HALOGEN PLC

On 1 April 2006 Halogen plc acquired a controlling interest of 75% of Stimulus
plc, a previously wholly owned subsidiary of Exowner plc for a cash payment

of £480 m. The reserves of Stimulus plc at the date of acquisition were:

Profit and loss reserve

£180 million
Revaluation reserve £40 million

The balance sheets of Halogen plc and Stimulus plc at 31 March 2007 were:

Fixed assets

Land and buildings

Plant and equipment

Motor vehicles

Investment (including that in Stimulus plc)

Current assets
Stock

Debtors

Bank

Creditors: amounts falling due within
one year

Creditors

Taxation

Dividends

Overdraft

Net current assets

Creditors: amounts falling due after more
than one year

10% Debenture

Net assets

Share capital and reserves
Ordinary shares of £1 each
Reserves:

Share premium

Profit and loss account
Revaluation reserve

Halogen plc

£m

£m
600
310
100
700
1,710

300
480
60

Stimulus plc

£m

1,000

840
1,840

£m
200
130
nil
_60
390

120

84
25
229

24
35
20

_nil

(79)

nil
240
40

150

(60)

200



The following information is relevant:

()

(ii)

(i)

(iv)

2cc

During the year to 31 March 20X4 Halogen plc sold goods at a price of
£26 million to Stimulus plc at a mark-up on cost of 30%. Half of these
goods were still in stock at the year-end.

Plee o
On 28 March 2@X# Stimulus plc recorded a payment of £12 million to
settle its current account balance with Halogen plc. Halogen plc had
not received this by the year-end. Inter-company current account
balances are included in debtors or creditors as appropriate.

All goodwill is written off on a straight-line basis over a period of five
years.

ollol o
Both companies declared dividends in March 26X41. Halogen plc has
not accounted for the dividend receivable from Stimulus plc.
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