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QUESTION # 2 EXAMPLE 34 OF ICAI SM
An entity issued 100 shares each to its 2,000 employees subject to service condition of next three
e s A, leles Colle EXL thiee
years. Grant date fair value of shares is INR 200 each There is an expectation that employee will
remam in service @

. g.':"__% at the gnd of first year
* Revised to 92% at the end of second year

S
» 88% employees remaining at the end of third year.
(Pass journal entries. N
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QUESTION # 1

employment.

all of them exercised their options.
Pass the Journal entries.
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{SM — ILLUSTRATION - 1}
ABC Limited granted to its employees, share options with a fair value of INR 5,00,000 on 1 April
2010, if they remain in the organization upto
On 31st March 2011, ABC limited expects only 919

31st March 2013.
the employees to remain in the

On 31st March 2012, company expects only 89% of the employees to remain in the employment.

However, only 84%/642 employees remained in the organisation at the end of March, 2013 and
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QUESTION # 3 PRACTICE Q.7 OF ICAI SM ,{ RTP MAY 23 }
Entity A runs a copper-mining business. Entity A has a year-end of 31st March. Dividends declared

on the shares accrue to the employees during the three-year period. If the condition is met, the
employees will receive the shares together with the dividends that have been declared on those
shares during the three years upto 31st March, 20X3,

The entity estimates that on 1st April, 20X0 its shares are valued at X 10 each. The grant date fair

amount of each share is X10. _

Entity A prepares annual financial statements for the year ended 31 st March and:

on 1st April, 20X0 it estimates that 800 shares will vest;

at the end of the first year (31st March, 20X1) it has revised this estimate t

at 31st March, 20X2 it has further revised this estimate to 750; and

750 shares vest on 31st March, 20X3 based on the number of employees still employed on that

date. ;

On 1st April, 20X0 as part of a long-term incentive scheme, Entity A provisionally awards its sales

employees 1,000 Entity A’s shares receivable on 31st March, 20X3. Explain the accounting
— — ——

treatment for the above share-based awards based on satisfaction of the condition that the sales

employees must remain in employment until 31st March, 20X3. The requirement to remain in

employment is a service condition and would not be reflected in the fair value of the share

awards. _

PN\’\"\Q\)\(‘.U\/\' A\-3-o| Q\=y=o) | Uy~

QC) o 'Bé QM‘)\Q\(\M Q‘R‘Qu«ka 4 Qo FSo ERYS



‘o Qb\\/\\s\e‘re BVaY
gy < o b o
by ENTORING
N Q‘\Ib& mk*ﬁow» (etae Tlo S | Zie
V)

Q) Y utiod &&\*\'@K \/3 A Vs
TS ’\ﬁk\ Q‘K\QQ‘MR (Qm\mc(x(\) 2Lhuo Soeo T Swo
— Exb- dudior seto %mw — (24w) | (Sewo)
(\‘\.X\)Q\N\R ?Qm Yy 2 (e PEIN N DA

o

J\-Yol AF3o) N ¥]
Rt O Y. fus Yo 25w
o IBT Ruvwowe 20w 24 wo BIYN

PlL Uy \ 1 \9
To LAY

QUESTION #4

Omega grants 120 share options to each of its 460 employees, with vesting period of
3 years and fair value of option being X12.

Omega estimates that 25% of employees will leave during the three-year period.

Zi,en(ﬁloyees leave. Omega revises its estimate of total leave over the
three- year period from 25% to 20%.

L _J = : 7
Another 22 e yee’s leave. Omega revises its estimate of total leave
over the three-year period from 20% to 15%.
A further 13 epafloyees leave
Calculate the amounts to be recognised for services received.
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QUESTION #5

An entity has a reporting date of 31st. Decem

On 1st January 2021 it grants 100 share options to each of its 500 employees. Each grant is
conditional upon the employee working for the ent1ty until 3 3lst December 2023. At the grant grant date

the fair value of each share option is 15..

Calculate the remuneration expense that will be recognised in each of th

of the share-based payment scheme

G,

During 2021

20 employees leave and the entity estimates that a total of 20% of the 500
employees will [eave during the three-year period.

C—

During 2022

a further 20 employees leave and the entity now estimates that only 15%
of the original 500 employees will leave during the three-year period.

———

During 2023

| Afurther 10 employees leave
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QUESTION #6 P.M. OLD SYLLABUS

At the beginning of year 1, an enterprise grants 300 options to each of its ,"' employees. The_

contractual life (comprising the vesting period and the exercise period) of options granted is 6

years.
Vesting Period and Exercise Period 3 yvears each —
Exercise Price and Market Price 4@0 eaW
Expected forfeitures per year 3%
Fair value of the option C?ls per om
N ——

Actual forfeitures, during the year 1, are 5 per cent and at the end of year 1, the enterprise still
expects that actual forfeitures would average 3 per cent per year over the 3-year vesting period.
During the year 2, however, the management decides that the rate of forfeitures is likely to
continue to increase, and the expected forfeiture rate for the entire award is changed to 6 per cent
per year.

It is also assumed that 840 employees have actually completed 3 years vesting period. Calculate
the remuneration expense that will be recognised in each of the three years of the share-based

payment scheme.
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QUESTION #7 Q.5 OF ICAI SM
Entity X grants 10 shares to its 1000 employees on the conditions as below-

1. Service condition to remaini?serLce__&’Entity's_ﬂx_T_wilI reach to
2. Expected to reach PAT of INR 100 Million by end of 3 years

—_—

3. Fairvalue at Grant date is INR 100
4. Expected for vesting right by 1st yehen it revises {0 95% by 2nd year and finally to
#9 -

% by)3rd year.
Calculate expenses for next 3 years on account of Share-based payment?
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QUESTION # 8

{ILL 7 ICAI SM ,SIMILAR TO MTP MAY - 18,19 NOV -18 }
Issue is calculation of employees

Ankita holding Inc. grants 100 shares to each of its 500 employees on 1st January 2021. The
employees should remain in the service during vesting period. The shares will vest at the end of

— P N
if the company’s grni@ increasel b¥ 12% 2

period

2nd year if the company’s earnings increase by more thar{_ 20%!over 2 year

—_—

period

3rd year if the company’s earnings increase by more th

dﬁ 22% gver 3 year

e
The fair value per share at the grant date is @R 122)

Pl

In 2021

2022.

Earnings increased by 10% and 29 em\';ﬂ)yees left the organisation. The
organisation expects that earnings will continue at similar rate in 2022

he end of 2022. The company
— -

and expects that the will v

also expects that@dditional 31 e

L
\ g

mBIpyees ill leave the organisation in

At the end of 2022

The company’s earning’s increased by 18%, therefore shares did not vest.
Only 29 employees left the organisatiomring 2022. Company be.liﬂels_
that additional 23 employees will leave in 2023 and earnings will further
increase so that performance target will be achieved in 2023.

At the end of 2023

Only 21 employees have

met.

anisation. Assume the company’s

T

earnings have reached the(desired levelyand performance target has been

Pass journal entries \_7

P oatiteuloon:

Q‘) no -03 ¢ \Q\Qw Q*&\{u«‘«&
to Compleie \-P:
\0) No- ol obowma P
M \§ Uﬁ k)
) Q‘\)b& b&v‘viovv) (olye
RNAVD)
Q) P uiiod &&\"r&r\
TS ded anbewe Lanpron)

2024

T\1LL

PXPYDR

Seo
— AN
— 2y

—

8\Yy

\6o

T\

2 /s

AP

Soo
Xy
—2

A

\so

T \LL

73

24 ®0

340TRG2

S 13600




”'(x:.n‘? Qw\\m NeLo @ nised - — (LERA ) | (3A0TBLH)
?Q\“ (\f P W RO \(')_3%“ \TLR33%

! B\U\y\‘)& N

CAOUNDATION | CA INTERMEDIATE | CATIMAL

Doh) PRI 2023

TRt Ox Usaes  [LIREE  (TIR3D
To SRPR. eres  (LWe7 1T

P“— Rbﬂ M 19 V)

To F_\)\ B3

QUESTION #9 OLD SYLLABUS SM

Issue is calculation of employees and vestin, riod
At the beginning of year 1, an enterprise grants stock options to each of its 100 employees
working in the sales department. The stock options will vest at the end of year 3, provided that the
employees remain in the employment of the enterprise, and provided that the volume of sales of
a particular product increases by azleast an average of 5 per ﬁat peryear. S-L & ¥-C°
» If the volume of sales of the product increases by an average of between 5 per cent and 10 per

ALl FAE

cent per year, each employee will receive k options.
» If the volume of sales increases by an average of between 10 per cent and 15 per cent each year,
each employee will receive 200 stock options.
¢ |f the volume of sales increases by an average of 15 per cent or more, each employee woill
receive 300 stock s.
On the grant date, the enterprise estimates that the stock options have a fair value of X 20 per
om. The enterprise also estimates that the volume of sales of the prod.u_ci\.lvill increase by an
average of between and therefore expects that, for each

employee who remains in service until the end of year 3, 200 stock options will vest. The
enterprise alsn the basis of a weighted avera ge probability, 20 per cent of employees

will leave before the'end of year 3. By the end of yegr 1,7employees have left and the enterprise
still expects that a total of 20 employees wrll leave by the end of year 3. Product sales have
increased by 12 per cent and the enterp pects this rate of increase to continue over the next

————— —
2 years. By the end of year2,¢é further 5 employees have lef). The enterprise now expects that

only 3 more employees will leave during year 3. Product sales have increased by 18 percent,
resulting in an average of 15 per cent over the two years to date. The enterprise now expects that
sales increase will average 15 per cent or more over the three- year period, and hence expects
each sales employee to receive 300 stock options at the end of year 3.

By the end of year 3, a further two employees have left. Hence, 14 employees have left during the
three-year period, and(86 employees remainy The sales of the enterprise have increased by an
average of 16 per cent over the three years. Therefore, each of the 86 employees receives 300
stock options.

Pass journal entries‘.'/
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QUESTION # 10 OLD SYLLABUS SM
Issue is change in FV of options

At the beginning of year 1, an enterprise grants 10,000 stock options to a senior executive,

conEi_ﬁgl_algpgﬂ the executive remaining in the employment of the enterprise until the end of

year 3.

The exercise price is 240. However, the exercise price drops to %30 if the earnings of the enterprise

increase by at least an average of 10 per cent per year over the three-year period.

On the grant date, the enterprise estimates that the fair value of the stock options, with an

exercise price of 30, is X16 per optig )% > N

If the exercise price is 40, the enterprise estimates that the stock options have a fair value of 12 _

— 7

—

pgroption—
t/IS?Jring year 1, the earnings of the enterprise increased nd the enterprise expects

that earnings will continue to increase at this rate over the wo years. The enterprise,
therefore, expects that the earnings target will be achieved, and hence the stock options will have

an exercise price of X30. ,,\//’

During year 2, the earnings of the enterprise increased by 13 per cent, and the enterprise

continues to expect that the earnings target will be achieved. During year 3, the earnings of the

enterprise increased by(nly 3 ger cent))and therefore the earnings target was not achieved. The
o‘ . - - . . -

executive completes thre€ years' service, and therefore satisfies the service condition. Becaui the

- —
earnings target was not achieved, the 10,000 vested stock options have an exercise price ©
Journalise —
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QUESTION # 11 { OLD SM ILLUSTRATION - 8 }

Performance Conditions (Reversals)
ACC limited granted 10,000 share options to one of its manager. In order to get the options, the

= S 2 R T T
manage r next 3 years in the organization and reduce the cost of production by
S — —
[ 10% over the next 3 years.
air value of the option at Grant date was

Cost reduction achieved-

12% Achieved —_~
8% — Not expected to vest in future ‘<
10% L~ Achieved ~~

How tould be recorded?
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QUESTION #13

— (66 67) ©
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{SMTYKQ. NO 4}

An Entity P issues Share based payment to its employees, details are

No. of employees

100 nos

Fair value at Grant date

INR 25

Market condition

Share price to reach at INR 30

Service condition

To_remain in service until market condition is met

Expected completion of market
condition

(4 years)W

Define expenses each year subject to the below scenarios-

(a) Market condition meets in the year 3, QR
(b) Market condition meets in theyear5
|
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QUESTION # 14 IFRS

At the beginning of year 1, an enterprise grants 10,000 stock options to a senior executive,
conditional upon the executive remaining in the employment of the enterprise until the end of
year 3. However, the stock options cannot be exercised unless the@hare price has increased from
X 50 at the beginning of year 1 to above %65 at the end of year 3. If the share price is above %65 at
the end of year 3, the stock options can be exercised at any time during the(next seven years)i.e.
by the endTyear 10. GC j
The enterprise applies a binomial option pricing model, which takes into account the possibility

that the share price will exceed X65 at the end of year 3 (and hence the stock options become
ty tha e

exercisable) and the possibility share price will(hot exceed %65 3t the end of year 3 (and

hence the options will not' become exercisable). It estimates the fair value of the stock options

—_—

with this market condition to be\§24 pgrzéption.x
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QUESTION # 15 ILL 10 ICAI SM

On 1st January 2021, one hundred employees were given 50 share options each. These will vest if
the employees still work for the entity on 31st December 2022 and if the share price on that date

is more than X5.
On 1st January 2021, the fair value of the option
The share price on 31st December 2021 was X3 and it was considered unlikely that the share price
would rise toX 5 by 31st December 2022.
—— ———— e
Ten employees left during the year ended 31st December 2021 and a further ten are expected to

leave in the following year.
How should the above transaction be accounted for in the year ende@
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QUESTION # 16 { SM ILLUSTRATION 10}

Marathon Inc. has issued 150 share options to each of its 1,000 employees subject to the service
condition of 3 years. Fair value of the option given was calculated at INR 129. The below are the

details related to the SBP plan-

35 employees I_ﬂt. and further 60 employees are expected to leave
Share options re-priced (as MV of shares has fallen) as the FV had fallen
to INR 50. After the re-pricing they are now worth INR 80, hence
experﬁs expected to increase by INR 30

30 left, further 36 expected to leave

38 left -
\ g

How the modification/ re-pricing will be accounted?
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QUESTION # 17 PRACTICE Q.2 {MTP — SERIES | — A P- 2019} / {RTP — NOV - 2019}

March, 2024.

value of an option was X1.20.

A Ltd. had on 1st April, 2021 granted 1,000 share options each to 2,000 employees. The options
are due to vest on 31st March, 2024 provided the employee remains in employment till 31st

On 1st April, 2021, the Directors of Company estimated that 1,800 employees would qualify for
the option on 31st March, 2024. This estimate was amended to 1,850 employees on 31st March,
2022 and further amended to 1,840 employees on 31st March, 2023. On 1st April, 2021, the fair

The fair value increased to X1.30 as on 31st March, 2022 but due to challenging business
conditions, the fair value declined thereafter.

In September, 2022, when the fair value of an option was %0.90, the Directors repriced the option
and this caused the fair value to increase to X1.05. Trading conditions improved in the second half
of the year and by 31st March, 2023 the fair value of an option was %1.25.

A Ltd. decided that additional cost incurred due to repricing of the options on 30th September,
2022 should be spread over the remaining vesting period from 30th September, 2022 to 31st
March, 2024.

The Company has requested you to suggest the suitable accounting treatment for these
transaction as on 31st March, 2023
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