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UZSTION ONE
() /hat is the difference between a holding and associate companies? (Smarks
(b)Discuss factors that may drive business organization to merge (10 marks)

(¢)XYZ Ltd Company acquired Control of Mwamba Ltd in 2017 after making the payments as
fol ows;

25% on 1% January 2015
20°% on 1% January 2016
15 % on st January 2017

Mj";-\r:ffifﬁba'Ltd has not paid dividends from 2015 to date. Its total reserves at each 31 st December
we e as follows:

shi

20} 4 200,000
2013 600,000
2016 1,000,000
2079 1,200,000

Reqtired:

Cc 1pute minority interest, post and pre-acquisition reserves  based on the date when control
wa's hbtained. (5 marks)

QUESTION TWO

Thf: "?'i‘ollowing information relates to three Ltd companies X,Y,Z for the year ended 3 1% Dec
2014

hg 3 Z 4 Z
~Grosgs profit 726,000 348,000 101,000
Add proposed dividend
From Y Ltd 8000 - -
__Hev - 734,000 348,000 101,000
Di‘ t-ibution costs 60,000 48,000 42,000
_Ac rinistrative expenses 70,000 72,400 60,000

Ancunt written off in sharesin ZLtd 6000 - -
“Prcfit(Loss) on ordinary activities 597,200 227,600 (1000)

Tax on profit on ordinary activities 326,000 128,000

1

Profit(loss) after tax 271,200 99,600  (1000)
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__I_?_;(?;-QSEd dividend 200,000 10000 -

Trersfer to reserve 4,000 36,000 -
_Reizined profit(Loss) for the year 31200 43,600 (1000)
Prcfit (loss) b/f 60,000 80,000 (50,000)

Re'zined profit/f 91,200 123,600 (51,000)

Th;: ii;bllowing information is available;
(i) 1% January 2014, X acquired:

-80% of the ordinary shares of Y 1td
-75% of ordinary shares of Z

(11 Durlng the year X Itd had purchased goods for sh 54,000 from Y Ltd at a profit of sh 17,000
to :3at company and purchases of sh 30,000 which had yielded sh 10000 as profit was included
in - ]gsmg stock of X Itd at sh 28,000

(iiih ‘rcluded in plant and machinery account of Y Itd at cost is plant purchased during the year
fro"tt X Itd who manufactured it at a profit to the company of sh 4,000

Ret I ‘ired:

Co: 1§ o’ldated profit and loss account for X ltd for the year ended 31% Dec 2014(20marks)

QUISTION THREE

Th‘éj ;;fdlloxving information relates to Z limited company as at 31% December

g

‘. 2014 2015
Iss;ixé-:i share capital 900,000 150,000
Re“a Ped profits 375,000 460,000
10( Debentures 300,000 375,000
Co ‘1 Qr atlon Tax! 45,000 160000
Crfc itors 160,000 170,000
Pr¢ t; sed D1V1dend 25000 30.000

14 . 1,905,000 2.345.000
F1> ;j Assetsat cost 1,150,000 1,250,000
e¢S deprematlon 282.500 310.000
: g i 867,000 940,000
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St('j\‘_c'j.?; in Trade

600,000 734,750

Debiors 210,000 207.500

Ban. 227,500 462,750
R 1905.000 2345.000

Du;'ihg the year, assets were acquired at shsh 280,000.Fixed asset whose cost was sh 180,000
was disposed for sh125, 000.The book value of this asset was sh.75000 and the profit has been
inc uded in retained profits.

Reqired:
Prcpwe a funds flow statement (20 marks)

NEn
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QUESTION FOUR

Th: following Trial balance was extracted from the books of accounts of a Limited Company
for tie year ended 31° December 2017.

3§ Sh(000) | Sh(000

Au L 3rized, Issued and Paid up capital
Or 'inary share capital@20 30,000
Sh:'r'; premium 2,100
Profit and Loss account(1.1.2017) 6,430
M. vzhicles(cost,6000,000) 36,000
Freztiold Property at cost 18,000
Purchases 80,276
Sales . 121,492
Gendwill 3,500
Baci debts 400
10 % L.oan 6000
Trug: Debtors and Creditors 18,700 | 7,290
Reii Receivable 930
Geiral expenses 5,266
Ba: balances 6,188
Salaies and wages 21,872
Raiep and insurance 794

| Stosk 15,986
Prcyision for bad debts 300
Reiil; . 1000
Dic2hunts 100 1000
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175,612 [ 175,612 |

Ad dition information
(i)(f.fi%;;)sing stock was sh 16,850,000
(ii ‘f?tovision for bad debts is to be reduced to Sh 250,000

(111” €)utstanding salaries as at 31% Dec wassh 120,000 while prepaid salaries on the same date
we! t:,h 60,000

(1v I cpre01at10n on Motor vehicles is normally 20% of book value
(v.- ‘m 80000 on profit is to be transferred to general reserve

(vii' The loan was acquired 1% July 2017

(1x _,orporatlon tax is 30 % of the profit

(x) I 'sum of sh 800,000 is to be transferred to Revenue Reserve account

i {‘; oposed dividend is sh 2 per share

e
(i)l ‘:1;;( me Statement for the year ended 31% Dec 2017

(11) 3 a'ement of financial position as at 1%t Dec 2017 (20 marks)
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