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% Rosetta Inc. (RI) is a new corporatlon that ]ust acquu'ed the assets of an unmcorporated technology business on September 1, 2019,

=)

ment entered into by RI and Jess Stone are prowded in Exhibit I. RI is

g e

_ owned by three shareholders Carlos Guevara the CEO of RI, who OWnS 209 of the shares of RI; and two investors, who each own
~ 40% of the shares Jess. Stonelsnotashareholder ole I e e I

;Exmbm Cee e R e

' 'Extracts from the Purchase and Sale Eg'fggp Between Rl and Jess Stone

iy Purchase and Sale of the Busmess Assets of Jess Stone T E s
. RI wﬂl purchase the technolog} and the research ﬁndmgsw of Jess Stone as at September 1, 2019
. RI agrees to purchase the equlpment owned bv Jess Stone as at September 1,2019
. Jess Stone agrees to be responsible for all habthtles as atSeptember I 2019

B

Purchase and Sale Prlce | 2
s RIwill pay toJ ess Stone an amount of S3. 5 nnlhon for the technolog) and the research findings

* RI agrees to pay to Jess Stone the appratsed value of 5420 000 for the equipment

'Contlngent Conmderatnon ‘

~* RIagrees to pay to Jess Stone an amount equal to 50% of net income (determmed In accordance wa

accepted accounting principles) in excess of $500,000 for the fiscal year ending August 31, 2020
Employment Contract m Jess Stone

» RIand Jess Stone agree to enter into a two-year employment contract, and RI agrees to pav to Jess Stone an annual
salary of $200,000

* Jess Stone agrees that all research findings during the employment are the-propertyof RI
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- Jess Stone developed new touch screen technolocy but IacLed the f‘manmal resources necessary to benefit commercially from this
‘technology. The touch screen technology 1s far supenor to the current technology and has many potential uses, ranging from

~ mobile devices, computer screens, and laptops. a2 r‘,ﬁ b le = el
RI put the technology it purchased to v;’ork unmedlately b)zéntt-:nn'I mto a u‘i ,TMGT. agreement with Mied [nc. (Exhibit IT). In
addition, RI has de\eloped anew PC computer morutor it the touch screen and entered into an agreement With Ferrous Inc. to
‘dlsmbutethetechnologv- s e e e DR RE *l_u! il
R R R ) R Rl ) Sat l o e - L e
Exhtblt II 4 |
g Extract_s_f_rom theMﬁféﬁﬁﬁt Betw e 1
- mk\}rangér}a‘e’ht . ; tEed] Eig g oglddalas
R.Iagrees to pro\'lde to Mma % x_, AR EEE e IE
the e}tcluswe Tight to: use the touch screen technoIog} referred to as Feldspar\ for a term of three years commencing on
Decemberl,zolg TSRt R R B \‘ -

il T g s =

' RI agrees to dellver the technologv to | on December 1; 2019 L

,‘, ‘ m agrees to pavto RI :1',* cen € fee | in the a.mount ongoo 000, m the first payment of $300,000 due on
pan o, December 1, 2019, and agrees to malee pa_yments in the amount of $300,000 plus interest of $36,000 on December 1,

: Tica agrees to pay. to RI aroyalty fee in the amount of 159n of the gTOSs margm (detemuned in accordance With
I,";: genera]l\r accepted accountmg pnnclples) reahzed by & from sales of goods that use the FeldsparX technologv

15 ' |m agrees o prov,lde to RI a quarterly statement of gross margm reallzed by ﬂ

thatlssubJecttotheroyaltypayabletoR.I e aTS Yoy a ’ N

i
|

2] RI or its representauve ‘has thelnght of access to the records and mformatlon of m necessary to audit the gross
margm reported bvm to RI : A E ‘
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‘o, CPA, have been recently employed by RI as the sfi eic' a

le
| assis
: ofﬁce and says he has an a531gnment for you: | e ATE S j

fl anﬁ to Carlos Guevara. On Jul
BB b4 ! i 4 R
e L ) i

2020| are required to be audited. T want you to address the

ion ofRI 8 ﬁnanaal statements for its first fiscal year ending

¥ 3, 2020, Carlos calls you into his

' |
ﬁ,,:‘;;J I

“‘I’he financial statements of RI for the ﬁScal year endmg .Augus 31
* significant financial accounnno 1ssues pertammg to the preparat

August 31 2020, and pronde vout' recommendanons on the accountmg treatments to be used.”

Asyou leave Carlos’s s ofﬁce he prowdes vou “gm a ﬁle that mcludes some addmnnal mforma’non about the operations of RI
.'"'( \hlblt H fln; Senraecatey: 2 i CLi T g Bl S s gl e

......

B ' ! ‘_7 L = L < +1 4t '.‘-r-
Revenue m the amount of S 300 000 has been}re_cogmzedm the accountmg records

Rowalt;v: tev enue m the amount of 3135j ooot has been recognﬁed m the .':u:countmsﬂ records based on a gross margin of
$900 000 reported bv Mma for the sn; months fron:r Deeentbet 1 2019, to May 31 2090 |

Jidiel [@ﬁa IS| a ﬁnancxa]l} sound enttt)

Research and Development ,y ;Tf;.' : :.31 FEEE it Lolbr Seacatdade
‘: 1 RI acqmred the followmg technolog} and research ﬁndmgs from Jess Stone., T2 f4 ' . s
||| [Project Techmology/Assigned Name| Fair Value| Current seg_fﬁ R
‘. 1 }, ; ‘,1 ;,'g s EREVEN S TSV st';'oonooo licensed to m_fotttirgtiea{s gsﬂee‘\ot_e_ljw o )
»J ! T AR IR TuEREE b EaEiis Aol 3 ,590 Ooi)'uhsec_i_lnthe-e'oﬂnl_tner‘c‘lbal prodgcnonofcroods (see\ote “)
T R e ’T_?;99??@9._ssfsl_é}@s_@ﬂess@é?éuééswe@% (see Note 3)
' I‘—rs.t“ndl nt; 35 400 000 testmgusemapossﬂ)le product
sl : i ‘H", "":".-" T',"-'T""‘."'"" Sy ¥ £ SRR S N ES ; et =5 'ri:—-t"'—*-"_— = —_— —_—
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3 'Note 1—Feldsparl Technology Managemeht of ‘RI deelded to llcense use of the FeldsparX technology rather than to
w2 .produce goods using this technolon 1tself' Management e‘:pects that this technology will have a uzeful life of three

| arnount of S7.5 milhon over a fonr~vearrpenod commencmg December 1 2019..

,,,,,,,,

" Note 3—BasalT Technology ﬁianavement estlmates tbat the BasalT tec.hnology will generate total revenue in the
- amount of S2. 7 nnlhon overa three-;ear penod :t:ommencm‘:r \Iarch 1~ 202 0 a

3 J ess Stone has started worl. on. a nen prq]ect Krvptomte atter becommg an emplovee of RI and this project is presently in

i the conceptua.l formulatton state of a p0551b1e product that uses the technology

A research and dereloprnent asset‘ i the amount of 83 5 nnlhon IS reported on RI s statement of financial position as at May
131,2020. All research and development costs mcurred bv !RIllave been expensed in the accountmgr records.

S Sales Arrangement@m Ferrous lnc

s

. Ferrous Inc. ‘has placed a large order for PC touch screen monttors produced by RI that uses the QuartZ tEChDOIO'Tv The
o R S R

S&].ES ﬁ“ "uﬂ'ﬂ' i
,,;Ferrous as requested dunng September and Octoberzoﬂo Ferrous m]l]oe ho]dmg a spec1al sales event during these
kd months. Ferrous has’ requested that the goods are not to'be delwered untﬂ September and October as the} do not have the
\farehouse 'splace to store all of the 1terns for the specm.l sale. Revenue pertalmng to this! a agreemen:

| been reoogmzed as sales revenue The ﬁnal $1 250 ooo 1s to be pa1d by Ferrous on October 31 9090 Ferrou:, isa ﬁnanclalh
i sound entlty ( _:‘k-“f 1?1;_-_; * - i pRSASEALT g jj 3 t e g o S e : e AR
| Salesl Arrangement &.ﬂtﬁ Mega Mart Ltd j-:f SR e e la AT

RI entered mto an "'M @ Mega Mart Ltd a 1arge global retaller to dlstrlbute a lov. er—endto’uch screen for price-

e = . 2 s o

] agreement requires RI to deliver unirs

| of the touch screen to Mega Mart Meoa Mart wﬂl chsplay the sereens in a. pnme locanon and retain 20% of the per-unit sales
£ pnce ($50 per|umt) iith the remalmng 80% of the sales price to be sent to RI. Any unsold touch screens that are not sold

i by Mega Mart will be returned to RI In addltIOIl Mega Ma_rt wﬂl prowde RI an upfront payment of $250,000 ln order to
help, offset worlung'ca'pital requtrements (bRt Tl Boalr o
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L "*Accordmg to the sales ce s*%‘“'w- RI shlpped 30,000 units to Mega Mart Ltd. in April 2020. At the time of delivery, RI

recorded revenue of 81 2‘ mi]]mn deb1ted cash for $2;30 000, and set up an accounts receivable for the remaining $950,000.

'-Requwed R - B E—

Prepare a report that addresses the requests of Carlos Guevara

l ; Adapted and reprmted m the perm.lssmn of the Chartered Professional Accountants of Ontano, copyright CPA Ontario. Any changes to the
i cmgmal rnatenal are f_he sole responsibillty of the author (and orthe pubhsher] and have not been reviewed or endorsed by CPA Ontario.
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