Caritas Bianchi College of Careers

Faculty of Business

BTEC Higher National Diploma in Business

Lecture: Sammy Ma
Subject: Financial Reporting

Assignment 2
Name: Lau Ka Ming
Student No: 06300017

Task
ai)
Goodwill calculation :
Investment cost (80X75%X350)


210


Defend consident





100










310


Less: Common share(80X17%)
60



Share Premium(40X15%)
30



Profit




84



Fair value adjustment

· Bround(40X75%)

30

· LEB(20X75%)

15

222
88


Less: Goodwill on acquization 



Impairment





22



Goodwill at 31/3/05



66
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aii)
Minority interest :


= 164 X 25%


= 41


Pre-acquisition


= 166 X75% 


= 87


Post acquisition


= 45 X 75%


= 36

aiii)
Consolidated reserves








$

Million $

Share premium(highess)





80

Revaluation reserve(45+4X75%)




48

Retained earnings:

From queations







350

Post acquistion







36

Interest receivable






6  










392

Less :
 Financial cost



8


Impairment of goodwill


22


30 










362
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b)

The following are the reasons that for why consolidated financial statements are useful to the users of financial statements.

To prevent the preparation of misleading accounts by such means as inflating the sales through selling to another member of a group.

To provide a more meaningful EPS figure. Consolidated accounts show the full earnings on a parent company’s investment while parents’s individual accounts only show the dividend received from the subsidiaries.

To provide a better measurement of the performance of a parent company’s directors. In consolidated accounts the total earnings of a group can be compared with its total assets in arriving at a group’s return on captial employed. 
