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Part 1
Answer all questions

Question 1:

The following balances were extracted from the books of Homer Ltd at 31
March 2015:

SDG
Ordinary shares of SDG 1 each, fully paid 30,000
8% preference shares of SDG 1 each, fully paid 5,000
Share premium account 4,000
6% loan stock 5,000
Trade payables 7,400
Trade receivables 16,500
Sales 240,000
Purchases 211,000
Discount allowed 250
Discount received 690
Freehold buildings:
At cost 25,000
Provision for depreciation 2,500
Fixtures and fittings:
At cost 32,000
Provision for depreciation 12,800
Stock at 1 April 2014 21,000
Returns outwards 4,000
Establishment expenses 6,500
Administration expenses 2,800
Selling and distribution expenses 8,350
Bad debts written off 200
Provision for doubtful debts 900
Retained earnings 1 April 2014 18,100
Goodwill 8,000
Bank overdraft 1,250

Additional information:
1. Depreciation is provided annually at the following rates on cost:
Freehold building 2%
Furniture’s and fittings 10%
2. Trade receivables balance includes SDG 500 due from a debtor K and
it has been decided to write the debt off as a bad debt.
3. The provision for doubtful debts at 31 March 2015 is to be 5% of
trade receivables after writing off bad debts.
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4. Establishment expenses prepaid at 31 March 2015 amounted to
SDG200.

5. Administration expense accrued amounted to SDG 350.

6. The company paid the interest on the loan stock for the year ended
31 March 2015, on 30 April 2015.

7. Gross profit is at the rate of 16 % % of sales.

8. The company’s directors propose that the preference share dividend
be paid, and a dividend of 10% on the ordinary shares be paid.

Required:
a) The income statement for the year ended 31 March 2015.
b) Financial position as at that date.

(25 marks)
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Question 2:

The financial positions of A Ltd and B Ltd on 31 December 2007 are as
follows:

ALtd B Ltd

SDG SDG
Assets:
Non-current Assets and current assets 57,000 34,500
Investments (20,000 shares in B LTD at cost) 26,000

83,000 34,500
Share capital (SDG 1 shares) 60,000 25,000
General reserve 8,000 3,000
Profit (31/12/2004) 3,000 1,000
Net profit (2005) 4,000 500
Net profit (2006) 2,000 1,500
Net profit (2007) 2,000 1,500
Current liabilities 4,000 2,000

83,000 34,500
Notes:

a) The shares in B Ltd were acquired by A Ltd on 31 December 2004.

b) The profit and loss account of B Ltd as 31/12/2004 had been debited
with a proposed dividend of SDG 2,000. This was paid in March 2005
and the receipt of the dividend due to A Ltd was included in the net
profit of A Ltd for the year 2005. No other dividends have been paid
or proposed by either company.

c) General reserves have remained unchanged since 2004.

d) Included in the current assets of B Ltd is stock of SDG 1,800 which
was bought from A Ltd. The cost of this stock to A Ltd was SDG 1,500.

Required:
A consolidated financial position of the group as at 31 December 2007.

(25 marks)
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Question 3:

Set out below are the financial statements of Emma co.:
Statement of income For the year ended 31 December 2015

SDG 000

Revenue 2,553

Cost of sales (1,814)

Gross profit 739

Other income (interest received) 25

Distribution cost (125)

Administrative expenses (264)

Finance costs (75)

Profit before tax 300

Income tax expense (140)

Profit for the year 160

Statement of financial position as at 31 December
2015 2014
SDG 000 SDG 000

Assets:
Non-current assets:
Property, plant and equipment 380 305
Intangible assets 250 200
Investments - 25
Current assets:
Inventories 150 102
Receivables 390 315
Short term investments 50 -
Cash in hand 2 _1
Total assets 1,222 948
Equity & liabilities:
Equity:
Share capital (SDG 1 ordinary shares) 200 150
Share premium account 160 150
Revaluation surplus 100 91
Retained earnings 260 180
Non-current liabilities
Long term loan 130 50
Environmental provision 40 -
Current liabilities:
Trade payables 127 119
Bank overdraft 85 98
Taxation 120 110
Total equity & liabilities 1,222 948
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The following information is available:
a) The proceeds of the sale of non-current asset investments amounted
to SDG 30,000.
b) Furniture and fittings with an original cost of SDG 85,000 and a net
book value of SDG 45,000 were sold for SDG 32,000 during the year.
c) The following information relates to property, plant and equipment:
31/12/2015 31/12/2014

SDG 000 SDG 000
Cost 720 595
Accumulated depreciation 340 290

380 305

d) On 31 December 2015 Emma purchased a quarry from which
extraction will take place for 5 years. At the end of that time Emma
will be obliged to close off the quarry and make the area safe. The
cost of this has been estimated and discounted to present amount of
the quarry and shown as a provision 40,000 SDG.

e) 50,000 SDG 1 Shares were issued during the year at a premium of
SDG 0.20 per share.

f) The short term investments are highly liquid and close to maturity.

g) Dividends of SDG 80,000 were paid during the year.

Required:
Statement of cash flow for the year end 31/12/2015 as per IAS 7.

(25 marks)
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Part 2
Seven Questions
Answer all guestions

Question 1:
What is the correct treatment of equity dividends under I1AS 177
A. Dividends payable are included in current liabilities.
B. Dividends paid are deducted from retained earnings.
C. Dividends payable are shown in the statement of changes in
equity.
D. Dividends paid are deducted from other comprehensive income.

(3 marks)
Question 2:

Watson acquired a property on 1 January 2011 for SDG 250,000, being
SDG 200,000 for building and SDG 50,000 for the land. The building was
judged to have a useful life of 50 years. On 1 January 2016 the property
was independently valued which resulted in an increase of SDG 100,000 to
the carrying amount of the land and SDG 50,000 for the useful life is
unchanged.

What is the depreciation charge for the year ended 31 December 20167

A. SDG 5,520
B. SDG 6,222
C. SDG 6,273
D. SDG 6,818

(4 marks)
Question 3:
How are financial assets initially measured under IFRS 9 (excluding
assets held for trading or subject to a specific designation)?
A. Fair value.
B. Fair value plus transaction cost.
C. Fair value minus transaction cost.
D. Amortised cost.

(3 marks)
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Question 4:
Which one of the following is not an advantage of cash flow accounting?

A. It directs attention towards an entity’s ability to generate cash,
which is needed for survival.

B. It provides valuable information for creditors and lenders.

C. It matches related items in accordance with accruals concept.

D. It provides a better means of comparing the results of different
entities than the other financial statements.

(4 marks)

Question 5:

Which of the following statements are correct?

1. Capitalised development expenditure must be a mortised over a
period not exceeding five years.
2. Capitalised development costs are shown in the balance sheet under
the heading of non-current assets.
3. If certain criteria are met, research expenditure must be recognised
as an intangible asset.
A. (2) only
B. (2) and (3)
C. (1) only
D. (1) and (3)

(4 marks)

Question 6:

What is the role of the international financial reporting interpretation
committee?

A. To create a set of global accounting standards.
B. To issue guidance on the application of international financial
reporting standards.

(3 marks)
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Question 7:

At 31 December 2004 Q Ltd owned a building that cost SDG 800,000 on 1
January 1995. It was being depreciated at 2% per year.

On 1 January 2005 a revaluation to SDG 1,000,000 was recognised. At this
date the building had a remaining useful life of 40 years.

What is the depreciation charge for the year ended 31 December 2005
and the revaluation reserve balance as at 1 January 2005?

Depreciation charge for
year ended 31/12/2005

SDG
A. 25,000
B. 25,000
C. 20,000
D. 20,000
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revaluation reserve
as at 1 January 2005

SDG

200,000
360,000
200,000
360,000

(4 marks)
Total(25 marks)
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