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CE-101-A : Financial Accounting — I

Time : 2 Hours]

Instructions : (1) All Questions in Section — I carry equal marks.
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(2) Attempt any Two questions in Section — 1.

(3) Question 5 in Section — I is Compulsory.

Section — I

[Max. Marks : 50

1. Jay, Javal and Jaimin are partners sharing profits and loss in the ratio of 2 : 3 : 5. They

decided to dissolve the partnership firm on 31-3-2020. Their Balance Sheet as on that

date was as follows : 20
Liabilities 3 Assets 3
Capital : Fixed Assets 13,00,000
Jay - 2,36,000 Current Assets 4,00,000
Javal - 3,24,000 Cash Balance 60,000
Jaimin - _3,90.000 | 9,50,000 | Profit & Loss A/c. 40,000
General Reserve 1,60,000
Javal’s Loan 1,00,000
Jaimin’s Loan 1,00,000
Creditors 2,00,000
Bank Overdraft 3,00,000
18,00,000 18,00,000
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Assets realized :

On First call (30-4-2020) - ¥ 3,00,000
On Second call (31-5-2020) — ¥ 2,60,000
On Third call (30-6-2020) — ¥ 3,04,000

On Fourth call (31-7-2020) — ¥ 4,30,000

Additional Information :
(1) A bill of ¥ 50,000 due on 15-7-2020 was discounted.

(2) Contingent liability is estimated at ¥ 50,000 which is paid for ¥ 45,000 on
30-6-2020.

(3) Dissolution expenses were estimated at I 20,000 but actual expenses incurred
were 3 15,000.

Prepare statement showing Piecemeal distribution of cash according to the

surplus capital method.

2. Foram Limited issued 20,000 equity shares of ¥ 10 each at a premium of ¥ 2 per share

payable as follows : 20
On Application — <2
On Allotment — %5 (including premium)
On First Call - X3
On Final Call - X2

Applications were received for 25,000 shares and allotment was made prorata to the
applicants of 24,000 shares. Money overpaid on the application was transferred to

allotment account. Remaining applications were rejected.

Shlok to whom 500 shares were allotted failed to pay the allotment money and first
call. His shares were forfeited before final call. Shubham failed to pay first and final

call on his 600 shares and his shares were also forfeited after final call.

Out of the shares forfeited, 900 shares were issued to Shyam as fully paid for ¥ 8 per

share, which includes all forfeited shares of Shlok.

Pass necessary Journal Entries in the books of Foram Ltd.

MK-119 8



Following is the Balance Sheet of Ram Partnership Firm : 20
Liabilities 4 Assets 4
Capital : Building 6,00,000
A - 5,50,000 Machineries 5,00,000
B — 3.00,000 8,50,000 | Furniture 50,000
General Reserve 1,50,000 | Investments 50,000
Worker’s Accident (Market Value X 80,000)
Compensation Fund 50,000 | Debtors 1,25,000
10% Bank Loan 2,00,000 | Bad Debts 5,000 | 1,20,000
Workers profit sharing fund 50,000 | Stock 80,000
Provident Fund 70,000 | Cash & Bank 50,000
Creditors 50,000
Bills Payable 30,000
14,50,000 14,50,000
Rahim Limited was established with the purpose of purchasing the above business of
the firm. Following were the terms of purchase of business :
(1) Authorised share capital of the company consists of 1,20,000 equity shares of

T 10 each.

(2) Company will take all assets and liabilities of the firm other than debtors and
creditors on following conditions :

(a) Company will collect cash from debtors and will pay the creditors on behalf
of the against which company will get 5% commission on amount collected
from debtors and 2% on the amount paid to creditors.

(b) Goodwill of the firm was valued at ¥ 50,000, Buildings at ¥ 8,50,000,
Machineries were revalued at 20% less than book value, Furniture was
valued at 50%, investments were valued at marked value, stock at I 90,000.
Firm will keep 50% of cash and bank balance with it.

(c) Against purchase consideration, company will issue 80,000 equity shares at
10% premium and 12% preference shares of I 2,00,000 and remaining
amount will be paid in cash.

P.T.O.
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Additional Information :

(1) While collecting from debtors, bad debts amounted to I 5,000 and I 15,000 are
still outstanding from debtors. Remaining debtors paid their due at 5% discount.
Creditors were paid at 5% discount. Company settled the account by paying cash.

(2) Company issued remaining equity shares at par. Company would collect all
money in time.

Pass necessary Journal Entries in the books of Rahim Limited and prepare Balance

Sheet.

4. The Trial Balance of Hari Ltd. as on 31-3-2020 is as follows :

Debit Balance 3 Credit Balance 3

Land & Building 7,20,000 | Equity Share Capital 10,20,000
Plant & Machinery 6,00,000 | Share Forfeiture Account 6,000
Furniture 1,20,000 | Securities Premium 10,800
Purchases 5,40,000 | Capital Reserve 33,000
Cash & Bank 28,800 | General Reserve 72,000
Long-term Investment 3,000 | Provident Fund 42,000
Bad Debts 9,000 | 10% Debentures 1,20,000
Contribution to Provident Sales 11,10,000
Fund 3,600 | Creditors 1,80,000
Office Expenses 48,000 | Bills Payable 12,000
Salary 36,000 | Profit & Loss Statement —
Audit Fees 15,000 | Surplus (1-4-2019) 48,000
Director’s Fees 90,000 | Public Deposits 36,000
Interest on Debentures 6,000 | Sundry Incomes 5,400
Preliminary Expenses 9,000 | Bad Debt Reserve 4,800
Advertisement Expenses 9,600
Income-tax paid in advance 30,000
Debtors 3,00,000
Bills Receivables 18,000
Stock (1-4-2019) 30,000
Goodwill 84,000

27,00,000 27,00,000
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After considering the following informations, prepare Final Accounts as per

Schedule — III of Company Act, 2013.

(1) Closing stock is valued at ¥ 39,000.

(2) Make provision for taxation at ¥ 84,000.

(3) Provide 10% Bad Debts and 5% Bad Debt Reserve on debtors.

(4) Provide depreciation at 10% on Land and Building and 5% on other tangible
fixed assets.

(5) Write off preliminary expenses.

(6) % 10,000 is required to be transferred to General Reserve from current year’s
profit.

Section — II
5. Choose the correct option : (any five) 10

(1) In Piecemeal distribution of cash, the credit balance of Profit and Loss Account is
(a) deducted from Partner’s Capital A/c.
(b) added to Partner’s Capital A/c.
(c) should not be distributed
(d) deducted from cash

(2) In piecemeal distribution of cash, an amount of I 15,000 was kept aside for the
dissolution expenses, but the actual amount of expenses comes to I 20,000, then
(a) 20,000 deducted from cash
(b) 20,000 deducted from first instalment
(¢) % 15,000 deducted from first instalment and ¥ 5,000 will be added back to

the last instalment.
(d) T 15,000 deducted from first instalment and ¥ 5,000 will be deducted from
last instalment.

(3) Minimum amount required to call on application is as per Companies
Act.
(a %1 (b) 5% of face value
(¢ %10 (d) Amount decided by the company
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When shares are forfeited, then the amount called up on forfeited shares is
debited to

(a) Share Capital A/c. (b) Share Call A/c.

(c) Capital Reserve A/c. (d) Share Forfeited A/c.

The date of purchase of business 1-4-2020, date of incorporation 1-8-2020. The
date of year ending 31-12-2020. The interest of I 7,200 on purchase price is paid
on 31-12-2020. The interest for pre and post incorporation periods will be

(a) 3,200 and X 4,000

(b) 4,000 and X 3,200

(¢) Post incorporation ¥ 7,200

(d) Pre incorporation X 7,200

Director’s fees in profit prior to incorporation is to be allocated in the ratio of
(a) Time (b) Sales
(c) Only post incorporation (d) None of the above

When dissolution expenses of the vendor company is paid by the purchasing
company, account is debited in the books of purchasing company.

(a) Dissolution Expenses (b)  Goodwill

(c) Capital Reserve (d) Vendor Firm

Parva Ltd. has taken over Purvi Brothers, sundry assets at I 10,00,000 and the
value of goodwill at ¥ 1,00,000, other sundry liabilities at ¥ 8,00,000. Then the

purchase price of the business will be

(a) %2,00,000 (b) 2,50,000

(¢) 3,50,000 (d) ¥ 3,00,000

Securities Premium Account is shown in the Balance Sheet under the head of
(a) Share Capital A/c. (b) Reserve and Surplus

(c) Current Liabilities (d) Non-Current Liabilities

1,00,000 equity shares of ¥ 10 each, I 8 paid up on which 10% is the interim
dividend declared, then the amount of dividend will be

(a) 340,000 (b) 80,000

(¢) ¥ 1,00,000 (d) 50,000
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