FAIR VALUE ADJUSTMENTS

Below are the summarised balance sheets for two companies as at 31 March 2015:

PAUL SMITH
£million £million  E£million  £million

Fixed assets

Tangible 520 280
Investments — in Smith 268 -
- in other 77 _40
865 320
Current assets
Stock 142 160
Debtors 95 88
Cash at bank _ 8 22
_245 _270
Creditors: amounts falling due within 1 year (200) (165)
Net current assets 45 105
Creditors: amounts falling due within more than 1 year
10% loan notes 180 (20)
Net assets 730 405
Capital and reserves
Equity shares of £1 each ' 500 145
Share premium 100 nil
Profit and loss account 130 230 260 260
730 405

i) On 1 July 2014 Paul acquired 87 million shares in Smith for an immediate cash payment
of £268 million. Smith’s profit and loss account reserve at 1%t April 2014 was £120

million.

i) At the date of acquisition of Smith owned a recently built property that was carried at its
(depreciated) construction cost of £62 million. The fair value of this property at the date
of acquisition was £92 million and it had an estimated remaining life of 15 years.

For many years Smith has been selling some of its products under the brand name of
‘PS’. At the date of acquisition the directors of Paul valued this brand at £20 million with
a remaining life of 5 years. The brand is not included in Smith’s balance sheet.

The fair values of all other identifiable assets and liabilities of Smith were equal to their
carrying values at the date of acquisition.

i) The stock of Smith at 31 March 2015 includes goods supplied by Paul for £64 million (at
selling price from Paul). Paul adds a mark-up of 20% on cost when selling goods to

Smith.



iv) The goodwill of Smith has an estimated life of four years, calculated monthly in the year
of acquisition

v) On 31 March 2015 Smith remitted to Paul a cash payment of £12 million. This was not
received by Smith until early April 2015.
Required

Prepare a consolidated balance sheet of the Paul group as at 31 March 2015.



G(aou/) S<reucture €

8w~ 6o
14 S e
@NL—( Assces oF Sruwet (o
'“-"?“'_l‘f 3\"3‘(3\
kT Acaw AT S DATT
h— —
Shae C’a«?((-zu_/t (45 4
Pe  Aecoui
)A,_L ['“Z'l'—fL(‘ |\ 2o
Yol for gme«m(_g/t?*l‘fo) <
N B=% - 15 LD

Fawe VAce Apss:
raﬁzﬁ,hgai- Su RO ?T._.
— leS
(«Lfﬁfxewg) e

e Brovdd — suplug 2 o o
— add~' cmont™ _
(_QJO)\'/TK %t> — (?J)




FrofC OnJ

@ Un/ rzenc(sed

sToc A (P — S)

.——-—-"_______—_-_2

UMNP = S4u % 2% 2o

[U

D @)J‘—K & (c (3/\/0\.;(,)
Cor Stedc Lé/g)

(T~
C/\ Tve — Co Dm'tu(-?.__

(OAISO CDATO Ltcepuces

_____________.J

L Guoowice

CC')E\\ (‘,6 ]/\\/Q__?,W
[« -

o ot oy
Goeclewl

(o © Avontisel Lo decte
(S &~ )‘l/fﬂf-*q/vt>

€ 2

T en
- A

O

268

(2(0)

—

S
(109

43 f




? ch ottt [V\/‘( NTEST

e
- N
= 4o X HSB S o~ = fg(@‘fL
ﬁ Con socpated Tr< Al (&
&
YAuc [TO
Sngﬁva B 62
s ~ :
eoi?x @GOm%ggf"%
lew ~  UnP S~ skecde (‘3()
s - gmeéw-z( aornsAised o Aecle Qoe_cg>
S hop  of add=C Lo A~ (20 F
o écfox{@ 5 + gpj{q{’ I (%)

[FO -4~

———
T T



Con Sol PATE » Chcavcs SHEET

Trteegitle Feel  Asseks: goveleos

o2 M(’&o—tﬁ) A
Tam.j/igé Fi ke %9045( 204+ RE3D + 320 — f§

Tnvesmes (33 + 4@)

CU/E/ZGW_( Agsecs;
Stockk (142 +160 .—c\)
Deltos (As + &3 ~\"()
Carhh ok~ Rode (8 + 27 -o-\’&)

Creotcors < Tenrz(2Zoo+lts )
Nek Cowed- [dEseks

Ceeottors > [venarc

(090 (oco~ noles (LS@ #2"9

S hare u."cvf
Sha e TR ua (U

Fruﬁ\L 4+ lo'ss CL/'CONA’

HZA,@-»\;-,-\O ‘i/\{—-‘iro-a/\f_

A  =(-3-(S

gh—\ ét—\_,

2%

@,e {)

Soo- o
LoO -
120~ fo

11a-q

| SO

9506




