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Voices on ReportingWelcome

Series of knowledge sharing calls

Covering current and emerging reporting issues

Look out for our Accounting and Auditing Update, 
IFRS Notes and First Notes publications

Scheduled towards the end of each month
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Overview of Ind AS 103, Business 
Combinations1

2 Key differences between AS 14, Accounting for 
Amalgamations and Ind AS 103

3
Overview of key amendments introduced by the 
Companies (Amendment) Act, 2015 (Amendment 
Act, 2015)
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Voices on ReportingAgenda

Overview of Ind AS 103, Business 
Combinations1

Scope and definitions

The acquisition accounting process

Accounting for common control 
business combinations
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Voices on ReportingWhat is a business combination?

 A business combination is a transaction or other event in which an acquirer obtains control 
of one or more businesses

 Transactions sometimes referred to as ‘true mergers’ or ‘mergers of equals’ are also 
business combinations as that term is used in this Indian Accounting Standard

 If an entity acquires an asset or a group of assets, including any liabilities assumed, that 
does not meet the definition of a business, then the transaction is not a business 
combination.
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Voices on ReportingScope in/scope out of Ind AS 103

When does Ind AS 103, Business Combinations apply

Ind AS 103, Business Combinations applies to all business combinations. 

Exclusions from Ind AS 103:

Ind AS 103 does not apply to:

 Accounting for the formation of a joint arrangement in the financial statements of the joint 
arrangement itself

[

 Acquisition of an asset or a group of assets that does not constitute a business (cost 
allocated to identifiable assets/liabilities on the basis of their relative fair values at the date of 
purchase). Such a transaction or event does not give rise to goodwill.

Carve in from IFRS 3, Business Combinations: Ind AS 103 is also applicable to a 
combination of entities/businesses under common control.
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Voices on ReportingWhat is a business?

 A business is an integrated set of activities and assets that is capable of being conducted or 
managed for the purpose of providing a return in the form of dividends, lower costs or other 
economic benefits directly to investors or other owners, members or participants

Input Processes
Provide or have the ability 

to create output

 Judgement required - Market participant view to determine whether the acquired set of inputs 
and processes meet the definition of business

 Rebuttable presumption that a set of assets or activities in which goodwill is present is a 
business.
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Voices on ReportingAgenda

Overview of Ind AS 103, Business 
Combinations1

Scope and definitions

The acquisition accounting process

Accounting for common control business 
combinations



© 2015 KPMG, an Indian Partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG 
International”), a Swiss entity. All rights reserved.

10

Voices on ReportingSteps to acquisition accounting

Step 1: Identify the acquirer

Step 2: Determine the acquisition date

Step 3: Identify and measure consideration transferred

Step 4: Identify and measure identifiable net assets

Step 5: Measure non-controlling interest (NCI)

Step 6: Determine goodwill or gain on a bargain purchase

Step 7: Recognise any measurement period adjustments.
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Voices on ReportingOverview of the acquisition method

Goodwill Consideration 
transferred

Non-
controlling 

interest

Fair value of net 
identifiable 

assets
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Voices on ReportingStep 1: Identify the acquirer 

The acquirer is the entity that obtains control of the acquiree

Use Ind AS 27, 
Consolidated Financial 

Statements to 
determine who has 

control

Consider additional factors 
identified in Ind AS 103

Relative voting rights in 
combined entity

Existence of large minority 
voting interest in 
combined entity

Composition of governing 
body and senior 

management of combined 
entity

Terms of exchange for 
equity interests

Relative size entities
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Voices on ReportingStep 2: Determine the acquisition date

The acquisition date is the date on which 
an acquirer obtains control of the acquiree

Date on which fair 
values of identifiable 
assets acquired and 
liabilities assumed 
are determined and 

goodwill is measured

Date from which profit 
or loss and other 
comprehensive 
income of the 

acquiree is included in 
the consolidated 

financial statements of 
the acquirer

Implementation issues

 Designating an effective date 
of acquisition

 Agreements with retroactive 
effect

 Shareholder approval

 Regulatory approval

 Public offers

 Acquirer consulted on major 
decisions

 Date of acquisition in 
business combination 
achieved in stages.
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Voices on Reporting
Step 3: Identify and measure consideration 
transferred

 Consideration transferred is measured at fair value on the acquisition date, and 
includes:

- Assets transferred
- Liabilities incurred to previous owners
- Equity interests issued

 Acquisition-related costs are excluded from consideration transferred, and expensed as 
incurred

 Costs related to issue of equity or debt recognised in accordance with financial 
instruments standard.
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Voices on ReportingContingent consideration

 Contingent consideration is an obligation of an acquirer to transfer additional assets or equity 
interests to the former owners of an acquiree as part of the exchange for control of the acquiree if 
specified future events occur or conditions are met.

 However, contingent consideration also may give the acquirer the right to the return of previously 
transferred consideration if specified conditions are met.

Recognised at fair 
value on acquisition 

date

Classified as liability 
or equity according to 

Ind AS 32
May be an asset
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Voices on ReportingDetermination of part of a business combination

 Transaction entered into primarily for a benefit of the 
acquiree/former owner: Likely to be part of a business 
combination

 Transaction entered into primarily for the benefit of the 
combined entity: Likely to be separate from a business 
combination.

Determining what is part of a business combination

Transactions that are separate from a business combination

 Settlement of pre-existing relationships

 Remuneration of employees or former owners of the acquiree
for future services

 Reimbursement of the acquiree or its previous owners for 
paying the acquirer’s acquisition related costs.

Implementation guidance

Factors to assess whether a 
transaction is part of a business 
combination or is a separate 
transaction are:

 the reasons for the 
transaction

 who initiated the transaction, 
and

 the timing of the transaction.
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Voices on ReportingStep 4: Measure identifiable net assets

Recognition

Measurement

- Must meet definition of asset/liability at the acquisition date

- Must be exchanged as part of acquisition instead of a 
separate transaction

- Contingent liability (exception)

- Consider deferred tax impact

Measured at fair value at acquisition date



© 2015 KPMG, an Indian Partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG 
International”), a Swiss entity. All rights reserved.

18

Voices on Reporting

Measured at fair 
value without 

consideration of 
intended use 

Intangible assets

All identifiable intangible 
assets recognised separately 
from goodwill

Types of intangible assets

- Separable, or

- Arise from contractual 
or other legal rights.

- Marketing-related 

- Customer-related

- Artistic-related

- Contract-based

- Technology-based.
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Voices on ReportingStep 5: Measure non-controlling interest (NCI)

 NCI are measured either at:

- their proportionate interests in fair value of identifiable net assets, or

- fair value

Election made on a transaction-by-transaction basis.
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Voices on ReportingStep 6: Determine goodwill or gain or bargain 
purchase

Option 1: NCI measured at fair value

Goodwill = Consideration transferred + 
NCI1 at FV2 - Fair value of 
net identifiable assets

Gain on bargain purchase

 The acquisition equation results in a gain on bargain purchase

 Reassess identification and measurement

Carve out from IFRS 3 - Recognise gain in ‘other comprehensive income’ and accumulate the 
same in equity as ‘capital reserve’.

1Non-controlling interest (NCI) 
2Fair value (FV)

Option 2: NCI measured at their 
proportionate interest in 
identifiable net assets

Goodwill = Consideration transferred + 
NCI based on net assets -
Fair value of net identifiable 
assets
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Voices on ReportingStep 7: Recognise any measurement period 
adjustments

 Measurement period is a period after acquisition date when an entity can adjust preliminary 
business combination accounting

- If new information obtained about facts and circumstances that existed at acquisition date

- Ends when information obtained or determined not available

- Cannot exceed one year.
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Accounting for common control business 
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Voices on ReportingCommon control business combination and its 
accounting

 Common control business combination means a business combination involving entities or 
businesses in which all the combining entities or businesses are ultimately controlled by the same 
party or parties both before and after the business combination, and that control is not 
transitory

 Control may be by an individual or a group of individuals acting together under a contractual 
arrangement who may not be subject to the financial reporting requirements of Ind ASs

What is a common control business combination?

Accounting for common control business combinations

Common control business combinations are accounted for using ‘pooling of interest method’

 The assets and liabilities of the combining entities are reflected at their carrying amounts

 No adjustments are made to reflect fair values, or recognise any new assets or liabilities. 
Adjustments to harmonise accounting policies are made

 The financial information for prior periods is restated as if the business combination had occurred 
from the beginning of the preceding period

 Consideration may consist of securities, cash or other assets. Securities shall be recorded at 
nominal value. Assets other than cash shall be considered at their fair values

 Identity of reserves shall be maintained.
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Voices on ReportingInd AS 101, First-time Adoption of Ind AS

 The objective of Ind AS 101 is to:

– provide a suitable starting point for accounting in accordance with Ind AS

– set out the procedures to be followed by entities for adoption of Ind AS

 Business combinations - For business combinations that occurred before the date of transition, 
entities have the following options:

 Restate all business combinations

 Restate all business combinations that occurred after a particular date of the first-time adopters 
choosing but before the date of transition, or

 Do not restate any business combinations prior to the date of transition

 Applies also to acquisitions of associates and interests in joint ventures.
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Voices on ReportingKey differences between AS 14 and Ind AS 103

Determining acquisition date

Current guidance deals only with amalgamations 
on a date which is mandated by court or an 
agreement. Under current practice, acquisition or 
merger schemes are often accounted using an 
‘effective date’ of accounting for acquisition.

Under Ind AS 103, the definition is more broad-
based and acquisition date is the date on which the 
acquirer obtains control of the acquiree.

Mandatory use of acquisition method of accounting

Under the current guidance in AS 14, there are two 
methods of accounting for amalgamations. The 
pooling of interest method and the purchase 
method. Under purchase method, the acquired 
assets and liabilities are recognised at their 
existing book values or at fair values.

Currently, there is no comprehensive standard to 
measure fair value.

Ind AS 103 prescribes only the acquisition method 
for each business combination. Under the 
acquisition method, the acquired identifiable 
assets, liabilities and contingent liabilities are 
recognised at fair value.

Under Ind AS 103, common control transactions 
are accounted for using pooling-of-interest method.
Fair value is determined by using the principles of 
Ind AS 113.
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Fair value of consideration transferred

Consideration for the amalgamation means the 
aggregate of the shares and other securities issued 
and the payment made in the form of cash or other 
assets by the acquirer to the shareholders of the 
acquiree.  While it is required that non-cash 
elements of consideration should be included at fair 
value, it is also stated that the value of any 
securities (forming part of consideration) fixed by 
statutory authorities may be taken to be their fair 
value.

Consideration transferred is the sum of the fair 
values of the assets transferred, liabilities incurred 
to the previous owners of the acquiree, equity 
interest issued and contingent consideration 
transferred. 

Key differences between AS 14 and Ind AS 103

Acquisition related costs

Currently, there is no specific guidance on 
acquisition related costs.

Ind AS requires acquisition related costs to be 
charged to the statement of profit and loss. 
Costs to issue debt or equity securities shall be 
recognised in accordance with Ind AS 32 and Ind 
AS 109.
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Voices on ReportingKey differences between AS 14 and Ind AS 103

Contingent consideration
When the additional payment is probable and can 
reasonably be estimated at the date of 
amalgamation, it is included in the calculation of 
the consideration.

Contingent consideration is recognised initially at 
fair value. Contingent consideration classified as a 
liability generally is remeasured to fair value each 
period until settlement, with changes recognised in 
profit or loss. Contingent consideration classified 
as equity is not remeasured.

Measurement period
No such concept exists under the current 
guidance.

Under Ind AS 103, goodwill determined on initial 
acquisition date cannot be changed unless 
additional information about facts and 
circumstances that existed at the acquisition date 
has been received during the ‘measurement 
period’. Measurement period cannot exceed 12 
months from the acquisition date.

Goodwill - annual impairment testing

Under current guidance, goodwill arising on 
amalgamation in the nature of purchase is 
amortised over a period not exceeding five years.

Under Ind AS 103, goodwill is not amortised but 
tested for impairment on an annual basis in 
accordance with Ind AS 36, Impairment of Assets.
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Voices on ReportingOverview of key amendments introduced by the 
Amendment Act, 2015

Current requirements of the Companies Act, 
2013 (2013 Act) and relevant Rules Amendments

 Clause 49 of the Equity Listing Agreement 
issued by the Securities Exchange Board of 
India (SEBI) provides that an audit committee 
may grant an omnibus approval for a related 
party transaction proposed to be entered into 
by the company, subject to certain conditions

- Such omnibus approval would be valid for a 
period not exceeding one year and will 
require fresh approvals after the expiry of 
one year

 Under Section 188 of the 2013 Act, a 
company is able to approve certain related 
party transactions through a special 
resolution.

 A proviso to Section 177(4)(iv) to the 2013 Act has 
been inserted to permit omnibus approval for 
proposed related party transactions subject to such 
conditions as would be prescribed.

 Section 188 of the 2013 Act has been amended to 
provide that a company would now approve certain 
related party transactions through a resolution

 Section 188 of the 2013 Act has been further 
amended to exempt related party transactions 
between a holding company and its wholly-owned 
subsidiary from the requirement of approval by non-
related shareholders provided the accounts of the 
wholly-owned subsidiary is consolidated with the 
holding company and is placed before the 
shareholders at the general meeting for approval 
(similar to Clause 49 of the Equity Listing 
Agreement).

Norms for related party transactions eased
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Voices on ReportingOverview of key amendments introduced by the 
Amendment Act, 2015

Current requirements of the 2013 Act and 
relevant Rules Amendments

 Under Section 143(12) of the 2013 Act, if 
an auditor of a company, in the course of 
the performance of his duties as an 
auditor, has reason to believe that an 
offence involving fraud is being or has 
been committed against the company by 
officers or employees of the company, he 
should immediately report the matter to 
the Central Government within the 
prescribed time and by the prescribed 
manner as given in the relevant Rules.

In absence of any specific reporting 
threshold, the auditor was obligated to 
report insignificant amounts to the 
Central Government.

 Section 143(12) of the 2013 Act has now been amended 
to provide as follows:
- Reporting to the Central Government by auditors 

would be required only if the amount involved 
exceeds the threshold that would be prescribed

- In case of a fraud involving lesser than the specified 
amount, the auditor is required to report the matter to 
the audit committee (if constituted) or to the Board 
within such time and manner as may be prescribed

- The companies whose auditors have reported frauds 
to the audit committee or to the Board but the 
company has not reported to the Central Government, 
should disclose the details about such frauds in the 
Board's report 
Consequential amendment has been made in Section 
134(3)(c) of the 2013 Act which deals with the Board’s 
report.

Threshold prescribed for reporting of frauds by the  auditors
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Voices on ReportingOverview of key amendments introduced by the 
Amendment Act, 2015

Current requirements of the 2013 Act and 
relevant Rules Amendments

 As per Section 179(3) of the 2013 Act, Board of 
Directors are permitted to exercise certain 
powers by means of a resolution passed at Board 
meetings e.g. approval for borrowings, 
diversification of business, amalgamation, merger 
or reconstruction

 Under Section 117(3)(g) of the 2013 Act, 
resolutions passed above are required to be filed 
with the Registrar of Companies (ROC) within the 
prescribed time period

 Section 399 of the 2013 Act, inter alia, permits 
any person to inspect any documents by 
electronic means kept by the ROC in accordance 
with the prescribed Rules. 

 In order to protect strategic business decisions, 
Section 117(3)(g) of the 2013 Act has now been 
amended to provide that no person will be 
entitled under Section 399 to inspect or obtain 
copies of resolutions passed under 
Section 179(3) of the 2013 Act. 

 Proviso to Rule 15 of the Companies (Registration 
Offices and Fees) Rules, 2014 has been inserted 
to provide that no person should be entitled to 
inspect or obtain copies of resolutions referred to 
in Section 117(3)(g) of the 2013 Act.

Strategic business decisions protected
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Month Topics Link

April 2014 • Companies Act – Implementation questions
• SEBI corporate governance norms

Click here

May 2014 • Companies Act - Matters for first board and general meetings
• ICAI’s roadmap for adoption of Ind AS 

Click here

June 2014 Companies Act, 2013 – clarifications issued by the Ministry of Corporate 
Affairs (MCA) 

Click here

July 2014 Tax accounting standards – implementation challenges Click here

August 2014 Related party transactions – the Companies Act, 2013 Click here

September 2014 • Recent amendments in tax audit forms
• Key amendments to Clause 49 of the Equity Listing Agreement

Click here

November 2014 • Exposure draft on Ind AS 101, First time adoption of Indian 
Accounting Standards

• Probable benefits and challenges of Ind AS conversion

Click here

January 2015 • Ind AS implementation roadmap
• Revised drafts on Income Computation and Disclosure Standards 

(ICDS)

Click here

Links to previous recordings of Voices on 
Reporting 

http://www.kpmg.com/IN/en/IssuesAndInsights/ArticlesPublications/voices-on-reporting/Pages/April-2014.aspx
http://www.kpmg.com/IN/en/IssuesAndInsights/ArticlesPublications/voices-on-reporting/Pages/May-2014.aspx
http://www.kpmg.com/IN/en/IssuesAndInsights/ArticlesPublications/voices-on-reporting/Pages/June-2014.aspx
http://www.kpmg.com/IN/en/IssuesAndInsights/ArticlesPublications/voices-on-reporting/Pages/July-2014.aspx
http://www.kpmg.com/IN/en/IssuesAndInsights/ArticlesPublications/voices-on-reporting/Pages/August-2014.aspx
http://www.kpmg.com/IN/en/IssuesAndInsights/ArticlesPublications/voices-on-reporting/Pages/September-2014.aspx
http://www.kpmg.com/IN/en/IssuesAndInsights/ArticlesPublications/voices-on-reporting/Pages/November-2014.aspx
http://www.kpmg.com/IN/en/IssuesAndInsights/ArticlesPublications/voices-on-reporting/Pages/January-2015.aspx
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Voices on ReportingLinks to previous recordings of Voices on 
Reporting 

Month Topics Link
February 2015 • Overview of Income Computation and Disclosure Standards (ICDS)

• Significant impact areas of ICDS
• Next steps for ICDS implementation

Click here

March 2015 • Overview of Section 143(12) of the Companies Act, 2013
• Persons covered for reporting under Section 143(12) of the 

Companies Act, 2013
• Reporting on frauds in various scenarios

Click here

April 2015 • Overview of key changes and implementation challenges for 
companies that adopt ICDS from this year

• Overview of the financial reporting and regulatory developments 
introduced under the Indian GAAP during the year ended 31 March 
2015

Click here

May 2015 • Salient features of Ind AS 16, Property, Plant and Equipment and Ind 
AS 38, Intangible Assets

• Key differences between AS 10, AS 26, Ind AS 16, Ind AS 38
• Key aspects of application guide issued by the Institute of Chartered 

Accountants of India (ICAI)

Click here

http://www.kpmg.com/IN/en/IssuesAndInsights/ArticlesPublications/voices-on-reporting/Pages/February-2015.aspx
http://www.kpmg.com/IN/en/IssuesAndInsights/ArticlesPublications/voices-on-reporting/Pages/March2015.aspx
http://www.kpmg.com/IN/en/IssuesAndInsights/ArticlesPublications/voices-on-reporting/Pages/Default.aspx
http://www.kpmg.com/IN/en/IssuesAndInsights/ArticlesPublications/voices-on-reporting/Pages/Default.aspx


© 2015 KPMG, an Indian Partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG 
International”), a Swiss entity. All rights reserved.

35

Voices on Reporting

Q&A
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Voices on ReportingKPMG in India’s IFRS Institute – Re-launched

In addition to proprietary KPMG content, the website provides links to several other sources of information 
related to IFRS and its implementation. The site can be accessed by all interested parties at no cost. 
Additionally, the site provides the facility to register as a member by providing certain minimal information. 

To download KPMG content, become registered members of the website by following few easy steps.
https://www.in.kpmg.com/IFRS

You can reach us for feedback and questions at 
in-fmkpmgifrsinst@kpmg.com

KPMG in India is pleased to re-launch IFRS 
Institute - a web-based platform, which seeks to 
act as a wide-ranging site for information and 
updates on IFRS implementation in India. 

The website provides information and resources 
to help board and audit committee members, 
executives, management, stakeholders and 
government representatives gain insight and 
access to thought leadership publications on the 
evolving global financial reporting framework.

https://www.in.kpmg.com/IFRS
mailto:in-fmkpmgifrsinst@kpmg.com
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1. Indian Accounting Standard (Ind AS) 103, Business Combinations issued by the Ministry of Corporate Affairs (MCA)
2. Accounting Standard (AS) 14, Accounting for Amalgamations issued by the Institute of Chartered Accountants of India 

(ICAI)
3. Indian Accounting Standard (Ind AS) 101, First-time Adoption of Indian Accounting Standards issued by the Ministry of 

Corporate Affairs (MCA)
4. KPMG’s IFRS Handbook, First-time adoption of IFRS
5. KPMG’s IFRS Notes: IFRS Convergence - a reality now! MCA notifies Ind AS standards and implementation roadmap 

dated 23 February 2015
6. KPMG’s Insights into IFRS, 11th edition  2014-15 
7. KPMG’s publication: Transition to Ind AS - Practical insights - May 2011
8. ICAI’s publication: Differences between Ind ASs and Existing ASs
9. KPMG’s First Notes: The MCA amends the Companies Act, 2013 dated 2 June 2015.
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Issue 2015/02

The IASB issues a formal proposal to defer the effective date of 
the new revenue standard
21 May 2015

On 19 May 2015, the IASB published an ED of proposed 
amendments to IFRS 15 to change the effective date of IFRS 15. It 
proposes that IFRS 15 would apply for annual reporting periods 
beginning on or after 1 January 2018. Earlier application would 
continue to be permitted. Entities would also continue to be permitted 
to choose between applying the standard either retrospectively to 
each prior reporting period presented or retrospectively with the 
cumulative effect of initially applying the standard recognised at the 
date of initial application.

The IASB also received a number of unsolicited comment letters from 
stakeholders, e.g. telecommunication and software industries, 
supporting a deferral of the effective date of IFRS 15. In their view, a 
one-year deferral would improve the quality of implementation, 
particularly in the light of the availability (or lack thereof) of 
information technology systems. Therefore, the IASB holds a view 
that a one-year deferral would be sufficient in terms of providing 
additional time to implement IFRS 15.
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Accounting 
and Auditing 

update

May 2015
• The ICAI provides guidance on provisions relating to depreciation under 

the Companies Act, 2013
• Accounting of investment property
• Share application money – accounting and disclosures 
• Guidance note on accounting for rate regulated activities
• Disclosure of discounts while presenting revenue
• Proposals for changes to accounting for income taxes under U.S. GAAP
• Regulatory updates

First Notes

The MCA issues relaxations for private companies from certain 
provisions of the Companies Act, 2013
On 24 June 2014, the Ministry of Corporate Affairs (MCA) vide                   
Section 462(1) of the Companies Act, 2013 (2013 Act) issued a draft 
notification proposing a number of modifications with respect to certain 
Sections of the 2013 Act that would be applicable to a private company. 
The comment  period ended on 1 July 2014. 
After nearly one year, on 5 June 2015 the MCA issued a final notification 
which provides exceptions/modifications/adaptations to some of the 
provisions of the 2013 Act for private companies. These notifications would 
come into force from the date of their publication in the Official Gazette.
Our issue of the First Notes provides an overview of the key 
exceptions/modifications/adaptations made to the 2013 Act for private 
companies. 



© 2015 KPMG, an Indian Partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG 
International”), a Swiss entity. All rights reserved.

40

Voices on ReportingOthers

Coming up next

June 2015

New issue of:
• Accounting and Auditing Update
• First Notes
• IFRS Notes

Missed an issue of  
Accounting and 

Auditing Update?

Missed an issue of the  
First Notes?

Download from www.kpmg.com/in 



Thank you

www.kpmg.com/in
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