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QUESTION # 1

Classify whether following arg FAjare not:
1. Cash —

2. Bank balance
3. Debtors

4. Stock or inventory
5..PPE

6. Intangibles
7

8

9

S

. Investment property

. Advance to supplier

. Advance to supplier re
contract is cancelled®
10. Security depgsi
11. Bills receiya

dable since the

\<22~<ZZ~<<<

Yes f/ kfjundabic , No ’C/ Not :?g/vhdablc'

vestment in preference share
surance claim receivable

18. Legal case

19. Guarantee received from third party on
behalf of debtors

20. TDS/ tax refundable N

21. Commodity market contract to purchase ... | No i Groon Setifemeni AY i Net Settted
22. Prepaid expense Y N V

23. Investment in Mutual fund units y

24. Investment in real estate N
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QUESTION # 2

Classify whether following are Ff(are not:
&&= | 1. Creditors

: 11| 2. Bills payable

_f| | 3. Provision for tax

4. Other provisions

Y
Y
n
N
5. Loan taken ¥ FL
Y
N
Y
£

FL
FL

6. Outstanding interest FL
7. Advance from customer
8. Debentures — redeemable F/
Equi
U

9. Debentures — convertible

10. Debentures — convertible or redeemable at '
the option of the holder

11. Debentures — convertible or redeemable at
the option of the issuer

12. Interest on debentures

13. Preference share — redeemable

14. Preference share — convertible I
15. Preference share — redeemable or v
convertible at the option of holder \ L

16. Preference share — redeemable or E .
convertible at the option of issuer qul ?
17. Arrears gpreference dividend — non

cumulative

18. Arrears o preference dividend — cumula FL
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ILL-3, ICAI STUDY MATERIAL
pond at principal amount of CU 1000 per bond. The terms of bond require annual
perpetuity at a stated interest rate of 8 per cent applied to the principal amount of
CU 1000. Assuming 8 per cent to be the market rate of interest for the instrument when it was
issued, the issuer assumes a contractual obligation to make a stream of future interest payments
having a fair value (present value) of CU1,000 on initial recognition.

Evaluate the financial instrument in the hands of both the holder and the issuer.
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QUESTION #4
A Ltd. (the ‘Company’) makes a ba
INR 10 lacs and an annual intere
Now, Company defaults at t th year and consequently, a rescheduling of the payment
schedule is made beginnipg 6tRyyear onwards. The Company is required to pay INR 13, 00,000 at
the end of 6th year fgr ime settlement, in lieu of defaults in payments made earlier.

ILL-5, ICAI STUDY MATERIAL

g R 10 lacs from RBC Bank, with bullet repayment of
ot 12% per annum.

1. Does the aboVgyi mnent meet definition of financial liability? Please explain.
2. Analyse théwdi tial amount to be exchanged for one-time settlement.
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QUESTION # 5 ILL-6, ICAI STUDY IMATERIAL
Silver Ltd. issued irredeemable preference shares with face value of 10 each @ ium of X
90. These shares carry dividend @ 8% per annum, however dividend is pai nen Silver Ltd

declares dividend on equity shares.
Analyse the nature of this instrument
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QUESTION # 6 ILL-7 , ICAI STUDY MATERIAL

A Ltd. invests in €@ .( orily convertible preference shares (CCPS) issued by its subsidiary — B Ltd.
at 1,000 ea 0¥ace value + X990 premium). Under the terms of the instrument, each CCPS is
compulsatily conertible into one equity share of B Ltd at the end of 5 years. Such CCPS carry
divide 2% per annum, payable only when declared at the discretion of B Ltd.

EVQ is Under definition of financial instrument
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QUESTION # 8 ILL-6 ,ICAI STUDY MATERIAL

LMN Ltd. issues preference shares to PQR Ltd. These preference shares are redeemable at the end
! of 5 years from the date of issue.

" The instrument also provides a settlement alternative to the issuer whereby it can transfer a

particular commercial building to the holder, whose value is estimated to be significantly higher
than the cash settlement amount.

Examine the nature of the financial instrument.
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share to C Ltd. Th n is exercisable anytlme for a period of 90 days (Amerlcan option’).
Evaluate t nder efinition of financial instrument.
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QUESTION # 10 ILL-8, ICAI STUDY MATERIAL
A Ltd. issues warrants to all existing shareholders entitling them to purchase additional equity
shares of A Ltd. (with face value of X100 per share) at an issue price of X150 per share.
Evaluate whether this constitutes an equity instrument or a financial liability
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QUESTION # 11 {MTP — SERIES | - NOV - 2018}
On 1 January 20X1, Entity X writes a put option over 1,00,000 of its own equity shares for which it
receives a premium of X5,00,000.

Under the terms of the option, Entity X may be obliged to take delivery of 1,00,000 of its own
shares in one year’s time and to pay the option exercise price of X22,000,000. The option can only
be settled through bhysical delivery of the shares (gross physical smr—

Examine the nature of the financial instrument and how it will be accounted assuming that the

present value of the option exercise price is PARNAE
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X Itd issues 1000, 9% Debentures of:
Show accounting
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QUESTION # 26
X Itd issues 1000, 9% Debentures of 2100 each at a discount of 5% redeemable after 5 years at 10%
premium. Transaction cost of X2 per debenture on acquisition.
Show accounting
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QUESTION # 27
Investment purchased for X100 on 1.3.2018. Its FV as on 31.3.2018 is X106, Oh 3 #2018 these
investments are sold for 110

ol FV methods \Q/
Dode  Poueticolaws /\ FYo(Tr)  Fyocaiv
FAQ o FA Dy lwo

=318 Poachaned
0 ch w  JoBanK o ToBankK v

\3\0

3r31® PV« FAR e FA €
@ To PIL 6 ToocT ¢ ToocT 6
3“? Sold - Bank D 110 gcmkﬂxno Bank D 110
To FAIbS To FALS\  To FAbS

T PiL 4 \%P/za T PiL 4

— OCT b6 Yt 8k f

TLh  OCL#RE



7" = Financiad Awpeds:
HY
OV yiew MENTORING

| 1 QY |

RQCCﬁMi‘HOW /VVI cuﬂ@mem() D(’JW % Ain
I 1+ @%?/ Mm(?

i l \) ‘mw\'\m%] % ‘maa })0];

i/
i @y ) wepeo 4%y
| ‘WJPWQ%« ‘g;d:e (S‘va\« Y}

I +H5 \L#6 +Hq ” 5
EvecT futPL ok s - 0’2‘/5 (/
7 /‘?@(/aMi/i'cafion
H=10

> ~

m’mmdmhw\ E 1R 6 Fv TV =I-‘-‘ Fv &*}Qu&\

$ \st\
FA acquie FA a4

q ' C‘; F’?/l)/ 0 +h 01 Hian )—> Modf//cm%m
(M RoTI) Fv /m Ro1 Zb We sdorve h)miy(y
+H) +3 > ﬁ/oahh RoT

LD P?)f ev‘oj,y
5 Demand }boJH

”y,/bwehm’h# /p-/f




“ “Indwoduve fHon

Under +his methed , enhﬁ Should er
ini U0 aoaamde FA MENTORING
C'a/v‘vr @ dposting with ‘T/C) and noK@TV

Pcag/')l/ e Z/V ;a fe &(y%//@me
}\% vhwe e @ £IR

“ToansacHon Valye &m ald o a(qwute
(Tv) /E// Wi initied Conh

6 DU%V//OW
*TRR means +hat Rade %im’@r&/
Q\ lWheone
Q Dy 00/ Conh ;nol/w - Pl/o/ (e 00%/0&7

(Ca:hf)md 7o acywﬂf’ FA)
A ND AL Calls #in T RR an £IR-

#9 FA- acined @ Fvj@mror | (Fr=T)



V' FA acquised of FV
' EIR = MRoI HD

MENTORlNG

IIIIIIIIIIIIII

—S+teps +o Solye

S%e/N Detormine Cashflows Jor e@
Stepr  Calevlade E£IR (2/
either EIR = Cou]by& lse Calevletr
FIR uun ?/

Sten3 Amwﬁ&a#an
S%e/bll AlCin

i\no T_**M\Q \ ~ DR —>@ vV

To Bank ARR

\Q\m e th% ) ke FA  xx x

“‘&Vé To ik Untowe) R%A

\ (o= "\ wi)

Qm\;o Mhouanm Qn \)wa&«% k\v&>

'\) e \\wewd
Q E S Sark Dol

—QS‘;A R RN

QUESTION # 28 ILL- 2, ICAI STUDY MATERIAL
ABC Bank gave loans to a customer — Target Ltd. that carry fixed interest rate @ 10% per annum for
a 5 year term and 12% per annum for a 3 year term. Additionally, the bank charges processing fees
@1% of the principal amount borrowed. Target Ltd borrowed loans as follows:

- INR 10 lacs for a term of 5 years

- INR 8 lacs for a term of 3 years.

Compute the fair value upon initial recognition_of the loan in books of Target Ltd. and how will

loan processing fee be accounted ?
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QUESTION # 29

10% Debentures of X100,000 issued at 10% premium and redeemable at 20% premium. Legal and
other charges relating to acquisition of such investments is 2,000.

Administrative Cost incurred is X1,500. Debenture is redeemable after 3 years. Assume SPPI test is
met and BM is to hold. V) -
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QUESTION # 30 LL-21, ICAI STUDY MATERIAL
Containers Ltd provides container for use by customers for multiplegurposes. Containers are
returnable at the end of théservice contract perio d(3 rs) Between Containers Ltd and its
customers. In addition to the monthly charge, there is'a security deposit that each customer makes
with Containers Ltd for INR 10,000 per container a @ chideposit is refundabl;e when the service
contract terminates. Deposits 8o not carry any, mg; 9 Analyse the fair value upormm—
recognition in books of customers leasing co arket rate of interest for 3 year loan is 7%
per annum.

SHow Accounting.
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A company has a interestfsecurity deposit of 1,00,000 to franchisor for a period of 3 years. Market
Rate of Interest (MROI) is 12%.
Show accounting
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QUESTION # 32
A company has given loan of 10,00,000 to its emg @ ces'\at a concessional rate of 6% per annum.

Loan is repayable in 4 equated annual mstalm \ @ | is 10% per annum.
Show Accounting.
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QUESTION # 33 {Adopted MTP — SERIES | — MAY - 2018 & 19}
As part of staff welfare me@sures)Y Co Ltd. has contracted to lend to its employees sums of money
at 5% per annum rate of i st. The amounts lent are to be repaid along with the interest in five
equal instalments. T X rate of interest is 10% per annum for comparable loans. Y lentX
16,00,000 to its e eés on 1st Jan 20X1.

Mg_the p les of recognition and measurement as laid down in Ind AS 109, you are

required cord the entries for the year ended 31 December 20X1, for the transaction and also
lue of loan initially to be recognised and amortised cost for all subsequent years.

putpose of calculation, following discount factors at interest rate of 10% per annum may be
1 - At the end of year —

YEAR 1 2 3 4 5

.909 .827 251 .683 .620

Show Accounting
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QUESTION # 34

XYZ Itd grants loans to'its'employees at 4% amounting to X 10,00,000 at the beginning of 2015-16.
The principal amou

1tNsrepaid over a period of 5 years whereas the accumulated interest computed
on reducing balarneeat simple interest is collected inQ equal annual mstalme—nt—i
the principdl@maount. Assume the benchmark interest rate is 8%.
Show the V‘ Unting entries on 1-4-2015 and 31-3-2016.
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QUESTION # 35 ILL-25, ICAI STUDY MATERIAL {ADOPTED - NOV — 2019}

A Ltd has made a security deposit whose details are described below. Make necessary journal
entries for accounting of the deposit. Assume market interest rate for a deposit for similar period to

be 12% per annum.

PARTICULARS DETAILS
Date of Security Deposit (Starting Date) 1-Apr-20X1
Date of Security Deposit (Finishing Date) 31-Mar-20X6
Description Lease




Discount rate 12.00%
_Security deposit 10,00,000

‘ Total Lease Period (Years) 5 ‘
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QUESTION # 36 ICAI STUDY MATERIAL { MAY - 2018}

A limited issued redeemable preference shares to a hald @;w pany —Z limited. The terms of the
instrument have been summarised below. Accoungsfer this in the books<af Z limited

Nature {Non-curpulatifie preference share>
Repayment Redeemabl@aftér 5 years

Date of allotment
Date of repayment
Value of preference share issued
Dividend rate .
Market rate of interest
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QUESTION # 37 {NOV -18 }

ehce between the transactlon price and the fair value on initial recognition in

(Assume 12% is based of level 1 input)
. R ———
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QUESTION # 38

15% cumulative preference shares acquired of 10,000 redeemable after 5 years.
1st and 2nd years’ dividend is received and 3rd year’s dividend is in arrear. Investor expects

dividend of 3rd, 4th and 5th year to be realised on redemption.
MENTORING
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