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Agenda

= Main changes
= |llustrative example
= \What are expected to our tutor
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Main changes

Candidates will be presented with a 'prepopulated spreadsheet response
option' (spreadsheet) containing a draft consolidated financial statement and
require candidates to correct this spreadsheet for a range of issues.

= accounting errors

= changes in accounting policies

= acquisition or disposal of a subsidiary

= foreign exchange issues

= unrecorded transactions e.g. defined benefit plan

There will be 10-14 marks available for the spreadsheet requirement.
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Main changes

It is advisable to use this spreadsheet to show workings by using the workings
area set out below the draft financial statements.

Markers will review each spreadsheet cell for workings.

W1

Investment in Associate

Cost 100.0

Share of equity post acqn 18.6
118.6

FV of associate at 1 April X6 127.0

Gain to SOPL 8.4
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Main changes

Candidates may have to discuss the impact on the financial statements of
these adjustments. For example, has the parent company’s investment in a
company now changed from a subsidiary relationship to that of an associate?

Candidates will never be required to construct a consolidated financial
statement (including a consolidated statement of cash flow) from the parent
and subsidiaries’ separate financial statements.
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lllustrative example
Requirements:

(a)(i) Using exhibit 1 only, discuss why Grin Co should be classified as an associate, and not a subsidiary, on
1 April 20X4. (4 marks)

(a)(ii) Using exhibit 1 only, explain how Grin Co should be accounted for as an associate using the equity
method in the consolidated statement of financial position of Chuckle Co at 31 March 20X6 (3 marks)

(b) Using exhibit 2, explain briefly why the classification of Chuckle Co’s investment in Grin Co should
change on 1 April 20X6 to that of a subsidiary. (3 marks)

(c)(i) Using exhibit 2, explain briefly how the additional purchase of the 18% equity in Grin Co should be
accounted for in the consolidated financial statements of Chuckle Co. (2 marks)

(c)(ii) Using exhibit 3, explain how the fair value of the non-current and current assets of Grin Co at 1 April
20X6 (including any deferred tax adjustments) should be calculated. (6 marks)
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lllustrative example

(c)(iii) Using the pre-populated spreadsheet response option with exhibit 3 and your previous
answers, adjust the spreadsheet prepared by the directors of Chuckle Co in order to prepare a
corrected consolidated statement of financial position at 1 April 20X6.The spreadsheet should take
into account the following:

« accounting for the associate using the equity method;

* the change in classification from associate to subsidiary;

« the fair value adjustments on acquisition; and

« goodwill using the proportionate share of net assets method to calculate the non-controlling interest.

(12 marks)
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lllustrative example

Remove Equity Gainon disposal of Land FV Inventory Database at FV Goodwill &
cost & methodup to assoc (step acq'n) uplift FV uplift NCI
$m equity 31 Mar X6

Assets
Non-current Assets
Property , Plant and equipment 2,021 10.0 2,031.0
Investment in Associate 100 18.6 -118.6 0.0
Further investment in associate 66 -66 0.0
Goodwill 2.2 2.2
Other non current assets 186 5.0 191.0

2,373 2,224.2
Current Assets 542 47.0 589.0
Total Assets 2,915 2,813.2
Equity
Equity attributable to equity
holders of the company
Share capital 150 150.0
Other components of equity 370 370.0
Retained earnings 1,157 18.6 8.4 1,184.0
Total Equity 1,677 Wi 1,704.0
Non Controlling Interest 206.8 206.8
Grin's equity 348 -348 0.0
Liabilities
Non Current Liabilities
Deferred income tax liabilities 314 2.0 9.4 1.0 326.4

662 326.4

Current Liabilities 576 576.0
Total Liabilities 1,238 902.4
Total equity and Liabilities 2,915 2,813.2
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What are expected to our tutor

= Clearly convey the main changes to candidates;

= Advise candidate to practice pre-populated spreadsheet response option by
using past year papers;

= Highlight time management mindset;

= Double entry thinking?
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