Consolidation - Associate

o Initial Accounting (On the date of Investment
i.e. Retrospective)
o Calculation of Goodwill/ Capital Reserve

o Goodwill = Cost of Investment (PC) — Share
of Equity

Equity Method

Investment
+ Goodwill/ (Capital Reserve)
S Cost
+ Profit/ Loss
- Dividends

Carrying amount of investments



Equity Method

o Elimination of unrealised profits/ losses 1o
the extent of investor's interest in the

associate

o Uniform Accounting Policies

Example

o H Ltd. holds 25% stake in A Ltd at cost of Rs. 5
lacs. Goodwill of Rs. 1 Lac. At the time of
investment, Share capital was 10 lacs and
Reserves was 6 lacs.

o As at March 31, 2014, A's share capitalis 10
lacs and Reserves is 30 lacs

o Also CY profit is 8 lacs and dividend is 4 lacs.

o How will these transactions be accounted
fore




Solution

Investment
Goodwill
Cost

Share of Post-acg Reserves
Share of CY profit
Share of Dividend
Carrying Amount

Case Study

o X Itd. invests in 25% shares of A Ltd in 2012.
In 2014, A Ltd revalues its assetfs by Rs. 15
lacs and creates revaluation reserve 1o
that extent.

o How should X Ltd account for this using
Equity Method in its consolidated financial
statements?




Step Acquisition (15 to 30)

% Investment Net worth as

on that date
01/04/2010 5,00,000 15,00,000
01/04/2012 115 4,00,000 20,00,000

Cost of Investment: 5,00,000 + 4,00,000 = 9,00,000
Equity as on date of significant influence: 20,00,000
Share of Equity (30%): 6,00,000

Goodwill: 9,00,000-6,00,000 = 3,00,000

Goodwill

o AS 23 is silent on amortisation

o AS 26 — acquired goodwill - 10 years
rebuttable period

o Mixed opinions

o Tested for impairment




Case Study

o T Company equity accounts for its

40% interest in § Company. S's

financial statements include the following:

Rs'000
o Revenue 600,000

o Cost of sales (250,000)

350,000

o Operating expenses (285,000)

65,000

o Tax [20,000)
45,000

o s the following statement true or false?
o T's consolidated revenue should include Rs. 240,000 in respect of §

o True
o Fdlse

Case Study

o T Company equity accounts for its 40% interestin § Company. §'s
financial statements include the following:

Rs'000
o Revenue 600,000

o Cost of sales (250,000)

350,000

o Operating expenses (285,000}

65,000

o Tax (20,000])
45,000

o s the following statement true or false?

o T's consolidated profit before tax s
respect of §
o True

o False

hould include Rs. 26,000 in




Case Study

o P Company owns 80% of M Company and 35% of
O Company. The tax charges in their individual
statements of comprehensive income are:

P Rs. 200,000
M Rs. 560,000
O Rs. 800,000
o What amount should be shown as the tax charge
in the consolidated statement of Profit & Loss?
o Rs. 1,560,000
o Rs. 760,000
o Rs. 1,040,000
o Rs. 928,000

Case Study

o C Company owns 25% of B Company. The following
figures are from their separate financial statements:

o C: Trade receivables Rs. 840,000, including Rs. 30,000
due from B

o B: Trade receivables Rs. 215,000, including Rs. 50,000
due from C

o What figure should appear for frade receivables in
C's consolidated balance sheet?

o Rs. 1,055,000
o Rs. 1,035,000
o Rs. 832,500

o Rs. 840,000




Case Study

o Partnership firm is a subsidiary, associate
or djoint venture?¢

Joint Venture Accounting

o Jointly Conftrolled Operations
o Jointly Conftrolled Assets
o Jointly Conftrolled Entities

o Confractual Agreement is must!!

o Mandatory for Separate Financial
Statements also




JCO

o Own Assets

o Own Liabilities

o Own Expenses

o Share of Income

JCA

o its share of the jointly controlled assets
o any liabilities which it has incurred;

o ifs share of liabilities, if any

o Its share of income and expenses

o Ifs own expenses




JCE

o Proportionate Consolidation Method
o Uniform accounting policies
o Calculate Goodwill/ Capital Reserve

o De-recognise own share of unrealised
gains/ losses

Case Study

A Ltd has a 25% equity interest in JV Ltd which has
been correctly classified as a jointly controlled entity.
During the year ended 31 March 2015 A Ltd sold goods
to JV Ltd for Rs. 1,60,000. JV Ltd held these goods in its
inventory at 31 March 2015. The goods had cost A Ltd

Rs. 1,00,000.

What amount inrespect of JV Ltd's inventories should A
Ltd recognise in its consolidated balance sheet at 31

March 20152
© Rs. 36,250
9 Rs. 40,000
9 Rs. 25,000
9 Rs. 100,000




llustrative Accounting
Policies

Wipro Limited
ii.  Principles of consolidation
The idated financial have been preg
on the following basis:
- Thec lidated financial include the Minority interest in the net assets of consolidated

financial statements of Wipro and all its subsidiaries,
which are more than 50% owned or controlled. The
financial statements of the parent company and its

jority owned / ¢ lled subsidiaries have been
combined on a line by line basis by adding together
the book values of all items of assets, liabilities,
incomes and expenses after eliminating all inter-
company balances / transactions and resulting
unrealized gain / loss.

= The excessof the cost to the parent of its investments
in a subsidiary over the parent’s portion of equity at
the date on which investment in the subsidiary is
made, is recognised as ‘Goodwill. When the cost to
the parent of its investment in a subsidiary is less
than the parent’s portion of equity of the subsidiary
at the date on which investment in the subsidiary is
made, the difference is treated as'Capital Reserve’ in

the lidated financial

subsidiaries consists of:

a) the amount of equity attributable to the
minorities at the dates on which investment in
a subsidiary is made; and

b)  the minerities share of in equity
since the date of parent-subsidiary relationship
came into existence.

Minority interest in share of net result for the year is
identified and adjusted against the profit after tax.
Excess of loss, if any, attributable to the minority
and above the minority interest in the equity of the
bsidiaries is absorbed by the Company

The lidated financial are 4

using uniform accounting policies for similar
transactions and oth in similar circumstances.




TATA Capital Limited

ii. Basis for Consolidation
Tha-" i the indivi i of tha Company,
its jointly antity and latas as on March 31, 2012 and for the period
mmmwemwﬂa:aﬂﬁmmmnmmnmmmmm
basis:
a Thefin  the Company and its have b i

B barsis by adding togethes the book values of like dems of assets, Kabilities, income and
oxpansas, after sliminating intra - group balances and intra - group fransactions msulting in
wnnealised profits or losses as per Accounting Standard (AS) 21 on ‘Consalidated Financial
Statements’ as nolified by the Companias (Accounting Standards) Rulas, 2006.

b} of tha joil have b I on aline by line
mmemrMemwm ullltelemsolmlabﬁes moome and expenses,

notified by the C [ Rules, 2006 using the “proporionate
consolidation” method,

|
E
ubssesaspe(hnmnhng&nndmiz?on leﬂmgdlmmnhmwmmm |
|
|

¢} The consolidated financial stalernents include the share of profitiloss) of associate companies,
wnichara accounted underlhe‘Equi!y method” in accordance with Ascounting Standard (AS) 23

for in Ci 3 Financial as nolified

mmmm(mmmn)mb;m‘ h profiti] of th d
company has been 1o the cost of i An Associale is in
vhich ichis neither ickary nor a jointly
entity.

d) The financial ol the and the used in the arg
dravwm up 1o The same reporting date as hat of the Company, i e. March 31, 2012

@) The excess of cost to the Company, ol its i i th ickaries and the i ower
tha Company's portion of equity is ised in the financial as Goodwill and is

tasted for impairment on an annual bass.

acquisition date over its cost of iInvestment Is treated as Capital Reserve. 'S

fi  The excess of the Company's portion of equity of the subsidianies and the associates on the . l

TATA Capital Limited
CONSOLIDATED STATEMENT OF PROFIT AND LOSS
FOR THE YEAR ENDED MARCH 31, 2012

(Rs. in Lakhs)
HNote For tha For the
MNo. Year Ended | Year Ended
2012 | March 31, 2011
1 Financing Income b4 138,416
) Investment Income: 2 41415 22365
B Otherlncome .l 21,947 11,745
] IV Total Revenue (I + Il + if) 269,309 172,526
V  Expenses: - |
Finance 24 156,611 101,032
benefits expense = 23354 18,154 |
Cithér operating Aapanses. = 43,932 42,080
ion and amortisation n 3Baz 2,664
Amontisation of axpenses 2,038 2,084
Total expenses 87T | 165384
VI Profit before exceptional and extracrdinary
items and tax (IV - V) 39,532 6,532
VIl Exceplional items = -
Vil Mmmhnl&uwmﬂﬂ-\"n 39,532 6,532
IX  Extraordinary Hems 5 .
X Pmll before tax (VI - 1X) 39,532 6,532
Xl Tax expense:
(1) Currenl tax 14,896 4,338
(2) Dafemed tax (2867 (1,208)
13] MAT Credit Entitlernant (1,073) 22
(4] Current tax expenses relating to prior years. - 12
i Total Tax expense 10,956 3172
XNl Profitfor the year from Continuing Oparations (X-XI) 28,576 3,360
XNl Profit /L - -
XV Tax expanse of discontinuing opsrations - -
XV Profit from discontinuing operations (after tax) (X1l - XIV) - .
xwi 109 743
xvi 3,775 2,549
XVl Profit for the year (XIl + XVI + XVI)) 32,461 6,652 °
XX Earnings per share:
(1) (in Rupees 1.20 034
(2] Diluted (in Fupoes) 127 0.31 L 3




TATA Capital Limited  wore-z- (R in k)
INVESTMENTS (at east) 3, 2m2 Astat March 31, 2011
Current Current Current
partion of portion of
Long-Term Lang Term
: TERM INVESTMENTS
o
i :

Investmont in Others

Guated -
Irvestment in Equity Shares. 207ET - 30,758 |
Investment in Deberiures 64,423 7357 42364 b |
Irvestment in Govemment Securises 5.074 - S074
Irvesiment in Equity Shares 2814 2,039 21,128 .
e — con | 19w | as | s
4
28. The Group has investments in tha following associates, which are on the Equity = 1,226 - 1296
Francial as 3 the C Standards) Rules, 2006: - ; e -
(F118) = {5.530) -
Hame of the Company Country of % Holding % Holding 213,176 13992 174,450 66,314
i Incorporation asat asat
31032012 Joazom
&Mt Financials Limited Inclia @O 40
Tata s Limited™ Inclia. o oL
Hemisphonm Propartios India Limited® Inchia 5 5
Pracision Camshals Limited” Inclia % o
Tata Capital Special Situation Fund Inclia 2678 2727
Tata Capital Heahh Care Fund Inda 231 468D
Tata Cagpital Inncvation Fund Inchia 2885 3847
India Callections Management °
Privabe Limiled” Incia 4050 4050
R based on adited financial a5 atfor the year onded March 31, 2012 L

TATA Capital Limited

The Financial the g jointty entities as per. q
Standard 27 on ‘Finandal Reporting of I in Joint as notified by the Companies (Accounting
Standards) Rules, 2006.
Name of Jointly controlled Entity % Holding % Holding
as at as at
31.03.2012 31.03.2011
Nectar Loyalty Management India Limitad”
(w.e.f5" March 2012) 49 NA
Consolidated based on dited financial as atffor the year ended March 31,2012
The 9 are in the in respect of the jointly controlled
entity referred to in Note above, based on the proportionate consolidation method:
(Rs. in Lakhs)
PARTICULARS Asat
March 31, 2012
Assats:
Deposits 44
Advances Paid 2
Cash and Bank Balances 611
Duties & Taxes 57
Liabilities
Sundry Creditors 42
Income NIL
Expenses
Purchase of data base license 545 °
Others ) l




Ind AS and Consolidation

Consolidation Procedure

o Ind AS 103 Business Combinations
o FV of Assets & Liabilities
o Non-controlling Interests
o Goodwill
o Deferred Tax
o Ind AS 110 Consolidated Financial Statements
o Line-by-line
o Inter-company Elimination
o FV Adjustment
o Deferred Tax on FV Adjustment




Consolidation Procedure

o Ind AS 28 Investment in Associates & JV
o Equity Method
o FV of Assets & Liabilities
o Goodwill

o Inter-company Elimination
oInd AS 111 Joint Arrangements

o Joint Operations

o Joint Ventures

Thank You!

CA. Anand Banka
anand.banka@talatiandtalati.com
Mob: 9867353743




