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QUESTION NO.1                         (5*2 = 10 MARKS) 

A. ABC Ltd. was making provision for non-moving inventories based on no issues for the 

last 12 months up to 31.3.2019. 

The company wants to provide during the year ending 31.3.2020 based on technical 

evaluation: 

Total value of inventory Rs.  100 lakhs 

Provision required based on 12 months issue Rs.   3.5 lakhs 

Provision required based on technical 

evaluation 
Rs.   2.5 lakhs 

Does this amount to change in Accounting Policy? Can the company change the method 

of provision? 

B. With reference to AS 4 "Contingencies and events occurring after the balance sheet 

date", state whether the following events will be treated as contingencies, adjusting 

events or non-adjusting events occurring after balance sheet date in case of a 

company which follows April to March as its financial year. 

(i) A major fire has damaged the assets in a factory on 5th April, 5 days after the year end. 

However, the assets are fully insured and the books have not been approved by the 

Directors. 

(ii) A suit against the company's advertisement was filed by a party on 10 th April, 10 days 

after the year end claiming damages of Rs. 20 lakhs. 

 

QUESTION NO.2           (5*2 = 10 MARKS) 

A. From the following information given by Sampark Ltd., Calculate Basis EPS and 

Diluted EPS as per AS 20 : 

 Rs. 

Net Profit for the current year 2,50,00,000 

No. of Equity Shares Outstanding 50,00,000 

No. of 12% convertible debentures of Rs.100 each 50,000 

Each debenture is convertible into 8 Equity Shares  

Interest expense for the current year 6,00,000 

Tax saving relating to interest expense (30%) 1,80,000 

 

 



B. Fashion Limited is engaged in manufacturing of readymade garments. They provide you  

the following information on 31st March, 2019: 

(i) On 15th January, 2019 garments worth Rs. 4,00,000 were sent to Anand on 

consignment basis of which 25% garments unsold were lying with Anand as on 31st 

March, 2019. 

(ii) Garments worth Rs. 1,95,000 were sold to Shine boutique on 25th March, 2019 but at 

the request of Shine Boutique, these were delivered on 15th April, 2019. 

(iii) On 1st November, 2018 garments worth Rs. 2,50,000 were sold on approval  basis. The 

period of approval was 4 months after which they were considered sold. Buyer sent 

approval for 75% goods up to 31st December, 2018 and no approval or disapproval 

received for the remaining goods till 31st March, 2019. 

 

You are required to advise the accountant of Fashion Limited, the amount to be 

recognised as revenue in above cases in  the context of AS 9. 

QUESTION NO.3                       (5*2 = 10 MARKS) 

A. Hello Ltd. purchased goods at the cost of Rs. 20 lakhs in October. Till the end of the 

financial year, 75% of the stocks were sold. The Company wants to disclose closing 

stock at Rs. 5 lakhs. The expected sale value is Rs. 5.5 lakhs and a commission at 10%  

on sale is payable to the agent. You are required to ascertain the  value  of closing stock? 

 

B. Identify the related parties in the following cases as per AS-18 

(i) Maya Ltd. holds 61 % shares of Sheetal Ltd. Sheetal Ltd. holds 51 % shares of Fair Ltd. 

Care Ltd. holds 49% shares of Fair Ltd. 

(Give your answer - Reporting Entity wise for Maya Ltd., Sheetal Ltd., Care Ltd. and 
Fair Ltd.) 

(ii) Mr. Subhash Kumar is Managing Director of A Ltd. and also holds 72% capital of B Ltd. 
 

QUESTION NO.4          (5*2 = 10 MARKS) 

A. Rau Ltd. purchased a plant for US$ 1,00,000  on  01st  February 2016,  payable  after 

three months. Company entered into a forward contract for three months @  Rs. 49.15 

per dollar. Exchange rate per dollar on 01st Feb. was Rs. 48.85. How will you recognize 

the profit or loss on forward contract in the books of Rau Ltd.? 

B. What are the disclosure and presentation requirements of AS 24 for discontinuing 

operations? 

 

 


