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. Sum of digits method a8,Y) xes 44 a5 actuarial methodi: ) siSY)

Ladiue YoV Y J5Y1 05l ¥Y Ld Slope Int’] 4S5 4l bl 4 palil) 20500 4688 (0 ()
.Sum of digits method alé_¥! aes 43,k
Actuarial method

Amount owed Amount owed
] Interest @
Period at the start of 5 59 Rental at the end of
the period 7 the period
1 1,200 66 (100) 1,166
2 1,166 64 (100) 1,130
3 1,130 62 (100) 1,092
4

Sum of digits method

Interest is allocated to all twenty periods, therefore for the sum of the digits
calculation n =20

Total finance charge

Rentals (20* $100) 2,000

Cash price of the assets (1,200)
__800
. . Fraction Interest
Period Weighting (x800) charge
1 20 20/210 76
2 19 19/210 72
3 18 18/210 68
4 17 17/210 64
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20 1 1/210 4
210
n(n+1)
2 Financial Statements

FINANCE LEASE PAYABLE

01/01/2012 Non-current Assets 1,200
30/06/2012 Cash 100 30/06/2012 Interest 76
30/06/2012 Bal c/d 1,176
1,276 1,276
31/12/2012 Cash 100 31/12/2012 Interest 72
30/06/2013 Cash 100 30/06/2013 Interest 68

Notes to the accounts
At June 30, 2012 the company is committed to the following payments under a
finance lease

$
Not later than 1 year 200
Later than 1 year and not later than 5 years 800
Later than 5 years 900
1,900

Depreciation

$1,200 x 6 = $60

10 years 12

Noncurrent assets will include an amount of $1,140 (1,200-60)
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Computation of earnings for EPS purposes

35,000 - (30,000 x 6%) = 33,200.

2. Computation of theoretical ex-rights fair value and ‘adjustment factor’
(7x$51-80 + 2 x51:35) x 1/9 = $1-70. So adjustment factor is 1-80/1-70
3. Computation of weighted average number of shares in issue
(70,000 x 3/12 x 1-80/1-70) + (90,000 x 9/12) = 86,029

4. Compute basic EPS

33,200/86,029 = 38:6 cents

5. Compute ‘earnings’ for diluted EPS

33,200 + ((23,000 x 7%) x 80%) = 34,488

6. Compute ‘number’ for diluted EPS

86,029 + 20,000 = 106,029

7. Compute diluted EPS 34,488/106,029 = 32-5 cents
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Has there in substance been a sale?
Is the repurchase likely to happen? If so, it is not a ‘real’ sale
and the legal form should be set aside.
Factors to consider:
Sale is unusual — being at cost and to a bank —which
indicates it is not a “real” sale.
A mirror image put and call option means the repurchase is
bound to occur.
Watnest will not take possession of the maturing inventory.
Ruby is paying a borrows return
Conclusion: Not a sale but a financing arrangement
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31,250 = 6.25% x 500,000
28,000 = 7.00% 400,000
15,500 = 6.20% 250,000
74,750 6.50% 1,150,000
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(a) ALPHA — Consolidated Income Statement for the Year Ended 30 September 2006
[all numbers in $’000 unless otherwise stated]

Revenue (125,000 + 100,000 + 8/12 x 90,000 — 13,000) 272,000

Cost of sales (balancing figure) (153,560)
Gross profit (working 1) 118,440

Other operating expenses (20,000 + 15,000 + 8/12 x 15,000) (45,000)
Income from investments (working 2) 11,933
Finance costs (working 3) (22,933)
Profit before tax 62,440
Income tax expense (9,000 + 6,000 + 8/12 x 5,400) (18,600)
Profit for the year 43,840

Page 17 of 20



Allal) G A gal) pulaal) — U By Slaal) dpulaal) g1 ol A4S

Yoye el cililadial

Attributable to:

Equity shareholders of Alpha 38,540
Minority interest (working 4) 5,300
43,840

Working 1 — Gross Profit:

Alpha + Beta + 8/12 x Gamma

Provision for unrealised profit:
— Beta 25/125 [2,000 — 1,200]
—Gamma 25/125 x 1,000

Extra depreciation:
— Beta plant [1/4 x [16,000 — 12,000]]
— Gamma brand [1/15 x 27,000 x 8/12]

Working 2 — Income from investments
Alpha + Beta + 8/12 x Gamma
Dividend from Beta to Alpha (80% x 5,000)
Interest from Beta to Alpha (20,000 x 8/12 x 8%)

Working 3 — Finance costs
Alpha + Beta + 8/12 x Gamma
Interest from Beta to Alpha (working 2)

Working 4 — Minority Interest
— Beta 20% x (16,000 — 1,000)
— Gamma 25% x ((15,600 x 8/12) — 1,200)

121,000

(160)
(200)

(1,000)
(1,200)

118,440

17,000
(4,000)

(1,067)

11,933

24,000
(1,067)
22,933

3,000
2,300

5,300
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ALPHA — Summarised Consolidated Statement of Changes in Equity for the Year Ended
30 September 2006 [all numbers in $’000 unless otherwise stated]

Group Minority Total
Shareholders
Balance at 1 October 2005 (W1 & W2) 138,560 14,200 152,760
Profit for the year 38,540 5,300 43,840
Dividends paid (14,000) (1,000) (15,000)
Increase due to acquisition (W3) 22,050 22,050
Balance at 30 September 2006 163,100 40,550 203,650

Working 1 — Group equity at 1 October 2005
Alpha — per financial statements 110,000

Beta:

— group share of post-acquisition movement per financial
20,000

statements (80% (60,000 — 35,000))

— group share of fair value adjustment on land (80% (35,000 — 25,000))

8,000

— group share of net fair value adjustment on plant

(80% (16,000 — 12,000) x 1/4) 800
Opening PURP (25/125 x 1,200) (240)

138,560

Working 2 — Ml in equity at 1 October 2005

As per financial statements (20% x 60,000) 12,000
In fair value adjustment on land (20% (35,000 — 25,000) 2,000
In net fair value adjustment on plant 200
(20% (16,000 — 12,000) x 1/4) 14,200

Working 3 — Ml in equity of Gamma at 1 February 2006

Equity of Gamma per financial statements at 1 October 2005 56,000
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Increase per financial statements to 31 January 2006 (15,600 x 4/12) 5,200
Fair value adjustment 27,000
88,200
25% thereof 22,050
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