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INT SB-FRS 12 IG 

Guidance on implementing INT SB-FRS 12 

This guidance accompanies, but is not part of, INT SB-FRS 12. 

Indicators of control over an SPE 

The examples in paragraph 10 of this Interpretation are intended to indicate types of circumstances 
that should be considered in evaluating a particular arrangement in light of the substance-over-form 
principle. The guidance provided in the Interpretation and in this Appendix is not intended to be used 
as ‘a comprehensive checklist’ of conditions that must be met cumulatively in order to require 
consolidation of an SPE. 

(a) Activities 

The activities of the SPE, in substance, are being conducted on behalf of the reporting entity, 
which directly or indirectly created the SPE according to its specific business needs. 

Examples are: 

•	 the SPE is principally engaged in providing a source of long-term capital to an entity or 
funding to support an entity’s ongoing major or central operations; or 

•	 the SPE provides a supply of goods or services that is consistent with an entity’s 
ongoing major or central operations which, without the existence of the SPE, would 
have to be provided by the entity itself. 

Economic dependence of an entity on the reporting entity (such as relations of suppliers to a 
significant customer) does not, by itself, lead to control. 

(b) Decision-making 

The reporting entity, in substance, has the decision-making powers to control or to obtain 
control of the SPE or its assets, including certain decision-making powers coming into 
existence after the formation of the SPE. Such decision-making powers may have been 
delegated by establishing an ‘autopilot’ mechanism. 

Examples are: 

•	 power to unilaterally dissolve an SPE; 

•	 power to change the SPE’s charter or bylaws; or 

•	 power to veto proposed changes of the SPE’s charter or bylaws. 

(c) Benefits 

The reporting entity, in substance, has rights to obtain a majority of the benefits of the SPE’s 
activities through a statute, contract, agreement, or trust deed, or any other scheme, 
arrangement or device. Such rights to benefits in the SPE may be indicators of control when 
they are specified in favour of an entity that is engaged in transactions with an SPE and that 
entity stands to gain those benefits from the financial performance of the SPE. 
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INT SB-FRS 12 IG 

Examples are: 

•	 rights to a majority of any economic benefits distributed by an entity in the form of 
future net cash flows, earnings, net assets, or other economic benefits; or 

•	 rights to majority residual interests in scheduled residual distributions or in a liquidation 
of the SPE. 

(d) Risks 

An indication of control may be obtained by evaluating the risks of each party engaging in 
transactions with an SPE. Frequently, the reporting entity guarantees a return or credit 
protection directly or indirectly through the SPE to outside investors who provide substantially 
all of the capital to the SPE. As a result of the guarantee, the entity retains residual or 
ownership risks and the investors are, in substance, only lenders because their exposure to 
gains and losses is limited. 

Examples are: 

•	 the capital providers do not have a significant interest in the underlying net assets of 
the SPE; 

•	 the capital providers do not have rights to the future economic benefits of the SPE; 

•	 the capital providers are not substantively exposed to the inherent risks of the 
underlying net assets or operations of the SPE; or 

•	 in substance, the capital providers receive mainly consideration equivalent to a lender’s 
return through a debt or equity interest. 
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