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Company A acquires 100% share capital of company B for 2500 lakhs. It is required to pay 200
lakhs upfront and remaining 300 lakhs after a period of 2 year, the relevant market rate of interest

for an instrument with 2 year maturity is 10% p.a.
What is FV of consideration?
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Question # 12 (ILL 27 OF SM )

Green Itd acquired Pollution Ltd as a part of the arrangement Green Itd had to replace the
Pollution Ltd.'s existing equity-settled award. The original awards specify a vesting period of five
year. At the acquisition date, Pollution Ltd employees have already rendered two years of service.
As required, Green Ltd replaced the original awards with its own share-based payments awards
(replacement award). Under the replacement awards, the vesting period is reduced to 2 years
(from the acquisition date)
The value (market-based measure) of the awards at the acquisition date as are as follows

* Original awards : £ 500

e Replacement awards: X 600
At the acquisition date all awards are expected to vest
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Solution

Pre-combination period

The value of the replacement awards will have to be allocated between the pre-combination and
post combination period. As of the acquisition date, the fair value of the original award (¥ 500)
will be multiplied by the service rendered upto acquisition date (2 years) divided by greater of
original vesting period (5 years) or new vesting period (4 years). Accordingly, ¥ 500 x 2/6=
T 200 will be considered as pre-combination service and will be included in the purchase
consideration.

Post- combination period

The fair value of the award on the acquisition date is ¥ 600 which means the difference between
the replacement award which is ¥ 600 and the amount allocated to pre-combination period
(T 200} is T 400 which will be now recorded over the remaining vesting period which Is 2 years
as an employee compensation cost.

Question # 13 ( ILL 28 OF SM )

P a real estate company acquires Q another construction company which has an existing equity
settled share based payment scheme. The awards vest after 5 years of employee service. At the
acquisition date, Company Qs employees have rendered 2 years of service. None of the awards

are vested at the acquisition date. P did not replace the existing share-based payment scheme but

reduced the remaiping vesting period from 3 years to 2 year. Company P determines that the
market-based measure of the award at the acquisition date is X 500.
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Question # 14 PRACTICE Q.4 ICAlI 5SM

Entity X acquired 100% of entity Y in a Business combination as per Ind AS 103. There is an existing
Share based plan in Entity Y with a vesting condition for 3 years in which 2 years has already
lapsed at the date of such business acquisition. Entity X agrees to replace the existing award for
the employee of combined entity. The details are as below —

Acquisition date Fair value of SBP INR 300 =
No. of years to Vest after acquisition lyear
Fair Value of award which replaces existing INR 400

Calculate the Share-based payment values as per Ind AS 1027

Not-§  SRbwiede Torameckion Cosk (8T

) Qmﬁ omount bud ®F deteived by aeyien due o
f:ln%h%m W&H‘ﬂé\ nelatioy &\ﬂh\‘\} ‘mdmm NS

) Wi\liniﬂ -~ nen Qe ?mﬂmv& 14 Rduwn o S0

L1

) Meaawe mert ua 3Tt =




l -

: Non Condoractoeld Qﬁdﬂac{uuﬂﬂggxgﬁ.ﬂﬁ
Rj}ﬂkﬂﬁ Rﬂljfiﬂh
@}V Da Settomend Q) tV~-CA
Wt
Qar‘e "Da%m&mﬂ A WF?H v b) Sektlement-ond-

Qy> \itewann A licewwr

amdw 5 amnthi\u

Sﬂkw Cal" og Wl O Ggin on B-P

Paork ¢ o Qmoord:
Neot QuaeR &cqmmaa QLA ON Bn}\&mmw
KRR
| t) £ ‘Emc} on Do A (&RP RRR
& d }mwmm@ held inut e
mww’rmwh bqr?ﬁmt KRR



A\
: Wﬁ) Now C'{mjrmn\\‘wua ]v\i' (N ﬂ'ﬁ-eq-'.) KRX e
s (o @ (qanon B0 x>

NGR—I Now QU"’\'\‘Q‘LB\“Y\(Q[ m’xﬁw&'

}
J l

Nﬁﬁ‘nihq WA Q WL G Wk

\) Shewwp © Aquiner o thex

“thew Fma& Lo \L \L

9 E};ﬁ hmﬁm} o Ntz @ PENA NI @ E—'-\L
% Qungu Wwithe '
H | (g QRS) i 1
Conturol
. _ . NtI= NA of L anon FH'..IuéL Posop 4
| 'Hut] B o Wiy LS VoA (4epY anon Ok E\!Pmd
'Hw\d W Khowh o XN/ i {
NG = e ¥
ool % % b.a u'ﬂu-
Nex P tav1) =lem
REV o]t maon i L (e LU
e -:.-'!
¥ i e L AT
L‘:T'::m.

ME"‘) ':a NET @ PanNA A am Motigh Hhen
Wiy Pooctid Gilw.
)i NCT @ BV A 210 e Hhen VA



Ui& Foll Cxiw

HO

) NCT iy showwm ap o s.q\;m&e line  MENTORING
WM n %.t\ui#d hesd h’ﬂ Valantetheed  \n
(kS o Q.Lquinen

W) NCI Yt wot a\;pm@\e Cdoan wot oy in
Cone “& R Com:  Onire.

4 Woy (e stake n& O Yuives)
N
\5) N Lok oy ol um\?ﬁw (mw o\ohaiw
Conbanl by aequising - NA n& ey uive)

Qmﬂ\a\m %M NeT |, atw e o Q[P -

(‘%’\ LAY msﬁu‘tm /s ddalke h%] %L-ﬁ-d-?\;fnaﬂ}\
h%% oy o VoA = Qe | f LW wigee

S %ﬁn T\ L
ol
N A- b%% an on VA Reowo
- L (\osown )

%&w - A EwrD

R 42 AL 'C!LW‘U‘ME:S $ol shke W D R %&n



\\] N
) T\l Ry Di N A b& B s Wmwse

?“"J ﬂ% NL?L h‘u = ‘:},‘}bhm m

MENTORING
MAREHIT DWivWED)

N & t:._% R Q) om Qo A Bmwo

- PC \ SBETO
NeL @ TV 266w (|26 0w)
%L‘J«J -.4 b

\

Soll

lo-3 A LHd. m(uma ol shke W D R %mn
Tloe: § Vv na N A rq& R = Revwe

Qo \- N.A‘h%l YV onoew Dol S

- P \ssBER
Ny @ fand: PRI \N bk eso

(8sswo x 30 )

&lm M
Qﬂﬂ@ ALt arquised ot Shake na R Lt &m
Zlesewe | Yoo &)
Mm& NA o] B Lid= Resss
v nd .4 hh QLtd = FA
fue} Canel A e = 20



b

\:'\JD% D won DA Besvo
— PC \ooowe

Nes @ TV P 2 9O
(3&#:15‘:: Y E‘Et-".)_ a_up. \ & soeo

ea»-!x" Al atquined Fol giake m%} B 14 &&n
T WEoee - Ry ol nA QR\ R = Reweo

NCT Ay VA lued ow e awe howdn oy -

by & in Q¢
Sl - !g~}c* ﬂ,a B AR ayon VoA b Ll
- RC o T o5
R @ SV (l% ‘n%n'f-B 4 Sowo \ oo,
Ju ..

&a—s ALt agquised  2gi Shke -::-a B 14 2
ﬁ&ﬁ%ﬁﬁ T ATOW (R TV ov Dod =fowwe:
A LA mu:ses‘mu %um’ﬁ,«% asY oW . . r(iﬂﬁ
X Lowvs
FU Bl WL th ol A = F\T anon Qad
QY o) ol ad B T FTW O onan Ded-
TV o4 NK hh oh S Pf = Besw
WTe@ fV°



S\ A n% ® onon Dok Qoo

- P (agy) § sweo m

T\ mlﬂ-p Shake owQok LU mewroune
NLIE Y (Bow snxT 1) 3B \Qwe
Wy > =0

A company acquired 90% equity interest in company B on 1.4.2010 for a consideration of X 85

crores in a distress sale. The company valued the FV of NCI and FV of identifiable NA as

pectively
ite goodwill under both methods of valuing NCI
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Question # 15 (Q.1OF SM, SIMILAR TO DEC 20 8 MARKS)

Company A and company B are in power business. Company A holds 25% of equity of B. on 1st_
November, A obtains control of B when it acquires a further 65% of shares of B

Consideration — A transfer’s cash of 59 lakhs and issues 1 lakh shares of FV of X 10. It consists of
5% of post-acquisition equity capital of A -
Contingent consideration — of £ 7,00,000 if company’s cumulative profit over next two year
exceeds X 70,00,000. As on the DOA it is considered probable and hence FV of contingent
consideration is X 3,00,000

Transaction cost — company pays acquisition related cost of % 1,00,000 NCI - FV of NCI X 7,50,000
Previously held controlling interest — its book value is % 6,00,000 but its FV is % 20,00,000

FV of net identifiable of B as on DOA - X 60,00,000

Calculate PC and GW
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Question # 19 (SIMILAR TO Q.6 SM &NOV 18 )

- On 15T January, 20X1, A Ltd. acquires 80 per cent of the equity interests of B Ltd. in exchange for
cash of 15 crore. The former owners of B Ltd. were required to dispose off their investments in B

 Ltd. by a specified date, and accordingly they did not have sufficient time to find potential buyers. 1 |
A qualified valuation professional hired by the management of A Ltd. measures lﬁe identihable net {

 assets acquired, in accordance with the requirements of Ind AS 103, at X 20 crore and the fair
value of the 20 per cent non-controlling interest in B Ltd. at 4.2 crore.

How should A Ltd. recognise the above bargain purchase?
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Question # 17 Q. 8 OF ICAI SM [RTP - MAY - 2018}

On 1 April 20X1, Alpha Ltd, acquires 80 percent of the equity interest of Beta Pvt. Ltd. in exchange
for cash @. Due to legal compulsion, Beta Pvt. Ltd. had to dispose of their investments by a
specified date. Therefore, they did not have sufficient time to market Beta Pvt. Ltd. to multiple
potential buyers. The management of Alpha Ltd. initially measures the separately recognizable
identifiable assets acquired and the liabilities assumed as of the acquisition date in accordance
with the requirement of Ind AS 103. The identifiable assets are measured at X 500 and the
liabilities assumed are measured at X 100. Alpha Ltd. engages on independent consultant, who
determined that the fair value of 20 per cent non-controlling interest in Beta Pvt. Ltd. isX 84,
Alpha Ltd. reviewed the procedures it used to identify and measure the assets acquired and
liabilities assumed and to measure the fair value of both the non- controlling interest in Beta Pvt.
Ltd. and the consideration transferred. After the review, it decided that the procedures and
resulting measures were appropriate.

Calculate the galn or loss on acquisition of Beta Pvt .Ltd .and also show the journal entries for
accounting of itsa acquisition, Also r:al:u!ate the value of the non olling interest in Beta Pvt.
Ltd. on the basis of proportionate interest method, if alternatively applied? '
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Question # 18 [Q 9 ICAI SM ,RTP = NOV - 2018}
ABC Ltd. prepares consolidated financial statements upto 31st March each year. On 1st July 2017,
ABC Ltd. acquired 75% of the equity shares of JKL Ltd. and gained control of JKL Ltdm
shares of JKL Ltd. is 1,20,00,000 equity shares. Details of the purchase consideration are as follows:
1. On 1stjuly, 2017, ABC Ltd. issued two shares for every three shares acquired in JKL Ltd. On 1st
July, 2017, the market value of an equity share in ABC Ltd, was % 6.50 and the market value of

an equity share in JKL Ltd. was X 6.
2. On 30th June, 2018, ABC Ltd. will make a cash payment 0k 71,50,000 t the former share -
eI On 1st July, 2017, ABC

holders of JKL Ltd. who sold their shares to ABC Ltd. on
Ltd. would have to pay interest at an annual rate of 10% on burruwings

3. On 30th June, 2019, ABC Ltd. may make a cash payment of 2 3,00,00,000 to the former share -
holders of JKL Ltd. who sold their shares to ABC Ltd. on 1* July, 2017. This payment is
contingent upon the revenues of ABC Ltd. Growing by 15% over the two-year period from 1st
Jﬂﬁtn 30th June, 2019. On 1% July, 2017, the fair value of this contingent consideration

was % 2,50,00 n 31st March, 2018, the fair value of the contingent consideration was %

2,20,00,000.




5. On 1st July, 2017, the carrying values of the identifiable net assets of JKL Ltd. in the books of
that company was % 6,00,00,000. On 1st July, 2017, the fair values of these net assets was X
7,00,00,000. The rate of deferred tax to apply to temporary differences is 20%.

‘ 6. During the nine months ended on 31st March, 2018, JKL Ltd. had a poorer than expected |
operating performance. Therefore, on 31st March, 2018 it was necessary for ABC Ltd. to |

recognise an impairment of the goodwill arising on acquisition of JKL Ltd., amounting tn 10%
of its total computed value.

Compute the impairment of goodwill in the consolidated financial statements of ABC Ltd. under

both the methods permitted by Ind AS 103 for the initial computation of the non-controlling
interest in JKL Ltd. at thelacquisition
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Question # 20 ILL 12 ICAI SM

Sita Ltd and Beta Ltd decides to combine together for forming a Dual Listed Corporation (DLC). As
per their shareholder’s agreement, both the parties will retain original listing and Board of DLC will
be comprised of 10 members out of which 6 members will be of Sita Ltd and remaining 4 board
members will be of Beta Ltd.

The fair value of Sita Ltd is 100 crores and fair value of Beta Ltd is 80 crores. The fair value of net
identifiable assets of Beta Limited is 70 crores. Assume non-controlling

Interest (NCI) to be measured at fair value.

Determine the goodwill to be recognised on acquisition
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Question # 21 (PRACTICE Q. 6 SM , RTP MAY 22)
Entity A acquires entity B. Entity A agrees with the former shareholders of entity B to pay % 900,)
with an additional payment of € 500 if the subsequent earnings of entity B reach a specified target
in three years, The former shareholders also become em ployees. On the acquisition date, the fair
value of the net assets of entity B amount to X 850, and the fair value of additional paymgnt is
esti ma@at % 200. T

At the acquisition date, the outflow of additional payment is not probable. Over the next three
years, the cumulative earnings of entity B (before considering the effects.of the additional
payments) amount to X 1,050. At the end of ?We:anﬁw A pa*,r the conditions were
met.

e

State the impact on the financial position and results of classifying the payments as remuneration
and contingent consideration.
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Question # 22 (PRACTICE Q. 55M, RTP MAY 21)

Bima Ltd. acquired 65% of shares on 1 June, 20X1 in Nafa Ltd. which is engaged in production of
components of machinery. Nafa Ltd. has 1,00,000 equity shares of % 10 each. The quoted market
price of shares of Nafa Ltd. was % 12 on the date of acquisition. The fair value of Nafa Ltd.'s
identifiable net assets as on 1 June, 20X1 was % 80,00,000.

Bima Ltd. wired £ 50,00,000 in cash and issued 50,000 equity shares as purchase consideration on
the date of acquisition. The quoted market price of shares of Bima Ltd. on the date of issue was %
25 per share.

Bima Ltd. also agrees to pay additional consideration of % 15,00,000, if the cumulative profit
earned by Nafa Ltd. exceeds X 1 crore over the next three years. On the date of acquisition, Nafa
Ltd. assessed and determined that it is considered probable that the extra consideration will be
paid. The fair value of this consideration on the date of acquisition is £ 9,80,000. Nafa Ltd. incurred
% 1,50,000 in relation to the acquisition. It measures Non-controlling interest at fair value.

How will the acquisition of Nafa Ltd. be accounted by Bima Ltd., under Ind AS 1037

Prepare detailed workings and pass the necessary journal entry.
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Question # 23

A Itd took over business of B Itd on 1.4,2017. Actual control was obtained o @
Balance Sheet of B limited as on 31.3.2017._#

Non-Current Asset
Property Plant and Equipment 7,00,000 +~
Furniture 3,00,000 »”°
Current Asset
Inventory 2,50,000 «~
Trade Receivables 3,50,000 «~
Bank 7,00,000 «~
23,00,000
Share Capital of 10 each 10,000,00
Other Equity 6,00,000 -~
Non-Current Liability 5,00,000 v~
Current Liability 2,000,00
23,000,00

Other Informations:
1. FV of Property Plant and Equipment and Furniture is  9,00,000 and  2,00,000 respechueiv

2. FV of Inventory and Trade Receivables is %3, I}ﬂ 000 and 3 50,000 respectively

3. Liabilities were assumed at carr*,*lng amount
4. A ltd agreed to pay following considerati tion__-

(a) CashofX5 per share to shareholder of B Itd gt
(b) 2 shares of X 10 each for every 5 E5 I'nela"i;‘h.*r of 112 to shareholders of B Itd i

(c) %5,00,000 will be p: paid to promoters after 3 3 year Dlscnunt:ng rate 8% 8%  >\.

(d) 1 00,000 will be paid to directo directors, if combined ‘earnings is increased by 25%. FV of this
cnnsfderatmn ason 1.8.20 2017 is X 135,000 ¢

(e) One court case between A Ltd and B Ltd B Ltd Ltd will now be withdrawn A Ltd made a provision for X
40,000 for damages. FV of such damages on 1.8.2017i =T

(f) B ltc Itd had share based awards whase FV on 1.8.2017 was % C IIZJIZZl[.'I with vesting period
veam and expired penud was one year. A Ltd replaced these awards with new awards whose

T -__'—-H-
FV was % 3,50,000 and remaining vesting period decided was 4 year < QR o "

5. Acquisition cost X 1,00,000 paid by Altd ,
v
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Question # 24 PRACTICE Q 9 SM, RTP NOV 23
Mini Limited is @ manufacturing entity in textile industry. Mini Limited detided to reduce the cost
- —

of manufacturing by setting up its own power plant for their Captive sonsumption. As per market

research report, there was non-operational power plant in nearby area. Hence, it decided to

acquire that power plant which was having capacity of 80MW along with all entire labour furEg.

This Power entity was owned by another entity Max Limited. Mini Limited approached Max

Limited for acquisition of 80MW power plant at following terms:

1. Mini Limited will seek an independent valuation for determining fair value n
plant.

2. Value of other Non-current assets acquired, and Non—current financial liabilities assumed is X
11.10 million and X 32 million respectively.

3. Consideration agreed between both the parties is at X 51 million. l-/

Both the parties agreed to the terms and entered into agreement @ith

immediate effect.

Due to unavoidable circumstances, valuation could not be completed by the time Max Limited
finalizes its financial statements for the year ending 31st March, 20X1. —

Max Limited’s annual financial statements records the fair value of 80 MW Power Plant
million with remaining useful life a —
Max Limited also has license to operate tha@ unrecorded in books. As on 31st March,
20X1, it has fair value of X 5 million. )
Six months after acquisition date, Mini Limited received the independent valuation, which
estimated the fair value of 80MW Power Plant as X 54,90 million.
CFO of Mini Limited, wants you to work upon following aspects of the transacrinn:\-/

a. Determine whether transaction should be accounted as asset acquisition or business
combination. e
Calculate Goodwill / Bargain Purchase due to them > _—

c. Pass necessmurnal entities in the books of Mini Limited as per Ind AS 103 and prepare
balance sheet as on date of acqmm - N

d. Determine whether any adjustment is required in case of valuation received subsequent to

acquisition. If yes, pass the necessary entries in the books of Mini Limited. vy e . -
Balance Sheet of Mini Limited as at 31st March, 20X1

PARTICULARS

ASSETS
Non-current assets
Property, plant and equipment 2,158
Capital work-in-progress 12
Deferred Tax Assets (Net) 324
Other non-current assets 25
Total non-current assets 2,519
Current assets
Inventories 368
Financial assets
(i) Investments 45
(if) Trade Receivables 762
(it Cash and Cash Equivalents 110
(iv) Bank balances other than (iii) above 28
- (v) Other financial assets 267
Total current assets 1,580




Total assets 4,099

EQUITY AND LIABILITIES

Equity

Equity Share Capital 295

Other equity m
Equity component of compound financial Inst 717
Reserves and surplus 2,481 MENTORING

Total equity 3,493 e T Tt b

Liabilities

Non-current liabilities

_Financial Liabilities

Borrowings
Total non-current liabilities 268
Current liabilities

Financial Liabilities

(i) Trade payables 302
Other current liabilities 36
Total current liabilities 338
Total liabilities 606
Total equity and liabilities 4,099
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Question & 25 ILL 40 OF ICAI SM , SIMILAR TO MAY 22, NOV 19, MAY 25, MTP S Il MAY 19
The balance sheet of P and D as on 31.3.20X2 is iiven below,
Property, Plant and Equipment 300 500§
Investments 400 100
Current Asset
Inventory 250 150
Financial asset 400 230
Trade receivable 450 300
Bank 200 100
2000 1380
Equity share capital of 10 n%_ﬂ-!m A o e_mgsfj) Lt. 500 400
Reserves and surplus 730 180
ocCl 80 45
Non-Current Liabilities
Long term borrowings 250 200
Long term provision 50 70
Deferred tax 40 35
Current Liabilities
Short term borrowings 100 150
Trade payable 250 300
2000 1380




Other Information
a) P acquired 70% of D on 1.4.20@_!;,:? issuing its own shares in the ratio 1ES for every 2ES. FV
of ES of P is 240 - e T o
b) The FV exercise resulted in following
1. PPEFVason 1.-1.20@- % 350 lakhs "
2. P agreed to pay higher of X 35 lakhs or 25% of any excess profit of 1st year after acquisition
over its profits in preceding 12 months before acquisition mE
" The additional amount will fall due after 2 years D Itd has earned a profit of X 10 lakh in

. preceding 12 months before acquisition and expects to another % 20 lakh
/ggcreed to pay one of the founder shareholder 220 lakh if he stays with the company for

| two years after acquisition a QP 3o ~—
4. D had certain equity-based awards which got replaced by the new awards issued by P. as 2
per the original awards the vesting period was 4 years and as on the date of DOA the \ X

employee of D had already served 2 year. As per replaced awards the vesting period has
been reduced to one year from the DOA. The FV of the awards as on DDA was as under
Original award X5
Replacement award X 8

5. D had pending law suit with a customer who had made claim of ¥ 50. Management reliably
estimated FV of the liability to be X 5

6. The applicable tax rates for both the entities is 30%

You are required to prepare opening consolidated balance sheet of P as on 1.4,2002 .A‘fnm
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Question # 26 RTP MAY 2023

'High Speed Limited' manufactures and sells cars. The Company wants to foray into the two-
wheeler business and therefore it acquires 30% interest in Quick Bikes Limited for% 5,00,000 as at
1st November, 20X1 and an additional 25% stake as at 1st January, 20X2 for X 5,00,000 at its fair

value.
Following is the Balance Sheet of\Quick Bikes Limited as at 1st January, 20X2:

I
\

Liabilities Carrying Assets Carrying Fair value
Value value
Share capital 1,00,000 Plant and 3,50,000 7,50,000
Equipment ~
Reserves 5,50,000 Investment in bonds- 4,00,000 @
Trade payables 1,50,000 | 1,50,000 | Trade Receivables _ 50,000 L0000
Total 8,00,000 Total 8,00,000

Quick Bikes Limited sells the motorcycles under the brand name "Super Start’ which has a fair
value of X 3,50,000 as at 1st January, 20X2. This is - penerated brand therefore Quick Bikes

Limited has not recegnized the brand in itstooks of accounts: Following is the separate balance
sheet of High Speed Limited as at 1 January, 20X2: « —"

Liabilities Amount Asset Amount

Share capital 5,00,000 Plant and equipment 13,50,000
Reserves 15,00,000 Investment in Quick Bike 10.00,000
Short term loans 4,00,000 Trade Receivables
Trade payables 3,00,000 Cash and bank balances 5,20,000

Other liabilities 2,50,000

Total 29,50,000 Total 29,50,000

In relation to the acquisiﬁnil/uf Quick Bikes Limited, you are required to:
1. Pass the necessary journal entries to give effect of business r:nrnbinatl'gn in accordance

with Ind AS 103 as at acquisition date 1st January, 20X2. NC| is measured by the entity at
fair value. Provide working notes, Ignore deferred tax implication; an
2. Prepare a consolidated balance sheet of High Speed Limited as af_1st January, 20X
Phe |
_&L I~ S ‘ﬁ) \ ﬁ\w\u \ SR
HRQM &%11& Yi%d = S§Y
Nex = ageor

53"?1‘?1 Vo A - — (~\-81

S th%’g Y \‘JR N A mcs[u’maﬂ



p? ?._ ¥ Teosvo

TAave vMent w \o spdn Sswey m
TIR. Seoss MENTORING
Warand 3Teon
e U Senoo)
'_Tq. *c& 1§ S
S P-C.
Caah  Commdasadiown T oos ows

&ﬁa\gr %Lmdmm . Lain 0w WP

Y fﬂa N-A- Eltl\uiaw& | § s
- P(. tg’unm
|10
— kv Da inv- eaxlior hetd b spesD
\ 1)
S feovo ™
{ AN B ) H
— NtT @ v | Y oo Q) owvweo

e EAILL LI

%xm Sostse
S V-

SAhL  rovemd Anpm A=l

\ W Eaaneol g,
')':l__"yw My %Q%m \ svwsvo



s

2) PRT Qu  Sews w
Wwtinnandy Wy Sveews
TIR Qi Soweo
Voand W Aowo
amm‘m Qy Sowors
o Tavdin Seamo Q8 W\oows
To WNtx A 699w
Yo TP | Fon
StpY Cown R1A
?%’ﬁwlw Noten amon  Noteh o Q¢ -
Jneds ) Pog
@) Non CA- Wil @S
1) PPg. | Uovoos| QB FT 9L
W) T 2 3700
W) ﬁa‘amu (1pS)  Somes [ 2) T TA
(V) "N €T - Soowo | Burand ATvove
o) A
%) £ A- 3 TR
1) CACE. Chworp | YV Roves




— —
— RVES A

i) TR 3 | ®B Sow

o HD
? mﬂ A Mol e MENTORING
) cl:cﬁm 4) TR
a) o Sveos My 3 wosy
D) 0¥k (RAY) | oo QB | Soswy
(isL 4+ (L) ) Soos

) N1 K&%a\lﬁ) L
) N(L —
3L

a) ELL.,

%ﬁammmnaa Josr

u) T O I 1} Soae

h‘) ar __-__ZL 2 Joove
NN\

Question # 27 PRACTICE Q 2 SM MTP MAY 19 & RTP NOV 19
H Ltd. acquired equity shares nfS Ltd., a listed company, in two tranches as mentioned in the \

P

below table;

Equity Stake Purchased Remarks
1st Nov ,2006 15% The shares were purchased on the quoted
1st Jaﬁ : 2007 ) 45% prices on the stock exchange on relevant dates
e —

Both the above-mentioned companies have Rupees as their functional currency. Consequently, H
Ltd. acquired control over S Ltd. on 1st January, 2007.
Following is the Balance Sheet of S Ltd. as on that date




Figures in crores

Assets Carrying value Fair value
Non-Current Asset P
- Property, Plant and Equipment 40.00 (| 90.00 )
- Intangible Assets 20.00 3000
- Financial Assets
* |nvestments 100.00 350.00 -
Current Assets
- lnventories 20.00 20.00
- Financial Assets
» Trade Receivables : 20.00 20.00
* Cash held in functional currency | 4.00 4.00 .
- Other Current Asset - -
*» Non-Current Assets held for sale - 4,00 4.00 °
208.00
EQUITY AND LIABILITIES — ——
- Equity Share Capital of X 100 each == 12.00 _Q"/ 50.40 -
- Other Equity 141.00 -~

Non-Current Liabilities
Financial Liabilities - -
* Borrowings 20.00 20.00 —
Current Liabilities

- Financial Liabilities

» Trade Payables 28.00 28.00 -
- Provision for warranties 3.00 3.00
- Current tax liabilities 4.00 4,00
208.00
Other information;
1. Property, plant and eqg above Edlance Shewt include leasehold motor vehicles
having carrying valu fl’l rore and falr value of X 1.2 crore mrE.HE = PPL Ty
2. The date of inception of the lease was 1st April, znxn On the inception of the lease, ‘:__'1_
had correctly classified the lease as a finance lease. However, if facts and circumstances 3 i pUie
on 1st April, 2007 are considered, the lease would be classified as an operating lease. %“
3. Following is the statement of contingent liabilities of S Ltd. as on 1st January, 2007 1|__ = oL-
Particulars Fair value Remarks -*""J
(XXin crore) )
Law suit filed by a 0.5 't is not probable that an outflow of resources "\i B ) i ro
customer for a claim of % e o embodying economic benefits will be required to
2 cr?Le,__,. settle the claim. A

Any amougl which would be paid in respect of law f@?‘ N lexan)
suit will bTXJeductible]l —> © sy g

ome tax demand of % I.EI/V It is not probable that an outflow of resources
/ crore raised by tax embodying economic benefits will be required to ) ~
authorities: S Ltd. has settle the claim. "lm&, -}ry"
challenged the demand j g
the court. Nl
WAL ECRE



4. In relation to the above-mentioned contingent liabilities, S Ltd. has given an indemnification
undertaking to H Ltd. up to a maximum u

5. %1 crore represents the acquisition date fair value uftm

6. Any amount which would be received in respect of the above undertaking shall not be
tdable.

7. The tax bases of the assets and liabilities of S Ltd. is equal to their respective carrying values
being recognised in its.

8. Carrying value of non-current asset held for sale of X 4 crore represents its fair value less cost
to sell in accordance with the relevant Ind ASV"

9. In consideration of the additional stake purchased by H Ltd. on 1st January, 2007, it has
issued to the selling shareholders of 5 Ltd. 1 equity share of H Ltd. for everff'hares held i inS
Ltd. Fair value of equity shares of H Ltc Ltd. as on 1* January, 2007 is X 10,000 per share

10. On 1st January, 2007, H Ltd. has paid 50 crore in cash to the selling shareholders of S Ltd.

11. Additionally, on 31st March, 2009, H Ltd. td. will p pay X 30 cro 30 crore to the selling shareholders of S
Ltd. if return on equity of S Ltd. for the year Ended 31% March, 2009 is more than 25% >% per

annum. 7
12. ﬂ'[Et'._ﬁEl sctizeatad the falr value of m@s on 1st January, 2007 and 31st March,
2007 £ wd T 23 crore respective e change in fair value of the nbhgattnn is

attributable to the change in facts and circumstances after the acquisition date.
13. Quoted price of equity shares us on various dates is as follows
As on November, 2006 X 350 per share O Py. «
As on January, 2007 X 395 per share .~ Dol -
Ason 31st March, 2007 X420 pershare._— Y% . _ O

14. On 31st May, 2007, H Ltd. learned thatﬁn—ﬁ;!_t:usmer relanurﬁﬁrj existing as on 1st
January, 2007, which met the recognition criteria of an intangible asset as on that date, were
not considered during the accounting of business combination for the year ended 31st
March, 2007. The fair value of such customer relationships as on 1st January, Zﬁ@
crore (assume

&r that there are no temporary differences associated with customer relations; consequently,
there is no Irnpacj_:_g_f_ income tdBes on customer relations)

15. On 31st May, 2007 itself, H Ltd. further learned that due to additional customer relationships
being developed during the period 1st January, 2007 to 31st March, 2007, the fair value of
such customer relationships has increased to X 4 crore as on 31st March, 2007.

16. On 31st December, 2007, H Ltd. has established that it has obtained all the information
necessary for the accounting of the business combination and that more information is not
obtainable.

17. HLtd. and S Ltd. are not related parties and follow Ind AS for financial reporting. Income tax
rate applicable is 30%, '

You are required to provide your detailed responses to the following, along with reasoning and




computation notes: DoH:
(a) What should be the gn-ndwill or bargain purchase gain to be recognised by H Ltd inits
financial statements for the y year ended 31st March, 2007. For this purpose, measure non-
3 controlling interest using prnpnrﬁgnate share of the fmr value of the identifiable net
assets of S Ltd.
(b) Will the amount of non-controlling interest, goodwill, or bargain purchase gain so
g # recngmsed in (a) M change subsequent to 315t 31st March, Zﬂﬂ'ﬁ? If yes, provide relevant
journal entries.
(c) What should be the accounting treatment of the contingent consideration as on 31st,

March, 20072
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Question § 28

Block Name {:n:rmp.'&n\. X
AWM/01 30%

For the above Block, Company X, ¥ & Z has ante'!red into unincorparated loint Venture. Company Y
is the Operator of the Block AWN/01. Eu-mpaw X & Company Z are the Joint Operators. Company
Y incurs &II the expenditure on behalf of Joint Venture and raise cash call to Company X &
Company Z at each month end in respect of their share of expenditure incurred in Joint Venture,
{ all the manpower and requisite facilities / machineries owned by the Joint venture and thereby

ewned by all the loint Operators. 1
For past few months, due to liquidity issues, Company Z defaulted in payment of cash calls to
operators. Therefore, company Y (Operator) hasissued notice to company Z for withdrawal of their
participating right fmur@(nmn company 7 has filed the appeal with arbitrator
on 30.04.20 X1.

Financial performance of company Z has not been improved in subsequent months and therefore
company Z has decided to withdraw participating interesTfights from Block AWM/01 and entered
}m:- sale agﬂ:ﬂﬂm’t with Company X & Company Y, As per the terms of the agreement, dated
~1"31.5,.20X1, Company X will receive 33.33% share & Company Y will receive 66.67% share of PL~
rights owned by Company Z. Enmpam X is required to pay T 1 Lacs against 33.33% share of PI of PI
rights owned by Company 2. —




| After signing of sale agreement, Operator (company Y} approach
) L.&. remaval of Compa

madification in PSC (Praduction Sharing Contract
| and government has approved this transactio m
maodification in PSC is essential given the industry in

BALANCE Sheet of Company X and & Compz

Particulars

I are as follows

vernment of india for
7 from PSC of AWM/01

5,20 X1 Government approval for the
hich the joint-operators operate,

Company X

Company I

31.5.2021 30.6.2021 311.5.2021 30.6.2021
2 x b b3
| | Assets
Non-Current Assets
| | PPE 5,00,000 10,00,000 | 1,50,000 3,00,00
| Right to Use Asset 1,00,000 2,00,000 10,000 20,000
Development of CWIF 50,000 1,00,000 50,000 1,00,000;, 7
Financial Asset
Loan Receivable 25000 50000  |25000 | 50000
Total Non-Current Asset 6,75,000 13,50,000 | 2,35,000 4,70,000
Current Asset
|mventories 1,00,000 2,00,000 15,000 30,000
Financial Assets
Trade Receivabies 1,50,000 3,00,000 50,000 1,00,000
Cash & Cash Equivalent 2,00,000 4,00,000 1,0C,000 2,00,000
_Dther Current Assets 225000 50,000 | 25000 50,000
Total current Assets b,75,000 9,50,000 1,59C,000 3,80,000
Total Assets 13,50,000 23,00,000 4,325,000 8,50,000
Equity & Liabilines
Equity
Equity Share Capital 3.00,000 3,00,000 100,000 1,000,000
Other Equity 2,00,000 3,00,000 75,000 2,50,000
Total Equity 500000 | 600000 [175000 | 350000
Liabilities
MNon-Current Liabilities
Provisions 4,00000 | 800000 | 100000 | 200000
Other Liabilities 1,50,000 3,00,000 50,000 1,00,000
Total Non-Current Liahilines §.50,000 11,00.000 1,50,000 3.00,000)
Current liabilities
Financial Liabilities
Trade Payables 3,00,000 £,00,000 1,00,000 2,00,000
Total Current Liabilities 3,00,000 £,00,000 100,000 2,00,000
Total Liabilities 1350000 | 23,00,000 | 4,45000 | 8,350,000
Additienal Information:

1. Fair Value of PPE & Development CWIP owned per Market participant
approach is % 5,00,000 & €2,00,000 respectively.

2. Fair Value of all the other assets anc habilibes acquired are assumed to be at their carrying
values (except ca h equivalents), Cash and cash equivalents of Company Z are pot to
by aEqLﬂrEﬂ pany per the terms of agreement,

Tax rate is assumed to be 30%

4. Asper Ind AS 28, all the joint operatofs are joint ventures whereby each parties that have
joint control of the arrangement have rights to the net assets of the arrangement and

thercfore every operatorfecord: esyn their bo

Tou need to determine the following:

1. Whether the above acquisition falls under business or asset acquisition as defined under
business combination standard Ind AS 1037__»

2. Determine the acquisition date in the abave transaction,

3. Prepare Journal entries for the above -mentioned transactic

4. Draft the Balance Sheet Iu-rasl:l:l on \rww as at

acquisition date _

w

Sﬂ}ﬁnﬁ ‘[ -

HO

MENTORING

MAREHIT DWivWED)

| E— e mwmE



\) Twa Ay 1o dt&ivsu BVotinun G Gn wmiescioded

__ Sey h\ ativiHe  and  amed et s Q_u%n‘nlﬂ nh \aein
Comduehed  ang Mhﬂﬁﬂﬁ.ﬁ %ﬁ»&t e ‘?ua?uh '-“1!‘ \:mw'ldihq
&&m- fo  Quttowman, %ﬁ_m_wn*ﬂ_ Wnvegtmed WMo Qo

§mmuh Dy \n oW ﬁq\nm Gm&hﬁm& At vid

st @ Yamatkon 4o mm&&d Ran Bl fren

&h’r{ﬁ
Q) mud fqufm Lontacel ma Oumeds A LOA
D) S0 A" wusk b Sublankieg e ‘?«nw
WX ey ud \'ﬁ\ o Uienke G'x:\*c\?k&'\i‘
A A Anadand ConR
X Gtguined  Shans 53& Puoduting sigrhs swned ty
o &t&,}g B bleek  newmed AWMyt jer Shane
W aamed amd Lisk\ey  tnd '*mmn\fhm&n‘
R'?ul*u’t LRAMAE v A e assaew oy «F\'Mf“'llﬂl
\\ "\n\n&ut'wﬁ oloe
JooWwe ton towmalude ek alowe mwewd
y onden B

2) Al\. '?tm TAND A o \ﬂ;w‘u\:h*'wn Aede Ny Mg
dule on  Wwhith
Uy &U\kﬂmﬂ:« ol dmny  Lowtane!



