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Under the guidance in ASC 805, an entity applies the acquisition method of 
accounting when it acquires a business or a not-for-profit activity.
 
The acquisition method of accounting requires an entity to 
(a) identify the acquirer; (b) determine the acquisition date; 
and (c) recognize and measure the identifiable assets 
acquired, the liabilities assumed, and any noncontrolling 
interest in the acquiree, as well as goodwill or gains arising 
from a bargain purchase. 
 
Grant Thornton’s Viewpoint, Identifying business 
combinations, discusses how to determine whether a 
transaction or event that yields control of net assets to an 
acquiring entity should be accounted for as a business 
combination. The discussion ranges from the definition of a 
“business combination”; what constitutes “control” over an 
acquiree; and how to apply the “screen test” and 
“framework” to determine whether an acquisition comprises a 
business. 
 
 

 
Complete with original examples, insights, and flowcharts 
developed by Grant Thornton professionals, our Viewpoint 
also includes examples and guidance cited directly from the 
FASB’s Accounting Standards Codification. 
 
Source: Grant Thornton Viewpoint May 20, 2021 
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We are committed to keeping you up to date of all developments that may affect the 
way you do business in Puerto Rico. Please contact us for further assistance in relation 
to this or any other matter. 
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DISCLAIMER:  This update and its content do not constitute advice.  Clients should not act solely on the basis of the 
material contained in this publication. It is intended for information purposes only and should not be regarded as 
specific advice.  In addition, advice from proper consultant should be obtained prior to taking action on any issue 
dealt with this update. Information provided in this publication may change in the future and such change may be 
applied retroactively. Kevane Grant Thornton LLP does not assume the responsibility to update this communication if 
the applicable laws change. 
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