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1. True or false

	
	True or false?

	a) A subsidiary is an undertaking where the investing company is able to control the financial and operating policies of the other undertaking. 

	

	b) Consolidated financial statements are also referred to as group accounts.

	

	c) Ineligible groups that qualify as small under the Companies act are not permitted to prepare group accounts.

	

	d) Eligible groups that qualify as small or medium under the Companies Act are not permitted to prepare group accounts.

	

	e) Goodwill is the difference between the acquisition cost of a subsidiary and the parent’s share of the fair value of the subsidiary’s net assets acquired.

	

	f) Group accounts are prepared by simply adding together the results of all group companies.

	

	g) The consolidated Profit & Loss account includes all of a subsidiary’s revenue and expenses in the year the subsidiary is acquired.

	

	h) The fair value of an asset is the same as an asset’s market value.

	

	i) Fair value adjustments are made to adjust the book value of a subsidiary’s assets and liabilities to their fair value at the end of each balance sheet date.

	

	j) Any unrealised profit or loss arising on an intra-group transaction is eliminated in the group profit and loss account.

	



2. Birch Ltd
Is Birch Ltd required to prepare group accounts?
Birch Ltd is the UK holding company of a group of companies and is a wholly owned subsidiary of Birch Inc, a company incorporated in Liberia.  Birch Ltd does not qualify as a small company and has no listed securities.  Birch Inc does not produce group accounts.

3. Consolidating group accounts
Which of the following transactions should be eliminated in a set of group accounts?
i. Sales between a subsidiary and a company in which the group has a 5% shareholding.
ii. A management charge from a parent company to its subsidiaries.
iii. A bad debt provision made by a subsidiary against a debt owed by another subsidiary.
iv. A bad debt provision made by a subsidiary against a debt owed by a non-group company.
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