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QUESTION 1

The following trial balances of Bonn Limited, Sydney Limited and York Limited are provided for the

year ended 31 December 2020:

Credits

Share capital:

- 40 000 ordinary shares

- 36 000 ordinary shares

- 24 000 ordinary shares

Retained earnings - 1 January 2020
Mark-to-market reserve - 31 December 2020
Deferred tax on mark-to-market reserve
Revenue

Other income

Long-term borrowings

Debits

Property, plant and equipment
Investments in equity instruments:
- Sydney Limited at fair value
- York Limited at fair value
Loan to York Limited

Cost of sales

Finance costs

Other expenses

Dividends paid — ordinary
Income tax expense

Trade receivables

Inventories

Additional information

Bonn Sydney York
Limited Limited Limited
E E E
48 000 -
- 48 000 -
- - 24 000
216 000 68 300 40 800
8 135 - -
1 865 - -
165 000 124 000 148 000

24 000 6 300 -

17 750 40 600 4 000
480 750 287 200 216 800
237 000 82 000 72 500

75 000 - -

- 35000 -
4 000 - -
60 000 88 000 70 000
2 500 2 000 5000
15000 20 000 22 000
6 000 5000 9 000

26 250 4200 14 280

32 000 14 000 8 000

23000 37 000 16 020
480 750 287 200 216 800

1. Bonn Limited acquired control of Sydney Limited by acquiring 80% of the ordinary shares in
Sydney Limited on 1 July 20.13 and paid cash of E 65 000 for the investment. At that date the

equity of Sydney Limited was as follows:

Share capital - 36 000 ordinary shares
Retained earnings

K
48 000
11 000

2. Sydney Limited acquired control of York Limited by acquiring 16 800 ordinary shares in York
Limited on 1 January 2020 and paid E 35 000 for the investment. On the date of acquisition the fair
value of the assets and liabilities of York Limited was as follows:

Property, plant and equipment
Inventories
Trade receivables

Carrying

amount
E
45 000
25 000
18 000

Fair

Value
E

45 000

20 000
8 000
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3. Bonn Limited sold machinery to Sydney Limited on 1 July 2020 for E 45 000. The sale was
made at cost plus 20%. Sydney Limited depreciates machinery at 20% per annum on the
straight-line method. This is the same policy as used by the Eswatini Revenue Services.

4. At 31 December 20.14 the directors of Bonn Limited decided that the goodwill of Sydney
Limited had been impaired by E10 000.

5. The Eswatini normal tax rate is 28%. You may assume the tax rate has been 28% since 1 July
2019. You may assume the CGT inclusion rate is 66,6% since 1 July 2019.

6. The group measures its investments in equity instruments at fair value through other
comprehensive income.

7. The fair value of all equity instruments is equal to the cost thereof, unless otherwise stated.

Required:
i) Prepare the consolidated Statement of Comprehensive Income for the 2020 financial year
the Bonn Limited Group (Journal entries are not necessary) :
[18 Marks]
i) Prepare the Consolidated Statement of Changes in Equity for the year ended 31
December 2020 [ 17 Marks]

Total: : [35 Marks]
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QUESTION 2

Eyethu (Pty) Ltd is a Swati company that recently ventured in the food retail business. It targets
people living in semi-urban locations of Eswatini. This market has been experiencing significant
growth in recent times as a result of the growth in the number of Universities in Eswatini. The
company’s year-end is the 30" of April. The company has recently learnt that the government of
Eswatini intends to reduce the tax rate from 27. 5% to 12. 5%. This was disclosed during the budget
speech presentation by the Hon. Neal Rijkenberg, the Finance Minister. You have recently been
engaged by Eyethu limited as a Financial Accountant and the following trial balance for the year

ended 30 April 2020 has been given to you:

E E

Credits
Share capital 500 000
Retained earnings: 1 May 2019 1036 400
Long-term liabilities 330 200
Accumulated depreciation: Buildings — 01 May 2019 9 000
Accumulated depreciation: Plant and machinery —

01 May 2019 38 500
Sale of goods 2 650 000
Accounts payable 72 500
Dividends received 45 000
Debits
Land: At cost 1200 000
Buildings: At cost 450 GO0
Plant and machinery: At cost 385 000
Investments 660 990
Deferred tax asset: 1 May 2019 3300
Inventory 98 000
Accounts receivable 125 000
Cost of sales 1325 000
Operating expenses (excluding depreciation) 362 000
Interest paid 22 310
Dividends paid 50 000

4 681 600 4 681 600

Additional information

3. The provision for the current tax expense and deferred tax expense must still be made for the
year ended 31 March 2019 The following tax rates are applicable:

2020 2019
Normal tax rate 12.5% 27.5%
2. The assets of Eyethu Ltd were purchased as follows:
Land (owner-occupied) 1 May 2018
Buildings (owner-occupied) 1 May 2019
Plant and machinery 1 November 2018

Eyethu Ltd accounts for all assets according to the cost model.
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QUESTION 4

ABC Co has a 31 December year end and uses the dollar ($) as its functional currency. On 25 October
2019 ABC Co buys goods from a Swedish supplier for Swedish Krona (SWK) 286,000.

Rates of exchange:

25 October 2019 $1 =SWK 11.16

16 November 2019 $1 = SWK 10.87

31 December 2019 $1 = SWK 11.02

Required:

Show the accounting treatment for the above transactions if:

(a) A payment of SWK286, 000 is made on 16 November 2019, [7 Marks]
(b) The amount owed remains outstanding at the year-end date. [5 Marks]
PART B

Using an appropriate example, discuss the conditions that must be met for a financial asset to be

classified as a financial asset at amortized cost and the accounting implications for this classification.
[8 Marks]

Total: 20 Marks
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