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MA – FR Answers

Chapter 12 Complex Groups

Answer 1
W1 Group structure


[image: image1]
	
	S
	T
	

	Group interest
	75%
	45%
	(75% × 60%)

	NCI
	25%
	55%
	(40% + 25% × 60%)

	
	100%
	100%
	


W2 Net assets of subsidiaries

	
	S
	T

	
	At acq’n
	At rep date
	At acq’n
	At rep date

	
	$
	$
	$
	$

	Equity capital
	60,000
	60,000
	50,000
	50,000

	Reserves
	10,000
	28,000
	8,000
	25,000

	
	70,000
	88,000
	58,000
	75,000


W3 Goodwill

	
	S
	T
	

	
	$
	$
	

	Cost of investment
	65,000
	41,250
	(55,000 × 75%)

	Fair value of NCI
	20,000
	50,000
	

	
	85,000
	91,250
	

	Fair value of net assets (W2)
	(70,000)
	(58,000)
	

	Goodwill at acquisition
	15,000
	33,250
	

	
	
	
	

	Less: Allocation of impairment
	
	
	

	Group share (75% : 45%)
	(11,250)
	(14,962)
	

	NCI share (25% : 55%)
	(3,750)
	(18,288)
	

	
	(15,000)
	(33,250)
	


W4 Group retained earnings

	
	H
	S
	T

	
	$
	$
	$

	Per question
	45,000
	28,000
	25,000

	Less: Pre-acq. retained earnings
	
	(10,000)
	(8,000)

	
	
	18,000
	17,000

	Less: Goodwill impairment

(11,250 + 14,962) (W3)
	(26,212)
	
	

	Share of post-acq. retained earnings
	
	
	

	- S (75% × 18,000)
	13,500
	
	

	- T (45% × 17,000)
	7,650
	
	

	
	39,938
	
	


W5 Non-controlling interest

	
	S
	T
	Total

	
	$
	$
	$

	NCI FV at acquisition
	20,000
	50,000
	

	NCI share of post-acq. retained earnings (25% × 18,000) / (55% × 17,000)
	4,500
	9,350
	

	Less: NCI share of cost of investment in T (25% × 55,000)
	(13,750)
	-
	

	
	10,750
	59,350
	

	Less: NCI share of goodwill impairment (W3)
	(3,750)
	(18,288)
	

	
	7,000
	41,062
	48,062


Consolidated statement of financial position as at 31 December 2012

	
	
	$

	Sundry assets (280,000 + 133,000 + 100,000)
	
	513,000

	Total assets
	
	513,000

	Equity and liabilities
	
	

	Equity capital
	
	100,000

	Retained earnings (W4)
	
	39,938

	
	
	139,938

	Non-controlling interest (W5)
	
	48,062

	Total equity
	
	188,000

	Liabilities (200,000 + 100,000 + 25,000)
	
	325,000

	Total equity and liabilities
	
	513,000


Answer 2
W1 Group structure
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	M
	K
	

	Group interest
	90%
	72%
	(90% × 80%)

	NCI
	10%
	28%
	(10% × 80% + 20%)

	
	100%
	100%
	


W2 Unrealised profit in inventory

K sold to M
= $75,000 × 25/125 = $15,000

	
	Dr. ($)
	Cr. ($)

	Group income statement (15,000 × 72%)
	10,800
	

	NCI
	4,200
	

	Group inventory
	
	15,000


M sold to E

= 60,000 × 33 1/3 ÷ 133 1/3 = $15,000

	
	Dr. ($)
	Cr. ($)

	Group income statement (15,000 × 90%)
	13,500
	

	NCI
	1,500
	

	Group inventory
	
	15,000


W3 Inter-company transfer of non-current assets

Unrealised profit in sale of warehouse equipment

= (240,000 – 200,000) = $40,000

	
	Dr. ($)
	Cr. ($)

	Group income statement
	40,000
	

	Group non-current assets
	
	40,000


Excessive depreciation

	
	$

	Depreciation charged on M ($240,000 × 20%)
	48,000

	Depreciation charged on original cost ($200,000 × 20%)
	40,000

	Excessive depreciation
	8,000


	
	Dr. ($)
	Cr. ($)

	Group accumulated depreciation
	8,000
	

	Group reserves (8,000 × 90%)
	
	7,200

	NCI
	
	800


W4 Net assets

	
	M
	K

	
	At acq. date
	At acq. date

	
	$000
	$000

	Equity capital
	3,000
	2,000

	Reserves
	1,425
	950

	
	4,425
	2,950


W5 Goodwill

	
	M
	K

	
	$000
	$000

	Cost of investment (K – 90% × 3,800)
	6,650
	3,420

	FV of NCI (10% × 4,425 (W4)) / (28% × 2,950 (W4))
	442
	826

	
	7,092
	4,246

	FV of net assets at acquisition (W4)
	(4,425)
	(2,950)

	Goodwill
	2,667
	1,296

	Impairment – previous years (100% / 60%)
	(2,667)
	(778)

	
	-
	518

	Impairment – current year (50% × 518) (I/S)
	-
	(259)

	Goodwill balance
	-
	259


W6 Consolidated reserves
	
	E
	M
	K

	
	$000
	$000
	$000

	Per question
	22,638
	24,075
	19,898

	Less: Pre-acq. reserves
	
	(1,425)
	(950)

	
	
	22,650
	18,948

	Less: Unrealised profit in inventory (W2)
	
	(15)
	(15)

	Add: Excessive depreciation (W3)
	
	8
	

	
	
	22,643
	18,933

	Less: Unrealised profit in sale of equipment (W3)
	(40)
	
	

	Less: Goodwill impairment

(2,667 + 778 + 259) (W4)
	(3,704)
	
	

	Share of post-acq. reserves
	
	
	

	- M (22,643 × 90%)
	20,378
	
	

	- K (18,933 × 72%)
	13,632
	
	

	
	52,904
	
	


W7 Non-controlling interest

	
	M
	K
	Total

	
	$000
	$000
	

	NCI FV at acquisition

(10% × 4,425) (W4) / (28% × 2,950)
	442.5
	826
	

	Share of post-acq. retained earnings

(10% × 22,643) (W6)

(28% × 18,933) (W6)
	2,264.3
	5,301
	

	Less: NCI share of cost of investment in K (10% × 3,800)
	(380)
	
	

	
	2,327
	6,127
	8,454


Consolidated statement of comprehensive income for the year ended 31 December 2012
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$000 $000 $000 $000 $000

Revenue 45,600         24,700         22,800         (980)         92,120     

Cost of sales (18,050)       (5,463)         (5,320)         910          (27,923)    

27,550         19,237         17,480         (70)           64,197     

Adjustments:

Unrealised profit in inventory (W2) (15)               (15)               -           

Unrealised profit in equipment (W3) (40)               -           

Excess depreciation adj. (W3) 8                  8               

Gross profit 64,205     

Distribution costs (3,325)         (2,137)         (1,900)         (7,362)      

Administrative expenses (3,475)         (950)            (1,900)         (6,325)      

Goodwill impaired (W5) (259)         

50,259     

Finance costs (325)            (325)         

Profit before tax 49,934     

Tax (8,300)         (5,390)         (4,241)         (17,931)    

Profit for the period 10,753         9,424           32,003     

Other comprehensive income for the year

Revaluation surplus (200 + 100) 300           

Total comprehensive income 32,303     

Profit attributable to:

Equity holders of the parent (bal. fig.) 28,289     

NCI (10,753 x 10% + 9,424 x 28%) 3,714       

32,003     

Total comprehensive income attributable to:

Equity holders of the parent (bal. fig.) 28,579     

NCI (3,714 + 100 x 10%) 3,724       

32,303     

Dividends paid and declared for the period 9,500       


Consolidated statement of financial position as at 31 December 2012

[image: image4.emf]Assets $000

Non-current assets (35,483 + 24,273 +13,063 - (40 - 8) (W3) 72,787         

Goodwill (W5) 259              

73,046         

Current assets [1,568 + 9,025 + 8,883 - 30 (W2)] 19,446         

Total assets 92,492         

Equity and liabilities

Equity

Equity shares 8,000           

Reserves (W6) 52,904         

60,904         

Non-controlling interest (W7) 8,454           

69,358         

Sundry liabilities (13,063 + 10,023 + 48) 23,134         

Total equity and liabilities 92,492         


Answer 3
W1 Group structure
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	S
	R
	

	Group interest – direct
	80%
	40%
	(40,000/100,000)

	– Indirect
	
	28%
	(80% × 35%)

	Total
	
	68%
	

	NCI
	20%
	32%
	(25% + 20% × 35%)

	
	100%
	100%
	


W2 Net assets of subsidiaries

	
	S
	R

	
	At acq. date
	At acq. date

	
	$
	$

	Equity capital
	80,000
	100,000

	Retained earnings
	50,000
	60,000

	
	130,000
	160,000


W3 Goodwill

	
	S
	
	R

	
	$
	
	$

	Cost of investment
	120,000
	Direct
	80,000

	
	
	Indirect (80% × 65,000)
	52,000

	FV of NCI at acquisition
	27,000
	
	56,000

	
	147,000
	
	188,000

	Less: FV of NA at acquisition (W2)
	(130,000)
	
	(160,000)

	
	17,000
	
	28,000


W4 Group retained earnings

	
	T
	S
	R

	
	$
	$
	$

	Per question
	150,000
	60,000
	80,000

	Less: Pre-acq. retained earnings
	
	(50,000)
	(60,000)

	
	
	10,000
	20,000

	Share of post-acq. retained earnings
	
	
	

	- S (10,000 × 80%)
	8,000
	
	

	- R (20,000 × 68%)
	13,600
	
	

	
	171,600
	
	


W5 Non-controlling interest

	
	S
	R
	Total

	
	$
	$
	$

	NCI FV at acquisition (W3)
	27,000
	56,000
	

	Share of post-acq. retained earnings

(20% × 10,000) / (32% × 20,000) (W4)
	2,000
	6,400
	

	Less: NCI share of cost of investment in R

(20% × 65,000)
	(13,000)
	-
	

	
	16,000
	62,400
	78,400


Consolidated statement of financial position as at 31 December 2012

	
	
	$

	Goodwill (17,000 + 28,000) (W3)
	
	45,000

	Non-current assets (140,000 + 61,000 + 170,000)
	
	371,000

	Current assets (20,000 + 20,000 + 15,000)
	
	55,000

	Total assets
	
	471,000

	Equity and liabilities
	
	

	Equity capital
	
	200,000

	Retained earnings (W4)
	
	171,600

	
	
	371,600

	Non-controlling interest (W5)
	
	78,400

	
	
	450,000

	Liabilities (10,000 + 6,000 + 5,000)
	
	21,000

	Total equity and liabilities
	
	471,000
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