










1a)
Cost of Building 2,000,000    
Depreciation 2022 2023 2024 2025
Accounting (20/4) 500,000        500,000        500,000      500,000      
Tax (20/2) 1,000,000    1,000,000    

Difference 500,000        500,000        (500,000)    (500,000)    
Tax rate 30% 30% 30% 30%

Liability 150,000        150,000        
Reversal of DTL (150,000)    (150,000)    
Closing balance of DTL 150,000        300,000        150,000      -                  

Profit before dep 1,800,000    2,200,000    2,500,000  3,000,000  
Less: Dep as per Tax (1,000,000)  (1,000,000)  
Taxable Income 800,000        1,200,000    2,500,000  3,000,000  
Current Tax 240,000        360,000        750,000      900,000      
Deferred Tax 150,000        150,000        (150,000)    (150,000)    
Tax Expense 390,000        510,000        600,000      750,000      
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1b)
Check
Raw Material Qtry Cost FG Qty
Opening Inventory 4,400               52,800             Opening Inventory 4,000             
Purchases 40,000            480,000          Add: Production 40,400          
Total 44,400            532,800          Less: sales 40,200          
Per Unit cost 12                       Closing Balance 4,200             
Closing 4,000               
Raw Material Consumed 40,400            

Cost of MP Total Cost Units Per Unit
Raw Material Cost 532,800         44,400             12                                    
Labour 323,200         40,400             8                                       
Overhead 315,000         45,000             7                                       

Cost of FG 27                                    
NRV 22                                    

Since the NRV of FG is less than cost, finished goods are valued at Rs.22
Sice FG are sold at below cost,  Raw material are valued at replacement cost

Unit Rate Amount
MP 4,200               22                       92,400                         
RP 4,000               12                       46,000                         

138,400                      
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1c)

i. 

Revenue should be recognised at the transaction 
price when the risks and rewards transfer. A post-sale 
discount (12% discount = ₹18 lakh on ₹150 lakh) 
agreed later should be treated as a expense in the 
period when the concession is accepted. Hence, 
reduceiton from sales is not a correct treatment. 

ii.

Dividend income is recognised when the right to 
receive is established. Since the dividend was 
declared on 30-Apr-2025, the right to receive is 
established in 2025-26. Hence, dividend cannot be 
recognised in 2024-25.

iii. 

Sales on approval/consignment basis are recognised 
only when the buyer approves or when the approval 
period lapses. Here: 60% approved by 31-Jan-2025 : 
recognise ₹90,000 then; the approval period for 
remaining 40% lapsed on 15-Mar-2025 : recognise 
remaining ₹60,000 15-Mar-2025. Recognition on 
dispatch date (15-Dec-2024) is incorrect..

iv.

In consignment, goods sent to consignee (ABC) 
remain the property of consignor (XY Ltd.) until they 
are sold to third parties. Revenue is recognised only 
when consignee sells the goods to customers, not at 
the time of dispatch to consignee.
•Out of ₹80,000 sent, ABC sold ₹60,000 worth during 
the year - only this qualifies as revenue.
•The balance ₹20,000 unsold should remain in 
“Stock with Consignee” (an asset), not as sales.



2.	Balance	Sheet	of	Chia	Limited	as	on	31st	March	2025
Particulars Note 		Amount		
Equity	and	Liabilities	
Shareholders’	Funds

(a)		Share	Capital 1 						39.360	
(b)		Reserves	&	Surplus 2 						33.270	
(c)		Money	received	against	Share	Warrants 									2.700	

Non-Current	liabilities
(a)	Long-term	Borrowings 3 						18.800	
(b)	DTL	(Net) 									0.560	
(c)	Other	long-term	liabilities

(d)	Long-term	Provisions 																				-			

Current	liabilities
(a)	Short-term	Borrowings 5 									6.950	
(b)	Trade	Payables 									5.690	
(c)	Other	Current	liabilities 6 									1.860	
(d)	Short-term	Provisions 									1.360	
TOTAL 			110.550	

Assets
Non-Current	assets
(a)	Property	Plant	&	Equipemnt	and	Intangible	Assets
(i)	PPE 7 						67.300	
(ii)	Intangible	assets 															-			
(iii)	Capital	Work	in	Progress 						11.400	
b)	Non	Current	Investments 8 									6.000	
Current	assets
(a)	Current	investments
(b)	Inventories 9 									6.020	
(c)	Trade	receivables 10 						11.570	
(d)	Cash	&	Cash	equivalents 11 									8.260	
(e)	Short-term	loans	&	advances
(f)	Other	Current	assets 															-			
TOTAL 			110.550	
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Notes	-	1
Share	Capital
Authorised	-	50,000	shares	of	Rs.	100	each 50.000					

Issued,	subscribed	&	paid	up 40.000					
(40,000	shares	of	Rs.	100	each)	Out	of	above	5000	shares	were	
issued	for	consideration	other	than	cash
Less:	Calls	in	arrears (0.640)						

39.360					
2.	Reserves	and	Surplus
General	Reserve 6.900							
Capital	Reserve 12.300					
Securities	Premium 0.750							
Revaluation	Reserve 9.820							
Profit	&	Loss	A/c 3.500							

33.270					
3.	Long	Term	Borrowings
Secured
10%	Debenture	of	Rs.	100	each 5.000							
Loan	from	SSA	Finance	Corporation 9.550							
Usecured
Other	Long	term	loans 4.250							

18.800					
4.	Other	Long	Term	Liabilities
Retirement	Gratuity	Fund 4.750							

5.	Short	Term	Borrowings
From	Banks	-	Secured
		-	Loan	from	CDC	bank 4.500							

From	Related	Parties		-	Unsecured 0.540							
From	other	parties 1.910							

6.950							
6.	Other	Current	Liabilities
Interest	Accrued	but	not	due 0.450							
Other	current	liabilities 1.410							

1.860							

7.	Non	Current	Investments
Debentures	in	Glad	Limited 6
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8.	Property,	Plant	&	Equipment
Freehold	Land

Cost 30.88
Revaluation 9.62

40.5
Plant	&	Machinery Cost 41

Depreciation 14.2
26.8

Total 67.3

9.	Inventories
Finished	Goods
In	hand 3.320							
In	transit 1.350							

4.670							
Loose	tools 1.020							

5.690							

10.	Trade	Receivables	
Due	for	more	than	6	months 5.260							
Others 6.310							

11.570					
11.	Cash	and	Cash	Equivalents
Cash	on	Hand 0.560							
Balances	with	Bank
	-	Scheduled* 7.460							
	-	Others	(Vihar	Bank) 0.240							

8.260							

*Not	a	requirement	under	Schedule	III	currently	

12.	Contingent	Liabilities
Bills	discounted 0.580							
Claims	against	company	not	acknowledged	as	debt 4.150							

4.730							



3a
Cash Flow from Operating Activities

1 Net Profit earned during the year 3.80                
Add: Prov for Tax 2.25                
Add: Depreciation 1.50                
Add: Amortisation GW 1.25                

8.80                
Changes in WC
Inventory 0.50                
TR (4.60)              
O/s Exp (0.20)              
TP 1.40                
CFO before taxes 5.90                
Less: Taxes paid (1.75)              
Cash flow from ops 4.15                

Profit & Loss Account
To Dividend payable 1.00                By Bal B/d 1.50                
To General Reserve 1.90                By Net Profit 3.80                

To Bal c/d 2.40                
5.30                5.30                

Provision for Tax
To Bank 1.75                By Bal b/d 2.00                

By P&L 2.25                
To Bal c/d 2.50                

4.25                4.25                
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3b
Acquisition Date 31-Mar-23

Goodwill Net Assets Total
Carrying Amount 2000 6000 8000

Amortisation / Dep  for 2 years -800 -1500 -2300

Carrying Amount on 31-Mar 25 1200 4500 5700
Impairment Loss -1200 -1,203.50 -2403.5
Carrying Amount after Imp 0 3296.5 3296.5

Value in Use
Year CF PVF PV

2026 1000 0.909 909.00
2027 800 0.826 660.80
2028 700 0.751 525.70
2029 800 0.683 546.40
2030 600 0.621 372.60
2031 500 0.564 282.00

Value in Use 3,296.50
NSP 3000
Recoverable Amount 3,296.50
Carrying Amount 5,700.00

Impairment Loss 2,403.50
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4.
1.	Purchase	Consideration	(WN	1) 42,00,000

2.	Balance	Sheet	after	absorbtion
Particulars Note 	Amount	
Equity	and	Liabilities	
Shareholders’	Funds

(a)		Share	Capital 1 										80.000	
(b)		Reserves	&	Surplus 2 												3.500	
(c)		Money	received	against	
Share	Warrants

Non-Current	liabilities
(a)	Long-term	Borrowings 3 										22.200	
(b)	DTL	(Net) 																			-			
(c)	Other	long-term	liabilities 4 												4.750	
(d)	Long-term	Provisions 																			-			
Current	liabilities
(a)	Short-term	Borrowings
(b)	Trade	Payables 5 										10.150	
(c)	Other	Current	liabilities 												2.120	
(d)	Short-term	Provisions 												1.030	
TOTAL 							123.750	

Assets
Non-Current	assets
(a)	Property	Plant	&	Equipemnt	and	
Intangible	Assets
(i)	PPE 										72.095	
(ii)	Intangible	assets 6 										16.250	
Current	assets
(a)	Current	investments
(b)	Inventories 										14.170	
(c)	Trade	receivables 7 										16.685	
(d)	Cash	&	Cash	equivalents 8 												3.390	
(e)	Short-term	loans	&	advances
(f)	Other	Current	assets 9 												1.160	
TOTAL 							123.750	 -											
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Notes	-	1
Share	Capital
Authorised,	issued,	subscribed	&	paid	
up 80.000									
(80,000	shares	of	Rs.	100	each)
(Out	of	above	40,000	shares	have	
been	issued	for	consideration	other	
than	cash)

2.	Reserves	and	Surplus
General	Reserve 1.500											
Securities	Premium 2.000											

3.500											
3.	Long	Term	Borrowings
10%	Debenture	of	Rs.	100	each 22.200									
(15	+	7.2)

4.	Other	Long	Term	Liabilities
Retirement	Gratuity	Fund 4.750											

5.	Trade	Payables
7.40+4.250-1.5 10.15

6.	Intangible	Assets
Goodwill 16.250									

7.	Trade	Receivables	 16.685									
13.535+4.65-1.5

8.	Cash	and	Cash	Equivalents
Cash	in	Hand 0.800											
Cash	at	Bank 2.590											

3.390											

9.	Other	Current	Assets
Unrecorded	Asset	taken	over 1.160											



Working	Notes
Net	Assets	taken	over

Book	value Agreed	Value
Goodwill	(WN	2) 7.5
PPE 31.26 36.445
Inventory 4.8 5.28
TR 4.65 4.65
Cash 0.315 0.315
Bank 0.6 0.6
UR	Current	Asset 1.16

Total	Assets 41.625 55.95
Less:	Liabilities
Debentures 8 7.2
TP 4.25 4.25
Other	Liab 0.88 0.88
Short	term 0.32 0.32
Gratuity	Fund 1.3

Total	Liabilities 13.45 13.95
Net	Assets	Taken	Over 42
Purchase	Consideration 42
Value	per	equity	share 105
No	of	shares	(in	lacs) 0.4
Equity	Share	Capital 40
Securities	Premium 2

Goodwill
2021-22 2022-23 2023-24

Profits 450,000			 390,000						 235,000			
Add:	abnormal	loss 50,000									
Total	Profits 450,000			 440,000						 235,000			
Average 375,000			
Goodwill 750,000			



Analysis of Reserves
Number Amount

1 Equity Share Capital 400 4000
ESC before bonus 300 3000
Bonus 100 1000

Net Assets on Date of Acquisition 1-Apr-24 Bonus 31/3/25 Post Ac
Equity Share Capital 3,000              1,000    4,000  4,000   -       
General Reserve 2,000              (1,000)  1,000  1,200   200      
Profit & Loss 800                   800      1,500   700      
Less: Unrealised Profit (25)         (25)       

Total 5,800              5,800  6,675   875      

Holding 80% 4,640  700      
Minority 20% 1,160  175      

2 Share in Net Assets 80% 4,640              
Amount Paid 3,000              
CR 1,640              

3 Minority Interest
Balance as on 01/4/24 1160
Add: Share in profits 175 1,335              

Particulars Note 	Amount	
Equity	and	Liabilities	
Shareholders’	Funds

(a)		Share	Capital 1 									6,000	
(b)		Reserves	&	Surplus 2 									5,840	
Minority	Interest 									1,335	

Non-Current	liabilities
(a)	Long-term	Borrowings 3 									2,000	
(b)	DTL	(Net) 																-			
(c)	Other	long-term	liabilities
(d)	Long-term	Provisions 																-			
Current	liabilities
(a)	Short-term	Borrowings
(b)	Trade	Payables 4 									2,580	
(c)	Other	Current	liabilities
(d)	Short-term	Provisions
TOTAL 						17,755	



Assets
Non-Current	assets
(a)	Property	Plant	&	
Equipemnt	and	Intangible	
Assets
(i)	PPE 							11,260	
(ii)	Intangible	assets 																-			
Current	assets
(a)	Current	investments
(b)	Inventories 									2,475	
(c)	Trade	receivables 7 									2,420	
(d)	Cash	&	Cash	equivalents 8 									1,600	
(e)	Short-term	loans	&	
advances
(f)	Other	Current	assets
TOTAL 						17,755	 -         



Prior period items are income or expenses which arise in the current period as a 
result of errors or omissions in the preparation of the financial statements of one or 
more prior period. 

The salary of Sneha from 1st Jan 2024 till 31st March 2024 should have been 
provided in the year ended 31st March 2024. Since, it was not provided, it will be 
considered as a prior period item. 

Journal Entry 
Prior period expense Dr.    4,50,000
Salary Expense Dr.              9,00,000
     To Bank                                          13,50,000

Prior period does not include other adjustments necessitated by
circumstances, which though related to prior periods, are determined in the
current period, e.g., arrears payable to workers as a result of revision of wages
with retrospective effect during the current period. 

If the services were terminated and later reinstated by court, it would not be 
considered as a prior period item. 

Salary Expense Dr.              13,50,000
     To Bank                                          13,50,000



6b)
# Particulars Debit Credit
i 9% Debentures A/c Dr. 500000

    To Cash 125000
   To PPE 285000
   To Capital Reduction 90000

ii Capital Reduction A/c Dr 105000
    To Furniture 105000

iii Freehold Premises 75000
    To Capital Reduction 75000

iv Capital Reduction A/c Dr 22500
   To Bank 22500

v Capital Reduction A/c Dr 115000
   To Profit & Loss A/c 115000

Vi General Reserve 77500
   To Capital Reduction 77500



Branch A/c
Madurai Tiruchi Madurai Tiruchi

To Goods sent to branch 150,000  125,000         By Goods sent to branch 30,000     25,000       

To Cash A/c By Cash A/c
  Expenses 29,300     29,200             - Debtors collection 82,400     85,200       
To bal c/d  - Cash sales collection 78,600     85,200       
  - Stock reserve 9,000        7,000               By Bal c/d

  - Trade Receivables 34,500     23,600       
  - Inventory 45,000     35,000       

To Profit earned at branch 82,200     92,800            
188,300  161,200         270,500  254,000    

WN Cash collected from Sales
Madurai Tiruchi

Credit Sales 125,200  110,000         
Sales returns (2,300)      (1,200)             
Bad debts (6,000)      

116,900  108,800         
Closing balance 34,500     23,600            
Cash collected 82,400     85,200            


