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ASC 805 Business Combinations

Fundamentals

ASC B05 addresses the accounting for acquisition
transactions which can be complex. ASC 805's framework
begins with determining whether an acquisition meets the
definition of a business combination.

Acquisitions other than business combinations may be an
asset acquisition or a recapitalization; both of which have
significant accounting requirements.

Acquisition accounting often requires complex valuation
and fair value measurement in accordance with the
principles of ASC B20 for both acquired assets and
liabilities as well as transaction price consideration.

Due to the complexities of a business combination and
acquisition accounting, ASC 805 allows for a measurement
period of up to one year to complete the accounting for the
acquisition.

Business combinations may have many subseguent
accounting considerations related to intangible assets,
contingent consideration, and equity instruments issued in
the acquisition.

Considerations
Pushdown Accounting

Private Company Council accounting alternatives

Common-control transactions and preexisting
relationships

Joint venture formations and new reporting entities

Purchased financial assets - proposed ASU amendment

Identify the
Acquirer

In many transactions, identifying
the Acquirer is straightforward.
Special circumstances including
Variable Interest Entities and
reverse acquisitions reguire
additional analysis and review to
identify the Acquirer.

— Purchase Price
— «1 Allocation .

Measure and record the
identifiable assets acquired,
liabilities assumed, and any
noncontrolling interests in the
Acqguiree. Additionally, measure
and record Goodwill or Gain as the
residual of the purchase price.

How can we
b Help? &

» Determine appropriate accounting
treatment.

» Prepare business combination
model.

« Record opening balance sheet
(including purchase accounting).

» Document results in memo format.

» Coordinate with your auditors to
ensure success.
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Determination if an
acquisition, large or small, is
a business combination or
asset acquisition. Factors to
consider include definition
of a business and the
business "screen” test.
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Date

Circumstances may result in
the acqguisition date being
before or after the
transaction close date. An
acquisition date other than
month-end or reporting
period end may reguire

rollback and rollforward
accounting steps.

Determining ®

Reporting

Financial information about
significant acquisitions is
reguired to be documented
and reported under US GAAP
regulations at the close of the
acquisition and throughout
the measurement period.
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