
Page 1 of 6 

 

 

THE INSTITUTE OF COST AND MANAGEMENT ACCOUNTANTS OF BANGLADESH 
CMA JUNE, 2017 EXAMINATION 

MANAGEMENT LEVEL 
SUBJECT: F2. FINANCIAL MANAGEMENT 

 

Time: Three hours                 Full Marks: 100 
  All questions are to be attempted. 
  Show computations, where necessary. 
  Answer must be brief, relevant, neat and clean. 
  Start answering each question from a fresh sheet. 

 

PART – A (Q. No. 1 – 4) : [20 MARKS) 

Q. No. 1 

"ABC Ltd. has presents TK. 320 million in the assets side of the Balance Sheet under the head 
of Human Resource".  

(a)  As a financial analysis, how do you address this issue to draw conclusion based on the 
financial statement of ABC Ltd. for the purpose of investing in the stock of the company.  

(b)   Do BASs and/or Company Act 1994 allow a company operating in Bangladesh to present 
Human Resources as the asset in the financial statement? Why or why not? 

[Marks: 5] 

Q. No. 2 

Define Intangible Assets as per BAS 38. Explain the recognition criteria as per BAS 38 for 
separately acquired intangible assets with an example.   

[Marks: 5] 

Q. No. 3 

The directors of FNE have agreed as part of their strategic plan to list the entity’s equity shares 
on the local stock exchange.  

At a recent board meeting, the directors discussed, in overview, the additional compliance that 
would be required upon listing. This included compliance with the requirements of IFRS 8 
Operating Segments (IFRS 8). The managing director commented that adherence to the 
requirements of IFRS 8 would be time-consuming and costly due to the additional financial 
information that the entity would have to prepare. 

Required: 

(i)  Discuss whether the managing director’s comment is accurate in respect of the operating 
segment analysis that is required in accordance with IFRS 8.  

(ii)  Explain why the information that is presented for operating segments is likely to be highly 
relevant to investors  

(iii)  Discuss the potential limitations of operating segment analysis as a tool for comparing 
different entities. 

[Marks: 5] 

Q. No. 4 

FN operates two pension plans for its employees; a defined benefit pension plan for members 
of senior management and a defined contribution pension plan for all other employees. FN 
recognises all actuarial gains and losses within equity in the year in which they arise. 

Required:  

Explain how EACH of the pension plans above will be accounted for in BOTH the statement of 
total comprehensive income and the statement of financial position of FN. 

[Marks: 5] 
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CMA JUNE, 2017 EXAMINATION 
MANAGEMENT LEVEL 
SUBJECT: F2. FINANCIAL MANAGEMENT 
 

PART – B (Q. No. 5 – 7) : [30 MARKS) 
Q. No. 5 

On 1 January 2009 CSA, a listed entity, had 3,000,000 Tk.1 ordinary shares in issue. On 1 May 
2009, CSA made a bonus issue of 1 for 3.  

On 1 September 2009, CSA issued 2,000,000 Tk.1 ordinary shares for Tk.3.20 each. The profit 
before tax of CSA for the year ended 31 December 2009 was Tk. 1,040,000. Income tax 
expense for the year was Tk. 270,000.  

The basic earnings per share for the year ended 31 December 2008 was Tk. 0.154.  

On 1 November 2009 CSA issued convertible loan stock. Assuming the conversion was fully 
subscribed there would be an increase of 2,400,000 ordinary shares in issue. The liability 
element of the loan stock is Tk.4,000,000 and the effective interest rate is 7%.  

CSA is subject to income tax at a rate of 30%. 
Required:  
(i)  Calculate the basic earnings per share to be reported in the financial statements of CSA 

for the year ended 31 December 2009, including comparative, in accordance with the 
requirements of IAS 33 Earnings Per Share.  

(ii)  Calculate the diluted earnings per share for the year ended 31 December 2009, in 
accordance with the requirements of IAS 33 Earnings Per Share.  

(iii)  Briefly explain why the bonus issue and issue at full market value are treated differently in 
arriving at basic earnings per share.  

[Marks: 10] 
Q. No. 6 
ABC, a UK-based company with sterling as its functional currency, has created a new 
subsidiary in the US, on 1 January 2017 with a share capital of US$55,000 subscribed in cash. 
The amounts in its 2017 US dollar functional currency financial statements are shown below. 
 

 Amount in US $ 
Statement of comprehensive income  
Revenue 500,000 
Costs (200,000) 
Profit 300,000 
There was no other comprehensive income.  

Statement of financial position  
Initial share capital 55,000 
Retained earnings (as above) 300,000 
Equity = net assets 355,000 

 

The entity owns no non-current assets (so there are no assets or depreciation charges to be 
translated at the rate ruling when the asset was acquired) and all transactions took place on 30 
June (so that a single rate can be used for the income statement transactions, rather than the 
various rates ruling when the transactions took place). 
 

Assume that the following exchange rates are relevant. 

1 January 2017  £1=US$2.75 

30 June 2017   £1=US$2.5 

31 December 2017  £1=US$2 

The entity translates share capital at the rate ruling when the capital was raised. 
 

Required: 

Translate the financial statements of the subsidiary into the pound sterling presentation 
currency. 

[Marks: 10] 
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CMA JUNE, 2017 EXAMINATION 
MANAGEMENT LEVEL 
SUBJECT: F2. FINANCIAL MANAGEMENT 
 

Q. No. 7 
 

Following the annual review of funding, the actuary has provided the following information. 
 

  At 31 December 
  2017 2016 
  Tk.’000 Tk.’000 
Pension fund assets (fair value) 5,250 5,000 
Pension fund obligations (present value) 5,500 5,000 
For the year ended 31 December 2017   
Current service cost 510  
Contributions to the pension fund 540  
Benefits paid out 265  

 

In supplying this information the actuary has assumed the following. 

Expected return on assets       10% 

Discount rate used in determining pension fund liabilities  12% 

Based on these figures the pension fund has a net deficit of Tk. 250,000. There is an actuarial 
surplus on liabilities of Tk. 345,000 and a deficit on assets of Tk. 525,000. There are no 
actuarial gains or losses brought forward at 31 December 2016. 

Required: 

What is the net liability of the fund and what is the accounting treatment of the actuarial loss at 
31 December 2017? Determine the charge to profit or loss for the year to 31 December 2017 
and the movement in fund obligations for the year then ended. 

[Marks: 10] 

PART – C (Q. No. 8 – 9) : [50 MARKS) 
 
Q. No. 8          

VEG is an entity that started trading in January 2016 manufacturing and selling vegetable 
“smoothie” drinks. The entity uses innovative technology that pasteurizes fresh drinks and gives 
them a shelf life of 8 weeks. VEG currently operates solely in Country X and is the only 
producer to use this technology to date.  

The two directors of VEG each initially invested Tk. 50,000 of equity capital to start the 
business. The long-term borrowings were secured in January 2016 under a business start-up 
initiative, and will be repaid over 4 years commencing January 2018. The directors also 
negotiated a short term bank overdraft facility of Tk. 75,000, which is intended to cover the 
working capital requirement. This is due for review on 1 April 2017.  

VEG has performed well in its first year of trading, selling to three large supermarkets and 
securing a contract with another supermarket to produce an own-brand product. This contract 
was signed in October 2016. The directors believe that VEG could exploit similar opportunities 
in both domestic and overseas markets if they expanded further. However, any further 
expansion would require significant capital investment in property, plant and equipment.  

You are a financial advisor and have a cash-rich client who is looking to make a private 
investment in an entity in return for equity shares. Your client is particularly interested in the 
technology that VEG is currently using. He is enthusiastic about VEG’s potential, although he 
has not as yet looked at the financial performance and position of the entity. You have so far 
approached the directors of VEG who have confirmed that they would be interested in such an 
investment into their business as it would potentially allow them to undertake the capital 
investment required to expand.  
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CMA JUNE, 2017 EXAMINATION 
MANAGEMENT LEVEL 
SUBJECT: F2. FINANCIAL MANAGEMENT 
 

Q. No. 8 (cont’d…..) 
 

The directors have emailed you the following financial information about VEG: 

Statement of financial position as at 31 December 2016 
 Tk. 000 
ASSETS  
Non-current assets  
Property, plant and equipment 350 
Intangible assets 52 
 402 
Current assets  
Inventories 40 
Receivables 140 
 180 
Total assets 582 

EQUITY AND LIABILITIES  
Share capital 100 
Retained earnings 30 
Total equity 130 
Non-current liabilities  
Long-term borrowings 350 
Current liabilities  
Payables 50 
Income tax 12 
Short-term borrowings 40 
 102 
Total liabilities 452 
Total equity and liabilities 582 

 

Statement of profit or loss for the year ended 31 December 
 

 2017 
FORECAST (Tk. 000) 

 2016 
ACTUAL (Tk. 000) 

Revenue 1,020  800 
Cost of sales (620)  (520) 
Gross profit 400  280 
Distribution costs (90)  (70) 
Administrative expenses (100)  (140) 
Finance costs (25)  (20) 
Profit before tax 185  50 
Income tax expense (30)  (20) 
Profit for the year 155  30 

 

Additional information: 
1.  The forecast statement of profit or loss for the year ended 31 December 2017 is based 

upon VEG’s existing contracts as at 31 December 2016 and does not take account of any 
potential new contracts from expansion.  

2.  The directors have estimated that forecast revenue can be achieved with the current 
levels of property, plant and equipment.  

3.  The directors are forecasting the following balances as at 31 December 2017:  
 Tk. 000 
Inventories 30 
Receivables 290 

No further forecast information is available at this time.  
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CMA JUNE, 2017 EXAMINATION 
MANAGEMENT LEVEL 
SUBJECT: F2. FINANCIAL MANAGEMENT 
 

Q. No. 8 (cont’d…..) 
 

4.  Administrative expenses for the year ended 31 December 2016 includes professional fees 
of Tk. 30,000 incurred in the business set-up, Tk. 40,000 in marketing and Tk. 20,000 for 
the cost of training staff in the production processes. 

Required:  

Write an email to your client in which you:  

(i)  analyze the actual and forecast financial performance and position of VEG using the 
information provided; 

(ii)  explain the additional information that you would recommend he obtains before making an 
investment decision; and 

(iii)  explain, briefly, the limitations of using ratio analysis as a means of deciding on this 
potential investment. 

[Marks: (15+5+5) = 25] 
Q. No. 9               
Extracts from the financial statements of AZ, B and C are presented below. 
 

Statements of financial position as at 31 December 2016 
 

 AZ (Tk. in 
millions) 

 B (Tk. in 
millions) 

 C (Tk. in 
millions) 

ASSETS      
Non-current assets      
Property, plant and equipment 70  44  55 
Investment in B 68  -  - 
Investment in C -  38  - 
 138  82  55 
Current assets 29  24  14 
Total assets 167  106  69 

      
EQUITY AND LIABILITIES      
Equity attributable to owners of the parent      
Share capital (Tk. 1 equity shares) 50  40  30 
Share premium 20  10  5 
Other reserves 3  2  - 
Retained earnings 59  30  23 
Total equity 132  82  58 
      
Non-current liabilities 15  8  2 
Current liabilities 20  16  9 
Total liabilities 35  24  11 
Total equity and liabilities 167  106  69 

      

Additional information: 
 

(1) AZ acquired 80% of the equity share capital of B on 1 January 2013 when the retained 
earnings of B were Tk. 23 million and the balance on B’s other reserves was nil. This 
acquisition resulted in AZ having power over B and AZ used that power to affect its return 
from the investment. B has not issued any shares since the acquisition date. The non-
controlling interest in B was measured at fair value at the date of acquisition. The fair 
value of one equity share in B was Tk. 2.25 on 1 January 2013.  
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CMA JUNE, 2017 EXAMINATION 
MANAGEMENT LEVEL 
SUBJECT: F2. FINANCIAL MANAGEMENT 
 

Q. No. 9 (cont’d…..) 
 
(2)  B acquired 75% of the equity share capital of C on 1 January 2015 when the retained 

earnings of C were Tk. 8 million and the balance on C’s other reserves was nil. This 
acquisition resulted in B having power over C and B used that power to affect its return 
from the investment. C has not issued any shares since the acquisition date. The non-
controlling interest in C was measured at fair value at the date of acquisition. The fair 
value of one equity share in C was Tk. 1.60 on 1 January 2015.  

 

(3)  AZ conducted its annual impairment review and concluded that the goodwill on the 
acquisition of B was impaired by 20% at 31 December 2016. No other impairments of 
goodwill have arisen.  

 

(4)  The balance on “other reserves” for both AZ and B relate to movements in the values of 
their investments in B and C respectively. 

 

Required:  
 

(a) Explain how the investments in B and C are accounted for in:  

(i)  the individual financial statements of AZ and B; and  

(ii)  the consolidated financial statements of the AZ group. 

(b)  Prepare the consolidated statement of financial position for the AZ Group as at 31 
December 2016. 

[Marks: (7+18) = 25] 
 

= THE END = 


