Paper / Subject Code: 71008 / Financial Accounting & Auditing : Paper-I11 - Financial Accounting.(IDOL) (R-2016)

T.Y.B.COM
- ACCOUNTS GROUP :-

FINANCIAL ACCOUNTING. (IDOL) (R-2016) |Time : 3 hours Marks: 100
(PAPER - Ill) (NOY- 201 9)

For the students who have registered through the Institute of Distance and Open Learning (IDOL)
during the academic year 2015-16 onward.
Please check whether you have got the right question paper.

N.B: 1. All questions are compulsory.
2. Question No.1 & 6 carries 20 marks each & other questions carry 15 marks each.
3. Working notes shall form part of your answer.

Q.1 A) Match the columns (Any Ten) (10)
Group A Group B
1. Property Tax a) Not free Reserve
2. Transfer to Reserve fund b) Decided by local Authority
3. Sales Related expenses ¢) Post incorporation period
4. Director’s fee’s d) 25% of net profit
5. Goodwill by Average Method e) Sales Ratio
6. Post acquisition loss transferred to f) AS-14
7. Amalgamation g) Mean of Exchange Rates
8. Average Rate h) Goodwill = Average Profit
9. Time Interval between two buy back i) P &L Alc(Netloss)
10. Debenture’s J) Section77 Ato77B
11. Buyback of shares k) Minimum two years
12. Capital Reserve 1) Long term borrowings
B) State whether the following statements are True or False (Any Ten) (10)
1. Amalgamation involves two or more companies.
2. The currency translation is governed by AS-11.
3. Capital Reduction requires court order.
4. Buy back must be as per RBI guidelines.
5. Loss prior to incorporation is debited to goodwill Account
6. Maharashtra co.op Hsg. Societies Act was passed in 1960.
7. As per AS-13, the cost of investment sold is to be calculated as per FIFO method
8. Before buyback all the shares must be partly paid up.
9. In Internal reconstruction, amount of shares surrendered by shareholders is trasferred

to General Reserve Account.

. Insurance Premium is allocated in sales ratio while calculating pre and post
incorporation profit.

. A co.op. Hsg. Society has to prepare profit and loss Account.

. Balance in Foreign Exchange Fluctuation account should be transferred to profit and
loss account at the end of the year.
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Q.2 On 31%t March 2019, Madan Ltd and Mohan Ltd decided to amalgamate and

(15)

form a a new company Madanmohan Ltd to take over all the assets and liabilities of both the
companies. The payment was made to the equity shareholders of both the companies in the form

of equity shares of Rs 100 each of Madanmohan Ltd at a premium of 10%.

Balance Sheet as on 315t March 2019

Liabilities Madan | Mohan Assets Madan Mohan

Ltd (Rs) | Ltd (Rs) Ltd (Rs) | Ltd (Rs)
Equity shares of Plant &

Rs 100 each. 20,00,000 | 5,00,000 | Machinery 18,60,000 | 4,10,000
8% Debentures 4,00,000 60,000 | Investment 3,00,000 20,000
Profit & Loss a/c 25,000 -- Stock 2,15,000 49,000
General Reserve 50,000 10,000 | Sundry Debtors 1,00,000 30,000
Sundry Creditors 25,000 8,000 | Cash & Bank 25,000 7,000
Profit & Loss Alc -- 62,000
Total | 25,00,000 | 5,78,000 Total | 25,00,000 | 5,78,000

Calculate purchase consideration and pass the journal entries in the books of Madan Ltd and
prepare accounts in the books of Mohan Ltd and prepare Balance sheet (vertical format as per
revised scheduled V1) of Madanmohan Ltd after amalgamation.

OR
Q2. Following is the Trial Balance of Tarun Ltd. as on 31%* March, 2019: (15)
PARTICULARS DEBIT (RS)) CREDIT (Rs.)
Equity Shares of Rs.10 each 40,00,000
12% Debentures 30,00,000
Profit & Loss A/c (Bal. as on 1/4/2018) 2,62,500
Bills Payable 3,70,000
Creditors 4,00,000
Sales 41,50,000
General Reserve 2,50,000
Provision for Doubtful Debts 35,000
Premises 30,72,000
Plant & Machinery 33,00,000
Opening Stock of Finished Goods 7,50,000
Debtors 8,70,000
Goodwill 2,50,000
Cash & Bank Balance 4,06,500
Calls In Arrears 75,000
Interim Dividend 3,92,500
Purchases of Finished Goods 18,50,000
Share Issue Expenses 50,000
Salaries 9,79,800
General expenses 68,350
Wages 2,02,250
Bad Debts 21,100
Interest on Debentures 1,80,000
Total 1,24,67,500 1,24,67,500
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Additional Information:
Write off 10% of Share Issue Expenses.
2. Stock of Finished Goods on 31/3/2019 is Rs.9,50,000/-
3. Create Provision for Doubtful Debts @ 5% on Debtors
4. Provide Rs. 1,80,000 for Income Tax.
5. Depreciate Plant & Machinery @15% p.a.
From the above information prepare statement of Profit & Loss for the year ended 31/3/2019 &
Balance Sheet in vertical format as per revised scheduled VI as on that date.

=

Q.3 Diva Ltd was registered on 1%t June 2018 took over the business of Vilas Agencies  (15)
effective from 1% January 2018. The consideration agreed is Rs. 9,60,000. Interest @ 6% p.a
is payable. The company issued for cash consideration 60,000 equity shares of Rs.10 @
Rs.11 and 7% Debentures for Rs.4,00,000 on 30™ June 2018. The consideration was settled
on same date.
In addition to the items arising from the above data the following items of income
and expenses appeared in the accounts for the year ended 31% December, 2018.

Sales Rs. 5,40,000

Cost of Sales Rs. 3,24,000

Salaries Rs. 60,000 (including salary to Dheeraj)
Depreciation Rs. 3,000

Sales Commission @5% on sales

Director’s Meeting Fees Rs. 2,400

Provision for Income Tax Rs. 16,000

Rent Rs. 12,000

Preliminary Expenses Rs. 3,600 (to be written off)

Dividend (Proposed) Rs. 9,000

Additional Information :

1. Sales for each month of July to December 2018, was twice the monthly sales of January to June 2018.

2. Mr. Dheeraj was a working partner in the firm entitled to remuneration @ Rs. 3,000 per month. From
15tJune 2018 he was made Managing Director of the Company entitled to salary @ Rs. 5,000 per month.
The remaining salary is to two clerks employed during period 1%t April to 315 August.

3. Mr. Ramesh owns premises. He charged rent @ Rs. 600 per month upto 1% July 2018 and Rs. 1,400
per month thereafter.

Prepare Profit and Loss Account showing amount to be treated as Capital Reserve and Revenue Profit.

OR

Q.3 Mr. Nirav furnished the following details regarding his holding in 12% Debentures  (15)
of Rs. 100 each of Sundaram Ltd. held as current assets.

2018 Particulars
April 1 Opening Balance — Face Value Rs. 4,00,000. Cost Rs. 4,20,000
June 30 2,400, 12% Debentures purchased @ Rs. 98 cum-interest
October 1 3,000, 12% Debentures sold @ Rs. 102 ex-interest

2019
January 1 1,600, 12% Debentures of purchased @ Rs. 99 ex-interest
March 1 2,000, 12% Debentures of sold @ Rs. 96 cum-interest
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Interest dates are 30" September and 315t March. Mr. Nirav closes his books on 31 March every
year. Show Investment A/c in the books of Mr. Nirav for the year ended 31.3.2019. Apply AS-13.

Q.4 From the Following Trial Balance as on 31.03.2019, prepare Final Accounts in the (15)
prescribed format as per applicable legal provisions in the books of Ganesh Co-op. Housing Society
Ltd.
Particulars Debit Particulars Credit
(Rs.) (Rs.)
Accounting charges 66,000 | Sinking Fund — Opening 3,60,000
Audit Fees 48,000 | Addition to Sinking Fund 60,000
Cash in Banks 3,44,000 | Collection towards property 16,00,000
expenses
Water charges 2,16,000 | Collection towards 6,00,000
establishment expenses
Insurance 72,000 | Interest on Saving Bank A/c 72,000
Fixed Deposits — Sinking Fund 4,20,000 | Interest on Sinking Fund 1,00,000
Fixed Deposit
Housekeeping 1,44,000 | Members Contribution for 50,00,000
Building
Land and Building 50,00,000 | Statutory Reserve Fund — 2,00,000
Opening
Deposit for water 13,20,000 | Share Capital
Electricity Board Deposit 1,20,000 | 2,400 Shares of Rs. 100 each 2,40,000
Office Expenses 1,28,000 | Surplus of last year 3,28,000
Postage 12,000
Property Expenses 6,08,000
Subscription of Housing 24,000
Federation
Conveyance 38,000
85,60,000 85,60,000

Additional Information:
1. Authorised share Capital : 3,000 shares of Rs. 100 each.
2. Transfer 25% of the profit to the reserve fund.
3. Water charges Rs. 44,000 are outstanding and insurance is prepaid Rs. 12,000.

OR
Q.4 Following is the Balance Sheet of Hemant Ltd. as on 31-3-2018: (15)
Liabilities Rs Assets Rs

10% Preference Shares of Rs.100 Goodwill 1,20,000
each, fully paid up 5,00,000 | Building 9,00,000
10,000 Equity Shares of Rs.100 Machinery 1,30,000
each, fully paid up 10,00,000 | Investment 2,00,000
Secured Loan 2,50,000 | Debtors 8,00,000
Creditors 7,00,000 | Stock 1,70,000
Cash and Bank Balance 80,000

Profit& Loss Account 50,000

Total | 24,50,000 Total 24,50,000

Note: Preference dividend was in arrears for 2 years.
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The Board of Directors of the company decided to go for internal reconstruction, which was approved
by the court and carried on as follows:

a. Equity Shares shall be reduced by Rs 50 each.

b. The Machinery was revalued at Rs. 1,00,000

c. The value of stock was reduced by Rs. 20,000

d. Building shall be appreciated by 20%

e. Creditors agreed to forego 20% of their claims and balance shall be issued 11% Debentures

of Rs100 each.

f. Secured Loan was fully settled for Rs. 2,00,000

g. Cost of reconstruction expenses was paid Rs. 5,000.

h. Arrears of preference dividend are to be settled by issuing 11% debentures of Rs. 100 each
fully paid with regard to 70% of their dues and for the balance, equity shares of Rs. 50 each
shall be issued.

i. Preference shares are to be reduced to Rs 60 each.

J- Investment was sold at a profit of Rs 90,000.

You are required to pass Journal Entries in the books of Hemant Ltd and show notes to accounts for
shareholders funds

Q.5 (A) Rajesh Ltd. purchased goods from Rakesh Ltd. of USA, worth $ 50,000 on (08)
21% January, 2018 on which date the exchange rate of 1 US $ was Rs.71.
The payment was made as under:

Date Amount (US$)  Exchange Rate Per US $ in Rs.
28™ January, 2018 20,000 71.50
20™ February, 2018 20,000 69.00
15™ April, 2018 10,000 71.25

Rajesh Ltd closes its books on 31% March every year. The rate of exchange on 31% March, 2018 was
Rs. 69.50 per US 3.
Pass Journal Entries in the books of Rajesh Ltd to record above transactions.

(B) The net profit of the company after providing for taxation, for the past five years (07)
are Rs. 1,60,000, Rs. 1,68,000,Rs. 1,80,000, Rs. 1,84,000, Rs.1,88,000. The opening capital
employed is Rs. 14,12,000 and closing capital employed is Rs. 17,88,000. The reasonable rate of
return is 10%. It is expected that the company will be able to maintain its super profit for the next
five years.

Calculate goodwill on 5 years purchase of super profit.

OR
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Q.5 The following is the Balance Sheet of a Pramod Ltd. for the year as on 31% March 2019 (15)

Liabilities Rs. Assets Rs
Equity shares of Rs.10 each 20,00,000 | Machinery 50,00,000
Preference shares of Rs100 5,00,000 | Building 30,00,000
each
Securities Premium 2,00,000 | Investments 6,50,000
General Reserve 50,00,000 | Loans and Advances 49,00,000
Profit and Loss A/c 6,00,000
Inventory 16,50,000
Secured Loans 30,00,000 | Cash /Bank Balance 3,00,000
Unsecured Loans 45,00,000 | Sundry Debtors 11,50,000
Sundry Creditors 8,50,000
Total 1,66,50,000 Total 1,66,50,000

Ascertain the maximum number of Equity Shares that can be brought back at a price of Rs. 50 per
share. Pass necessary Journal Entries and prepare notes to accounts on Share Capital & Reserves &
Surplus. (Do not prepare Balance Sheet)

Q.6 (a) State the need for convergence with IFRS in India. (10)
(b) Explain methods of valuation of Goodwill and shares . (10)
OR
Q.6 Write short notes on: (Any Four) (20)
1. Future maintainable profit
2. Methods of computing purchase consideration
3. Internal Reconstruction of companies
4. Maximum Limits on Buyback
5. Co-operative Housing Society
6.  Post incorporation profit
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