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24.208 Sometimes a company may gain control of a business as a result of two
or more transactions (for example the purchase of 40% of a business and a
second purchase of 20% of the business shortly thereafter). The same
principles discussed above for a loss of control may be applied to gaining
control of a business in multiple transactions. Companies may consider the
factors included in paragraph 24.207 to assess whether a series of transactions

that results in gaining control should be considered as a single transaction.
(MPNA NN NWYTNN)

2 Manual of accounting IFRS 2015, Chapter 24 - Consolidated financial statements
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2.5.770 Linking transactions

2.5.770.10 Because different accounting treatments apply depending on whether
control is lost, the structure of transactions could affect the accounting result. As
a consequence, IFRS 10 contains provisions for determining whether two or
more transactions or arrangements that result in the loss of control of a

subsidiary are treated as a single transaction. [IFRS 10.B97]

DYNNI NVON NYIN XN PYON NIVN ) Y IFRS 10 -5 npond ©oan ,7on N
NN MYSNNA NN DMOPWN DY NITY TON NN NITH NVIDY TIDNND DITOIN IN
NN MPY NVODY NNPN PN IYR MNIT DY NMIXPOYI MYMVN TWYN ,0°15W2 NN
.172NN SY MNYN

BCZ185 “The Board considered whether its decision that a gain or loss on the
disposal of a subsidiary should be recognized only when that disposal

results in a loss of control could give rise to opportunities to structure

transactions to achieve a particular accounting outcomes.”
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nBCZ185 The Board considered whether its decision that a gain or loss on the
disposal of a subsidiary should be recognised only when that disposal results in a loss of
control could give rise to opportunities to structure transactions to achieve a
particular accounting outcome. For example, would an entity be motivated to structure
a transaction or arrangement as multiple steps to maximise gains or minimise losses if an
entity were planning to dispose of its controlling interest in a subsidiary? Consider the
following example. Entity P controls 70 per cent of entity S. Entity P intends to sell all of
its 70 per cent controlling interest in entity S. Entity P could initially sell 19 per cent of
its ownership interest in entity S without loss of control and then, soon afterwards, sell
the remaining 51 per cent and lose control. Alternatively, entity P could sell all of its 70
per cent interest in entity S in one transaction. In the first case, any difference between
the amount by which the non-controlling interests are adjusted and the fair value of the
consideration received on the sale of the 19 per cent interest would be recognised directly
in equity, whereas the gain or loss from the sale of the remaining 51 per cent interest
would be recognised in profit or loss. In the second case, a gain or loss on the sale of the
whole 70 per cent interest would be recognised in profit or loss.

BCZ188 The Board decided that the possibility of such structuring could be
overcome by requiring entities to consider whether multiple arrangements should
be accounted for as a single transaction to ensure that the principle of faithful
representation is adhered to. The Board believes that all the terms and conditions of the
arrangements and their economic effects should be considered in determining whether
multiple arrangements should be accounted for as a single arrangement. Accordingly, the
Board included indicators in paragraph 33 of 1AS 27 (as revised in 2008) to assist in
identifying when multiple arrangements that result in the loss of control of a subsidiary
should be treated as a single arrangement (those indicators are now in paragraph B97 of
IFRS 10).”

(MPN2 PN MWITIN)

KPMG mvia
2.5.770 Linking transactions

2.5.770.10 Because different accounting treatments apply depending on whether control
is lost, the structure of transactions could affect the accounting result. As a consequence,
IFRS 10 contains provisions for determining whether two or more transactions or
arrangements that result in the loss of control of a subsidiary are treated as a single
transaction. [IFRS 10.B97]
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2.5.770.20 In some instances, it will be clear that a series of transactions are linked and
should be accounted for as a single transaction. However, in other instances a careful
analysis of the facts and circumstances and the exercise of judgement will be required in
making the determination. If one or more of the following indicators is present, then this
may indicate that the transactions or arrangements that result in a loss of control should
be accounted for as a single transaction or arrangement:

o they are entered into at the same time or in contemplation of one another;

e they form a single arrangement that achieves, or is designed to achieve, an overall
commercial effect;

e the occurrence of one transaction or arrangement is dependent on the other
transaction(s) or arrangement(s) happening; or

e one or more of the transactions or arrangements considered on their own is not
economically justified, but they are economically justified when considered together -
e.g. when one disposal is priced below market, compensated by a subsequent disposal
priced above market. [IFRS 10.B97]

EXAMPLE 34A - LOSS OF CONTROL - LINKAGE (1)

2.5.770.30 Company P owns 70% of the shares in Subsidiary S. P intends to
sell all of its 70% interest in S and is considering the following structures to
effect the sale:

/: ; o sell all of its 70% interest in one transaction; or
o initially sell 19% of its interest in S without the loss of control and then
afterwards sell the remaining 51% and lose control.

2.5.770.40 In the first case, the full amount of the gain or loss on the sale of
the 70% interest would be recognised in profit or loss.

2.5.770.50 In the second case, if the transactions are determined not to be
linked, then the gain or loss on the sale of the 19% interest would be
recognised in equity, whereas the gain or loss from the sale of the remaining
51% interest would be recognised in profit or loss. However, if the
transactions are determined to be linked, then the treatment would be the
same as in the first case.

EXAMPLE 34B - LOSS OF CONTROL - LINKAGE (2)

2.5.770.60 Company P sells Subsidiary S to Company Q. The purchase and
sale agreement includes a manufacturing and supply agreement. According to
the manufacturing and supply agreement, P agrees to supply specific products
to Q. The selling price of the products covers all of P's manufacturing costs
(direct and indirect), transportation costs, duties and other taxes, and
insurance costs, but includes no profit margin to P. The manufacturing and
supply agreement starts on completion of the purchase and sale agreement
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and ends five years later. .

Manufaciunng and

supply agreement
b-| Company ()

100%:

Company S

2.5.770.70 The following additional information is relevant for the example.

e P has no similar manufacturing and supply agreement with other
customers.

e It is believed that P would not have received the same price for the sale of
the subsidiary if the purchase and sale agreement had not been entered
into simultaneously with the manufacturing and supply agreement.

e Each year, Q provides P with a two-year non-binding forecast of the
expected order guantities, and a 12-month rolling forecast is provided on
a monthly basis.

2.5.770.80 The agreement appears to include two transactions: the disposal of
a subsidiary, and a manufacturing and supply agreement for goods. However,
in this example we believe that the transactions are linked and should be
accounted for together. Therefore, a portion of the proceeds on the sale of the
subsidiary should be deferred and recognised as revenue as the goods are
delivered. Any subsequent changes in the estimate of goods to be delivered
are changes in estimates and would be accounted for as such in accordance
with 1AS 8 (see 2.8.110).
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