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CHAP TER 2: CONS OLIDA TION _ DATE OF
ACQU ISITIO N
Page 17S
PROBL EM2-1
The con~ensed balance sheet as of December 31, 2019 of Moses Corporation and Jacob
Co.rporatlon are:
Moses Corp.
350,000
550,000
900,000
Current assets
Noncurrent assets
Total assets
Liabilities
Ordinary share, P20 par
Retained earnings
Total liabilities &amp; sharehold ers' equity
Jacob Co.rp.
150,000
350,000
500,000
100,000
250,000 /~~
150,000
500,000
250,000
400,000
250,000
900,000
shares of its ordinary shares in ~ c h ~ f all
On Janwny 1, 2020, Moses Co.rp. issued ~
per
the outstandi ng voting shares of Jacob Corp. Moses Corp. shares has market value o
0,000
share. The combinat ion qualifies as an acquisition and Moses incurred lefa.J fees of
t9 . bt6,_,t ret(
(a,00~
10,ooa
and share iss~F c~
•
/
' •
~
R~t;K : &middot;
l!J
2.
0~
Rf 10
It,
Si
M'tJ~
4t)OI''2ot)lv
~t
w:,&quot;-'
Journaliz e the transactio n in the book of Moses Corp. to recognized the purchased of
interest in Jacob Corp.
Journaliz e the working paper elimination entries as of the date of acquisition.
OS - J ~ . wtL,
.
~
~ - J~
GrJ lwl&quot;-1 ~ i\\ n,kl Ci-ODlv
The condense d balance sheet as' of Decembe r 31, 2019 of Moses Corporation and Jacob
@
Corporation are;
PROBL EM2-2
f\QN 1&frac14;)'.L
Moses Corp.
Current assets
Noncurrent assets
Total assets
Liabilities
Ordinaiy share, P20 par
1/,
Retained earnings
Total liabilities &amp; shareholders' equity
750,000
550,000
1,300,000
300,000
500,000
500,000
1,300,000
JON_ DATE OF
. tfau
Jo~
..
Page 1,~
of the outst~ding voling Sha,
6isI'uon an~ M?ses_ tnCWTed lega1 ~ ~~
~o Jacob if 1t will hit a profit that is ~
;?tatest 3 years of operation. The con .
wle on January 31, 2021. Based \
:et will be satisfied is between ~5% to 7~
,d except for Invento~ with. fair value 1
'I @.!r-.v,
&middot;1'\
1
I f
Ii
I
4n\L
Cu-ki
4o~
4~
~
ii&middot;
:&gt;ncurrent asset~, ~chin~ 1s asse8Sed ~
d. Non-controlling mterest 1s measured~
t assets,
Ll&lt;Ak
ITT ~ c;.k~ 1!J{l,,
\2J ~ -=301'~
rMoses Corp. to recognized the purch~
(l.f~
Gw t2Dll-
NCJ
1,,ToV-\t'\V , 1,-.yi.,l ~\L-
n entries as ofthe date of acquisition.
Fition as of date of acquisition.
_~
I can do ~l~~t~ Christ who gives me strength.
-Philippians 4:13
\\\
I •
Condensed Statements of Financial Position ofLove Corp. and You Corp. as of Decembi
2019 are as follows:
'You
Love
P65,000~
l / P175,000 Co,t)~
Current assets
ooo
~ L..... 725,000
Noncurrent assets
I
,, UtJ&lt;;'~
, 1/ ~~T&gt;
-;::;.z;=
1,
I
qoo~
'1q t;\L
n~(
c:;..--'
- t,ave'
iwi
I 1,~b \.,
( ~)
1
I
-
GvJ__ L
-
65,000
550,000
35,000
250,000
Liabilities
Ordinary shares, P20 par
Share premium
Retained earnings
r
35,000
300,000
25,000
130,000
J - ~ On January 1, 2020, Love Corp. issued 35,000 shares with a market value of P25/sharefi
, ( li&gt;~
, ---\~
:::---
assets and liabilities of You Corp. The book value reflects the fair value of the ~
811
liabilities except that the noncurrent assets of you have fair values of P630,000, •
non~e11t as~ of Love are overstated by P30,000. Contingent consideration, ~~.
detenmnable, •.s .e~ual to Pl5,000. Love also paid for the&middot;stock issuance costs worth
and other acqu1s1tion costs amounting to p Io 000
ln'I\ (~~ 1' 'K) ~✓ ~~-r l~ / ~ ~
f'J ~ 1\--rt
(o\J) Iv
Cw
CHAPTER 2 • CONSOLI&quot; D
ATION i - DATE OF
ACQUISI TION
tf
f
Required:
1. Consolidated assets as of date ofacqu&middot;,s1'ti'on.
2 &middot; &middot; Consol1'dated equity as of date of acquisition.
PROBLEM 2 - 4
-
'?,A'\)~
~L,
c~~)
~ \1l\l)
I
~~
On Jb~uati~ 2 , 2020, the Statement of Financial Position of Love and Hope
comm onare:
Cash
Inventories
PPE (net)
Total Assets
Current Liabilities
Ordinmy Share, P 100 par
Ordinmy Share Premiwn
Retained Earnings
Total Liabilities &amp; Equity
Page 177
~ - Swf
o~,.., _p,.,\lfn?1c/&middot; ~v
~~y prior to
Love Company
P225,000
150,000
375,000
P750,000
Hope Company
P7,500
P45,000
P7,500
75,000
225,000
405 000
P750,000
.
,
~ 1rv -
15,000
52,506 ~, ttru
01-('{r\
P~O- qqlc
7,500
15,000 ..
45,000
P75,000
The fair market value of Hope Company's PPE (net) is P76,500.
.
&middot;. \lfv~ \n~/~
.~
Req'J)l'ea:
C,rn '&quot; ~~.~ I. Assuming Love Company acquired all the outstanding share of Hope Company
resulting to a goodwill of P33,000, contingent consideration is P18,000, compute the
consolidated balances of the following ,as of date of acquisition:
a Assets ~ ~~t ~q~-\ ~:,~ - ,tt... (VO ~ 1'&gt;/S 1.&cent;-0
b. Liabilities / 4~ ~ -q-~ -\- \&frac14;, -; -rti, .cfD
c. Shareholders' equity ~ 1'0Si 11
f'.-JN~ c\l~)
_;:;:;:-~1\,L,
~ v,J
2. Assuming Love Company acquired 90% of the outstanding ordinary share of Love
Company for P121,500 and NCI is measured at fair value, compute the consolidated
\.
balances of the following as of date of acquisition:
a. Assets :; ::rn~ t ~ql t43/V&quot;'1 - l?-lirn ?11I •
b. Liabilities &quot;'- 4~ 1 ~ &quot;i $'1,~
c. Shareholders' equity -:: 1b51-~ 13,~ ; i!~1rtv
~{(\ NG1, fv
~\,OT.)
WN~
c;-y-J
p\t'VV '
'1.~)
( G\l~
------{1.~
~
v
~~:Jfjll.; L~; ~~ • w1
~
-l ;; Y~ ~
ATE OF
lrj~.v 4 -
rfolc,
~
oNSOLJDA
C H A P T E R l: NC
A C Q U IS I! IO
[)
trr' '&quot; /
i:
Plvk
,{I_ .._./
- ~
/~
~ ~~r&middot;
Nl.i \
- -
-IT
OBLEMZ- 5
f v~~ ., ~,' ~
N(J -I~•-
&middot;
✓ ~
q{/;,
&middot;
.
g ordinary
Q
in
nd
ta
outs
e
th
f
o
es
ar
sh
. 27
ction s ~
of
~ t y se
'
rs
de
ol
eh
ar
sh
e
tlt
:w
1li '
20, P CompllllY iw:iu
Earnings, P1?0,000.
d
ne
ai
et
R
d
~ Januacy 1, 20
an
00
'0
s o f this 00
fair
ompany for P540,000. A 00J)ar, P3 t ~ d liabilities are equal _to_ thetr
~
Caoita.J Pl
ammg useful life 0~tf
rJ&quot;\n1:i~tpJf of Share
by PS0,000, with rem
i~
fOQ ~
-1.,,
bvV ((\ V&middot; ; n
)'-)Ll
~~lo
rnar{ '
;,::ed
;:r,~ Jc &middot; 1~t
[toll.,
V
T IO
S1ro
f,JJkft r//T'nQ(t/ )l
ho l
k_,,
. ..
Sition.
qW
he parent as o~ ~ e o fac
&gt;f date ofacqws1tton.
~ain purchase.
wL
!
~
' shares with a 1iur value 0
1)
n8
di
or
r
pa
O
l
P
f
o
s
re
_,. ia
min~~ prior to ~
ea
~
in
ta
re
's
eo
om
R
tso norge Company..
tional COsts:
share for all the net asse
rred the fuUowmg addi
cu
m
eo
om
R
p~
combination amounted ro
P25 000 1
n
tio
na
bi
12 'oooi
business com
nations
bi
m
co
Legal fees to arrange the
ss
ne
si
bu
ith
w
d
3'ooot
ncy fees relate
Accounting and consulta
es
at
fic
rti
'
ng new stock ce
✓ &lt;&pound;:,~
Cost ofprinting and issui
d
te
ca
lo
, including al
b\--~
( 20,000,
Indirect costs of combining ive salaries
ut
ec
ex
d
an
ad
he
over
I 30,(N]J
siness combination
bu
ith
w
d
te
la
re
e
fe
r's
de
Broker's and fin
Compan as di sso1ved,
e
ig
Jo
ch
hi
w
in
n
tio
na
bi
yw
siness com
Immediately befodreeqthuietiebus were as follows:
Jorge's assets an
Fair value
Book value
Pl,1OO,000
Current assets
Pl,000,000
2,200,000
Plant assets
1,500,000
Liabilities
300,000
es
ar
Sh
y
ai
in
rd
O
2,000,000
gs
in
m
ea
d
ne
Retai
200,000
I
f;
Required:
.
!
gs after th
•:1- i 17 ~
M
(
:
is
1. The retained earnin
n
tio
na
bi
m
co
ss
increase ~ :m e
f the acquirer?
2. How much ~s the net
o
ty
ui
eq
'
rs
de
ol
eh
ar
sh
\{l\) k, '\ ;
m
S~ \~~&frac14;U, -
1
' ~ 1,l,N')
( 11)U/)
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PRO BLE M2 -7
,,,,~ ~'l
&middot;
• •
• •
&middot;.. 1
r 31, 2020 is as
mbe
Dece
of
The state men t .of .finan
as
pany
Com
ibty
Hum
of
, . . Chu POSltion
follows:&middot;' -&middot; &middot;
'\
.
Assets
Cash
Acc ount s rece ivab le
Inve ntor ies
Prop erty , plan t and equi pme nt
p
175,000
250,000
725,000
950,000
p 2,1002000
Liabilities and Shareholders'--Equity
p 250,000
Cwr ent liabilities
450,000
Mortgage payable
200,000
Ordinary share capital
400,000
Sbare..:premium
8002000
Accumulated profits
p 2,100,000
all of the outstanding shares of Hum ility .:
On Janu ary 14, 2020 the Faithful Inc. &middot;bought
isition, the fair mark et valu e of Hum ility 's
Com pany for P 1,80 0,00 0 cash. On the date of acqu
Hum ility 's property, plan t equipment was P
inve ntor ies was P 675, 000, whil e the fair value of
lities of Humility were equal to their book
1,10 0,00 0. Jne fair valu e of all othe r assets and liabi
Contingent consideration with &middot;estimated fair
valu es. Leg al fees incu rred amo unte d to P20,000.
&middot;
valu e of P50,000 is also avai lable on that date.
Required:
1.
2.
&middot;..
&middot;
m
of
Faithful Inc. The amo unt of good will reco rded the book s
The cons olid ated asse ts as of date of acquisitiOll.
~
PR OB LE Ml- 8
th~ outstanding ~are ~ of So~ Company for
On Janumy 2, 2020 , Papa , Inc. acqu ired g~~ of
stockholders ~ty section of the two
Pl,9 52,0 00 cash. At the time of the ~si tio n, the
companies is show&middot;n below:
(In thou sand s)
l~r'r'\v (# J
, . LLtt ~ Common stock
\J CS- ✓ 1,W ~ti on al paid in capital
~ IV\
Papa Inc.
.,
P 4,000
3,000
6.840
p13M{)
\_
A-,..,1 ~ .\\ \\
~
\J
~
&middot; s
~ Retai ed earning
Retain
\- )
( {J}li/ Total
~
(p .
fb .
Direct costs o usmess
at its implied fair value.
.
Son Company
Pl,600
480
420
P2,500 .: '
--- -. g NCI&quot;1S measured
. m.m
Assu
000.
P33,
to
d
unte
amo
rred
incu
n~on
combm&quot;cu..1:
~ -----
--2020?
What is the C:nsolidated shareholders' equity on Janumy 2,
1
.
--17
1&middot;&middot;-, &middot;
&middot;
z&middot;
coNsoLJ DA
cHAPTER 1o&middot;N
I
b
.,. '&amp;ti
.
.
AC QUI SIT
retaes
I
I
~
[
T{ON - DATE 0 11
ofJ&gt;490
e of p3SO,OOO an~
On J ,~
0.
P980,0
f
&middot;ned earnings
h dor .
00,00_0 and r : with a p 12 par . . d a P3s ~~
Financial C~mpan;b:e O
Inc. ha~ ordtn~ 000 shares o oroinatY. sh share. This combmatton was 8Ccofairv~
llntClj
, tst.andin8 ordinaJ'Y
Market issued ,
PROBLEM 2 - 9
of Financial CompaDY sou
acquisition.
?
l'dated et
n asset.
. n what was&middot;the conso l
~9;-fn ~
Immediately after the corobinatJO '
~ -;niolc.+ q~ ~ -t 11qo (L 7
.
~
PROBLEM 2 -10
/
=-
tstanding stock ofSam Company. The separate~
00
Pit Corporatio n~ ~ ; ofdi~::n iminediately after the acquisition and the COOk
.
of financial posdi~ of Pi~ . orpor:s follow :
stat~ent of financial position are
1
.
. Current.assets
Investment in Sam Company
Goodwill
)
(
Property and equipment net
Total
Current liabilities ,
00
Capitals tock
Retained earnings
~
Su.~
w 1 WMV
Q&lt;i
/ii&lt;&quot;\1
( VIJV V
(➔ Iv
1/
Pit Corp.
P106,000
100,000
-0-
Consolidated
270,000
P476,000
359,900
PS14,000
-
P:QS,OOO
~
350,000
1 l l,000
N~OO
Pl46,6()()
-o.
7,500
P28,000
~
350,000
111,000
~~
P12,500 of ~e exce~ payment for the investment in Sam was ascnoed t o ~
property and equipment; the balance of 1he excess payment was ascribed ~
assets of Sam included a P2.000 receivable from Pit which arose before the combinatim
Required.:
1. What was the total of the current ~sets on Sam's separate state!J)ent offinan~
at the time Pit acq~ its 80% interest? %, ~ t 1,tl -- n ,(a;rt) , ,
1
: A. ~at was the .stockholders' equity of Sam Company before Pit acqutre
tJ(t. _ r-:. \nllterest?
~
&middot;r\
-~
&quot;tJ~FrA~~
~
G~
5~~
rlJNk:A/ \tq~
( l1--l \v-v )
S---- lo1VJ
~
C H A P T E R 2:
A C Q U IS IT IO NC O N SO L ID A T IO N
D ~ TE O F
P ~ ge 181
MULTIPLE &deg;: 10 IC E (THE
ORY)
~~ a~~ IFRS 10: Consou&lt;hit
1.
2.
3.
are?t _18 •required to prepare conso ed Financial Statements:
lidated financial statements which
subSidiaries.
include all its
b. Parent entity is encourage
d but not required to prepare
statements.
consolidated financial X
c. P ~ t need not consolidate
a sub
different or not related from that sidiary if the subsidialy' s operation / industry is 'I
of pa ren t
&middot;
d. The preparation of consolid
1'
ated financial statements is requir
internal reporting pu rp o~ .
ed for the parent for 'f.
IF RS IO requires tha t control
assessme
nt must be done in order to determ
subsidiary relationship between
ine ifthere is a parentrel
ate
d entities. Which of the following
control ac co rdi ng to IFRS 1O?
is NOT an element of
a. Power over the investee
/
Exposure or rights to variable re
tu m V
Majority holdings ofthe outstand
ing shares of the investee
Ab ilit y to affect the retmns of
the investee _/ '
Goodwill recognized is attributa
ble both to the controlling interest
if.
&middot;. a &middot;&middot; 'NCI is measures at pro
portio
and non-controlling interest
nate share of identifiable net assets
fo.') NCI is measures at mir value
Y.
d
Either a or b
Goodwill is relatively hig h in va
lue, ~ as.q
esse&lt;i by 1he entity.
4. Non-Controlling Interest (N
Cn shall be presented .
a As a non-current liability
Separately from liabilities and pa
(s ) Within equity, separately from rent shareholders' equity
parent share~olders' equity
d. As a component of parent sh
areholders' equity
A
&middot; c
.,..f-ion paid cash for all the voting
5. Georgte
orp
ora
ord
.u
inary shares of Dave Company. Dave
&middot;n
•+;f t
.
to
ex
ist
as
a
sep
ara
w1 conUllue
te entity. Entnes for the &middot; prepa &middot;
ration of consolidated &middot;
.
financial statements (eliminatio
de
d
&middot;
n entries) wtll be recor
m.
dL ) A worksheet
~ Georgie Corporation's
books
c. Da ve Co mp an y's bo ok s
d. In the financial record of bo
th co
.
mpames
P,g
tI
bates of S COlllPanY; ~ a COllsolidati
tstancfing s will s Company s mventory be ~,
. s all the ou
bat value
Con,.
P co111panY obtaUl takeover, at w
&middot;~
6. inlJDediately afte~ the_ cal cost
a At Sts histo!1. . -date fair value
.d by p
~ At the acqUISIUO~e acquisitiO~ cost p~ces
c. A p~rcentag~:~ in the consolidated .
d. It will be 01111
d t either goodwill or gain on bar .
. .ti.on which resulte o
Sain~
1
7. At the ~t~ ?fan acq1lth:
d liabilities at book value
the acquisition roe 0 . b 'diaJ}''s assets an . al
d liabiliti .
a Consolidates the su ~ . 's assets at fair v ue an
. . _e~ at hookv,
b. Consolidates the subs~~ary, assets at book value and liabibttes at fair ~
c: consolidates the sub~~ary,: assets and liabilities at fair value.
v,
CoDSOlidak:S the subsidiarY
&middot;.
, ,
_
.. .'.
.@
.
.
b
st theoretical Justdicatton for the prepaiati
~
Which of the following is the e
S. consolidated financial ~~ements? but in substance they are separate.
a. In form the entities
one,
.ti. are
are separate
but in substance they are one.
Infonn theenti es
' ..
In form and in substance, the ent1t1es are one.
d~ In fonn and in substance, the entities are separate.
9. Faithful Coip. acquires 75% qfthe outstanding sh~es oaftfHopeful Company fct
that does not result to any goodwill or gain. Immediately er the combination:
a. .Consolidated retained earnings will be equal to the combined retained er
b.
c.
(1'c1\
\_j
the two companies.
Consolidated retained ,.eami&micro;gs will be equal to the sum of Faithful'1
earnings and 75% ofHopeful's retained earnings.
Consolidated retained,earnings will be equal to 7 5% of the combin~
earnings of the two companies.
Consolidated retained earnings and Faithful Coq,•s retained earnings,
same.
10. An investment in subsid'
sh0 uld
statements of the parent =g:
a Market value method
~
.
-
nonnally be accounted for in the separate
Co~method J/
r( ~~
&middot; Eq_wtymethod
d. Fau value method
~
e. Proportionate consolidati'
on method
vi\&frac12;- eo-/t
~Vvt
~:r-A.~
OI
&lt;
~
is
n
1
//2Sf
CHAPTER 2: CONSOLIDATION_ DATE OF _
ACQUISITION
Pagel83
11. A subsidiary, acquired for cash in a business combination, has an
.
.
_ value higher th~ its book value as ofdate ofcombination In th eq~ent WI~ a ~~et
entries prep~ed immediately after the acquisition, the differC:c::r th~ :is:~;liminvalationd
book value 1s:
ue an
a Ignored
b. Treated as an a&lt;l~ustment to the goodwill or gain
{j Treated as an ad~ustmentto the value of equipment
d. Treated as an adjustment to the retained earnings
e. Recognized as a deferred credit
12. ThP4nve~ent in subsidiary should be recorded on the parent's books at:
~ Farr value of consideration given
b. Fair value of consideration given plus direct costs incurred
c. Fair value of subsidiary's identifiable net assets
d. Underlying book value of subsidiary's identifiable net assets
13. Which of the following statements is CORRECT?
a. The non-controlling interest on subsidiary's net assets is based on subsidiary's
underlying book value.
h. The parenf s portion on the difference between book value and fair value of
subsidiary,s assets are recognized in the book of the parent.
c. Gain on bargain purchase represents the difference between the book value of net
assets acquired and consideration paid by the parent.
The total assets reported by the parent in its separate financial statements generally
will be less than the consolidated balance of assets as of date of acquisition.
€)
14. Which of the following costs of a business combination can be included in the value
charged to&middot;share premium (or additional paid in capital)?
a Direct costs of acquisition
b. Indirect costs of acquisition
(c.) Registration costs related to shares issued as consideration
'i
Issuance costs related to bonds issued as consideration ,
&middot; 15. When a company purchased an.o1her entity in, a business combination accounted as an
acquisition, the existing goodwill of the acquired entity should be treated in the following
manner:
a Goodwill is treated consistent with other tangible assets &middot;
b. Goodwill is recorded and written off as worthless after 5 years from the date of
acquisition.
_ DATE OF
NSOLJDt\ TJON
CHAPTER 2: CO
ACQUISITION
cquiree is not recognized and co
Q
d
.
. . g in the books ~f_the a
ll.s~
stm
Goodwill exi
date of 8 cquisinon. . g goodwill or netted from gain
worthless as of ~e.
robined with resu1nn
..
18
Existing g~ill co
ared .
d&quot;
.
.al position prep
unme tately at\cr
lidated statement
of financtthe_consolidated shareholders' equity is&middot;&middot; ~
16. In the__conso
ed subsidiary,
from combinanon.
&middot; tion of a wholly ownshareh lders' eqU1ty.
Equal to the parent h :oJders, equity.
Less than the parents are holders' equity.
'
.
c More than the parent share
b 'diary's shareholders eqwty.
d&middot;. Equal to the sum of parent and su Sl
•
.
.
of financial positio':1 prepared nnm~atel~ after ~
17. In the consohdated statement
.diary the consobdated shareholders equity is&middot;
acquisition of a partially owned subSt
, ' ui
.
o/&middot;
&middot;
Equal to the parent shareholders eq
8
b. Less than the parent shareholders' eqw~ &middot;
&middot;
th th
t shareholders' equity&middot;
More an eparen
d b 'cJiaiv's shareholders' equity.
Equal to the sum of parent an su s1 &middot;J
18. IFRS 10 defines control as:
.
.
.
a. Ability to direct the activities of an entity to o~tam benefi~s from 1t.
0n.\ Power over the investee, having exposure or nghts to variable returns and ab~
&quot;'--J to affect those returns,
c. Ownership ofmajority of the outstanding voting shares of the investee.
d. Having the power to formulate the policies of the investee and spearhead on i
major decisions of the entity.
19. In acquisition of stock resulting in a parent-subsidiary relationship, the parent company'1
Investment in Subsidiary account is
.
a. Allocated to individual asset and liability accounts in a parent company joU!Ill
entry
~ E~iminated in the working paper elimination entry.
c. Displayed among non-current assets in the consolidated financial statements.
d. Pre~ted within the equity portion of the consolidated statement of finan~
posttion.
&middot;
~
e. Netted with NCI in the consolidated financial statements.
N_ DA TE OF
cJI AP TE R 2: CO NS OL ID AT IO
AC QU ISI TI ON
Pa ge I 8S
.
ul
has recommended that a parent corporation sh ~ d_ conso!tdate the financial
ts
statements of the subsidiary into its financial statemen
. erc_ises ~nti:ol over the
ex
h
O
subsidiary, even without majority ownership. In whic
11
e owmg Sttuatlons would
control NOT be evident?
th
the controlling shareholder.
r~u n~ ~of ~ sub sidi ~ flow toagem
ent personnel
g an mvestee s key man
..
m
&middot;
Id
h
subsidiary's assets is available to all share o ers
~ Access to
. set by the parent.
&middot;
. 'dend poIicy 1s
d. D1v1
2o. JASB
&middot;
;;::i •~
~- !;';::!.~~a:
turn .
s.
the investee that sigm'ficantly affiect the m&middot;vestee, s re
of
ities
21. These are activ
&middot;
&middot;
ti'
&middot;
s
v1tie
a. MaJor ac
Relevant activities
c. Operating activities
d. Financing activities
@
indirectly, to a parent:
22. Equity in ~ubs~di3:1Y, not attributable, directly or
a Minonty mterest
~ Non-controlling interest
Y. Controlling interest
d. Non-attributable interest
an entity that:
23. According to IFRS 10, an investment entity is
the purpose of providing those
a. Obtains funds from one or more investors for
investor(s) with investment management services.
ose is to invest funds solely for
b. Commits to its investor(s) that its business purp
or bo1h
returns from capital appreciation, investment income,
tantially all of its investments on
c. Measures and evaluates the performance of subs
a fair value basis.
All of the above
e. Choices a and b are correct
@
sion-making authority is called:
24. A right to deprive the decision maker of its deci
a. Expulsion rights
Removal rights
c. Substantive rights
d. Protective rights
&reg;
e. Potential rights
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Pa
te l~
Entity A have control o~cr Entity 131
25. In which of the following ~5!811'7:::ares of Entity~- The maJor holding Clltit1
a. Entity A bolds maJonty O
adrnioisttative tasks.
es~~
A to voting rights related so~ely ~ B Entity A's interest in the ~
&quot;Ill\
st
b. Entity Aholds90%intere mEntltyar ~ue of Entity A's sharehol~Ksor~lb.
Bis fixed at 10% of the aggregate p fEntity Band -is .e ntitled to shar 8.3&middot; ~
c. Entity A holds majority ~~
:itity B are directed and controne: ~-&quot;an,1
returns. The relevant ~vines o
uy ~
party unrelated to Enbty A. th major decisions of Entity B. Entity A
Entity A ultimately makes
operation and suffers the most ifEnti:~sPrt;
the most if Entity has a pro
e
&middot;1 ~ ~~
loss.
f th oting rights of MNO Co. The I'einaini.n
26. Prosperity Company holds 40% 0
e v h h Id less than 2% of the votin • g ~
was held by thousands of shareholders, eac o t to consult any of the
nghts_N~
of the shareholders has contraetual arr~g~en
arding the abo
. ~s or~
collective decisions. Which of the followmg ts true reg
ve Situation?(~
the best answer)
b
p
.
a. Prosperity has power over MNO Co. ecause rospenty owns the bi~
percentage of shares.
.
. .
b. Prosperity does not have power over MNO Co. because its holding 1s not sufli~
rights to give power.
~ The 40% interest. above is presumed to have a de-facto control over MNov
because of the relative dispersion of other shares.
d Prosperity
not power over MNO because it holds only protective right.
~e;
ftabf
@)
ot
does
27. Company X and Company Y are each owned by three unrelated shareholders (i.e.tt
shareholder owns one&middot;- third of each company). The three individuals have an establlst
pattern ofvoting together but there is no contractual agreement in place that creates contri
or joint control for any of the shareholders. As part of the reorganization, the sharehol~
incoiporated a new entity, Company Z. Company Z issued shares to each of i
shareholders in exchange for 100% of the equity of Company X and Company\
Subsequent to the share exchange, the three shareholders now each own one thir~1
Company Z. Which is CORRECT?
The transaction is outside the scope of IFRS 3 and the acquisition methoot
accounting is not applicable.
b. The provision ofIFRS 3 will be applied to account for this transaction.
c. At the end of the accounting period, consolidated FS must be prepared
accordance with IFRS 10.
d. All of the above.
&reg;
e. None of the above.
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.
.
s is /are controlled by Amazin C
28 . Which of the fo~ow ing entitieial
to
ing
accord
tion
otpOra
g
&middot; IFRS 10: Conso lidated Financ Statements?
&middot; N y k
i. Entity CAF. Entity CAP is. listed m
ew or Stock Exchange. Amazing
ter
.
direct
a
has
Corp
45
m esf m % of Entity CAF; the rest is dispersed and
&middot;
none of the rest ~ the shareholders has more than 1%.
ii. ~ti: CEA. Amazing Corp. has direct interest of52% ofEnti ty CEA. It
contractual arrangement with Incredible Limited whereby bo1h
enti~e s can ~ppoint two members each to the board of directors. The board
ered
?f directors ts comprised of five (5) members, one of whom is consid
mdepe ndent. The decisions over the relevant activities are taken in
accordance with majori ty of votes in the board of directors.
~.
8
Q
Entity CAF only
b. Entity CEA only
c. Both entitie s
d. Neithe r CAF nor CEA
the same indust ry
29. Paren t A holds stakes in subsidiaries SI and S2 which both operate in
ing
sectcr. Parent A holds a con1rolling interest in S 1 and a 35% interest in S2. The remain
t share.
65 % intere st in S2 is held by Parent B. S 1 is much larger than S2 in terms of marke
15%. Parent
Its products accou nt for a&middot;mark et share of 40% where as S2 only accounts for
option s are
A also holds option s to acquir e a further 40% interest in S2 from Parent B. The
t A to acquir e
in the mone y but the compe tition authority has stated that it would only permi
S 1. Who have
the additional 40% share in S2- if A disposes of its controlling interes t in
control over S2? Why?
a Parent A because the option is in the money.
~ .- Paren t B becau se it is unlike ly that Parent A will exercise the option.
Y. Parent A because the right of Parent A is substantial.
d. Paren t B becau se the right of Parent A is only protec tive
e. None, because Paren t A and B has joint control
disclo sures for
30. Which of the follow ing standards set the requir ed comp~ehensive
consolidated financial statements?
a IFRS IO - -Consolidated Financial Statements
IFRS 3 - Busin ess Comb inatio n
~ IAS 8 - Accou nting Policies, Ch~g es in Ac~~ ting Estim ates and Errors
~ IFRS 12 - Disclosure of Interest m Other Entitles
b.
e. The Conceptual Framework
CHAPTER 2: co&middot;NSOLIDAT ION - DATE OF
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. MULTIPLE CHOICE (PROBLEM SOLVING)
Oil Januazy 3, 2020, Ephesians Corporation acquir~&middot; 75 percen~ of Deuteronollly
1. . Company's voting ordinary share for P90,000 cash. At tl_iat date, the farr value o~the non~
controlling interest was P30,000 (NCI is measured~ fair value). Deuteronomy s balanee
sheet at the date of acquisition contained the followmg balan~es:
Pl00,000
20,000
(20,000)
Ordinary shares
Ordinary share premium
-Retained earnings (deficit)
At the date of acquisition, the reported book values of Deuteronomy's assets and liabilities
approxilnated fair value. Elimination ~ntries are being made to prepare a consolidated
balance sheet immediately following the business combination.
Based~
the preceding information, in the entry to eliminate the investment balance:
a
etained earnings (deficit) will be credited for P20,000.
. Investment in subsidiary will be credited for Pl20,000.
c. Non-controlling interest will be debited for P30,000.
&middot;
d. Goodwill will be debited for Pl 5,000
2. &middot; Malachi Company purchased 80% of the voting ordinary shares of Lamentations Company
~or P900? 000. There are no liab~ties recorded in the books ofthe acquiree. Non-controlling
mterest 1s measured at proportionate share of Lamentation's identifiable net assets. The
&middot; following book and fair values are available for Lamentatioqs $ of the date of acquisition:
Book Value
Pl~,00_0
200,000
300,000
100,000
Current assets
Land and building
Machinexy
Goodwill
The machin~ will appear on the consolidated balance sheet at
~
600,000
&middot;
P300,000
P480,000
&middot; d. &middot; P~40,000
/
Fair Value
P200,000
200,000
600,000
?
~~~~r:i1~.
2
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3. The goodw ill to appear on the
.
..
to the combin ation is:
statement of financial position of Malachi Company related
~
200,00 0
~ ~100,0 00
C. Pl25,0 00
d. P-04. The workin g paper elimina tion entries prepared &middot;
edi t 1 aft
&middot; ati
ill
include :
unm . a e y er the combm
on w
~
redit to goodw ill, Pl00,0 00
b. Debit to machin ery, P600,000
~
Debi! to Non-co ntrollin g interest, P200,000
Credit to Non-co ntrollin g interest, P223,000
.&gt;ii'.'
5. On Decem ber 31, 2020, Saxe Cotp. was merged into Poe Corp. hi the busines
s
combin ation, Poe issued 200,00 0 shares of its PIO par ordinary share, with a market price
of P18 per share, for all of Saxe's commo n stock. The shareholders' equity section of each
compa ny's balanc e sheet immed iately before the combination was shown. below:
Ordina ry share
Ordina ry share premiw n
Retain ed earnin gs
Poe
3,000,000
1,300,000
2,500,000
Saxe
1,500,000
150,000
850,000
6,800 000
2,500 000
c
&middot; urred the following costs related to the acquisition: Finder 's fee - P20,000
oed
horp.
•me ce costs P25 000 In the Decem ber 31, 2020 consolidated balance sheet
an s are 1ssuan
p
total~&middot;q &middot;
b.
c.
d.
6.
,
&middot;
should be reported at:
Pl0,35 5,000
Pl2,90 0,000
Pl2,85 5,000
Pl0,40 0,000
&middot;
.
• . tt'
entries prepared immed iately after the combination will
The workin g paper elumn
a on
include:
~
a
Credit to cash, P45,00 0
c.
Debit to expenses, P 20,000
.
&middot;
P25 000
Debit to share preuu ~ b •
P3,600,000
redit to investment m su s1
,
All of the above
e.
diary
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rd Video
vot ing com mo n shares of Sta nda
the
of
t
cen
per
100
ed
uir
acq
o~Pl5Q,Ooo.
7. Be ta Co mp any
ds wit h a par value and fai r value
bon
g
uin
iss
by
al,
riv
ter
bit
its
Corporation,
al assets of PS00,000, liabilities of
tot
ed
ort
rep
ta
Be
n,
itio
uis
acq
tota}
Im me dia tely pri or to the
tha t dat e. Sta nd ard Vi deo reported
At
.
000
20,
P2
of
ity
equ
'
ers
old
luded
P280,000, and stockh
ckh old ers ' equ ity of PIS 0,0 00 . Inc
sto
and
,
000
50;
P2
of
ies
ilit
liab
,
which
assets of P4 00, 000
e to Be ta in the am ou nt of P2 0,0 00,
abl
pay
t
oun
acc
an
s
wa
ies
ilit
liab
in Standard's
abl e.
Be ta included in its acc oun ts rec eiv
al assets did Be ta report in its
tot
of
t
oun
am
at
wh
n,
atio
orm
inf
Ba sed on the preceding
uisition?
balance she et im me dia tel y aft er the acq
a. J&gt;S00,000
&frac14;
~
P650,000
P750,000
~
P9 00, 000
ediately
in the consolidated bal anc e she et imm
ed
ort
rep
s
wa
ets
ass
al
tot
of
t
oun
am
8. What
after acq uis itio n?
&gt; rP650,000
P880,000
~
P920,000
d. P750,000
C.
9.
Scotland
n of Philippines Co.lJ)Ofation and
itio
pos
ial
anc
.fin
of
ent
tein
sta
sed
The conden
sented below:
Company as ofOctober 4, 2020 are pre
Assets '
Liabilities
Ordinaty shares, Pl 00 par
Retained earnings
Total
Philippines Coip. Scotland Co.
P850,000
&middot; P3,800,000
1,350,000
1,500,000
950,000
P3,800,000
250,000
500,000
100,000
P8SO,OOO
any at
4 ,2020, P~ in es Coiporation acquired 4,000 shares ofScotland Comp
~c to be r
on October 4, 2020 is Pl40pet
and
otl
Sc
of
res
sha
00
1,0
the
of
ce
share:OOO. The.market pn
er 4 2020 total ...,......,.,, must be&middot;.
tob
Oc
on
n
itio
pos
ial
anc
:fin
of
ent
tem
~
'
'
In tfte consolidated sta
.
~- .)&gt;4,170,000
.)Y.' !4, 19 0,0 00
C. P4,750,000
~ P4,090,000
~~~~r:i1~_,
2
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..
IO. In the consolidated statement offinancial
position on October 4, 2020, total equity must be:
a. P2,SSO,OOO
~ .e,3,050,000
.
~
d.
2,590.000
P3,190;00 0
11 &middot; COn May 2 , 2020, 1he separate statement of :financial position of Peter .Corporation and Simon
ompany are as follows:
Simon
Peter
Cash
PlS,500
P145,700
Accounts receivable
35,800
120,500
Inventories
10,200
42,500
Plant assets
78,000
185,800
Pl39,500
Total assets
P494,500
Liabilities &middot;
Capital stock, Pl 00 par value
Additional paid in capital
Retained earnings
Total liabilities and stockholders' equity
200,000
P28,800
50,000
50,000
134,100
P494,500
60,700
P139,500
Pll0,400
On May 2, 2020 Peter acquired 9()0/o of Simon's outstanding voting shares for PIOS,000.
Peter incurred additional P32,000 in acquisition-related costs. All the assets ofSit_non are fairly
valued except the plant assets with a fair value ofP90,000 on May 2, 2020. NCI is measmed at
proportionate share ofSimon's identifiable net assets.
What amount of total assets will be reported in the consolidated statement of financial
position immediately after acquisition?
a P538,000
P494,000
P646,000
P506,000
$
12. What amount of total equity will be reported in the consolidated statement of financial
positi~ ediately after acquisition?
~
366,800
b. P352,100
c. P398,800
a. P396,370
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~onnat) on ~~gu5! 31, 020.• for the
ry
.ent
nal
jour
(in
ion
inat
elim
er
pap
king
wor
13. The
tion and subsidiary 1s shown below. On
consolidation as ofdate ofacquisition ofP ColJJOra
nary shares ofS Company for cash.
that date, p acquired 88% of the outstanding ordi
60,000
35,250
20,100
3,432
5,080
3,960
55,280
Ordinaiy share - S
Share premium - S
Retained earnings- S
Inventories- S
Plant assets (net)- S
Patents-S
Goodwill
Investment in S Company
Non-Controlling Interest
165,660
17,442
lting goodwill is attributable both to
P Company opt measure NCI such that the resu
controlling and non-controlling interest.
How much is the control premium included in the
a. ..J&gt;S,682
X .P37,752
P20,310
purchase price?
.cl{
~ P49,380
ing
14. The goo d'!i ll attributable to non-controll
A
int~ est is:
P2,103
b. P6,634
~ P2,093
d. P4,530
par value shares iil exchange for all the
0
Pl0
s
ofit
es
shar
0
1,50
ed
issu
ny
mpa
&lt;?o
cis
15. Fran
es are selling at PIS0 per share. Francis
shar
!he
.
p~y
Com
a
~or
ofZ
es
shar
ing
tand
. ~uts
new shares. On the date of combination,
the
ng
sten
regi
and
tmg
pnn
for
,000
P20
rred
incu
pany as follows:
the statement of financial position ofZamora Com
Total Assets
Total Liabilities
Ordinaiy Shares, Pl 00 par
Share Premium
Retained Earnings
Total Liabilities &amp; SHE
P600,000 240,000
200 ,000
60,000
100,000
P6oo,ooo
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The carrying values of the identifi8bl
. . ..
except f~r the equipment with fi .
e assets and ha~iltf:tes are equal to their fair values
. &middot;
arr val~e lower than canymg value by P20,000. - . &middot;&middot;
The incre&middot;a se in the stockholders,
. &middot;
.
320,000
&middot; eqwty of Francis Company as a result of combination is:
205,000 &middot;
240,000
. P225,000
e. P-016. The increase in the assets ofFrancis Compan
suit f th
b' ati' &middot; &middot;
~ PSSO,OOO
Y as a re
o e com m on 1s.
&middot; J&lt;v.
~
/ a.
e.
P560,000
P600,000
P205,000
P -0-
17. Assume that instead ofpurchasing the outstanding voting shares, Francis Company acquire
the net assets of Zamora Company. The increase in the stockholders' equity of Francis
Comp~
a &middot;result of combination is:
a P320,000
~ P205,000
~ P240,000
d. P'225,000
e.
P -0-
18. Assume that instead ofpurchasing the outstanding voting shares, Francis Company acquire
the net assets of Zamora Company. The increase in the assets of Francis Company as a
result of the combination is:
~
P580,000
~ P560,000
c. P600,000
d. P675,000
e. P -0-
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&middot; ed 1000/Q of the shares of Beta Company fi
19. On Janumy 5, 2020, Alpha Compan; a:,~ value of interest acquired. On this date ~r
an amount which is P300,000 over d :eta Company ar~ as follows:
, e
balance sheet of Alpha Company an
Alpha Company
Beta Company
Assets
Cash
Accounts Receivable
Inventories
Equipment (net)
Patents
Total Assets
Liabilities &amp; Equity
Accounts Payable
Notes Payable
Ordinary Share Capital
Ordinary Share Premium
Retained E~gs
Total Liabilities &amp; Equity
P7,500,000
1,700,000
1,150,000
5,000,000
200,000
PlS,550,000
P600,000
2,000,000
5,000,000
6,750,000
1,200,000
PlS,550,000
Pl,300,000
450,000
800,000
1,050,000
50,000
P3,650,000
P200,000
2,000,000
600,000
850,000
P3,650,000
The identifiable assets and liabilities of Beta Company are fairly valued except for
inventories which is undervalued by Pl00,000 while equipment is overvalued by PS0,000.
Paid direct and indirect expenses of P30,000 and 20,000, respectively.
How much is the goodwill recognized on the business combination?
~
P450,000
'&gt;9\ P350,000
c. PSS0,000
Y
P250,000
20. How much is the consolidated assets as of date of acquisition?
a. Pl9,450,000
PIS,950,000
lz,
r
~ ,P-,900,000
1&quot; 15, ,00,000
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