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1. The question paper comprises two parts, Part | and Part Il.

2. Part | comprises Case Scenario based Multiple Choice Questions (MCQs)

3. Part Il comprises questions which require descriptive type answers.

PART | - Case Scenario based MCQs (30 Marks)

Part | is compulsory.

Case Scenario 1

A Ltd. is a diversified business group operating in multiple business segments across different
parts of the world. It maintains its books of accounts and publishes its annual financial
statements under Indian Accounting Standards. The finance team has been working on closing
the books of accounts and generating financial statements for the year ended 31t March 20X2
and are facing issues in the following transactions while finalization of financial statements:

(1)

(ii)

A Ltd. owns 250 ordinary shares in X Ltd., an unquoted company. X Ltd. has a total
share capital of 5,000 shares with nominal value of ¥ 10. X Ltd.’s after-tax maintainable
profits are estimated at ¥ 70,000 per year. An appropriate price/earnings ratio
determined from published industry data is 15 (before lack of marketability adjustment).
A Ltd.’s management estimates that the discount for the lack of marketability of X Ltd.’s
shares and restrictions on their transfer is 20%. A Ltd. values its holding in X Ltd.’s
shares based on earnings.

A Ltd. has a telecom segment. It entered into an agreement with B Ltd. which is engaged
in generation and supply of power. The agreement provided that A Ltd. will provide
1,00,000 minutes of talk time to employees of B Ltd. in exchange for getting power
equivalent to 20,000 units. A Ltd. normally charges ¥ 0.50 per minute and B Ltd. charges
T 2.5 per unit.

A Ltd. began construction of a new building at an estimated cost of ¥ 7 lakh on 1st April,
20X1. To finance construction of the building it obtained a specific loan of ¥ 2 lakh from
a financial institution at an interest rate of 9% per annum.



Analyze the transactions mentioned above and choose the most appropriate option in

The company’s other outstanding loans were:

Amount Rate of Interest per annum
¥ 7,00,000 12%
% 9,00,000 1%

The expenditure incurred on the construction was:

April, 20X1 % 1,50,000
August, 20X1 ¥ 2,00,000
October, 20X1 ¥ 3,50,000
January, 20X2 ¥ 1,00,000

The construction of building was completed by 31st January, 20X2.

The construction of building started on 1st April, 20X1 and all the expenditures on
construction of building had been incurred at the beginning of the respective month.

the below questions 1 to 6 in line with relevant Ind AS:

What is the value of a share of X Ltd.?

1.

(@) ¥8,40,000

(b)  ¥10,50,000

(c) ¥8,00,000

(d)  ¥10,00,000

What is the fair value of A Ltd.’s investment in X Ltd.’s shares?

(@)  ¥50,000

(b) T 42,000

()  ¥10,50,000

(d)  %10,00,000

By what amount the revenue be measured and recognised by A Ltd. in case of telecom

segment?

(@) 10,000
(b)  ¥2,50,000
()  %2,00,000
(d) ¥ 50,000




4. What will be the capitalization rate for computation of borrowing cost on the building
based on general borrowings?

(@ 9%
(b) 1%
()  11.4375%
(d 12%
5. What will be the total amount of borrowing cost on specific borrowing?
(@) 11,250
(b) 13,500
(c) % 15,000
(d 37,875
6. What will be the total amount of borrowing cost on general borrowing?
(@) 22875
(b) ¥ 15,000
() X37875
(d) ¥13,500 (6 MCQs x 2 Marks each =12 Marks)

Case Scenario 2

DEF Ltd. is a diversified business group operating in multiple business segments across
different parts of the world with multiple subsidiaries. It maintains its books of accounts and
publishes its annual financial statements under Indian Accounting Standards. The finance team
has been working on closing the books of accounts and generating financial statements for the
year ended 315t March 20X1 and are facing issues in the following transactions while finalization
of financial statements:

(1)

Profit attributable to ordinary equity holders of the parent entity ¥1,200,000
for year 20X1

Weighted average number of ordinary shares outstanding | 500,000 shares
during year 20X1

Average market price of one ordinary share during year 20X1 ¥20.00




Weighted average number of shares under option during year | 100,000 shares
20X1

Exercise price for shares under option during year 20X1 % 15.00

(i)  DEF Ltd. enters into a contract to buy 100 tonnes of cocoa beans at 1,000 per tonne
for delivery in 12 months. On the settlement date, the market price for cocoa beans is
1,500 per tonne. The contract cannot be settled net in cash and is entered for delivery
of cocoa beans in line with DEF Ltd.’s expected purchase/ usage requirements.

(i)  DEF Ltd. invests in compulsorily convertible preference shares (CCPS) issued by its
subsidiary B Ltd. at ¥ 1,000 each (¥ 10 face value + ¥ 990 premium). Under the terms
of the instrument, each CCPS is compulsorily convertible into one equity share of
B Ltd at the end of 5 years. Such CCPS carry dividend @ 12% per annum, payable
only when declared at the discretion of B Ltd.

Analyze the transactions mentioned above and choose the most appropriate option in
the below questions 7 to 10 in line with relevant Ind AS:

7. Based on the facts given in scenario (i), what will be basic EPS of the entity?

(@ 2.29
(b) 2.40
(c) 2.00
(d 177
8. Based on the facts given in scenario (i), what will be diluted EPS of the entity?
(@ 2.29
(b) 2.40
(c) 2.00
(d 1.77
9. What is the nature of the contract entered into for cocoa beans?
(a)  Cash contract
(b)  Non-executory and derivative contract
(c)  Derivative contract
(d)  Executory and non-derivative contract



10.  What is the nature of the financial instrument mentioned in point (jii)?
a Financial Asset
b
c

d

(a)
(b)  Financial Liability
(c)  Equity

(d)

Not a financial instrument (4 MCQs x 2 Marks each = 8 Marks)
Case Scenario 3

H Ltd. is a globally diversified business conglomerate with operations spanning multiple
business segments across various regions worldwide. For maintaining its financial records, the
company follows Indian Accounting Standards. As the finance team diligently finalizes the
books of accounts and prepares the financial statements for the financial year ending on
31st March 20X2, it requires insights and accounting suggestions on the following transactions:

(i) H Ltd. holds 12% of the voting shares in Z Ltd. Z Ltd.'s board comprises of eight members
and two of these members are appointed by H Ltd. casting significant influence. Each
board member has one vote at the meeting.

(i) H Ltd. holds 10% of the voting power of G Ltd. The balance 90% voting power is held
by nine other investors each holding 10%.

The decisions about the relevant activities (except decision about taking borrowings) of
G Ltd. are taken by the members holding majority of the voting power. The decisions
about taking borrowings are required to be taken by unanimous consent of all the
investors. Further, decisions about taking borrowing are not the decisions that most
significantly affect the returns of G Ltd.

(i) HLtd. is also engaged in the business of pharmaceuticals. It has invested in the share
capital of Y Ltd. and is holding 15% of Y Ltd.’s total voting power.

Y Ltd. is engaged in the business of producing packing materials for pharmaceutical
entities. One of the incentives for H Ltd. to invest in Y Ltd. was the fact that Y Ltd. is
engaged in the business of producing packing materials which is also useful for H Ltd.
Since last many years, almost 90% of the output of Y Ltd. is procured by H Ltd.

Analyze the transactions mentioned above and choose the most appropriate option in
the below questions 11 to 13 in line with relevant Ind AS:

11. What is the relationship of Z Ltd. with H Ltd.?
(@)  ZLtd. is a subsidiary of H Ltd.
(b)  ZLtd. is an associate of H Ltd.



12.

13.

14.

(c)  ZLtd.isin joint arrangement with H Ltd.

(d)  HLtd. has invested in Z Ltd. with no further relationship as subsidiary, associate
or joint arrangement.

What is the relationship of G Ltd. with H Ltd.?

(@) G Ltd. is a subsidiary of H Ltd.

(b) G Ltd. is an associate of H Ltd.

(¢) G Ltd.isin joint arrangement with H Ltd.

(d)  HLtd. hasinvested in G Ltd. with no further relationship as subsidiary, associate

or joint arrangement.
What is the relationship of Y Ltd. with H Ltd.?

(@) Y Ltd. is a subsidiary of H Ltd.

(b) Y Ltd. is an associate of H Ltd.

(¢) Y Ltd.is in joint arrangement with H Ltd.

(d)  HLtd. has invested in Y Ltd. with no further relationship as subsidiary, associate

or joint arrangement. (3 MCQs x 2 Marks each = 6 Marks)

On 15t April 20X1, J Ltd. subscribed for 40 million ¥ 1 loan notes in C Ltd. The loan notes
were issued at 90 paise and were redeemable at T 1.20 on 31st March 20X6. Interest is
payable on 31stMarch in arrears at 4% of par value. This represents an effective annual
rate of return for J Ltd. of 9.9%.

J Ltd.’s intention is to hold the loan notes until redemption. Until 31st October, 20X2
C Ltd. was a successful company with a good reputation for settling all its liabilities on
their due dates. However, due to an event which occurred on 31st October 20X2, three
of C Ltd.’s major customers became insolvent and this caused liquidity problems for
C Ltd. During November 20X2, C Ltd. entered into negotiations with all its creditors,
including J Ltd.

J Ltd. agreed to forego the interest payments due on 31st March 20X2 and 20X3, with the
payments from 31st March 20X4 onwards resuming as normal.

What would be the initial measurement of financial instruments as subscription of loan
notes in C Ltd.?

(@ ¥ 40 million
(b) ¥ 37.782 million



15.

(c) ¥ 38.4 million
(d) ¥ 36 million (2 Marks)

ABC Ltd., a manufacturing entity, wants to forecast its financial performance based on
various scenarios to comply with Ind AS guidelines. It took aid of Artificial Intelligence
(Al), which can assist the company in generating accurate financial forecasts by
analysing historical data, market trends, and relevant external factors. By leveraging
machine learning algorithms, the company can simulate different scenarios, such as
changes in market demand, input costs, or regulatory requirements.

How will Al help the management of the company?
(@) With the help of Al, the company can make informed decisions,
(b)  With the help of Al, the company can assess potential risks

(¢)  With the help of Al, the company can develop robust financial strategies in
accordance with Ind AS principles.

(d)  All of the above (2 Marks)

Part Il - Descriptive Questions

Question No.1 is compulsory. Candidates are required to answer any four
questions from the remaining five questions.

Working notes should form part of the answers.
Maximum Marks - 70 Marks

On 1st April 20X1, A Limited acquired 80% of the share capital of S Limited. On the
acquisition date the share capital and reserves of S Ltd. stood at ¥ 5,00,000 and
T 1,25,000 respectively. A Limited paid initial cash consideration of ¥ 10,00,000.
Additionally, A Limited issued 2,00,000 equity shares with a nominal value of ¥ 1 per
share at current market value of ¥ 1.80 per share.

It was also agreed that A Limited would pay a further sum of ¥ 5,00,000 after three
years. A Limited's cost of capital is 10%. The appropriate discount factor for
T 1@ 10% receivable at the end of

1styear: 0.91
2nd year: 0.83
3 year: 0.75



The shares and deferred consideration have not yet been recorded by A limited.
Below are the Balance Sheet of A Limited and S Limited as at 31st March, 20X3:

A Limited S Limited
(¥ 000) (¥ 000)
Non-current assets:
Property, plant & equipment 5,500 1,500
Investment in S Limited at cost 1,000
Current assets:
Inventory 550 100
Receivables 400 200
Cash _ 200 50
7,650 1.850
Equity:
Share capital 2,000 500
Retained earnings 1,400 300
3,400 800
Non-current liabilities 3,000 400
Current liabilities 1,250 _ 650
1,650 1,850

Further information:

(i) On the date of acquisition, the fair values of S Limited's plant exceeded its book
value by T 2,00,000. The plant had a remaining useful life of five years at this
date;

(i) The consolidated goodwill has been impaired by ¥ 2,58,000; and

(i) The A Limited Group, values the non-controlling interest using the fair value
method. At the date of acquisition, the fair value of the 20% non-controlling
interest was ¥ 3,80,000.

You are required to prepare Consolidated Balance Sheet of A Limited as at
31st March, 20X3. (Notes to Account on Consolidated Balance Sheet is not required).

(14 Marks)



(@)

A Ltd. issued redeemable preference shares to a Holding Company — Z Ltd. The
terms of the instrument have been summarized below. Account for this in the
books of Z Ltd.

Nature Non-cumulative redeemable

preference shares
Repayment: Redeemable after 5 years
Date of Allotment: 1-Apr-20X1
Date of repayment: 31-Mar-20X6
Total period: 5.00 years
Value of preference shares issued: 100,000,000
Dividend rate 0.0001%
Market rate of interest 12% per annum
Present value factor 0.56743

(10 Marks)

U Ltd. is a large conglomerate with a number of subsidiaries. It is preparing
consolidated financial statements as on 31st March 20X2 as per the notified
Ind AS. The financial statements are due to be approved for issue on
15" May 20X2. Following are a few transactions that have taken place in some
of its subsidiaries during the year:

G Ltd. is a wholly owned subsidiary of U Ltd. engaged in management consultancy
services. On 31st January 20X2, the board of directors of U Ltd. decided to
discontinue the business of G Ltd. from 30t April 20X2. They made a public
announcement of their decision on 15t February 20X2.

G Ltd. does not have many assets or liabilities and it is estimated that the
outstanding trade receivables and payables would be settled by 31st May 20X2.
U Ltd. would collect any amounts still owed by G Ltd.’s customers after 31t May
20X2. They have offered the employees of G Ltd. termination payments or
alternative employment opportunities.

Following are some of the details relating to G Ltd.:

- On the date of public announcement, it is estimated by G Ltd. that it would
have to pay T 540 lakhs as termination payments to employees and the
costs for relocation of employees who would remain with the Group would
be ¥ 60 lakhs. The actual termination payments totalling to ¥ 520 lakhs
were made in full on 15" May 20X2. As per latest estimates made on
15t May 20X2, the total relocation cost is ¥ 63 lakhs.



- G Ltd. had taken a property on lease, which was expiring on
31st March 20X6. The present value of the future lease rentals (using an
appropriate discount rate) is ¥ 430 lakhs. On 15t May 20X2, G Ltd. made
a payment to the lessor of ¥ 410 lakhs in return for early termination of the
lease.

The loss after tax of G Ltd. for the year ended 31st March 20X2 was ¥ 400 lakhs.
G Ltd. made further operating losses totalling ¥ 60 lakhs till 30t April 20X2.

Determine the provisions that the Company is required to make as per Ind AS 377

(4 Marks)
The following information is gathered from an entity:
. Full capacity is 10,000 labour hours in a year.
. Normal capacity is 7,500 labour hours in a year.

] Actual labour hours for current period are 6,500 hours.

. Total fixed production overhead is ¥ 1,500.

] Total variable production overhead is ¥ 2,600.

" Total opening inventory is 2,500 units.

] Total units produced in a year are 6,500 units.

] Total units sold in a year are 6,700 units.

. The cost of inventories is assigned by using FIFO cost formula.

Determine the overhead costs to be allocated to cost of goods sold and closing
inventory? (8 Marks)

Either

M Ltd is engaged in the business of manufacturing of bottles for pharmaceutical
companies and non-pharmaceutical companies. It has a wholly owned
subsidiary, G Ltd, which is engaged in the business of pharmaceuticals. G Ltd
purchases the pharmaceutical bottles from its parent company. The demand of
G Ltd is very high and hence to cater to its shortfall, G Ltd also purchases the
bottles from other companies. Purchases are made at the competitive prices.

M Ltd sold pharmaceuticals bottles to G Ltd for Euro 12 lacs on
1st February, 20X1. The cost of these bottles was T 830 lacs in the books of
M Ltd at the time of sale. At the year-endi.e. 315t March, 20X1, all these bottles
were lying as closing stock and payable with G Ltd.
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Euro is the functional currency of G Ltd. while Indian Rupee is the functional
currency of M Ltd.

Following additional information is available:
Exchange rate on 1st February, 20X1 1 Euro =% 83
Exchange rate on 31st March, 20X1 1 Euro=% 85

Provide the accounting treatment for the above in books of M Ltd. and G Ltd.
Also show its impact on consolidated financial statements. Support your answer
by Journal entries, wherever necessary, in the books of M Ltd. (6 Marks)

Or

A company had purchased an asset at ¥ 1,00,000. Estimated useful life of the
asset is 5 years and depreciation rate is 20% SLM. Depreciation rate for tax
purposes is 25% SLM. The operating profit is ¥ 1,00,000 for all the 5 years.
Tax rate is 30% for the next 5 years.

Calculate the Book Value as per financial and tax purposes and then DTL.
(6 Marks)

X Ltd. purchased a patent right on 1st April, 20X1, for ¥ 3,00,000, which has a
legal life of 15 years. However, due to the competitive nature of the product,
the management estimates a useful life of only 5 years. Straight-line
amortisation is determined by the management to be the best method. As at
1st April, 20X2, management is uncertain that the process can actually be made
economically feasible and decides to write down the patent to an estimated
market value of ¥ 1,50,000 and decides to amortise over 2 years. As at
1st April, 20X3, having perfected the related production process, the asset is
now appraised at a value of ¥ 3,00,000. Furthermore, the estimated useful life
is now believed to be 4 more years.

Determine the value of intangible asset at the end of each financial year.
(6 Marks)

At 30t June 20X1, the issued share capital of an entity consisted of 1,500,000
ordinary shares of ¥ 1 each. On 1st October 20X1, the entity issued ¥ 1,250,000
of 8% convertible loan stock for cash at par. Each ¥ 100 nominal value of the
loan stock may be converted, at any time during the years ended 20X6 to 20X9,
into the number of ordinary shares set out below:

30" June 20X6: 135 ordinary shares;
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30" June 20X7: 130 ordinary shares;

30t June 20X8: 125 ordinary shares; and

30t June 20X9: 120 ordinary shares.

If the loan stocks are not converted by 20X9, they would be redeemed at par.

The written equity conversion option is accounted for as a derivative liability and
marked to market through profit or loss. The change in the options’ fair value
reported in 20X2 and 20X3 amounted to losses of ¥ 2,500 and ¥ 2,650
respectively. It is assumed that there are no tax consequences arising from
these losses.

The profit before interest, fair value movements and taxation for the year ended
30" June 20X2 and 20X3 amounted to ¥ 825,000 and ¥ 895,000 respectively
and relate wholly to continuing operations. The rate of tax for both periods is
33%.

Calculate Basic and Diluted EPS. (8 Marks)

On 1st January 20X8, entity J enters into a one-year contract with a customer to
deliver water treatment chemicals. The contract stipulates that the price per
container will be adjusted retroactively once the customer reaches certain sales
volume, defined, as follows:

Price per container Cumulative sales volume
%100 1 - 1,000,000 containers

90 1,000,001 - 3,000,000 containers
T 85 3,000,001 containers and above

Volume is determined based on sales during the calendar year. There are no
minimum purchase requirements. Entity J estimates that the total sales volume
for the year will be 2.8 million containers, based on its experience with similar
contracts and forecasted sales to the customer.

Entity J sells 700,000 containers to the customer during the first quarter ended
31st March 20X8 for a contract price of ¥ 100 per container.

How should entity J determine the transaction price? (5 Marks)
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Following is the balance sheet of Kuber

Limited for the year ended

31 March, 20X2 (% in lacs)
20X2 20X1
ASSETS
Non-current assets
Property, plant and equipment 13,000 12,500
Intangible assets 50 30
Other financial assets 145 170
Deferred Tax Asset (net) 855 750
Other non-current assets _ 800 __ 770
Total non-current assets 14,850 14,220
Current assets
Financial assets
Investments 2,300 2,500
Cash and cash equivalents 220 460
Other current assets 195 85
Total current assets 2,715 3,045
Total assets 17,565 17,265
EQUITY AND LIABILITIES
Equity
Equity share capital 300 300
Other equity 12,000 8,000
Total equity 12,300 8,300
Liabilities
Non-current liabilities
Financial liabilities
Long-term borrowings 2,000 5,000
Other non-current liabilities 2,740 3,615
Total non-current liabilities 4,740 8,615
Current liabilities
Financial liabilities
Trade payables 150 90
Bank overdraft 75 60
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Other current liabilities 300 200

Total current liabilities 525 350
Total liabilities 5,265 8,965
Total equity and liabilities 17,565 17,265

Additional Information:
(1) Profit after tax for the year ended March 31, 20X2 - ¥ 4,450 lacs
(2)  Interim dividend paid during the year - ¥ 450 lacs

(3)  Depreciation and amortisation charged in the statement of profit and loss
during the current year are as under

(@) Property, Plant and Equipment - T 500 lacs
(b) Intangible Assets - ¥ 20 lacs

(4)  During the year ended March 31, 20X2 two machineries were sold for
¥ 70 lacs. The carrying amount of these machineries as on
March 31, 20X2 is T 60 lacs.

(5)  Income taxes paid during the year ¥ 105 lacs

(6)  Other non-current / current assets and liabilities are related to operations
of Kuber Ltd. and do not contain any element of financing and investing
activities.

Using the above information of Kuber Limited, construct a statement of cash
flows under indirect method. (9 Marks)

Mercury Ltd. has sold goods to Mars Ltd. at a consideration of T 10 lakhs, the
receipt of which receivable in three equal installments of ¥ 3,33,333 over a two
year period (receipts on 1st April, 20X1, 31st March, 20X2 and 31st March, 20X3).

The company is offering a discount of 5 % (i.e. ¥ 50,000) if payment is made in
full at the time of sale. The sale agreement reflects an implicit interest rate of
5.36% p.a.

The total consideration to be received from such sale is at ¥ 10 Lakhs and hence,
the management has recognised the revenue from sale of goods for T 10 lakhs.

Analyse whether the above accounting treatment made by the accountant is in
compliance of the Ind AS. If not, advise the correct treatment along with working
for the same. (5 Marks)
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Alaap Ltd.’s directors feel that the company needs a significant injection of capital
in order to modernize plant and equipment as the company has been promised
firm orders if it can produce goods of international standards. The current lending
policies of the banks require prospective borrowers to demonstrate strong
projected cash flows, coupled with a Debt Service Coverage Ratio exceeding 10.
However, the current projected statement of cash flows does not satisfy the bank’s
criteria for lending. The directors have told the bank that the company is in an
excellent financial position, the financial results and cash flow projections will
meet the criteria and the chartered accountant will submit a report to this effect
shortly. The chartered accountant has recently joined Alaap Ltd. and has openly
stated that he cannot afford to lose his job because of financial commitments.

Discuss the potential ethical conflicts which may arise in the above scenario and
the ethical principles which would guide how the chartered accountant should
respond to the situation. (5 Marks)

MINDA issued 11,000 share appreciation rights (SARs) that vest immediately to
its employees on 1st April, 20X0. The SARs will be settled in cash. Using an
option pricing model, at that date it is estimated that the fair value of a SAR is
% 100. SAR can be exercised any time until 31st March, 20X3. It is expected that
out of the total employees, 94% at the end of the period on 31stMarch, 20X1, 91%
at the end of next year will exercise the option. Finally, when these were vested
i.e. atthe end of the 3 year, only 85% of the total employees exercised the option.

Fair value of SAR 4
31st March, 20X1 132
31st March, 20X2 139
31st March, 20X3 141
Pass the Journal entries? (4 Marks)
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