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THE ISSUES OF IMPROVEMENT OF CONSOLIDATED
FINANCIAL STATEMENTS: GEORGIAN EVIDENCE
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ABSTRACT

Business Combinations represent one of the big-
gest units of Georgian economy. And the consolr-
dated financial statements prepared and presented
by them are the main basis for investors when they
make their decisions on investing in the company.
Therefore, it is rather important that the financral
accounting principles applied by the company and
prepared and presented consolidated financial
statements based on that principles are reliable
and reflect a company’s ffnancial position, its per-
formance, cash flows and changes in capirtal fairly.
In that case, the economic decisions made by the
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nvestors will be correct and this will increase their
trust towards the company.

The analysis of information presented in the
consolidated financial statements of some Georgian
holding companies regarding the acquisitions made
by them is provided in the Paper. The assessment
criteria are the requirements of I[FRS 3 Business
Combinations regarding business combinations ac-
counting and the requirements of IFRS 10 Consol-
Idated Financial Statements concerning the consol-
Idated financial statements prepared and presented
by holding companies.

The conducted analysis has revealed some prob-
lems which are common to all considered Geor-
gran companies and their solution will improve the
accounting of business combinations by Georgian
holding companies and preparation and presenta-
tion of consolidated financral statements as well.
70 achieve this goal the preparers of financial state-

ments should:
® describe main motives of business
combination in more detail in the

consolidated financral statements, as this
will provide more transparency for investors
and other interested parties;,
® /nclude intangible assets that cannot be
recognized separately from goodwill in
the qualitative factors causing goodwill
along with synergy effect expected from
combination,
® Jdevelop the identification procedures of
ntangrble assets acquired in business
combinations  and  recognize  them
(separately from goodwill) according to
IFRS 3 and IAS 38;
® Jdescribe the calculation techniques of
recoverable amount of cash generating units
used in goodwill impairment test, as well as
assumptions and assessments applied in
these procedures;
® describe the fair value evaluation method
of assets acquired and liabilities assumed in
business combination.
The gained results strengthen the assertions of
practitioners and scientists regarding the ditfficulties
of rdentification and evaluation of intangible assets
acquired in business combinations and the impor-

tance of this issue.

The results confirm our assumptions that con-
solidated financral statements prepared and pre-
sented by Georgian business combinations reliably
reflect therr financral state, performance, cash flow
and changes in capital and corresponds to Interna-
tional Financral Reporting Standards. However;, the
results have also shown that there are some issues
(recognizing and evaluations of intangible assets
acquired,; the transparency of goodwill impairment
test) which business combinations have to consider
In therr financial accounting and include in consolr-
dated financial statements.

Keywords: enterprises union;, Consolidated finan-
cial statements; IFRS 3, Price 10; Purchase
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