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FASB Amends Guidance on
Determining the Accounting Acquirer
in the Acquisition of a Variable
Interest Entity

Overview

On May 12, 2025, the FASB issued ASU 2025-03," which revises the guidance in ASC 8052 on

identifying the accounting acquirer in a business combination in which the legal acquiree is a
variable interest entity (VIE). The ASU is intended to improve comparability between business
combinations that involve VIEs and those that do not.?

Background

The guidance in ASC 805-10-25-5 before the adoption of ASU 2025-03 states that in a
business combination in which a VIE is acquired, the primary beneficiary of the legal acquiree
is always the accounting acquirer. Conversely, for business combinations in which the
acquired entity is determined not to be a VIE and it is not clear which of the combining entities
is the acquirer after application of the voting interest entity (VOE) model, a reporting entity is

T FASB Accounting Standards Update (ASU) No. 2025-03, Determining the Accounting Acquirer in the Acquisition of a Variable Interest
Entity.

2 FASB Accounting Standards Codification (ASC) Topic 805, Business Combinations.

3 Paragraph BC24 of ASU 2025-03 states, “On the basis of the EITF's discussions and comment letter feedback received on the
proposed Update, the Board concluded that the amendments in this Update will enhance the comparability of financial statements
across entities engaging in acquisition transactions effected primarily by exchanging equity interests when the legal acquiree meets
the definition of a business. Specifically, under the amendments, acquisition transactions in which the legal acquiree is a VIE will, in
more instances, result in the same accounting outcomes as economically similar transactions in which the legal acquiree is a voting
interest entity. This aligns with the discussion of comparability in FASB Concepts Statement No. 8, Conceptual Framework for Financial
Reporting, Chapter 3, Qualitative Characteristics of Useful Financial Information, which states that for information to be comparable,
like things must look alike and different things must look different’ (paragraph QC23). In addition, the Board notes that by improving
comparability, investors will receive more decision-useful information.”


https://fasb.org/Page/Document?pdf=ASU%202025-03.pdf&title=Accounting%20Standards%20Update%20No.%202025-03%20Business%20Combinations%20(Topic%20805)%20and%20Consolidation%20(Topic%20810):%20Determining%20the%20Accounting%20Acquirer%20in%20the%20Acquisition%20of%20a%20Variable%20Interest%20Entity

required to consider the factors in ASC 805-10-55-11 through 55-15 when determining which
legal entity is the accounting acquirer. As a result, if an acquisition transaction is effected
primarily by exchanging equity interests, a reporting entity may reach different conclusions
related to determining the accounting acquirer in a business combination involving a legal
acquiree that is a VIE than it would if the legal acquiree were a VOE. That is, having considered
the factors in ASC 805-10-55-12 through 55-15, the reporting entity might not identify the
primary beneficiary of the legal acquiree that is a VIE as the accounting acquirer of the
combining entities.

The identification of the accounting acquirer establishes which entity in the business
combination will have its assets and liabilities remeasured in accordance with ASC 805-20
(generally at fair value) and creates a new basis of accounting. Accordingly, the comparability
of similar transactions under existing GAAP can be greatly affected by the structure of the legal
acquiree and whether such entity qualifies as a VIE or a VOE.

Main Provisions of ASU 2025-03

Under ASU 2025-03, a reporting entity involved in a business combination effected primarily
by the exchange of equity interests must consider the factors in ASC 805-10-55-12 through
55-15 to determine which entity is the accounting acquirer regardless of whether the legal
acquiree is a VIE. More specifically, when considering those factors, the reporting entity

can determine that a transaction in which the legal acquiree is a VIE represents a reverse
acquisition (in which the legal acquirer is identified as the acquiree for accounting purposes).
As a result, comparability is increased with business combinations in which the legal acquiree
is a VOE. For a further discussion of the factors in ASC 805-10-55-12 through 55-15, see
Section 3.1 of Deloitte’s Roadmap Business Combinations.

Effective Date and Transition

Effective Date

ASU 2025-03 is effective for fiscal years beginning after December 15, 2026, including interim
periods within those fiscal years. Early adoption is permitted.

Transition

The amendments in ASU 2025-03 must be applied prospectively to any business combination
that occurs after the initial adoption date.
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Dbriefs for Financial Executives

We invite you to participate in Dbriefs, Deloitte’s live webcasts that give you valuable insights into important
developments affecting your business. Topics covered in the Dbriefs for Financial Executives series include
financial reporting, tax accounting, business strategy, governance, and risk. Dbriefs also provide a convenient
and flexible way to earn CPE credit — right at your desk.

Subscriptions

To subscribe to Dbriefs, or to receive accounting publications issued by Deloitte's Accounting and Reporting
Services Department, please visit My.Deloitte.com.

The Deloitte Accounting Research Tool

The Deloitte Accounting Research Tool (DART) is a comprehensive online library of accounting and financial
disclosure literature. It contains material from the FASB, EITF, AICPA, PCAOB, and SEC, in addition to Deloitte’s
own accounting manuals and other interpretive guidance and publications.

Updated every business day, DART has an intuitive design and powerful search features that enable users to
quickly locate information anytime, from any device and any browser. Users can also work seamlessly between
their desktop and mobile device by downloading the DART by Deloitte mobile app from the App Store or
Google Play. While much of the content on DART is available at no cost, subscribers have access to premium
content, such as Deloitte’s FASB Accounting Standards Codification Manual. DART subscribers and others can also
subscribe to Weekly Accounting Roundup, which provides links to recent news articles, publications, and other
additions to DART. For more information, or to sign up for a free 30-day trial of premium DART content, visit
dart.deloitte.com.

Download the
DART by Deloitte Mobile App

2 Download on the [clagige]]
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Heads Up is prepared by members of Deloitte’s National Office as developments warrant. This publication
contains general information only and Deloitte is not, by means of this publication, rendering accounting,
business, financial, investment, legal, tax, or other professional advice or services. This publication is not a
substitute for such professional advice or services, nor should it be used as a basis for any decision or action
that may affect your business. Before making any decision or taking any action that may affect your business,
you should consult a qualified professional advisor. Deloitte shall not be responsible for any loss sustained by
any person who relies on this publication.

The services described herein are illustrative in nature and are intended to demonstrate our experience
and capabilities in these areas; however, due to independence restrictions that may apply to audit clients
(including affiliates) of Deloitte & Touche LLP, we may be unable to provide certain services based on
individual facts and circumstances.

About Deloitte

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by
guarantee ("DTTL"), its network of member firms, and their related entities. DTTL and each of its member firms
are legally separate and independent entities. DTTL (also referred to as “Deloitte Global”) does not provide
services to clients. In the United States, Deloitte refers to one or more of the US member firms of DTTL, their
related entities that operate using the “Deloitte” name in the United States and their respective affiliates.
Certain services may not be available to attest clients under the rules and regulations of public accounting.
Please see www.deloitte.com/us/about to learn more about our global network of member firms.
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