CONSOLIDATED PROFIT AND LOSS ACCOUNT - EXAMPLE 1

On 30™ September 2014 John Ltd bought 75% of the 18000 £1 ordinary shares
of Lewis Ltd for £300000. The profit and loss accounts of the 2 companies for
the year ended 31* December 2014 are as follows:

John Lewis

£000 £000
Turnover 5000 1000
Cost of sales 2900 600
Gross profit ' 2100 400
Administrative expenses 1300 | 180
Distribution costs 400 140
Operating profit 400 80
Interest payable 20 5
Profit before tax 380 75
Corporation tax 110 20
Profit for the Period 270 55
Profit and loss account reserve b/f 260 185
Profit and loss account reserve c¢/f 530 240
The following information is also relevant:

] Good will on consolidation is to be amortised monthly over a period

of 5 years. This should be treated as an administrative expense



2 At the date of acquisition, the fair value of Lewis Ltd’s tangible fixed
assets exceeded their book value by £60000. The group policy is to
depreciate tangible fixed assets at 20% on the straight line basis.
Deprecation is shown as an administrative expense.

3 In the post-acquisition period John Ltd sold goods to Lewis Ltd for a
selling price of £100000. None of these goods are still in the stock of
Lewis Ltd at the year end.

REQUIREMENT

Prepare the consolidated profit and loss account of the group for the year ended
31% December 2014.
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