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Illustration 15 (RTP May'20) @ @ 0 00%

On April 1, 20X1, Sigma Ltd. issued 30,000 6Js convertible debentures of face value of X 100 per
deben‘rur'eé‘r par. The debentures are redeemable at a premium of 1% on 31 March 20X5 or
these may be converted into ordinary shares at the option of fher‘. The interest rate for

equivalent debentures without conversion rights would have beer( 137%) The date of transition to
Ind AS is 1 April 20X3. Suggest how should Sigma Ltd. account for this compound financial
instrument on the date of transition. The present value of X 1 receivable at the end of each year
based on discount rates of 6% and 10% can be taken as:

End of year 6% 10%
1 0.94 091
2 0.89 0.83
3 0.84 0.75
4 0.79 0.68 -
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mz“{wm <|/‘(\"b> DUI(MQD\; Q'K (@ ‘ ';00 o D) Therefore, on transition date, Sigma Ltd. shall -
@ 1ol ‘ q (\ q[q ,) p‘( to g Mp QK ‘ &gy GD V4 a) recognise the carrying amount of convertible debentures at % 30,27,666;

b) recognise equity component of compound financial instrument of ¥ 1,85,400;

c) debit X 63,066 to retained earnings being the difference between the previous GAAP

s N J aaaaa t of X 31,50,000 and X 30,27,666 and the equity component of compound financial
® w Q 'b Qw h« o} 6% instrument of 1,85,400; and
M d) de-recognise the debenture liability in previous GAAP of X 31,50,000.
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3) Financial instruments: Gout toen

. ( VAT );eferr'al loanX 60,00,000: 9
€ VAT deferral loan of X 60,00,000 was obtained on March 3}, 20X1, for set+i

business in a backward region with a condition to create cértain defined targets for
employment of local population of that region. The loan does not carry any interest and
is repayable in full at the end of 5 years. In accordance with Ind AS 109, the discount
factor on the loan is to be taken as 10%, being the incremental borrowing rate.
Accordingly, the fair value of the loan as at March 31, 20 X1, is X 37,25,528. The entity
chooses to exercise the option given in paragraph B1l of Ind AS 101, i.e., the entity
chooses to apply the requirements of Ind AS 109, Financial Instruments and Ind AS 20,
Accounting for Government Grants and Disclosure of Government Assistance,

yetrospectively as required information had been obtained at the time of initially

“accounting for VAT deferral loan.
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4) The retained earnings of the Company contained the following: 200 \',\\,M\L‘
o ESOP reserve of X 20,000;

The Company had gr'an ptions to employees out of which 800 have already
vested. The Company followedan intrinsic value method for recognition of ESOP charge
and recognised X 12,000 fowards the vested options and X 8,000 over a period of time
as ESOP charge and a corresponding reserve. If fair value method had been followed in
accordance with Ind AS 102, the corresponding charge would have been X 15&00 and X
9,99d for the vestéd and unvested shares respectively. The Company intends fo avail Ind
AS 101 exemptions for share-based payments for not restating the ESOP charge as per
previous GAAP for vested options.
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