Corporate Accounting
1. InfoSoft Technologies Ltd is a company incorporated in India in 2002 and currently it has INR 200 million of authorized capital, of which 50% is issued, subscribed and fully paid-up. The company also has excellent credit rating in the debt market. Currently, the company is planning to expand its business to get into new-age technology consulting and also geographically. It has a requirement of INR 100 million funding. List and explain various methods of raising finance, along with the advantages and suitability of each method to the company. (10 Marks) 
SOLUTION:
Introduction:
A company needs funds to carry out its day-to-day operations as well as for expansion. The company's funds are collectively displayed as capital on the Balance Sheet's liability side. The firm's capital structure is a mixture of all long-term funding sources and some specific short-term liabilities, including Equity Capital, Reserves and Surplus, Preference Share Capital, Loans or Debentures, banknotes, and bonds. 
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2. A company provides the below information:

	(in Rs. Crores)
	FY 2016
	FY 2017
	FY 2018
	FY 2019
	FY2020

	Earnings per share (Rs.)
	1.14
	1.56
	1.91
	1.97
	1.98

	Capital (Rs. Crore)
	1000
	1260
	1300
	1450
	1600


The company’s management expects to earn a ROI of at least 15% on its capital. The face value of the share is Rs. 10. What would be the value you would fix to each share of this company, purely based on the above information (10 Marks) 
SOLUTION:

Introduction:

Every company employs capital in the business to earn returns in the form of profit. These profits are known as return on capital employed (ROCE). It is a financial ratio that can evaluate a company's profitability and efficiency of capital. In simpler words, ROCE reflects the company's capacity to generate profits on the capital it has put in the business. 

The ROCE ratio is among the numerous profitability ratios that financial managers, shareholders, and prospective investors may look after while considering any company's investment. 

3. Horizon Limited acquired 60% stake in Hope Ltd. Horizon Limited paid INR 144

millions in cash for their interest in Hope Ltd. The fair value of the assets of Hope Ltd is INR 360 millions, and the fair value of its liabilities is INR 180 millions. Pass journal entries for the acquisition as per Ind-AS guidelines for the below:

a. Entry or entries for takeover of assets and liabilities (5 Marks) 
SOLUTION:

Introduction:
When an entity obtains control over the other entity by acquiring its assets or liabilities or acquiring net assets, or developing significant equity interest, such a transaction is known as Business Combination as per Ind-AS 103. However, the word control should be taken based on the definition as mentioned in Ind-AS 110, whereby control is determined based on three 
b. Define the term purchase consideration. Pass Entry or entries for payment of purchase consideration (5 Marks) 
(Make suitable assumptions if required and mention the same)

SOLUTION:
Introduction:

Purchase consideration in the business combination transaction shall be calculated as the Total fair value of Assets acquired, including cash, Total liabilities incurred at fair value, and the acquirer's equity interest. 

However, sometimes the assets and liabilities transferred are not gone out of the business and 
