Accounting for Cross-border Mergers
and Its Problemg’

Hana VOMATKOVA

So called cross-border mergers have become a plegroonof legal
mergers in recent years.

De facto, this involves the merger of two or mazgdlly independent
companies where at least one company has its eegistoffice in a
different EU member state than the other partiangatompanies. The
legal successor may have its registered officenynEelJ member state.

The initial initiative is in Directive 2005/56/E©f the European
Parliament and of the Council of 26 October 2005 aross-border
mergers of limited liability companies. EU membatss were obliged to
transpose this directive into their national contrarlaw not later than
on 15 December 2005. There is no doubt that thegser of this directive
was to support and regulate mergers by allowinggersrof companies
from various EU member states and, simultaneouslysupport the
concentration of legal power within the EU. In tBeech Republic this
directive was reflected in Act No. 125/2008 Collregulating
Transformations of Business Companies and Coopesati

Both European and national legislation assume thefowing:

a) Participating companies exist from a legal poinvigfiv and they
function as accounting units and tax subjects ubhadén national
commercial and national accounting legislation,. é.ca cross-
border merger of a joint stock-company from the cbzRepublic
and the Slovak Republic is to be implemented, theth of the
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participating companies exist under the legal, anting and tax
legislation of their respective countries;

b) The final and decisive role is then played by tlmenmercial,
accounting and tax legislation of that EU membatestn which
the legal successor has its registered office dfiermerger. For
example, if a legal successor is to have its rest office in the
Czech Republic, the decisive commercial, accounting tax
legislation is that which is valid in the Czech Rblic.

In other words, the originally participating compa exist as both
legal subjects and accounting units under theionat legislation, in the
said case one under Czech legislation and the aiheer Slovak
legislation. After a merger is implemented, thealeguiccessor follows the
legislation valid in the member state of its regjiet office. If the legal
successor has its registered office in the CzeghuBle, the liquidated
company, for the purpose of the merger, has todresterred — modified
to the commercial, accounting and tax legislati@lidvin the Czech
Republic.

Theoretically, no unusual problems should arideUf directives exist
which unify commercial law, e.g. the directive anss-border mergers of
limited liability companies (see above), accountlrgctives, e.g. IFRS 3
Business Combinations which was adopted by Regula(EC) No.
1606/20020f the European Parliament and of the Council asda basis
of accounting legislation for business combinatio@OUNCIL
DIRECTIV 2005/19/EC of 17 February 2005 amending Directive
90/434/EEC 1990 on the common system of taxatioorder to prevent
obtaining preferential treatment by moving the segied office of a
company to another EU member state.

However, the national legislations of EU membernestaare not
identical and this may cause problems in the ewdntross-border
mergers. Certain EU member states incorporatetiatio legal order new
legal statuses in order to avoid adherence to thelikective on business
combinations. In cases where member states havthein own way,
transposed Directive 2005/56/EC on cross-bordemyersy commercial,
accounting and sometimes even tax problems haweoed or new such
problems have arisen. The following problems retatio this issue may
be considered as being the major ones:
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Acquisition date determination versus the date iofarfcial
statements of the participating companies;

The determination of the date of the merger cormigforce;

The above events occurring or not occurring orstrae dates;
The existence or non-existence of a duty to preprecial
purpose financial reports as at the date precethegdate of
acquisition;

The existence or non-existence of a duty to re-oreathe assets
and liabilities of a liquidated company for the pose of a merger
— consolidation in the opening balance sheet efjallsuccessor;
The form of reflecting the merger of companies aiheir
businesses on the basis of:

- Consolidating the financial statements of the pgudting
companies in the opening balance sheet of a legakssor;

- Accounting for the take over of individual items agsets and
liabilities and items of equity in the accountingcords of a
legal successor.

For the purpose of both illustration and comparjsi@t’'s remind
ourselves of the concept of the Czech national ceroia and
accounting legislation for domestic mergers undet No. 125/2008
Coll., as amended, which includes the concept uwtierh:

a)

b)

The acquisition date of a merger for domestic nmarge agreed.
This date is in fact at the beginning of the whpltecess of a
merger transaction. This is the date as at whi¢hfimdncial

information (audited) is available based on whioh participating
companies may agree an amount and a structure @ity of a
legal successor, i.e. to agree on the shareholdeeses of power
in a legal successor and, simultaneously, to atiraesince this
date, the economic activity of the participatingnganies will be
considered the economic activity on behalf of #gal successor;

In addition to the keeping of accounting recordsoffar legally
independent companies, it is essential that theditons be
secured to reflect in the accounting records tlmemic activity
on behalf of a legal successor since the dateafisition, i.e. by
preparing an opening balance sheet as at the daeqaisition
which, in fact, represents the “consolidated badasiceet” of the
participating companies as at the date of acqorsiti
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c)

d)

A merger project (in fact, a contract of mergergdraes effective
only by registering the merger at the Commercialif€o charge
of the Register of Companies on condition that keetbe contract
is filed with the competent Commercial Court thdanp public

shall confirm that the participating companies hpeeformed all
of the acts stipulated by law. After a merger ptbjs approved by
the shareholders’ meetings, the proposal for amyemt the

Register of Companies shall be filed within 12 nisnsince the
date of acquisition. As a result, the date of amryemn the

Commercial Register differs from the date of acijois and the
difference may be not only less but also more ttamonths. In
addition, the fact of becoming effective also con8 the validity
of the date of acquisition since which the econoauiivity of the

participating companies is considered the econamsitvity on

behalf of a legal successor.

The above stated act requires that for the purpbsemerger by

the amalgamation of stock corporations the re-nreasent of the

business assets of the liquidated company shadl pédce so that
within the new measurement these business assetsh@ assets
and liabilities) shall be incorporated in the opgnbalance sheet
of the legal successor. This requirement is redlbdty Sec. 27 of
Accounting Act No. 563/1991 Coll. This section stgtes that

assets and liabilities be measured at fair value.

Both the Transformation Act and the Accounting Assume that
this new measurement of assets and liabilitiesfiegal successor
takes place within the special purpose financigloress of a
liquidated company as at the date preceeding the d&
acquisition.

The Accounting Act and relating subordinate ledista stipulate
how the gains of a re-measurement of assets abdities to
obtain fair values will be accounted for in the igand which
cases will be accounted for immediately in the iprof loss and
which will be accounted for in the balance sheet, in the
individual items of equity — gains of new measuraeme which
has the following two variations: gains of new measent of
assets and liabilities and gains of new measurenmmt
transformation.
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g) Sec. 24(3)(a) of the Accounting Act, however, alofor the
measurement for the purpose of transformation thtae
measurement of a liquidated company is effectefbaa whole,
and for individual items of assets and liabilittee following two
variations of measurement are allowed:

- Book values as stated in the accounting recordsligiuidated
company are used;

- New measurement of assets to current value and
measurement of liabilities to current value takies.

h) As a consequence, both the special purpose finamgarts of a
liquidated company and the opening balance sheet tégal
successor, which is de facto a “consolidated balaskeet”,
include not only the items of assets, liabilitiesd aequity of the
legal successor but also the items of assets abdities of the
liquidated company and the equity of the liquidammmpany
affected by the method used to express new measuateim fair
value. Since the Accounting Act stipulates two meament
methods for the purpose of transformation, inclgdmergers,
both the content and the structure of the inforamain both the
special purpose financial reports and an openitanba sheet of a
legal successor may be structured in various ways.

These consequences of Czech legislation, partigulaf the
Accounting Act, may be generally expressed in #ideis set out below
which, in the form of a balance sheet, show bo#h ¢bntent and the
structure of the accounting information in the sglepurpose financial
reports of a liquidated company which, in princjgketransferred to the
legal successor. The consequences for equity UtRelgulation 500/2002
Coll., as amended, are not presented in more detilany influence of
the fact that specific legislations specify whethew measurement of a
certain asset or a liability should be accountedrfan income statement
or in a balance sheet (see Sec. 51 — 54(a) of RiBguis00/2002 Coll., as
amended) is not presented.

The tables are as follows:

Variation 1 — liquidated company, its assets and liabilitiese a
measured at fair value under Sec. 27 of the Acaogirict and its net

assets are measured as a sum of the fair valube afeasured net assets.
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This approach is possible since the TransformatiohsBusiness
Companies and Cooperatives Act does not specify ethod of
measurement to be used by an expert.

Variation la — the measurement of net business assets and the
measurement of net assets are identiggnreral accounting method for
a purchase expressed in the form of a balance sheet

Tab. 1: Variation 1a — Acquirer’s balance sheet (for the aguirer)

Assets Liabilities
Assets in the original Total cost of the business
book value 2,000} acquired of which: 1,700
— equity-net assets [1,000
in book value +
— difference of 500
measurement of assets +
— difference of 200]
measurement of
liabilities
Re-measurement to fair Liabilities in original
value + 500]| book values 1,000
Re-measurement to fair
value - 200
Total assets in fair valug,  2,5pDotal liabilities in fair
value 800
Total assets 2,500 Total liabilities 2,500

The numbers in brackets show an internal struocttveh, however,
remains hidden.

Variation 1b — the measurement of net business assets based on
business measurement/appraisal and the measurehdems of net
assets to fair value are, if the totals are conthatéferent

12
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Tab. 2: Variation 1b — Acquirer’s balance sheet (for the aguirer)

Assets Liabilities
Assets in the original Total cost of the business
book value 2,000} acquired of which: 1,900
— equity-net assets [1,000
in book value +
— difference of 500
measurement of assets +
— difference of 200
measurement of +
liabilities
— recognition of other 200]

shares assets which
cannot be recognised

separately

Re-measurement to fair Liabilities in original
value + 500]| book values 1,000
Goodwill 200 | Re-measurement to fair

value - 200
Total assets in fair valug,  2,5pDotal liabilities in fair

value 800
Total assets 2,700 | Total liabilities 2,700

In principle, this variation corresponds to a gah@urchase method
stipulated by IAS/IFRS.

Variation 2 —liquidated company its business is measured/appraised
as a whole and individual items of net assets eflifuidated company
are measured under Sec. 24(3)(a):

Variation 2a - liquidated company — its business is measured/
appraised as a whole and the individual assetdiaitities which make
up the net assets are measured in original boolkesastated in the
accounting records of the accounting units whieimgfer the business to
the acquirer [Sec. 24(3)(a)(1)].

13
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Tab. 3: Variation 2a — Acquirer’s balance sheet (for the aguirer)

Assets Liabilities
Assets in the original Total cost of the business
book value 2,000} acquired of which: 1,900
— equity-net assets [1,000
in book value +
— difference of 500
measurement of assets +
— difference of 200
measurement of +
liabilities
— new assets which cannot200]
be distinguished
separately
Difference of Liabilities in original
measurement of acquired book values 1,000
assets +900
Original value of total 2,000| Original value of total
assets liabilities 1,000
Total assets 2,900 Total liabilities 2,900

The value of the difference of measurement of #set® acquired (see
Sec. 7(10) of Regulation 500/2002 Coll., as amenaedudes the values
of cost differences between the original book vahfe assets and
liabilities from the accounting records of the gesig accounting unit
and their fair value and, further, the value of herecognised assets or
net assets included in the total cost of the bgsiaequired.

Variation 2b-liquidatedcompany-its businesss measured/appraised
as a whole and individual items of assets are rasomed under Sec.
24(3)(a)(2), the items of liabilities are not reasared.

14
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Tab. 4: Variation 2b — Acquirer’'s balance sheet (for the aguirer)

Assets Liabilities
Assets in the original Total cost of the business
book value 2,000} acquired of which: 1,900
— equity-net assets [1,000
in book value +
— difference of 500
measurement of assets +
— difference of 200
measurement of +
liabilities
— recognition of other 200]

shares assets which
cannot be recognised

separately

Re-measurement to fair Liabilities in original
value + 500]| book values 1,000
Goodwill 400 | Re-measurement to fair

value 0
Total assets in fair valug,  2,5pDotal liabilities in fair -

value
Total assets 2,900 | Total liabilities 2,900

The value of the newly recognised goodwill (see.S¥8)(d) of
Regulation 500/2002 Coll., as amended) differs fribra value of the
goodwill in variation 1b, since, in its essenceaddition to the goodwill
carried at fair value of the acquired businesslsb includes the cost
difference between the fair value of the acquiredbilities and their
original book values.

In the event of cross-border mergers, if a legalcessor has its
registered office in the Czech Republic, variatm is in fact offered.
This variation is relied on particularly when auidated company is
moving from a EU member state which does not reqoirdirectly does
not allow for an asset and liability measurementconnection with
mergers. In this event Act No. 126/2008 Coll., WRT THREE Change
in the Accounting Act, Article 1V(3) assumes thareemeasurement is
performed only for an opening balance sheet untkemtodel 2a stated
above. In the past, this model was not unusual wheinesses were
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merging. A difference of measurement — a differenicee-measurement
was in the past also applied in the USA under AR#nON 16 in which
it was recognised that a difference of valuatiariudes: a) the increase in
value from re-measurement, b) goodwill — the remagisegment after an
increase in value from re-measurement is deduc&ermany also
recognised and used the “Buchwertsmethode” and BB\eertungs-
methode” methods, where the first method comparedta purchase
price of a business with the acquired net assetthenoriginal book
values.

If we generally work with the stipulations of Regtibn (EC) No.
1606/2002 of the European Parliament and of the Council oa th
application of international accounting standardsE& directives, then
also an acquisition method included in IFRS 3 Bessncombinations of
2008 could be considered.

Below is the variation corresponding with a generalcquisition
method under IFRS 3 as amended in 2008, which is wib
considering particularly for capital mergers, howe\er, its application
for mergers in general might be also considered:

80% share of equity of a controlled company wasimed for 1,900

For non-controlling 20% share if the price is theng 475
Fair value of the acquired 80% share is measured at 2,375
All net assets measured at fair value total 1,700
Total goodwill (2 375 — 1700) 675
Of which goodwill paid (1900 — 0,81700) 540
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Tab. 5: Acquirer’'s balance sheet (for the acquirer)

Assets Liabilities
Assets in the original Total cost of the business 1,900
book value 2,000 acquired of which: — 80%
Total in fair value of +475 —
which 20%
2,375-
100%
— equity-net assets [1,000
in book value +
— difference of 500
measurement of assets +
— difference of 200
measurement of +
liabilities
— recognition of other 675]
shares assets which
cannot be recognised
separately
Re-measurement to fair Liabilities in original
value + 500] book values 1,000
Total goodwill 400 | Re-measurement to fair | —200
of which value
— paid [540
— not paid 135]
Total assets in fair value  3,1fbotal liabilities in fair 800
value
Total assets 3,175| Total liabilities 3,175

As it can be seen, the process of a measurementpnding of the

net assets acquired within domestic mergers undeciClegislation is
rather questionable. The right of choice is considie and the choice of
the procedure according to the variations posgilider the legislation
both makes achieving a true and fair view in finahaccounting more
difficult and creates a space for interest grogpfutions.

Where cross-border mergers are concerned the fiopwwo

situations may occur:

17
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a) The national legislation in the EU member statedasnilar concept
as in the Czech Republic. In this event, the assaddiabilities of the
liquidated foreign company are transferred as rasueed within a
cross-border merger with a Czech business compaitly the
registered office in the Czech Republic. Then itiguestion as to
whether the re-measurement took place accordisgtibar rules.

b) If national legislation in another EU member stabes not allow for
re-measurement, then the assets and liabilitieghef liquidated
foreign company are re-measured in an opening balaheet of the
legal successor with reference to Sec. 24(3)(@f(Dzech accounting
act. In other words, de facto the business of itp@dated company
will be re-measured and individual assets andlitas will be taken
over by the legal successor in original book valaed it is possible
that currency will be translated from EUR or theior@al currency of
the state from which the business comes from to .Ci#e issue of
the translation to Czech currency might be compditdy whether or
not special purpose financial reports are preparater the national
legislation of the liquidated company, and if sowaich date.

In other words, in addition to the problem of agbke measurement
of assets and liabilities which a Czech legal sssoetakes over from the
foreign liquidated company, there is another pnobla the relationship
between the date of acquisition or the dates anitmal statements and
the date of the entry in the Register of Comparidaective 2005/56/EC
of the European Parliament and of the Council ofGtfober 2005 on
cross-border mergers of limited liability companiesntions the dates of
financial statements and subsequently also the HCZext regulating
Transformations of Business Companies and Coopegin Sec. 181
refers to the date of financial statements whic$tased in the project and
serves the purpose of determining the conditions dmss-border
mergers. In my opinion, this provision of the Ewap directive in
particular causes the situation where nationalslagons of member
states are not uniform in their understanding efdhte of acquisition.

This means that certain member states have a simddel as Czech
legislation, i.e. they recognise not only the dafeacquisition at the
beginning of the process of a cross-border merigee svhich economic
activities are carried out on behalf of the legatcessor and at which
financial values agreed in the project are deteedhifgan amount and
structure of the equity of the liquidated compaameasurement of assets
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and liabilities being taken over) but also theiatisituation in an opening
balance sheet of the later recognised legal suacess

Other member states understand the issue of tleeadacquisition
differently and tie this date with the date of #wry of a merger in the
Register of Companies. This date, i.e. when thasaetion becomes
effective, is considered the date of acquisitiom. thy opinion, one
principal problem is associated with this modelntlerstanding the date
of acquisition, since a merger process is very dmaed in terms of
agreeing the values to be stated in the projedtilsis process of agreeing
must in reality take place before an entry in thprapriate public register
is made. As a result, several months must elapseeba the date of
obtaining real and corresponding financial infonoratand the entry in
the Register of Companies. This financial informaftinaturally, is not
valid as at the date of entry in the Register oimPanies since the
participating companies could not have interruptieir business
activities. As a result, the originally agreed fical values are different
as at the date of the entry in the Register of Congs and the date of
becoming effective. A problem then arises as totwbado with the
differences resulting from the passage of timesTWiiuation has been
experienced by Czech accounting already before,200@n the so called
allowance for acquired assets existed (as partoofaurrent assets or
their long-term adjustment) to express these diffees. The economic
interpretation of this allowance was rather questie. It could have
included the following:

» The difference of measurement between book andvédires of
individual assets and liabilities;

= Goodwill or badwill or profit from a fortunate purase;

= In fact, even a profit or loss for the period frdine preparation of
the proposal of a merger project until the dateegfstration of the
approved project when the merger becomes effective.

The allowance’s 15 year straight-line depreciatiesulted in long-
term influence on the profit or loss of a legalsegsor.

As a result, the model of the date of acquisitisragthe date when all
current financial information is available and whigrecedes the date of
an entry in the Register of Companies and thus thisdegal effect of a
merger, expresses the actual course of a mergarbetter and more
credible way (though it is done retrospectivelynirthe point of view of
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an entry in the Register of Companies). In paréicuit prevents the
financial profit or loss of the participating conmpas for the period from
the project preparation until the date of an enftrythe Register of
Companies ending up in some sort of allowance ¢oattquired business
and then being depreciated again in the profibes.| The significance of
the concept with the preceding date of acquisit®ononsiderable since,
otherwise, an allowance to acquired assets is rmbhtee. significant in
terms of value from the point of view of financialanagement and
decision-making). As a result, | am of the opinitrgt the variation with
the identical date of acquisition and the date rifyein the Register of
Companies leads to the misstatement of the finhsitigation of a legal
successor reported in financial statements botht #se date of an entry
of a merger in the Register of Companies and sulesely, for the period
of several years (e.g. 15 years).

In association with this outlook on the date ofasigion, the problem
of the so called special purpose financial reposisally also comes into
consideration. Under the Act regulating Transfoioret of Business
Companies and Cooperatives, special purpose fialmneports are
financial statements prepared by the participatimgpanies as at the date
which precedes the date of acquisition (see Secflthe Czech Act
regulating Transformations of Business Companies @ooperatives).
The purpose of these financial statements is bothrovide summary
and, at least by detailed review, verified inforibat on the assets,
liabilities and business substance of the particigacompanies and to
represent a basis for the consolidation of thetaskabilities and equity
in the opening balance sheet of the legal succeSdwse financial
statements serve as a tool for documenting theidiviof the handed over
power and responsibility for all items of net asseanded over from a
liquidated company to a legal successor and alsarfamount of equity
handed over from a liquidated company and mergekl the equity of a
legal successor (which is particularly importamicsi it creates a basis for
the controlling and power structure of a legal gssor).

The significance of special purpose financial rép@s a bearer of
real, adequate information based on which a coorefipg agreement
will exist in the project as at the date of acdiosi is thus considerable.
As a result, special purpose financial reportsdlatdy before the date of
an entry in the Register of Companies are queditiensgince they can be
hardly credibly prepared as a basis for a take ageat the date of the
entry in the Register of Companies should a rda taver of assets and
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power precede the entry of a merger in the Regstg€Companies. In
order for a lack of evidence of accounting inforimatto be prevented
and thus also any potential manipulation withpedal purpose financial
reports should be prepared as at the date prectddbrapte of acquisition.
As to the quality, they should be of the naturemlfinary or extraordinary
financial statements (in the spirit of the Czecltdunting Act).

Another problem of special purpose financial repartight be the
issue of asset and liability re-measurement. Thissupposed to be
effected within special purpose financial reports an entry in the
consolidation for an opening balance sheet or avithin an opening
balance sheet in the process of consolidation. \Witfard to the actual
substance of both domestic and cross-border mergiiish involves a
general purchase contract, a re-measurement shmmildffected only
within the consolidation of an opening balance shiespecial purpose
financial reports are perceived as being a spggm#épared entry in the
consolidation for an opening balance sheet, thenngw measurement
could be included already in these special purposencial reports.
However, a problem may arise in special purposanfiral reports since
they may include deferred tax, assumed goodwillaodifference of
measurement to the acquired assets. | would peefeariation within
which re-measurement and related deferred tax awmen emore
recognition of the “difference of the receptionabusiness”be part of
an opening balance sheet of the legal successpr onl

In the case of cross-border mergers where a foteggl successor is
concerned, some national legislations do not reqthiat an opening
balance sheet be prepared. This means, in prindipé a foreign legal
successor does not consolidate the financial sttem of the
participating companies, and the merger is effeb@sed on accounting
transactions which are analogical to the transaatioa contribution of a
business. Often, this may be associated with tlee tfeat the foreign
participating company does not even prepare spgcighose financial
reports. This, probably, is a matter of habit aeliance on the sufficient
reliability of accounting information. In other was, less pressure is put
on the provability of transferred and received tsskabilities and the

! In this material, the term “difference of the rptien of a business* is used as a
general term for various types of consolidatiorfedénces, goodwills, differences of
valuation to acquired assets (business), i.e. méhe sense stipulated in Regulation
No. 500/2002 Coll., as amended, Sec. 14(a) “diffeecof the transformation of a
business”.
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shares of shareholders of a liquidated companynynopinion, joining
companies by way of mergers, particularly crossieomergers, on the
basis of consolidation of financial statements putgech pressure on the
process of securing a true and fair view in acaocdawith verified and
provable accounting information. This fact is, ity wpinion, significant
in relation to the transfer of powers and respalisés from a liquidated
company to the legal successor.

Conclusion

It is noticeable that both the legal and accountiogceptual differences
may exist quite often in spite of the unificatiomgesses taking place via
the transposition of EU directives into nationallalrhe most common

differences can be summarised as follows:

1. If there is a re-measurement or no re-measuremairigd mergers,
and where re-measurement is required, the mann&s wdflection in
the accounting records in accordance with natiorggulations,
modification of a general accounting method usedifpurchase;

2. The date of acquisition (balance sheet date) valsudate of coming
into force by means of an entry in the prescrilegister;

3. The existence or non-existence of a duty to preppeeial purpose
financial reports whose consolidation is used ttemheine values in
the opening balance sheet of the legal successarmérger of the
businesses of the participating companies;

4. The determination of an opening balance sheet bgalmating the
special purpose financial reports of the particigatompanies, but —
technically — by means of accounting entries byclithe successor
takes over the business of a liquidated companyitndssets and
liabilities, i.e. a de facto accounting procedwseauaed for booking the
capital contributions of a business.

From a formally legal point of view, these discregias represent
obstacles in implementing cross-border mergersmin opinion, we
should take into consideration a solution basedhendirection implied
already in the 1980’'s by International Accountintparilards, i.e. to
understand both domestic and cross-border mergsrsbusiness
combinations and to build both commercial law andoanting law for
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this area on the common concept whose expressiardésfacto general
accounting method used for purchases.
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ABSTRACT

Both the legal and accounting conceptual differendée national

legislations regulating mergers may be quite sigaift in spite of the

unification processes taking place via the transiposof EU directives

into national law. Most often, we find differendesthe following issues:

If there is a re-measurement or no re-measuremantgimergers, and
where re-measurement is required, the manner ofeftection in the

accounting records in accordance with national legguns, usually as a
modification of a general accounting method usedafgurchase; The
date of acquisition (balance sheet date) versusi#te of coming into

force by means of an entry in the prescribed registhe existence or
non-existence of a duty to prepare special purfinaacial reports whose
consolidation is used to determine values in thenopy balance sheet of
the legal successor of a merger of the busineskelseoparticipating

companies; The determination of an opening balasbeet by

consolidating the special purpose financial repartsthe participating

companies, but — technically — by means of accagrgntries by which

the successor takes over the business of a liqddedmpany and its
assets and liabilities, i.e. a de facto accounpngcedure as used for
booking the contribution of a business. From a fdlynlegal point of

view, these discrepancies represent obstacles piementing cross-
border mergers. If we do not take into considerapiotentially inaccurate
terminology arising from the translation of the Eltective regulating

cross-border mergers, there is a solution baseth@mirection implied

already in the 1980’'s by International Accountintparlards, i.e. to
understand both domestic and cross-border mergsrsbusiness

combinations and to build both commercial law andoanting law for

this area on the common concept whose expressiardefacto general
accounting method used for purchases.

Key words: Merger; Cross-border mergers; Date of acquisitidate of
balance sheet; Special purpose financial reporfgenidg
balance sheet; Measurement by merger; Fair valoek B
value; Gains of new measurement; Goodwill; Diffeemf
measurement.
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