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Topic: Acquisition of a subsidiary and consolidation entries

Length: | 1,250 words maximum (comprising consolidation analysis and journal entries
in Part A equivalent to 750 words and a written component of 500 words in
Part B)

‘The practical project involves two parts:
« PartA s the preparation of a selection of consolidation elimination journals for an
cconomic entity comprising a parent and a subsidiary.
 Part B is an explanation and discussion of the business combination.

PartA

Swan River Ltd (Swan River) acquired 100% of the shares of Dresden Ltd (Dresden) on 1
July 2021. The cost of investment was $750,000. At that date the capital and reserves of
Dresden were:

Share capital $295,000
Retained carnings  $165,000

At the date of acquisition all assets of Dresden were considered to be fairly valued, except for
2 plant that had a fair value $30,000 greater than its carrying amount. The cost of the plant
was $100,000, and it had accumulated depreciation of $60,000. The plant had original
estimated useful life of 10 years.

During the financial year 01/07/2021-30/06/2022, Dresden sold $29,000 in inventory to Swan
River for on-sale to external parties. The inventory had originally cost Dresden $22,000. At
the year end, Swan River still had half of the inventory on hand. On-hand inventory was
expected to be sold in the subsequent period. There was no dividend claimed and paid from
‘both entities for year ended 30 June 2022. There were no other intro-group transactions
‘between Swan River and Dresden for year ending 30 June 2022.
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Swan River incurred the following transactions with Dresden during financial year
01/0772022.300612023:

* Swan River made total sales in inventory 10 Dresden of $51,000, while Dresden sold
576,000 in inventory to Swwan River. These inventories e expected to be sold o extemal
pastis.

= The closing inventory in Swan River includes inventory acquired from Dresden a a cost
of $36,000. This cost Dresden 529,000 to purchase. Dresden sold all inventory acquired
from Swan River (0 external partes durin the year.

 On 1 July 2022 Swan River sold a machinery to Dresden for $145,000 when its carrying
amount in Swan River's accouats was $100,000 (iitial cost $168,650, accumulated
depreciation S68 650). This machinery is ssessed as having a remaining useful lie of 9
years.

 Swan River provided management consulation 1o Dresden, and this was the first ime
that Swan River Lu provided such service 1 Dresden. At the end of 2023, Dresden paid
5,000 for these services and has & balance of $1,000 peyeble at year end.

* Dresden has several long-term loans, including 3 four-year Iogn for $60,000 from Swan
River. This loan was effectve from 1 July 2022. Inerest rae was 5% per annum. During
the year ending 30 June 2023, Dresden paid $1,500 atecest on this loan.

‘You were requested to prepare the followings:

L acquisition analyss and adjustmentielimination joumal entries for consolidation at
acquisiton, 1 July 2021

IL  adustmentelimination joural enties for consolidation a at 30 June 2022, and.

L adjustmentelimination jounal entris for consolidation s at 30 June 2023,

After meeting with your supervisor, you gathered the following information which you might
need o complete you work:
= Swan River has the following accounting policis fo the cconomsic cnity:

» " Revaluaton adjustments on acqusiton are to be made on consolidation only, not
in the books ofany subsidiary.

» Plant and machinery sre depreciated using the straightline method with 10
residual value. For part-years, depreciaton is 0 be calculated on the number of
months the aset is held n the relevant year.

» Allcolculted amouats ae to be rounded to the nearest whole dollr, Companies
in the group do ot show cents in any journals, worksheets, or financial
sutements.

« Mansgement team of Swan River believes that goodwill acquired from business

‘combination is impaired by 56,000 in the current financial year. Previous impairment of

‘eoodvill amounted t 5,000

‘Swan Rive has small sharcholdings n other companics.

Dresden declared and paid dividend $93 000 on 30 June 2023.

‘Swan River declared dividend $200,000 and paid dividend $150,000 on 30 June 2023.
‘The company tax rte i currntly 30% and this ate has not changed for several years.
Journal naration are reqired.

Number each year consolidation climination/adjustng journal enris by 1, 2,3, .., etc;
‘Where more than one journal ety i needed for an event o be completely accounted for
add the letters abe,..et 1o them as necessary.




image3.png
PartB.

‘You are the accountant o a ised company with & newly acquired subsidary and one of the
directors mention the article tied *Almost 3 third of Ausirli's lrge compaies pay no
income ax. published on 03 November 2022 in the Guantian. The article meations that
“When we ook at a corporate enlity, we look at the entire economie group structure and
which entites are paying 1ax” “When we analyse this population at the group level, the
percentage with nil tax payable drops from 32% (0 20% because a least one entiy in the
sroup did pay tax.”. The dircetor has asked you o present 10 the board at the next meeting
explining how a group structure paying the corporate tax? Provide justificaions for your

Harvard Style referencing i expected. For detals on the Harvard referencing system g0 0:

g ibrary westemsydney.edu awluws library/guides/eferencing-ciation (and.click on
“Harvad link).
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Marking Criteria

Part A (15 marks)
CRITERIA FALL PASS CREDIT DISTINCTION HIGH DISTINCTION FULL MARK
Fart A (D “Acquisition analysis has not_ | Acquisition analysis has | Acquisition analysis has | Acquisition analysis s clear | _ Acquisition analysisis | Acquisition analysis s
Correct /complete prepared, andor three journals | not prepared and/or two | - crror and/or two journals | and correet but two journal |  clear and correct, but one | - clear and correct, and all
‘ot correcly recorded andior | journals not correetly ot correctly recorded not correctly recorded journal not correetly required journals are
‘missing and/or included recorded and/or missing | and/or missing and/or and/or missing and/or recorded and/or missing | correet, with none missing
incorrectly. and/or included included incorrectly. included incorrectly. andlor included or included incorrectly
incorrectly incorzectly
0 mark 13 marks L5 marks 2marks
1 mark 1.7 marks
Part A (ID Five or morc cvents not | Four cvents not correctly | Thres events not correctly | Two events not correctly | One event not correctly Every required
Correct /complete events cortectly recorded and/or | recorded and/or missing |  recorded andlor missing | recorded andlor missing | recorded andlor missing | - eventfournal i clear and
and consolidation journal ‘missing and/or included and/or included andlor included. andlor included incorrectly. andlor included correct, with none missing
entries at 30 June 2020 incorrectly. incorrectly incorzecty incorzectly or included incorrectly.
225 marks
0 mark 1.5 marks 1.95 marks 255 marks 3 marks
Part A (1D ‘Ninc or morc cventsnot | Seven or cight events not | Fiveor six cventsnot | Three or four events not | One or two cvents nol Every required
Correct /complete events corectly recorded andior | correcly recorded andior | correetly recorded and/or | correctly recorded and/or | corrctly recorded andior | - eventjournal i clear and
and consolidation journal ‘missing and/or included ‘missing andlorincluded | missing andlor included | missing and/or included |  missing and/or ncluded | correct, with none missing
entries at 30 June 2021 incorrectly. incorrectly incorzecty incorrectly incorzectly or included incorrectly.
0 mark 4 marks 52 marks 6 marks 68 marks 8 marks
Part A work presentation, | Ninc or more journals arc nol | Seven or cight journals not | Five or six journalsnot | Three or four journals mot | One or two jourals not | All events/journals are
account names, numbering | prescnted clearly and/ornot | presented clearly and/or | presented clearly andlor | presented clearly and/or not | preseated clearly andlor | presented clearly and
journal entries and ‘complete and/or not numbered | ot complete and/or not | not complete and/or not ‘complete and/or not not complete and/or not ‘numbered correctly.
narrations correctly and/or no narration. | numbered corectly and/or | numbered correctly and/or | mumbered correetly andlor | numbered correctly and/or
o narraton. no narration. 10 narration. o narration. 2marks
0 mark
L marks 1.3 marks L5 marks 1.7 marks
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Part B (5 marks)

CRITERIA

0 mark

0.75 mark.

FAIL PASS. CREDIT DISTINCTION HIGH DISTINCTION FULL MARK
Define problem Superficial problem Problem statement is Problem statement s clear. Clear and insightful Clear and insightful problem | Clear and insightful problem
statement. Docs not superficial. Includes Includes consideration of problem statement. statement. Includes statement. Includes
Include consideration of consideration of major ‘most relevant contextual | Includes consideration of | consideration of all relevant | consideration of al relevant
relevant contextual factors. | relevant contextual factors. factors. ‘most relevant contextual contextual factors, contextual factors in depth.
0 mark factors.
0.5 mark 1.25 marks 175 marks 2marks
1.5 marks
Tdentifics an approach for | Identifics an approach for Tdentifics multiple Tdentifics multiple Tdentifics multiple approaches Tdentifics multiple
Solving the problem thatis | solving the problem with | approaches for solving the | approaches for solving the |  for solving the problemand | approaches for solving the
diffcult to cvaluste some consideration of the problem and proposcs a problem and proposes a ‘proposes a solution that problem and proposes
because itis vaguc oronly | contextual factors of the | solution that indicates some | solution that indicates a ‘indicates a deep alternative solutions that
indirectly addresses the problem. The cvaluation of comprehension of the comprehension of the | comprehension of the problem. indicate a docp
problem statement, the solution lacks depth. ‘problem. Includes an ‘problem. Includes a Includes an clegant rationale comprehension of the
evaluation of the solution | rationale of the solution | for the solution that decply and | problem. Includes an elegant
Omark 0.5 mark that considers some of; the | that considers the history thoroughly considers the rationle for the solutions
history of the problem, of the problem, history of the problem, that decply and thoroughly
logic/reasoning, feasibilty, logic/reasoning, logic/rcasoning, feasibility, and | considers the history of the
and impacts. feasibility, and impacts. impacts. problem, logic/reasoning,
feasibiity, and impacts.
1.25 marks 1.5 marks 175 marks
2 marks
Presents with ‘Writing style s poorand | Writing style is unclearat |  Writing style is coherent, | Writing style is coherent, | Writing style is coherent, with | Writing is clear and error-
clarity: references | difficult o follow andlor | times. There arc a number of |  witha fow grammatical with possibly a few ‘possibly a few grammatical frec and demonstrates.
and paraphrases ‘marred by many. ‘grammatical and/or spelling | and/or spelling errors. grammatical and/or ‘and/or spelling errors. superior written
correctly and uses grammatical and/or | errors. In-text citation and/or | Satisfactory in-text citation, spelling errors. Excellent in-tex! citation, communication skill.
clear prose style: spelling errors. In-text ‘paraphrasing and/or ‘paraphrasing and refercnce Satisfactory in-text | paraphrasing and reference list. |  Excellent in-text citation,
sentence citation and/or reference list have anumber | list, possibly witha fow | citation, paraphrasing and ‘paraphrasing and reference
structure, ‘paraphrasing and/or of errors. errors. reference lst, possibly 0.85 mark. Tist.
grammar and reference list missing or ‘with a few minor errors.
spelling substantially incomplete. 0.5 mark 0,65 mark 1 mark

Late submission -10% per day

Total marks: 20





