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: - Accounts Group :- Q. P. Code : 21468
FINANCIAL ACCOUNTING
(Paper - Ill) (Revised) (DEC - 2018) (3 Hours) ( Total Marks : 100 )

Please check whether you have the right question paper.
For the students who have registered through the Institute of Distance and Open Learning
(IDOL) during the Academic Year 2015-16 on ward.

N.B.: 1)  All questions are compulsory.
2)  Question No. 1 & No. 6 carries 20 marks each and other questions carry 15
marks each.

3)  Working notes shall form part of your answers.

1. a) State whether follows statements are true or False (Any 10) Reasons not required : (10)
1.  Closing rate is the exchange rate at the close of the day on which a transaction
takes place.
Profit after incorporation are capital profit.
Foreign Currency is a currency other than the Indian rupee.
Entrance fees are treated as revenue receipts in Society Accounts.
Loss prior to incorporation is charged to profit and loss account.
Co-operative Society is a corporate body distinct from its members.
Transfer fees are credited to Reserve Fund in Society Accounts.
AS-11 deals with the accounting for effects of changes in Foreign Exchange
Rate.
9. Two or more companies combining to form a new company is called
amalgamation.
10.  Only sick companies undertake capital reduction.
11. Interest is always calculated on the Face value of the security
12.  Under absorption there are two liquidations and one formation

ONoGaRWN

b) Match the Followings : (10)
Group A Group B
1. | The profit earned after incorporation is a) | Capital Profit
2. | Investment accounting is governed by b) | Revenue profit
3. | For computing pre-incorporation profits, interestto | c) | Post-incorporation
vendor on Purchase Consideration is expenditure
4. | Cum Interest Selling Price d) | AS-13
5. | For computing pre-incorporation profits, Discount | e) | Post-incorporation
on issue of Debentures is allocated in income
6. | Debt Equity Ratio after Buyback f) | AS-14
7. | For computing pre-incorporation profits, Audit fees | g) | Selling Price Excluding
is allocated in Interest
8. | Amalgamation of Companies is governed by h) | Selling Price Including
Interest
9. | Ex Interest Selling Price i) | Time Ratio
10. | The profit earned after incorporation is j) | Sales Ratio
k) | Should not exceed 2:1
1) | Pre-incorporation
expenditure
m) | Post-incorporation
appropriation
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2. A Ltd. and B Ltd. agreed to amalgamate and a new company C Ltd. was formed. Their (15)
Balance Sheets as on the date of amalgamation were as follows :
Balance Sheet as on 315 March, 2018

Liabilities A Ltd. B Ltd. Assets A Ltd. B Ltd.
Share Capital 1,14,500 | 53,750 | Plant & Machinery 50,000 25,000
(100 each)

Reserves 14,000 | 18,000 | Land & Building 70,000 40,000
Profit & Loss Alc 6,500 2,500 | Inventory 10,000 8,500
Creditors 15,000 13,000 | Sundry Debtors 15,000 10,250
Cash & Bank 5,000 3,500

Total | 1,50,000 | 87,250 Total | 1,50,000 87,250

The new company to take over the assets and liabilities of both the companies at reduced
valuation of 15% and 10% of A Ltd. and B Ltd. respectively.
C Ltd. discharged the consideration by allotting fully paid shares of 100 each.
You are required to :
Pass Journal entries in the books of B Ltd.
Prepare Opening Balance Sheet of C Ltd. as on 01.04.2018.

OR
2. The following is the Balance Sheet of Vimal Ltd. as on 31% December, 2016 : (15)
Balance Sheet as on 315t December, 2016
Liabilities T Assets T
Equity Share Capital (100 each) 6,00,000 | Property 5,00,000
3,500 10% Preference Shares of 3,50,000 | Stock 45,000
<100 each
Creditors 70,000 | Sundry Debtors 85,000
Cash & Bank 15,000
Profit & Loss 2,85,000
Preliminary Expenses 90,000
Total |  10,20,000 Total | 10,20,000

The company proved Insolvent and following scheme of reconstruction was approved in
the General Meeting :
1. The Preference Shares to be reduced to 80 each, fully paid up.
2. The Equity Shares agreed to reduce their value per share to 50 each, fully paid up.
3. The Debentures Holders took over 60% of the Property in full satisfaction of their
claim.
4. Sundry Debtors agreed to reduce their claim to 80,000.
5. The Profit and loss and Preliminary expenses are to be written off.
Pass necessary Journal Entries and prepare the Balance sheet with revised figures as on
01.01.2017.
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3. Shivam Ltd. wants to buy back its own shares as per the Companies Act, 2013. Following is  (15)
the Balance Sheet as on 31% March, 2018 :
Balance Sheet

Liabilities T Assets T

Equity Share Capital (100 each) 8,00,000 | Property 8,20,000
4,000 Preference Shares of <100 4,00,000 | Investments 2,00,000
each
Profit & Loss Alc 80,000 | Cash & Bank 6,20,000
Debentures 1,60,000
General Reserve 2,00,000

Total | 16,40,000 Total 16,40,000

The company wants to buy back 20% of its Equity Capital at 10% Premium. Not having
sufficient profits to buy back, the company issued 1,200 Preference shares of 100 each at
10% Premium payable as 20 on application and the balance on allotment. These shares
were duly taken up and company purchased the equity shares immediately.

Pass necessary Journey Entries and Draw up the Opening Balance Sheet as on
01.04.2018.

OR
3. Kamlesh Ltd. was incorporated on 1% March, 2017 to acquire a timber merchant’s business (15)
as from 1% January, 2017. The Purchase consideration was agreed at 6,00,000 to be satisfies
by the issue of 30,000 Equity Shares of 10 each and 3,000 6% debentures of 100 each.
The following is the Trading Profit and Loss A/C for the year ended 31 December, 2017:

Particulars g Particulars T

To Material Consumed 7,74,000 | By Sales 15,00,000
To Gross Profit ¢/d 7,26,000

15,00,000 15,00,000

To Salaries to Staff 3,40,000 | By Gross Profit b/d 726,000

To Office Expenses 24,000 | By Interest on 6,000

Investment

To Rent 21,000 | By Share Transfer Fees 1,000
To Selling Expenses 66,000
To Carriage Outward 11,000
To Debenture Interest 13,500
To Director's Fees 24,000
To Preliminary Expenses 28,700
To Interest on Purchase Consideration 9,000
To Loss on Sale of Furniture 3,000
To audit Fees 30,000
To Net Profit c/d 1,62,800

Total | 7,33,000 Total | 7,33,000

You obtain the following information :
1. Sales are of one commodity at a fixed price and the average of the monthly sales for
the first two months was one-half of the average of the monthly sales for the
remainder months of the year.
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2. The shares and debentures were issued to the vendor on 01 April, 2017.
3. Interest at 6% per annum was paid on the purchase consideration from 01 January,
2017 to the date of settlement.
4.  Furniture was sold on 01 February, 2017.
5. Interest on Investment was in respect of the investment made by the company on 01
April, 2017.
6.  The number of staff in the pre-incorporation period was 10 and it was increased to 15
in the post incorporation period. (Assume no change in salary).
7. Rentup to 31% October was 18000 per year after which it was increased to 36,000
per year.
Prepare statement of Profit and Loss A/c in columnar form showing distinctly the
allocation of profits between pre-incorporation and post-incorporation periods, indicating the
basis for allocation of each item.

4. Mrs. Katkar furnishes the following details related to her holding in 15% Debentures of 100 (15)
each in Reliance Ltd. held as current asset :

2016
April — 20 Opening Balance - Face Value 8,00,000 Cost ¥7.40,000
May — 26 Purchased 500 Reliance Ltd. Debentures cum-interest ¥ 97
October - 02 Sold 2,000 Reliance Ltd. Debentures ex-interest at 100
2017
Jan-11 Purchased 1,000 Reliance Ltd. Debentures at ex-interest 97
March - 19 Sold 2,000 Reliance Ltd. Debentures at cum-interest 99

Interest dates are 31% September and 30™ March. Mrs. Katkar closes her books on
31 March each Year.
Show Investment accounts in the books of Mrs. Katkar for the year ended 31.03.2017.
OR
4. From the following trial balance as on 31-03-2018, prepare final accounts in the prescribed (15)
format as per applicable legal provisions Girish Co-op. Hsg. Soc. Ltd. :

Particulars g Particulars T
Share of MDC Co-op. Bank 1,100 | Interest on Reserve Fund FD 12,758
Audit Fees 5,000 | Addition to Sinking Fund 74,880
Cash in Banks 3,59,272 | Dividend 61
Fixed Deposits — Reserve 1,93,519 | Interest — FD 413
Fund
Fixed Deposits 4,241 | Interest — SB 14,756
Fixed Deposits — Sinking Fund 9,34,807 | Interest on SF FD 77,240
Housekeeping 38,142 | Members Contribution for 1,05,40,000
Building
Land and Building 1,05,40,000 | Property Tax Refund 1,39,028
Deposit for water 11,100 | Sinking Fund — Opening 7,15,680
MSEDC Deposit 7,600 | Statutory Reserve Fund — 1,60,363
Opening
Subscribed Capital :
Office Expenses 25,326 80 Shares of ¥50 each 4,000
TURN OVER
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Postage 3,416 Surplus for Last year 2,60,736
Property Expenses 2,89,365 Collection towards Property 3,37,200
Expenses

Subscription of Housing 500 Collection towards 78,720
Federation Establishment Expenses
Conveyance 2,447

Total 1,24,15,835 Total | 1,24,15,835

Additional Information :
Authorized Share Capital : 200 Shares of 50 each

Subscription to the Education Fund outstanding - $160.
Property Tax Refund is for 2013 — 14 is payable to members.

5. Manish Associates, Ahmedabad purchased Raw Materials from Thomas INC New York, (15)
U.S.A. of $ 50,000 on 1% April, 2017. The payments were made as under :

Date of Payment Us$ T Per$
01-05-17 10,000 41
01-07-17 25,000 39
01-09-17 10,000 39
01-02-18 5,000 41

The exchange rate on 01.04.2017 and 31.03.2018 were ¥45 per $ and T49 per $
respectively. You are required to Pass the entries & prepare Foreign Exchange Fluctuation
Account in the books of Manish Associates.

OR
5. a) A Ltd.take over B Ltd. on 01.04.2018 and discharges consideration for the business as (08)

follows :-

Issued 42,000 fully paid equity shares of 10 each at par to the equity shareholders of

B. Ltd. Issued fully paid up 15% Preference shares of 100 each to discharge the
preference shareholders (¥ 1,70,000) of B. Ltd. at a premium of 10%. It is agreed that

the debentures of B Ltd. (¥50,000/-) will be converted into equal number and amount

of 13% Debentures of A Ltd. Compute the Purchase Consideration.

b) Compute Sales Ratio and allocate sales from the following :- (07)
A Ltd. was incorporated on 01.05.2017 and acquired a business with effect from
01.01.2017.

Total Sales from 01.01.2017 up to 31.12.2017 was ¥6,00,000/-

Sales for January and February were 1% times the average monthly sales.
Sales from March to July = ¥ of average monthly sales.

Sales from August and September = %, of average monthly sales.

And Sales from October to December = Double the average monthly sales.

6. a) Explainthe Basis of Allocation of Expenses in Pre & Post Incorporation Period. (10)
b) Explain briefly various conditions of Buyback of Equity Shares as per the provisions (10)
of companies Act 2013.
OR
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6. Write short notes on Any Four : (20)
1)  Methods of Valuation of Goodwill
2)  Sources of Buy Back
3)  AS-11 Accounting for Foreign Exchange Fluctuation Account
4)  Books of Accounts to be maintained by Co-op. Hsg. Society.
5)  Pre Incorporation Period V/s Post In corporation Period
6)  Limits for Buy-back of shares
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