Question 1
Non-Controlling Interest (NCI)
Is an ownership position where a corporate shareholder owns less than 50 percent of outstanding shares and can only influence management decisions instead of controlling them.
It is the ownership interest in a subsidiary company, which is owned by outside investors and not the parent company. Generally, a minority interest in a subsidiary company is less than 50% of the total number of shares outstanding. Non-controlling interest (NCI) is also known as Minority Interest.
 In a nutshell, Non-Controlling Interest represents an ownership stake in the equity of a subsidiary company, which is not controlled by the parent company.
Question 2
Why investors buy less than 100% of investee shares
An investor is out to make profit. They invest in the stocks of other companies by buying stocks normally shares in those companies. However, an investor will not acquire 100% of stock of the investee because of the risk of losing it all. Companies go down sending stock price plummeting. In such a case when investors sell, they will lose on their initial investment.
It takes a lot of time to research on companies you want to invest in to determine how profitable the investment will yield. This could be a lot of work as some companies’ information might not be available.
Stock prices rise and fall second by second, a situation normally referred to as the emotional roller coaster. The price might fall never to rise again. This would mean losses to the investor.
Stockholders are paid last in case of company bankruptcy. This would mean an investor who invested in 100% of investee stock is at a higher chance of losing all.
Question 3
Firms fair value determination using Partial Method	
Partial acquisitions are defined as any transaction within the initial search criteria whereby less than 100% interest in the target entity was sought.
Fair value refers to an assets’ sale price agreed upon by a willing buyer and seller, assuming both parties are knowledgeable and the transaction freely.
[bookmark: _GoBack]In accounting, fair value represents the estimated worth of various assets and liabilities that must be listed on a company’s books. The below example shows the steps used in determining total fair value in partial acquisition;
Company A acquired 75% shareholding in Company B for $20 million. Book value of net identifiable assets of Company B is $14 million. The fair value of Company B's asset is the same as their book value except accounts receivables, which are impaired by $1 million. Book value of assets is $54 million while book value of liabilities is $40 million.
The purchase consideration is the cash paid to acquire 75% ownership and it equals $20 million.
Fair value of net identifiable assets is $13 million ($54 million book value minus $1 million on account if impairment in accounts receivable minus liabilities of $40 million). The acquirer's share of the net identifiable assets equals 75% of $13 million, which equals $9.75 million. Goodwill is hence $20 million minus $9.75, which equals $10.25 million.
Company A will pass the following journal entry to record the business combination.
	Goodwill
	$10.25 M
	

	Assets
	$53 M
	

	Liabilities
	
	$40 M

	Cash
	
	$20 M

	Non-Controlling Interest
	
	$3.25 M


Non-controlling interest is calculated as 25% of fair value of net identifiable assets. It equals $3.25 ($13 million multiplied by 0.25). It can also be arrived at the balancing figure: (goodwill under full goodwill method + assets acquired − liabilities assumed − cash paid).
Question 4
Premium-why it is paid
When a stock is issued at a higher price than its par value, a premium is said to have occurred. It is therefore the difference between the lower par value and the issuing price of a stock. It shows the amount of money investors are willing to pay over the par value of the stock.
Premium normally arises when the stock have a par value and which is normally set at the minimum. Otherwise, if the stocks have no par value, then premium on stock will not be there.
Question 6
True
Question 7
True
Question 8
True.





