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CMA JUNE, 2020 EXAMINATION 
PROFESSIONAL LEVEL-III 

SUBJECT: 301. ADVANCED FINANCIAL ACCOUNTING-II 

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. 

 

Q. No. 1 

(a)  You are the controller of Software Company, a distributor of computer software, which is 
planning to acquire a portion of the net assets of a product line of Midge Company, a 
competitor enterprise. The projected acquisition cost is expected to exceed substantially the 
current fair value of the identifiable net assets to be acquired, which the competitor has 
agreed to sell because of its substantial net losses of recent years. The board of directors of 
Software asks if the excess acquisition cost may appropriately be recognized as goodwill. 

Instructions: 

Prepare a memorandum to the board of directors in answer to the question, after consulting 
the following: 

As per IFRS Conceptual Framework, IFRS 3 Business Combinations and IAS 38 Intangible 
Assets. 

(b)  How does the application of lower-of-cost-or-market valuation method for inventories differ 
between interim statements and annual statements? 

(c)  Explain the following terms: control, power, subsidiary, parent, group, and associate.  

(d)  Describe the characteristics and status of Human Resource Accounting. 

[Marks: (8+4+4+4) = 20] 
Q. No. 2 

On August 1, 2019, Westpac Corporation, a U.S. multinational enterprise, established a sales 
branch in Singapore. The transactions and events of Westpac's home office with the Singapore 
branch, and the branch's own transactions and events, during August 2019, are described below. 
Following each transaction or event is the appropriate spot exchange rate for the Singapore 
dollar(S$). 

(1)  Cash of $ 50,000 sent to branch (S$1 = $0.45). 

(2)  Merchandise with a cost of $75,000 shipped to branch at a billed price of $100,000 (S$1 = 
$0.45). 

(3)  Rent of leased premises for August paid by branch, S$1,000 (S$1 = $0.45). 

(4)  Store and office equipment acquired by branch for S$5,000, to be carried in home office 
accounting records (S$1 = $0.45). 

(5)  Sales by branch on credit, S$25,000 (S$1 = $0.46). Cost of goods sold, S$15,000. 

(6)  Collections of trade accounts receivable by branch, S$20,000 (S$1 = $0.455). 

(7)  Payment of operating expenses by branch, S$5,000 (S$1 = $0.47). 

(8)  Cash remitted to home office by branch, S$10,000 (S$1 = $0.44). 

(9)  Operating expenses incurred by home office charged to branch, $2,000 (S$1 = $0.445). 

(10)  Uncollectible account receivable written off by branch, S$1,000 (S$1 = $0.44). 

Instructions: 

Prepare journal entries for the home office of Westpac Corporation in U.S. dollars, and for the 
Singapore branch in Singapore dollars, to record the foregoing transactions or events. Both home 
office and branch use the perpetual inventory system and the direct write-off method of accounting 
for uncollectible accounts. Round all amounts to the nearest dollar. Omit journal entry 
explanations.  

[Marks: 20] 
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CMA JUNE, 2020 EXAMINATION 
PROFESSIONAL LEVEL-III 
SUBJECT: 301. ADVANCED FINANCIAL ACCOUNTING-II 

Q. No. 3 

(a)  Define Consolidated Financial Statements. When a parent does not need to present 
consolidated financial statements? 

(b)  The draft statements of financial position of Ping Co and Pong Co on 30 June 20X8 were as 
follows. 

STATEMENT OF FINANCIAL POSITION  
AS AT 30 JUNE 2018 

PING CO    PONG CO 
Tk.    Tk. 

Assets 
Non-current assets 
Property, plant and equipment    50,000    40,000 
20,000 ordinary shares in Pong Co at cost   30,000    – 
Current assets 
Inventory         3,000      8,000 
Owed by Ping Co          10,000 
Receivables       16,000      7,000 
Cash          2,000                       – 
Total assets                101,000               65,000 
Equity and liabilities 
Equity 
Ordinary shares of Tk.1 each    45,000    25,000 
Revaluation surplus      12,000      5,000 
Retained earnings      26,000    28,000 
Current liabilities 
Owed to Pong Co        8,000           – 
Trade payables      10,000     7,000 
Total equity and liabilities              101,000              65,000 

Ping Co acquired its investment in Pong Co on 1 July 2017 when the retained earnings of Pong 
Co stood at Tk.6,000. The agreed consideration was Tk.30,000 cash and a further Tk.10,000 on 1 
July 2019. Ping Co's cost of capital is 7%. Pong Co has an internally-developed brand name – 
'Pongo' – which was valued at Tk.5,000 at the date of acquisition. There have been no changes in 
the share capital or revaluation surplus of Pong Co since that date. At 30 June 2018 Pong Co had 
invoiced Ping Co for goods to the value of Tk.2,000 and Ping Co had sent payment in full but this 
had not been received by Pong Co. There is no impairment of goodwill. It is group policy to value 
non-controlling interest at full fair value. At the acquisition date the non-controlling interest was 
valued at Tk.9,000. 

Required: Prepare the consolidated statement of financial position of Ping Co as at 30 June 2018. 
[Marks: (5+15) = 20] 

Q. No. 4 

On 1 September 2017 Tyzo Co acquired 6 million Tk.1 shares in Kono Co at Tk.2.00 per share. At 
that date Kono Co produced the following interim financial statements. 

 Tk. in Million  Tk. in Million 
Property, Plant and Equipment 
(Note 1)  
Inventories (Note 2) 
Receivables 
Cash in hand 

16 
 

4 
2.9 
1.2 

Trade Payables 
Taxation 
Bank Overdraft 
Long term loans 
Share Capital (Tk.1 Share) 
Retained Earnings 
 

3.2 
0.6 
3.9 
4.0 
8.0 

 
4.4 

 24.1  24.1 
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CMA JUNE, 2020 EXAMINATION 
PROFESSIONAL LEVEL-III 
SUBJECT: 301. ADVANCED FINANCIAL ACCOUNTING-II 

Q. No. 4 (cont’d...) 

Notes: 
(i)  The following information relates to the property, plant and equipment of Kono Co at 1 

September 2017. 
Tk. in million 

Gross replacement cost       28.4 
Net replacement cost (gross replacement cost less depreciation)  16.6 
Economic value         18.0 
Net realisable value          8.0 

(ii)  The inventories of Kono Co which were shown in the interim financial statements are raw 
materials at cost to Kono Co of Tk.4 million. They would have cost Tk.4.2 million to replace at 
1 September 2017. 

(iii)  On 1 September 2017 Tyzo Co took a decision to rationalise the group so as to integrate 
Kono Co. The costs of the rationalisation were estimated to total Tk.3.0 million and the 
process was due to start on 1 March 2018. No provision for these costs has been made in 
the financial statements given above. 

(iv)  It is group policy to recognise non-controlling interest at full (fair) value. 

Required: Compute the goodwill on consolidation of Kono Co that will be included in the 
consolidated financial statements of the Tyzo Co group for the year ended 31 December 2017, 
explaining your treatment of the items mentioned above. You should refer to the provisions of 
relevant accounting standards. 
 

(b)  On 1 July 2018 Crystal acquired 60,000 of the 100,000 shares in Pebble, its only subsidiary. 
The draft statements of profit or loss and other comprehensive income of both companies at 
31 December 2018 are shown below: 

Crystal   Pebble 
Tk.'000   Tk.'000 

Revenue        43,000    26,000 
Cost of sales                (28,000)                       (18,000) 
Gross profit       15,000      8,000 
Other income – dividend received from Pebble    2,000        - 
Distribution costs      (2,000)      (800) 
Administrative expenses     (4,000)   (2,200) 
Finance costs         (500)                  (300) 
Profit before tax      10,500     4,700 
Income tax expense      (1,400)                 (900) 
Profit for the year       9,100      3,800 
Other comprehensive income: 
Gain on property revaluation (Note (i))          0     2,000 
Investment in equity instrument       200            0 

Total comprehensive income for the year  9,300     5,800 
Additional information: 
(i)  At the date of acquisition the fair values of Pebble's assets were equal to their carrying amounts 

with the exception of a building which had a fair value Tk.1million in excess of its carrying amount. 
At the date of acquisition the building had a remaining useful life of 20 years. Building depreciation 
is charged to administrative expenses. The building was revalued again at 31 December 2018 and 
its fair value had increased by an additional Tk.1million. 

(ii)  Sales from Crystal to Pebble were Tk.6million during the post-acquisition period. Crystal 
marks up all sales by 20%. 

(iii)  Despite the property revaluation, Crystal has concluded that goodwill in Pebble has been 
impaired by Tk.500,000. 

(iv)  It is Crystal's policy to value the non-controlling interest at full (fair) value. 
(v)  Income and expenses can be assumed to have arisen evenly throughout the year. 
Prepare the consolidated statement of profit or loss and other comprehensive income for the year 
ended 31 December 2018.                                                                             [Marks: (8+12) = 20] 
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CMA JUNE, 2020 EXAMINATION 
PROFESSIONAL LEVEL-III 
SUBJECT: 301. ADVANCED FINANCIAL ACCOUNTING-II 
 
Q. No. 5 

(a)  State the tax base of each of the following liabilities and any resulting temporary difference. 

(i)  Current liabilities include accrued expenses with a carrying amount of Tk.1,000. The 
related expense will be deducted for tax purposes on a cash basis. 

(ii)  Current liabilities include interest revenue received in advance, with a carrying amount 
of Tk.10,000. The related interest revenue was taxed on a cash basis. 

(iii)  Current liabilities include accrued expenses with a carrying amount of Tk.2,000. The 
related expense has already been deducted for tax purposes. 

(iv)  Current liabilities include accrued fines and penalties with a carrying amount of Tk.100. 
Fines and penalties are not deductible for tax purposes. 

(v)  A loan payable has a carrying amount of Tk.1m. The repayment of the loan will have no 
tax consequences. 

(b)  For the year ended 31 July 2017 NK Co made taxable trading profits of Tk.1,200,000 on 
which income tax is payable at 30%. 

(a)  A transfer of Tk.20,000 will be made to the deferred taxation account. The balance on 
this account was Tk.100,000 before making any adjustments for items listed in this 
paragraph. 

(b)  The estimated tax on profits for the year ended 31 July 2016 was Tk.80,000, but tax 
has now been agreed at Tk.84,000 and fully paid. 

(c)  Tax on profits for the year to 31 July 2017 is payable on 1 May 2018. 

(d)  In the year to 31 July 2017 the company made a capital gain of Tk.60,000 on the sale 
of some property. This gain is taxable at a rate of 30%. 

Required:  

(i)  Calculate the tax charge for the year to 31 July 2017. 

(ii) Calculate the tax liabilities in the statement of financial position of NK Co as at 31 July 
2017. 

(c)  Rockland SA earned net income of Tk.300,000 in 2019 and had 100,000 ordinary shares 
outstanding throughout the year. Also outstanding all year was Tk.800,000 of 10% bonds, 
which are convertible into 16,000 ordinary shares. The interest expense on the liability 
component of the convertible bonds was Tk.64,000. Rockland's tax rate is 40%. Compute 
Rockland's 2019 basic and diluted earnings per share. 

[Marks: (6+8+6) = 20] 

= THE END = 


