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Scope of Consolidation and Accounting for Goodwill:
Considering Transformations in International Accounting Standards

Dr. Mikihito Jinnou
(Professor, Tokyo Keizai University)

When IAS3 was modified to TAS27 (1994), the basis for determining consolidation's scope shifted
from shareholding to control. Meanwhile, subsidiaries were evaluated by their fair value during the
acquisition of control. After modifications in 2008, from control criteria’s aspect, the previous standard
process, which leaves book values as minority interests, was disallowed due to inconsistencies and other
reasons. Instead, IFRS10 implemented the comprehensive goodwill accounting that also recognizes values
equivalent to non-controlling interests, along with recognizing only parent interests, or the so-called
partial goodwill accounting. Thus, broadly, the transformations of international accounting standards
with regard to consolidated accounting imply certain relationships between scope of consolidation and
accounting for goodwill.

However, a comparison of IAS27 (2008) and IFRS10 shows no differences in determining scope of
consolidation based on control criteria. Yet, IFRS10 has come to determine controlling power based on
three elements. For example, a change positioned potential voting rights as critical factors, while there
were no major changes in recognitions of goodwill. Thus, this paper considers share types according to
Hove (2006) and Newlove (1926), expressing our opinion that recognitions of goodwill should be based
only on equivalent amounts of common stocks without considering those relevant to preferred stocks.
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X # Y #t X #t Y
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[ & 6] EEREER
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X #t Y ET~ RS EE AR R
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Y % @ fk X 25,000 ‘ $25,000
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$120,300 $65,000 $153,500
v
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! 00 ,000
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# % B K
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® R & : ,
N
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$120,000 $63,000 32,500 32,500 $153,500
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