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ERS

Answers to questions are to be given only in English, except in the case of candidates who have
opted for Hindi Medium, If a candidate has not opied for Hindi Mcdiem, his answers in Hinds

will not be valued.
Question No. 1 is compulsory.
Candidates are also required (o answer any five questions from the FEMAMMINE SiX questions
Working notes should form part of the respective answers.

Wherever necessary, suitable assumptions may be made and diselosed by way of 4 note.

Marks

el ; Led. purchased a machinery from K Lid. on il_ﬂ&fﬂl_l_l_._ﬂmlwd price was 4xS
T 275 lakhs. The vendor offers 2% trade discount. Sales tax on quoted price is Ta

6%. 1 Ltd. spent T 60000 for transportation-snd ¥ 45,000 for architect’s fees.

They borrowed money from HDFC Bank of T 250 lakhs for acquisition of

asset @ 15% p.a. They also spent ¥ 15,000 for material, T 10,000 for Tabous

and T 4,000 as-overheads during trial nm of the machive. The machine was

rl:ﬂd]r_[n"_;n_if‘un 15-01-2013 Bt it was put to usé on 15-3-200 3, Find out the

onginal cost of the machine. Also suggest the accounting treatment for
between the date, the machine was ready for use and the date at which it was

actually put (o use.
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Aby A Lid. had acquired 0% shares in the B Lid. for T 1S lakhs. The net assets of

B Lid. on the day are ¥ 22 lakhs. Duning the year A Lid. sold the investment
for ¥ 30 lakhs and net assels of B Lid. on the date of disposal was T 35 lakhs.
Calculate the profit or loss on disposal of this investment to be recognized n

Consolidated Financial Statement

[1:}”); On IiJ:J._nuq!}'. 2001 Santa Lid. sobd equipmwent for T 6,014,400, The canrying

amount of the equipment on that date was T 1O, The sale was o part of
the package under which Banta Lud. beased the assel 1o Samta L. for Ten
Year term. The economic life of the asset s estimaied al 10 vears, The
minimum lease rents payable by the leaser has been fed w3 L0000
pavable annually beginning 31% December, 2011 The incremental bormowing
interest rate of Santa Lid. is estimated ot 10% poa, Colculute the net ellect on

the profit and loss account

NG K Lid. purchased a fixed asset four years ago for T 150 lakhs and depreciates
it at 10% p.a. on straight line method. At the end of the Tourth year it has
revalued the asset at T 75 lakhs and has written off the loss on revaluation to
the profit and loss account. However on the date of revaluation, the market
price is T 67.50 lakhs and expected disposal costs are T 3 likhs, What will be
the treatment in respect of impairment loss on the basis that fair value for
revaluation purpose is determined by market value and the value in use is

estimated at T 60 lakhs 7
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2. The summanzed balance sheets of two companies, Major Lid, and Minor Lid. s 2t 16

T G T E———— 1 1T

Particulars tMujor Lid, | Minor Ltg,j
Assets :
A IPlantand Machinery 14,000 1.00,300
J:ﬁ'r;ilum 14,000 9,200
18000, ordinary shares in Minor L, 140,000 -
4,000 ordinary shares in Major L, - |, 48.000.
‘;s',wéi:‘iu Trade 96,000 2,286,000
_Sundry Debtors 140,000 1.70,000
Cash at Bank | 34000 | 26000 |
9,38,000 582,000
Liabilities :
Ordinary shares of T 10 each 1.60,000 200,000
lﬁ".'ﬁ?rr-:!’:-rcnc: shares of T 10 each 300,000 160,000
E.Escr"u'ﬁ i 52‘,@% A | 0,000
Sundry Creditors 1,06,000 1,22,000
Pfgﬁl’ifr:df Loss account J20000 1 40000 |
el i 1 938,000 | 582,000 |

Major Lid. acquired the shares of Minor Ltd. on 1™ July, 2012, As on

:jllll_,l.}ffﬂ-ﬁ'l-ﬁl:f. 2011, the plant & machinery stood in the books at T 1,12,000, the

Teserve at ¥ 60,000 and the profit and loss account at ¥ 16,000, The plant and

machery was revalued by Major Lid. on the date of acquisition of shiares of Minor
Led. at T 1,20,000 but no adjustmenis were made in the books of Minor Lid.
= On 31" December, 2011, the debit balance of profit and loss account was

{-ﬁ.ﬂm}n the books of Major Ltd.

" Both the companies have provided depreciation on all their fixed assets at
10% p.a.

You ar¢ required to prepare a Consolidated Balance Sheet as on 31" December
2012 as per Revised Schedule-VI and Supporting Schedule for Computation.
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The consideration was agreed to be paid as follows :
(2} A payment in cash of T 5 per share in Moon Ltd. and
(b)  The issue of shares of T 10 each in Sun Lid. on the basis of two equity shares

{valued at T 15) and one 10% cum. preference share (valued at T 10} for every

five shares held in Moon Lid.

The whole of the share capital consists of shareholdings in exact multiple of

five except the following helding :

P-

Q
E
5

Other Individuals

and ¢ash.
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174
114
108
42

12 (Twelve members holding one share each)

It was agreed that Sun Lid. will pay in cash for fractional shares equivalent at
agreed value of shares in Moon Lid. %, ¥ 65 for five shares of T 50 paid,
Prepare a statement showing the purchase consideration receivables in shares

ERS

ERS Marks
Sun Limited agreed 10 absorb Moon Limited on 31% March 2012 whase 16
Summarized Balance Sheet stood as follows :
Equity and Liabilities T Assels T
Share Capital Fixed Assers 10,50,000
120,000 shares of T 10 1200000 | Investments -
each fully paid
Reserve & Surplus Current Assets,
Ceneral reserve 1,50,000 | Loans v
Secured Loan Stock in Trade 150,000
Unsecured Loan Sundry Debtors 300,000
Provisions
Sundry Creditors 1,50.000 |
15,000,000 15,040,000



{3)
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4. (a)  The capital structure of VWX Ltd. is as follows as on 2™ March, 2012 ¢ 12

Particutars T 1 S

45,000, equity shuares of T 100 each Tully paid 45,00,000

12,500, 12% preference shares of T 100 each fully | 12,50,000

paid

I'.’.*EF:- secured debentures 12,550,000

Reserves i.’.’j{}me

Profit before interest and tax during the year | 8,000,000

Tax rate 4%

r— R EEEEERTE T P EEE R

Normally the return on equity shares in this type of indusicy is 15%.

Find out the value of the equity shares subject to the Following :

(i) Profit after tax covers fixed interest and fixed dividend at least 4 times.

(it}  Debt equity ratio is at least 2.

(i) Yield on shares is calculated at 60% of distributed profits and 10% on
unsclistributed profits,

(iv} The company has beca paying regularly an equity dividend of 15%.

(v) Risk premium for dividends is generally assumed an 1%,

(b)  On 1™ April 2012, A company offered 100 shares 0 each of its employees at 4
T 40 per share. The employees are given a month to decide whether or not to
accept the offer. The shares issued under this plan will be subject 1o each in
transfer for three years from the grant date. The market price on the grant date
15 ¥ 30 per share. However the fair value of shares issued under this plan is
estimated at T 48 per share, On 30-04-2012, 400 employees accepred the ofTer
and pad T 40 per share, Nomunal value of each share is ¥ 10,

Record the issue of shares in the books of the company under the
aforesaid plan.
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The Balance Sheet of Domestic Lid. as on 31 March, 2013 is as under -
(T in Lacs)
Liabilities Assets
Equity Shares T 10 cach | 3,000 | Goodwill 7re
Reserves (including 10K | Premises and Cand at 400 |
provision for taxation of cost
T 300 lacs)
5% Debentures ’2.{]02,: Plant and Machinery 3,000
Secured Loans 2@ “Motor vehicles 40
Sundry Creditors 3‘::;, ”{Pur-:lmwd on 1.10.12)
Profit & Loss afc : Raw materials a1 cost 920
Balance from previous Work-in-progress at 130
yeur T 32 cosl
Profit for the year Finished goods at cost 180
{(after taxation) £ 1,100 1,132 | Book Debits 400
Investiment (meant for | 1,600
replacement of Plam &
Machinery)
Cash at Bank & Cash in 192
Hand
Discount on Debentures 10
Underwriting 16
Commission
7,632 7,632

Marks
10

I.  The resale value of Premises and Land is T 1,200 lacs and that of Plant
and Machinery is ¥ 2,400 lacs.

2. Depreciation @ 20% is applicable 1o Motwr vehicles.

3. Applicable depreciation on Premises and Land is 2% and tHat on Plant
and Machinery is 10¥5%.
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4. Market value of the investments is T 1 50K [acs,

5. 10 of book debts is bad.

6. The company alse revealed that the depreciation was ool charged o
Profa med Loss account and ihe provision for taxation already made 13
sullicient. .

7. In a similar company the market value of cquity shares of the same
denomination is ¥ 25 per share amd in .-.1Il:lluti‘$r$_|1:llly dividend ix
consistently paid during last 5 years @ 25%. Contrary o this, Domesic
Lid. is having a marked upward or downward trend m the case of
dividend payment.

8 In 2007-08 and in 2008-09 the noonal business was hampered. The
profit ecamed during 2K7-08 is ¥ &7 |..'lL"h. but during 200809 the
company incurred a loss of 11,305 I;u:r;.

Past 3 years' profits of the company were as under :

M ) T 464 lacs
Hao-11 T 546 lacs
2001-12 ¥ 405 lacs

The unusual negative profitability of the company during 200809 was due o
the lock out in the major manufacuring unit of the company which happened
in the beginning of the second quaner of the year 2007-08 and continued il
the lust quarter of 2008-09

Value the goodwill of the company on the basis of 4 years” porchase of the
| slpr prodi, .
'-{b]:h !J;l 1 April, 200 1, the Gair value of plan assets were ¥ 2,50,000 in respect of a 6
pension plan of Q Lud,

On 30" September, the plan paid om benefis of ¥ 47,500 and received
turther contribution of © 1,22,500.

On 31" March, 2012, the fair value of plan assct was ¥ 375,000 ¢id the
present value of the benefit obligation was 3 3.{1‘?.&1_'.!_2!- Actuarial losses on the
chligation for 2011-12 were ¥ 1.57K)., z
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On 17 April, 2011, the company had made the following estiniates
Particulars %
(i) Interest and dividend income after tax payable by the fund 9,25
(i) Realised and un-realised pain on plan asset (after tax) 2.00
(ii} Fund expenses. ooy
Expected rate of return 1025

Find out the expected and unexpected return on plan asseis.

6. (a)y” From the following Profit and Loss account of B. Cu, Lad Prepare @ gross

value added statement for the year ended 31-12-2002. Show also the
reconciliation between gross value added and profit before taxation.

Profit and Loss account for the year ended 31-12-2012

| Notes (Tin “000) | (T in *000)
Income :
:§af:‘.-jxr s 6,240
Expenditure : 6,295
uchion and  operational l 4,320
expenses
_‘@Z. istrative expenses (Factory) 2 180
1 it @lhcr charges L} 624
Dc@cci'atiun -1
(5,140
Profit belore tax 1,155 J
Provision for tax (550 %
1,100
Balance as per last Balance Sheet il E_Ii
1,160
Translerred w Fixed assets |
Replacement Reserve 1 w400 !
| Ditidend Paid 160 | (560)
Surplus carried to Balance Sheetr | G
ERS
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Motes :

. Production and Operation Expenses

Consumption of Raw materinls 1210
Consumption of stores 40
Local Tax 8
" Hu[uliu:;-lu Admimstrative staff I'}IHEI
-[]lhl:r Manufacturing Expenses 442
400

2. Administration expenses include
salanes and comnussion o directors 5
3. Imterest and other charges include
(a)  Interest on bank overdrali
{overdraft is of temporary natare) 109
(b  Fixed loan from LC.I.C.L. .f:rl
(¢}  Working capital loan from LE.CIL. 20
(d) Excise duties amounts o ?!I_l.:-_lﬁﬂlh_ﬁr total value added by
manulacturing and trading activities.

(B The investment portfolio of a mutal fund scheme includes 5,000 shares of 8
X Lad. amd 4,000 shares of ¥ Lid. acquired on 31-12-2010. “The cost of
X Lid. shares is € 40 while that of Y Ltd. shares is i'_giﬂ__l.hr market value ol
these shares at the end of 2000-11 were ¥ 38 and T 64 respectively.
On 30-06-2011, Shares of both the r:vumpanics_ were dEpE;*d off realizing
37 per X Lud. shar;.:s and !’_ii:__g.::r Y Lid. shares. Show imporiant accounting

entries in the books of the fund for the accounting year 2010-11 and 201 1-12,
ERS P.T.0.

CCI Online Coaching
www.CAclubindia.com/coaching



i 1H

K5 Marks

7. Answer any four of the following dscd

L}i&';‘-‘ﬂlih‘: closing its books of account on 31 March, 2012 a non-banking =16

finance company has its advances classified as follows :

Particulars Tin Lakhs |

Titandal:d Assels 16,800 124 :
Sub-Standard Assets 1,340 -
Secured portion of doubtful debts :

= Upto one year 320

= One year to three years Eit ¥

~ More than three years 30
Unsecured portion of doubtful debts 97
Loss Assels 4%

Ly
_ Calculate the amount of provision, which must be made against the advances,

~
ABYT From the following information relating to W Lid., calculate diluted earnings

per share as per AS-20,

_.{ai}fﬂmet profit for the current year T 500,00, 000 - -
(ii) MNumber of equity shares owstanding 1 00,00,
(iii) 11% converntible debentures of T 100 each (Nos.) 1,25 000) =+ .o

" (1v)  Interest expenses for cument year TIATS000 -
(vl Tax saving relating to interest expense %

(vi) Each debenture is convertible into eight equity shares.

L_l;ua} © W Lud. purchased machinery for T 80 lakhs from X Lud. during 2000-11 and
installed the same immediately. Price includes excise duty of ¥ 8 lakhs,
During the year 2010-11, the company produced exciseable gouds on which
excise duty of ¥ 7.20 lakhs was charged.

- SR

Give necessary entries explaining the weatment of Cenvat Credit.

{d) Write short notes on “Disclosure of carrying amounts of financial assets and
financial liabilities in balance sheet”,
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(eF Vishnu Company has at its financial year ended 31" March, 2013, filtcen law
suitﬁ:}ulﬂlnndiﬂg none of which has been settled by the time the :m;auunls are

approved by the directors. The directors have estimated that the possible
nutcomes ns boelow @

Result Probability | Amount of Toss |
For first ten na.ma - £
Win 0.6
Loss-low damages 0.3 90,000
Loss-high damages 0.1 6000
For remaining five cases :
Win 0.5
Loss-low damages 0.3 60,000 =
Loss-high damages 0.2 95 (M) L&

The directors believe that the outcome of each case is independemt of the
outcome of all the others.,

Estimate the amount of contingent loss and state the accountng treatment of
such contingent loss,
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