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

Ale-2- IRy

Time: (2'2 Hours) Total Marks: 75

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) State Whether the following statements are True or False (Any 10) (10 Marks)
1. Dividend on shares is calculated on the Market Price of shares.

2. After buy back of equity shares, debt-equity ratio should not exceed 1:!.

3. Reconstruction expenses are debited to Capital Reduction Account.

4. Unethical behaviour in Accounting record is always illegal.

5. As per the schedule III, the balance sheet can be prepared only in vertical form.
6. Investment Account is governed by AS 14.

7. Ex- Interest price includes the interest amount in cost of investment.

8. General reserve is a non- free reserve.

~ 9. CSR stands for Corporate Social Responsibility.

10. Public Deposit is secured loan.

11. Equity shares earned fixed earnings.

12. Only fully paid shares can be eligible for Buy back.

Q1. (B) Multiple Choice Questions (Any 10) (10 Marks)
1. Proposed dividend on Equity Shares is ;
a) Fixed Asset c) Non-Current Liability
b) Current Liability d) Unpaid Capital
2. Salary paid is shown under the head of
a) Finance Cost c) Employee Benefit Expenses
b) Other Income d) Other Expenses
3. Capital Redemption Reserve is created out of reserves.
a) General Reserve c) Profit and Loss Account
b) Dividend Equalization Reserve d) All of the above
4.Credit balance in Capital Reduction Account is transferred to
a) Profit and Loss Account ¢) Goodwill Account
b) Capital Reserve Account d) General Reserve Account
5.The term Ethics originally taken from
a) Latin c) French
b) Greek d) Persian
6. Accounting Standard Board (ASB) is constituted by
a) ICSI c¢) SEBI
b) ICAI d) ICWAI
7. Following is the Non-Current Liability
a) Income received in advance c) Creditors
b) Bank overdraft d) Debenture
8. IFRS is prepared by
a) ICAI c) IFBI
b) ICMAI d) IASB

9. Decrease in the value of Plant and Machinery on Internal Reconstruction Scheme will be__
a) Credited to Profit and Loss A/c  c¢) Debited to Capital Reduction A/c
b) Debited to Profit and Loss A/c  d) Credited to Capital Reduction A/c
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10. reserve is used for issue of bonus shares.
a) Capital Redemption Reserve ¢) General Reserve
b) Profit & Loss Ac d) All of the above
11.Trade Mark is shown in Company Balance Sheet under the head of
a) Tangible assets ¢) Inventories
b) Intangible Assets d) Other Current Assets
12.Loss on sale of shares is
a) Debited to Profit & Loss A/c ¢) Credited to Profit & Loss A/c
b) Debited to Trading A/c d) None of the Above
Q.2 (A) The following is the Trial Balance of Mercury Ltd. As on 3 1% March, 2024. (20Marks)
Debit Balance Rs. Credit Balance Rs.
Unpaid Calls 20,000 | 80,000 equity shares of Rs.10 each. | 8,00,000
Building 4,00,000 | Profit & Loss A /c (1-4-2023) 2,60,000
Machinery 3,00,000 | Capital Redemption Reserve 1,00,000
Bills receivables 12,400 | Sales 7,00,000
Investments 1,00,000 | Commission Received 800
Debtors 1,59,600 | R.D.D. 1,600
Bad debts 1,000 | Creditors 57,400
Manufacturing expense 16,000 | Bills payable 20,000
Carriage 14,000
Wages 20,400
Salaries and Wages 37,400
Rent, Rates and Insurance 15,000
Advertisement 24,000
Purchases 1,60,000
Bank Balance 3,00,000
Cash Balance 40,000
Opening stock 3,20,000
Total 19,39,800 | Total 19,39,800

Prepare Profit and Loss Account and Balance Sheet for the year 31* March, 2024 after taking into
consideration the following adjustments:

1. Charge Depreciation — Building at 5 %, Machinery at 10 %

2. Write off Bad-Debts Rs. 2,000 and make 5 % provision for doubtful debits.

3. Goods destroyed by fire Rs. 6,000, and Insurance Company admitted a claim for Rs 3,600

only.
4. Provision for Tax Rs.1, 00,000.
5. Stock on 31-03-2022 was Rs. 3,00,000

OR
Q.2 (B) The following is the Balance Sheet of Reliable Company Ltd as on 31* March, 2024.
(10Marks)
Liabilities Amount Assets Amount
Equity Shares of Rs. 10 each 6,00,000 | Goodwill 1,25,000
10 % Preference Shares of Rs. 3,00,000 | Patents 75,000
100 each Building 4,00,000
8 % Debentures 1,00,000 | Plant & Machinery 1,50,000
Creditars 1.50.000 | Stock 60.000

S
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Other Liabilities 50,000 | Debtors 40,000
Profit & Loss A/c 3,50,000
Total 12,00,000 | Total 12,00,000

Following scheme of reconstruction was approved by the court:

1. Paid up vale of Equity shares are to be reduced to Rs. 5 per share fully paid.

2. Paid up vale of 10 % Preference shares be reduced by Rs. 50 each fully paid.

3. 8 % Debentures agreed to forego 20 % of their claim and balance to convert into 10 %
Preference shares of Rs. 100 each.

4. Plant & Machinery and Building were revalued at Rs. 1, 65,000 and 4, 40,000 respectively.
5. Stock and Debtors are written down by 5 %.

6. All intangible assets and debit balance of profit and loss are to be written off.

Pass the necessary journal entries to record the above transactions.

Q.2 (C) Following is the Balance Sheet of Hitanshi Ltd. (10 Marks)
Balance Sheet As on 31% March, 2024
Liabilities Rs. Assets Rs.
2,00,000 Equity Shares of Rs.10 each fully paid. Land and Building | 10,00,000
- Security Premium 20,00,000 | Plant and Machinery | 10,00,000
Profit and Loss A/c 2,50,000 | Furniture 1,00,000
General Reserve 3,00,000 | Investments 2,00,000
Creditors 3,00,000 | Stock 1,70,000
3,00,000 | Debtors 3,80,000
Bank 3,00,000
31,50,000 31,50,000

The company decided to buyback 20% of its equity shares at par. All the legal provisions
were duly completed. The company sold investments for Rs. 2,05,000 and issued 500 8%
Debentures of Rs. 100 each at par, the amount was received in full.

Pass journal entries and prepare Balance Sheet after buy-back in the books of Hitanshi Ltd.

Q.3 (A) Following is the Balance Sheet of Shine Ltd. as on 3 1** March 2024 (20Marks
Liabilities Amount Assets Amount

Equity shares of Rs. 10 each Goodwill 3,00,000
fully paid 10,00,000 | Building 6,00,000

. 8% Cumulative Preference Equipments 2,60,000
shares of Rs.10 each fully paid 8,00,000 | Investments 1,20,000

7% Debentures of Rs. 100 each 5,00,000 | Inventories 4,50,000
Creditors 4,20,000 | Debtors 3,20,000
Loan from directors 60,000 | Cash & Bank 1,00,000
Profit and Loss Account 6,30,000

Total 27,80,000 | Total 27,80,000

Note: There was a contingent liability of Rs. 20,000.
Following scheme of Internal Reconstruction was approved by the Court:
1. 8% Preference Shares to be reduced to Rs.6 per share and final call was made
immediately to make it fully paid of Rs.10.
2. Equity shares to be reduced to Rs. 4 per share. Face value being the same.
3. The Debenture holders agreed to forego their claim by 20% and to convert into 8%
Preference Shares of Rs.10 each for the remaining.
4. Contingent liability was settled at Rs. 10,000.
Investments were sold for Rs.1, 00,000.
6. Directors agreed to accept 50% of their dues and to forego balance amount.

s
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7. Tangible Fixed assets be revalued as under: Building at Rs.6, 40,000; Equipment's at
Rs.2.40, 000.
8. All intangible assets and debit balance of profit and loss are to be written off.
Pass Journal Entries (without narration) and prepare Capital Reduction A/c and Notes on
Share capital in the books of Shine Ltd. after Reconstruction.
OR
Q.3(B) From the following information of Delta Ltd. prepare the Statement of Profit and Loss of
the Company for the year ended 31st March 2024 as per the provisions of the Companies Act

2013. (10Marks)
Particulars Amount
Sales 40,00,000
Interest Received 4,00,000
Materials Consumed 10,00,000
Opening Stock (F.G.) 4,00,000
Closing Stock of (F.G) 2,00,000
Salaries 2,40,000
Staff Welfare Expenses 60,000
Interest on Debentures 1,00,000
Interest on Loan from Bank 60,000
Depreciation on Building 60,000
Depreciation on Furniture 40,000
Miscellaneous Expenses 10,000
Lighting Charges 24,000
Commission (Dr.) 30,000
Discount Allowed 10,000
Carriage on Sales 12,000
Return Inward 1,00,000
Repairs and Maintenance 50,000
Insurance Premium 40,000
Rent, Rates and Taxes 48,000
Audit Fees 50,000
Advertisement 60,000
Provision for Income Tax 5,06,000

Q.3 (C) On 1% April, 2023 Mr. Rajesh holds 20,000 equity shares of Rs. 10 each in X Ltd.
At a cost of Rs. 3, 00,000. (10 Marks)

-On 1* July, 2023 he purchased 4,000 additional shares of the same company at a cost of
Rs.64,000.

-On 1* October,2023 company issued bonus of one share for every 6 shares held as on that date.
-On 1* January, 2023 he purchased right shares, announced by company at the rate of 2 shares
for every 5 shares held as on that date at Rs. 12 each.

-On 31% January, 2024 he purchased 2,000 additional shares of the same company at a cost of
Rs.36,000.

-On 1% February, 2024 he sold 1,000 shares for Rs.20 each.

Prepare Investment in Equity Shares Account in the books of Mr. Rajesh for the year ended 31
March, 2024.
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Q.4 (A) Mr. Shrinay give you the following details of his investments for the year ending 31%

March,2024 in 12% Debentures of Rs. 100 each in ABC Ltd. (20 Marks)
" No. of
Date Particulars Deliataies Terms
01-04-2023 | Opening Balance 2,000 Cost price Rs. 2,02,000
30-06-2023 | Purchase 1,000 Rs.103 Cum-Interest
01-09-2023 | Purchase 1,000 Rs.98 Ex-Interest
01-11-2023 | Sale 1,200 Rs.102 Cum-Interest
31-12-2023 | Sale 200 Rs.104 Ex-Interest
01-02-2024 | Purchase 600 Rs.97 Cum-Interest
01-03-2024 | Sale 400 Rs.105 Cum-Interest

Interest is payable half yearly on 30" September and 31* March every year. The books of
accounts are closed on 31* March every year. Prepare 12% Debenture Account in the books of
Mr. Shrinay for the year ended on 31 March, 2024.

Q.4 (B) Following is the Balance Sheet of Meta Ltd. as on 31% March 2024. (20 Marks)
e Balance Sheet As on 31* March, 2024
Liabilities Rs. Assets Rs.
50,000 Equity Shares of Rs. 5,00,000 | Fixed Assets 10,,00,000
10 each Investments 2,00,000
Securities Premium 1,00,000 | Debtors 1,50,000
General Reserve 2,00,000 | Stock 50,000
Profit and Loss A/c 3,00,000 | Bank balance 3,00,000
10 % Debentures 4,00,000
Trade Payables 2,00,000
17,00,000 17,00,000
Keeping in view all the legal requirements ascertain:
1. The maximum number of Equity shares that Meta Ltd. can buy back.
2. The maximum price it can offer.
Pass necessary journal entries and prepare its Balance Sheet after buy-back.
¥ Q5) A) What do you mean by E thics? Explain its Features and Scope. (10 Marks)
B) What are the sources of Buy Back? Explain the benefits of Buy Back. (10 Marks)
OR
Q.5 C) Write Short Notes (Any Four) (20 Marks)

Internal v/s External Reconstruction
Pre-acquisition Dividend.

i Need for Internal Reconstruction
2.  Whistle-blowing.

3. Capital Reduction

4.  Conditions of Buy Back

5.

6.
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