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FINAL COURSE: GROUP - |
PAPER - 1: FINANCIAL REPORTING
ANSWER TO PART -1 CASE SCENARIO BASED MCQS

Option (d) ¥ 5,00,000 to be shown under operating activities. ¥ 30,000 to be shown
under investing activities.

Option (a) X Ltd. should classify only cash payment of ¥ 2,00,000 under investing
activities and remaining ¥ 8,00,000 being non-cash transactions — liabilities and asset
should be disclosed in the notes to the financial statements.

Option (¢) I 20,000 of the revaluation decrease on 31st March, 20X3 should be
debited to revaluation reserve in other comprehensive income and remaining ¥ 15,000
should be recognized as an expense in the profit and loss account.

Option (b) ¥ 15,000 out of the T 20,000 increase on 31st March, 20X3 should be
recognized as income in the profit and loss account and remaining ¥ 5,000 should be
credited to revaluation reserve in other comprehensive income.

Option (a) Rolling stock is an identified asset though it is not explicitly specified in
the contract

Option (d) All of the above
Option (d) 1,337 man-days
Option (a) ¥ 2,20,60,500
(

Option (b) The processing fee is accounted for as a transaction cost under
Ind AS 109 and the fee is deferred and deducted from the carrying value of the
financial liabilities when the draw down occurs and considered in the effective
interest rate calculations.

Option (¢) The processing fee is not accounted for as a transaction cost and
recognised as an expense on a straight-line basis over the term of the loan.

Option (b) ¥ 6,80,00,000



12.
13.
14,

15.

Option (a) ¥ 2,05,00,000
Option (b) < 1,95,00,000
Option (a) Since the liability is outstanding on the date of transition, S Ltd. will

need to split the convertible debentures into debt and equity portion on the date of
transition

Option (b) % 30,27,666

ANSWERS OF PART - Il : DESCRIPTIVE QUESTIONS

Identify the acquirer

In this case, P Limited has paid cash consideration to shareholders of S Limited.
Further, the shares issued to S Limited pursuant to the acquisition do not transfer control
of P Limited to erstwhile shareholders of S Limited. Therefore, P Limited is the acquirer
and S Limited is the acquiree.

Determine acquisition date

As the control over the business of S Limited is transferred to P Limited on
31st March 20X1, that date is considered as the acquisition date.

Determine the purchase consideration

The purchase consideration in this case will comprise of the following:

Cash consideration ¥ 50,00,000
Equity shares issued (90,000 x 10 i.e., at fair value) %9,00,000
Contingent consideration (at fair value) % 2,00,000
Fair value of previously held interest $18,00,000
Total purchase consideration $79,00,000

Acquisition cost incurred by and on behalf of P Limited for acquisition of S Limited should
be recognised in the Statement of Profit and Loss. As such, an amount of ¥ 2,00,000
should be recognised in the Statement of Profit and Loss.

Fair value of identifiable assets and liabilities

The fair value of identifiable net assets (as given in the question) ¥ 45,00,000.



Non-Controlling Interest

The management has decided to recognise NCI at its fair value, which is given in the
question as ¥ 5,00,000.

Re-measure previously held interests in case business combination is achieved in stages

In this case, the control has been acquired in stages i.e., before acquisition to control,
P Limited exercised significant influence over S Limited. As such, the previously held
interest should be measured at fair value and the difference between the fair value and
the carrying amount as at the acquisition date should be recognised in the Statement of
Profit and Loss. As such, an amount of ¥ 10,00,000 (i.e. 18,00,000 — 8,00,000) will be
recognised in the Statement of Profit and Loss.

Determination of goodwill or gain on bargain purchase

Goodwill should be calculated as follows: )
Total consideration 79,00,000
Recognised amount of any non-controlling interest 5,00,000
Less: Fair value of net identifiable assets (45,00,000)
Goodwill 39,00,000

(@)  Since the interest was initially set at the market rate, on 1st April, 20X1 the
entity on initial recognition will measure the loan at the transaction price, less
transaction costs i.e. at ¥ 4,900.

The following is the original amortised cost calculation at 1st April, 20X1:

Time Carrying Effective Cash Carrying
amount at Interest @ outflow amount at

1st April 8.612% 31st March

(a) | (b=ax8.612%) | (c=5000x8%) (d=a+b-c)

20X1-20X2 4,900.00 421.99 (400.00) 4,921.99
20X2-20X3 4,921.99 423.88 (400.00) 4,945.87
20X3-20X4 4,945.87 425.94 (400.00) 4,971.81
20X4-20X5 4,971.81 428.19 (5,400.00) -

At 31st March, 20X2:

1. The present value of the remaining cash flows of the original financial
liability is ¥ 4,921.99 discounted at the original effective interest rate of
8.612%.



(b)

2. The present value of the cash flows under the new terms discounted
using the original effective interest rate is ¥ 4,537.25 (Refer W.N.).
Including the ¥ 50 fee, the present value of the total cash flows is
T 4,587.25.

3. The difference between ¥ 4,921.99 and T 4,587.25 is T 334.74 which is
only 6.8% (T 334.74 + T 4,921.99) of the present value of the remaining
cash flows of the original financial liability.

The entity applies its judgement to decide whether the terms of the
instruments exchanged are substantially different. Since the difference of the
discounted present value of the cash flows under the new terms, including any
fees paid net of any fees received and discounted using the original effective
interest rate, is less than 10% of the present value of the remaining cash flows
of the original financial liability, this modification should not be considered a
substantial modification of the terms of the existing loan. Therefore, the
modification would not be accounted for as an extinguishment of the original
financial liability.

Working Note:

The calculation of the present value of the cash flows under the new terms
discounted using the original effective interest rate is as follows:

Time Cash Discounting Present value at
outflow factor @ 8.612% 31st March

31st March, 20X3 250.00 0.921 230.25

31st March, 20X4 250.00 0.848 212.00

31st March, 20X5 5,250.00 0.780 4,095.00

Total present value 4,537.25

Operating cycle of Charm Limited = 15 months

(i)  The security deposit made by the Company with the customers be
classified as current assets to the extent of 70% (T 2 crore x 70% =
T 1.40 crore) as it will be refunded immediately on completion of
14 months of contract i.e. within the operating cycle of 15 months.

However, 30% of the security deposit will be refunded after 3 months of
completion of the contract (14+3 = 17 months) i.e. after 2 months of
operating cycle (Operating cycle of the Company is 15 months). Hence, it



(ii)

will be classified as non-current. Therefore, management’s decision is
not correct. (Refer Para 66 of Ind AS 1)

Yes, the Company’s decision of presenting the trade receivables as
Current Assets is correct despite the fact that these are receivables in
14 months’ time since the operating cycle of the company is 15 months
and any event arising due to trade will be considered as current if its
settlement is within the tenure of operating cycle. Additionally, the
Company also need to disclose amounts that are receivable within a
period of 12 months and after 12 months from the reporting date. (Refer
Para 60 and 61 of Ind AS 1)

Paragraph 69(d) of Ind AS 1 states that an entity shall classify a liability
as current when it does not have an unconditional right to defer
settlement of the liability for at least twelve months after the reporting
period.

Although it is expected that X Limited will fulfil the contract and the
deposit will not be refunded, but in case of cancellation within the contract
term, refund of security deposit is a condition that is not within the control
of the entity. Hence, Charm Limited does not have an unconditional right
to defer settlement of the liability for at least twelve months after the
reporting period. Accordingly, the deposit will have to be classified as
current liability in case of both X and Y Limited.

Yes, the management decision to classify the payment of ¥ 0.5 crore as a
current asset is correct since the payment will be realised in less than
twelve months from the end of the reporting period.

Capital advances are advances given for procurement of Property, Plant
and Equipment etc. Typically, companies do not expect to realize them in
cash. Rather, over the period, these get converted into non-current
assets. Hence, capital advances should be treated as other non-current
assets irrespective of when the Property, Plant and Equipment is
expected to be received.

Under Ind AS Schedule lll, Capital Advances are not to be classified
under Capital Work in Progress since they are specifically to be disclosed
under other non-current assets.

Accordingly, advance of ¥ 1 crore given for purchase of machinery is
‘Capital advance’ which will be classified as non-current as it relates to



(a)

acquisition of non-current item i.e., machinery. Hence, management
decision to classify it as current is incorrect.

The treatment related to the transactions of Jackson Ltd, under relevant IFRS is
explained as under:

In accordance with the principles of IAS 16 ‘Property, Plant and Equipment’,
costs of ¥ 13.5 million (X 10 million + ¥ 3.5 million) will be debited to property,
plant and equipment as cost of Plant.

From 1 October 20X3, an obligation exists to rectify the damage caused by the
Plant and this obligation should be provided for.

The amount provided is the present value of the expected future payment, which
is ¥ 0.966 million (¥ 3 million x 0.322).

The amount provided is debited to property, plant and equipment and credited to
provisions at 1 October 20X3.

The costs of Plant (excluding the land) will be ¥ 4.466 million (¥ 3.5 million +
% 0.966 million).

This cost will be depreciated over a 10-year period, giving a charge in the
current period of ¥ 0.223 million in the current year (% 4.466 million x 1/10 x
6/12).

The closing balance in property, plant and equipment is T 14.243 million (% 13.5
million + ¥ 0.966 million — ¥ 0.223 million).

As the date of settlement of the liability draws closer the discount unwinds.

The unwinding of the discount in the current year is ¥ 0.058 million (¥ 0.966
million x 12% x 6/12).

The land rectification process itself creates an additional liability based on the
damage caused by the reporting date.

The additional amount provided is ¥ 0.034 million (¥ 0.20 million x 6/12 x 0.341).

This additional provision causes an extra charge to the statement of
comprehensive income.

The carrying amount of the provision at the year-end is ¥ 1.058 million (¥ 0.966
million + ¥ 0.058 million + T 0.034 million).



(b)

(a)

Computation of Net Assets of B Ltd.
As per books

Add: Fair value differences not recognized in books of B Ltd.:

Property (18 Cr - 15 Cr)
Plant and Equipment (13 Cr - 11 Cr)
Inventory (3 Cr—2.5 Cr)

Less: Deferred tax liability on fair value difference @ 20%

[(3Cr+2Cr+0.50 Cr) x 20%]
Total Net Assets at Fair Value
Computation of Goodwill:
Purchase Consideration
Add: Non-Controlling Interest
[{(12 Crx (20% / 80%)} x X 2 per share]

Less: Net Assets at Fair Value

Goodwill on acquisition date

% 23.00 Cr

X 3.00Cr
X 2.00Cr
X _0.50Cr
X 285Cr

(X 1.10 Cr)
%27.40 Cr

% 25.00 Cr

% 6.00Cr
% 31.00Cr

(X 27.40 Cr)
3 3.60Cr

Extract from the Statement of Profit and Loss of Sewa Diary Limited

for the period ended on 31st March, 20X1

WN Amount
Income
Change in fair value of purchased dairy cow WN 2 2,00,000
Government Grant WN 3 10,00,000
Change in the fair value of newly born calves WN 4 3,36,000
Fair Value of Milk WN 5 96,000
Total Income (A) 16,32,000
Expenses
Maintenance Costs WN 2 8,50,000
Breeding Fee WN 2 4,60,000




Total Expense (B) (13,10,000)
Net Income (A-B) 3,22,000
Extracts from Balance Sheet of Sewa Diary Limited
As at 31st March, 20X1

3
Property, Plant and Equipment:
Land WN 1 60,00,000
Biological assets other than bearer plants:
Dairy Cow WN 2 |22,00,000
Calves WN 4 | 3,36,000 | 25,36,000
Inventory:
Milk WN 5 96,000

Working Notes:

1.

Land: The purchase of the land is not covered by Ind AS 41. The
relevant standard which would apply to this transaction is Ind AS 16.
Under this standard, the land would initially be recorded at cost and
depreciated over its useful economic life, which is usually considered to
be infinite. Hence, no depreciation would be appropriate. Under Cost
Model, no recognition would be made for post-acquisition changes in
the value of land.

Dairy Cows: Under the ‘fair value model’ laid down in Ind AS 41 the
mature cows would be recognised in the Balance Sheet at
31stMarch, 20X1 at the fair value of 200 x ¥ 11,000 = ¥ 22,00,000.

Increase in price change 200 x (10,500 - 10,000) = 1,00,000
Increase in physical change 200 x (11,000 - 10,500) = 1,00,000

The total difference between the fair value of matured herd and its initial
cost (¥ 22,00,000 - ¥ 20,00,000 = a gain of ¥ 2,00,000) would be
recognised in the profit and loss along with the maintenance cost and
breeding fee of ¥ 8,50,000 and ¥ 4,60,000 respectively.

Grant: Grant relating to agricultural activity is not subject to the normal
requirement of Ind AS 20. Under Ind AS 41 such grants are credited to
income as soon as they are unconditionally receivable rather than being
recognised over the useful economic life of the herd. Therefore,
¥ 10,00,000 would be credited to income of the company.



(b)

4, Calves: They are a biological asset and the fair value model is applied.
The breeding fee is charged to income and an asset of 120 x ¥ 2,800
=¥ 3,36,000 recognised in the Balance sheet and credited to Profit and
loss.

5. Milk: This is agricultural produce and initially recognised on the same
basis as biological assets. Thus, the milk would be valued at 3,200 x
¥ 30 =¥ 96,000. This is regarded as ‘cost’ for the future application of
Ind AS 2 to the unsold milk.

Carrying amount of asset on 31st March 20X6 = % 6,60,000
Calculation of Value in Use:
Year ended Cash flow (%) | Discount factor @ 9% Amount
®)
31st March, 20X7 2,76,000 0.9174 2,53,202
31st March, 20X8 1,92,000 0.8417 1,61,606
31st March, 20X9 1,20,000 0.7722 92,664
31st March, 20Y0 1,14,000 0.7084 80,758
Total (Value in Use) 5,88,230
Calculation of Recoverable amount:
Particulars Amount
®)
Value in use 5,88,230
Fair value less costs of disposal (6,00,000 — 96,000) 5,04,000
Recoverable amount 5,88,230
(Higher of value in use and fair value less costs of disposal)
Calculation of Impairment loss:
Particulars Amount (%)
Carrying amount 6,60,000
Less: Recoverable amount 5,88,230
Impairment loss 71,770




(a)

Calculation of Revised carrying amount:

Particulars Amount (%)
Carrying amount 6,60,000
Less: Impairment loss (71,770)
Revised carrying amount 5,88,230

Calculation of Revised Depreciation:

Revised carrying amount — Residual value

Remaining life = (5,88,230 - 0) / 4 = ¥ 1,47,058 per annum
Set off of Impairment loss:

The impairment loss of I 71,770 must first be set off against any revaluation
surplus in relation to the same asset. Therefore, the revaluation surplus of
T 36,000 is eliminated against impairment loss, and the remainder of the
impairment loss ¥ 35,770 (% 71,770 — ¥ 36,000) is charged to profit and loss.

Treatment of Government compensation:

Any compensation by the government would be accounted for as such when it
becomes receivable. At this time, the government has only stated that it may
reimburse the company and therefore credit should not be taken for any
potential government receipt.

Points earned on ¥ 1,50,00,000 @ 6 points on every ¥ 400
=(1,50,00,000/400) x 6] = 2,25,000 points.

Out of 2,25,000 points, it is estimated that 54,000 points will remain unredeemed
in the current year. Further, it is expected that 75% of the unredeemed points
will be redeemed in the future.

Accordingly, value of points will be computed as follows:
Value of points redeemed in the current year
= (2,25,000-54,000) points x X 0.6 each point = ¥ 1,02,600
Value of points estimated to be redeemed in future
= 54,000 points x 75% x T 0.6 each point = ¥ 24,300
Total value of loyalty points = T 1,02,600 + % 24,300 = ¥ 1,26,900

10



(b)

Revenue recognized for sale of goods

=3 1,48,74,165 [1,50,00,000 x (1,50,00,000 / 1,51,26,900)]
Revenue for points = ¥ 1,25,835 [1,26,900 x (1,50,00,000 / 1,51,26,900)]
Journal Entry for the year 20X3-20X4

3 4
Bank A/c Dr. | 1,50,00,000
To Sales Alc 1,48,74,165
To Liability — under  Customer 1,25,835
Loyalty programme
(On sale of Goods)
Liability under Customer Loyalty programme | Dr. 1,01,739
To Sales Alc 1,01,739

(On redemption of (2,25,000 - 54,000)
points)

Revenue for points to be recognized

Undiscounted points estimated to be recognized next year

= 54,000 x 75% = 40,500 points

Total points to be redeemed within 3 years

=[(2,25,000 - 54,000) + 40,500] = 2,11,500 points

Revenue to be recognised with respect to discounted points
=3 1,25,835x (1,71,000/2,11,500) = ¥ 1,01,739

1. Property ‘1’ and ‘2’
Definition and applicability:

As per Ind AS 16, Property plant and equipment are tangible items that:

(@)  are held for use in the production or supply of goods or services or

for administrative purposes; and

(b)  are expected to be used during more than one period.

Hence, property 1 and 2 are held for use in the business, therefore
Ind AS 16 shall apply in respect of these two properties.

11



Accounting Principles:

- If an asset's carrying amount is increased as a result of a
revaluation, the increase shall be recognised in other
comprehensive income and accumulated in equity under the
heading of revaluation surplus. However, the increase shall be
recognised in profit or loss to the extent that it reverses a
revaluation decrease of the same asset previously recognised in
profit or loss.

If an asset's carrying amount is decreased as a result of
revaluation, the decrease shall be recognised in profit and loss
statement.

Property ‘3’

Definition and applicability: As per Ind AS 40, Investment property is
property held to earn rentals or for capital appreciation or both, rather
than for:

- Use in the production of goods or services or for administrative
purposes; or

- Sale in the ordinary course of business.

Therefore, property 3 is an investment property and company shall follow
cost model for its subsequent measurement.

Accounting Principles:

- An entity shall adopt as its accounting policy the cost model to all
of its investment property; and (Refer paragraph 30 of Ind AS 40)

- requires that an entity shall disclose the fair value of investment
property. (Refer paragraph 79 (e) of Ind AS 40

Further, paragraph 54 (2) of Ind AS 1 ‘Presentation of Financial
Statements’ requires that as a minimum, the balance sheet shall include
line items that present the following amounts:

a. Property, Plant and Equipment

b. Investment Property.

12



Analysis:
As per the facts given in the question, Special Ltd. has

a. Presented all three properties in balance sheet as ‘property,
plant and equipment’;

b. Not charged depreciation to Property ‘1’ and ‘3’;

C. Upward revaluation is recognised in the statement of profit and
loss as profit; and

d. Applied revaluation model to Property ‘3’ being classified as
Investment Property.

The above accounting treatment is neither correct nor in accordance
with provision of Ind AS 1, Ind AS 16 and Ind AS 40.

Accordingly, Special Ltd. shall depreciate Property 1 irrespective of the
fact that, their fair value exceeds the carrying amount. The revaluation
gain shall be recognised in other comprehensive income and
accumulated in equity under the heading of revaluation surplus.

There is no alternative of revaluation model in respect to property ‘3’
being classified as Investment Property and only cost model is
permitted for subsequent measurement. However, Special Ltd. is
required to disclose the fair value of the property in the Notes to
Accounts. Further, Property ‘3’ shall be presented as separate line item
as Investment Property and depreciation should be charged on it as
well.

Therefore, as per the provisions of Ind AS 1, Ind AS 16 and Ind AS 40,
the presentation of these three properties in the balance sheet will be
as follows:

Balance Sheet (extracts) as at 31st March, 20X1

Assets 04
Non-Current Assets

Property, Plant and Equipment

Property ‘1’ 8,00,000
Property ‘2’ 9,50,000 17,50,000

13



(a)

Investment Properties
Property ‘3’ (1,200,000 - 80,000)
Equity and Liabilities
Other Equity
Revaluation Reserve
Property ‘1’ [8,00,000 - (7,50,000 - 75,000)]

11,20,000

1,25,000

The revaluation reserve should be routed through Other Comprehensive
Income (subsequently not reclassified to Profit and Loss) and shown in a
separate column under Statement of Changes in Equity.

Working Notes:

Particulars Property 1 | Property 2 | Property 3
Purchase Price % 7,50,000 | ¥10,50,000 | ¥ 12,00,000
Estimated Life 10 years 15 years 15 years
Depreciation for the year T 75,000 T 70,000 T 80,000
Carrying Value as on | ¥6,75,000 | ¥9,80,000 ¥ 11,20,000
31stMarch, 20X1

Fair Value as on 31st March, | ¥8,00,000 | ¥ 9,50,000 | ¥ 13,00,000
20X1

Subsequent Measurement Fair Value Fair Value Cost
Revaluation Surplus/(Deficit) T1,25,000 | (330,000

Paragraph 15 of Ind AS 105 states that an entity shall measure a non-current
asset (or disposal group) classified as held for sale at the lower of its carrying
amount and fair value less costs to sell.

Further, paragraph 17 of Ind AS 105 states that when the sale is expected to
occur beyond one vyear, the entity shall measure the costs to sell at their
present value. Any increase in the present value of the costs to sell that
arises from the passage of time shall be presented in profit or loss as a
financing cost.

Company X has identified a disposal group and is committed to sell the same.
The sale is expected to be completed after a period of one year hence, it will
measure the costs to sell such disposal group at present value as per
paragraph 17 of Ind AS 105.

14



(b)

On 30t September, 20X1

The disposal group will be measured at fair value less costs to sell
which will be as follows:

Fair value: T 400.00 crores
PV of costs to sell: (X 8.67 crores) (% 10 crores x 0.867)
Total: Z391.33 crores

On 31st March, 20X1

The disposal group will be measured at fair value less costs to sell
which will be as follows:

Fair value: % 400.00 crores
PV of costs to sell: (2 9.09 crores) (10 x 0.909)
Total: % 390.91 crores

The increase in costs to sell the division by ¥ 0.42 crore (3 9.09 crores
- 8.67 crores) will be recognised in profit and loss as financing cost in
accordance with paragraph 17 of Ind AS 105.

Cloud computing refers to the delivery of computing services over the internet.
It allows accountants to access their data and software from any device with
an internet connection.

Following are some of the ways in which Cloud Computing has positively
impacted accounting:

1.

Improved accessibility: Cloud-based accounting software allows users
to access their financial data from any location with an internet
connection. This has increased accessibility and flexibility for
accountants and business owners, allowing them to work remotely and
collaborate in real-time.

Enhanced security: Cloud-based accounting software providers
typically offer advanced security features such as encryption, firewalls,
and multi-factor authentication helping in the protection of sensitive
financial data from cyber threats and data breaches.

Increased scalability: Cloud-based accounting software allows
businesses to easily scale up or down based on their changing needs.
As a business grows, it can easily add new users and features without
having to invest in additional hardware or software.

Reduced costs: Cloud-based accounting software typically requires
less upfront investment in hardware and software, as well as ongoing

15



(c)

maintenance costs. This can help businesses save money on IT
expenses and redirect those funds to other areas of the business. For
example, the costs of installing Microsoft Office Suite on a laptop or
desktop is far more expensive than subscribing to the Office 365 Suite,
which is a web-based download. Further, the web-based download also
provides the options of continuous free updates unlike its Office Suite
offline counterpart.

5. Streamlined collaboration: Cloud-based accounting software allows
multiple users to collaborate in real-time, reducing the need for manual
data entry and communication. This can help to streamline workflows
and reduce errors caused by miscommunication.

6. Improved reporting and analytics: Cloud-based accounting software
often includes powerful reporting and analytics tools that allow
businesses to gain deeper insights into their financial performance.
This can help businesses make more informed decisions and identify
areas for improvement.

Challenges in Cloud Computing
Following are the potential challenges which may emerge in cloud computing:

1. Since cloud-based software are completely online, they could be prone
to hackers who could ‘steal’ data or passwords or compromise the
integrity of the processed data, thereby causing disruptions to the
businesses.

2. Strong net connectivity is a must for cloud-computing to be a success.
Though there has been a huge surge in network and mobile connectivity
in the past decade, connectivity in non-metros, tier-2 or tier-3 cities is
not well-developed, which could create accessibility issues to the users
of the cloud-based accounting software.

Either

XYZ Ltd. would include the total revenue of ¥ 68,00,000 (X 60,00,000 +
78,00,000) from ABC Ltd. received / receivable in the year ended
31st March 20X2 within its revenue and show ¥ 18,00,000 within trade
receivables at 31st March 20X2.

Mrs. P would be regarded as a related party of XYZ Ltd. because she is a
close family member of one of the key management personnel of XYZ Ltd.

From 1st June 20X1, ABC Ltd. would also be regarded as a related party of
XYZ Ltd. because from that date ABC Ltd. is an entity controlled by another
related party.

16



Because ABC Ltd. is a related party with whom XYZ Ltd. has transactions,
then XYZ Ltd. should disclose:

> The nature of the related party relationship.
> The revenue of ¥ 60,00,000 from ABC Ltd. since 1st June 20X1.
> The outstanding balance of T 18,00,000 at 31st March 20X2.

In the current circumstances it may well be necessary for XYZ Ltd. to also
disclose the favourable terms under which the transactions are carried out.

Or

(@) In case, since the judgement of court has been received after the
approval of previous year’s financial statements of the reporting entity
and the probability for payment of arrears of salaries and wages was
remote in the previous year because of which the entity had neither
made any provision or disclosure, the liability for arrears of salary and
wages would be considered as a change in accounting estimate in the
current year.

(b) In the given case, since the information regarding expenses of
¥ 1,50,000 in the previous year was available with the entity, and was
omitted due to an oversight, it will be considered as a prior period error.

(c)  As per para 32 of Ind AS 8, a loss allowance for expected credit losses
(i.e. provision for doubtful debts) applying Ind AS 109, Financial
Instruments, is an example of accounting estimate. Hence, any change
in the previous year's estimate on account of recovery of such loss
allowance in the current year would be a change in the accounting
estimate in the current year because of the uncertainties inherent in
business activities and it is not possible to measure the provision for
doubtful debts with precise accuracy.

(d)  This is neither a case of prior period error nor a change in accounting
estimates. In the given case, the company did not have any information
as on the balance sheet date and it is the mistake committed by the
Group Insurance company and not the reporting entity. Hence, the
demand for an additional premium amount by the Group Insurance
Company will not be considered as a prior period error for the reporting
entity. Further, the entity had paid the premium amount in the previous
year, so no accounting estimate was involved thereupon. Therefore,
the additional demand cannot be considered as a change in accounting
estimate for the reporting entity.
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