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Answers to questions are to be given only in English excopt in the caso of candidates.
h have opid fr Hindi e, If s cxndilste b had not opted o Hiodi
iedium, answars in Hindi, his answers in Hindi will not be valued.

Answor SHCRRAS

Warking notss should form part of the answor.
Wherever necessary suitalle assumptions may be mads by the candidates
By = Marks

1. The Balance Shesa of Aqua Lid, and Boga Ld ot o the dates of st cosing of 20

Accoun are an under
A Baa

Lisiites Aron L9000 As on 9112208
' Rs. T

Share caitl aquiy share o R, 10 cach) 100000 500000
« Accumulated Profits & Reserves 4,50,000 2,05,000
15% Rs, 100 non-convertibl debentures - 300000
Accounta Payatie 450000 280000
Othr tabilties 100000 0000
ax Provision 150000 250000
Total B0 7500
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Agua Baga
Assets Ason 31082009 As on 31.12.2008
Rs. Re.
Fixed Assets at Cost 845,000
Less Depn. 95,000
650,000
Investments :
40,000 share in Baga Lid. 5,00,000 s
1,000 debentures ix Baga Ltd. 150000 o
Current Assets
Inventories 2,00,000 350,000
Accounts Receivable 250,000 465,000
Cash & Bank 280,000 355,000
Total 22,50,000 15,725,000

The following information is also available

On 8th Februsey, 2000 there was @ firo at the factory of Baga Lid. resulting
in inventary worth Rs, 20,000 being destroyed. Baqa received 75 per cent of
the loss as insurance.

2. The same fire resulted in destruction of a machine having & written down
valug of Rs. 1,00,000. The Insurance Company udumitted the Company's
claim to the extent of 80 per cent, The machine was insured at. its fair
value of Rs. 1,50,000,

On 13th March, 2009 Aqua sold goods costing Rs. 1,50,000 to Baga at a
mark-up of 20 per cent. Half of these goods ware resold to Aqua who in
turn was able to liquidute the entire stock of such goods before closure of
accounts on S1st March, 2009, As on 31st Mareh, 2000 Bagu's accounts
payable show Rs. 60,000 dite to Aqua on the two transactions.

Aqua acquired the holdings in Baga on 1t January, 2007 when the reserves
and accumulated profits of Baga Lid. stood at Rs. 75,000,
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6 Toth Companies have not providsd t yeas profis. Tha
Clreat ear et s s e 500 e 6,00 o A e
‘and Baga L. reepeetivol. Tho tax rate s 535
s ool cared by B Lk e pried . 2000
P eriod in

You are requested 1o, consolidate the aceounts of the tws cumpanics anl
prepare » Convoldted Blane Shetof A Limied and s sbediry
A Tiat Mara

et i 5

T e e ,...."“""“‘.....(......"':';:
pihnieesy
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30 oty thre 3 1 T Bln ey e e

ks of theso sharws. It ¢ aiso agreed that the consideration
mhh--dlkkdn-mnnwlwhn-p-mmjnmy 200010

el it A e T M
supplied 80 yous

Swalllad Lt Ll

Ondinary Shars of Ra. 10 each (No) Aol 0 lakhe
108 Preferoce shares of B 100 ach (Nox) ey N
10 Prefernce shares o Rs. 10 sach (Nes.) Ni 20
55 debentares of . 10 each (Noa ) 4l ok
Investrments Held

1) 4 Lakh andinary sharos i Smal 1. — a0 ke
()2 10k erdinary shares i Lit Led. e 20 takhe =
Praf baore intrest & Tox (PBIT) after

Considorine
Trapaactions and ok e 0l R 35 bk
0 %
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et of adjustments

required to the profit figure as given above ©

1. The profits of the respective companies would be adjusted for half the value.
of contingent liabilities as on 31st March, 2009,

Debtors of Small Ltd. include an irrecoverable amount of Rs. 2 lakh against
which Rs. 1 Jakh was recovered but kept in Advance account

5. Little Ltd. had omitted to provide for inereased FOREX liability of US$ 10,000
on Toan availed in financial year 2005-06 for purchase of Machinery. The
machinery was acquired on 1st January, 2006 and put to use in Financial
yoar 2006-07. The additional liability arose due to change in exchange rates
nd is arrived at in conformity with prevailing provisions of AS 1. Th
exchange rate s US § 1 = INR 50.

Small Lid, has omitted to invoice a sale that took place on 31st March,
2009 of goods costing Rs. 2,50,000 at a mark up of 15 per cent instead the
oods were considered as part of closing inventory.

5. Closing Inventory of Rs. 45 lakhs of Little Ltd. ss on 31st March, 2009
stands undervalued by 10 per cent.

6. Contingent lisbilities of Small Ltd. & Little Ltd. as on 31st March, 2009
stands at Rs. 5 lakhs and Rs. 10 lakhs respectively.
The terms of the share issue are as under
() Shares in Big Ltd. will be issued at a premium of R 19 per share for all
sh

rérolders of Small Ltd. The Premium will be Rs. 15 per share for
“haros in Big Lid. issued to all external shareholders of Little Ltd.

(i) No shares in Big Lid. will be issued in liou of the investments (intercompany.
holdings) of bth companies. Instead the shares so held shall be transferred
1o Big Ltd, at the clos of the financial yar ended 315t March, 2010 at Par
Value consideration payable on date of transfer.

(5) Big Lid. would in sddition to the issue of shares to outside sharcholders of
‘Small Ltd. and Little Lid. make a preferential allotment on 31t March, 2010
of 2 lakhs ordinary shares at a premium of Rs. 28 per share to Virgin Capital
144, (VCL), These shares will not be eligible for any dividends declared or
paid il that date.
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el will go in for & 18 per cent unsecured Bank overdraft facility to meet
corporstion c0ts of . 16 sk and temards management eponses il
ot Mareh, 2010 estimstd at Ra. 14 lakhs. The overdraft is exp
availed on 1st February, 2010 and closod on 31st March, 2010 out of =
proceeds of the preferential allotment.

() Tt is agreed that interim dividends will be paid on 31032010 for the
period January, 2010 to March, 2010 by Big Ltd. at 2 per cent; Small Ld.
at 3 per cent and Little Ltd. at 2.5 per cant. Ignore Dividend Distribution
tax

(+i) The prevailing Income Tax Rate is 25 per cent.

You are required boissued

of each of the companies ané prepare the projected Profit and Loss Account for the
poriod from 1st January, 2010 to 31.08.2010 of Big Ltd. and its Balance Sheet as
an 315t Mareh, 2010,

3. 4af Ty L. 5 i the Vusiness of making sports squipment. The Company 10
aperates fom Thailand. o globalise s operations Timby has identified Fine
Toys L. an Tndign Compan, aa & potential take over candidate. At due

~ iligence of Fino Toys Lud. the following information is avilable
a) Cash Flow Forecusts (s in Crore)

Aor s
Aine Toys Lid 24 211
Aty 1t T8 70
B The Net worth of Fs Toys Lud. (i lakh R afer considering cortain

adjustments suggested by the due diigence toam roads as unds

Tangible 750

Inventories 145 ¢

Rocoivables i
970
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‘Rapresented by equity shares of Rs. 1000 each

Tilks for tako over bave crystallized on the following :

1

1k ill b bl 0 s Mchinery worth R, 78 ki which
e sposed o by them subsquent o ke ver, The expested realization
will be Rs. 50 lakh.

o ovantories and xecaivablea‘are ageoed for takeovor st values of
1 Re. 50 lakhs respectively which is tho price they will

‘realize on disposal

\Tho labilitios of Fine Toya Ltd. wil be discharged in £l on tuke over
vlongwith an employee aetiemont of s, 80 lakhs for the amployees
oho ave ot interested in continuing under the aew managoment ?
by Lide il st a sum of R 150 lakhs for upgrodia e Flaat
ot Fine Toya Lt o takeover, A Rurthor sum of R 50 lakis wil sep
b immered in the seconi yoar to ravamp.the aachiso shop flock of
Fine Toys Lte.
the Anticipatad Gash Flows (i s crore) post takeovar aro aa olews
Mg 0 - SRR i
16: e VB 00 G0N Sea 100, IO D
Yan are roquired o advise the mansgement the maxinum price which
ey éan pay per sharo o ¥ Toya L. i discount fator o0 por cont
{» considered appropriate.
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Schemos. Fr

farnished below you arc ppony o,

of unit halders funds for the Financial year eaded 31t March, 2009

Opening Balaneo of net assots 12,00,000
Net Income for the year (Audited) 85,000 ¢
850200 units issued during 200800 96,500
762300 units redeomed during 200809 71820

Tho par value por unit is Rs. 100.
(Figures given above are in Rs. '000)

Pankj Ltd. is & company engaged in manufucture of Nucloar Power Stations, 10
Tho Compuny usually rossets to long term Fe

e s GBI e, o it SR
1t April, 2010 and the next on 1st April, 2012 The interest due on the loan
has been' paid in full on 1st March of each year, The exchange rate on the
dato of borrowing was 1 118, § = INR 40,

The accounting treatment fallowed by the Company for the subsequent three

years with exchange rates provailing on those dates were s unde

Year ended Exch Rate  Accounting Troatment

3lst March, 2006 1US$ =41  Forex Loss of Rs. 10 crore charged to
Profit and Loss account;

304t March, 2007 1US$ =89 Forex guin of R 20 erore recognised
in Prafit and Loss account;

16t March, 2008 1US$ =48  Forex Loss of Rs. 90 crore charged o
Profit and Lass account;

LR e e Profit and Loss account of cach

car at transaction value on payment dates.
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Pankaj Ltd. is in the process of finalising its aceounts for the year ended
315t March, 2009 and undorstands that A.S, 11 has been amended and opts.
to follow the Companies (Accounting Standards) Amendment Rules, 2009,
() You are tequired to show treatment of the Forex Lossealgains in the
light of the above amendment to AS 11 for the years 2005.06; 06-07;
07-08 & (8-09. The exchange rate to 1 US Dollar on 31st March, 2009
In 5400 Ronsrlag 545 i1 el oL Bot s o1 015 Mera, 2010
and 316t March, 2011 will be Rs. 51 and Rs. 52 respect
ey Sl a1 g

years alsy,
(b) What are the disclosure requirements to be complied with by Pankaj
Ltd. as & result of having opted to follow the amendment in the
Companies (Accounting Standard) Rules, 2006

Would your answer to (a) above be different of Pankaj Ltd. was not a
Company and were & Co-operative Society.

As on 1st April, 2008 the fair valuo of plan assets was Rs. 1,00,000 in respect
of a pension plan of Zeleous Ltd. On 90th September, 2008 the plan paid out
benefits of Rs. 19,000 and received inward contributions of Rs. 49,000, On
31t March, 2009 the fair value of plan assets was Rs. 1,60,000 and present
of the defined benefit obligation was Rs. 1,47,920. Acturial losses on the
hligesans fr the yoar 2008.09 were Ra. 60,
S s il
market studies, understanding and prevailing prices

%
Interest & dividend income, after tax payable by the fund 925
Realised & uerealised gains on plan assets (after tax) 200
Fund administrative costs. 100
Expected Rate of Return 1025

You are required to find the expected and actul returns on plan assots
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R
UN Grant resived for Building Consruction in Afpaniatban 5000000
Boropot Grant fue el Poisdtivn 000000
rasi bl i ANt e st O .

Afganistin 000000
Niarest raceiesd on Ficed Doposie vested b Toat Btk
30 o sl s v oa 10k alg 4000 T 2000
oot o L, passhiesad fr eting v Fehablfaton
=7 Centre at Afganisthan 12.25,000
\ At from worstsictd fund T purchasing moveable
& 1500000
(Advance payment for acquiring balance land at Afganisthan 7,00,000
Purnitife pibebased o Rebabilation Projost | sooen
A€ot of § Desest Douller ;.,p, | 3500000

Amount seitled to builders for construction of Rehabilitation |
Casirs Bulaing ot Alptbsn based o percentage
work completed 12,50,000
Prepare a statement of Changes in Development Fund and o Halance Sheet
of the Fund at the year end.

)

(ot AS Lid. Leased o machive to SB Lid. on the fllowing terms 8
(Rs. in Lakhs)

Fair value of the machine 400

Lease term 5 years

Lease Rental Per annum 100

Guaranteed Residual value 020,

Expected Residual value 040

Intornal Rato of Return 15%

Depreciation is provided un straight line method at 10 per cent per anmum.

Asearinn unssrued Fnanial ncome, Necss iy o et o in
of the Lessee in first year may be sl
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