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FINANCIAL ACCOUNTING

(Paper - Ill) (Old) (DEC - 2018)

ancial Accounting & Auditing : Paper-l111 - Financial Accounting.

[ 3Hours]

hether you have got the right question paper.

Note:  Regular students registered in the college during the academic year 2010-2011 and on or
before and for students who have registered though the Institute of Distance and Open

Learning (IODL) up to the academic year 2014-2015 Last Chance

[ Total Marks : 100 ]

N.B: 1. Q.1and 2 are compulsory.
2. Attempt any Four question from Q.3 to Q.9.
3. Q. No. 1 carry 20 Marks and other question carries 16 marks each.
4. All working notes should form part of your answer.
5. Balance sheet of a company in questions other than Final Accounts may be prepared as
per Horizontal or Vertical form.
1. The following is the trial Balance of Bobby Ltd as on 31% March 2018:
Trial Balance As on 31 March 2018
Debit Balance T Credit Balance T
Fixed Deposit 3,85,000 | Equity shares of . 10 each
Purchases 5,00,903 | Full paid 6,00,000
Employee Benefit Expenses 3,76,814 | General Reserve 2,67,500
Finance Cost 1078 | Unclaimed Dividend 500
Other Expenses 30,000 | Creditors 42,884
Opening stock of Finished Provision for depreciation on
goods 1,72,058 | Fixed assets (upto 31-03-2017) 91,000
Debtors 2,32,980
Long Term investment 2,88,950 | Sales 10,83,947
Advance Income tax 45,000 | Interest on Investment 8,544
Cash in hand 28,800 | Surplus (1-4-2017) 16,848
Bank Balances 50,240
21,11,223 21,11,223
Additional Information :
1. Stock of finished goods was valued at ¥ 1,48,680 on 31 March 2018
2. Provide ¥.19,000 for depreciation on fixed assets for 2017-18
3. Outstanding employee benefit expenses were ¥ 8,000.
4. Interest accrued & due on Investment ¥ 1750.
5. Provide ¥ 50,000 for Income Tax.
6. Transfer ¥ 35,000 to General Reserve.
7. Directors proposed dividend @8%
8. Ignore previous year figures.
Prepare statement of Profit and Loss for the year ended 31-03-2018 and Balance sheet as on
that date of Bobby Ltd.
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2. a) Rewrite the following statements by choosing correct option (any eight): (08)

1. A company can issue redeemable preference shares

a) Onlyatpar b) onlyatpremium c¢) all the above
2. Reconstruction expenses are to capital reduction account.
a) Credited b) debited c) deducted
3. Current investments are valued at cost or market value whichever is
a) higher b) more c) lower
4. The shares issued by a limited company to its existing shareholders free of cost, are called
as :
a) Equity shares b) Right Shares c) Bonus Shares
5. As per revised schedule VI, Loose Tools should be disclosed under
a) Current Liabilities b) Loans and Advances  c) Inventories

6. Balance in foreign exchange fluctuation account is transferred to

a) General Reserve A/lc ~ b) Capital Reserve A/c  c) Profit and Loss A/c

7. Computers is a

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

8. Following is not a Fixed Income Bearing Security

a) Debentures b) Govt. Bonds c) Equity Shares

9. Scheme of internal reconstruction involves

a) Two or more company b) Two company  ¢) One company

10. Dividend are usually paid on

a) authorized capital b) issued capital c) paid up capital

b) State whether the following statements are True or False. (Any Eight) (08)
1. Machinery is fixed assets.
2. Only fully paid up preference shares can be redeemed.

Debenture is fixed bearing security.

Pre-incorporation profit is transferred to capital reserve.

Capital Reduction requires court's sanction.

Goodwill is an intangible fixed assets.

Advertisement expenses are allocated in sales ratio while calculating profits for the Pre

and the Post incorporation period.

Investment Accounting is governed by AS-13.

9. Arrears of preference dividend is contingent liability.

10. Dividend Equalisation Reserve is divisible profits available for redemption of Pref.

Shares

I RN LA
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3. Eagle Ltd. gave notice of its intention to redeem its 8% debentures, amounting ¥.12,00,000 (16)

of 103 each and offered the debenture holders following three options:
a. 10% Preference shares of .20 each at ¥.25 per share.
b. 9% debentures at ¥.96.
c. To have their holdings redeemed for cash.

The holders of 3,60,000 debentures accepted proposal (a)

The holders of 4,80,000 debentures accepted proposal (b)

Remaining debenture holders accepted proposal (c)

Pass necessary journal entries to record above transactions in the books of the company.

4. Following is the summarized Balance sheet of Anand Ltd A on 31 March 2018: (16)
Liabilities ®) Assets (®)

10% Preference shares of 5,00,000 | Goodwill 2,00,000
Z.10 each Land and Building 10,00,000
Equity shares of .10 each 10,00,000 | Investment 5,00,000
10% Debentures 2,00,000 Stock 4.00,000
Sundry Creditors 2,00,000 | Publicity Campaign Expenses 4,00,000
Other liabilities 7,00,000 | Preliminary Expenses 1,00,000

26,00,000 26,00,000

A scheme of reconstruction is prepared and approved all the authorities.
The following features of the scheme are:

1. Each Equity shares will be written down from .10 to Z. 6 fully paid up.

2. Each 10% preference shares is to be written down from 10 to 8 fully paid up. These
preference shares are to be converted into 12% Preference shares of ¥. 2 each and
remaining into Equity shares of Z. 6 fully paid up.

3. 10% Debentureholders agreed to waive 20% of their rights.

4. Assets were revalued as : Land and Building .12,00,000

Stock to be reduced by 20%
5. The creditors due are settled as:
a) 30% immediate payment in cash.
b)  20% amount is cancelled.
c) 50% paid by issue of 10% debentures.
6. All intangible and Fictitious Assets are to be written off.
7. 10,000 Equity shares of ¥. 6 each were issued to public for cash.

Your are required to prepare:

a) Capital Reduction account
b) Balance Sheet of Anand Ltd after reconstruction.
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5. On 1% April 2017; Mr. Narendra held 200, 6% debenture of 2. 100 each of R Let., cost being
36,400. R Ltd. pays interest on 30st June and 31 December every year.
The following other transactions were entered by Mr. Narendra during the year ended 31% March,
2018 in regard to these debentures.

Date No. of Debentures Transaction Rate (%)
01-04-2017 200 Sale 98 cum-interest
01-10-2017 200 Purchase 104 ex-interest
01-12-2017 400 Purchase 97 cum-interest
01-02-2018 200 Sale 97 ex-interest

You are required to prepare investment in 6% debentures in R Ltd. Account for the year ended (16)
31% March, 2018, as it would appear in the books of Mr. Narendra. Market value of his entire
investment as on 31 March 2018 as ¥. 56,200.

6. Bholenath Ltd Purchased good from Jack Ltd of New York woth $ 50,000 on 1% March 2018 and  (16)
Payment made on two equal installments. The first installment being made on 15" March, 2018
and remaining on 25" April, 2018.

On 15" March, 2018 Bholenath Ltd sold goods to Bruce Lee Ltd of Chaina worth $ 30,000 and
received the amount in two installments. The first installment being received on 25" March, 2018

and remaining on 25" April, 2018.

Exchange Rate per $ were:

Date T
01-03-2018 50
15-03-2018 49
25-03-2018 52
31-03-2018 48
25-04-2018 56

Pass necessary Journal Entries for the above transactions in the books of Bholenath Ltd.
assuming that books of accounts are closed on 31 March every year.

7. Mr. Rajesh formed private limited Company on 1% July 2017 in the name of Rajesh Pvt. Ltd. (16)
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 31% March 2018. The following Mr. Rajesh balance extracted
for the year ended 31 March 2018.

Particulars Dr (%) Particulars Cr. (%)
Stock on 1% April 2017 32,000 | Sales 3,08,000
Purchases 1,60,000 | Rajesh Capital 1,00,000
Printing &Stationery 8,000 | Current Liabilities 77,200
Carriage outward 30,000

Office expenses 6,000

Rent and Taxes 10,000

Directors Fees 12,000

Fixed Assets 1,04,000
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Depreciation 19,200
Current Assets 88,000
Preliminary Expenses 4,000
Commission on sales 12,000
4,85,200 4,85,200

You are given the following additional information:

1)
2)
3)

4)
5)

Stock on 31% March, 2018 was ¥. 34,000

Company was incorporated on 1% July, 2017

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

The gross profit margin are constant.

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.

8. Following is the Balance Sheet of Rani Ltd as on 31 March 2018 (16)
Liabilities (%) Assets (%)
Equity Shares of Rs.10 each 6,00,000 | Fixed Asset 20,00,000
10% redeemable preference shares Investment 6,00,000
of T 100 each 1,50,000 | Stock 5,00,000
Profit & Loss Account 1,80,000 | Debtors 2,75,000
General Reserve 2,00,000 | Bank Balance 1,25,000
Security Premium 1,20,000
10% Debentures 10,00,000
Bank Loan 8,00,000
Sundry Creditors 4,50,000

35,00,000 35,00,000

Keeping in mind all the legal requirements, ascertain the maximum number of shares that Rani
Ltd. can buy back @ Rs.50 per share. Investment costing . 3,00,000 were sold for ¥.3,20,000.

Pass the necessary Journal Entries.

9.  Write notes on (any four) (16)
a) Rights share and Bonus Shares
b) Internal Reconstruction of the company
¢) Ex-interest and Cum-interest Transaction
d)  Method of Purchaser Consideration
e) Sources of Buy back of shares
f)  AS-11 Accounting for Foreign Exchange Currency Transaction.
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