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

Time: 3 hrs. Total Marks: 100

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

Q. 1 A) State whether the following statements are true or false (Any ten) (10)
1) A Liability shall be classified as current, when it is due to be settled within twelve months
after the reporting date.

2) One of the few assets that is usually not depreciated is Goodwill.

3) Unpaid dividends are shown under other current liabilities in the Balance Sheet.

4) No Journal entry is required for the cancellation of unissued share capital.

5) Conversion of shares from larger denomination to smaller denomination is called as
subdivision of shares.

6) Alteration of share capital may be done by converting the fully paid-up shares in to stock or
vice versa.

7) Profit prior to incorporation is available for buyback of shares.

8) Buyback of shares decreases the Earning Per Share (EPS) of the Company.

9) Interest is always calculated on Market Value of the Securities.

10) Cost of the Investment = Ex- Interest Price less Accrued Interest.

11) Corporate governance is the same as corporate management.

12) The Whistle Blowing Mechanism under the companies Act, 2013 is known as CSR

Mechanism.
Q. 1 B) Match the following items from column A with column B (Any ten) (10)
Column A Column B
1) Calls in Arrears a) Credit to Capital Reduction Account
2) Loose tools b) Must be more than 2:1
3) Bank Term Loan c) Articles of Association
4) Cancellation of Surrendered shares d) Current Assets — Inventories
5) Credit Balance in Capital Reduction e) Shareholders funds
6) Consolidation of shares f) Long term loan
7) Debt Equity after buyback g) Long Term
8) Buyback must be authorized by h) Credit side of Investment account
9) Investment held for more than 12 months | i) corporate governance
10) Loss on sale of investments J) Ethics
11) Duty towards all stakeholders k) Intangible fixed asset
12) Rules expected to be followed by all I) No change in capital
m) Transfer to Capital Reserve
Q. 2 A) Following is the Trial Balance of Rasika Ltd; as on 31 March 2024 (20)
Particulars Debit Rs. Credit Rs.
Land and Building 11,25,000
Plant and Machinery 48,12,500
Debtors 5,37,500
Investments 6,00,000
Bank 1,25,000
Sales 38,75,000
Purchases 15,00,000
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Stock (01/04/2023) 1,00,000

Sundry Expenses 1,25,000

Salaries 4,37,500

Selling Expenses 1,87,500

Debenture Interest 1,25,000

Printing and Stationary 50,000

Audit Fees 25,000

Advance Income Tax (for the year ending31st March 2024) 2,50,000

Advance Income Tax (For the year ending 31 March 2023) 4,37,500

Equity Share Capital (Shares of Rs. 100 each fully paid) 25,00,000

8% Debentures 12,50,000

Capital Redemption Reserve 8,37,500

Profit and Loss account 4,50,000

Securities Premium 2,50,000

Creditors 7,75,000

Provision for Tax (for the year ending 31% March 2023) 5,00,000
Total | 1,04,37,500 | 1,04,37,500

Additional information:
1) The Authorized Share Capital is 30,000 Equity Shares of Rs. 100 each.
2) On 31% October 2023, the company the company issued bonus shares, out of Capital
Redemption Reserve, in the ratio of 1 Bonus share for every five equity shares held. No entry
has been passed for the same.
3) Depreciation on Plant and Machinery is to be provided @ 10% p.a.
4) Provision for Taxation is to be made for Rs. 1,50,000
5) Income Tax Assessment for the Financial Year 2022-23 is completed on 31 September
2023 resulting with a gross demand of Rs. 4,12,500 but no effect has been given so far.
6) Stock on 315t March 2024 was Rs. 90,000.

You are requested to prepare Profit and loss account for the year ended 31% March 2024
and Balance Sheet as on that date.

OR
Q. 2 B) The Balance Sheet of Vishal Itd; as at 31% March 2024 is as follows: (20)
Liabilities Amt. Rs. Assets Amt. Rs.

1,50,000 Equity Shares of Goodwill 1,50,000

Rs. 10 each fully paid 15,00,000
10,000, 10% Preference Patents 2,50,000

Shares of Rs. 100 each 10,00,000
Securities Premium 4,50,000 | Plant & Machinery 15,00,000
Unsecured loan 2,50,000 | Equipments 50,000
Creditors 15,00,000 | Stock 7,50,000
Outstanding Expenses 1,25,000 | Debtors 12,50,000
Employee Provident Fund 2,25,000 | Cash Balance 75,000
Profit & Loss a/c 10,00,000
Preliminary Expenses 25,000
50,50,000 50,50,000
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Note: Dividend on Preference Shares is in Arrears for 5 years.

The following scheme of reconstruction has been agreed upon and duly approved by
the tribunal:
1) Equity Shares are to be are reduced to Rs. 2 each, number of shares being same.
2) Preference shares are reduced from Rs. 100 to Rs. 80 each. They also agreed to waive unpaid
dividend.
3) Out of total creditors, 2/5" creditors agreed to waive their entire claim and creditors of Rs.
1,00,000 accepted equity shares of Rs. 2 each.
4) Unsecured loan converted in to Rs. 1,50,000 equity shares and remaining loan amount is
waived.
5) All intangible and fictitious assets are to be written off.
6) Assets are revalued as follows:
Plant & Machinery Rs. 14,00,000, Equipments Rs. 30,000, Debtors Rs. 11,70,000 and
Inventories Rs. 6,50,000.
7) Cost of Reconstruction amounted to Rs. 50,000
8) The Company made a public issue of 2,00,000 equity shares of Rs. 2 each to increase the
working capital.
9) Outstanding Expenses and Employees dues were repaid fully.

Draft the journal entries for the above transactions and prepare the Balance Sheet of the
company after reconstruction.

Q. 3 A) Following transactions of 10% Debentures of Rs. 100 each of Lala Ltd; appears in the
books of Mr. Gajanan. (20)

Interest is payable on 30" June and 31 December every year. On 1%t April 2023 he held
4,500, 10% Debentures at a cost of Rs. 4,36,500. Mr. Gajanan provided following details of
transactions taken place in the financial year 2023-24:

Date Transaction
30/04/2023 Purchased 6,750 10% Debentures at Rs. 110 cum- interest.
31/05/2023 Sold 6,750, 10% Debentures at Rs. 115 Cum- Interest
31/10/2023 Purchased 10,125, 10% Debentures at Rs. 100 ex- interest
30/11/2023 Sold 8,100, 10% Debentures at Rs. 105 ex interest.
31/01/2024 Purchased 1,125, 10% Debentures at Rs. 101 ex- interest
28/02/2024 Sold 3,375, 10% Debentures at Rs. 106 cum- interest.

You are required to prepare Investment in 10% Debentures account in the books of Mr.
Gajanan for the year ended 31 March 2024.

OR

Q. 3 B) Following is the summarized Balance Sheet of Vinayak Itd; as on 31 March 2024.

(20)
Liabilities Amt. Rs. Assets Amt. Rs.
40,000 Equity Shares of Rs. Land & Building 15,00,000
100 each, Rs. 75 per paid up 30,00,000 | Plant & Machinery 15,00,000
Securities Premium 2,75,000 | Furniture 1,50,000
Profit & Loss account 6,00,000 | Investments 3,00,000
General Reserve 4,00,000 | Stock 2,55,000
Creditors 4,50,000 | Debtors 5,70,000
Bank Balance 4,50,000
47,25,000 47,25,000
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The Company decided to buyback 20% of its equity share capital at Rs. 120 per share,
out of profit. All the legal formalities were duly completed. The Company Sold its investments
for Rs. 3,07,500 and issued 750, 10% Debentures of Rs. 100 each at par.

You are requested to pass necessary journal entries and prepare Balance Sheet after
buyback of shares. (All legal formalities were duly completed)

Q. 4 A) Show the presentation of the following items under appropriate notes to accounts

forming part of the Balance Sheet of Sanket Ltd; (10)

Particulars Amount Rs.

Profit for the period 22,40,000
Transfer to Debenture Redemption Reserve 4,00,000
Capital Redemption Reserve 1,60,000
General Reserve 6,40,000
Capital Reserve 80,000
Securities Premium 2,40,000
Opening Balance of Profit and loss account 18,08,000
Transfer to General Reserve @ 5% ?
Interim Dividend Paid 4,00,000

B) On 1% April 2023 Bhupati held 50,000 fully paid Equity Shares of Rs. 10 each in
Ekdanta Ltd; at a book value of Rs. 15 per share. On 20" June 2023 he purchased another lot
of 10,000 shares of the company at Rs. 20 per share. On 31% July 2023, Ekdanta Itd; announced
a Bonus issue in the ratio of One Bonus share for every Six shares held. On 30" September
2023 Ekdanta Itd. issued a right shares at Rs. 15 per share, in the ratio of 3 right shares for
every 7 shares held. Shareholders were entitled to transfer their rights in full or in part.
Accordingly, Bhupati sold one third of his entitlement to another person for a consideration of
Rs. 5 per share.

Dividend for the year ended 31% March 2023 @ 20% were declared by the company
and received by Bhupati on 31% October 2023. On 1% January 2024 Mr. Bhupati sold 50,000
shares @ Rs. 20 per share.

You are requested to Prepare Investment account in the books Mr. Bhupati for the year ended
31 March 2024. (10)
OR
Q.4 C) Pass the journal entries for following individual transactions. (10)

1) Gabbar Itd; issued 10,000 Equity Shares of Rs.100 each at par.

2) Jay ltd; having 2,00,000 equity shares of Rs. 10 each decided to convert the shares
in to equity shares of Rs. 100 each.

3) Veeru Itd; having 20,000 Equity shares of Rs. 100 each decided to subdivide the
shares in to the shares of Rs. 10 each.

4) Basanti Itd; having 25,000 equity shares of Rs. 100 each decided to convert equity
shares in to equity stock.

5) Dhanno Itd; is having 3,00,000 equity shares of Rs. 10 each. The equity shareholders
of the company decided to surrender 90% of their holding to company under the scheme
of internal reconstruction.
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D) Amba Ltd; Furnishes the following information: (10)
Particulars Amount Rs.
45,000 Equity Shares of Rs. 100 each fully paid up 45,00,000
General Reserve 27,00,000
Profit & Loss account (Cr.) 3,00,000
Securities Premium 30,00,000
Long term Borrowings (Secured) 30,00,000
Long term Borrowings (Unsecured) 15,00,000

Keeping in view all the legal requirements, ascertain the maximum number of equity
shares that can be bought back by the company at a price of Rs. 300

Q. 5 A) Explain the sources and benefits of Buyback of Shares (10)
B) Explain Internal Reconstruction and its Methods (10)
OR

Q. 5 C) Write Short Notes (Any Four)
1) Whistle Blowing
2) Corporate Social Responsibility
3) Accounting Standard Setting Process
4) Right Shares and Bonus Shares
5) Long term Borrowings
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