      


BUSINESS COMBINATIONS AND CONSOLIDATED FINANCIAL STATEMENTS AS PER ACCOUNTING STANDARDS (LATEST AND SIMPLE)
 LATEST AND SIMPLE VERSION OF IND AS 103:-Business Combinations and IND AS 110: Consolidated Financial statements as Amended by Companies (Indian Accounting Standards Second Amendment Rules 2019) and IFRS 3 and IFRS 10
BY CMA SIVAKUMAR.A, ACMA.
	Consolidation Process
A. First Apply INDAS 103(For measurement of items in the Consolidated Financial Statements).
B. Then Apply INDAS 110 (Prescribes Consolidation Procedure)

Business Combinations .The relevant Accounting Standards are the following:-
1. INDAS 103: Business Combinations.
2. IFRS 3: Business Combinations.
3. AS 14: Accounting for Amalgamations.
4. AS 21: Consolidated Financial statements.
5. AS 23: Accounting for Investments in Associates in Consolidated Financial 
               Statements (CFS)
6. AS 27: Financial Reporting of Interests in Joint Ventures.
7. AS 10: Property, Plant and Equipment.
Difference between IFRS 3 and IND AS -103

	IFRS 3
	IND AS-103

	1.Excludes business Combinations of entities under common control
	1.It gives the guidance with respect to it

	2.Bargain purchase gain is to shown in in statement of profit or loss
	2.It is to be shown in Other Comprehensive Income and in equity as capital reserve.



All other points explains in the following paragraphs are similar to both IFRS 3 and INDAS 103.

I. Objective
The objective of this IND AS 103 is to improve the relevance, reliability and comparability of the information that a reporting entity provides in its financial statements about a business combination and its effects. 

   II. Scope
   It apply to
a. Business Combination
Essential features of a Business Combination
1. Different businesses combine into one reporting unit
2. One entity obtains control of one or more businesses 
It does not apply to
a. Formation of a Joint Venture
b. The acquisition of assets that does not constitute business
c. The acquisition by an investment entity
III. Accounting for Business Combination.
An entity shall account for each business combination by applying the acquisition method.
It includes the following steps
1. Identify the acquirer.
Acquirer is the entity that obtains control of the acquiree. It gives cash and other assets to the acquiree and takes liabilities of the acquiree and issues equity shares 
2. Determination of acquisition date.
Acquisition date is the date on which control of the acquiree is got by the acquirer.
    3. Recognizing 
   A.   i.The Identifiable Asset acquired and measuring at fair value.
         ii.The liabilities Assumed and measuring at fair value.
  Exceptions to the fair value measurement of assets and liabilities are the following.

a.Contingent liabilities (IND AS-37)
b.Income –Taxes (INDAS-32)
c.Employee benefits(IND AS-19)
d.Indemnification assets
e.Required rights.
f.Share based payment for sale(IND AS -105).

B.Non –Controlling Interest (Minority Interest) in the acquiree.
Example of Non-Controlling Interest (NCI) is as follows
Raju Ltd acquires 70% of shares of K L td, balance of 30% is the Non-Controlling Interest.
Measurement of NCI: Either at fair value or   at NCI’s proportionate share of the acquiree’s Identifiable net asset
Net Assets=Total Assets Acquired less Total liabilities Assumed
Choice available for each business combination.
All other components of NCI are required to be measured at their acquisition date fair values.
4.Recognizing and measuring goodwill or gain from a bargain purchase.
Goodwill=Consideration Transferred +Value of Non-Controlling Interest (Fair Value or Proportionate value +The fair value of any previously held equity interest in the acquiree less Fair value of ( Assets-Liabilities).
If the answer is positive, Goodwill. Otherwise it will be Bargain purchase gain.
5. Other points
Pre-existing business transactions are not part of the business combinations.

Consolidated Financial Statements. The relevant Accounting Standards are the following
1. INDAS 110: Consolidated Financial Statements
2. IFRS 10: Consolidated Financial Statements
3. AS 21: Consolidated Financial Statements.
[bookmark: _GoBack]
There is no significance difference between INDAS 110 and IFRS 10.Therefore, the following paragraphs can be related with both standards.
OBJECTIVE
To establish principles for the presentation and preparation of consolidated financial statements when an entity controls one or more other entities.
Scope
Parent shall present consolidated financial statements
Explanation to terms “Parent” and “Control “.
An investor, regardless of the nature of its involvement with an entity shall determine whether it is a parent by assessing whether it controls the investee
The investor control an investee if and only if the investor has all the following
a.Power over the investee
b.exposure, or rights, to variable returns from its involvement with the investee and
c.the ability to use its power over the investee to affect the amount of the investor’s returns
Accounting requirements
A parent shall prepare consolidated financial statements using uniform accounting policies for like transactions and other events in similar circumstances.
Preparation of Consolidated Statement of Financial position or BalanceSheet.
Consolidated Statement of Financial position as on ….
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	Particulars
	Note No
	Amount

	
I.














II.

	
1.Equity and liabilities .

  a.Share Capital.
  b.Reserves and Surplus.
  
   c.Non-Controlling Interest.


2.Non-Current Liabilities.

   Debentures.
3.Current Liabilities.

Total

Assets

1.Non-Current assets
  a.Fixed Assets
  b.Intangible Assets
   
2.Current assets
 

Total
	
	



1.Equity and liabilities
A. Share Capital-Show parent’s only
B. Reserves and Surplus
Parent’s Capital Reserves.
Parents surplus less Dividend received by parent less interim dividend received by parent 
Share of Revenue Profit of Subsidiary by parent 
Share in Preference Dividend to parent 
Less: Un realized profit in the case of inventory (The Closing stock which represents inter-company transfer ×sales price less cost.)
Less: Unrealized profit with respect to Asset less depreciation provided 

Capital reserve- Difference between carrying amount of Parent’s Investment in subsidiary and parent’s portion of equity capital of subsidiary (Negative).Please look all items included in the goodwill .Negative version is capital reserve.

Non Controlling Interest (Measurement as per INDAS 103).
Paid up value of shares
Add: Capital Reserves or Capital Profit of subsidiary (relevant percentage).
         Revenue Reserves or Revenue Profits of subsidiary (Relevant portion)
Less: Preliminary expenses (Relevant percentage).
Add: Share of appreciation in revaluation of fixed assets of subsidiary 
Add: Paid up value of Preference Share Capital (Minority Share)
Add: Share in Preference Dividend (Minority Share)

2. Non -Current Liabilities-Combine less mutual owings.
3. Current liabilities-Combine.
           Trade Payable –combine less Mutual owings
            Bills payable less Mutual owings

Assets.
1. Non-Current Assets
A. Fixed Assets --Combine .less unrealized profit 
B. Eliminate Parents’ investment in Subsidiary.
C. Intangible Assets
Goodwill-Difference between carrying amount of Parent’s Investment in subsidiary (Equity +Preference) after deducting dividend received by parent from subsidiary company and parent’s portion of the following items  in the subsidiary company
 Equity capital
Preference share capital
 Plus Capital reserves of subsidiary (Relevant percentage)
Less: Preliminary Expenses
Add: Share of appreciation in revaluation of fixed assets of subsidiary.

2.Current Assets
Combine
Inventories –Combine less Unrealized Profit calculated in liability side
Trade receivables –Combine less Mutual owings
Bills Receivables less Mutual Owings 




Other important points
1. FS   of the Parent and its Subsidiaries Shall have the same reporting date subject to certain conditions
2. Profits earned before acquisition is known as Capital profits
3. Profits earned after acquisition is known as Revenue Profits.
4. Calculation of Capital profits
General reserves plus Surplus up to and on acquisition
Less: Interim Dividend (Up to acquisition)

5. Calculation of Revenue Profit can be calculated as follows

	To transfer to general Reserve
To dividend paid by subsidiary before acquisition 
To Dividend distribution tax 
To Interim Dividend from Subsidiary Company
To proposed dividend 

To Balance c/d
	
	By balance b/d

By preference dividend
By Net profit (Revenue Profit)
	



6. Revenue profits during post acquisition period 
Less –interim dividend 
Revenue profits.


Ind As 27-Separate financial statements.

IAS 27 Separate Financial Statements.

This standard shall be applied in accounting for investments in Subsidiaries,
 ,Joint ventures and associates when an entity elects ,or is required by law ,to present Separate financial statements
This standard does not mandate which entities produce separate financial statements .It applies when an entity prepares separate financial statements that comply with accounting standards.

Difference between Ind As 27 and IAS 27

IAS 27                                                    IND AS 27                                   

	It allows the entities to use the equity method to account for investment in subsidiaries, joint ventures and associates in their separate financial statements.
	Equity method is not permitted





INDAS 28-INVESTMENTS IN ASSOCIATES AND JOINT VENTURES.

The objective of this standard is to prescribe the accounting for Investments for associates and to set out requirements for the application of the equity method when accounting for investments in associates and joint ventures.

IAS 28----Investments in associates and joint ventures.




