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Four Elements as on DOA

Any Method ?

Control Acquired
by Acquirer Acquisition l\iethod (4 Steps)
v v v v
If Yes . .
Identify Determine Recog & Measure Recog &
Acquirer Date of Ident. Assets, Measure
Acquirer Shall Acquisition  Liab. Assumed  Goodwill/
Prepare CFS (DOA) & NCI GBP
of Control

What is the First step to

solve the question?

Purchase Consideration

9 . :

on DOA
We need 4 Elements Includes
e Purchase Consideration ---- At Fair Value Cash
(Discharge by Parent) P?fso f Deferred Cash Recognition of :- Measurement
. . Fair Value of Contingent Cond.
o Net Assets of Acquiree - AtFair Value gy or o res issued / Assets Given 1) Assets & Liab. /\
At Fair Val FV of Liabilities Assumed. Shown in Acquiree’s
Al vatue Fin. Stat. General  Exceptional
e NCI OR Excludes + Rule Rule
At Prop. of NA N .
Acquisition Related Cost 2) A/L not shown in @ SBP
candc Wi Fair Value
e Goodwill / Gain From Bargain Purchase | | | Acquiree’s Fin. Stat as per
; ; But Recognition DTA/DTL \Ind AS 102
! Stamp  Fees Paid  Transaction (Criterial Satisfied . NCA Held
Duty  to Regulators Cost + as per DB Oblig.
i Ind AS12 44 per For Sale
PC Discharged to Acq. Control ---- xxx 3) Contingent Liabilit p l
. . g y Ind AS 19
(® Fair Value of Previous Invest. ---- xxx if present oblig. v As per
(®Non Controlling Interest --—- XXX even though outflow FV of Assets Ind AS 105
(100% Net Assets as on DOA - xxx is not required (-) FV of Liabilities
+
4) Indemnification Asset:-
if Indemnified by
Acquiree & Related
Liab. already
Recognised.
+/-
5) DTA / DTL newly

Recognised due to
Temporary Difference
between Fair Values &

Tax Base of Above

Assets & Liabilities

Continued to next ...
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Continued from Previous page

=
9 Non Controlling Interest

(Can be Negative)

Portion of Acquiree’s

. : Full Goodwill Partial
Equity not directly Method Goodwill
or indirectly owned Method

by Parent v

Where NCI is

NCl is Taken
at Prop. Share
of NA

Taken at Fair Value

How to Calculate?

!
! I

NA are Measured Subsequently
at Provisional Basis New Information
On DOA Due to arise after
Unavailability of  DOA for Assets & liabilities

sufficient Info

Goodwill (PC + NCI) is Higher than NA
G.B.P—NA is Higher than (PC + NCI)

Through OCI it is to be
Shifted to CR under SOCIE

Fair Prop Share
Value of NA
; | O 2
l OR l Fair Value
MP per Share PC NCI of NA on Abnormal Items
on DOA X No. Acquirer’s X Qhare % DOA X Share
of Share of NCI Share % of NCI
e Eliminate Effect of Revaluation G/L
Types of Abnormal Items from
N*CI Changes Column MYV on DOA — xxx
l l o Make Time (-) BY On DOA — xxx
el Non Adjustment BV on DOA - Calculate
| Qualifying e Re-instat the effect of by Reverse Working
Ordinary J i through Dep Rate or
; Abnormal Items in £ if
Equity Other Components Respective column Useful Life
Owners N Otfg q(;l.lty either in DOA Column
(Not Ordinary) or Change Column Transfer G/L to DOA
Column After
Always - ESOP o Time Adjustment
Apply Fair * Convertible Securities *
Value Method for | * ShareWarrants Calculate DTA / DTL
Non-Qualifying also on G/L
* Ignore DTA / DTL if
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Measurement Period Window

(Max. Period 12m)

Parent is allowed
to incorporate
such new info in
the Buss. Comb ¢

IF new Info. arise
after closure
of Window

that were Transaction & Make

Existed on DOA (OR) Required changes in :- Treated as ERROR
based on NA & NCI & make Retrospective

Facts Existed on DOA l Changes & Prepare

Opening B/S
. Any difference .
If Such newolnfo would would be Adjusted Journal Entry :-
have been Available on D.OA in Goodwill / CR NA a/c Dr. (or) NA a/c Dr.
the NA, NCI & Goodwill To NCI Goodwill/CR Dr.

may have been changed

To Goodwill/CR To NA a/c

Special Adjustments

Revaluation of Assets & Liabilities on DOA

Tax Rate is not given

17

Treatment of Dividend Paid
by Subsidiary / Acquiree Co.

Step Acquisition

(Acquisition of Shares of

Depreciation Acquiree
Effect v v More than Once)
L3 o ‘,
¢ What Acquirer will do? What Acquiree will do ?

Calculate Dep. effect

CFS Shall be Prepared

as under (a-b) Recognise as ‘Must have Passed Ent‘ry only when it Results
| Income when in the year of Declaration in Acquisition of
i ie. C.Y.
(a) Dep that should be Declare.d, in P&L (i.e ) Control
Charged for post a/c in SFS ¢
.g. . P . Under Statement of NA i
Acquisition Period g, ,k/Divd Receivable Dr ) For Goodwill / GBP, take
(Calculated on FV TV P&L, ‘/I * ® Add Back in Post acq. Column  paiy yalye of Previous
on DOA) ’ o ® Make Time Adjustment Investment on DOA of
Less Control

(b) Dep Actually / Already
Charged for Same Period

Additional / Saving

v
Dep. Effect Transfer to
Change Column
after Time Adjustment

v

Calculate DTA/DTL also

Under NCI & Consol. SOCIE

v v

Deduct Deduct
NCI’s Share Parent’s Share

* It’s Second effect i.e.
Fair Value gain on
Restatement of previous
Investment Shall
be transfer to
Consolidated SOCIE
thru P&L a/c

Continued to next ...
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UL GA L (G0 . Impairment of Disposal of Shares Further Acq of Shares
Items & Profits thereon (Consider only Goodwill
those transactions (Control not Affected)
which occurred | v |

Intra Cr Unsold  after DOA) v v Without Loss of With Loss of NCI a/c Dr. (Pro-rata)

p Impairment To Bank a/c
Assets & Stock Annual T . Control Control . : .

e . echnique | (Difference in other Equity)
Liabilities /\ Impairment | v ! v
Shall be Upstream Downstream Testing is l v P has 90%, e TRV s ¢
Offset in Tl:ansactlon . Transactmn. . requlre.d, .Smce Full Goodwill Partial Goodwill Sold 20% From CES Recognise in CFS eg :- Parent has 60%
CFS Subsidiary to Holding Holding to Subsidiary Goodwill is not ¢ ¢ ¢ Purchased 20% more
P&L of A+c uiree (Post) ASUthe' W ttO ¢ ¢ If will affect Only Retained Investments (if any)
eg.:- Debtors / To S tgck oo Conso. P&L Dr. MOrUsation - Conso. P&L of Parent Dr. Conso. P&L Dr. NCI * Net Assets at Fair Value on Disposal Date
.(.:reditors To Stock a/c NCI Dr. . To Gopdwﬂl NCI will be Increased * Goodwil/CR
To Goodwill (Entire Impairment * NCI
Sales/Purchase = Change Column From Shall be born by Parent Only) p; Bank a/c Dr.
“Statement of Net Difference Bet.ween - Investments a/c Dr. (if any)
Assets” (2) Increase in NC NCI a/c Dr.
Golden Rule :- Co. who earned the Profit (Proportionate of NA /Fair Value) Difference in To Net Assets
shall Eliminate it from its P&L “Other & Cons. P&L To Goodwill /CR
Equity” (b) Sale Proceeds of Parent To Cons. P&L
(a-b) Bank a/c Dr.
To NCI a/c
To Other Eq.

e Chain Holding

Golden Rule :- Always think from the
point of view of ultimate Parent Co. while
consolidating all direct/Indirct Subsidiaries

Parent’s S.hare in ghﬁr? (}){fS;:bSl meUb' who Got Control (Accounting Acquirer) l o Newlv I ted
=l BB UDSI. 2 STArE O < Entity who issues Shares is Legal Acquirer [NV IS S TR0 8 DD Qo By (301111 e Treat “Distributed(NeWly Incorporated)
Parent in Subsi l (do not apply Acquisition Method) NA” of Division Follow Ind AS 103
NCI Share in Sub 100% less Above MEF 2 Demerged Acquisition Method
Subsi Parent’s Share Accounting Requirement as distribution of
Transferor Transferee Dividend : ggzggz;:g lljé taOt kv
Adjustments in (A) (B) (C) Derecognise ~ ®Record A/L/ A }
Chain Holding ) . Assets, Liab. Reserves of Transferor (A) R&S e Difference -
Recog. Asset/Liab/ Calculate Fair ® Record Assets/ & Reserves To Divd Payable Goodwil/GBP
ESC/other Eq. Value of Liab of Legal od Difference at Same Book Value (B) Ind AS 105:- oodwi
While Calculating While Calculating of Accounting Consideration ~ Acquirer at Transfer to oRecf) rd Pl.lrchase NA Held for
. . Acquirer at Carrying that should be  Fair Value Consideration Agreed Distribution shall be
Goodwill/CR of NCI of Direct X Cap. Reserve Diff P M d at
Sub-Subsidiary Subsidiary Amt. only Provided by *Differene of above casuret #
l Alc Acquirer e Record Two shall be Transfer i:gf“l’er of thA &
i it is called Goodwill/CR to CR (debit/credit ess Ccos
Take Proportionate Deduct the Remaining N( s o CR (debit/credit) P&L a/c Dr Value of
Investments Only I t t which i t otiona ) (B-C) To Net Asset alue oty
nvestment which is no Org. Awards

taken in Goodwill/CR
Calculation, From NCI
Value

Investments by
Subsi in Sub-Subsi
X Parent’s Share

Common Control Business Combination
(Appendix C of Ind AS 103)

Reverse Acquisition Demerger

S Identify the Actual Acquirer Control Exist with same Party

Demerged Co. Resultant Co.

(C) Divd. Payable a/c Dr.
To N. Asset a/c
(For Distribution of NA)
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Shareholders at FV ~ Pre Combination

Replacement of Share Based Awards of
Acquiree due to Business Combo.

Original Awards :- Granted by Acquiree
before Buss. Comb.

Replaced Awards :- Granted by Acquirer
at the Time of

Buss. Comb.

Post Combination

Period Exp Period Exp
(Part of PC) l
Total Value of
No. of Replace((f)Awards
Y(:lz;ranlgsCted Pre Combination Period

Higher of VP of Expense to be Recognised

Org. Award & in the Remaining
Replaced award Vesting Period
by Acquirer
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Pref Shares O/s in Subsd. Co.

Pref Share Capital

The Portion Held by The portion not Held
Parent if any shall Directly or Indirectly by
be considered as a Parent shall be

part of Investment Considered as Part of
in COC Working NCI & Shall be added to
l NCI Working

Investment in Pref.
Shares Shall
be added with
Investment in
Equity to Calculate
Goodwill/GBP

Divd on Pref. Shares

(Always assure that Pref. Divd is
Declared & Payable at B/S Date)

!

Now Check, Entry of
Payable is Passed or Not

v v

Entry not Passed Entry is Passed
by Subsdairy by Subsdairy

While Preparing Statement While Preparing
of Changes in Net Asset:- Net Asset Statement:-

1) No need to add 1) Add Back before Time
Back before Time adj.  adj. in Changes Column
2) After T.adj, Deduct

2) After T.adj, Deduct  the Pref. Divd From the
the Pref. Divd From the Respective Column
Respective Column (it may Relate to

(it may Relate to pre-acq Period also)
pre-acq Period also)

3)After Deduction of Pref. Divd, Calculate
Parent’s Shares & NCI’s Share Based
on Equity Holding% Only.

19

Treatment of Pref. Divd

for Consolidated B/S

v

If Parent has acquired
Pref Shares

|

1) Parents is Entitled
to get Share is Pref. Divd
2) In Parent’s Books, Entry Should Be

Divd Receivable Dr.
3) To P&L a/c
Entry Passed in Entry not Passed
SFS of Parent in SFS of Parent
v
Do Niothing Add Parent’s Share in Pref.

Dividend directly to Conso. P&L in
SOCIE

v

If Parent Does not

acquired Pref Shares of Sub

|

< Entire Dividend Belongs
to Outside PSH

& Shown as CL under
Short Team Provision

<> Rest Treatment in
Statement of Changes in
NA will be same

4) Pref. Dividend Receivable by Parent shall be offset with Pref.
Dividend Payable by Subsidiary only to the extent of Parent’s

share & Remaining Pref. Dividend Shall be Shown in
CL under Short Term Provisions



