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Total No. of Questions ~ 7 Totul No. of Printed Pages — 16
Time Allowed — 3 Hours Maximum Marks - 100

YAB

Answers to guestions are to be given only in English, except in the case of candidates
wha have opted for Hindi Mediom, Answers in Hindi of any candidate who has not
- “opted for Hindi medium shall not be valued,

Question No. 1 is compulsory and candidates are required to answer any five questions
from the remaining six questions.

Wherever necessary suitable assumptions may be made and disclosed by way of note.
Working notes should form part of the answers.
Marks
; x5
=20 .
b (a) Anemployee Roshan has jeined a company XYZ Ltd. in the year 2013, , § -
The annual emoluments of Roshan as decided is ¥ 14,90,210, The
company also has a policy of giving a lump sum payment of 25% of the
last drawa salary of (he employee for each completed year of service if
the employee retires after completing minimum 5 years of service. The
salary of the Roshan is expected to grow @ 10% per annum.

The company has inducted Roshan in the beginning of the yeur and it is
expected that he will complete the minimum five vear term before
reunng.

What is the amount the company should charge in its Profit and Loss
account every year as cost for the Defined Benefit obligation 7 Also
calculate the current service cost and the interest cost to be charged per
year assuming a discount rate of 8%,

: (P.V factor for 8% - 0.735, 0.794, 0.857, 0.926, 1)
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(b} Quick Ltd., is a company engaged in the rrading of spare parts used in =~ 5
the repair of automabiles. The compuny has been regular in depositing
the tax, as such there is no liability of Income Tax cie. for the Financial
Year 2012-13,

The figures for the year are as under |

Income Chargeable to Tax T 211.64 Lakhs

Total Income after Adjustments T 228.48 Lakhs

Tax thereon 74.13 Lakhs (7
TDS deducted during the year ¥ 30.45 Lakhs ,1"
Tax paid for the year T 43.68 Lakhs VS

The company has prepared its Balance Sheet as per above figures.
However during the assessment procecding held before the finalization
of the Balance Sheet tj_m Income Tax Officer has issued demand of
T 7.52 Lakhs, insisting that this amount of TDS has not been uploaded

online and thus is not acceptable as deduction.

The company has in reply to the same filed a rectification with the
Assessing Officer. The company is trving to collect the TDS
certificates, but ¥ 2.39 Lakbs deducted by XY LTD., is not traceable.

The rectification is lying pending with the Assessing Officer.

Please suggest the treatment of ¥ 239 Lakhs and ¥ 7.52 Lakhs in
Balance Sheet.

YAD
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{c) Compiech Lid. having office at Chennai, acquired a sophisticated three 5

~""  dimensional (3D) computer printer having all inclusive MRP
(Maximum Retail Price) of § 50 lakhs from a supplier located at New
Delhi. The rerms of the purchase were as under :

(i}  The supplier would buy back the existing unit with Comptech thar

has carrying amount of ¥ 10,20 lakhs, Prevailing CST rale 15 2%.

(ii) The supplier would give a special discount of 10% on MRP to

Comprech considering their long standing relationship.

(i} A cash payment of ¥ 38.25 lakhs would be made by Complech
Lid. to the supplier.

(iv) Accessories reqguired to operate the machine costing ¥ 7.60 lakhs
(inclusive of all taxes) will be purchased by Comptech,

(v) The supplier will deliver free of cost certain heavy duty cables etc.

having MRP of T 5.75 lakhs, that are requived o run the machine.
(vi) Transit insurance cost will be bome by Comptech @ 2% of MRP.

(vii) Freight and other incidentals amounting o T 2.30 lakhs is bome
by Comptech.

You are required to amive at the cost of the new asset and show the
profit/(loss) incorred by Comptech on the buy back arrangement and
also draft the Journal Entries to record the above transaction.
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-ﬁl.-"'ﬂumpﬂm Basic and Adjusted Eamings per share from the following 3

informartion :

Net Profit for 2012-13 T 22 lakhs

Net Profir for 2013-14 T 33 lakhs

No of Shares before Rights lssue 110,000

Rights Tssue Ratio One for Every Four Held

Rights Issue Price ¥ 180

Date of Exercising Rights option 31-7-2013 (fully subscribed

on this date)

Fair Value of Shere before Rights Issue T 270
Al workings may be rounded off to (wo decimals,

2. / A Company Q is willing to sell its business. The purchaser has sought 16
professional advice for the valuation of the goodwill of the company. He has

the last sudited financial statements  together with some  additional
imformation. Help him to ascertain the correct price for the purpose of |

purchase ; i
The extract of the Balance Sheet as on 31-3-2014 is a5 under ;
Liabilities I==¢ Assels 4

Equity Share Capital [ Goodwill 2,75,000
(shares of T 100 each) %,50,000 | Land & Building 5.45,000
&% Prefercnce Share Capilal Plaor & Machinery | 4,535,000
(shares of T 100 each) 2,25,(00 | Tnvestinents in shares 485,000
Reserve & Surplus 10,25,500 | Tnventorics 3,80,000 |
9% Debentures .| 3.60.000 | Trade Receivables (net) | 4,25.620
Current Liabilities 3,25.640 ' Cash & Bank balance 5,20,520

Total: . | 30,86,140 | Total : 30,86,140

YAB
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(1} The purchaser wants to acquire all the equity shares of the company,

(2} The Debenrures will be redeemed ui'. a discount of 25% of the value in
Balance Shezt and investments in share will be sold a1 their present
market velue which is quoted ax 2 4,95,200. The above will be prior 1o
the purchase of the cquity shares, |

For the Purpose of Pricing of Goodwill :

) i
(3) The narmal rate of return on per assets for equity shares is ﬁn%.

| T—

—_—

(4) Profits for the past three vears afler debenture imterest but before
o R
Preference Share Dividend have been 25 under: ;

31-3-2014 ¥ 295,000

'_I' n,

31-3-2013 T499.000 ~
31-3-2012 2 3,25,000

(3)  Goodwill is valued at three years purchase of the adjusted average sy per

profit.

(6) In the year 2013 20% of the profit mentioned above was die to non

recuting transaction resulting in Increase of profit.

YAB P.T.0D.
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(7). The Land & Building has u current rental value of 2 62,400 and a'8%
retun is cxpected from the ph:pcny, T

(8) On 31-3-2014, 8% of debtors exssting on the date had been written s
bad and charged to Profit and Loss Account ag Provision for Bad debis.

The same are now recoverable, Tax is applicable a35%. ||I
B

(¥) A clam of compensation long contingent of ¥ 25,000 has perspited and

is 10 be sceounted for.

(10} No Debenture interest shall be payable in future due to its redemption.

3. The Balance Sheets of the Greatness Group of Companies as at 31% March ilﬁ -
2014 15 given below -

GreatestLtd. BIG Ltd. SMALL L.

Capital & Liabilities
T R T
Share Cupital :
Ordinary Shares of ¥ 10 3,00,000 2,00,000 1,00,000)
General reserve 100,000 50,000 30,000
Profit & Loss Account 2,00,000 1,00, KN} S0,00
Creditors 3,060,000 2,00,000 1,000,000
Total : 11,000,000 550,000 I,EIT,IJI}B
YAB
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Assels :
Fixed Assets 7.75,000 4,10,000 2,35,000
Investments :

16,000 shares in BIG Lid. 2.00,000 - | -

6.000 shares in SMALL Lid. - 90,000 -
Others (Non-Current) 25,000 - 15,000
Current Assety 1,00,000 50.000 30,000
Total : 11,000,000 5,350,000 2,80,000

Notes :

(1) The investment in BIG Lid: was made on 1% April, 2007 and that in
SMALL Ltd. was made an 1" April, 2000,

{2) The Balunces in Reserves und P & L Account on relevant dates are as

under :
1 April 2007 1" April 2009
BIG I.td. ik
T T
Reservas 20.0{1) 22,000
P & L Account 60,000 68,000
1" April 2007 1* Apri
SMALL Ltd, = e
: T T
Reserves 8,000 10,000
P & L Account 17,000 20,0007
YAB P.T.0O,
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(3) Cumemt Asseis of SMALL Lid. include mventories of T 10,800
acyuired ut a mark up of 20% From Greatest Lid.

You are required to prepare (he Consolidated Balance Sheet of the group as
at 317 of March, 2014.

Iy
4. {a) Quittle Lid. asnounced a Stock Appreciation Rights (SAR) Scheme to 8
its employees on 1" April, 2011. The salient feamres of the scheme is
given below :
(1} The scheme will be applicable to employees who have completed

three years of continuous service with the company.

(2)  Each cligible employee can claim cash payment amon nting to the

Exeess !ut' Market Price of the company's shares on exercise datc

OVEr exercise price in respect of 60 (sixty) shares,

B

——
(3) The exercise price is fixed ELQT% per share, =0

(4} The option to exercise the SAR is open from 1% April, 2014 for

‘_,r—..,'.. T —

——

:’-.45 da}} and the same vested on 975 emplovees,

(5) The intrinsic value of the company’s share on date of closing
(15" May, 2014) was 30 per share.

(6) The fair value of the SAR was 2 20 in 2011-12; 2 25 in 2012-13
and ¥ 27 in 2013-14,

{7y In2001-12 the expected rale of employee atirition was 5% which

.

rate was doubled in the next year,

YAB
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(8) Actual attrition year Wwise was as under

2011-12 35 employees of which 5 had served the company for
less than 3 vears.

2012-13 30 employees of which 20 emplovees served for more
than 3 years.

2013-14 20 employees of which 5 emplovees served for less
then 3 years,

You are required to show the Provision for Stock Appreciation Rights
Account by Fuir Value Method.

(b) Peoples Financiers Ltd. is an NBFC providing Hire Purchase Solutions 4
for acquiring consumer durables. The following information is
extracted from s books for vear ended 31" March, 2014 - '

Interest Qverdue but recognized in - pyoy Book Vaine

Frofit & Loss of assets
Axser Funded
Intevest Amouns  ©wistanding
Period Overdue

{ & Crore) (€ Crore}

LCL Televisions  upto 12 months 480,00 20,123.00
Wushing Machines  for 24 months 102.00 2,410.00
Refrigerators for 30 months 50.50 1.280.00
A Conditioners for 45 months 26.75 G47.00

You are required to calculute the amount of pravision to be made.

YADR " PRT.O
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(c) -The capital structure of W Ltd. whose shares are quoled on the NSEis 4
as under :

Equiry Shares of ¥ 100 each fully paid T 505 lakhs
Y% convertible Pref. Shares of ¥ 10 each T 150 lakhs

12% Secured Debentures of ¥ 10 each 5,00.,000
Reserves T 101 lakhs
Staruory Fund T 501,50,000

The Stawtory Fund is compulsorily required to be invested in
Government Securities. The ordinary shares are quoted at a premium of
300%; Preference Shares at ¥ 30 per share and debentures at par value.
You are required to ascertain the Market Value sdded of the company

and also give your assessment on the market value added as caleulated
by you.

;5;! _~The summarized Balance Sheets of A Lid. and B Ltd., as at 31-3-2014 were

, 16
< as follows : '
T in Lakhs
S A Ltd.| B Ltd. s ALd.] BL.
L4 L4 T T
Share Capital Fixed Assets 60 18
(Share of ¥ 10 ¢ach) 50 10 | lovestment in B Lid.
General Reserves 50 20 {60,000 shares) | & -
Frofit & Loss Acconnlt 20 15 | Debtogs 35 | 3 Ll
Secured Loan 20 3 | Inventories 30 25
Current Liabilitics 30 2 | Cash at Bank 34 2
170 | 50 m s |

YAD
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A Lid. holds 60% of the paid up capital of B Ltd. and balance is held by a
foreign company. The foreign company sgreed with A Lid. as under :
(i)  The shares held by the foreign company will be sold to A Ltd. nﬁ' E SEIT
it

abuve than nominal value of per share,

(ii) The actual cost per shure 1o the forcign company was T 11, gain
sccruing to foreign company is taxed @ 20%. The tax payable will be
deducted from the sale proceeds and n::_id 1o Government by A Lid.,
S0% of the considerution (aller payment of tax) will be remitted to
foreign company by A Lid., and also any cush for fractional shares
allotted,

(i} For the Balance consideration A Ltd. would issue its shares at their

intrinstc value,

L

Tt was also decided that A Ltd. would also absorb B Lid.,
simultancously by wril':rlg_ down the fixed assets of B L. by {{]:';: The
Balance Sheet figure included a sum of X 1 lakh due by B Lid. to A Lud,
and stock of “A" Lud. included stock of ¥ 1.50,000 purchased from
B L., who sold them at cost plus 209,

The entite amangement was approved and put through by all

cancern effective from 1-4-2014,

You are reguired tor prepure the Balance-Sheet of A Lid., after

absorption of B Lid. Workings should [orm part of your answer.

YAR PT.0,
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6. f”'{n] The following information is supplied 10 you about M/s. Lookdown g
Lid. :
Capital & Reserves
Equity Shares of ¥ 100 cach of which T 75 has been 500,000
called up e

Equity Shares in respect of which calls are in srrear @
25 per share

T 1.00,000
General Reserve T 10,00,000
Profit & Loss account (balance at beginning of the vear) ¥ (25,00.000)
Frofii/(loss) for the year T (180.000)
Industry Average profitabilicy 12.50%
8% Debentures of 10 each 8, 00, 0

-—
—_— e =

M/s. Lookdown Lid. is proposing 10 hire (he survices of
Mr. X 10 tum the compuny around.

:":Im;num take home salary per month demanded by € 400,000
ivir, e e

Average Income tax rate on salaries ubove T 3 lakhs per | 25% 1
annum

Providem Fund contribution by Employer per month ¢ 50,000
Prolits over and above target expecied by hiring Mr. X 10%
You are required 1o analyze the proposal and see whether it s

worthwhile 10 employ Mr. X and also suggesl the maximum
emoluments that eould be paid to him.

Note: (i) PF comtributions are jax exempt,

(i) Take home salary is that remaming aller emplovee's
contribution 1o PF @ ¥ 50,000 per month and after
deduction of Tncome-Tax on Salury.

YAB
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/tb'} {‘jnlfl & Co., has provided the following data for the Financial Year 8
ending 2014 ;
{Fi_'_g, in Lakhs)
Liabilities z Assets |z
Share Capital 1.000 | Fixed Assets 3,000
| Reserves & Surplus | 2,000 | Tavestments 150
Long Term Debt 200 | Current Assers 100
Trade Payables 30
. | 3250 | 3250 |

Additional information provided is as follows -
Profit before Interest and Tax is T 1,000 Lakhs.
Interest 15 T 20 Lakhs

Tax Rate 35.875%

Risk Free Rate  10%

Market Rate  15%

Beta (B) facior 1.4

Calculate the Economic Value Added by Gold Ltd.

7. Answer any four of the following : ded

{aifgﬂ Ltd. is in the process of fnalizing its accounts for yeur ended 31 nls
muf,, March, 2014 and furnishes the following information ;

(1) Finished goods normally are held for 30 days before sale,

(i1} Sales realization from Debtors usually takes 60 days from date of
credht invoice. :

(iii) Raw materials are held in stock to cover one month's production
requirements.

YAB " RT.O.
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{(iv) Packing materials, being specilically made lor the company and

having lead time of 90 days is held in stock for 90 davs,
(v} The holding period in respect of unfinished goods 15 30 days.

(vi) Being a monopoly KAY Lud. enjoys a credit period of 12.5
months from its suppliers who sometimes at the end of their credit

period opt for conversion of their dues into long rerm debt of

KAY Lul

You are required (o compute the operating cvele of KAY Lid. us per
revised Schedule IV of Companies Act, 1956. As the suppliers of the
compuny are paid off alter a eredit period of 12.5 months should this be
part of Current Liability 7 Wounld vour answer be the same if the
creditors are settled in 330 days 7

(b) A Mutual Fund has launched a new scheme *All Purpose Scheme”. The

Mual Fund’s Asset management company wishes to invest 25% of

the NAV of the Scheme in an unrated debt instrument of a company Y
Lwd. which has been paying above average retums for the past many
years. The promoters of the company seek your professional advice in
light of the Regulations of SEBI.

Will the posirion change in case the debt imstruments of the
company Y Lid., 13 a rated.

YAB
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(e} What are Timing Differences and Permanent Differences as per

™
Accounting Standard - 22 ? Explain with example.

=

(d) X Lid. has leased equipment over irs useful life that costs T 7.46,55, 100
~"  fora three year lease period. Alter the lease term the asset would revert

to the Lessor, Yon are informed that ¢

(1) The estimated ungueranted residual value would be ¥ 1 lakh

omnly,

(iiy The annual lease paymenis have been structared in such a way
that the sum of their present values together with that of the
residual value of the asset will equal the cost thereof,

(i) Implicit interest rate is 10%5%.

You are required to ascertain the snnual lease pavment und the
unearned finance income, P.V. factor @ 10% for vears 1 to 3 are 0.909,
0.826 and 0.751 respectively,

a (e} --AQ Lid.. an investment company is finalizing its account for the

Financial Year ending 2013 in the month of August 2013.

How will the following incomes be accounted for in the books of AQ
Lud, 7

(1} X Lid,, has declared interim dividend which has not been received
ull 31-3-2013 but received on 25-4-2013.

YAR P.T.0.
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(2} Y Lud,, has declared dividend on 8% May 2013 for the year ending

31-3-2013 which has been approved by the shareholders of the
company on 30™ June 2013,

{3) 2 Lrd,, a subsidiary of AQ Ltd., has declared dividend for the year .
ended 31-3-2013 on 25" May 2013 the AGM for which is to be
held on September 2013,

YAB
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