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

Time: 3 Hours Marks:100
Note
1. All questions are compulsory.
2. Figures to the right indicates full marks.
3. Use of simple calculator is allowed.
4. Workings should form part of your answers.
Q.1 A) Choose the correct option. (Any 10) (10)
1. Which of the Following is represented by List H
A) Preferential Creditors
B) Fixed Account
C) Deficiency or Surplus Account.
D) Secured Creditors
2. Interest on Debentures and Unsecured Loan is Payable up-to the date of actual payment if
A) The Company is Solvent
B) The Company is Insolvent
C) Whether the Company is Solvent or Insolvent
D) Company is Liquidated
3. In case of compulsory winding up, the Appointment of Official Liquidator is done by
A) Shareholders
B) Debenture holders
C) Central Government
D) Board of Directors
4. The balance of Foreign Exchange Fluctuation Account is transferred to
A) Profit and Loss A/c
B) General Reserve Alc
C) Capital Reserve Alc
D) Foreign Exchange Fluctuation A/c
5. Which of following Account is Debited for Advance Received in case of Export of Goods
under Foreign Exchange.
A) Bank Account
B) Sundry Debtors Account
C) Sundry Creditors Account
D) Purchases Account
6. The underwriting commission in case of debentures as per the Companies Act shall not
exceed
A) 5% of issue price
B) 10% of the issue price
C) 2.5% of the issue price
D) 2%of the issue price
7. Unmarked applications refer to
A) Firm underwriting
B) Applications issued by the company
C) Applications bearing the stamp of underwriter
D) Applications from the public received directly by the company without bearing any stamp
of underwriter
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8. When an underwriter agrees to buy a definite number of shares in addition to unsubscribed
shares, it is termed as
A) Partial underwriting
B) Firm underwriting
C) Complete underwriting
D) Half underwritten
9. Amalgamation of Companies id governed by
A) AS 11
B) AS 13
C) AS14
D) AS9
10. Under Purchase method, any excess of purchase consideration over net assets acquired
should be recognised as
A) Goodwill
B) Capital Reserve
C) Profit & Loss
D) General Reserve
11. Every designated partner has an identification number called.
A) DIN
B) DPIN
C) DDIN
D) DN
12. LLP whose contribution exceeds Rs....... is required to get its books of accounts audited.
A) 40 Lacs
B) 1Lac
C) 25 Lacs
D) 50 Lacs

B) State Whether following statements are True or False. (Any 10) (10)

1. LLP Act was passed in 2009.

2. At least seven persons can form LLP.

3. Under pooling of interest method, the transferee company incorporates in its books
only the external liabilities and assets of the transferor company.

4. Amalgamation Adjustment Account is applicable under Purchase method of
Amalgamation.

5. AS 11 is mandatory in nature.

6. Tax payable is a preferential creditor.

7. Payment to debenture holders is a part of Purchase consideration.

8. Account receivable is a non-monetary item.

9. Reporting currency is the Indian Rupee used for presentation of financial statements.

10. Assets not specifically pledged are shown in List A.

11. Underwriting commission is calculated on issued price of shares.

12. For giving benefit of Firm underwriting to underwriter, firm underwriting is deducted
on actual basis.
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Q.2. A) Jay Ltd. and Ajay Ltd were amalgamated on 31 March 2023. A new Company Vijay
Ltd was formed to take over the business of Jay Ltd and Ajay Ltd. (20)
Balance Sheets
As on 31 March 2023

Liabilities Jay Ltd | Ajay Ltd | Assets Jay Ltd | Ajay Ltd
Rs. Rs. Rs. Rs.

Equity Shares of 4,00,000 | 3,75,000 | Land and 3,00,000 | 1,50,000

Rs. 100 each fully Building

paid

11% Preference 1,50,000 | 1,00,000 | Plant and 1,50,000 | 1,80,000

Shares of Rs. 100 Machinery

each fully paid

General Reserve 85,000 75,000 | Computers 75,000 20,000

Profit & Loss 25,000 | 15,000 | Stock 2,00,000 | 1,00,000

Account

Statutory Reserve 1,00,000 75,000 | Bank 60,000 80,000

10% Debentures of 30,000 15,000 | Trade 2,15,000 | 2,20,000

Rs. 100 each Receivables

Trade Payables 2,10,000 | 95,000

Total 10,00,000 | 7,50,000 | Total 10,00,000 | 7,50,000

Additional Information:

1. Vijay Ltd. issued five equity shares, for each Equity share of Jay Ltd and four equity
shares, for each equity share of Ajay Ltd. The shares of Vijay Ltd are of Rs. 10 each
issued at Rs. 30 each.

2. Preference shareholders of both the companies are issued equivalent number of 14%
Preference shares of new company at Rs. 150 per share (Face Value Rs.100)

3. 10% Debenture holders of Jay Ltd. and Ajay Ltd. are discharged by Vijay Ltd issuing
such number of its 15% Debentures of Rs. 100 each so as to maintain same amount of

interest.
4. Vijay Ltd. revalued following assets taken over from Jay Ltd and Ajay Ltd.

Assets Jay Ltd Ajay Ltd.

Rs. Rs.
Land and Building 4,00,000 2,00,000
Plant and machinery 1,20,000 1,50,000
Computers 70,000 10,000
Stock 1,50,000 80,000
Trade Receivables 2,00,000 2,10,000

You are required to:
a) Compute Purchase Consideration
b) Pass Journal Entries in the books of Vijay Ltd. under purchase method
c) Prepare Notes on Share Capital, Reserves and Surplus & Long Term Borrowing
OR
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Q.2.B) Hatch Ltd issued 1,00,000 Equity shares of Rs.10 each at par. (10)
The entire issue was underwritten by:

Mr. Mani — 30%

Mr. Nanny — 25%

Mr. Paras — 45%

The total shares applied were 96,000 shares.

The following are the details of marked application including firm underwriting:

Mr. Mani — 29,000 shares (firm underwriting — 5,000 shares)

Mr. Nanny — 20,000 shares (firm underwriting — 7,000 shares)

Mr. Paras — 38,000 shares (firm underwriting — 9,000 shares)

Ascertain the net liability of each underwriter assuming that benefit of firm underwriting is

given to each underwriter.

Q.2.C) The position of the company on its liquidation is as under: (10)
Issued and Paid up capital:
4,000 10% Preference Share Capital of Rs. 100 each fully paid
4,000 Equity shares of Rs. 100 each fully paid up
1,500 Equity shares of Rs. 50 each, Rs. 30 paid up
The following information is provided at the time of liquidation:
1. Equity shareholders have received Rs. 6,000 as call in advance and Rs. 12,500 are calls
in arears.
2. Preference shareholders’ dividend are in arrear for one year.
3. Amount left with the liquidator after discharging all liabilities are Rs. 5,35,000.
Prepare the Liquidator’s Final statement of Account.

Q. 3. A) Following are the transactions in the books of Satyam and Sundaram. (20)
1. Satyam imported goods from US Company worth US $ 5 lacs on 10" August 2022 when
exchange rate was US $ 1 = Rs. 65

He agreed to pay 3 instalments as below:

Date Instalment (US $) | Rate of Exchange
10/10/2022 2,25,000 | Rs.64.50
2/02/2023 1,35,000 | Rs. 66.50
10/06/2023 Balance | Rs.66.00

The rate of exchange as on 31/03/2023 was Rs. 66.20

Pass journal entries in the books of Satyam in accordance with AS-11

2. Sundaram exported goods to US company worth US $ 2 lacs on 1% March 2023 when
exchange rate was US $ 1 = Rs. 66

The payment was received as below:

Date Instalment(US $) | Rate of Exchange
1/02/2023 40,000 (Advance) | Rs. 66.25
15/03/2023 50,000 | Rs. 66.50
10/06/2023 Balance | Rs. 66

The rate of exchange as on 31/03/2023 was Rs. 66.20
Pass journal entries in the books of Sundaram in accordance with AS-11.
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Q.3. B) Royal Ltd. agreed to take over Star Ltd. on the following terms and conditions: (10)

1) The existing 35,000 fully paid 11% Preference shares of Rs. 100 each are to be paid by
equal number of 13% Preference shares in Royal Ltd of Rs. 100 issued at Rs. 110.

2) Balance of the Purchase consideration is to be paid in Equity shares of Royal Ltd issued at
par.

3) Fixed asset taken over from Royal Ltd. amounted to Rs. 2,00,00,000/- and external liability
taken over amounted to Rs. 1,25,00,000/-.

You are required to:

1) Calculate the amount of purchase consideration

2) Pass necessary Journal entries in the books of Royal Ltd.

Q.3. C) Alpha Ltd. issued 20,00,000 equity shares of Rs. 10 each at par. (10)
4,00,000 shares were issued to promoters and the balance was offered to public which was
underwritten by A, B and C in the ratio 5:2:3 respectively. Application for 14,00,000 shares
were received in all, out of which applications for 6,00,000 shares bear the stamp of A,
2,40,000 shares bear the stamp of B; 3,20,000 shares bear the stamp of C and the remaining
applications did not bear any stamp. Underwriters are entitled to get 5% commission on face
value.
You are required to:

1. Determine the liability of the underwriters

2. Calculate the amount payable or due from the underwriters.

Q.4. A) Loyal and Moral are equal partners in the Firm whose balance sheet on 31% March

2023 appears as under: (20)
Liabilities Rs. | Assets Rs.
Capital Accounts: Buildings 5,70,000
Loyal 6,00,000 | Machinery 1,50,000
Moral 4,00,000 | Stock 2,50,000
Reserve Fund 40,000 | Debtors 2,30,000
12% Mortgage Loan 50,000 | Bills Receivable 1,10,000
Sundry Creditors 1,00,000 | Bank Balance 80,000
Bills Payable 2,00,000

13,90,000 13,90,000

On 1% April 2023, the firm decided to convert into LLP. The terms were as follows:

1. Building and stock to be taken over at Rs. 6,00,000 and Rs. 2,60,000 respectively.
The remaining assets to be taken over at book values.

2. The goodwill of the firm to be valued at two years purchase of average profit of the
preceding three years. The profits after setting aside Rs.10,000 to reserve fund each
year were
2022-23 Rs.2,40,000
2021-22 Rs. 2,10,000
2020-21 Rs. 1,80,000
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3. The firm is to discharge 12% Mortgage loan. Other liabilities to be taken over by
LLP.
4. Dissolution expenses amounted to Rs.10,000 which are to be borne by the firm.
You are required to
a) Close the books of the firm
b) Prepare Balance Sheet of LLP as per LLP Act 2008
OR
Q. 4. B) Goodness Ltd. went into voluntary liquidation on 31 March, 2023 and their (20)
balance sheet was as follows:

Liabilities Rs. Assets Rs.

80,000 Equity shares of Rs.10 each 8,00,000 | Goodwill 1,00,000
10,000 Equity shares of Rs.10 each
(Rs. 5 paid up) 50,000 | Plant 6,00,000
2,500 8% Preference shares of
Rs.100 each 2,50,000 | Inventory 5,60,000
10% Debentures 3,00,000 | Debtors 3,30,000
Bank Loan (Secured on Plant) 2,00,000 | Profit and Loss 2,20,000
Sundry Creditors 1,80,000
Interest outstanding on Debentures 30,000

18,10,000 18,10,000

Prepare the Liquidators Final Statement of Account after taking into account the followings:
1. Liquidation Expenses amounted to Rs. 5,000
2. Commission payable to liquidator is 4% on asset realized and 2% on unsecured creditors.
3. The assets are realised as follows:
Plant — Rs. 5,85,000
Inventory — Rs. 4,85,000
Debtors — Rs. 3,40,000
4. Debenture holders are payable on 30" June, 2023.
5. Preference dividend are in arrears for one year.
6.
Q. 5. A) What are the advantages and disadvantages of Limited Liability Partnership?  (10)
Q. 5. B) Explain the difference between Amalgamation, Absorption and External
Reconstruction (10)

OR
Q. 5. C) Write Short Notes on: (Any 4) (20)

a) Types of Underwriting

b) Purchase Consideration

c) Designated Partner

d) Preferential Creditors

e) Foreign Exchange Fluctuation A/c
f) Statement of Affairs by Liquidator
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