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1. Holding Company : It means
· Company having power to control the composition of Board of directors.
Or
· Holds more than 50% of total Share Capital (Equity & Convertible Preference Shares) either alone or with another subsidiary.

Notes :	If one company controls the BOD & another company has more than ½ of the total share capital then, both of the companies are treated as Holding Company.

2. Subsidiary Company :    Subsidiary means a company having holding company

3. Mandatory Consolidation :
Each and Every Company having Subsidiary company other than temporary subsidiary is required to present consolidated account
4. Minority Interest : Share of other than Holding Company (outsider)

Steps to be followed for CFS

1 Date of Control :- Date of acquisition

2 % of Control :-  No. of Share Invested  
                                                Total No. of Share        * 100

3 Analysis of Profits (Subsidiary Co. Only )  :- 
   										
	                                            PARTICULARS
	PRE
	        POST

	
	
	P&L
	Gen. Res.

	Profit & Loss
	    xxx
	xxxx
	-

	General Reserve
	    xxxx
	-
	xxxx

	                                                                                           TOTAL
	   XXXX
	XXXXXX
	XXXXX

	+/- Adjustments 
	     xxx
	   xxx
	  xxx

		NET TOTAL
	xxxxxxx
	xxxxxx
	xxxxxx

	        	Holding Co. %
	     xxx
	   xxx
	  xxx

		Minority  % 
	      xx
	    xxx
	 xxx




4 Cost of Control :
(a) Cost of control is calculated on the date of purchase of shares (Date of Acquisition/Control).
(b) Cost of control is calculated by comparing Cost of Investment and Share in Net Assets. (i.e. Shares Capital and Reserves & Surplus).

	
	Particulars
	
	Rs.

	
	A.


B.


C.
D.
	Cost of Investment
Amount invested (Actual investment in Equity & Preference) Less : Pre-acquisition Dividend of Equity & Pref.
Share in Net Assets Represented by
Share Capital Equity & Preference (Opening + Bonus (if any) Capital Profit
Goodwill (A - B) Capital Reserve (B - A)
	
xxxx (xxx)

xxxx xxxx
	

xxxx


xxxx xxxx xxxx


	
	
Important Point :
· When “Cost of investment” and “Carrying amount” is different then consider “Carrying Amount”.
· For calculation of cost of control, when capital profit is determined then, for application of time adjustment Even Profit is required.
· Even profit is calculated after adjusting un-even items, (Abnormal Loss & Gain, Dividend paid & Proposed, Dividend Tax, Bonds Shares and Other appropriations).
· For determination of capital profit analysis of Profit is required.
· Analysis is made for Profit & Loss all types of Reserve & all Fictitious.
· No Analysis is required for Equity Share Capital and Preference Share Capital as they are Capital by Nature.
(even though issued Date of Acquisition).
· Even though Share Capital is issued out of post profit i.e. Bonus Shares analysis into capital and revenue is not required.

5. 	Minority Interest
.
	Format of Minority Shares

	














	
	Particulars
	
	Amount

	
	
	Share in Equity Share Capital Shares in Preference Share Capital
Share in Revenue Reserve & Revenue Profit Share in Capital Profit
Less : Share in Stock Reserve (in Upstream transaction)
Less : Share in Equity proposed Dividend Total Balance for Balance Sheet
	
	xxxx xxxx xxxx xxxx (xxx)
(xxx)
xxxx

	
	







Presentation of Minority Interest in Consolidation Balance Sheet :

	
	Particulars
	
	Amount

	
	I. Equity & Liabilities
(a) Shareholders Fund
(i) Equity Share Capital
(ii) Reserves & Surplus
(iii) Share Warrants (if any)
(iv) Minority Interest
(b) Non-current Liabilities
	

xxx xxx

xxx
	



xxx

	
	
	
	



NOTE:-   Negative Minority Interest
When Minority Interest due to losses of Subsidiary is “Negative” in that situation negative amount is adjusted from Holding Company Reserves.
In subsequent years when subsidiary earns profit in that case prior adjustment of loss against holding company transferred to holding company as profit and balance treated as minor interest.
6. Consolidated  Reserve & Surplus

Own Balance  + Part of Subsidiary co. (As Per W.N. 3 )  

Adjustments  

kjhkjkkkjklDividend from Subsidiary Company (Sec. 123 of Companies Act, 2013)
· Dividend is paid out of Profit.
· Profit may be of “Current FY” or any “Previous FY”.
· It means dividend is first paid out of “Current Year Profits” and then “moving backwards”.
· Since Dividend is distributed out of profit hence, it is required to classify the dividend into pre-acquisition and post-acquisition dividend.
· Dividend paid out of profit earned before the date of acquisition is classified as “Pre-acquisition Dividend”.
· Dividend paid out of profit earned after the DOA is classified as “Post acquisition Dividend”.
· Pre-acquisition dividend is “Deducted from cost of Investment” at the time of Purchase of Investment, because at the time of purchase the profit from which such dividend is paid has been charged by subsidiary from holding as cost.
· Post Dividend is paid out of that profit which has been earned from the investment made by holding company, thus such dividend is an investment income, and accordingly transferred to P&L.
· Interim dividend is paid out of current year profit up to the date of declaration.
· Such Interim Dividend may be Pre or Post depends upon the DOA.
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