
1. An entity has losses in its operations and would need immediate cash to fund its operations.  
Hence to get immediate cash it sold one of its property appearing in the books at depreciated 
value of Rs. 8,50,000.  The property is sold at a price of Rs. 8,00,000.  However, the normal 
market price of the same property is Rs. 10,00,000.  What would be the fair value of the 
property as per Ind AS 113? 

(a) Rs. 8,00,000 

(b) Rs. 10,00,000 

(c) Rs. 8,50,000 

(d) Rs. 10,00,000 less Rs. 8,00,000 

2. PQR Ltd. wants to make a change in the accounting policy which is being followed for last 10 
years. However, it was impracticable to find out the impact of change in policy for the last 10 
years. The maximum number of years for which company can find out the impact practically 
is only current year. What shall company do in such a case? 

(a) It can disclose the effect for current year only in case of impracticability to find the impact 
in the earlier years. 

(b) It has to give effect to current year and last comparative year, as the effect needs to be 
given for latest prior period presented also. 

(c) It can approximate the retrospective effect by doing a backward calculation in the light 
of present information. 

(d) It can apply the new policy prospectively from the start of the earliest period practicable. 

3. ABC Ltd. initially estimated that the useful life of the plant and machinery will be 10 years.  
However, after a period of 5 years, it found due to technological changes it will be impossible 
to continue with the same machine for another 5 years.  The maximum number of years for 
which it can be used further is 3 years.  Which of the following treatment will be correct for 
the change in useful life in such a situation? 

(a)  ABC Ltd. will give the retrospective effect to the plant and machinery and depreciation 
assuming estimated life of plant and machinery of 8 years instead of 10 years. 

(b)  ABC Ltd. will change the estimated life for the future to 3 years instead of 5 years. 

(c)  ABC Ltd. will change the estimated life from the immediately preceding year (i.e. the 
latest prior period presented) to 4 years. 

(d)  ABC Ltd. need not make any change till it actually discards the plant and machinery. 

4. ABC Ltd. is in the process of finalisation of accounts for 2017-2018.  The financial statements 
for the year ended 31st March 2018 has already been prepared but not yet approved.  The 
Accountant found that there is a mistake in the accounts of the year 2014-2015.  Which of 
the following would be the right action? 

(a) Rectify and change the accounts retrospectively from the year 2014-2015. 

(b) Rectify the mistake retrospectively but incorporate the effect only in the opening 
balances of assets, liabilities and equity of 2015-2016. 

(c) Rectify the mistake retrospectively but incorporate the effect only in the opening 
balances of assets, liabilities and equity of 2017-2018. 



(d) Rectify the mistake retrospectively but incorporate the effect only in the closing balances 
of assets, liabilities and equity of 2017-2018. 

5. A Ltd. has invested in debentures whose interest rate is floating in nature and as per the terms 
of the instrument interest will be reset every month.  Terms of interest is 0.5 x (MIBOR + 2%).  
Classify the financial asset and determine the subsequent measurement for the aforesaid 
instrument.   

(a)  Financial asset measured at amortised cost. 

(b)  Financial asset measured at FVOCI without recycling. 

(c)  Financial asset measured at FVTPL. 

(d)  Financial asset measured at FVOCI with recycling. 

6. An entity has entered into a factoring arrangement with the bank and accordingly sold all its 
debtors without recourse arrangement.  However, as per the bank policy the company has 
guaranteed a bad debt loss of 2%.  Historically, the entity has had only 1% bad debt.  What 
will be the treatment of it under Ind AS 109? 

(a)  The debtors can be derecognised fully. 

(b)  The debtors cannot be derecognised. 

(c)  The debtors can be derecognised for 98% value. 

(d)  The debtors cannot be derecognised to the extent of continuing involvement only. 

7. Entity A has issued preference shares to the investors which has similar voting rights and 
dividend rights and will be converted into one is to one equity shares at the time of IPO.  As 
per the terms of the agreement, if the IPO does not happen by the end of the 7th year, then 
the Company will have to buy back the shares from the investors.  The Company is growing 
very fast and is confident of going through the IPO within 3 years itself.  How will the company 
classify the above instrument in the financial statement? 

(a)  Equity 

(b)  Liability 

(c)  Hybrid 

(d)  Compound. 

8. An entity has written a foreign currency call option.  The aforesaid derivative was designated 
as a hedge of the highly probable forecasted transaction.  The aforesaid hedge: 

(a)  Will qualify as Cash flow hedge 

(b)  Will qualify as Fair value hedge 

(c)  Will qualify as Net investment hedge 

(d)  Is not permitted. 

 

9. In which of the following cases can temporary differences arise? 



(a)  The identifiable assets acquired and liabilities assumed in a business combination are 
recognised at their fair values in accordance with Ind AS 103, Business Combinations, 
but no equivalent adjustment is made for tax purposes. 

(b)  Assets are revalued and no equivalent adjustment is made for tax purposes. 

(c)  Goodwill arises in a business combination. 

(d)  All of the above. 

10. Entity A has calculated taxable temporary differences of Rs. 50,00,000 and deductible 
temporary differences of Rs. 20,00,000 on separate items.  The tax rate of the current year 
is 35%.  However, tax rate in the previous year is 30% and it is expected that in future the 
tax rate would be 40%.  What basis should be used for measurement of deferred tax assets 
and liabilities? 

(a)  30% 

(b)  35% 

(c)  40% 

(d)  5% 

11. The carrying amount of deferred tax assets and liabilities may change even though there is 
no change in the amount of the related temporary differences. This can result from which of 
the following? 

(a)  A change in tax rates or tax laws 

(b)  A reassessment of the recoverability of deferred tax assets 

(c)  A change in the expected manner of recovery of an asset 

(d)   Any of the above 

12. S Ltd. is reviewing one of its business segments for impairment. The carrying value of its net 
assets is ` 40 million.  Management has produced two computations for the value-in-use of the 
business segment.  The first value of ` 36 million excludes the benefit to be derived from a 
future reorganization, but the second value of ` 44 million includes the benefits to be derived 
from the future reorganization. There is not an active market for the sale of the business 
segments. 

Whether the business segment needs to be impaired and if yes then why what amount? 

(a)  Yes, the business segment will be impaired by ` 4 million. 

(b)  Yes, the business segment will be impaired by ` 8 million. 

(c)  No, the business segment will be impaired by ` 36 million. 

(d)  No, the business segment will be not be impaired. 

13. A company to present condensed interim financial statements for six months period  
30th September 2017 would have a comparative balance sheet as of- 

(a)  30th September, 2016 

(b)  30th June, 2017 

(c)  31st March, 2017 



(d)  Comparative may not be given. 

14. A company to present condensed interim financial statements for the quarter ended  
30th June, 2017 would have a comparative statement of profit and loss for which of the 
following period? 

(a)  Quarter ended 30th June, 2016 

(b)  Quarter ended 31st March, 2017 

(c)  Both a & b 

(d)  Comparative may not be given 

15. What will be the rounding off requirements in the financial statements for a company with a 
turnover of Rs.300 crores? 

(a)  Round off to the nearest lakhs  

(b)  Round off to the nearest millions 

(c)  Round off to the nearest crores 

(d)  Any of the above 

16. A Ltd. has following assets in its Balance Sheet: 

(i)  Property, plant and equipment of Rs. 5 crore 

(ii)  Brand with indefinite useful life of Rs. 10 crore 

(iii)  Trade receivable of Rs. 50 lakhs 

(iv)  Inventories of Rs. 80 lakhs 

Which of the above assets are required to be tested for impairment at least on an annual 
basis irrespective of whether there is any indication of impairment? 

(a)  (i) and (ii) 

(b)  (ii) only 

(c)   (iii) and (iv) 

(d)  (i), (ii) and (iv) 

17. P Ltd. has a plant with the normal capacity to produce 5,00,000 unit of a product per annum 
and the expected fixed overhead is ` 15,00,000. Fixed overhead on the basis of normal 
capacity is ` 3 per unit (` 15,00,000 / 5,00,000 unit).  However, actual production is 3,75,000 
units.  Amount of fixed overhead to be included in the cost of inventory would be 

(a)  Rs. 15,00,000 

(b)  Rs. 11,25,000 

(c)  Rs. 3,75,000 

(d)  Nil 

 

18. V Ltd. purchases cars from several countries and sells them to Asian countries.  V Ltd. 
incurred many expenses during the period on such cars from their purchase to sale.  Out of 



those expenses, the accountant of V Ltd. is not sure about following expenses for inclusion 
in the cost of inventory.  Which of the following cost is allowed for inclusion in the cost of 
inventory? 

(a) Rs. 20,00,000 as Salaries of accounting department 

(b) Rs. 15,00,000 of Sales commission paid to sales agents 

(c) Rs. 30,00,000 as after sales warranty costs 

(d) Rs. 10,00,000 as Insurance of purchases 

19. Moon Ltd has acquired a heavy road trailer at a cost of ` 2,00,000 (with no breakdown of 
component parts). The estimated useful life is 10 years. At the end of the sixth year, the 
engine requires replacement, as further maintenance is uneconomical due to the off-road 
time required. The remaining parts of the vehicle is perfectly road worthy and is expected to 
last for the next four years. The cost of the new engine is ` 90,000. The discount rate 
assumed is 5% and the discount factor is 0.746. 

What should be the cost of old engine to be deducted from the cost of the trailer on recognition 
of replaced new engine as per Ind AS 16? 

(a) Rs. 90,000 

(b) Rs. 2,00,000 

(c) Rs. 67,140 

(d) Rs. 22,860 

20. PN Ltd. prepared its draft financial statements for the year ended 31st March, 2018 by 28th 
May, 2018. The audit took place during June and July and the Management authorised them 
for issue to the Board on 7th August, 2018. The Board approved the financial statements on 
23rd August, 2018, with one amendment requested.  Financial statements were sent to 
shareholders on 30th August, 2018. 

 On what date did PN Ltd. authorise the financial statements for issue? 

(a)  28th May, 2018 

(b)  7th August, 2018 

(c)  23rd August, 2018 

(d)  30th August, 2018 

  



Answers 

1. (b)  2. (a) 

3. (b)  4. (b) 

5. (c)  6. (b) 

7. (d)  8. (d) 

9. (d)  10. (b) 

11. (d)  12. (a) 

13. (c)  14. (a) 

15. (d)  16. (b) 

17. (b)  18. (d) 

19. (c)  20. (c) 

 

 

 


