KPMG BUSINESS COMBINATIONS GUIDE

KPMG BUSINESS COMBINATIONS GUIDE IS AN ESSENTIAL RESOURCE FOR UNDERSTANDING THE COMPLEXITIES INVOLVED IN MERGERS
AND ACQUISITIONS. THIS GUIDE PROVIDES COMPREHENSIVE INSIGHTS INTO ACCOUNTING STANDARDS, VALUATION METHODS, AND
REGULATORY REQUIREMENTS SPECIFIC TO BUSINESS COMBINATIONS. \WHETHER DEALING WITH ACQUISITIONS, MERGERS, OR
CONSOLIDATIONS, THE KPMG FRAMEW ORK HELPS ORGANIZATIONS NAVIGATE FINANCIAL REPORTING CHALLENGES WITH
PRECISION. THE GUIDE COVERS CRITICAL TOPICS SUCH AS PURCHASE PRICE ALLOCATION, FAIR VALUE MEASUREMENT, AND
GOODWILL IMPAIRMENT TESTING, ENSURING COMPLIANCE WITH IFRS AnD US GAAP. IT ALSO ADDRESSES PRACTICAL ISSUES
ENCOUNTERED DURING INTEGRATION AND CONSOLIDATION PROCESSES. THIS ARTICLE WILL EXPLORE THE KEY ASPECTS OF THE
KPMG BUSINESS COMBINATIONS GUIDE, HIGHLIGHTING BEST PRACTICES AND COMPLIANCE STRATEGIES FOR CORPORATE FINANCE
PROFESSIONALS.

UNDERSTANDING BUSINESS COMBINATIONS

® ACCOUNTING FRAMEWORKS AND STANDARDS

® VALUATION AND PURCHASE PRICE ALLOCATION
e GOODWILL AND INTANGIBLE ASSETS

o DISCLOSURE REQUIREMENTS AND REPORTING

PrAcTICAL CONSIDERATIONS AND CHALLENGES

UNDERSTANDING BUSINESS COMBINATIONS

BUSINESS COMBINATIONS INVOLVE THE MERGING OF TWO OR MORE ENTITIES INTO A SINGLE REPORTING ENTITY, OFTEN THROUGH
ACQUISITIONS OR MERGERS. THE KPMG BUSINESS COMBINATIONS GUIDE DEFINES THESE TRANSACTIONS AS THOSE WHERE
CONTROL IS OBTAINED OVER ONE OR MORE BUSINESSES. UNDERSTANDING THE NATURE OF THE COMBINATION IS FUNDAMENTAL AS
IT AFFECTS ACCOUNTING TREATMENT AND FINANCIAL STATEMENT PRESENTATION.

BUSINESS COMBINATIONS CAN BE CATEGORIZED INTO MERGERS, ACQUISITIONS, AND CONSOLIDATIONS, EACH WITH DISTINCT
IMPLICATIONS:

® MERGERS: T WO COMPANIES COMBINE TO FORM A NEW LEGAL ENTITY.
* ACQUISITIONS: ONE COMPANY OBTAINS CONTROL OVER ANOTHER WITHOUT FORMING A NEW ENTITY.
o CONSOLIDATIONS: ENTITIES COMBINE THEIR FINANCIALS INTO ONE REPORTING ENTITY.

THE GUIDE EMPHASIZES THE IMPORTANCE OF IDENTIFYING THE ACQUIRER AND THE ACQUISITION DATE, WHICH ARE CRITICAL FOR
APPLYING THE ACQUISITION METHOD OF ACCOUNTING.

ACCOUNTING FRAMEWORKS AND STANDARDS

THE KPMG BUSINESS COMBINATIONS GUIDE ALIGNS CLOSELY WITH INTERNATIONAL AND DOMESTIC ACCOUNTING STANDARDS,
PRIMARILY IFRS 3 anD ASC Toric 805 unper US GAAP. THESE STANDARDS DICTATE THE RECOGNITION, MEASUREMENT,
AND DISCLOSURE REQUIREMENTS FOR BUSINESS COMBINATIONS.



IFRS 3: Business COMBINATIONS

IFRS 3 REQUIRES ENTITIES TO APPLY THE ACQUISITION METHOD, WHICH INVOLVES IDENTIFYING THE ACQUIRER, DETERMINING THE
ACQUISITION DATE, RECOGNIZING AND MEASURING IDENTIFIABLE ASSETS ACQUIRED, LIABILITIES ASSUMED, AND ANY NON-
CONTROLLING INTEREST. THE STANDARD ALSO MANDATES RECOGNIZING GOODWILL OR A GAIN FROM A BARGAIN PURCHASE.

ASC Toric 805: Business COMBINATIONS

Unper US GAAP, ASC 805 PROVIDES SIMILAR GUIDANCE, EMPHASIZING THE ACQUISITION METHOD AND THE NEED FOR
DETAILED DISCLOSURES. |T ALSO OUTLINES SPECIFIC RULES FOR CONTINGENT CONSIDERATION, STEP ACQUISITIONS, AND
BUSINESS COMBINATIONS ACHIEVED IN STAGES.

BOTH FRAMEWORKS FOCUS ON FAIR VALUE MEASUREMENT AND REQUIRE DETAILED DOCUMENTATION SUPPORTING THE
ACCOUNTING TREATMENT APPLIED.

V ALUATION AND PURCHASE PRICE ALLOCATION

V ALUATION IS A CRITICAL COMPONENT OF THE KPMG BUSINESS COMBINATIONS GUIDE, AS IT DETERMINES THE FAIR VALUE OF
ACQUIRED ASSETS AND LIABILITIES. PURCHASE PRICE ALLOCATION (PPA) FOLLOWS VALUATION AND IS ESSENTIAL FOR
ACCURATE FINANCIAL REPORTING POST-ACQUISITION.

STEPS IN PURCHASE PRICE ALLOCATION

1. IDENTIFY AND MEASURE THE FAIR VALUE OF ACQUIRED TANGIBLE AND INTANGIBLE ASSETS.
2. RECOGNIZE LIABILITIES ASSUMED AT THEIR FAIR VALUE.
3. CALCULATE GOODWILL AS THE EXCESS OF THE PURCHASE PRICE OVER THE NET IDENTIFIABLE ASSETS.

4. ASSESS ANY NON-CONTROLLING INTEREST AT FAIR VALUE OR PROPORTIONATE SHARE OF NET ASSETS.

THE GUIDE STRESSES THE IMPORTANCE OF USING APPROPRIATE VALUATION TECHNIQUES SUCH AS DISCOUNTED CASH FLOW
(DCF), MARKET COMPARABLES, AND COST APPROACHES. PROFESSIONAL JUDGMENT AND EXPERT VALUATION ARE OFTEN
REQUIRED TO ENSURE COMPLIANCE AND ACCURACY.

GooDWILL AND INTANGIBLE ASSETS

GOODWILL REPRESENTS FUTURE ECONOMIC BENEFITS ARISING FROM ASSETS THAT ARE NOT INDIVIDUALLY IDENTIFIED AND
SEPARATELY RECOGNIZED. THE KPMG BUSINESS COMBINATIONS GUIDE PROVIDES DETAILED INSTRUCTIONS ON THE RECOGNITION
AND SUBSEQUENT MEASUREMENT OF GOODWILL AND INTANGIBLE ASSETS.

GooDWILL RECOGNITION AND IMPAIRMENT

GOODWILL IS INITIALLY MEASURED AS THE EXCESS OF THE PURCHASE CONSIDERATION OVER THE FAIR VALUE OF IDENTIFIABLE
NET ASSETS. THE GUIDE HIGHLIGHTS THE NEED FOR ANNUAL IMPAIRMENT TESTING OR MORE FREQUENT ASSESSMENTS IF
INDICATORS OF IMPAIRMENT EXIST. IMPAIRMENT LOSSES MUST BE RECOGNIZED PROMPTLY TO REFLECT THE DECLINE IN
RECOVERABLE AMOUNTS.

INTANGIBLE ASSETS IDENTIFICATION AND MEASUREMENT

INTANGIBLE ASSETS SUCH AS PATENTS, TRADEMARKS, CUSTOMER RELATIONSHIPS, AND TECHNOLOGY SHOULD BE SEPARATELY
IDENTIFIED AND MEASURED AT FAIR VALUE. THE GUIDE DISCUSSES CRITERIA FOR RECOGNITION AND METHODS FOR VALUATION,



EMPHASIZING THE IMPORTANCE OF DISTINGUISHING BETWEEN FINITE-LIVED AND INDEFINITE-LIVED INTANGIBLES.

DiscLOSURE REQUIREMENTS AND REPORTING

TRANSPARENCY IN FINANCIAL REPORTING IS A KEY FOCUS OF THE KPMG BUSINESS COMBINATIONS GUIDE. BoTH IFRS anp US
GAAP REQUIRE EXTENSIVE DISCLOSURES TO PROVIDE USERS WITH AN UNDERSTANDING OF THE ACQUISITION'S IMPACT ON THE
FINANCIAL STATEMENTS.

MANDATORY DISCLOSURES

e DETAILS OF THE ACQUIRING ENTITY AND ACQUISITION DATE.

CONSIDERATION TRANSFERRED, INCLUDING CASH, EQUITY INSTRUMENTS, AND CONTINGENT CONSIDERATION.
e FAIR VALUE OF ACQUIRED ASSETS AND LIABILITIES RECOGNIZED.

e GOODWILL RECOGNIZED AND REASONS FOR ANY GOODWILL IMPAIRMENT.

® REVENUE AND PROFIT CONTRIBUTION OF THE ACQUIRED BUSINESS SINCE ACQUISITION.

® INFORMATION ABOUT CONTINGENT LIABILITIES AND INDEMNIFICATION ASSETS.

THESE DISCLOSURES ENSURE STAKEHOLDERS HAVE CLEAR INSIGHTS INTO THE TRANSACTION’S FINANCIAL EFFECTS AND FUTURE
IMPLICATIONS.

PRACTICAL CONSIDERATIONS AND CHALLENGES

THe KPMG BUSINESS COMBINATIONS GUIDE ADDRESSES SEVERAL PRACTICAL CHALLENGES ENCOUNTERED DURING BUSINESS
COMBINATIONS. EFFECTIVE PLANNING AND EXECUTION ARE NECESSARY TO MANAGE COMPLEXITIES IN ACCOUNTING AND
INTEGRATION.

CoMMoN CHALLENGES

* VALUATION COMPLEXITIES: ACCURATELY MEASURING FAIR VALUE CAN BE DIFFICULT DUE TO MARKET VOLATILITY OR
LACK OF COMPARABLE DATA.

® INTEGRATION ISSUES: ALIGNING ACCOUNTING SYSTEMS AND PROCESSES POST-COMBINATION REQUIRES CAREFUL
COORDINATION.

o CONTINGENT CONSIDERATION: ESTIMATING AND ACCOUNTING FOR CONTINGENT PAYMENTS INVOLVE SIGNIFICANT
JUDGMENT.

® REGULATORY COMPLIANCE: NAVIGATING VARYING STANDARDS AND DISCLOSURE REQUIREMENTS ACROSS JURISDICTIONS
CAN BE CHALLENGING.

BesT PRACTICES

THE GUIDE RECOMMENDS EARLY INVOLVEMENT OF VALUATION EXPERTS, THOROUGH DUE DILIGENCE, AND CLEAR COMMUNICATION
AMONG STAKEHOLDERS TO ADDRESS THESE CHALLENGES. MAINTAINING DETAILED DOCUMENTATION AND ADOPTING ROBUST
INTERNAL CONTROLS ARE ALSO EMPHASIZED TO ENSURE COMPLIANCE AND ACCURACY IN REPORTING.



FREQUENTLY AskeD QUESTIONS

\WHAT IS THE PRIMARY PURPOSE oF THE KPMG BusiNess CoMBINATIONS GUIDE?

THE PRIMARY PURPOSE OF THE KPMG BusiNess COMBINATIONS GUIDE IS TO PROVIDE COMPREHENSIVE GUIDANCE ON
ACCOUNTING FOR BUSINESS COMBINATIONS IN ACCORDANCE WITH IFRS AND US GAAP, HELPING PROFESSIONALS NAVIGATE
COMPLEX TRANSACTIONS AND ENSURE COMPLIANCE.

How poes THE KPMG BusiNess COMBINATIONS GUIDE ADDRESS PURCHASE PRICE
ALLOCATION?

THE GUIDE OFFERS DETAILED METHODOLOGIES FOR PURCHASE PRICE ALLOCATION, INCLUDING IDENTIFYING AND VALUING ASSETS
ACQUIRED AND LIABILITIES ASSUMED, ENSURING ACCURATE REFLECTION OF FAIR VALUE IN FINANCIAL STATEMENTS.

Does THE KPMG BusiNess CoOMBINATIONS GUIDE COVER GOODWILL IMPAIRMENT
TESTING?

YES, THE GUIDE INCLUDES BEST PRACTICES FOR GOODWILL RECOGNITION AND IMPAIRMENT TESTING POST-BUSINESS
COMBINATION, ALIGNING WITH RELEVANT ACCOUNTING STANDARDS TO ASSIST ENTITIES IN MONITORING AND REPORTING
GOODWILL ACCURATELY.

How cAN THE KPMG BusiNess CoOMBINATIONS GUIDE ASSIST IN DEALING WITH
CONTINGENT CONSIDERATION?

THE GUIDE PROVIDES INSIGHTS ON RECOGNIZING, MEASURING, AND ACCOUNTING FOR CONTINGENT CONSIDERATION IN BUSINESS
COMBINATIONS, OUTLINING APPROACHES TO ESTIMATE FAIR VALUE AND SUBSEQUENT MEASUREMENT CHALLENGES.

Is THE KPMG BusiNess COMBINATIONS GUIDE UPDATED TO REFLECT RECENT CHANGES
IN ACCOUNTING STANDARDS?

KPMG REGULARLY UPDATES THE BUSINESS COMBINATIONS GUIDE TO INCORPORATE THE LATEST AMENDMENTS AND
INTERPRETATIONS IN ACCOUNTING STANDARDS, ENSURING USERS HAVE ACCESS TO CURRENT AND RELEVANT INFORMATION FOR
COMPLIANCE AND BEST PRACTICES.

ADDITIONAL RESOURCES

1. KPMG Guipe To BusiNess COMBINATIONS AND ACCOUNTING

THIS COMPREHENSIVE GUIDE BY KPMG OFFERS DETAILED INSIGHTS INTO THE ACCOUNTING PRINCIPLES AND PRACTICES RELATED
TO BUSINESS COMBINATIONS. |T COVERS TOPICS SUCH AS PURCHASE PRICE ALLOCATION, GOODWILL IMPAIRMENT, AND
CONSOLIDATION TECHNIQUES. THE BOOK IS AN ESSENTIAL RESOURCE FOR ACCOUNTANTS AND FINANCE PROFESSIONALS
NAVIGATING COMPLEX MERGERS AND ACQUISITIONS.

2. IFRS 3 Business COMBINATIONS: PRACTICAL GUIDE

FOCUSING ON THE INTERNATIONAL FINANCIAL REPORTING STANDARD (IFRS) 3, THIS BOOK PROVIDES A PRACTICAL APPROACH
TO ACCOUNTING FOR BUSINESS COMBINATIONS. |T EXPLAINS RECOGNITION AND MEASUREMENT PRINCIPLES, DISCLOSURE
REQUIREMENTS, AND PROVIDES CASE STUDIES TO ILLUSTRATE COMMON CHALLENGES. IDEAL FOR PRACTITIONERS WORKING WITH
IFRS IN CROSS-BORDER TRANSACTIONS.

3. MErGERS AND ACQUISITIONS ACCOUNTING: AN INSIDER’S GUIDE

THIS BOOK DELVES INTO THE ACCOUNTING TREATMENT OF MERGERS AND ACQUISITIONS FROM THE PERSPECTIVE OF FINANCIAL
REPORTING AND REGULATORY COMPLIANCE. |T DISCUSSES STRATEGIC CONSIDERATIONS, VALUATION TECHNIQUES, AND POST-
COMBINATION ACCOUNTING ADJUSTMENTS. THE AUTHOR OFFERS EXPERT ADVICE TO HELP PROFESSIONALS HANDLE COMPLEX



TRANSACTIONS EFFICIENTLY.

4. Business CoMBINATIONS AND CONSOLIDATIONS: A CPA’s Hanpsook

DESIGNED FOR CERTIFIED PUBLIC ACCOUNTANTS, THIS HANDBOOK COVERS THE TECHNICAL AND PRACTICAL ASPECTS OF BUSINESS
COMBINATIONS AND CONSOLIDATIONS. |T INCLUDES DETAILED EXPLANATIONS OF PURCHASE ACCOUNTING, NON-CONTROLLING
INTERESTS, AND INTERCOMPANY TRANSACTIONS. THE BOOK SERVES AS A VALUABLE REFERENCE FOR AUDIT AND ADVISORY
SERVICES RELATED TO M A ACTIVITIES.

5. ACCOUNTING FOR BUSINESS COMBINATIONS UNDER US GAAP

THIS TITLE EXPLORES THE NUANCES OF ACCOUNTING FOR BUSINESS COMBINATIONS IN ACCORDANCE WITH US GENERALLY
AccepTeD ACCOUNTING PRINCIPLES (GAAP). IT PROVIDES GUIDANCE ON IDENTIFYING ACQUIRERS, MEASURING CONSIDERATION
TRANSFERRED, AND ACCOUNTING FOR GOODWILL AND INTANGIBLE ASSETS. THE BOOK IS A MUST-HAVE FOR PROFESSIONALS
DEALING WITH DOMESTIC AND INTERNATIONAL ACQUISITIONS.

6. VALUATION TECHNIQUES IN BUSINESS COMBINATIONS

VALUATION IS A CRITICAL ELEMENT IN BUSINESS COMBINATIONS, AND THIS BOOK FOCUSES ON THE METHODOLOGIES AND BEST
PRACTICES FOR ACCURATE VALUATION OF ASSETS AND LIABILITIES. |T COVERS DISCOUNTED CASH FLOW, MARKET MULTIPLES,
AND OTHER VALUATION MODELS. READERS WILL BENEFIT FROM PRACTICAL EXAMPLES AND INSIGHTS ON SELECTING APPROPRIATE
TECHNIQUES FOR DIFFERENT SCENARIOS.

7. PoST-MerGER INTEGRATION: FINANCIAL AND OPERATIONAL STRATEGIES

THIS BOOK ADDRESSES THE CHALLENGES FACED AFTER A MERGER OR ACQUISITION, EMPHASIZING FINANCIAL REPORTING AND
OPERATIONAL INTEGRATION STRATEGIES. |T DISCUSSES ALIGNING ACCOUNTING SYSTEMS, MANAGING GOODWILL IMPAIRMENT, AND
STREAMLINING CONSOLIDATED FINANCIAL STATEMENTS. THE AUTHOR PROVIDES ACTIONABLE GUIDANCE FOR ENSURING A SMOOTH
TRANSITION AND MAXIMIZING VALUE.

8. INTERNATIONAL PERSPECTIVES ON BUSINESS COMBINA TIONS

OFFERING A GLOBAL VIEWPOINT, THIS BOOK EXAMINES HOW DIFFERENT JURISDICTIONS APPROACH BUSINESS COMBINATIONS AND
RELATED ACCOUNTING STANDARDS. IT coMPARES IFRS, US GAAP, AND OTHER LOCAL FRAMEWORKS, HIGHLIGHTING KEY
DIFFERENCES AND COMPLIANCE CHALLENGES. THIS RESOURCE IS PARTICULARLY USEFUL FOR MULTINATIONAL COMPANIES AND
CROSS-BORDER TRANSACTION ADVISORS.

9. KPMG INSIGHTS: TRENDS AND DEVELOPMENTS IN BUSINESS COMBINA TIONS

THIS PUBLICATION COMPILES THE LATEST TRENDS, REGULATORY UPDATES, AND INDUSTRY INSIGHTS FROM KPMG EXPERTS ON
BUSINESS COMBINATIONS. |T INCLUDES ANALYSIS OF EMERGING ACCOUNTING ISSUES, TECHNOLOGICAL IMPACTS, AND EVOLVING
BEST PRACTICES. READERS WILL GAIN A FORWARD-LOOKING UNDERSTANDING OF HOW THE BUSINESS COMBINATIONS LANDSCAPE
IS CHANGING AND HOW TO ADAPT EFFECTIVELY.
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