Paper / Subject Code: 83001 / Financial Accounting and Auditing I X -Financial Accounting
T.Y.B.Com (Semi-VI)  June-2023

Financial Accounting and Auditing IX -Financial Accounting
3 Hours [Total 100 Marks]

N.B.: (1) All questions are compulsory.
(2) Figures to the right indicate full marks.
(3) Working notes should form part of your answers.
(4) Use of simple calculator is allowed.

Q.1 A] Fill in the blank by choosing the most appropriate option. (Any Ten) [10]

1) is a sole authority who issues accounting standards in India.
a) SEBI b) ICAI
c) RBI d) ICSI
2) Out of the following is not considered in calculating purchase
consideration under Net Asset Method.
a) Stock b) Preliminary expenses
c) Debtors d) Copyright
3) Amalgamation of companies are of ___types.
a) Two b) Four
c) Three d) Five
4) Is ratio of exchange between two currencies
a) Opening rate b) Closing rate
c) Monetary rate d) Exchange rate
5) Out of the following is @ monetary item.
a) Bank balance b) Machinery
c) Inventories d) Investment
6) Surplus or deficiency account is prepared as per
a) list A b) list D
c) listE d) listH
7) In the process of liquidation of the company___are the last claimant.
a) Equity shareholders b) Debenture holders

c) Preference shareholders  d) Bond holders
8) In case of Debentures underwriting commission must not exceeds
a) 1.5% b) 2%
C) 2.5% d) 5%
9) According to companies Act, % of the shares must be subscribed within 15
days of the issue.

a) 50% b) 25%
c) 80% c) 90%

10) Audit of LLP is compulsory if partners’ Contribution exceed
a) RS. 20,00,000 b) RS. 25,00,000
c) RS. 40,00,000 d) RS. 45,00,000

11) LLPrules ___ provides for Audit of the LLP.
a) 2005 b) 2008
c) 2009 d) 2010
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12) LLP has to file annual return with Company registrar within ___days from closing
of financial year.

a) 15 days b) 25 days
c¢) 30 days d) 60 days
B] State whether the following statements are true or false. (Any Ten) [10]

1) On amalgamation there is no new formation of the company.

2) On Amalgamation Realization loss is transferred to Ordinary shareholders’ account.

3) Payment f liquidation expenses form part of purchase consideration.

4) Cash in hand is non-monetary item.

5) At the end of the year balance in FEF account is transferred to General Reserve
account.

6) Employees dues are preferential liability.

7) Section 433 to 465 provides for compulsory winding up of the company.

8) Unmarked applications are distributed in gross liability ratio in calculating
net liability.

9) Underwriting commission is calculated on issue price.

10) Books of accounts of LLP are maintained for further five years.

11) Liability of partner of LLP is unlimited.

12) Only a single person can form LLP.

Q.2 Siya Ltd. and Ziya Ltd. were amalgamated on and from 1% April, 2023. A new company

namely Priya Ltd. was formed to take over business of both the companies. [20]
Balance Sheets as on 315t March, 2023

Liabilities Siya Ltd. | Ziya Ltd. Assets Siya Ltd. | Ziya Ltd.
Equity Shares of RS. Land and
100 each, fully paid 3,00,000 | 2,00,000 Building 2,00,000 | 2,00,000
12% Preference Shares Plant and
of RS.100 each, fully 1,00,000 1,00,000 | Machinery 1,00,000 80,000
paid
General Reserve 1,00,000 80,000 Computers 50,000 60,000
Profit and Loss A/c 40,000 50,000 | Stock 50,000 30,000
Statutory Reserve 10,000 20,000 | Debtors 60,000 50,000
10% Debentures of Bills 30,000 60,000
RS. 100 each 50,000 60,000 Receivables
Sundry Creditors 50,000 40,000 | Bank 1,90,000 1,05,000
Bills Payables 30,000 35,000

Total 6,80,000 | 5,85,000 Total 6,80,000 | 5,85,000

Additional Information:

1) Priya Ltd. issued five equity shares, for each equity share of Siya Ltd. and four equity shares, for
each equity share of Ziya Ltd. The shares are of RS. 10 each, issued at RS. 25 each.

2) Preference shareholders of both the companies are issued equivalent number of 14% preference
shares of new company at RS. 140 per share (face value RS. 100).
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3) 10% Debenture holders of Siya Ltd. and Ziya Ltd. are discharged by Priya Ltd. issuing such
number of its 12.50% debentures of RS. 100 each so as to maintain the same amount of interest.
4) Priya Ltd. revalued following assets taken over from Siya Ltd. and Ziya Ltd.

Particulars Siya Ltd. Ziya Ltd.
Land and Building 3,00,000 1,50,000
Plant and Machinery 1,20,000 1,00,000
Computers 40,000 40,000
Stock 40,000 25,000
Debtors 50,000 40,000

You are required to:
i) Compute Purchase Consideration.
ii) Pass Journal Entries in the books of Priya Ltd. under purchase method.

OR

Q.2 A]M/S Veena & Co. of Goa exported goods to M/S Adams of USA worth US $ 15000 on 25™
Sept 2021 when the rate of exchange was RS. 70 per US $. The amount received from the buyer

were as follows. [10]
Date of Receipt Receipt in US $ Exchange rate per dollar($)
30 Sept 2021 3,000 71.00
14 Oct 2021 2,500 70.50
18 Nov 2021 1,500 69.50
31 Dec 2021 4,000 69.90
22 Jan 2022 2,200 70.00
20 Mar 2022 1,300 70.40

M/S Veena & Co. closes its accounts on 31% March every year. On the 31 March 2022
rate of exchange was 70.20 per US $.

You are required to pass journal entries in the books of M/S Veena & Co. For the year
ended 31 March 2022. Narration not required.

B] Tina & Meena were partners in the firm sharing profits and losses in 4:5 ratio.

Their balance sheet as on 31 March 2021 was as under. [10]
Liabilities RS. Assets RS.

Capital accounts Land & Building 1,30,000
Tina 1,20,000 Machinery 35,000
Meena 80,000 Stock 15,000
Creditors 25,000 Debtors 28,000
Outstanding expenses 5,000 Cash balance 22,000

Total 2,30,000 Total 2,30,000
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On the above date the firm was converted in M/S TM LLP which took over all
assets and liabilities of the firm at book value except Land and building and Machinery which
were taken over at Rs.1,50,000 and Rs.30,000 respectively. Goodwill of the firm was valued
at Rs.50,000. The dissolution expenses Rs.2,500 were paid by the old firm.
Prepare: 1) Statement of purchase consideration
2) Prepare Realization account in the books of the firm.

Q.3 Sun and Ray were partners in the firm sharing profit and loss in equal ratio. Their balance

sheet as on 31% March 2022 was as under. [20]
Liabilities RS. Assets RS.

Sun capital 1,50,000 | Building 2,00,000
Ray capital 1,50,000 | Furniture 50,000
Bank Loan 50,000 Finished goods 30,000
Creditors 30,000 Debtors 55,000
Cash balance 35,000
Profit & Loss account 10,000

Total 3,80,000 Total 3,80,000

On the above date the firm was converted in Sun Ray LLP which took over all
assets and liabilities of the firm at book value except building which were taken over at 10%
more than the book value. Goodwill of the firm was valued at Rs.1,00,000. The dissolution
expenses Rs.2,500 were paid by the old firm. The Purchase Consideration was settled in
cash. Mr Sun & Mr. Ray contribute Rs.2,00,000 each as capital of LLP.
Prepare 1) Statement of Purchase Consideration
2) Prepare Realization Account, Partners Capital Accounts
3) Prepare Statement of Assets and Liabilities in the books of LLP.

OR
Q.3 A] The summarized Balance Sheet of Ashwin Ltd. on the date liquidation is as follows:
10
Balance Sheet as on 31t December, 2022 -
Liabilities Amt Liabilities Amt (RS.)
(RS.)
Share Capital Land and Buildings 1,20,000
1,000 Equity Shares of RS. Plant and Machinery 90,000
100 each RS. 50 paid up 50,000 | Stock 70,000
2,000 Equity Shares of RS. Debtors 60,000
100 each RS. 40 paid up 80,000 | Cash and Bank 15,000
10% Preference Shares of Profit and Loss Account 25,000
RS. 100 each fully paid-up 1,00,000
12% Debentures 70,000
Preferential Creditors 20,000
Trade Creditors 60,000
Total 3.80,000 Total 3.80,000
23577 Page 4 of 14

EC51D23A67324E8E28F3662547A 05128




Paper / Subject Code: 83001 / Financial Accounting and Auditing I X -Financial Accounting

The assets were realised for RS. 3,00,000. The liquidation expenses are RS. 25,000. The
remuneration of liquidator is 3% of assets realised. The final payments were made on due dates
Prepare Liquidator’s Final Statement of Account.

B] Sun Ltd. has authorised capital of RS. 5,00,000 divided into 50,000 equity shares of RS. 10
each. The company issued for public subscription 40,000 shares at a premium of RS. 12
each. [10]
The entire issue was underwritten as follows:

Arun — 25,000 shares (firm underwriting 4,000 shares)

Varun — 10,000 shares (firm underwriting 3,000 shares)

Tarun — 5,000 shares (firm underwriting 2,000 shares)
Out of the total issue, 35,000 shares including firm underwriting, were subscribed. The
following were the marked forms:

Arun — 10,000 shares

Varun — 10,000 shares

Tarun — 4,000 shares
Calculate the liability of each underwriter. Underwriters are not given any benefit for
firm underwriting.

Q.4 M/S Kashinath of Vasai imported goods from Mr. Glenn of USA worth US $ 50000 on 10
August 2020 when the rate of exchange was RS. 67 per US $.

[20]
The supplier was paid as follows.

Date of payment | Paymentin US $ Exchange rate per dollar ($)
30 Aug 2020 6,000 67.40
12 Nov 2020 5,500 66.80
30 Nov 2020 7,500 67.00
15 Dec 2020 6,000 67.10
21 Jan 2021 8,000 66.90
15 Feb 2021 9,500 67.00
20 Mar 2021 5,500 67.20

M/S Kashinath closes its accounts on 31% March every year. On 31 March 2021 rate of
exchange was RS. 67.40 per US $.
You are required to pass journal entries in the books of M/S Kashinath for the year ended
315t March 2021 and prepare Mr. Glenn Account and Foreign Exchange Fluctuation Account.
OR
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Q.4 A] Sadhana Ltd. issued 30,000 Equity Shares of RS. 100 each at par. The issue was
underwritten by Shubham, Santosh and Ramesh in the proportion of 50%, 30% and 20%
respectively.

Applications for 10,000 equity shares were received in all. The total liability of underwriters
including firm underwriting was as follows Shubham — 10,000 shares, Santosh - 6,000 shares and
Ramesh - 4,000 shares. The underwriters are entitled to get 5% commission on issue price. All the
amounts have been received in full.

Pass necessary journal entries in the books of the company. [10]

B] EXE Ltd. went into liquidation. Following is the Balance Sheet of the company. [10]
Balance Sheet as on 315t December, 2022

Liabilities Amt (RS.) Liabilities Amt (RS.)
Paid-up Share Capital Fixed Assets
4,000 Equity Shares of RS. Land and Buildings 4,00,000
100 each fully paid up 4,00,000 Plant and Machinery 3,00,000
5,000 Equity Shares of RS. Current Assets
100 each RS. 50 paid up 2,50,000 Stock 60,000
9% Preference Share Debtors 50,000
Capital 3,00,000 Cash and Bank 20,000
Secured Loan — 6% Miscellaneous Expenditure
Debentures (Floating charge 50,000 Profit and Loss Account 2,20,000
on all assets)
Current Liabilities
Sundry Creditors 30,000
Income Tax 20,000
Total 10,50,000 Total 10,50,000

The preference dividends were in arrear for three years. The arrears are payable on
liquidation. The assets were realised for RS. 7,30,000. The liquidation expenses amounted to RS.
63,100. The liquidator is entitled to a commission at 3% on all assets realised and 4% on amount
distributed to unsecured creditors.

Prepare Liquidator’s Final Statement of Account.

Q.5 A] What is meaning of Amalgamation? Distinguish between Amalgamation in the nature of

merger and Amalgamation in the nature of purchase. [10]

B] Distinguish between Limited Liability Partnership and Company. [10]
OR

Q.5 Write short notes (Any Four): [20]

a) Features of Purchase Method

b) Types of Underwriting

¢) Examples of Preferential Creditors
d) Limitations of LLP

e) Steps in conversion of firm into LLP
f) Salient features of Liquidation

*kk kkk kkk
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ATe FTfe T STOT e @rd R,0,000
fafare Fsiar 30,000
I 0,000
Tehut §o,40,000 Tehut go,40,000

ATEE TATHIRT AT 3 ST 2hId BIAT. AT foEsiae! o 378, RS. 0,30,0 00 < HTewHT
Y AT forersia @ RS. &3,2 0 0 ST BT, frersish ITH ATciea Hel HTITHTER 3% SATI0T STERfard
QT T shaiedT T ¥% ShiaeH fHeuare ur 3112,

foresterT=aT WA JAfaw foreer o &,

. & 37| ThHATehoTTT 37 T 3R farefi-iaor ST1for @iet et wieh TIg . [%0]
| HAT(ad aTfied WRMERT SATIT ot AT iet Hich T8 . [20]
fehar
7. 4 four fotem: (FroreEt =) [R0]
) G vt SRy
) gH! S TR
) ST Qi ST
g) LLP =1 et
3) WTieTd= LLP Hed 9T SHvare I

%) foresiT=l Soe AftTe

skoksk ckoksk skokock
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