How to Handle the Acquisition of a Subsidiary

with SAP® Financial Consolidation 10.0, Starter Kit for
IFRS?




How to handle the acquisition of a subsidiary with SAP® BusinessObjects™ IFRS Starter Kits
Consolidation Practical Guide N°8— March, 2012

TABLE OF CONTENTS

INTRODUGCTION ..o ittiite ittt e sttt e sttt e e st e e e st e e e e stt e e e e ssteeeeeatseeeeaasseeeeanssaeeesasseeeeassaeeesssaeeeassseeesssseeesansaenens 3
WHAT ARE THE REGULATION REQUIREMENTS? ...ttt ettt siae e eitae e e nnsaae e s snsseaessnnneee s 4
PRESENTATION OF THE BUSINESS CASE ......ooiiiiiiieiiiit ettt s e s st e e s ttaa e s s nbaa e e e ntaeaeannnns 5
HOW TO APPLY ACQUISITION METHOD WITH IFRS STARTER KIT? ..oviiiiiiie et 7
[T=T 0T T o 1= PR PS 7
CoNSOlIAAtioN POFTFOIIO ..uuueiiiiiiiiiiiiii s 7
LOT0T g F=To 11T = 1 Fo ] K= o1 0 Y o 1= 8
Automatic journal ENTIES ..o, 8
Control of automatic calculation Of gOOAWIll..........uuueneiiii s 9
MANUAI JOUTNAI BNTIIES ..ottt ettt e e e e et e e e s a b et e e e s be e e e e anbe e e e e anbe e e e e anbneeeenrnas 10
Retrieval Of CONSOIIAAtEA TAA .....uvuiiiieieiiiiiie et r e e e e s st r e e e e e s e s snntreeeeeeeeanannes 12
HOW DOES THE ACQUISITION AFFECT FINANCIAL STATEMENTS? oo 16
Consolidated Statement of Financial position 2 Audit trail.........cccooeiiiiiiii e 16
Statement of cash flows 2 AUAIT Lral ....cceeiiieiii e e 18
Statement 0f ChANGES 1IN EOUILY ...ooiiiiiiiiiii ettt e e st e e e s nbb e e e abaeeeeeaes 19




How to handle the acquisition of a subsidiary with SAP® IFRS Starter Kits

INTRODUCTION

This practical guide is part of a new series of seven guides dedicated to help deal with the most frequent
consolidation M&A requirements when using the SAP® Financial Consolidation 10.0, starter kit for IFRS. A
first series was published to help deal with those cases when using SAP® Planning and Consolidation 10.0,
starter kit for IFRS, version for SAP NetWeaver.

In this paper the acquisition of a subsidiary is explained through a real use case scenario and presented in
three steps:

— what the IFRS text says,

— how the business use case is handled in Financial Consolidation,

— and what impact the CFO should expect on her/his company’s financial statements.

You can use this new paper to demonstrate SAP’s supremacy in addressing customers’ most complex and
frequent business requirements.

SAP solutions for consolidation, part of SAP enterprise performance management (EPM) solutions, include SAP
Financial Consolidation and SAP Planning and Consolidation. A starter kit for IFRS has been developed for each solution
to perform, validate and publish a statutory consolidation in accordance with IFRS. These starter kits are based on a
dynamic configuration easy to customize to specific requirement. They are provided with documentations.

To know more:

You will find further indications on how to deal with incoming entities in the SAP® Financial consolidation
10.0, Starter kit for IFRS SP1 Operating guide and detailed information on goodwill automation here



https://websmp209.sap-ag.de/~sapidb/011000358700000061492012E/FC10SP1_SK_IFRS_Operat_en.pdf
https://websmp209.sap-ag.de/~sapidb/011000358700000061492012E/FC10SP1_SK_IFRS_Operat_en.pdf
https://websmp202.sap-ag.de/~sapidb/011000358700000309692012E/FC10sp1_IFRS_Goodwill_Auto.pdf
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WHAT ARE THE REGULATION REQUIREMENTS?

A business combination mainly refers to IFRS3 and is defined as a transaction or another event in which an
acquirer obtains control of an acquiree. Each business combination should be accounted for using the
acquisition method.

There are several steps in applying the acquisition method:

Step 1: Measure acquiree’s assets and liabilities

e The acquirer should recognize, separately from goodwill, the identifiable assets acquired and the liabilities
assumed and measure them at their acquisition-date fair values.

e These acquisition-date fair values become the initial carrying values of the acquired assets and liabilities
in the consolidated financial statements.

Step 2: Measure non-controlling interests
e at fair value or
o at their proportionate share of the acquiree’s identifiable net assets.

Step 3: Recognize and measure goodwill or a gain from a bargain purchase

Revised IFRS 3 (2008) has introduced the “full goodwill method” as an alternative to the “partial goodwill
method”, when an acquirer purchases less than 100% of shares of the acquiree.

In the “partial method”, goodwill is the difference between the consideration paid and the purchaser’s share
of identifiable net assets acquired.

In the “full goodwill method”, non-controlling interests (formerly referred to as minority interests) are
measured at fair value. The difference between their proportionate share of identifiable net assets and their
fair value is recognized as goodwill.

Revised IFRS 3 gives a choice on a transaction-by-transaction basis. For each business combination, an
entity may either measure non-controlling interests at fair value, which leads to 100% of goodwill being
recognized, or at their proportionate interest in identifiable net assets (partial goodwill).
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PRESENTATION OF THE BUSINESS CASE

This business case will be included in the set of data provided with the IFRS starter kit SP2. It will be
possible to retrieve it using the following settings:

- CATEGORY: A- ACTUAL,

- DATA ENTRY PERIOD: 2021.12,

- CONSOLIDATION CURRENCY: USD
- SCOPE: CASE1-GW,

- VERSION: IFRSYTD,

- REPORTING UNIT: P1, S1

Y 2020 Y 2021

M
'

Parent P1 Parent P1

60%
Subsidiary S1
Parent P1 pays USD 150 000 for 60% of subsidiary S1.
Net assets of S1 are as follows:
Carrying Fair
amount value
Inventories 20 000 30 000
Trade receivable 40 000 40 000
Cash 10 000 10 000
Less : Trade payable -30 000 -30 000
Net assets 40 000 50 000

Through valuation techniques, fair value of non-controlling interests is determined to be USD 100 000.
Goodwill is calculated as follows:

Consideration paid 150 000
Fair value of non-controlling interests 100 000
Less : Fair value of S1'net assets -50 000
Goodwiill 200 000
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Parent’s interest in goodwill is calculated as follows:

Consideration paid 150 000
Less : Parent’s share of S1'net assets (60%) -30 000
Goodwill attributable to P1 120 000

Goodwill attributable to non-controlling interests is USD 80 000 (= 200 000 — 120 000).
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HOW TO APPLY ACQUISITION METHOD WITH IFRS STARTER
KIT?

REMINDER

The amounts stored in the database are identified thanks to a set of elements called dimensions.

The main dimensions are listed below:
e The account dimension indicates which item of the balance sheet or P&L is impacted.

e The flow dimension is used to identify and analyze the changes between the opening (flow F00) and
closing (flow F99) balances.

e The audit ID dimension identifies the origin of the data for input data, local adjustments, manual and
automatic journal entries.

A technical dimension (Number) provides a full audit trail as it retrieves the number of the manual or
automatic journal entry. The use of this feature is illustrated in the chapter “How the acquisition affects
financial statements” where we show screenshots of the analysis reports that can be accessed by drill down
from the financial statements.

CONSOLIDATION PORTFOLIO

To ensure proper calculation of goodwill or bargain purchase, it is necessary to get the financial direct
interest rate between the owner company and the held company.

In Financial Consolidation, this is achieved through creating a portfolio and using it then to create a statutory
consolidation scope. The portfolio is the repository of the group legal structure where to declare the number
of stocks of held companies owned by their parent companies, along with the number of stocks in the issued
capital of all companies. Declaration can be either entered in the data entry schedules of parent and held
entities or directly in the portfolio. It triggers the automatic calculation of the financial direct interest rate.

"E {CASEL-GW - 2021.12} - Portfolio occurrence - Training business case 1 - portfolio for automatic goodwi

File Edit View Insert Teools Action Chart Help
OHES| e« || ? X | & &%

| General I Properties | Initialization | Investments | Chart | | & | o |

Investment Rows

Type Subsidiary (code)  Parert (code) # Mo. of shares ... Mo. of voting rights ... Dir. inv. in shares ...
[+ Subsidiary (code) : P1 {1 tem)
[=] Subsidiary (code) : 51 (2 items)
., 51 - 1000 1000 00000
;oS P1 GO0 600 &0 0000

S1 declared a number P1 declared to The financial direct interest rate is
of stocks of issued hold 600 stocks automatically calculated from these
capital of 1000 of S1 declarations
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CONSOLIDATION SCOPE

The statutory consolidation scope created by using this portfolio will include the acquired entity as being
consolidated whereas it was not included in the previous year's scope declared as opening scope. In
Financial Consolidation, this entity is therefore automatically identified as an incoming entity (Method
variation= | for Incoming).

99 [CASEL-GW - 202112 - 1} - Scope |\

File Edit View Action Help
H Save As | j_ Prirtt | g Copy opening to closing
Steps Scope
Definition - =] v| & - [&] Properties | Al Froperties of sub-subsidiaries
Hierarchical scope Re.. Reporting unit (Long d.. Closing.. Clos. Method.. Clos. fin. Close % cons.. Openin.. Op. method.. Op. fin.. Var. Meth.. = Var. % of fin._. Var. % of cons_.
5 P Parent compa ase 00.0000 00.0000 00.00 0.0000 0.0000
51 Subsidiary case study 1 ES Full (FC) £0.0000 100.0000| ] Mot conscli..  0.0000 £0.0000 100.0000
Secondary hierarchy
Initizlize using a portfolic
Investments
Chart
Details
Type: Statutory
Code: CASE1-GW
Period: 202112
Wersion: 1
Closing position (Full 60%) Opening position (NC) Variation: Incoming +60% variation of

financial rate

AUTOMATIC JOURNAL ENTRIES

e The opening balance sheet of acquiree entered on flow FOO is converted in consolidation currency and
transferred into flow FO1, which is the flow dedicated to changes in the balance sheet due to incoming
entities.

e Intercompany transactions declared on flow FOO at acquiree and partner are eliminated on flow FO1 using
audit ID ELIM10

e Elimination of intercompany provisions at the opening will be posted on flow FO1 using audit IDs PRO10
and PRO20

¢ Internal dividends declared on flow FO6 are reclassified on flow FO1 using audit ID DIV10
e The other comprehensive income are reclassified in retained earnings on flow FO1 using audit ID FVA10

¢ Investments eliminations triggered by the parent company are accounted for on flow FO1 using audit ID
INV10

o The Non-Controlling Interests (NCI) at the acquisition date are calculated on the basis of the financial
interest rate at closing (or the intermediate rate) using audit IDs NCIxxx (depending on the original audit
IDs)

o The amount of goodwill related to the acquirer’s share is calculated and stored in a dedicated technical
account XA1310 — Declared goodwill analyzed by Owner, using audit ID GWOO. It triggers then automatic
journal entries in the consolidated statements using audit ID GW10. This has an effect on balance sheet
account A1310-Goodwill and the impact on the consolidated equity is split between Group and NCI,
based on the group’s financial interest in the owner company.

e The same account XA1310 is used to declare the amount of goodwill related to the share of non-
controlling interests if those are measured at fair value, by manual journal entry using audit ID GWO01 (see
Manual journal entry #2 hereafter). It triggers then an automatic journal entry on accounts A1310 —
Goodwill and E2010 — Non controlling interests — Reserves and retained earnings using audit ID GW10
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CONTROL OF AUTOMATIC CALCULATION OF GOODWILL

A report explains the goodwill calculation for an owner/held company pair. A theoretical goodwill or bargain
purchase is calculated from the share of net equity of the held company and the investment acquisition price
of the owner company. Data is provided in local currency and consolidation currency with a theoretical
calculation of the exchange conversion rate to be compared with the exchange rate entered in the exchange
rates table. Theoretical goodwill or bargain purchase calculated in the report can be compared with goodwill
or bargain purchase declared on technical accounts XA1310 — Declared goodwill analyzed by Owner

account (by manual or automatic journal entry):

Met equity of 51 Subsidiary case study 1:

E1110 - |=sued capitsl
FACKOD! - Package dsts

E1810 - Retained earnings
FWA11 - Fair value for incoming entities {central) - Man.

E1810 - Retained earnings
FACKDT - Packags dsts

Met equity - Local currency [ USD )

Met equity - Consolidation currency

Exchange rate calculzied (o)

Total net equity - Consclidation currency [ USD )

Direct financial interest rate of P1in 51

Share of net equity - Consolidation currency [a)

Investment of P4 Parent company case study 1:
Investment acquisition price - Local currency | USD )
Investment acquisition price - Consolidation currency [b)

Exchange rate calowzted

Goodwill or bargain purchase:

Goodwill or bargain purchase calculated - Consolidation currency (b-a)

Exchange rate of company 51 [ USD) (o)

Goodwill or bargain purchase calculated - Local currency (b-affc [ USD )

Declaration of goodwill or bargain purchase:

¥A1310 - Declared goodwill anshyzed by ocaner, Gross
GWD - Discloswre of goodwill (gress walue and impairment) and bargain purchass Ao,

Total declaration of goodwill or bargain purchase

Figure 1- Report C46-45 Check calculation of goodwill and bargain purchase

2021.42 stored

Exchange rate

10 (0

10 (0D

l

Manual journal entry (see
below)

30 00D

0 000

50 00D

!

S1’s net equity at the
acquisition date

1,000000 1, 000000

o0 D00

60,00

!

30 00D

Direct rate of P1in S1
calculated in the portfolio

150 000

!

150 00D

Investment price declared
by P1

1, 000000

120 00D

1,000000

Theoretical calculation of
goodwill in local currency is
to be compared to the
amount of goodwill stored
in the database on
technical account XA1310
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MANUAL JOURNAL ENTRIES

A first manual journal entry (MJE) has been posted to recognize fair value adjustments on net assets
acquired using a dedicated audit ID FVA11 — Fair value for incoming entities (central) - Man.

@ 1A - 2021.12 - CENTRAL - N°1] - Manual journal entry - Fair value of merchandise

File Edit VYiew Tools Action Help
D&+ » |22 ==
Display version: |7 -posted - 10/05/2011 13:11:32 -
General | Journal entry |Informaﬁon | control | Attachments I Siaﬁstcsl
Reporting unit a |s1 ... | Subsidiary case study 1 Restrict values to be
Audit 1D b [Fuai E] Fair value for incomin,,, | S°0PES
Period 2021.12 ...| 2021.December Variants
Jfe currency C |usD ... | US Dollar Cansolidation cum
Reporting currency usD ... | US Dallar Parent reporting unit
Rows in journal entry no. 1 10000.00 10000.00
BRHED Account Description Account Flow Debit Credit |
1 5| A2120 Merchandise d Jro1 10000 =
2 |aaa A2 |E1610 Retained earnings FO1 e * 10 000
3
s » >

The entry is posted at the subsidiary,

using the audit ID FVA11

in local currency (i.e in the reporting
currency of S1),

on the flow FO1 (incoming unit),

Posted at 100%.

This amount will be allocated to NCI
automatically using audit ID
NCI_FVAOQO for 40%.

Extract of the balance by flow of entity S1 after having posted FVA11 MJE

Fi1
Incoming units Clesing
AZ2120 Merchandize
FACKD1 Package data 20 00D 20 DD
Kl
FWA11 Fair value for incoming entities {central) - Man. e 10 00D 10 00D
o
Total Merchandise 30 000 30 DOD
E1810 Retsined earnings
FWA11 Fair valus for incoming entities {central) - Man. e 10 00D 10 00D
'l
MCI-FVADD Fair value/sdjust for incoming entities {central) - NCI f ] ]
k'l
E2010 Mon-controlling interests - Reserves and retsined 2amings
NCI-FVADD Fair walue/adjust for incoming entities {(central) - NCI f 4 00D 4 00D
o

Figure 2- Report C31-10 Balance Sheet by flow and audit ID

10
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A second manual entry allows declaring on technical accounts the goodwill or bargain purchase attributable

to non-controlling interests.

File Edit View Tools Action Help

D& e+ |32

[ X |Z0 e

. —
@ {A - 2021.12 - CENTRAL - N°23} - Manual journal entry - Goodwill attributed to non controlling intersts-

a The entry is posted at the
subsidiary,

Display version: [2 - posted - 05/03/2012 18:03:34

General | Journal entry ‘Infurrnatiun I conirol I Attachments I Siatisﬁcs|

b using the audit ID GWO0T —

Disclosure of goodwill and

audit

Reporting unit alst ... | Subsidiary case study 1 ~ Restrict values to be induded bargain purchase
Audit 1D b [ewot [1+.] piscosure of gooduwill ... S50PS
Period 021.12 ...| 2021.December Variants
| J/e curency C ... | US Dallar Consolidation curr ¢ inlocal currency (|e in the
|| Reporting currency usD ... | US Dollar Parent reporting unit reportlng Currency Of Sl)
: Rows in journal entry no. 23 0.00 0.00
aAFEs Account Desaription Account Flow Debit Credit = 3
I 1L, d | xazzie Dedared goodwil analyzed by owner| F01 80000 m d on account. XA1310 with an
[ =z = - Share detail equal to TP-999.
3 r > This amount will trigger an
4 - ] L.
i automatic journal entry on
I f } ID GW10
I Breakdown of XA1310 : Dedared goodwill an FO1 : Incoming units 80000.00
i Share Description Share Debit Credit |
1]d| P-s99 Third parfies | > 80000 |
z > > |

Automatic journal entry triggered by the second manual journal entry.

Name and long description
of the automatic journal
entry

Reporting unit: 51 Subsidiary case study 1
Audit ID: GW10 Booking of goodwill and bargain purchase - Auto.
. . Breakdown by . .
Debit Credit Partner - Share Debit Credit
N
AUTOCO Ledger for automatic consolidation journal entries Flow
W & GW-120 - Incoming entity - Goodwill booking - NCI (full goodwill
|| method)
A1310 - Goodwill Fo1 d 80000
- TP-999 80000
E2010 - Mon-controlling interests - Reserves and retained earnings FO1 d 80000
- TP-999 80 000
80000 80 000

11
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RETRIEVAL OF CONSOLIDATED DATA

After running the consolidation, the consolidated balance sheet is as follows:

Fz20

FOO FO1 F15 Fa3
Cpening Incoming units  Net wariation Increase/ Closing
Purchase

Assets

A1310 Goodwill 200 000 200 000
o o o o o

A1810 Investments in subsidiaries, JV and associates a a
] ] ] ]

A181HC Elimination of investments in subsidiaries - Held company -150 000 c -150 000
u u u u

A181CC Elimination of investments in subsidiaries - Cwner 150 000 150 000

company E E E E

AZ2120 Merchandise a 230 000 230 000
a u u u u
. 4 \
AZ2210 Trade receivables, Gross 40 000 40 000
a a a a a
A2810 Cash on hand 150 000 10 000 -150 000 10 000

]l ]l r s r | H
150 000 120 000 -150 000 150 000 230 000

Equity and liabilities

E1110 |ssued capital 150 000 ] 150 000

u u u u u
E1810 Retained eamings — 0 ]

a a a a a
E2010 Mon-controlling interests - Reserves and retained earnings 100 000 100 000

] ] ] ] ]
L2310 Trade payables 30 000 30 000

] ] ]

] ]
Equity and liabilities 150 000 130 000 220 000

Figure 3- Report C31-05: Balance Sheet by flow

a Flow FOO shows the opening financial position of P1.
b  Flow FO1 shows the acquired financial position of S1:
—> FO1 is balanced

- The acquisition of a subsidiary doesn’t have any impact on the group share
(Controlling Interests) of the consolidated equity on flow FO1

¢ Flows F15and F20show the consideration paid by P1 and the cash outflow.

d Specific suspense accounts (A181HGind A1810OCare used in order to post the
investment elimination (for more explanations, refer to the SAP® Financial consolidation
10.0, Starter kit for IFRS SP1 Operating guide
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The equity movements are explained below:

F2

Fod FO1 F1i5 Fad
i
Opening  Incoming units Net variation  poremney Clesing
Equity and liabilities
E1910 Issusd capits
FACKDT PRskbge dith P1 =00 150 000
F Fl o E 3
FACKDT PRskbge dith 51 a W 10000
El El ] E E
CONSI0 Elneation of subladignies’ capanl and Shase pAEmiom 81 2000 4000
u u u . F
NCIFACKDT Package dass - NCI 31 -4 000 =4 000
a M u P P
Tokal Issued capital 150 0dd ] 150 000
S0 Retpned gamings
PACHKD1 Package dats & 30 000 X0 000
W ¥ ] ']
FyiR11 Fair value for nooming sntites (central) « ban 51 C ibom 10 500
= u ) W
CONS10 Ebmination of subsadianes’ capital and share premism 51 8 00 & 000
b W £ w
GW'10 Boodting of goodeil and bargain purckass - Asto 51 e 120000 120 000
- o ] L
INV10 Emination of investments = Asio -3 d 150 000 =150 000
w L] ) w
WCIFVRD0 Fair valve/'adust for inooming entites (oentral) « NG| 51 C -0 = 000
w ¥ ] w
NCIPACKD1 Package data - MCI 5 12 000 =12 000
u ¥ ¥ ]
Totsl Retyined sarninas ] 0
EDID hen-nomiroling MUbRScE - REservdd And rpldnkd aRrmangs
GW'10 Booking of goodwill and bargain purchase - Asto 51 f eoood &0 000
W ¥ ] ']
WCI1FVADD Fair value/'sdust for inooming entites (oentral « NC| &1 C 4% 4 000
W ¥ ] ']
WCIPACKY Package data - MEI 51 18 00 18 004
i ] ] il
Totsl Hon-comralling mterests - Ressrsss and retained sarnings 100 000 190 000

Figure 4- Report C31-12: Balance Sheet by flow, audit ID and reporting unit

This screenshot describes all the entries posted in the equity (manual and automated):

a

b

S1 package data
S1 equity allocation to Non Controlling Interests (NCI):

e |Issued capital to the retained earnings (10000*60%=6000)
e Issued capital to NCI (10000*40%=4000)
e Retained earnings to NCI (30000*40%=12000

Fair value

e Posted by manual journal entry on FVA11 audit ID at 100%
e Allocation to NCI (10000*40%=4000) on NCI-FVA00 audit ID

Investment elimination coming from P1 input data posted on INV10 audit ID
Goodwill automatically calculated and booked on group share (GW10)

Goodwill booked to NCI (GW10) according to the manual journal entry GW01

13
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Analysis of account E1610 Retained earnings for entity S1

Audit ID

PACKO1 - Package data

FWA11 - Fair value for incoming
entities (central) - Man.

COMNS10 - Elimination of subsidiaries’

capital and share premium

GWH10 - Booking of goodwill and
bargain purchase - Auto.

MY 10 - Elimination of investments -
Auto.

MC-PVADD - Fair value/adjust for
incoming entities (central) - NCI

NCHPACKO1 - Package data - NCI

Total

Share analysis

Audit ID

GW10 - Booking of goodwill and
bargain purchase - Auto.

N 10 - Elimination of investments -
Auto.

Total

Ledger - Number

CENTRAL -1

AUTOCO -9

AUTOCO -5
AUTOCO -7
AUTOCO -8

AUTOCO -8

Ledger - Humber
AUTOCO-5

AUTOCO-7

FO1 Fag
Incoming ]
units Closing
Journal entry detail
- a 30 000 30 000
a El
Fair value of merchandise - c 10 000 10 000
M M
Reclassification of capital and share premium in
retained earnings - flows at opening interest rate - & 000 G 000
NCH120 " a
Incclrmnglentrty-Guud-wlll booking - owner 120 000 120 000
company’s share - GW-110 Y u
Elimination of inwestments - Inceming entity - INV-110 =150 000 -150 000
El El
Calculation of non-controling interests - Flows at
opening interest rate - NCH110 -4 000 u -4 000 u
Calculation of non-controling interests - Flows at
opening interest rate - NCH110 -12 000 N -12000 u
1] 0
Journal entry detail Share
Incum|nglenttty—Guuclwlll booking - owner " 120 000 120 000
company's share - GW-110
Elimination of investments - Incoming entity - INV-110 P1 -150 000 -150 000
-30 000 -30 000

Figure 5- Report C32-05: General Ledger by audit ID, share, JE number

This screenshot describes all the entries posted in S1’s retained earnings (manual and automated):

a Automated processing by the consolidation engine (S1’s package data transferred on flow FO1)

b  Automated entries processed by rules

e Allocation of equity to controlling interests and NCI (AUTOCO- 8 & AUTOCO- 9)
e Goodwill booking detailed by share (AUTOCO-5)
e Investment elimination detailed by share (AUTOCO-7)

¢ Manual journal entry #1 for fair value

14
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Check of S1’s contribution to consolidated net equity and non-controlling interests

Detailed analysis of net equity

Exchange rate CD"‘D““":CE application Equity attributable  to ownersof  parent Non-controlling interests
Interest rate Local currency e ez Stored smount  Control  Caloulsted amount  Stored ameunt  Contro Caloulated amount  Stored amount
amount amount
Equity at local level
PACKD! Packsge dats 40000 40000 40000 40 000 40000
Adjustments in loal currency
FVAT1 Fair valus for inoaming entities (ozntral) - Man. 10000 10000 10000 10 000 10000
Adjustments in consalidation currency:
COMS10 Elimination of subsidiaries’ capital and share premium ] ]
NCI-FVAQD Fair valu t for incoming entities (cantral) - NCI ] 4000 4000
NCI-PACKD1 Far -NCl a ] 16 090 16000
Total equity before elimination of investments, goodwill and
non controlling interests correction 50 000 30 000 K 20 000
Non-controlling interests correction:
Total equity before elimination of investments and gooduill 50 000 30 000 [ 20 000
Elimination of investments in subsidiaries:
Hoiding company:  P1 Parent company case study 1 100,00% -150 000 -150 000 120000 0 0
Total elimination of investments in subsidiaries 450 000 450 000 450 000 [ [
Goodwill:
Hoiding company: P1 Farent company case study 1 120 000 c 120 000 120 000 [ [
Goadwill attributabie to non-controliing interests 50 000 80000 50000
Total gooduill 200 000 120 000 120 000 [} 80 000 T 000
TOTAL EQUITY 100 000 ] 0 [} 100 000 100 000

Figure 6- Report C46-25: Detailed analysis of net equity

This report compares the theoretical amounts of S1’s contribution to the equity, taking into account the
exchange rate, the interest rate of S1 and its parent company P1 to check the conversion in
consolidation currency, the allocation to group and third parties of S1’s net equity and the impact of the
investment elimination and goodwill booking.

a Theoretical allocation of S1’s net equity: 50 000 x 60% = 30 000 for the Group
b  Impact of elimination of investment held by parent P1: -150 000 x 100%
¢  Goodwill booking

e Attributable to the group: 120 000 x 100%
e Attributable to third parties (full goodwill): 80 000

15
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HOW DOES THE ACQUISITION AFFECT FINANCIAL
STATEMENTS?

CONSOLIDATED STATEMENT OF FINANCIAL POSITION 2> AUDIT TRAIL

Fa3 Fo
Closing Opening

Property, plant and eguipment

Inwestment property

Goodwill

Intangible sssats

Inwestments accounted for wsing eguity method
Biological asssts

Non-current receivables

Defermrsd tax assets

Other non-curent financial assets

Other non-curent assets

Nen-current assets

Inventaries

Trade and other current recsivables

Current tax asssts

Other current financizl asssts

Other current asssts

Cash and cazh eguivalents

Current assets other than non-current assets held for sale

Maon-current assets or disposal groups classified as held for sale or as held
fior distribution to owners

Current assets

Total assets

Figure 7- Report C11-05: Statement of financial position

Goodwill is accounted for using the full goodwill method and by right-clicki
reports explaining the amount stored on this item

, You can access detailed

General ledger by audit ID, partner, JE number (FI

Reporting unit: 51 Subsidiary case study 1
Account: A1310 Goodwill

F99
Closing

5

Share analysis

Audit ID Ledger - Number Journal entry detail
| s - . . . _— . —

GWH U. Booking of goodwill and AUTOCO -5 Inceming Ientrty GUUd-WI" booking - owner P 120 000
|| bargain purchase - Auto. company's share - GW-110

GW10 - Booking of goodwil and Incoming entity - Goodwill booking - NCI (full goodwill
|| bargain purchase - Auto. AUTOCO -8 method) - GW-120 TR-9%9 &0 000

Total

Figure 8- Report C32-05: General ledger by audit ID, partner, JE number (Flows)
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F39 FOO
Clasing Opening
|s=susd capital 150 00 150 00D
a El
Share pramium
a El
Trezsury sharss
a El
Orther reserves
a El
Retzined =arnings [}
A |
Equity attributable to owners of parent 150 00D 150 DD
a
Mon-controlling interests I 100 000 ]
il a
AN 3
Total equity ZSDDDD\ 130 000
4
Mon-current provisions for employes benefits
A El
Other long-term provisions
A El
Mon-zurrent paysbles
A El
Deferred tax lishilities
A El
Orther non-current financial lisbilities
A El
Orther non-current lisbilities
A a3
Men-current liabilities \
] a
Current provisions for employes benefits
A
Crther short-term provisions
A
Trade and other current payables 30 00D
A
Current tax lisbilities
A
Orther current financial lisbilities
A
Orther current lisbilities.
A
Current liabilities other than lizbilities included in disposal groups 30 M
]
Lisbilities included in disposal groups classifisd 2= held for ssle
A
Current liabilities 30 000
]
Total liabilities 30 000
Total equity and liabilities 280 000 150 000
a El

By right-clicking, you can access detailed reports explaining the amount

of Non-Controlling Interests

General ledger by audit ID, partner, JE number\(Flows)

Reporting unit: 51 Subsidiary case study 1
Account: E2010 Non-controlling interests - Reserves and retained earnings

F99
Closing

(]

Audit 1D Ledger - Humber Journal entry detail

EGIE Booking of goodwill and Inceming entity - Goodwill beoking - NCI (full goodwil

|| bargain purchase - Auto. AUTOCO -8 method) - GW-120
NCHFWVADD - Fair value/adjust for AUTOCO - 8 Calculation of non-controlling interests - Flows at
| |incoming entities (central) - NCI - opening interest rate - NCH110

Calculation of non-controlling interests - Flows at

NCHPACKO - Package data - NCI AUTOCO -8 opening interest rate - NCK110

Total
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STATEMENT OF CASH FLOWS 2> AUDIT TRAIL

The statement of cash flows is not affected by the way goodwill is measured. The impact of a business
combination is the net of the consideration paid and the cash “acquired” (that is cash and cash equivalents in
the subsidiary acquired) as you can see by right-clicking to access the detail of the Statement of Cash Flows
line item

202112

Profit (loss)

Interests paid
Income taxes (refund) paid

Other inflows {outflows) of cash

Net cash flows from (used in) operating activities

Cash flows used in obtaining control of subsidiaries -140 000

Other cash payments to acquire equity or debt instruments of other 0
entities including associates M

Net cash flows from {(used in} investing activities -140 000

u

Effect of exchange rate changes on cash and cash equivalents

Net increase (decrease) in cash and cash equivalents -140 000
(Cash and cash equivalents at beginning of period 150 000
Cash and cash equivalents at end of period 10 000

Fl

Figure 9- Report C11-25: Statement of Cash Flows

By right-clicking, you can access detailed reports explaining the amount

of cash flows used in obtaining control of subsidiaries

SCF4120
Cash flows used in
obtaining control of
subsidiaries
. . . Original account Criginal flow Sign
- Consideration paid by P1 9 9 g
A1810C Elimination of investments in
> subsidiaries - Owner company F20 - -150 000 N
+ S1’s cash at acquisition [ A2610 Cash on hand Fo1 1 10 000
date Total before SCF corrections 140 000
Statement of Cash Flows corrections Ledger -
Criginal flow Number Audit ID
- Rule

Original account

Statement of Cash Flows corrections _
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STATEMENT OF CHANGES IN EQUITY

(Extract)
Issued capital Share premium Treasury shares Other reserves F::It_anlir:_l;ds Eq;::ﬁ:ir:;u;:}elﬁttn Nnnﬁ?;r:;!mg Total equity
Balance at opening 150 000 150 D00 150 00D
u
Balance at opening as restated 150 000 150 D00 150 000
u
Comprehensive income a
Other movemants ] 0 o 00 000 100 000
u
Balance at closing 202.12 150 000 L] 150 000 100 000 250 000

Figure 10- Report C11-30: Statement of Changes in Equity

a The only movement that occurs during the year refers to the NCI incoming (S1).

19



Wwww.sap.com

© 2012 SAP AG. All rights reserved.

SAP, R/3, SAP NetWeaver, Duet, PartnerEdge, ByDesign, SAP
BusinessObjects Explorer, StreamWork, SAP HANA, and other SAP
products and services mentioned herein as well as their respective
logos are trademarks or registered trademarks of SAP AG in Germany
and other countries.

Business Objects and the Business Objects logo, BusinessObjects,
Crystal Reports, Crystal Decisions, Web Intelligence, Xcelsius, and
other Business Objects products and services mentioned herein as
well as their respective logos are trademarks or registered trademarks
of Business Objects Software Ltd. Business Objects is an SAP
company.

Sybase and Adaptive Server, iAnywhere, Sybase 365, SQL
Anywhere, and other Sybase products and services mentioned herein
as well as their respective logos are trademarks or registered
trademarks of Sybase Inc. Sybase is an SAP company.

Crossgate, m@gic EDDY, B2B 360°, and B2B 360° Services are
registered trademarks of Crossgate AG in Germany and other
countries. Crossgate is an SAP company.

All other product and service names mentioned are the trademarks of
their respective companies. Data contained in this document serves
informational purposes only. National product specifications may vary.

These materials are subject to change without notice. These materials
are provided by SAP AG and its affiliated companies ("SAP Group")
for informational purposes only, without representation or warranty of
any kind, and SAP Group shall not be liable for errors or omissions
with respect to the materials. The only warranties for SAP Group
products and services are those that are set forth in the express
warranty statements accompanying such products and services, if
any. Nothing herein should be construed as constituting an additional
warranty.



