


SECTION A	(Answer both questions)

QUESTION ONE

The draft accounts of the South group and Wales Plc for 31 December 2015 are summarised below.

	
	South
	Wales

	
	£
	£

	
	
	

	Non-Current Assets
	
	

	Land & Buildings
	139,000
	210,000

	Investment in Wales Plc
	50,000
	

	
	189,000
	210,000

	Current assets
	
	

	Stock
	125,000
	190,000

	Debtors
	102,000
	60,000

	Total Assets
	366,000
	460,000

	
	
	

	Equity & Reserves
	
	

	Ordinary Shares 
	135000
	50000

	Profit and loss account
	146,000
	90000

	
	257000
	140000

	Creditors: amounts falling due within more than 1 year
	
	

	Long Term loan
	167,000
	149,000

	
	
	

	Creditors: amounts falling due within 1 year
	
	

	Creditors 
	95,000
	20,000

	Bank overdraft
	14,000
	10,000

	
	366,000
	460,000



The following information is relevant.

i) South Plc acquired 12,500 of the ordinary shares of Wales Plc on January 1st, 2014, paying £50,000. The profit and loss account of Wales at that date stood at £30,000. 

ii) At the date of acquisition of Wales owned a recently built property that was carried at its (depreciated) construction cost of £ 100,000. The fair value of this property at the date of acquisition was 120,000 and it had an estimated remaining life of 5 years.

For many years Wales has been selling some of its products under the brand name of ‘SW’.  At the date of acquisition, the directors South valued this brand at £12,000 with a remaining life of 3 years. The brand is not included in Wales’s balance sheet.
The fair values of all other identifiable assets and liabilities of Wales were equal to their carrying values at the date of acquisition. 
iii) [bookmark: _Hlk14117409]The stock of Wales on 31 December 2015 includes goods supplied by South for £70,000 (at selling price from South).  South adds a mark-up of 20% on cost when selling goods to Wales.  There are no related intra-group debtors or creditors on 31 December 2015.
iv) Goodwill on consolidation is amortised over a period of 5 years. 
v) None of the companies have paid any dividends for many years.
vi) On 31st December 2015 Wales remitted to South a cash payment of £15,000.  This was not received by Wales until early January 2016.


Required:
Prepare a consolidated balance sheet of the Pepper group as at 31December 2015. 
											     		
Show all workings. 
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QUESTION TWO

The following list of balances was extracted from the books of Bulb Ltd on 31 December 2020.


	
	£

	Sales
	190,000

	Cost of sales
	43,000

	Administrative expenses
	39,000

	Loan interest paid
	850

	Freehold premises at cost (land £15,000)
	150,000

	Plant & equipment at cost
	18,500

	Accumulated depreciation on plant & equipment to 31.12.19
	4,000

	Stock
	20,000

	Debtors
	50,000

	Accruals
	5,330

	Cash at Bank
	850

	Cash in hand
	75

	Ordinary share capital (50p each)
	20,000

	Profit and loss account at 31.12.19
	9,648

	Deferred Tax Liability
	950

	2% Bank Loan
	45,000

	Trade creditors
	2,555

	5.05% redeemable bonds
	16,770

	Interest paid on bonds
	998

	Provision for environmental costs
	33,666



The following adjustments are to be made:

a) The company issued the 5.05% bonds with a nominal value of £15,000 at par on 1.1.18.  Redemption is at a premium of £1,000 in 5 years’ time and the effective rate of interest is 9%.

The figure in the trial balance represents the creditor carried forward from 2019.

b) b)	Bulb Ltd has effectively damaged the environment surrounding its plants in its workouts.  This is due to toxic chemicals from the manufacturing cycle in the surrounding land.  After a state assessment in December 2019, it was proved that Bulb Ltd is liable for rectifying the damage it incurred. Bulb has evaluated that this will be at the cost of £35,000.  This charge, nevertheless, will not be due to be paid until 31st December 2025.  Due to the existing rules acting in the country, there is no legal condition for the Bulb to incur these expenses.  However, it expects to be seen as an environmentally agreeable business and has an established standing for repairing environmental damage due to its space workouts. Depreciation is to be provided in the accounts for the year at the following rates:
-	Buildings		2% straight line

-	Plant & Equipment	20% straight line

c) Business tax based upon the annual earnings amounting to £10,260 is to be provided for.

d) The deferred tax penalty is to be raised to £4,350


Requirement
 
i. Prepare the profit and loss account of Bulb Ltd for the year ended 31 December 2020 and the balance sheet at that date. N.B.  Use a discount rate of 3% where necessary.

ii. Calculate the earnings per share for 2020.
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