SECTION A

QUESTION 1

a.

On 1 April 2000, Hardy plc acquired 4 million of Sibling plc’s ordinary
shares, paying £4.50 each. At the date of acquisition, the retained profits of

Sibling plc were £8,400,000.

Reproduced below are the draft balance sheets of the two companies as 31

March 2003.
Hardy
£000 £000
Fixed assets _
Land and buildings 22,000
Plant and equipment 20,450
Investment in Sibling plc — equity 18,000
60,450
Current assets
Stocks 10,350
Debtors ' 11,420
Cash and bank 490
22,260
Creditors: amounts falling due within one year
Creditors 5,600
Bank overdraft -
Provision for taxation 2,470
Provision for dividends —ordinary 800
(8.870)
Net current assets 13,390
Creditors: amounts falling due
after more than one year
10% debentures 2006 (12.000)
Net assets 61,840
Share capital and reserves
Ordinary shares of £1 each 10,000
Share premium §
Profit and loss reserve 51,84
61,840

Sibling
£000  £000
12,000
10,220
22.220
6,590
3.830
10,420
3.810
770
1,980
500
(7,060)
3,360
(4,000)
21,580
5,000
2,000
14,580
_21.580

Extracts from the profit and loss account of Sibling plc, before intra-group

adjustments for the year to 31 March 2003 are as follows:

Profit before tax
Taxation

babs/sem2/level2/finrepprac/rd/jmb/juned3

£000
5,400

(1,600)
_3.800



The following information is relevant:

L

11.

111,

Included in the land and buildings of Sibling pic is a large area of
development land at its cost of £5m. Its fair value at the date Sibling
ple was acquired was £7m and, by 31 March 2003, this had risen to
£8.5m. The group valuation policy for development land is that it
should be carried at fair value and not depreciated.

Also at the date of Sibling plc’s acquisition, the plant and equipment
included plant that had a fajr value of £4m in excess of jts carrying
value. This plant had a remaining life of five years. The group
calculates depreciation on a straight-line basis. The fajr value of
Sibling plc’s other net assets approximated their carrying value.

During the year, Sibling plc sold goods to Hardy plc for £1.8m.
Sibling plc adds a 20% mark-up on cost to all its sales. Goods with a
selling price of £450,000 were included in Hardy plc’s stock at 31
March 2003.

The balance on the current accounts of the parent and subsidiary was

Iv.
" £240,000 on 31 March 2003.
V. Hardy plc had not accounted for any dividends receivable from Sibling
plc.
Vi. Consolidated goodwill is written off on a straight-line basis over a five
year life.
Required

Prepare the consolidated balance sheet of Hardy plc at 31 March 2003. Show
all workings. Work to the nearest £. '

(45 marks)



3
o

T ™

£

5\‘ - b ""‘; s

7. “¥

<

W e | o
ooy |
bR ¥ s
L A o .w,mna \.;u. 7Y
GO . 2 O Pt
; .../m 1, = L2 . i
<|,; e w_“ = b mr.,* yfs n...M
s ;
— o
i LY AT

-~ & b g o .

._.t.

A
Iay

SR

B S T S e T M f“*\__,.-"—\,.,_z-'\__,--"“k.,,w*\_,.:"-

I

x

et

e
pt

X

%

i ﬁ-ﬂ: vy
S s W

-
P

Wl

>

A0
{oN

PN

.fu.l.lv .\li.u.. 3 ﬂ.-r..< 1)
' PR Ei
- . [ |
% U wm s
o p
g
3 ;
g m
> .ﬂ,v
= 3
T ] L

(T
[

LY

R VA
A
9 \

Yo = J e
1 3 m. <3
Ry 3 . S -
B A4 g P
S .m; > e « _ m

Py i by ! & ,n‘i; 4

3 3

oo - i 2 accg :v
o ! 3 [ >
£ N o > .w L

= AU ¢ M.ﬁ d
O < ) R
S . L_m ; ﬁ.ﬂ\ - i



e,

iy - Q'@
i

5 4
¥ e
- . -

e

2 5
Hnr @

CooOT
¥ i i
o St

.
e

e e

|
|
|
|




- . ] 9
4 o 5 “x.‘ N
!u.w...ﬂ.: = i | * - .,LU_ Jx.w T
S VU [ ; ) 3
) T H. !
L o 5 e tJ )
v . e A .
L.~ i ¢ s
‘Hw _ﬁ 8 b1 ..m. .
i | ] L. - i
¥ iy A P . s
. ¢ " — ra { 1
,l.m“ \u % \hﬂ 5 Lo e L1y
w’ § P )
. N.., 3 3 +
L —d
o 3 %

]

!
A
e




" :
o 4 A
L

Gt L SRS

| "
kL s ol B2 i } | S es xen
i Lo r‘\éﬂ'?‘;‘ & 1\"‘ = \)f t - —
i !
f .~ y i :
ey T SRWY e o,
L ) o {
) —
s i {320 )Y
e e e A e Pl
Fal ’ —_ = ;} =
(VI CAA - 220
’ £
|2 i i i . E’f
- '?:“« ; ‘_'\; Ly . W “ i (L '
b s
;
s 5
i 4 P el
i Lo s / !
AR g ]
/':

b
2 3§ )
" / i o I ; ’ i
% i : ¥ O R s o i S = T Y
T O i L L S, s 15
" 1
: , i :

o
R AR




-~ P
. /

| Ve 0 A
J’ aaLr L\’Ufu":“‘: vk
e

LA /,»\_/A\ N

1 ¢
ot iy
i LA

i

S av P et A

s,

i s i i
ey AT T o PR % -4
i 3 g {9\ L't {,‘.-’V.L’\.A:» i \.4_}
i
. f}
Ly o F o partadl &
Y P rATRuIS o Ao B8
. )
LS >
i F’_} i
P W ] o .
40 : Sl ALY P Pl
. 1
H

! Ly
o ot
! L
.-{}-) 8] (A
\ i
1 kv

P
X
.. %
ol

I~

A

"\
[ S T
I .
[, =5 X
L )
ST
[ LN
A







