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There are various types of leases as a financial lease, operational, raised and unhaved, type of transport, import, international lease, etc. Types of locations: different types of leasing 1. Leasing financial leasing is a contract that involves payment for a longer period. This is a long-term rental contract and the Lessee pays much more than the cost of the
property or the minor equipment in the form of lease costs. It is irrevocable. In this type of leasing, Lessee must endure all costs and the minor does not make any service. 2. Operational leasing in a lease, Lessee uses the asset for a specific period. The minor bears the risk of obsolescence and incidental risks. There is an option for both sides to end
the lease after notice. In this type of lesser leasing it bears all costs less or will not be able to achieve the full cost of specialized services well are provided by the child. This type of lease is preferred where the equipment is likely to suffer obsolescence. 3. Leveraged and non-leveraged leasing in leased and uneven lease contracts, the credit value can
be a huge amount that may not be possible for the minor to finance. Therefore, the minor involves another lender that will be charged to the rented good. 4. Leasing Convenience Type in Conveyance Type Location, the lease will be for a long time with a clear intention of transmitting the property's property on Lessee. 5. Sales and rental in a sale and
lease, a company that owns good sells it to the minor. The minor pays immediately for the good, but rent the good to the seller. So, the seller of the good becomes Lessee. The good remains with the seller who is a Lessee but the property is with the child who is the buyer. This provision is made so that the sales company obtains the finance to manage
the business together with the good. 6. Full location and no payment A full paid lease is one in which the minor retrieves the complete value of the Leased property through leasing. In the event of a paid rental contract, the tenant extracts the same as well and more often. 7. Specialized service lease The minor or the owner of the good is a specialist
for the good that is renting. Not only rent, but also provides a specialized personal service at Lessee. Examples are electronic goods, cars, air conditioners, etc. 8. Net net lease and non-net lease, the minor is responsible for maintenance insurance and other incidental expenses. In a net lease, the lessee does not deal with the maintenance costs
indicated above. The child is limited only to the financial service. 9. Lease of sales aid in case the minor enters into any balancing agreement with the producer for marketing, it’s called lease sales aids. 10. Cross-border leases Leases across national borders are called cross-border lease, shipping, air service, etc., will come under this category. 11. Tax
oriented rental Where to rent rent rent it is not a loan on guarantee, but qualifies as a lease, it will be considered a tax lease. The 12. Import Leasing In an import leasing, the company providing equipment for the leasing may be located in a foreign country, but the lessor and the lessee may belong to the same country. The equipment is more or less
imported. The 13. International Leasing Here, parties to leasing transactions may belong to different countries which is almost similar to cross-border leasing. Last updated: 6 November 2020 In accordance with IFRS 3, business combinations are to be accounted for using the following step acquisition method (IFRS 3.4-5): IFRS 3 does not allow
interest aggregation, the fresh start method or other methods. However, they may be used for accounting for jointly controlled business combinations (which are on the agenda of the IASB). Typical examples of activities that are detected in the business combination, but not previously recognized by the target, are intangible assets generated
internally, such as trademarks, patents or customer relationships. All assets and liabilities acquired in a business combination are assumed to meet the criterion of likelihood of inflow/flow of resources as set out in the Framework (IFRS 3.BC126-BC130). At the acquisition date, the acquirer shall classify or designate the assets acquired and liabilities
assumed as required by other relevant IFRSs (e.g. IFRS 9). This shall be based on the terms and conditions existing at the date of the business combination (IFRS 3.15). Exceptions to this standard relate to the classification of leasing contracts where the target is the lessor and insurance contracts in accordance with IFRS 17 (IFRS 3.17). An activity
must be identifiable in order to be detected by the purchaser. An identifiable activity meets one of two criteria: separability criterion or contractual-legal criterion. An asset is separable if it can be separated or subdivided from the entity and sold, transferred, licensed, leased or traded, individually or together with an identifiable contract, asset or
liability. This criterion must be assessed regardless of what the purchaser intends to do with the asset. The existence of foreign exchange transactions for that type of asset or for a similar type of asset must be demonstrated, even if such transactions are infrequent (IFRS 3.B33-B34). Examples of activities that can be recognized according to the
separability criterion are: Customer lists and non-contractual customer relationships. Customer lists may include information such as name, age, geographical location or order history. The list of clients is recognised as intangible assets if the confidentiality terms or other agreements or agreements or The law does not prohibit the entity to sell, rent
or exchange list otherwise. (IFRS 3.ie24, IE31). Intangible activities based on technology (IFRS 3.ie39-IE44). An activity meets the contractual-legal criterion derives from contractual rights or other legal rights, regardless of whether these rights are transferable or separable separable Entity or other rights and obligations (IFRS 3.B32). Examples of
such activities are: licenses to operate in a specific sector, in a geographical area, etc. Although not separable from related activity or legal entity. Legally protected brands (IFRS 3.ie18-IE21). Internet domains (IFRS 3.ie 22). Customer contracts and orders, together with their relations with customers (IFRS 3.ie25-IE30). The contracts and orders
carried out (even if canceled) derive from contract rights and therefore should not satisfy the separation criterion to be recognized. In other words, they are recognized even if the terms of confidentiality or other agreements or simply the law prohibit the buyer / target to sell, rent or exchange such contracts. Customers reports meet the contractual-
legal criterion if a subject has a practice to establish contracts with its customers, regardless of whether a contract exists at the date of acquisition (IFRS 3.ie30c). Copyright materials such as films, books etc. (IFRS 3. IE32-IE33). Intangible contract activities. Many examples of intangible contract activities are provided in IFRS 3.ie34-IE38. Intangible
activities based on technology (IFRS 3.ie39-1E44). The goods that do not meet the separation criterion or contractual-legal criterion cannot be recognized separately. They are included in the value of good volonment (IFRS 3.B37-B40). Examples of these activities are: assembled workforce, potential contracts, benefits of synergy, contingent activities,
renewals forecasts acquired. IAS 38.34 specifically requires the separate recognition of the research and development project in progress. Paragraphs IAS 38.42-43 cover subsequent expenses for a process of research and process development acquired. If such a project is never completed, it must be compromised. All the activities and liabilities
acquired must be recognized regardless of whether they have been recognized by the objective (IFRS 3.10-13) or from the fact that the buyer intends to use them. The goods that the buyer does not intend to use or intends to use in a "tuotoptimal" way they still have to be measured at fair value by assuming their highest and better use. Furthermore,
they cannot be written immediately after the acquisition, as the loss of damage pursuant to AS 36 can only be recognized when both the value in use and the fair value less disposal costs are below the transport value Of Good (IFRS 3.B43). These goods will be removed from the accounts through amortization to their useful life. It could be difficult to
determine the useful life of this asset, especially if the buyer does not intend to use it at all, but some estimates must be done. See examples below. Example: acquired brand that will not be used after the combination of Business Acquiring Company (AC) acquired a competitor, the target (TC), which had a TC brand with a fair value of $ 10 million. AC
intends to withdraw the TC mark from the market within one year, which will increase its market share of its own AC brand. AC intends to retain the legal rights to the TC trademark forever in order to prevent other companies from using it. AC recognizes the TC brand at its fair value of $10 million despite its intention to withdraw it from the market.
The economic benefits to AC from the TC brand consist of the impossibility for competitors to use it, which in turn increases ACas profits. The useful life should therefore exceed one year, during which AC intends to withdraw the TC brand from the market. The useful life can be estimated as the period during which a significant competitor will fill the
gap after the withdrawal of TC from the market, which will depend on many variables, such as the extent of entry barriers. Example: Purchased software that will not be used after business combination Acquiring Company (AC) acquired a competitor, Target Company (TC), which had customized customer relationship management (CRM) software
with a fair value of $2 million (determined on the assumption of continuous use). AC has its own CRM software and therefore intends to migrate all TC customers within 6 months. As a result, TC’s CRM software will be useless after 6 months, it has been so customized that AC will not be able to sell it to third parties. AC recognizes TCa}’s CRM
software at the fair value of 2 million dollars even if it will only use it for 6 months. This software will be amortized in those 6 months, as this is the period during which AC will benefit from it. At the time of acquisition, entities should recognise all liabilities if there is a current obligation and the possibility of a reliable valuation. In particular, entities
shall recognise contingent liabilities assumed for which a current obligation exists, even if the probability of resource outflow is less than 50% (IFRS 3.22-23). Conversely, entities cannot recognise liabilities for future expenses for which there is no current obligation at the acquisition date. In particular, the restructuring that the purchaser intends to
carry out is not recognised at the acquisition date. The acquirer measures identifiable assets acquired and liabilities assumed at their fair value at the acquisition date (IFRS 3.18-19), with some exceptions as specified below. IFRS 3 does not specify how to measure fair value, as this is covered in IFRS 13. Assets acquired in a business combination
shall be accounted for on a “new start” basis, e.g. receivables losses or accumulated amortization of fixed assets should not continue to be accounted for on the buyer’s balance sheet (IFRS 3.B41). There are exceptions to the recognition and measurement principles of IFRS 3 that apply to certain assets and liabilities . These are set out in paragraphs
3.22-31.54-57 of IFRS and include the discussed elements of The acquirer shall recognise contingent liabilities assumed for which there is a current obligation at fair value, even if the probability of a cash outflow is less than 50% (IFRS 3.22-23). This approach is different from requirements of IAS 37 where liability is only recognised when the
probability of resource outflows exceeds 50%. After initial recognition, contingent liability is measured at the higher of the following amounts: the amount that would be recognised in accordance with AS 37; the amount initially recognised minus, if applicable, the cumulative amount of revenue recognised in accordance with IFRS 15. The next
measurement method specified above prohibits recognition of a liability assumed in a business combination until it is established or expires. In the case of contingent assets, the purchaser should not recognise them unless the target has an unconditional right at the date of acquisition. If there is an unconditional entitlement, an asset is no longer
considered contingent and must be recognised at fair value and subsequently measured in accordance with appropriate IFRSs, e.g. IFRS 9 (IFRS 3.BC276). It is often difficult to assess whether a right is unconditional, especially for non-contractual activities. In practice, if there is any doubt, a separate asset is not recognized until all the uncertainties
are resolved. Deferred tax arising from temporary differences and unused tax losses is accounted for in accordance with IAS 12, i.e. not at fair value (IFRS 3.24-25). Deferred tax is recognised for assets and liabilities recognised in combination business and for fair value adjustments (IAS 12.19). Further discussion of business combinations and income
tax accounting can be found in IAS 12. Employee benefits are recognised and measured in accordance with IAS 19, i.e. not at fair value (IFRS 3.26). Often the purchaser will protect himself from uncertain and/or unknown outcomes of pending or potential issues related to the target. The most common examples are claims and litigation (C&L) where
the seller promises to reimburse the buyer if the amounts payable as a result of C&L relating to pre-acquisition events exceed a certain amount. In such cases, the buyer has an indemnification asset. This asset should be measured (both on initial recognition and on subsequent measurement) on the same basis as the indemnification element (C&L
liability in our example) taking into account credit risk (IFRS 3.27-28). In practice, such activities are valued at the same amount as related liability, subject to contractual limits for compensation. Right-of-use assets and lease liabilities for leases where the tenant is the target are recognised at the present value of the remaining lease payments as if
the lease acquired were a new lease on the date of acquisition. The purchaser measures the right-of-use asset at the same amount as the rental liability, adjusted to reflect favorable conditions or of the lease with respect to market terms (IFRS 3.28A). Further information on locations in IFRS 16. Operating rents in which the goal is the minor are not
recognized separately if the terms of a lease are favorable or unfavorable unfavorable compared to market conditions. On the contrary, leasing terms are taken into account in the fair value assessment of leasing activity (IFRS 3.B42). It may happen that one of the activities acquired within a corporate aggregation is a right previously granted by the
purchaser to the company under the acquisition. In most cases it is a right to use an activity (relevated or not by the buyer) by the buyer (such as the trademark). This right is recognised as an activity in a corporate aggregation, but the fair value assessment must be based only on the remaining contractual duration, i.e. without considering possible
contractual renewals (IFRS 3.29). A repurchase right should be depreciated in the remaining contractual period. If the conditions of repurchase law are favourable or unfavourable in relation to market conditions, a profit or loss must be found in the event of a regulation on a pre-existing report. See a separate section on share-based payment
agreements in the context of corporate aggregations in IFRS 2. The assets acquired for sale must initially be valued at fair value net of sales costs as provided by IFRS 5 (IFRS 3.31). Starting is the difference between (IFRS 3.32): Transferd consideration, remaining minority interest, Fair value of the buyer’s interest previously held in the objective and
net assets identified and liabilities assumed. Example: Illustration of the calculation of the start-up Acquirer Company (AC) acquires 80% of the shares of the Target Company (TC) for $100 million. TC has the following activities and liabilities at the acquisition date: AC assesses that the fair value of TC assets and liabilities is equal to their net
accounting value, as presented in the prospectus of TC’s financial and financial situation. In addition, AC believes that the TC mark is an identifiable activity to be detected at the time of acquisition. It is a brand generated internally, so it was not recognized by TC. The fair value of the 'TC' mark is estimated at 20 million dollars. The impact of the
acquisition on the consolidated financial statements of AC is as follows ($m): the start represents the future economic benefits deriving, for example, from the acquisition of labor force, the expected synergies or the acquired activities not identified and detected separately. IFRS 3.B64e requires a qualitative description of the factors that make up the
start. The start is not shocked, but is subject to verification of the reduction of value at least once a year as provided by IAS 36. However, this approach could change in the future as a result of IASB’s ‘Goodwill and Impairment’ project. If the start refers to the acquisition of a foreign subsidiary, itexpressed in the functional currency of this subsidiary
and subsequently converted according to the provisions of IAS 21. The amount transferred is the sum of the fair value of (IFRS 3.37): assets transferred by the buyer, liabilities to former shareholders supported by the buyer and equity interest issued by the buyer. Usually, the fee is paid in cash. cash.the buyer transfers other assets, they must be
revalued at the fair value at the date of acquisition. Any difference between the fair value and the net accounting value is detected immediately in P/L. This rule does not apply to activities transferred to the target as the buyer controls them even after the acquisition (IFRS 3.38). Sometimes the amount (level) of consideration depends on future events.
This consideration is indicated as a potential consideration and should also be found at fair value within a corporate aggregation. IFRS 13 general criteria for determining the fair value of liabilities also apply to potential considerations. Note that the share of the potential consideration that depends on the continuous use of the forwarding shareholder
(“useful’) must be excluded from the accounting of acquisitions and treated as a cost for future exercises (IFRS 3.B55 (a) and IFRIC update of January 2013). If all potential considerations are paid in full, but the purchaser is entitled to a partial return, this right is recognised as a fair value activity and decreases the total amount (IFRS 3.39-40).
Changes in the fair value of potential considerations resulting from events following the acquisition date (e.g. the achievement of performance objectives after the acquisition) are recorded in P/L. The P/L classification is not covered by IFRS, it is usually presented as a component of the operating result and changes resulting from the cancellation of
the currentization are presented in the financial burdens. The potential consideration classified as net assets according to IAS 32 is not subsequently re-determined and its regulation is accounted for in net assets (IFRS 3.58). See IAS 32 for the distinction of net assets/passivity. Sometimes the buyer has the right to hold part of the consideration for a
certain period of time, for example in the event of violation of the contract of purchase of shares by the seller (e.g. in case of non-communication of a credit towards the buyer). Any changes/adjustments of the consideration will result from additional information on facts and circumstances existing at the date of acquisition and treated as adjustments
of the evaluation period. Similarly, the level of the consideration often depends on the level of the circulating capital of the supplier at the date of acquisition, but this is determined some time after the acquisition. Any changes in the balance of the target’s circular capital on the date of acquisition are treated as corrections of the evaluation period. It
is possible that the buyer obtains control without transferring the consideration. This may occur, for example, when the objective regains its actions orSome rights held by previous checkpoints of control decay. All IFRS 3 requirements also apply to this type of business aggregation (IFRS 3.43-44). The IFRS 3 allows two evaluation criteria for minority
holdings (IFRS 3.19): fair value or proportional quota of the current property tools of identifiable net activities of the objective. Note that the variant 2 is only available for representative capital tools that are equity instruments and entitle them to a proportional share of the net assets of the target in the event of liquidation. Therefore, for example, the
preferred shares which, in case of liquidation, entitle their holders to a disproportionately greater or lesser share of the net assets of the objective must be valued at fair value (equitable value). The fair value of minority holdings must be determined using the assessment techniques provided by IFRS 13. If the target shares are listed, their fair value
will be determined as “price x quantity”. However, this will hardly happen, and it is important to keep in mind that the fair value of minority participation will usually be lower than the implicit one with a simple reference to the buyer’s control participation. This is due to the fact that the buyer paid the so-called control prize (IFRS 3.B44-B45). Note
that minority holdings are all instruments classified as actions and not only actions. Example: two methods of measuring non-control interest Acquirer Company (AC) acquires 70% of the Target Company (TC) capital for $50 million. The net identifiable assets of TC at the acquisition date measured in accordance with IFRS amount to $40 million. The
impact of the acquisition on the consolidated financial statements of AC is as follows ($m): Method 1: Minority interest measured at fair value: * valued at fair value according to IFRS 13, different from a simple math: $50/70%*30%. Method 2: Interests of minority measured at the current rate of participation: the decision on the assessment criterion
can be taken on a single operation basis. Three are the main implications of this decision: Minority interests measured at fair value will usually be higher than those measured at the proportional share of the net identifiable assets “the corresponding impact affects the start-up, making it even higher (see the above example). When a loss by value
reduction is due to start-up, its amount will be higher if minority participation is valued at fair value (see point 1. above). The loss by reduction of added value will be allocated to minority interests. When minority participation is subsequently reduced by the purchase of additional shares by the controller, this operation is accounted for as an operation
on capital under IFRS 10. The greater the evaluation of minority participation before the operation, the less the reduction of consolidated net assets after the operation. A buyer can gain control over the objective in which he held a stake at the time of obtaining control. For example: the Acquirer Company (AC) has a 30% stake inCompany (TC), and
subsequently acquired an additional 40% that, overall, gives AC a 70% stake and control over TC. This operation is often referred to as 'stage acquisition' or 'acquisition of flour pieces'. In this case, the interest of 30% must be redetermed at the fair value at the acquisition date and at the eventual difference between the fair value at the date of
acquisition of the control and the accounting value. accounting.be recognised as gain/loss in P/L or OCI as if it had been sold (including OCI recycling to P/L if applicable) (IFRS 3.41-42). The fair value of the equity interest previously held in the target is therefore derecognized and included in the calculation of goodwill. In theory, the equation used
for the calculation of good will can give a negative number. It is such cases, a one-off gain on buying a deal is recognized in P/L. But before that, IFRS 3 requires the reassessment and review of all the steps made in the corporate acquisition accounting (IFRS 3.34-36). IFRS 3.B64n(ii) also requires a disclosure of the reasons for which the operation
resulted in a gain (e.g. the seller was under pressure due to liquidity problems). The earnings on purchases of contracts are rare in real life. If initial calculations reveal such gain, the equitable assessment of goods is usually decreased (alternatively - the equitable assessment of liabilities has increased). This happens because one-off earnings are
usually excluded from the KPIs observed by management and investors. On the other hand, lower the value of the goods, lower resulting in depreciation and depreciation charges or earnings available. IFRS 3 does not cover excess payments. This is why the ASB believes that such instances are rare are almost impossible to detect. In any case, a buyer
cannot recognize any loss of acquisition due to excessive payment, so any excessive payment will increase the value of good will. In theory, excessive payment triggers a loss of damage during the nearest disability test (IFRS 3.BC382). Acquisition costs, such as professional fees, should be spent at times when costs are incurred and services are
received. Costs for issue debt or equity securities are recognised in accordance with IAS 32 and IFRS 9 (IFRS 3.53). The complexity of business combinations combined with access often limited to the financial data of the target before the acquisition can make the acquisition accounting impossible to conclude before the reporting date. IFRS 3 takes
account of these limitations and introduces the 12-month measurement period. This is a period during which the buyer can make retrospective changes to the acquisition account if he obtains new information on facts and circumstances that existed at the date of acquisition. These modifications must be retrospectively applied with the modifications
of comparative data, such as depreciation costs (IFRS 3.45-50). IFRS 3.51-52 paragraphs; B50-B62 cover existing relationships and transactions entered during business combinations that are separate de facto operations. Transactions which first came into effect for the benefit of the buyer or the combined entity,that mainly for the benefit of the
objective (or its former owners) before the combination, they are likely to be separate transactions and must be accounted for separately from the business combination. Examples of such operations carried out in IFRS 3.52 are: settlements of existing pre-existing relationships Buyer and target, compensation of employees or former target owners for
future services (see also IFRS Update 3.B55 (a) and January 2013 IFRIC). IFRS 3.B50 lists the factors to consider when assessing whether a transaction should be accounted for separately from a business combination. These include reasons for the transaction, which initiated the transaction and the timing of the transaction. In addition, IFRS
paragraphs 3.B54-B55 provide detailed guidance on contingent payments to employees or former owners of the target that assists in determining whether such payments are remuneration for future service or a contingent consideration for the target. Accounting for share-based payment arrangements in the context of business combinations is
covered by IFRS 2. If the business combination establishes a pre-existing relationship, the acquirer recognises a gain or loss, measured as follows (IFRS 3.B52): for a pre-existing non-contractual relationship (such as a cause), fair value. for a pre-existing contractual relationship, the lesser of (i) and (iii): the amount for which the contract is favourable
or unfavourable from the buyer’s perspective in relation to the time limits for current market transactions for the same or similar items, the amount of any settlement provisions provided for in the contract available to the counterparty to whom the contract is unfavourable. Example: Settlement of pre-existing lawsuit Acquirer Company (AC) acquired
Target Company (TC) for $100 m. Prior to the acquisition, TC filed a lawsuit against AC for breach of contract terms. TC requested a payment of $10m from AC. AC did not recognise any provision as it believed that the probability of cash outflow related to this case is only 20%. The fair value of the liability is estimated at $2 m. This claim becomes an
intra-group claim after the business combination, so it should be considered effectively resolved in the consolidated financial statements of AC and AC should account for this agreement separately from the business combination. $2m should be spent as a settlement cost, and the remaining $98m should be considered as a consideration for acquiring
TC. Example: Settlement of pre-existing contract Acquirer Company (AC) acquired Target Company (TC) for $100 m. Prior to the acquisition, TC was an AC supplier. At the date of acquisition, they had a supply contract valid for product Y at fixed prices and the remaining contract term was 3 years. As the prices of product Y have fallen on the market
since the conclusion of the contract, it was unfavourable to AC at the acquisition date. AC has been contractually committed to order a minimum of 1,000 pieces of Y each year until the contract expires. AC could terminate the contract, but then would need to pay a $5 million penalty TC. The fair value of the contract from the perspective of the
supplier (TC) is determined to $7 million, of which $3 million refers to fixed prices above the market, and the remaining $4 $4It refers to market prices. In other words, $ 3 million is the fair value of the contract attributable to the fact that it is unfavorable for AC. As part of the acquisition accounting, the $ 3 million consideration paid are recognized
by AC as expenditure on the regulation of the pre-existing contract. The remaining $ 4 million corresponding to market prices constitute a part of the start (IFRS 3.ie56). In case of acquisition of activities that do not constitute an activity, the buyer recognizes the identifiable individual activities (and passivities) allocating the cost of the acquisition
based on their values relating to the date of purchase. Goodwill is not recognized (IFRS 3.2b). Entities are needed to identify the buyer for each business combination (IFRS 3.6-7). The buyer is an entity that gets control over the target. A ¢ 4,— A "ControlA ¢ 4,— ~ is used here in the meaning introduced by IFRS 10. It is usually easy to determine
which entity is the buyer - is the entity that transfers into cash or problems of equity instruments and is clearly larger (in terms of activity, revenue, etc.) compared to other parts involved in the transaction. Paragraphs IFRS 3.B14-B18 provide more guidelines on the purchaser's identification. IFRS 3.B19-B27 paragraphs provide indications on a
particular type of business combination called reverse acquisitions or reverse acquisitions or Reverse IPO (initial public offer). Reverse acquisition occurs when a company (usually) negotiated publicly is detected by a private society. First of all, the owners of the private company get control over the public society by purchasing an adequate number
of share on the market. Secondly, the public company A ¢ &4,— A "Acquires" The private society issued its quotas to the owners of the private company. Finally, both entities are merged in a single entity or private company operations are transferred to the societa Publish. In the end, the benefit for the owners of a private company is that they can take
their public audience without going through the expensive and long IPO process. The public company is usually a legal buyer as invents actions to the owners of the private company in exchange for shares in the private society. Despite the legal classification, if the guide in IFRS 3.B14-B18 indicates that the private company is de facto the acquirer,
consideration is transferred to the seller. However, IFRS 3 takes into account instances when the control is obtained before or after the closing date (IFRS 3.8-9). determine the acquisition date Acquirer Company (AC) acquired target company (TC). The following milestones refer to the transaction: preliminary agreement signed: June (subject to
approval by the competition authorities). Consent of the competition authorities: 20 September. Final agreement signed: 24 September. Payment by AC to former TC owners: 25 September. A.C. Ownership of the shares entered in the court register: November 3. As already mentioned, the key to determining the acquisition date is the concept of
control. In the previous example, the check was probably obtained on September 25, that is, when the payment was made. In practice, payment is often made at the same time as the final agreement is signed. If there are legal procedures to be completed after the acquisition, they are usually virtually certain that they will be successfully completed
and control of TC is usually transferred from the previous owners of TC to AC before that date. In practice, the acquisition date for accounting purposes is often set at the end of the month, as it is easier to determine the value of the assets and liabilities acquired. This approach is specifically permitted by IFRS 3.BC110 as long as there are no material
events between the end of the month and the effective date of acquisition. The US GAAP allows the use of the buyeras accounting basis in the buyeras separate financial statements. For example, fair value adjustments recognised in the consolidated financial statements are “pushed” down in the separate financial statements of the acquired entity.
However, pushdown accounting is not permitted by IFRS. More information on pushdown accounting can be found in the Deloitte roadmap series. See other pages related to IFRS 3: Scope of application of IFRS 3 Accounting for business combinations
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