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Paper / Subject Code: 23051 / Financial Accounting & Auditing : Paper-VII - Financial Accounting,

TIME: 3 HOURS ¥ o MARKS: 100
N.B.: 1. Figures to the right indicate full marks. : S ¢ N
2. Working notes to form a part of your answer. -

Q1 A) Select the appropriate answer from the followmg (Any 10) %) (10)
1. Contingent Liability ‘ :

a) Arrears of Preference d1v1dend,. c) Cred1tors oy

b) Interest on Bank Loan Lid) Debenture Interest e
2. Cost of Investment is calculated as per

a) Weighted Average Cost ) LIFO Method

b) FIFO Method o d) Slmple Average Method

3. Vishal Ltd has Rs 2,40, 000 Equ1ty Share Cap1tal (Rs: 10 each fully paid up) Shares are
consolidated into equity shares of Rs 100 each, the number of shares after consohdatwn will be
a) 2,400 Shares - A : C). 240 Shares 8 N
b) 24,000 Shares ' d) 2,40, 000 Shares A5

4. Balance Sheet of the Company should be prepared as per the Compames Act 2013 under- Part b :
Schedule HI in : :
a) Horizontal Form ,, C). Convement Form
b) Vertrcal Form ‘ ) d) Columnar Form
5. Securlty Depos1ts is shown in Company Balance Sheet under the head of
a) Short term loans and advances Fa Y Current Investment :
b) Long term loans and advances d) NOn Current Investment

6. Amount Rece1ved on sale. of rights without subscrlbmg 1swgred1ted to. '« :

ra) Investment Account o 2 o) Goodwill . Q
>b) Proﬁt and Loss Account ] - g Capltal Reserve Account

7. IFRS stands for
; a), Internat1onal Fund Revenue Standards c) Internatlonal F1nancral Reporting Standards
b) Intemal F1nanc1al Reportmg Standards d) Internal Fund Reportmg Standards

8. ;Professmnal behav1our of accountant should not 1nclude :
: a) Actmg with integrity - c) Prov1d1ng Ob] ective opinion
b) Prov1d1ng advice free from b1as d) Not mamtammg confidentiality

9. Increase in the value of' Land and Bu1ld1ng on fhe Internal Reconstructlon Scheme will be

- a) Credited to Profit and Loss. Account. S Deblted to Capital Reserve Account
b) Débited to Proﬁt and Loss Account d) Credlted to Capital Reduction Account
10. Sund.ry Creditors Rs 60, 000 The Company warved 20% of Sundry Creditors by 15%, the amount
waived is
" a).Rs 12, 000 » o ¢)Rs 1,800
b) Rsr9‘ o0~ d) Rs 1,200
3T Closmg stock of Raw matenal is shown in Company Balance Sheet under the head of
Ja) Tangible assets .~ N ¢) Inventories
b) Intangrble Assets d) Other Current Assets
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12. Last year Dividend received on the Shares purchased in the current year

Q1.B) State whether following statements are True or False

1. Only partly pa1d shares are bought back.

2. New company is formed at the time of Internal Reconstruction. -~

3. “Motor Vehicles” is shown in the Company Balance Sheet under the head of Non-current
investment. A = s ;

4. Equity Shares are Variable: Income Investment B

5. Surrendered shares can be re-issued;

6. Investment Account is govemed by AS 13. )

7. It is mandatory for certain companies to spend 3% of their average net proﬁt for the CSR pohcy;;it

8. The word Ethics is‘derived from a Latin word. 2

9. Interest is not deducted from the proceeds of the sale of Debentures if i 1t is cum mterest sale.

10. Whistle Blowers Act 2011 protects the 111ega1 traders and corrupt ofﬁmals/ polmclans :

11. “Capital work'in progress * is the part of 1ssued capltal

12. An amount equal to the face value'of Equrty Shares bought back out of free reserves should be
transferred to Caprtal Redemption Reserye. & S 2

Q.2 Trial Balance as on 31-3- 2022 of Sony Products Ltd : A - (20)
: __Particulars S Dr. Cr ,

N Pald up: caprtal 10, 000 shares of Rs. 10 each el ) &~ 1,00 000 :
Security Premium 2D L5 ¢ 12,000
Capital Reserve : X o P > 7,000
General Resérve &Y 24,000

‘Stock as on.1-4-2021+-" 1,50,000| o~

- Purchasés and Sales ° % 2,05,000 | . ~"3,88,000
Returns Inward and Returns Outwards. o3, 000, e 5,000
Profit and Loss Statement'l-4- 2021 : > 3,000
Plant and Machlnery Fad = 70, 000

Building - Y’ =y 40,000

‘| Motor Van 20,000
Debtors and Creditors : (732,600 20,000
BanksInterest (Paid and Received) o T~ 1,200 200
Loan from Bank (Secured) o v 25,000

Bills Payable 25 X & 5,700

[ Cash at Ganara Bank e L 8,000

| Cashinhand X S 900
Share Issue Expenses % 6,000
Manufacturing Wages 18,000

.Gas and Fuel 12,000

_ | Directors Fees 2,000

‘| Auditor’s Fees .~ 1,200
Admrmstratlve Expenses 5 6,000
Salaries 10,000

.| Insurance . ( 1,500

\ Mamtenance of Motor Van 2,500
» ~| Total . 5,89,900 5,89,900

s e
%,

a) Post acquisition Dividend

c) Pre Acqu1s1t10n D1v1dend
b) Goodwill %

-~ d) Secunty Premlum

:;»(Any 10 (10)
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Adjustments:
1. Stock on 31-3-2022 was valued at Rs. 1,45,000.

2. Insurance prepaid was Rs. 500.
3. Accrued Interest on Bank loan was Rs. 300
4. Share issue expenses are to be written off 1/3 every year.
5. Provide Rs. 5,000 for bad debts on debtors ;
6. Depreciation Building at 10%, Plant and Machinery at 10%
7. Provide Rs. 33,000 for total taxation. )
8. Telephone expenses Rs. 10, 000 are estimated to have accrued i in March 2022 but the
bill is not yet received. A Vo
Q.2 A) The following is the Balance Sheet of AIR Ltd as on 3 1% March 2022 (10)
Liabilities _| Amount-| Assets | Amount
Equity Share Capital of Rs 10 each | 12,00,000 Goodwrll 2:50,000 | =
10% Preference Shate Capltal of Rs. 100.each | 6,00,000 | Patent P ~1,50,000 |-~
10% Debentures %) : : 2,00,000 Bulldmg .78,00,000"
Creditors ; o <-3,00,000-| Plant and Machmery 3,00,000
Other Liabilities o 2 < 1,00,000 Stock . - 1,20,000
B2 e 3 o Debtors 80,000
Pro\fi‘t and Loss'A/c | .7,00,000 |

24, 00 000 | : 124,00, 000
Journalise. the below mentioned scheme of reconstructlon approved by the court UG AT I
1. Equity shares be reduced to Rs. 5 per share and then consolidatedinto equity. shares of Rs. 10 each.
2:10% Preference shares be rediced by Rs: 60 each and then subdlvrded into’ shares of Rs. 10 each.
3. All intangible assets and debit balance of profit and loss are. to be written off. 3
4. 10% Debentures agreed to convert 80% of their holdmg mto 6% Preference shares and remaining
were waived off,
5. All the fixed assets were to be appreciated by 10% and all the current assets were to be written

“down by 5%.
Q:2 B) Followmg is the Balance Sheet of Manda Itd. as'on 31* March 2022 (10)
Balance Sheet 2
: As on 31st March 2022
O Liabilities S : Rs. ° " Assets Rs.

, 'Share Capital . 1 40 000 Fixed Assets 2,45,000
| (Bquity.shares of Rs. 10 each) Inveéstments 17,500
9% Preference Share Cap1ta1 ot 35 000 | Bank balance 2,62,500
Securlty Premlum ; e 02 500 i"Other Current Assets 52,500

General Resérve i) & <1 70, 000

| 6% Debentures - 5 S 2,45:000

I Bills Payables e & 24,500

Sundry Credltors & : 10,500
| 5,77,500 5,77,500

Keepmg 1n view of all the legal requlrements ascertain the maximum number of equity share, the
company can buyback at Rs,22 per share, being the current market price. Assuming that buyback is
camed out. Pass necessary journal entries to record the above transactions.
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Q.3 Following is the summerised Balance Sheet of Aahand Ltd. As on 31 March 2022 £.(20)
Liabilities : Rs [°  Assets > Rs
Equity shares of Rs. 5 each fully paid 3 8,00,00.0{"Goodw111 1 2,80,000
7% Cumulative Preference shares of Rs, 100 each fully ' [Land & Bu1ld1ng 3,20,000
paid : 5,00,000 | Plant 2,25,000
9% Debentures of Rs. 100 each 3,00,000 InVestments .60 ,000
Creditors 3;10,000 [“Stock ’ 3,25 ,000
Bank Overdraft <1,60,000°( Debtors- " 1 2,30,000
Interest due on Bank Overdraft 20,000 | Cash O 70,000
| Profitand Loss " 5 ,80,000
20,90, 000 | - 20 90 000§
Preference dividend is in arrears for three years. Followmg scheme of Internal Reconstruct1on was ;x
approved by the Court: :
12 7% PreferencerShares to be reduced to Rs.50 each and then to be subd1v1ded mto shares of Rs 10
each. —
2. Equity shares to be reduced to Re l each and then to be consolldated into shares of Rs 10 each.. i

3. The Debénture holders agreed.to
exchange of existing debentures.

accept equal number of 10% debentures 0f Rs.70 each in

4. Preference Share holders agreed to Walve dividend for two years and to accept cash for remalnlng

dividend.

5. Bank has agreed to take over part of stock i 1n sat1sfact10n of its cl

."The remaining stock was revalued at Rs.1;25,000.

6: Tangible Fixed assets be apprecrated by 5%.

& 7. Accumulated loss'and Intangible assets to be wrrtten off.

- 8. Reconstructron expenses paid Rs. 30,000,

Share capital,
~Reserves and Surplus,

Long Term Borrowings,

Fixed-Assets

SN RN -

Q3 A) From the followmg trial balance of Madhav Ltd.

OR

¢ q )

Investments to be revalued at 80% ofcost

. -,\:"‘

Pass Journal Entries (without narration) and prepare Notes to balance Sheet on

Cash and cash Equlvalent after reconstructlon m the books of Aanand Ltd

prepare the: Balance Sheet of the

alm mcludlng 1nterest thereon

Company as on 31st March 2022:as per the: provrslons of the Compames Act 2013. (10)
- . _Trial Balance as on 31 March 2022
4 ey : ~Particulars § Debit Rs. Credit Rs.

: lOOOO Equlty Shares of Rs. 100-each : 10,00,000
5000;10% Preference Shares of Rs. 100 -each 5,00,000
Reserye Fund 2,00,000
Capital Reserve 2,50,000
4000; 9% Debentures of Rs.100.each 4,00,000

-8% State Bank of Indla Loan 3,00,000
Bank Overdraft . 1,00,000
Sundry Credrtors 2,50,000
Bills Payables~ 1,00,000
| Land and Building 12,00,000
” - Plant and-Machinery 3,00,000
< 11% Investment ' 6,75,000
10378 Page 4 of 13
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Stock ol 3,00,000 | .-

Sundry Debtors i 2;50,000 |

Bills Receivables NG Ly -1,50,000-

Cash in hand = D 75,000

Cash at Bank ; o 1,50,000 ;
TotalRs, . ¢ AN 31,00,000 .231,00,000

Q.3B)On 01/04/2021 Mr. Rajesh had Rs. 2,50,000,'12% Debentures of Prem Ltd at Rs.90 each (face value
Rs.100). Interest is payable half yearly on 30th June and 31st December every year by Prem Ltd. On
01/08/2021 Mr Rajesh sold 600 debentures at Rs.92 each cum-interest and paid Brokerage Rs. 600 on
whole transaction. These 12% debentures were quoted-at Rs.91 per debenture on 31/03/2022. Diaw up
Investment in 12% Debenture account in the books of Mr Rajesh for the Year ended.31/03/2022: (Apply . -
AS-13) o F e : 5 (10) <
Q.4) Mr. Roshan entered into following transagﬁbns of puj’bflase and-sale of Equity Shares-(Face Value
of Rs. 10 each) of Isha Infra Private Limited Ltd. o 2 (20)

No.of 7 = — No. Qf = - &7
Date S!ﬁfi‘ . o Terms £ Date S Shafes o Tef'{ng
01012021 | 600 g BW@Rs 20perci 00 o] Jooo o Sale @ Rs. 25 per,
‘share o~ ol oSffare - _
15032021 900 PYRI@ Rs. 23Per | 5592021 I 500, i
< share. o . Received-
20.052021 | 1000 Puy @ Ro22per 0% 022059 | 1660 Sale @ Rs: 12 per
4 ‘ share oy L) : share

On 30th September 2021, Final dividénd @ 3 per share was.‘féceiveq‘«féij the year ended 3 1st March 2021.

You'are required to prepare Investment Account in the Books of Mr: Roshan for the years'ended 31-3-
2021-and 31:3-2022 ( Apply AS-13) < ~

OR
Q4.A) Following is the Balance Sheet of Vrindavan Itd, as on 31* March 2022.” (10)
aw o Balance Sheét As on31% March 2022 Y
Liabilities +¢ Rs.. v " Assets_ Rs.
Equity Share Capital \ 11,25,000 | Fixed Assets - 26,25,000
(Share of Rs. 100 each) Investments' 1,87,500
6% Preference Share Capital 3,75,000 { Bank balance 28,12,500
*| Security Premium - .75,62,500 | Other Current Assets 5,62,500
Profit.arid Loss A/c , < 1,50,000
7.5 % Debentures = “I 30,00,000
Bills Payables 2,62,500
Creditors 1,12,500 |
~ 5 ) 161,87,500-] 61,87,500

Keeping in view of all the legal requi‘rements‘, ‘ascertain the maximum number of equity shares, the
company can-buyback at Rs. 120 per'share, being the current market price. Assuming that buyback is
cartied out. Pass necessary journal entries to'record the above transactions.

"
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Q 4 B) Following is the Balance Sheet of Mathura Itd. as on 3 1 March 2022, (10)
Balance Sheet As on 31% March 2022 £
Liabilities Rs. 7 Assets Rs. :
Equity Share Capital 3,,20,000 leed Assets, -©5,60,000 .
(Share of Rs. 10 each) ,‘{Investments 1,20,0()07‘
7% Preference Share Capital 80,000. | Bank balance 6,00,000
Security Premium : 80,000 Other- Current Assets 1,20,000
Profit and Loss A/c 1,20,000
9% Debentures 1,60,000 | - =
Bills Payables 5,60,000 |~ %
Sundry Creditors 56,000-| 2%
Other Current Liabilities 24 000 :
14 00 000 14 00 000 N

AN

Keeping in view of all the legal requlrements ascertam the maxrmum number of equlty shares the :
company can buyback at Rs¢14 per share, being the current market prrce Assummg that buyback is ¢
carried out. Pass necessary _]oumal entmes to record the above transactlons > (

Q5) a) What is Ethlcal Behavmur‘? What are the fundamental Prmcrples of Professlonal

Ethrcs?

b) Explaln Accountlng Standard 1 “Dlsclosure of Accountmg Polrcres”

; SR

QS) Wnte Short Notes (Any Four)
1) Reduction of Share Capltal

2).Benefits of Buyback

3). Bonus Shares and Rights Shares
4) Corporate Governance
5) Contingent liabilities

10378
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