FINAL et .
GROUP-1 PAPER- ..
ROUNO. ..o ... FINANCIAL REPORTING HAY 2015
Total No. of Questions — 7 Total No. of Printed Pages — 24
pins  Time Allowed - 3 Hours ' ' Maximum Marks - 100

PLR

Answers to questions are tb be. giveh only_in- English except in the case of
candidates who have opted for Hindi Medium. If a candidat;a, who has not opted for
H.llldl Medium, answers m Iﬁndi, his/her answers in Hindi will not be valued.
Qucsutm No.1is é_c_)mpull_sory..

Caaadldates are also rqquigad to answer any FIVE questions from the-

ining 9IX questions.
Working iotes shoullf formy ﬁﬂﬂ of the respective aﬁswers.

Wherever necessary caﬂdldams a:e pamnﬂed. to: make suitable assumptlons which
| should be dlsclosed by way of a note.

| l._ (a) From the fBllowmg mfosmﬁa@n vilae the inverttorio$ as o 31* March, 4X5' |
2015 | | =2
Raw matetiak Bas bee pmhased @ ¥ 125/ per kg. Prices of raw
material are on the decfine. Fhe finished goods bemg manufactured' _'
wﬂh the rzm matenal is also bamg sold at below cost. The stock of raw
matcnal is of 15000 kg and the replaccment cost of raw matenal 1S
X 1001- per kg. _ . |
o PLR | ~ PTO.
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pim |

Cost of finished goods per kg is as.under :
' . j:er kg |
Material cost | 125 -
Direct labour cost . | 20
Direct variable production overhead | .10

Fixed production overhead ‘for the. year for a normal capacity of
1,00,000 kgs of production is ¥ 10 ﬁcs At the year end, there were
- 2,000 kgs of finished goods in stock. Net realisable value of finished
| goods is T 140 per kg.

(b) SMC Limited is having a plant (ali asset) Whose ca'rrying amount as on

- 1-10-2012 is ¥ 38,000 lacs and the plant was havmg a useful life till
.31 3-2020 The estunated residual value is T 900, lacs. The selling pnce _
on 31 March, 2015 is expected to be ¢ 20000 lacs and the cost of )
dlsposal is expected to be ¥ 100 lacs.

The expected cash ﬂows from the plant are as under
Fmancml Year Cash Flow

2015-16 _4,100
.2_016_'—_17..'.' 500
2017-18 . Cewo S
201819 780 ! Ly
201920 ,4,500"_ |
PLR | NN

© Thelnstitute of Chartered Accountants of India



(3)
PLR Marks
The company expects the discount rate of 10%. Discount factor @ 10%

for 1,2, 3, 4 and 5 years are 0.909, 0.826, 0.751, 0.683 and 0.621
~ respectively. The company provides depreciation on straight line basis.

You are required to determine as at 31% March 2015 :
() The value in use of the plant
(iiy The impairment loss,-if any, to be recognised for the year.

(iii) 'ITIhe revised carrying amount for the ﬁnanéia]-_ year ending 31%

March, 2015.

(c) A company sells the goods with right to return. The folldﬁing pattern

hasbeen Qb.s,el_'ved: | .
Tlmcfra.me of return from dﬁte.of .%_ of cumuiati.ve. .I

C - purchase | 1 : .sa_les- |
| :Wi%thin'lOdz-ays'. . | ) 5%
Bemeenll days and._-_ZO'C-lﬂyS_ N 7% _ |
Bet?{eéq 21 days and30 days | | ..8%
Between 31 days and '45.-days | - 9%

...'PLR. o . PTO.
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(4)
PLR Marks
Company has made sale of ¥ 30 lacs in the month of February 2015 and

of T 36 lacs in the month of March, 2015. The total sales for the
financial year have been ¥ 450 lacs and tl:re cost of sales was ¥ 360 lacs.
Determine the amount of provision to be made and revenue to be
' recognised in accordance with AS-9. A year may bo copsidered of 360

days.

(d) Saurav Limited reported a proﬁt before tax of ¥ 8.00 lacs for the b
.quarter ending on 30“’ September 2014 On enqmry followmg issues
were noticed :

() The property tax of ¥ 60,000 paid during the quarter for the full
' year has been recognised in full.
i) 1/5th of ? 15 lacs bemg marketmg pmmotlonal expenses mcurred

_/I on 23 September 2014 has been recogmsed based on past

e expenenee of h1gher sales in the last quarter of the year.

Gii) 50% of the loss of n Jacs incured o disposel of & busines

segment has been allocated to this quarter.

 PLR
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(5)
PLR ' Marks
“(iv). Cumulative loss of T 3 lacs resulting from the change in the

' method of valuation of inventory was recognised in 2™ quarter,

which included ¥ 2 lacs relaed to carlier quarters.

() Gain of T 15 lacs from sale of Investments sold in 1* quarter was

apportioned equally over the full year.

. You are requined. to give proper treatment as required by AS-25 on
Interim Financial Reporting and to recast the adjusted profit before tax

for the Z“dquarter

2. XY Limited"hasl.been inc_:orpbrated with an authonsed capltal of 70 lacs 16
eqmty shares of; 10each and4 lacs .p'referencc shares of?' ._ 100 each
The subscnbers to I_the. Memorandum :; qf. Association hz_ive-_-'subscribéd and
pid fo 1 T cquiy shaes. The expenes fo ncoporaton nured.
amO‘mwdtoi'BwlaCs S | -

PLR . pTO.
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(6)
PLR : Marks .
XY Limited desires to amalgamate X Limited and Y Limited as at 1 April

2015. Following information is available :

Balance Sheet as on 31* March, 2015

| ® in_ lacs)
Liabilities - X Limited Y Limited
Equity Shares (FV ¥ 100) | : 750 725
10% Preference Shares (FV X 100) a0 180
Reserves and Surplus |
Reval_uatidn Reserve. o 125 | 75
Capital Reserve | | 270 190
Statutory Reserves | | . | ) 60 40
' Proﬁt_m_l__d Loss Account R 35 . 12
. o |
S’ecqredé'Loans
_1;-'.5_% Débenmres-@ 2100) 50 28
Ummdmm S o 25 0
Curi?ent_ Liabilities | | |
| Trade Payables | - R ._16:5' 75

. Total 1900 1325

PLR
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(M)

PLR Marks
Assets
Fixed Assets
~ Land and Building 470 290
Plant and Machinery _ 310 ) 210
Investments | 735 50
Current Aésets | | |
Trade Receivables s " 270
Inventories . | . 345 254_
| 'Cash and'.cash eqﬁjva]ents o 355 - 251

Total ~ 1900 - 1325

Before amalgamation, X Ltd. and Y Ltd. will make the following
adju.'s_unents in their balance-sheets :

(i) Pay off the unsecured loans

@) X Limited will revalue its Land and Building by enhancing the book
 value by 10% and Y Limited will revalue the Land and Building at
- ¥ 330 lacs, .

(iii) Y Limited will revalue its Plant and Machinery at ¥ 220 lacs.

PLR . PTO.
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. PLR - Marks
(i'v) Investments will be disposed off. X Limited sold its investments for

¥67lacsand Y Limited disposed the same for ¥ 52 lacs.

(v) Debenture holders of X Limited and Y Limited will be dlscharged by |
XY Lumted by issue of 15% debentures of T 100, each’ for such an
amount which will not put any additional burden of interest outgo on

XY Limited than presently payable by X Limited and Y Limited.

(vi) Preference shareholders of X Limited and Y Limited will be issued -
15% Preference Shares in XY Limited in the ratio 2 : 3 i.e. 2 shares will
be issued far every 3 shares held at a premium of ¥ 25/-.

(vii) Eqmty shares. m XY Lumted wx]l be 1ssued as under

(a) Shareholders of X Lumted in the ratio of 4 1 @ ] 35/- per share,

aHd
(b) Sharcholders of Y Limited in the ratio of 3:1 @ % 30)- per share.

(viii) Statutory tcscrycs -havi_ng met its purpose will be merged with Capital -

Reserves.

Prepare the amalgamated Balance Sheet of XY Limited as on 31St March

2015 as per Schadule H to the Compames Act, 2013 thh Notes to Accounts :

PLR
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PLR
3. Draw the consolidated Balance-sheet as on 31% March, 2015 as per 16

Marks

Schedule-III with Notes to Accounts (following indirect method) based on

the following information :

Balance Sheet as on 31% March, 2015

. (@inlacs)
Liabilities P Q R
Share I_Capital
Equity Share Capital (FV ¥ 100) 60 400 100
- Reserves and Surplus |
Reserves | 10 | 20
Surplus mProﬁt and Loss Account 40 30
Current .L'i_nbiliﬁes
Trade'Pay_;i:ies" | 30 0 3%
Other "Pay-ablé--' | |
Q Limited o 15
R Lipited o
e Toml a0 B o 200
_PL-R' _P.T.(;.
e — —
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(10
PLR Marks

Assets : o | _ P Q R.-.
Fixed Assets (Net of.bepreciation) _ 230 150 100
Invesmfle'nts.._

'QLi'_mi_ted' 320

RLimied | 40 100
CurrentAssets
vemories o s0 30 40
TradeReceivables 60 - 5020
Other_fR@ivables

ﬁ-Lmﬁwd - | - a0

i '

Baok Balance . . 8 % 10

L Tem 0 k0 0

| | : Additlonnl Informatlon

| : | (a) P Lmuted acquu-ed 1, 50000 (cum bonus) shafes of Q Llrmted and
30, ooo shares of R Limited and Q Lumted acquired 50,000 shares of |
R Lumted on 29“‘ March, 2014 | |

- pmR
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(11)
PLR Marks
) Q Limited fixed 1* April, 2014 as record date for allotment of bonus

share in the ratio of 1 : 1 and the same were duly allotted.

(c) P Limited proposed dividend @ 7.50% for the year ended on

31% March, 2015.

(d) In December 2014, Q Lumted invoiced goods to P Limited for ¥ 30 lacs
91 a load of 25% on cost. 1/3"‘I of such goods are in stock with -

P Lumtcd as at the end of the year.

(6) R Limited sold to Q Limited on 1% January 2015, an asset costing
Z 20 1acs and made a profit of 20% on invoice value. Q has provided

'depreciation @ 10% per annum on such assets.

"~ () As on 31" March 2014? the balances in reserves and profit and loss

account of Q Limited we.re ¥ 5lacs and ¥ 15 .lacs respeotively.

(g) ‘R Lumted made a proﬁt of T 12. 40 lacs durmg the cu.rrent yea: Durmg
| the ‘year, !’ 0.55 lacs was rocelvcd from insurance company agamst loss o
of stock due to ﬂood which oocurred on, -31" January 201'4 in.which
) goods worth 4 0 75 lacs were damagcd and were part of R’s stock as on
‘“31“ March 2014 | T

PLR ~ RTO.
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| | | (12)
~ PLR Marks

Ii (h). R Limited transferred, at the year-end on 31% March, 2015, an amount
~ from Profit and Loss account to Reserves which equals to 20% of the

~ reported aggregate figures of Reserves and Profit and Loss account in

 the balance-sheet.

4. (a) Team Ltd is a non-bankmg finance company. It accepts public deposits 8
and also deals in hire purchase busmcss It pmv:dcs you w1t.h the
following information regarding major hire purchase deals as on

31-.3-20,13. |

Few machines were sold on hire purchase basm The hu'e purchase price

'was set at ? 100 1acs as agamst the cash price of T 80 lacs. ¥ 20 lacs

. .l.
t

werc payable as down payment and the balance was_pay_able in 5 equal

ta]lments The hire vendor collected ﬁrst msw]lmcut as on 3 1_-34014 :

but could mot collect the second mstallmcnt which was due on 31-03-_'_

2015 The company ‘was fmahzmg accounts for theycar ended on 31 3-_
- 2015. Till 15-4- 2015 the- datc on which the Board of Dlrcctcrs signed

' t.he accounts t.he sccond msta]lment was not ccllectcd Presume IRR to

be 10.4_2%. _

~ PLR
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-(13)
PLR Marks

Required :

(i) What should be the principal outstanding on 1-4-2014 ? Should
the company recognize finance charge for the year 2014-15 as.

income ?

(i) What should be the net book value of assets as on 31-3-2015 as

per NBFC prudential norms requirement for provisioping ?

(iii) What should be the amount of provision to be made as’ per
prudential norms fOr'NB_FC_laid down by the RBI ?

(b) Lovely Limited has advanced staff loan of ¥ 50 1acs to its employeeson 8
1 July 2014 at a concesswnal rate of 6% per annum, to be repaid in
5 sengl—annua.l msta]lmcnts along with mtetest thereon. The preva.llmg

rate is 8% per annum.

Find out the Va.lue at which the loan should iniﬁally be recognised _a__nd.- |
-its amortlsatlon tll closule thereof Also glve necessary ]ou.rnal enl:nes
with appropnate narratlon for financial year 2014—15 The discounted

values at 8% and 4% are as un_der :

PLR - X V)
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(14)
PLR

| Period 1

8%

0.9259

0.8573

0.7938

0.7350

0.6806

4%

0.9615

0.9246

0.8890

0.8548

0.8219

5. (a) The summansed Balan

3151 March 2013 2014 and 2015 are as follows

Marks

ce-Sheet of Rose Limited for the year ended on 8

(¥ in thousands)|

31 March| 31" March| 31" March
013 | 2014 | 2015

Liabilities

640000equ1ty sharesoﬂ 10

ieeachfuuy peid up 6400 | 6400 | 6400

| General Reserves 4800 | 5600 6,400

| Trade Payable 2400 | 3200 | 4000

 Total | 14,160 | 15840

17,760

 PLR
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(15)

PLR . Marks
|Assets
Goodwill 4,000 3,200 2,400
Tangible Assets (Net) _5,600 6,400 6,400 |
Inventories 4000 | 4800 | 5600
Trade Receivables | | % 640 1,760
Cash and Cash Equigalgﬁts_ o 48@ 800 1,600

Total 14160 | 15840 17,760

Addi_tionai. Informati_on :

@) | Actual valuations were as under :

Tangible Assets

- Inventories = .

Net Profit (including Opening Balance .
after writing off depreciation, goodwill_,_. |

tax provision and transfers to general

. reserves)

7,200 8,000 8,800

4800 5600 6400

1,680 2480 3,280

~ P.T.O.
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(16)
PLR ' : Marks
(i) Capital employed in the business at market value at the beginning -

of 2012-13 was T 1,46,40,000 which included cost of goodwill.
The normal annual return on average capital employed in the line

of business in which Rose Limited is engaged is 12.50%
(iii) The balance in general reserve as on 1% April, 2012 was T 40 lacs.

@iv) “The goodwill shown as on 31* March, 2013 was purchased on
" 1** April, 2012 for ¥ 40 lacs and the balance in profit and loss
account as on 1% April, 2012 was T 4,80,000/-. |
~(v) -Goodwill is to be valued at 5 years’ purchase of Super profit by
using ﬁimple average mcthod .
Find out the average capital employed in each year and total value of
business as on 31" March, 2015. . |
(b) Agile Limited is a manufacturer_—cum—'dealet of ‘R Tuff brand of §
trousers. With passage of time, its brand has been well accepted in the
. m,.ark'_et-.' ‘The company has been apprdabhed by a foreign company
__ engagéd in the sa_ﬁae trade to en_'téi' as ﬁ_a;me'r in its business. A'gilé, in
| 'order to negdti_ﬁte"the deal wants to géi,_its brand valued. The following =~

- information based on _market reséarch-_is available :

© Thelnstitute of Chartered Accountants of India




(17) o
PLR | - Marks
(i) Garment industry of which Agile is a constituent, is expected to

grow by 9% per annum_.during the next five years. The present

market size of the industry is ¥ 7,500 crores.

(ii) There are other brands bdth pational and 'i_nte.nllational in the.
market. The existence of duplicate brands is unavoidable. The
s.hare of 'sucﬁ players is estlmated to be 63% of the total indu#try B
market. ﬁe markct share of other national brand;s will inpfeasé_'

@ 0.25% year oﬁ year basis m the next 5 fea;m. The share of -
interc._laﬁdnal. brands N 'expec.ted to grow 1.5 t:lmes of national
br:;ﬁds. Butthe eﬂsténéé .6f _ dupliéate brands 1s t6 fa]l byf 25% o

| over the period of next 5 years, spread equally.

[
(iii) The:.exptf:éted. forelgn partnerneeds the production line of fhe_
company tobe re-ehgij;egred which will lead to an increase in the
yield of the company by 3% after bne year over the present yield

of .-1_(__)%_‘1'_911;0Wed thereafter by further increase of 5% year on

year.
PLR ~ _ PTO
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(18)
PLR Marks

Following the market oriented approach, determine the brand value to
be used for megotiation with the foreign cdmpany, considering the
discount factor for 1* five years as 0.909; 0.826; 0.751; 0.683 and 0.621

(Monetary values in crores to be rounded-off to nearest 2 decimal places)

6. (a). Famous Corporation has been preparing Value Added Statements for the g
‘past five years. The Human Resource Manager of thd company has
sdggested introducing a value added incentiv_e} scheme to motivate the
employees for -their'bettef performance. To introduce the scheme, it is
_ﬁ. i);oposed that the best index p,erforidance (fa#ourabl_e to émloyér)_ ie
E;mloyee Costs to Added “.’zﬂue for the last five yeérs, will be used as
 the target index for future caiéulatibns of the bonus to be pai_d.
; Aﬁer the target mdex 18 detem:lined, any.actual iﬁip_rovement-in the.
| iﬁdex will be reW'ardéd. ﬁe employer and the elﬁployee will be sharmg |
: | ' any.duch improvement- m the ratio of 1 : 2, The‘ bonus is given .at dle end_ _
: of the year, after the ﬁroﬁt .for the year is detcﬁﬁined.

4

PLR
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(19)
PLR

The following information is available for the last 5 years.

Value Added Statement for 5 years

© Thelnstitute of Chartered Accountants of India

?ipthousands

Particulars 2010 | 2011 | 2012 | 2013 | 2014
Sales | 5,600 7,600| 9,200 1'0,4'00 12000
Less: B'c;ught in goods,
services 2,560 | 4,000| 5,000| 5.600| 6400
Added Value - '3,04'0 3,600 4',200. 4,800 | 5,600
Employee Cdsts: 1,300 1,520| 1,680 | 1968 2240
II')iv_idelnd 200) 300 400 480 600
Taiés_'% - 640| 760 840| 1,000 .1,i20
.Depmci;ﬁon '  so0l 60| 720| 880 1,120
| Deben@h;i&egt 80| - 80| 80 . .8.0'_. .f.'so
Retained Earnings [ a00| 32 ._480 "_.392__ a0

Added Value | 3,040 | 3,600 | 4,200 4,300 5600 |

PR

Marks

PT.O.




(20)
PLR Marks
Summarised Profit and Loss Account for the year ended on 31% March,
2015.
| | T in thousands
Particulars Amount

Income
Sales less returns o 13,600
Dividends and Interest . 500
Miscellaneous Income , 500 | 14,600
Expenditure | |
Production_i and Operational Expenses
Cost of Materials | 5,000
Wages & Salaries | 1800 |
_Othef Manuftu':turihg Expenses 1 1400 | 8200
Administrative Expenses | | |
Administra_tien Salaries
| Admjﬁisﬁaﬁoe Expenses
Selling and Distribution Expenses
Selling and Distribution Salaries | 120 |
Selling Expcnses e o St 400 o |
Finénioe Bxpecises e L o .
| Debenmwrelnest | | 80|
Depreciation | 1520
TotalExpendlture o | s
Profit before taxation .~ | | 3080
Provision for taxation . . 770 o
Profit after taxation o o 2s10 |

88

1,200

PLR
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1y
PLR Marks
From the above information, prepare Value Added Statement for the

year 2014-15 and determine the amount of bonus payable to employees,

if any.

(b} Give -major differences between IFRS and AS (applicable in India) with = §

respect to Property Plant and Equipment.

7. | Answer any FOUR of the foﬂbwing.: | _. | ._ 4x4
| P | | | 16
(8) AB Limited acquired at the start of the financial year a fixed assets
from USA at a pnce of US$ 1,25,000 and ﬁ:ade'a'f- down payment of

US$S 25 000. The éxcﬁan.ge rafe was ¥ 6'1.50.-.per.dolla.r at the date of
transactlon The balance amount was payable in 1 4 equal half yearly_
mstallments W1th interest @ 8% per annum. The exchange rate on due

| datesofmsta.llmenthasbeen?& 60; ¥ 61.80; ?6190andf62 10 The
asset was under construction durmg the period of six months from 1ts.
acquis_iﬁbn;.-Asceltgin the amqunt to be c:-ipita.]is'ed and the gain or loss

to be recognised in each of the YGérs.'

‘MR - PTO
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(22)
_ PLR : Marks
(b) HS Limited manufactures goods and caters to both national and

international markets. As on 31" March, 2015, it has the following

_stocks in its warehouso at factory :
Goods meant for national market — Sale value of ¥ 100 lacs
Goods meaﬁt_for international market — Export value of X 50 lacs

The company has 'a_ policy to mark up the products for national markets
'aI_One-third of cost while those for exports are marked up at 150% of its |
cost. Excise duty on goods is payable @ 1.2.36%. The management is of
the opinion -tﬁé_t excise is payable only on clearanoe-of goods \from
| factory and as such the saoie should not be a part of cost of .invemory.
You are requ.trod to guide the .coﬁ:pany in the Iight of relevant guidapce

~ note.

(© Knslma sold goods to Madhav for 4 100 crores agamst an export order
| | of Madhav Subsequent to thc sale by Krishna, the export order of .
Madhav was cancelled for unavoldable reasons, Madhav demded to sell
_ the goods in local rnarket, pronded a. pnce dlscount is al]owod by K |

'_ Knshna Knshna accoded l;o the request of Madhav Advise how the

dlscount g1ven shall be dealt in thc books of accounts of Knshna

© Thelnstitute of Chartered Accountants of India
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" PLR

Marks

(d) ‘A company désires to make provision in respect of its non-mdving or

slow moving items of stock. The following information is available :

~ Tinlacs.
. | Current Previous
Particulars - - year year
‘Value of Closing Stock ~~~ ~ 169 105
~ Provision based on No. of issues d_uri_ilg theyear ~  4.50 4.00
Provision based on products technicality 550 425

The company has been making-p{mvisions based on number of issues. =

Hovgi_éver, from this year, the management has decided to make .

p_roviB’on based on technical evaluation.

Explmn whether such changé wﬂl amount tb_ change in ‘accouhting

- “policy’. Alsb draw a suitable hote', if in-.yo'ur view the proposed change

* requires the samé to be given in the financial statement of the current

year.

~ PLR | S P_.T.o'.-'-"
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PLR Marks
(¢) Lucky P Limited has been assessed to Income-tax, in which demand of

T 10 lacs :has been made. The company has gone in appeal. The
company has deposited ¥ 6.00 lacs against the demand, o_ﬁ being
pﬁrsued by the department. The company has :been advised by its
éounsel that there is SO% chance of losing in respect of one of the
grounds which may end up confirming the demand of T 4.00 lacs, while
éu;_ othier grounds, there is falrchaﬂce of winning the appeal Hew the
company should treat the same while Pwrmns the final accounts for the

year enfing 31 March, 2015 7

| PLR
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