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When a company undertakes an acquisition and secures 100% control over another entity, it triggers a
series of accounting adjustments, especially concerning tangible assets like land. Land, being a non-
depreciable asset, requires careful consideration in the books of both the parent company and the acquired
subsidiary. Understanding how the land accounts are treated during such acquisitions ensures accurate
financial reporting and compliance with accounting standards like IFRS and GAAP. This article explores
the intricacies of land accounting in a complete acquisition scenario, detailing the treatment of land in the
consolidated financial statements and the impact on both the parent and the acquired company's land
accounts.

Understanding the Nature of Land as an Asset

Before delving into the specifics of accounting treatment during acquisitions, it’s essential to grasp the
fundamental characteristics of land as an asset.

Non-Depreciable Asset
- Land is classified as a non-depreciable asset because it does not have a finite useful life.
- Its value may appreciate or depreciate based on market conditions, but it is not systematically depreciated
over useful life.

Valuation Challenges
- Land is often valued at historical cost, but fair value assessments may be required during acquisitions.
- Revaluation of land can lead to adjustments in the asset’s carrying amount on the books.

Initial Recognition and Valuation of Land in an Acquisition

In a 100% acquisition, the acquiring company consolidates the assets and liabilities of the acquired entity at



their fair values at the acquisition date.

Step 1: Fair Value Assessment
- The parent company must determine the fair value of the land on the acquisition date.
- This involves independent valuation or appraisal to ascertain the market value.

Step 2: Recognizing Land in the Acquisition Accounting
- The land acquired is recorded at its fair value in the consolidated financial statements.
- The journal entry typically involves debiting the land account and crediting consideration transferred,
with adjustments for any goodwill or gain on bargain purchase.

Step 3: Impact on Goodwill or Gain on Bargain Purchase
- If the consideration paid exceeds the fair value of net identifiable assets, goodwill is recognized.
- Conversely, if the consideration is less, a gain on bargain purchase is recorded.

Accounting Treatment of Land in the Parent and Subsidiary

Understanding how the land appears in the individual and consolidated accounts is crucial.

Pre-Acquisition Land Accounts
- The subsidiary’s land is recorded at its original cost in its standalone books.
- The parent’s land account is similarly maintained at historical cost prior to acquisition.

Post-Acquisition Consolidation Process
- During consolidation, the parent combines its own land accounts with the fair value of the acquired land.
- The subsidiary’s land account is eliminated against the corresponding fair value on the acquisition date.

Step-by-Step Treatment in Consolidated Financial Statements

Elimination of Original Subsidiary Land Account: Remove the subsidiary’s land book value from the1.
consolidated books to avoid double counting.



Recognition of Land at Fair Value: Record the land at its fair value as determined during the2.
acquisition process.

Adjustments to Equity and Goodwill: Any differences between the fair value of land and the3.
consideration transferred impact goodwill or gain calculations.

Impact of Land Revaluation and Subsequent Measurement

While land is generally not depreciated, revaluation or impairment considerations may arise.

Revaluation of Land
- Under IFRS, companies can choose the revaluation model for land, revaluing it to fair value periodically.
- Revaluation surplus or deficit is recognized in other comprehensive income.

Impairment of Land
- Although rare, if the land’s recoverable amount declines below its carrying amount, impairment loss must
be recognized.
- Impairment affects the consolidated financial statements and reflects a downward adjustment of the land’s
book value.

Additional Considerations in 100% Acquisition Cases

Acquiring 100% control introduces specific accounting nuances.

Control and Consolidation
- Full control necessitates full consolidation, including all assets and liabilities, such as land.
- The parent’s ownership means the land accounts of the subsidiary are replaced by the fair value at
acquisition.

Impact on Financial Ratios and Reporting
- Adjustments to land values can influence key ratios like asset turnover and return on assets.



- Accurate reflection of land’s fair value ensures transparency for investors and regulators.

Practical Examples of Land Accounting in a 100% Acquisition

To illustrate, consider a hypothetical scenario.

Scenario Overview
- Parent Company: ABC Inc.
- Subsidiary: XYZ Ltd.
- Acquisition Date: January 1, 2024
- XYZ Ltd. owns land valued at $2 million on its books.
- Fair value of the land at acquisition: $3 million.
- Consideration paid: $10 million.
- Net identifiable assets (excluding land): $6 million.

Accounting Entries at Acquisition

Eliminate subsidiary’s land at book value:

Debit: Land (subsidiary) $2,000,000

Credit: Investment in XYZ Ltd. $2,000,000

Recognize land at fair value:

Debit: Land $3,000,000

Credit: Gain on revaluation (if applicable) or adjust consideration

Adjust for consideration transferred and goodwill:

Debit: Goodwill $1,000,000 (difference between consideration and net assets)



Summary of Land Accounting Post-Acquisition

Following the acquisition:
- The consolidated balance sheet reflects land at its fair value of $3 million.
- The original land account of the subsidiary is eliminated.
- The parent’s land remains at historical cost unless revaluation is elected.
- Any revaluation surplus is recorded in other comprehensive income.

Conclusion: Ensuring Accurate Land Accounts in 100% Control
Acquisitions

In a scenario where 100% control is acquired, the treatment of land in the parent and subsidiary accounts
involves several critical steps aligned with accounting standards. The land of the acquired subsidiary is
initially recognized at fair value, replacing its original book value in the consolidated accounts. The parent’s
land remains at its historical cost unless revaluation is adopted, in which case ongoing revaluation
adjustments may be necessary.

Properly accounting for land ensures transparency and accuracy in financial reporting, reflecting the true
economic value of the assets involved. It also influences key financial ratios and valuation metrics,
impacting stakeholder decisions. By understanding these principles, companies can ensure compliance with
standards like IFRS and GAAP, providing clear and reliable financial information during and after
acquisition processes.

For businesses involved in acquisitions, engaging professional valuation services and maintaining rigorous
accounting practices are essential to accurately reflect land assets’ value, avoid misstatements, and uphold
financial integrity.

Frequently Asked Questions

In an acquisition where the parent acquires 100% control, how are the
land accounts consolidated between the parent and subsidiary?
The land accounts are consolidated at their fair value on the acquisition date, with the parent’s land account
being combined with the subsidiary’s land account, and adjustments made for any fair value differences



recognized through goodwill or revaluation reserves.

Does the parent record the land at cost or fair value after acquiring 100%
control?
After acquiring 100% control, the parent records the land at its fair value at the acquisition date, which may
differ from its historical cost, to reflect the current market value accurately.

How are intra-group land transactions eliminated during consolidation in
a 100% acquisition?
Any intra-group land transactions, such as sales or transfers between the parent and subsidiary, are
eliminated during consolidation to prevent double counting, and land is recorded at the fair value at the
acquisition date unless revalued subsequently.

What impact does a revaluation of land have during acquisition
accounting in a 100% takeover?
If land is revalued during acquisition, the increase or decrease in fair value is recognized either directly in
the revaluation reserve or in profit and loss, depending on accounting standards, and consolidated
accordingly.

How is the land account treated in the consolidated balance sheet after
acquiring 100% control?
In the consolidated balance sheet, the land is reported at its consolidated fair value, which includes the fair
value of the land at the acquisition date, adjusting for any revaluations, and is presented as a single asset
line.

Are there any differences in land accounting if the parent uses the cost
model versus the revaluation model after acquisition?
Yes, if the parent uses the revaluation model, land is carried at fair value with periodic revaluations; if the
cost model is used, land remains at its historical cost less any accumulated depreciation or impairment,
though land typically isn't depreciated.

How does the acquisition date fair value of land affect subsequent
depreciation or impairment assessments?
Since land generally isn't depreciated, the fair value affects impairment testing. If the fair value declines
below carrying amount, an impairment loss is recognized; if it increases, revaluation surplus may be



adjusted accordingly.

In the case of a 100% acquisition, how are gains or losses on land transfers
between parent and subsidiary recognized in consolidation?
Gains or losses from intra-group land transfers are eliminated during consolidation, ensuring that the land is
reflected at its fair value at the acquisition date and that no unrealized profits are recognized.

What are the accounting considerations for land held under leasehold
arrangements during acquisition?
Land under leasehold arrangements is recognized as an asset at its fair value at acquisition, with lease terms
and obligations disclosed accordingly; any leasehold improvements are also accounted for based on relevant
standards.

How does the acquisition of 100% control influence the disclosure of land
assets in consolidated financial statements?
Consolidated financial statements disclose the land at fair value, including details of revaluations, any
restrictions, and the basis of valuation, providing transparent information about land assets post-acquisition.

Additional Resources
In An Acquisition Where 100% Control Is Acquired, How Would The Land Accounts Of The Parent And
The Land Be Treated?

When a parent company acquires 100% control of a subsidiary, the accounting treatment of land assets
becomes a significant aspect of consolidation. Land, as a long-term tangible asset, is often a substantial
component of the acquired company's total assets. The way land is recorded, valued, and reported post-
acquisition influences the consolidated financial statements, impacts depreciation calculations (if applicable),
and affects asset management strategies. This article explores the comprehensive treatment of land accounts
in such acquisitions, examining the accounting principles, the treatment of land at acquisition, subsequent
revaluations, and the implications for both the parent and the subsidiary's land accounts.

---

Understanding the Acquisition of 100% Control

Before delving into land-specific accounting, it is essential to understand the context of acquiring 100%



control. When a parent entity acquires all the equity shares of a subsidiary, it gains control over the
subsidiary’s assets, liabilities, and operations. This control entails:

- Full consolidation of the subsidiary’s financial statements.
- Recognition of goodwill or gain from a bargain purchase.
- The need to align accounting policies, including how assets like land are valued and reported.

In such transactions, the treatment of land involves initially recording the land at acquisition date, and then
subsequently managing its valuation and depreciation (if applicable) within the consolidated accounts.

---

Initial Recognition and Valuation of Land at Acquisition

Fair Value Measurement at Acquisition

At the acquisition date, the parent company must recognize the identifiable assets acquired and liabilities
assumed at their fair values. For land, this involves:

- Conducting an independent appraisal or valuation to determine the fair value.
- Recognizing the land at this fair value in the consolidated balance sheet.

Key points:

- The land is recorded at its fair value rather than historical cost.
- Any difference between the fair value and the carrying amount (if previously recorded) impacts
goodwill or gains from a bargain purchase.
- The valuation considers factors like location, condition, zoning, and market conditions.

Features:

- Ensures transparency and comparability.
- Reflects the current economic worth of the land.

Pros:

- Provides a realistic valuation for decision-making.
- Facilitates accurate goodwill calculation.

Cons:



- Valuation can be subjective and costly.
- Market fluctuations can impact fair value assessments.

Recording the Land in the Accounts

In the consolidated accounts:

- The land is recorded at the fair value on the acquisition date.
- The original carrying amount of the land in the subsidiary's books is disregarded for consolidation
purposes.
- Any revaluation surplus related to land is recognized as part of other comprehensive income if applicable.

---

Subsequent Measurement and Revaluation of Land

Can Land Be Revalued Post-Acquisition?

Depending on the accounting standards adopted (e.g., IFRS or local GAAP), land may be accounted for
using:

- Cost Model: Land is carried at its original cost less any impairment losses.
- Revaluation Model: Land is revalued periodically to fair value, with revaluation surpluses or deficits
recognized accordingly.

IFRS (IAS 16) permits revaluation of land if fair values can be reliably measured. Under IFRS:

- Revaluations are made regularly.
- Surpluses are credited to other comprehensive income and accumulated in revaluation surplus.
- Deficits are recognized in profit or loss, unless they reverse previous revaluation surpluses.

Features:

- Revaluation enhances the relevance of financial statements.
- Reflects market value changes over time.

Pros:



- Provides a current valuation, aiding management decisions.
- Can increase asset values on the balance sheet.

Cons:

- Revaluations require regular, reliable appraisals.
- Can introduce volatility in financial statements.

Implication for Land Accounts

- If revalued: The land account's balance is adjusted to fair value, and any revaluation surplus is recognized.
- If cost model: The land remains at historical cost, with no revaluation adjustments unless impairment
occurs.

---

Impact on Parent and Subsidiary Land Accounts

In the Parent Company’s Financial Statements

- The parent’s investment in the subsidiary is consolidated, and the subsidiary’s assets, including land, are
incorporated at their fair value.
- The parent does not record the land separately unless it owns land directly outside the subsidiary.
- The land’s carrying amount in the consolidated accounts reflects the fair value at acquisition, adjusted for
revaluation if applicable.

Key points:

- The parent’s land account (if any) remains separate unless the parent directly owns land.
- The focus is on the consolidated land account, which aggregates the land assets from all subsidiaries at their
fair values.

In the Subsidiary’s Financial Statements

- The subsidiary continues to record land at either cost or revalued amount, depending on its accounting
policy.



- Upon acquisition, the subsidiary’s land is derecognized and replaced by the fair value at the acquisition
date in the consolidation process.
- Post-acquisition, the subsidiary’s land account may be adjusted for revaluation or impairment, but these
are consolidated adjustments.

Feature:

- The subsidiary’s individual land account may no longer reflect the fair value used in consolidation but
remains relevant for local statutory reporting.

---

Consolidation Adjustments and Eliminations

During consolidation, several adjustments are necessary:

- Elimination of the subsidiary’s book values for land against the fair value recognized in the consolidated
accounts.
- Recognition of revaluation surpluses or deficits in the consolidation process.
- Adjustment for any impairment losses recognized post-acquisition.

Features:

- Ensures that the consolidated balance sheet presents the land assets at fair value.
- Eliminates intra-group transactions related to land transfers.

Pros:

- Provides a true and fair view of the group’s assets.
- Ensures consistency in asset valuation.

Cons:

- Adds complexity to the consolidation process.
- Requires detailed documentation and valuation reports.

---



Implications for Depreciation and Impairment

- Land typically is not depreciated, as it has an indefinite useful life.
- However, if land improvements (e.g., buildings, structures) are present, depreciation applies.
- Impairment testing applies if there are indications that the land’s carrying amount exceeds recoverable
amount, especially under cost model.

Features:

- The valuation model adopted influences depreciation policies.
- Revalued land may impact impairment assessments.

Pros:

- Accurate reflection of asset value.
- Prevents overstatement of assets.

Cons:

- Impairment assessments can be subjective.
- Revaluation surpluses may be reversed if conditions change.

---

Summary of Best Practices and Recommendations

- Valuation at acquisition: Ensure independent, reliable fair value assessments.
- Consistent policy: Adopt a clear accounting policy—cost or revaluation model—and apply it consistently.
- Regular revaluation: If revaluation model is adopted, perform periodic revaluations to reflect current
market values.
- Impairment testing: Regularly assess the recoverable amount of land assets.
- Disclosure: Provide transparent disclosures about valuation methods, revaluation surpluses, and
impairment losses.

Features & Benefits:

- Improves transparency and comparability.
- Maintains compliance with accounting standards.
- Enhances decision-making based on accurate asset valuations.



---

Conclusion

In an acquisition where 100% control is acquired, the treatment of land accounts plays a crucial role in
presenting an accurate financial picture of the consolidated entity. Recognizing land at fair value at
acquisition, choosing an appropriate subsequent measurement model, and applying consistent revaluation
policies are essential steps. The consolidated financial statements reflect the fair values, ensuring
stakeholders have a true understanding of the group's assets. While the process involves complexities and
requires rigorous valuation procedures, adhering to accounting standards and best practices ensures
transparency, comparability, and compliance. Ultimately, thoughtful management of land accounts post-
acquisition provides strategic benefits, supports accurate asset management, and aligns the group’s financial
reporting with current market realities.
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