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Illustration 8: Accounting entries related investment in associate / joint ven‘rureg

On the first day of a financial year, A Ltd. invested in the equity share capital of B Ltd. at a cost
of 21,00,000 to acquire 25% share in the voting power of B Ltd. A Ltd. has concluded that B Ltd. is
an associate of A Ltd. At the end of the year, B Ltd. earned profit of 3 10,000 and other
comprehensive income of ¥ 2,000. In that year, B Ltd. also declared dividend to the extent of
4,000. Pass necessary entries in the books of A Ltd. fo account for the investment in associate.
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Illustration 19: Attribution of profit / loss to non-controlling im‘eres'rgg

A Ltd. Acquired 70% equity shares of B Ltd. On 1.4.20X1 at cost of % 10,00,000 when B Ltd. Had an
equity share capital of X 10,00,000 and other equity of X 80,000. In the four consecutive years B
Ltd. Fared badly and suffered losses of % 2,50,000, % 4,00,000, X 5,00,000 and % 1,20,000

respectively. Thereafter in 20X5-20X6, B Ltd. Experienced turnaround and registered an annual
profit of X 50,000. In the next two years i.e., 20X6-20X7 and 20X7-20X8, B Ltd. Recorded annual
profits of ¥ 1,00,000, and % 1,50,000 respectively.
Show the non- controlling interests and goodwill at the end of each year for the purpose of

consolidation. Assume that the assets are at fair value.
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Illustration 14: Elimination of intra-group profit on sale of assets by a subsidiary to its parent g
A parent owns 60% of a subsidiary. The subsidiary sells some inventory to the parent for ¥ 35,000

and makes a profit of 315 on the sale. The inventory is in the parent’s balance sheet at the year
end. e FoQ, lort < A%909
Examine the treatment of intra-group transaction and pass the necessary journal entry.
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Illustration 15: Elimination of intra-group profit on sale of assets by a parent to its subsidiaryg
In the above illustration, assume that it is the parent that makes the sale. The parent owns 60% of
a subsidiary. The parent sells some inventory to the subsidiary for ¥ 35,000 and makes a profit of X
15,000. On the sale the inventory is in the subsidiary's balance sheet at the year end. Examine the
treatment of intra-group transaction and pass the necessary journal entry.
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Tllustration 16 - Inventories of subsidiary ou chases from the parent
A Ltd, a parent company sold goods costing € '200 Jakh to its 80% subsidiary B Ltd. ATkh.
50% of these goods are lying at its stock. B Lid"Has measured this inventory at cost i.e5atX 120

lakh. Show the necessary adjustment in the consolidated financial statements (CFS). Assume 30%

tax rate. /M — a0
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Tllustration 18: Property, plant and equipment (PPE) sold by parent to subsidiary

A Ltd. (which is involved in the business of selling capital equipment) a parent company sold a capital
equipment costing X 100 lakh to its 80% subsidiary B Ltd. At X 120 lakh. The capital equipment is
recorded as PPE by B Ltd. The useful life of the PPE on the date of transfer was 10 years.

Show the necessary adjustment in the consolidated financial statements (CFS).
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Illustration 25: Reduction in interest in subsidiary
Amla Ltd. Purchased a 100% subsidiary for % 10,00,000 at the end of 20X1 when the fair value of

the subsidiary Lal Ltd.'s net asset was % 8,00, 000.

The parent sold 40% of its investment in the subsidiary in March 20X4 to outside investors for 3
9,00,000. The parent still maintains a 60% controlling interest in the subsidiary. The carrying value
of the subsidiary's net assets is ¥ 18,00,000 (including net assets of ¥ 16,00,000 & goodwill of
2,00,000).

Calculate gain / loss on sale of interest in subsidiary as on 31st March 20X4.
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Tllustration 31: Calculation of gain on outright sale of subsidiaryg

A parent purchased 80% interest in a subsidiary for ¥ 1,60,000 on 1 April 20X1 when the fair value
of the subsidiary's net assets was X 1,75,000. Goodwill of ¥ 20,000 arose on consolidation under the
partial goodwill method. An impairment of goodwill of ¥ 8,000 was charged in the consolidated
financial statements for year ended 31 March 20X3. No other impairment charges have been
recorded. The parent sold its investment in the subsidiary on 31 March 20X4 for % 2,00,000. The
book value of the subsidiary's net assets in the consolidated financial statements on the date of the
sale was % 2,25,000 (not including goodwill of % 12,000).

When the subsidiary met the criteria to be classified as held for sale under Ind AS 105, no write
of f was required because the expected fair value less cost to sell (of 100% of the subsidiary) was
greater than the carrying value.

p

N I Sboo

yrodleai) 20000 (foriowt oodvid) lioodiAl = o000
To Neb(nop)  F%000 () Tep: =000

™ (03 160020 Godstt = VAIID




On Akt o Gele

Q‘Q‘a)‘ IS = ARSOD0

(yo0diY, = (0D
NL T hopol Qaagooo Mo‘[.)
Glbneet
VU Ao qu g (‘4&’00") VA Dengtoquced
Goodesty DencoQricd
fle Roo0 0ol (Lo ved
Uz

Cosy Roceived Abme Proceedsy

& INK Intadig Ouodeid oA NeL Pentosgmised
ARNG000 + 12000 — 4 S000 7

Puor on g of T (1Y

(s
(e Proceeds

) Gk f‘( Py n GF8

ooty

Illustration 32: Partial disposal when subsidiary becomes an associate
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AT Ltd. Purchased a 100% subsidiary for ¥ 50,00,000 on 31st March 20X1 when the fair value of
the net assets of BT Ltd. Was X 40,00,000. Therefore, goodwill is ¥ 10,00,000. AT Ltd. Sold 60% of
its investment in BT Ltd. On 31st March 20X3 for X 67,50,000, leaving the AT Ltd. With 40% and
significant influence. At the date of disposal, the carrying value of net assets of BT Ltd. Excluding
goodwill is ¥ 80,00,000. Assume the fair value of the investment in associate BT Ltd. Retained is
proportionate to the fair value of the 60% sold, that is ¥ 45,00 000.
Calculate gain or loss on sale of proportion of BTLtd. In AT Ltd.'s separate and consolidated financial

statements as on 31st March 20X3.
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Tllustration 30: Subsidiary issues shares to a third party and parent loses control

In March 20X1 a group had a 60% interest in subsidiary with share capital of 50,000 ordinary shares.
The carrying amount of goodwill is ¥ 20,000 at March 20X1 calculated using the partial goodwill
method. On 31 March 20X1, an option held by the minority shareholders exercised the option to
subscribe for a further 25,000 ordinary shares in the subsidiary at X 12 per share, raising X
3,00,000. The net assets of the subsidiary in the consolidated balance sheet prior to the option's
exercise were X 4,50,000, excluding goodwill.

Calculate gain or loss on loss of interest in subsidiary due to option exercised by minority
shareholder.
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Illustration 24: Acquisition of additional stake in a subsidiar‘ygg

A Ltd. Acquired 70% shares of B Ltd. On 1.4.20X0 when the fair value of net assets of B Ltd. Was
% 200 lakh. During 20X0-20X1, B Ltd. Made profit of X 100 lakh. Individual and consolidated balance

sheets as on 31.3.20X1 are as follows: X lakh
A B Group
Assets T
Goodwill 10
PPE 627 200 827
Financial Assets:
- Investments 1Al §91L 1507 18 | - -
- Cash -9 | 2007168 |30 230 198
- Other Current Assets 23 70 93
Total 1,000 300 1,160
Equity & Liability
Share Capital 200 100 200
Other Equity 800 200 870 <62
Non-Controlling Interest [107) 4 b0
Total - 1,000 300 1,160

A Ltd. Acquired another 10% stake in B Ltd. On 1.4.20X1 at % 32,lakh. The proportionate carrying
amount of the non-controlling interest is X 30 lakh. Show theindividual and consolidated balance
sheet of the group immediately after the change in non-controlling interest.

A sers

tooAvau

PPe

Cinomuic) Asel

v egpmert
RN

Oten Cumenl KoLl
ToYol
oty ad Lowilibid
Swene Qopitel
Oli-en Q\uiho]
nNet

TotA

Ul

Lt

\%9/ ’\'07,"
g %"
P

1000

PNV
00

leo0o0O

3]

200

10
4o

%00

\09
K00

%00

oug

10
Lt

198

9%
112§

B6€
60
nLy



'fvunvw-l Enti'e
NCLI
Ohren Equa k9

To

fbony 92

Illustration 20: Non-controlling interest and qoodwillgg
From the following data, determine in each case:
a) Non-controlling interest at the date of acquisition (using proportionate share method) and at
the date of consolidation
b) Goodwill or gain on bargain purchase.
¢) Amount of holding company's share of profit in the consolidated Balance Sheet assuming

holding company's own retained earnings to be X 2,00,000 in each case

Case Subsidiary |% of Cost Date of Acquisition Consolidation date
Company [shares 1.04.20X1 31.03.20X2
owned Share Retained  (Share Capital Retained
Capital [A] fearnings [B] [C] earnings [D]

Casel |A 90% 1,40,000 [1,00,000 50,000 1,00,000 70,000
Case2 B 85% 1,04,000 [1,00,000 (30,000 1,00,000 20,000
Case3 [C 80% 56,000 50,000 20,000 50,000 20,000
Case4 D 100% 1,00,000 50,000 40,000 50,000 56,000

The company has adopted an accounting policy tfo measure non-controlling interest at NCI's
proportionate share of the acquiree's identifiable net assets. It may be assumed that the fair value
of acquiree's net identifiable assets is equal to their book values.

Solution

Non-controlling Interest = the equity in a subsidiary not attributable, directly or indirectly, to a parent.
Equity is the residual interest in the assets of an entity after deducting all its liabilities i.e. in this
given case Share Capital + Balance in Statement of Profit & Loss (Assuming it to be the net aggregate
value of identifiable assets in accordance with Ind AS)

% shares owned byNon-controlling interest as|Non-con’rr'oI|ing interest as af
NCI [E] at the date of acquisitionthe date of consolidation
[E] X [A + B] [E]1X [C+ D]
Case 1 [100-90] 10% 15,000 17,000
Case 2 [100-85] 15% 19,500 18,000
Case 3 [100-80] 20% 14,000 14,000
Case 4 [100-100] Nil NiL Nil
Calculation of Goodwill or Gain on bargain purchase
Consideration  [Non- controllingNet Identifiable |Goodwill [G] Gain on bargain
[G] interest [H] assets + [H] - [T] Purchase [I]-
[A]l+[B]=[T] [6]-[H]
Case 1 1,40,000 15,000 1,50,000 5,000 -
Case 2 1,04,000 19,500 1,30,000 - 6,500
Case 3 56,000 14,000 70,000 Nil Nil
Case 4 1,00,000 0 90,000 10,000 -




On 31.03.20X2 in each case the following amount shall be added or deducted from the balance of
holding Co.'s Retained earnings.

%  ShareRetained earningsRetained earnings Retained earningsAmount to be
Holding [K] las on 31.03.20X1 (s on post- acquisitionadded/(deducted) from
[L] consolidation [N]=[M]-[L] |holding's Retained
Date [M] earnings [O] = [K] X [N]

1 90% 50,000 70,000 20,000 18,000
2 85% 30,000 20,000 (10,000) (8,500)
3 80% 20,000 20,000 Nil Nil
4 100% 40,000 56,000 16,000 16,000
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Illustration 12: Business Combination Achieved by Contract Alone [ Twj| ks 101 (Luglastl [,owl}\p#\w)
Sita Ltd and Beta Ltd decides to combine together for forming a Dual Listed Corporation (DLC). As
per their shareholder's agreement, both the parties will retain original listing and Board of DLC will
be comprised of 10 members out of which 6 members will be of Sita Ltd and remaining 4 board
members will be of Beta Ltd.

The fair value of Sita Ltd is X 100 crores and fair value of Beta Ltd is X 80 crores. The fair value
of net identifiable assets of Beta Limited is X 70 crores. Assume non-controlling Interest (NCI) to
be measured at fair value.You are required to determine the goodwill to be recognised on acquisition.




16 NUE-meened o friop b pgsets

IF NLL MOsStNCA (Y Foim Vpdne

N\ INA 70 W
fo (rood vl o n
g NLL(PV) &o W
- 01Sheer of A B|sweer of & Coin Vol
Sy - $oo0 | PE tewoo | v apop | o €000  [poo
of¢ 16000 | favnbonits (000 | Of€ 8000 | fuvtnbenis Y1000  L(pp
byadee G000 | Legh (oo |Bywik 100D | teshy 2000
A ud aequndd & Ud by Qoafmeds Alone
Townnod Entny ?m_p- Foon Volue
AN %) INA 1100
GoodsiU LN boodesiul (6441 1500
foweg (ioov) 500 T N (o volue) 900D
To Pe. % \nswwq
Comt B)omoer (el frop)
Gweng Copitad G000 000 pPPe¢ 0o+ 6ovD | b0LO
otken Eqvn'iq 1 {oo0 \O00 | fuyeronies N00D S0 ls500
NLL (l0p) 1600 NDO | teg, looD  + 2000 7000
Doy oes, 306 - (000 Y000
Qong omeer- (N Foinvale)
Cwont Qa‘n'b-\ ) €000 | (heod vl \C00
oken Equity  1¢oo0 \u0 | PPE 0o —+ bovD | bOVO
NUT (?w‘an) 000 Twyortonies 100D 4 h5oD 15600
\wa\% AL - |00 3000 | gl (ooD  + 2000 T000




Acotirg d fotwhol olirvg Biows beld m b Susidsny

QA Ud wolds o) donos Of B UA - A UA Lolds o7 Polttl Voheo Kights.

Skoned outtienling of 6 Ud & 100000 4Lones L)S’m Ll E fenciseble
frofit dunivg e qoon of © WA < T So0000 A tuwsterfve

- To Msess batrol , loe LU Lonsiden (607, +30.) 0 Shones ¥ & Ud.

Gl Cnez
e toms of the Lotact do vot rovide [ TeAms of the Lontger (hovid€ thep Snv2diom
Wy Iavigon wil qeb nehwin pn (otentis) Wil et nebunin pn Qotentis] Shones oven
Ghongs oven om frion poiod (L betpn€ | gon frion poniod (ic. wojone stiue) eptnuise o~
petuel QURCIGE o} Right . Dslentor Voting rignts.
Toen, fobic otoceted 10 & U = Gooooo % 6orf. | Tvon, frekit ofloceted 1o A U = G x &b
= 90000% = hooooo_




