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Questioni 1 TYK 6 ICAI STUDY MATERIAL

X Ltd. purchased a standardised finance software at a list price of ¥30,00,000 and paid
50,000 towards purchase tax which is non-refundable. In addition to this, the entity was
granted a trade discount of 5% on the initial list price. X Ltd. Incurred cost of ¥7,00,000
towards customisation of the software for its intended use. X Ltd. purchased a 5 year
maintenance contract with the vendor company of ¥2,00,000.

At what cost the intangible asset will be recognised?
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Question# 2 ILL 4 ICAI STUDY MATERIAL

Venus India Private Ltd acquired a software for its internal use costing ¥10,00,000. The
amount payable for the software was 600,000 immediately and 400,000 in one year time.
The other expenditure incurred were:-

e Purchase tax:%1,00,000; Entry Tax : 10% (recoverable later from tax department)

o |Legalfees: 87,000 Consultancy fees forimplementation : ¥1,20,000

e cost of capital of the company is 10%.

Calculate the cost of the software on initial recognition using the principles of Ind AS 38

Intangible Assets. P |
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Question# 3 TYK 9 ICAI STUDY MATERIAL

X Ltd. acquired a patent right of manufacturing drug from Y Ltd. In exchange X Ltd. gives its
intellectual property rightto Y Ltd. Current market value of the patent and intellectual
property rights are 320,00,000 and ¥18,00,000 respectively.

At whatvalue patent right should be initially recognised in the books of X Ltd. In following two
situations?

(a) X Ltd. did not pay any cashto Y Ltd.

(b) X Ltd. pays ¥2,00,000 to Y Ltd.
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Question# 4 ILL 6 ICAI STUDY MATERIAL
Sun Ltd acquired a software from Earth Ltd. in exchange for a telecommunication license. The
telecommunication license is carried at ¥3,00,000 in the books of Sun Ltd. The Software is
carried at%10,000 in the books of the Earth Ltd which is not the fair value.

Advise jo@es in the following situations in the books of Sun Ltd and Earth Ltd:

1.

2.

P&’\“\‘\ Y&q-\ D sTEEYS

o PR \QSES53
Vo Lok 9 SEEED

Fair value of software is ¥5,20,000 and fair value of telecommunication\ttense is

%5,00,000.
Fair Value of Software |36t measureabﬁ However similar Telecommunication
license is transacted by anothercompany at 34,90,000.

Neither Fair Value of Software nor Telecommunication license could be reliably

measured. - -
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Question# 5 TYK 1 ICAI STUDY MATERIAL

X Ltd. is engaged in the business of publishing Journals. They acquired 50% stake in Y Ltd., a
company in the same industry. X Ltd. paid purchase consideration of X1 O,,OOIOO,OOO and fair
value of net asset acquired is ¥8,50,00,000. The above purchase consideration includes:

(a) 30,00,000 for obtaining the skilled staff of wg_

(b) ¥50,00,000 by way of pgyment towards 'Non-compete Fee' so as to restrict

Y Ltd. to compete in the same line of business for next 5 year

How should the above transactions be accounted for by X Ltd? »
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Question# 6 ILL 5ICAI STUDY MATERIAL

On 31st March 20X1, Earth India Ltd paid ¥50,00,000 for a 100% interest in Sun India Ltd. At
that date Sun Ltd's net assets had a fair value of ¥30,00,000. In addition, Sun Ltd also held the
following rights:

Trade Mark named "GRAND" - valued at ¥180,000 using a discounted cash flow technique.
Sole distribution rights to an electronic product. Future cash flows from which are estimated
to be ¥150,000 per annum for the next 6 year

10% is considered an appropriate discount rate. The 6 year, 10% annuity factoris 4.36.
Calculate goodwill and other Intangible assets arising on acquisition.

Also calculate Impairment loss, if recoverable amount of NA of Sun Ltd after 2 years is
%30,00,000
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Question# 7 TYK 7 ICAI STUDY MATERIAL

X Limited in a business combination, purchased the net assets of Y Limited for
%4,00,000 on March 31, 20X1. The assets and liabilities position of Y Limited just

before the acquisition is as follows :

L DISINELRS MENTORING

HARSHIT DWIVEDI

CATOUNOATION | CA INTERMEDIATE | CATIAL

Property, Plant & Equipment

1,00,000

Intangible asset

20,000

Intangible asset

50,000

Cash & Bank

1,30,000

Trade payable

50,000

The fair market value of the PPE, intangible asset 1 and intangible asset 2 is available
and they are ¥1,50,000, 30,000 and 70,000 respectively.
How would X Limited account for the net assets acquired from Y Limited?
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Question# 8 TYK 12 ICAI STUDY MATERIAL
X Ltd. is engaged is developing computer software. The expenditures incurred by X Ltd. in
pursuance of its development of software is given below:
(a) PaidX2,00,000 towards salaries of the program designer . -
) Incurred %5,00,000 towards other cost of completlon of program design. .« P
c) Incurred X2,00,000 towards cost of codlng and establishing technlcalfeaS|b|l|ty Q. P-
d) Paid %7,00,000 for other direct cost after establishment of technical feasublllty DL
e) Incurred X2,00,000 towards other testing com
f) Cost of producing product masters for training material is ¥3,00,000.
g) Afocus group of other software developers was invited to a conference for the
introduction of this new software. Cost of the conference aggregated to %70,000.>o
On March 15, 20X0, the development phase was completed and a cash flow budget was
prepared.Net profit for the year was estimated to be equal ¥40,00,000. How X Ltd. should
account for the above mentioned cost? MAY -
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Question# 9 ILL 8 ICAI STUDY MATERIAL

Expenditure on a new production process in 20X1-20X2:
On 01.04 t0 31.12%2,700

On 01 01 to 37.03 ¥900 \//
The productlon process met the intangible asset recognition criteria for development on Ist
January 20X2. The amount estimated to be recoverable from the process is ¥1,000.

What is the carryini amount of the intangible asset at 31st March 20X2 and the charge to

profit or loss fo - -

Expenditure incurred in FY 20X2-20X3 is X6,000.

'_/— S ———
At 31 st March 20X3, the amount estimated to be recoverable from the process (including
future cash outflows to complete the process before it is available for use is ¥5,000.
What is the carrying amount of the intangible asset at 31st March 20X3 and the charge to
profit or loss for 20X2-X37?
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Question# 10 TYK 8 ICAI STUDY MATERIAL

X Ltd. acquired Y Ltd. on April 30, 20X1. The purchase consideration is ¥50,00,000. The fair
value of the tangible assets is 45,00,000. The company estimates the fair value of "in-
process research projects” at¥10,00,000. No other Intangible asset is acquired by X Ltd. in

the transaction. Further, costincurred by X Ltd. in relation to that research projectis as
follows:

(a) ¥5,00,000 - as research expenses
(b) ¥2,00,000 - to establish technological feasibility
(c)X7,00,000 - for further development cost after technological feasibility is established.

Atwhat amount the intangible asset should be measured under Ind AS 38?
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Question# 11 TYK 14ICAI STUDY MATERIAL
X Ltd. decides to revalue its intangible assets on April 1,20X1. On the date of revaluation, the
intangible assets stand at a cost of ¥1,00,00,000 and accumulated amortisation is
40,00,000. The intangible assets are revalued at ¥1,50,00,000.

How should X Ltd. Account for the revalued intangible assets in its books of account?
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Question# 12 ILL9 ICAISTUDY MATERIAL
1. Saturn Ltd. acquired an intangible asset on 31 st March 20X1 for%1,00,000. The asset
was revalued at 1,20,000 on 31st March 20X2 and 85,000 on 31 March 20X3.
2. Jupiter Ltd. acquired an intangible asset on 31st March 20X1 forX1,00,000. The asset
was revalued at 85,000 on 31st March 20X2 and at ¥1,05,000 on 31st March 20X3.
Assuming that the year-end for both companies is 31st March, and that they both use
the revaluation model, show how each of these transactions should be dealt with in the
financial statements.
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X Ltd. purchased a patent right on April 1, 20X1, for X3,00,000; which has a legal life of 15 year
However, due to the competitive nature of the product, the management estimates a useful
life of only 5 year Straight-line amortisation is determined by the management to be the best
method. As at April 1, 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 year As at April 1, 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 year.

Determine the value of intangible asset at the end of each financial year?
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Question# 14 ILL-10 ICAISTUDY MATERIAL
X Limited engaged in the business of manufacturing fertilisers entered into a technical
collaboration agreement with a foreign company Y Limited. As a result, Y Limited would
provide the technical know-how enabling X Limited to manufacture fertiliser in a more
efficient way. X Limited paid ¥10,00,00,000 for the use of know-how for a period of 5 year X
Limted estimates the production of fertiliser as follows:

YEAR (IN MT)
. 50,000
I, 70,000
. 1,00,000
V. 1,20,000
V. 1,10,000

At the end of the 1st year, it achieved its targeted production. At the end of 2nd year, 65,000
e —

metric tons of fertiliser was being manufactured, and X Limited considered to revise the ‘
estimates for the next 3 year The revised figures are 85,000,1,05,000 and 1,15,000 metric tons

for year 3, 4 & 5 respectively. "\
How will X Limited amortise the technical know-how fees as per Ind AS 387?
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