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FINANCIAL ACCOUNTING

(Paper - Ill) (Old) (MAY - 2018) |Last Chance — Annual Pattern Yearly)

(3 Hours) ( Total Marks : 100)

Please check whether you have the right question paper.

Regular students registered in the year 2010-2011 and on or before and students who have

N.B.: 1)

1.

2)
3)
4)
5)

The following is the balance sheet of B & Co. Ltd. on 31 March, 2018 was as under :

registered through IDOL upto the Academic year 2014-2015.

Questions No.1 and No.2 are compulsory.

Attempt any four question from Question No.3 to No.9.

Questions No.1 carry 20 marks and other question carries 16 marks each.

All working notes should from part of your answer.

Balance sheet of company in question other than final A/c may be prepared as per
horizontal or vertical firm.

Liabilities T Assets T

1,00,000 Equity shares of 10 each 10,00,000 | Cash & Bank Balance 6,00,000
fully paid

each

4000, 9% Preference Shares of 100 4,00,000 | Other Assets 25,00,000

Securities premium 1,00,000

General Reserve 6,00,000

Profit & Loss A/c. 4,00,000

Creditors

6,00,000

Total | 31,00,000 Total | 31,00,000

On 31%t March, 2018 the preference shares were due for redemption.
The preference shares were redeemed at a premium of 10%.
For the purpose the company made a fresh issue of 20,000 shares of 10/- each.

Pass necessary journal entries in the books of B & Co. Ltd

a) Rewrite the following statements by choosing correct option (Any Eight) :
1. The Scheme of Internal Reconstruction involves

a) one company b) two companies c) three companies

. Computer software is shown under the head in the Balance sheet of
a company.

a) Intangible Assets
b) Tangible Assets
c) Current Liabilities

. Amalgamation of companies is governed by

a) AS-14 b) AS-11 c) AS-13

. The shares issued by a limited company to its existing shareholders free of

cost, are called as :
a) Bonus shares b) Right shares c) Equity shares
share cannot be brought back.

a) Partly paid b) Fully paid c) Both
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6. Balance in foreign Exchange Fluctuation account should be transferred to
account the end of the year.
a) Profit & Loss
b) Capital Reserve
c) Capital Redemption Reserve
7. Short term investment are carried at
a) cost or market price whichever is less
b) market value
c) cost value
8. Interest accrued but not due on debentures appears under the head in
the Balance Sheet of the company.
a) Other Current Liabilities
b) Long Term Borrowing
c) Current assets
9. Preliminary expenses written off is a incorporation expenses.
a) Post b) Pre c) Time ratio
10. Final dividend on Equity shares is declared by
a) Shareholders b) Debenture holders c) Bankers

b) State whether the following statements are True or False (any Eight) : (08)
1.  Investment Accounting is governed by AS-13

Inventory is an example of Non-monetary item
Debenture is fixed bearing security.
Investments held less than one year period is recorded under Current assets.
Exchange rate is the ratio between two currencies.
Interest on debenture should be treated as pre incorporation expense.
‘Machinery’ is shown under ‘Intangible Fixed assets’ in the balance sheet of a
company.

8.  Dividend on shares is calculated on the cost of shares.

9.  Reduction in creditors is debited to Capital Reduction Account.
10.  Onamalgamation, payment to creditors is a part of Purchase consideration.

No ok~ ow

3. Koli Fish Suppliers Ltd. gave notice of its intention to redeem its 10% debentures, amounting (16)
¥5,00,000 of 100 each at a premium of 10 per debenture and offered the debenture holders
following three options, to apply the redemption money to subscribe for :

1. 12% Preference shares of 100 each at 105 per share.
2. 15% debentures of 100 @ 96 per debenture.
3. To have their holdings redeemed for cash.
Debenture holders of 3000 accepted proposal (a)
Debenture holders of 1500 accepted proposal (b)
Remaining debenture holders accepted proposal (c)
Pass necessary journal entries to record above transactions in the books of the company.
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4. Following is summarized Balance Sheet of Dev Ltd. As on 31 March, 2018 : (16)
Liabilities T Assets T

10% Preference shares of 10 each. 9,60,000 | Premises 12,80,000
Equity shares of 10 each 16,00,000 | Plant & Machinery 20,80,000
5% Debentures of 100 each 19,20,000 | Investments 4,80,000
Sundry Creditors 8,00,000 | Stock 5,76,000
Bank Overdraft 4,80,000 | Debtors 3,84,000
Other Liabilities 6,40,000 | Deposits & Advances 1,60,000
Preliminary Expenses 6,40,000
Profit & Loss Account 8,00,000

(Dr. Balance)
Total | 64,00,000 Total | 64,00,000

Note : Preference Dividend is in arrears for 3 years.
A scheme of reconstruction is prepared and approved by all the authorities.
The following features of the scheme are :
1.  Plantand Machinery having book value of 3,20,000 is obsolete. This is sold as scrap
for £64,000.
The depreciation on plant and machinery is to be provided to the extent of ¥1,60,000.
Stock includes items valued at 1,92,000 which is sold at a loss of 50%.
The present realizable value of Investment is £2,24,000.
Arrears of Preference dividend is not payable.
Reconstruction expenses were ¥32,000.
The paid up value of equity shares is to be reduced to 2 per share and preference
shares to 5 per share. However, the face value of both equity and preference shares
remain unchanged.
8.  The creditors due are settled as :
a)  20% immediate payment in cash.
b)  40% amount is cancelled.
c) 40% paid by issue of 6% debentures.
9.  Other liabilities of ¥1,60,000 is to be cancelled.
10. A call of 3 per share on equity share is made and received.
You are required to pass Journal Entries to record the above transaction.

N o gk owDd

5. Miss. Sanjana entered into the following transactions of purchase and sales of 12% (16)
Debentures of 100 each of Sarika Ltd. interest is payable on 30" June and 31% December

every year. Transactions are as under :

Date No. Debentures Terms
01-04-2017 800 Opening Balance at a cost of 76,000
01-06-2017 300 Sold at 105 each cum-interest
01-09-2017 700 Purchase at 98 each Ex-interest
01-12-2017 400 Purchased at 108 each cum-interest
01-02-2018 900 Sold at 97 each Ex-interest

Prepare Investment Account of 12% Debentures in the books of Sanjana for the year ended
31t March, 2018. The market value on 315 March, 2018 was 67,500 of the said investment.

Apply AS-13.
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6. Purva Ltd imported goods form Blue ocean Ltd of USA worth US $3,00,000 on 1% December, (16)
2016, when the exchange rate was 60 per US $. The amount to be paid in installments is as

follows :
Date Amount of Installment US $ Exchange Rate Per US $ (3)
31-12-2016 40,000 60
15-01-2017 80,000 62
10-02-2017 1,20,000 59
30-04-2017 60,000 65

Purva Ltd. closes the books on 31% March every year. On 31% March, 2017 the exchange rate
was ¥63 per US $.

You are required to pass Journal Entries for the years ended 31 March, 2017 and 31%
March, 2018 in the books of Purva Ltd. Also prepare Foreign exchange Fluctuation Account
in the books of Purva Ltd for the relevant years.

7. Following the Trial Balance of Aayush Ltd. as on 31% March, 2018 : (16)
Debit Balance T Credit Balance T

Stock (at cost) 10,00,000 | Share Capital 40,00,000
(Equity shares of =100 each)

Fixed Asset (Net Block) 24,70,000 | General Reserve 1,40,000

Sundry Debtors 8,00,000 | Loan from State - Financial 6,00,000

(unsecured & Good) Corp.

Staff Advance 1,94,800 | Provision for Taxation 22,000

Cash on hand 1,20,000 | Net Profit for the year 5,40,000

Bank Balance 9,88,000 | Profit & Loss A/c. 2,00,000
(Opening balance)

Share issue Expenses 53,200 | Short Term Loans 1,00,000

Bills Receivable 1,16,000 | Sundry Creditors 2,80,000

Investment (at cost) 1,50,000 | Unclaimed Dividend 10,000

Total | 58,92,000 Total | 58,92,000

Additional Information :

1.  Transfer to General Reserve ¥1,00,000.

2. Directors recommended 6% dividend.

3. Out of debtors, debts due for more than six months were ¥1,04,000.

4.  Sundry creditors include creditors for goods ¥2,10,000 while the remaining are for
expenses.
Loan from state Financial Corporation is secured against stock.
Market value of Investment is 1,56,000 while its face value is £1,20,000.

7. Ignore previous year’s figures and corporate dividend tax.

Prepare Balance sheet as on 31% March, 2018 as per legal requirements, after

considering the above adjustments.

o o

TURN OVER



5 Q. P. Code : 39739

Mr. Dinesh formed private limited Company on 1% July, 2017 in the name of Dinesh Pvt.
Ltd. To take over his existing business as from 1 April, 2017. No entries were made to take
over in the books that were carried until 315 March, 2018. The following Mr. Dinesh balance
extracted for the year ended 31% March, 2018 :

Particulars Dr. (%) Particulars Cr. (%)
Stock on 1% April, 2017 16,000 | Sales 1,54,000
Purchases 80,000 | Dinesh Capital 50,000
Printing & Stationery 4,000 | Current Liabilities 38,600
Carriage Outward 15,000
Office Expenses 3,000
Rent & Taxes 5,000
Directors Fees 6,000
Fixed Assets 52,000
Depreciation 9600
Current Assets 44,000
Preliminary Expenses 2,000
Commission on sales 6,000
Total | 2,42,600 Total | 2,42,600

You are given the following additional information :

1.  Stock on 31 March, 2018 was ¥17,000

2. Company was incorporated on 1% July, 2017.

3. The sales in April, 2017, Feb., 2018 and March, 2018 were double the monthly sales
for the remaining months of the year

4.  The gross profit margin are constant.

5. Preliminary expenses are to be written off.
You are required to prepare Trading and Profit & Loss account for the year ended

31 March, 2018 in columnar form showing pre & post incorporation profits.

9. Write shot notes on (Any Four) :

a)  Right shares and Bonus shares.

b) Internal Reconstruction of the company.

c) Ex-interest and Cum-interest transaction

d)  Methods of Purchase consideration

e)  Sources of buy back of shares

f)  AS11-Accounting for Foreign Exchange Currency Transaction

(16)

(16)
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