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The summarized Balance Sheets of Kush Ltd.')010 are a*. follorvs :

Marks

and Shuk Ltd. as at Blst March, 20

(Figures in lakhs)
Liabilities

Share Capital :

Equity Shares of
Rs. 10 each

Share Premium
Capital Reserve
on 1.04.09

General Reserve
on 1.04.09

Profit & Loss A/c
Creditors

Kush Ltd.
Rs.

Shuk Ltd. Assets
Rs.

Kush Ltd.
Rs.

86.4

23.4
18.0

73.8

45.0

Shuk L,td.
Rs-

72.9

7.2

13.5

47.6

2.7
13.6

276.0

32.4

13.5

70.2
29.7

108.0

7.2

9.0
21.6

19"7

Plant at Costless
Depreciation
Furniture, Fixtures
& Fittings

Stock at Cost
Debtors
Trade Investment
Goodwill at Cost
Investment :

361.8 165.5

8.64 lakhs Shares of
Shuk Ltd. at Cost 97.2

Balance at Bank 1g.0 8.0

361.8 165.5

-
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Additional information :

(1) On 1st April, 2009 Kush Ltd. acquired from the shareholders of shuk Ltd'

8.64 lakhs shares of Rs. 10 each in Shuk Ltd' and allotted in consideration

thereof 6.48 iakhs of its own shares of Rs. 10 each at a premium of Rs' 5 per

share.

(2) The consideration for the shares of Shuk Ltd' was arrived at inter-alia by

valuing certain assets of shuk Ltd. on 1st April, 2009 as under :

(i) Plant at Rs. 90 lakhs

(ii) Furniture, Fixtures & Fittings at Rs' 8 lakhs

(iii) No value on Trade Investment and Goodwill'

No adjustments were made in the books of accounts of shuk Ltd' in respect

of the above valuation.

During 2009-10 there was no purchase or sale of these Assets' It is de-'ired

that such adjustments should however be made in the consolidated

Accounts.

(3) The figures for Plant and Furniture-Fixtures and Fittings at 31'3'2010 shown

in the Balance sheet are after providing depreciation for 2009-10 at the rates

of 10 per cent per annum and 20 per cent per annum respectively, on the

Book values as at 1.04,09'

(4) The Profit and Loss Account of shuk Ltd. showed a credit baiance of

Rs.27 iakhs.on 1.04.09. A dividend, of lTvo was paid in January' 2010 for

the year 2008-09. This dividend was credited to Profit and Loss Nc of

Kush Ltd'

(5) The foilowing point was not considered in making out the accounts :

In the year expenses at Rs. 4,500 per month were incurred by Kush Ltd' on

behalf of shuk Ltd. It was by mistake debited to Profit and Loss Account of

Kush Ltd. and nothing has been done in the accounts of shuk Ltd'

(6) The stock of shuk Ltd. included Rs. 4'5 lakhs of goods received from Kush

Ltd. invoiced at cost plus 25 per cent'

RPG
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(7) Debtors of Shuk Ltd. include Rs. 3.5 lakhs due from Kush Ltd. whereas

Creditors of Kush Ltd. include Rs.3.1lakhs due to Shuk Ltd', the difference

being represented by a cheque in transit

you are required to consolidate the accounts of the two companies and prepare

a Consolidated Balance Sheet of Kush Ltd. and its subsidiary as at 31st March.

2010.

. (a) The Summ arized. Balance Sheet of 'Janmejay' Private Ltd. as on 31.03.2010 10

is as under :

Liabilities

Share Capital :

Equity Shares of

Rs. 10 each

BVo Preference Shares of

Rs. 10 each fully paid

Reserve & Surplus :

General Reserve

Profit & Loss A/c

Current Liabilities :

Bank Loan

Sundry Creditors

Amount Assets
Rs.

5,00,000

2.00.000

1,00,000

2,20,250

1,00,000

49,750

Fixed Assets :

Goodwill

Leasehold Property
(-) Depreciation

Plant & Machinery
(-) Depreciation

Investment at cost

Current Assets :

Stock at cost

Sundry Debtors

Balance at Bank

; 1,60,000

70,000

2,50,000

25,000

Amount
Rs.

1,75,000

90,000

2.25.000

4,00,000

82,500

40,500

1,57,000

11,70,000 11,70,000

A holder of l-0,000 of the Equity Shares in the company has agreed to sell

these shares at a value based on the above Baiance Sheet, but subiect tct

adjustment of the valuation of the following :

(1) The leasehold property was acquired on 1.4.2000 and at th'e Balance

Sheet date the lease has a further six years to run. The cost should bc

written off over the term of the lease by equal annual charges. To date

Rs. 7,000 per annum had been written off'

RPG P.'1. o.
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(2) In 2007-08, goods costing Rs- 6,000 were purchased and have been included
since that date at cost in the Stock lists. The goods were valueless on the
Balance Sheet date.

(3) An expense Creditor Rs. 3,750 of the current year has been omitted from
being recorded in the books.

(4) A General Reserve of 10 per cent on total Debtors, after specific provision
for Doubtful Debts, has been made for the First time in the current vear
accounts.

(5) Goodwill is to be valued at two years' purchase of the average Profits,
after the above adjustments, of three years 2007-0g; 200g-0g; and
2009-10, such profits being those available for dividend for Equity
shareholders.

(6) The profits of the company as shown by the accounts before appropriations
and before providing for preference dividends were as foflows :

Year Rupees

2007-08 80,400

2008-09 g 2,900

2009-10 89,650

You are required to compute the total consideration due to the Vending
Shareholder.

W From the following data compute the Economic Value Added : 6
1

Share Capital Rs. 1,600 crores

. Long-term Debt Rs. 320 crores

Interest Rs. 32 crores

Reserve and Surplus Rs. 8,200 crores

Profit before Interest and Tax Rs. L,492 crores
' Tax Rate B1Va

Beta Factor 1.05

Market Rate of Return L4Vo

Risk Free Rate lOVo

_t
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3' GI Modern Cars Ltd. is engaged in the business of manufacture of electric l0/ Passenger Cars. The Company requires you to determine the value of its
goodrvill also showing the leverage effect on goodwill. Its Balance Sheet is as
on 31.03.2010 is as under :

Balance sheet of Modern cars Ltd. as at Blst March, 2010

Liabilities

Share Capital :

(Equity Shares of
Rs. 10 each)

General Reserve

72Vo Term Loan from bank
Creditors

Provision for Tax
Proposed Dividend

Gross Fixed Assets

Less : Depreciation till date
Investments :

Non-trade

Trade

Current Assets :

Overseas Debtors (l$=INR 42)

Indian Debtors

Stock in Trade

Cash and Bank Balances

Rs. Rs.
(Lakh) (Lakh)

1,500

500 1,000

Rs. Assets
(Lakh)

1,500

500

500

2r0
10

740

2,960

300

90

420

400

390

820

350

300

2,860

Additional information :

The closing exchange rate for the u.s. dollar was INR 48. rncome from
Non-trade Investments was a loss for the year ended 91.08.2010 owing to
write down of cost of acquisition by 47o. There was no other transaction und.er
Non-trade Investments during the year.

Current Year depreciation charged on historical cost was Rs. 100 lakhs. Current
cost of Fixed assets is determined at Rs. 2,000 lakhs.

while current cost of closing stock is Rs. 867 lakhs, that of the opening
stock was Rs. 200 lakhs against its historical cost of Rs. 148 lakhs. The
market value of Non-trade Investments at the year end was Rs. 800 lakhs.
The Overseas debtors made settlements in U.S. $ only.

RPG P. T. O.
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ThelndustryAveragerateofreturnonculTentcostofcapitalemployedts
l27oonlong-termdebtandLs%onequity.TheopeningbalanceinGenerai

reserve *r,;;.-1ro iuthr. while prevailing tax rate is 3O7a such rate rs

exPected to decline bY 57o'

Usingtheaboveinformationyouarerequiredtoarriveatvalueofthegoodwill
of the company under equity ".J i""*-term fund approaches and also show

the leverage effect on Goodwill'

6) Aakshaya Ltd. has given a !2.(fJvafixed rate loan to its subsidiary shava Ltd'

\: Aakshaya Ltd. measures this loan at an amortised cost of Rs' 2'50'000' Aakshaya

Ltd.hasplanstohiveoffthereceivableatalaterstageandasameasureto
safeguardagainstfaliinvalueofitsdueentersintoapay.fixed,r.eceived
floatinginterestrateswaptoconvertthefrxedinterestreceiptsintofloating
ratereceipts.AakshayaLtd.designatestheswapasaHedginginstrumentin
a fair value hedge of the Loan Asset'

overthefollowingmonthsmarketinterestratesincreaseandAakshayaLtd.
earnsinterestincomeofRs.25,000onthelo^an'andRs'1,000asnetinterest
paymentso,,ir'"swap.TheFairvalueoftheLoanAssetdecreasesby
Rs. 5,000 *n,'" .n't oi tt"u interest rate swap increases by 5,000. You are

informed. that all cond.itions ,;;;tr* for the {edse 
Acl1untinlii" satisfred'

you a.re required. to pass J";t;;i Entries, rvith suitable narrations' in the

books of Aakshaya Ltd' to record the above transactions'

240

90

330

600

1,800

90

180

4.@lPerrotteLtd.hasthefollowingCapitalStructureaSon3l.03.2009:'' f ' 
Particular' 

(Rs' in crores)

(1) Equity Share Capital (Shares of Rs' 10

each fullY Paid)

(2) Reserves and SurPlus

General Reserve

Share Premium Account

Profit & Loss Ac\unt

Infrastructure D et'eEf,ilEil" Re s erve

(3) Loan Funds

RPG
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The Shareholders of perrotte Ltd. have on th<of Directors approved on 1, ,;;;;"vc^u' 

tne recommendation of their Board
permissil

ava'abre 
re number 

", ;1::,lr ;HJ ;::T:l:l ;:,*: :*;fil"Tat the disposar of the company. 
--*v^ara. L'e iarge s

The prevailing market valur
in order to induce the existi,]Jilffi::i:T#ffi;T*:.T:;H;T
it rvas decided to offer u pri* 

", ,Oi- 
"r. "r"rU",

;ff:::TJfiTlilllJt: rnrrastructure Reserve is created to sarisry

you are re
bought r"#;;1"1;,1?,T"rlffiTr";:rumber of shares rhat can be
where the Loan funds of the company *"."1t 

and'also undei a situation'
Rs. 1,500 crores. either Rs. 7,200 crores or

As-ru6i.11g that the entire bu

ffiTnil:Tffi:..:ffi ;il;.:"1TJi1, jt,3lli"1::1"::T":i;

f) l::oru Ltd. granted Rs. 100 takhs as roan to its2009 at a concessionar rare *r"J"- :::: ': tts emplo..vees on 1st January,
that the ,"""t"iitlla-l 

rate of interest of 4 per cent

interest,r""u' 
is to be repaid in five equal ;ffr ffi"#Jffff;

risk profir", ,. iol"il. ;;:T::d 
th.at 

'r'u o.u.,uiring rencrins .utu ror such
should be rec
c, os ure,h 

"* ";*;;* ; **';"' 
ffi ":i: #,;:;Ti :**rH i:;

be recorded in the company,s #il?l;':;T:ilate narration.'tr,ut oulr

lPresent value of an Indian Ru
annum will be
ror purposes or ;fmi::: ;1;, :';,'iilTi;ffi1 l: ffi :?:lT

Marks

RPG
P.T.O

o.



(B)

RPG

/ {al A plant was acquired 15 years ago at a cost of Rs. 5 crores. Its accumulatecl* depreciation as at 31st March, 2009 was Rs. 4.15 crores. Depreciation estimated
for the Financiai year 2009-10 is Rs. 25 lakhs. Estimated lrtet Seiling price as' 31st March, 2009 was Rs. 30 lakhs, which is expected to decline by 20 per
cent by the end of the next Financial year.

Its value in use has been computed at Rs. 35 iakhs as of 1st April, 2009,
which is expected to decrease by 30 per cent by the end of the F,inancial year.
(i) Assuming that other conditions for applicability of the impairment

Accounting Standard are satisfied, what should be the carrying amount
qf this plant as at Blst March, 2010 ?

(ii) How much will be the amount of write off for the financial year to end
on 31st March, 20t0 ?

(iii) If the plant had been revaluecl ten years ago and the currenl reser'es
against this plant were to be Rs. 12 lakhs, how would .r.ou ans\r-er to
questions (i) and (ii) above change ?

(iv) If the value in use was zero and the enterprise were required to incur a
cost of Rs. 2 lakhs to dispose of the plant, what wouid be your r.esponse
to questions (i) and (ii) above ?

(b) 'Suram' Ltd. wants to re-classify its Investment in accordance with AS-18. 4
Decide on the treatment to be given in each of the following cases :

(1) A portion of Current Investments purchased for Rs. 20 lakhs to be reclassified
as T'ong-term Investments, as the company has decided to retain them.
The market value as on the date of Baiance Sheet was Rs. 25 lakhs.

(2) Another portion of Current Investments purchased for Rs. 15 lakhs has
to be re-classified as Long-term Investments. The market value of these
investments as on the date of Balance sheet was Rs. 6.5 lakhs.

(3) Certain Long-term Investments no longer considered for holding purposes
have to be re-classified as Current Investments. The Original cost of
these was Rs. 1,8 lakhs but they had been written down to Rs. 12 lakhs
to recognise permanent decline as per AS_18.

Marks

B

RPG
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on 1st December ,2009,"sampath" construction company Limited undertook

a contract to construct a building for Rs. 108 lakhs. on 31st March, 201-0 the

company found that it had already spent Rs. 83.99 lakhs on the construction'

A prudent estimate of additional cost for compietion was Rs. 36.01 lahhs'

what is the provision for foreseeable loss, which must be made in the Final

Accounts for the year ended 31st March, 2010 based on AS-7 on "Accounting

for Construction Contracts'"

v @) From the following data in respect of an employer kindly calculate the total 12

/ value of Human Capital under 'Lev and Schwartz' Mode1 :

Distribution of EmPioYees

(c)

Unskilled

No. Average

Annual
earning

Rs.

100 18,000

30 36,000

Semi-skilled

No. Average

AnnuaI
earning

Rs.

60 36,000

30 48,000

20 60,000

Skilled

No. Average

Annual
earning

Rs.

40 84,000

20 1,20,000

10 1,80,000

Marks

Age Group

30-39

40-49 50 30,000

50-54

Retirement age is 55 years. Appiy discount factor of 207o. In calculation of

total value of Human factor the lowest value of each class should be taken'

Annuity factor @ 20 Per cent'

for 5 years

for 10 years

for 15 years

for 2O years

for 25 years

2.99t

4.L92

4.675

4.870

4.948

RPG P. T. O.
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y TPI: and Projects Limited is a company in the oil and gas sector. It 4undertakes extensive research and development work as part of its operations.It has till the end of the financial year 81 March, 200g spent Rs" 592.28
crores on research expenses.

The development of a new process was completed in the accounting year
2008:2009 after incurring an expenditure of Rs" 322.2G crores. In the accounting
year 2009-2010, the company implemented the new process resulting in a
post tax saving of Rs. 100 crores in the first year of operation and savings of
Rs. 80 crores per annum thereafter for the next four vears.

The cost of capital to the company is 12 per cent.

Kindly indicate how you will, in the background of accounting sta.ndards
prescribed, proceed to record the transactions in the books of accounts of the
company.

You are given to understand that the research expenses shown above do 1ot
include any general or selling and administrative expenses.

The present value discounted at 1,2 per cent of a Rupee can be adoptecl at
'893, .797, .7'1,2,.68G and .s67 for the purposes of calculation.

RPG


