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Instructions : (1) Exact answers are expected.

L (A)

(B)

(2)  Figures at the end of the questions shows the maximum marks for the
correct answer.

Describe the importance of International Accounting. 07
OR

Describe the status of International Accounting Education at the World level

Wrie in brief (Any two) : 04

(1) Define International Accounting

{(2) Scope of International Accounting

(3) Status of International Accounting Education in India

Answer in one or two lines only (Any twae) 03

" (1) Expansion of European Union

(C)
2. (A)

(B)

(®)
MG-27

(2) Universal or World Accounting
(3) Comparative International Accounting

Describe the need for International Standards of Accounting and Reporting for

Trensnational Corporations. 07
OR

Mention the Complexities while reporting for Transnational Corporation.

Write in brief (Any two) : 04

{1) Efforts made for Improvement and Standardisation of Accounting and
Reporting of Transnational Corporations.

(2 Prepare a list of possible minimum financial statements and information to be
provided while reporting Transnational Corporation.

(3  Write the benefits of International Financial and Reporting Standards for
Investors.

Arswer in one or two lines only (Any two) 03
(1" List the four basic assumptions for IFRS.

(2 What is the difference between adoption and convergence ?

(3. How difficult is it to converge Indian Accounting Standards with IFRS ?

g P.T.O.
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3. (A) Describe the effect of changes in foreign currency rates. 07
OR
Discuss the key issues in accounting for foreign currency transactions.
(B) Define with example (Any two) : 04

(1) International Transactions
(2) Forward Exchange Contracts
(3) Foreign Currency Transactions
(C) Answer in one or two sentences (Any two) 03
(1) Explain : Multiple Rate Translation Method
(2) Explain : Single Rate Translation Method
(3) Explain the concept of ‘functional currency’.
- OR
US based Silicon Valley Ltd is a Subsidiary Company of India Incorporation Ltd. 14

Following are the Financial Statements of Silicon Valley Ltd as on 31st December, 2( 11.
You are requested to translate them as per the Temporal Method.

Currency : India : INR
USA:US$
Exchange Rate : Historical Rate : 1 US § =46 INR
Current Rate : 1 US $ =52 INR
Balance Sheet of Silicon Valley as on 31 Dec, 2012.

(9%

US $(000)
Equity Share Capital 10,000
Free Reserves 70,000
Long Term Liabilities 40,000
= Total Capital Employed 120,000
— Fixed Assets 80,000
— Investments 30,000
= Working Capital : Current Assets 40,000

— Current Liabilities 30,000 10,000
Profit & Loss Account of Silicon Valley for the year ended on 31% Dec, 2011

US $ (000)
Net Sales 2,00,000
— Cost of goods sold 80,000
= Gross profit 1,206,000
-~ Depreciation 20.000
= Profit from the operation 1,00,000
— Provision for Income Tax (@ 30%) 30,000
= Profit after tax ) 70,000

MG-27 10
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4. (A) Define the term ‘Business Combinations and Consolidations’ and describe the

(B)

©

)

MG-27

scope. 07
OR

Explain the suggested adjustment methods for ‘Accounting Price Level Changes’
(Any two)

Answer in brief (Any two) : 04
(I) Shortcomings of conventional accounting based on historical costs

(2) Accounting for Foreign Inflation

{(3) Neuwre of price changes

Reply in one or two sentences (Any twe) : 03
(1) Reasons for distortion in report.ed profits due to price level changes

(2) Describe the two major consequences of the use of Last in-First Out method

while evaluating inventory.
(3) Explain Index Number (price level changes)
OR
Follocwing are the Balance Sheets of Satva & Nyay Ltd. and Prem & Ahinsa Ltd. as
- on 3!% March, 2012. 07
Particulars _ Satya & Prem &
Nyay Ltd. | Ahinsa Ltd.
Equity Share Capital (each of Rs 10) 1,00,000 40,000

Prodt& Loss A/c: S&NLtd P&ALtd

‘ Opening Balance 20,000 10,000

| = Profit for the year 80,000 20,000 ~1,00,000 30,000

= Total 2,00,000 70,000

' Fixed Assets | 1,00000 | 50,000

| Investment in the equity shares of P & A Ltd. | 60,000 -
Working capital t 40,000 20,000
Total " 2,00,000 70,000 |

Satva & Nyay Ltd. had purchased 2,800 equity shares of Prem & Ahinsa Ltd from
the open market on 31* March, 2011.

Predare the Consolidated Balance Sheet of Satya & Nyay Ltd as per the One-Line
(Ecuity) Method as on 31st March, 2012.
11 P.T.O.
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(B) Following is the Income Statement of Graduate Ltd for the year ending on
07 .

31%" March, 2012.
Sales 20,00,000
— Cost of goods sold 10,00,000
= Gross Income 10,00,000
— Expenses 4,00,000
- Depreciation 2,00,000
= Net Operating Income 4,00,000

Required Information :

M

2
©)
(4)

&)

Price Index : On 1% April, 2011 : 400
On 31% March, 2012 : 480

The goods were procured from the Government on quarterly basis of equal
amounts, but the sales were made during the last quarter of the year.

It is observed that the growth in price level were equal during the year on
quarterly basis {Simple Average).

The depreciation was charged on the assets which were purchased on the first
day of the given financial year.

Expenses were paid equally during all the four quarters of the year.

Prepare the Price level adjusied Income Statement.

S.  Select the correct answer from the options given :

(1) The single largest factor responsible for the increasing importance of Internaticnal
Accounting is

)

MG-27

(A) the appearance of Multi National Corporations
(B) India has adopted liberalization policy in early 90’s.
(C) The world exports of merchandise has grown by 20 folds from 1973 to 2005.

(D) the exports of commercial services of the world which were negligible in the

1970s, stood at US 2,755 Billion $ in 2006.

Which of the following needs to be covered in the syllabus of Intemational
Accounting ?

(A)
(B)

©
)

Mergers and Acquisitions

New financial instruments, derivative accounting, corporate governan:e,
global joint ventures, environmental accounting etc

Financial and Managerial Accounting
Cost Accounting
12
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Which of the following statements is false ?

(+) The importance of International Accounting and the need for it were
visualised by Mueller in 1967.

(E) The International Accounting shall be taught as an independent subject.
(C) India has adopted the International Financial Reporting Standards from 2011.

(I'y The Institute of Chartered Accountants of India is not solely responsible to
teach International Accounting. :

Which of the following statements is false 7

(4) International Financial Reporting Standards are considered a “principles
based” set of standards wherein they establish broad rules as well as dictate
specific treatments.

(B) International Financial Reporting Standards is a set of Accounting Standards
developed by a dependent, ‘for-profit organization’ called the International
Accounting Standards Board (IASB).

(C) India has decided to practice ‘Indian Accounting Standards’ instead of
‘International Financial Reporting Standards.’

(D) Following are the Qualitative Characteristics of Financial Statements :

Undersiandability, Reliability, Comparability, Relevance, True and Fair
View/Fair Presentation

Which of the following is one of the requirements of the International Financial

Reporting Standards ?
(A) Statement of Financial Position

(B, List of Equity Shareholders

(C: Statement of changes in the outstanding balances of Debtors’ accounts

(L Internal Auditor’s Report

Which of the following is not the advantage of converging with IFRS ?

(A Imprci#cs’ investors’ confidence across the world with transparency and
comparability.

(B Improves profitability of the business.

(C, Group consolidation made easy with same standards by all companies in

N\ 'l

group wherever located.

(D, Acceptability of financial statements across all stock exchanges, which
facilitates entry of any Indian company to any stock exchange across the
globe.

Accounting Standard 21 is related to

(A} The Effects of Changes in Foreign Exchange Rates
(B) Events after the Reporting Period

(C) Property, Plant and Equipment

(D) Borrowing Costs

13 P.T.O.
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As per AS 11, which of the following is false ?
(A) ‘Closing Rate’ is the rate at the balance sheet date.
(B) ‘Exchange Rate’ is the ratio for exchange of two currencies.

(C) Exchange difference is the difference resulting from reporting the same
number of units of a foreign currency in the reporting currency at different
exchange rates.

(D) ‘Foreign Currency’ is an official currency of the country, the enterprise
belongs. '

Which of the following definition is not correct 7

(A) ‘Forcign Operation’ is 2 subsidiary, associate, joint venture or branch of the
reporting enterprise, the activities of which are based or conducted in a
country other than the country of the reporting enterprise.

(B) ‘Forward Exchange Confract’” means an agreement to exchange different
currencies at a forward rate.

(C) ‘Forward Rate’ is the specified rate for exchange of two currencies at a
specific future date.

(D) ‘Non-Monetary Items’ are money held and assets and liabilities to be
received or paid in fixed or determinable amounts of money.

Which of the following criteria, is not required to be met to treat the combination as
merger ? '

(A) No party to the combination is portrayed as either acquirer or acquire, cither
by its own board or management or by that of another party to the
combination.

(B) ‘The relative sizes of the companies’ are not so contradictory that one party
dominates the combined entity by virtue of its relative size.

(C) No equity shareholders of any of the combining entities retain any material
interest in the future performance of only part of the combined entity.

(D) Proportionate Voting rights of all the parties to the combination shali
establish management structure of the new entity.,

Which of the following techniques is not a technique of consolidation, adopted by
different countries worldwide ?

(A) Pooling of interest method

(B) Gross or line-by-line consolidation method
(C) One line or equity consolidation method

(D) Pro-rata or proportional consolidation method

Inlercompany profits or losses realized through the sale of merchandise or assets,
must be eliminated in the preparation of consolidated statements.

(A) The statement is true.

(B) The statement is false.

(C) Can’tsay.

(D) The statement is partly correct.

14
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" (13) Whch of the following may not be the result for overstatement of profits, realized

(14)

MG-27

during periods of rising prices with historical costs of resources acquired in the past
when price level were lower ?

(A) Increase in tax liability

(B) Erosion of credibility of financial statements
(C) Under-distribution of dividends

(D) Increase in wage rates

In azcounting for price level changes, which of the following forms related to ‘cost
value accounting’ is applicable ?

(A) Replacement Cost Accounting
(B) Realizable Value Accounting
(C) Current Cost Accounting

(D) All of the above (A),(B),(C)
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