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SE-101 (A) Financial Accounting — I

(Adv. Acc. & Auditing)
Time : 3 Hours] [Max. Marks : 70

Instruction :  All questions carry equal marks.

1. (A) A, B and C are partners of a firm sharing profit & loss in the ratio of 5 : 3 : 2
respectively. They decided to dissolve partnership firm on 1-04-2012 :

The Balance Sheet of the firm on that date was as under : 7
Liabilities (4 Assets 4
Capital Accounts : Fixed Assets : 3,80,000

A 2,40,000 Stock 1,20,000

B 1,40,000 Debtors 1,40,000

C 1,20,000 5,00,000 | Cash balance 60,000

Profit & Loss A/c. 40,000 | Drawings :

Bank loan (secured) 80,000 A 20,000
Creditors 1,60,000 B 32,000

C 28,000 80,000

7,80,000 7,80,000

Assets realized as under :
- First Instalment ¥ 38,000, second instalment T 1,62,000.
— Third instalment ¥ 2,10,000.

An amount of ¥ 24,000 was kept aside for the dissolution expenses but the actual
expense was incurred < 20,000.

Prepare statement showing piecemeal distribution of cash among partners as per

‘Surplus Capital Method’.
OR
I. (A) (1) In which order, the cash received on realizing of assets are to be distributed
on dissolution of firm under piecemeal distribution of cash. 4
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(B)

(B)

2. (A)
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(2) M, N and O were the partners sharing profit and loss in the ratio of 2 : 2 : 1
respectively. Their capital were ¥ 42,000, ¥ 28,000 and T 25,000 respectively.
The debit balance of profit and Loss A/c was I 15,000 in the book of a firm.
After discharging all the debts, I 20,000 were realized from the sale of
Assets. What amount would be received by the partners according to
‘maximum Loss Method’. 3

Vinus Company Ltd. was incorporated on 30-06-2011 to purchase the running
business of Riva Traders from 01-04-2011. The company has received the
certificate of commencement of business on 31-08-2011. The following
information were taken from the company’s Profit & Loss A/c. for the year

ending. On 31-03-2012 : 7
(4 4

Administrative expenses 20,000 |Bad debts 6,500

Salary expenses 42,000 [(X 2000 before 1-7-2011)

Director fees 12,000 |Preliminary expenses 8,000

Income on Investments 5,000 |Depreciation on machinery| 15,000

Depreciation on Delivery 6,000 |Salesman Commission 4,500

van

Bad debts reserve 7,500 | Salesman salary 36,000
Gross profit 1,40,000

Other information :

(1) The average monthly sales of first three months were two times of remaining
nine months average sales.

(2) The purchase price of business I 6,00,000 was paid as on 31-7-2011 with
10% annual interest.

(3) The investments were purchased on 01-09-2011.

Prepare statement showing profit prior to and after incorporation.

OR
(1) State the uses of profit prior to Incorporation. 4
(2) How can be the loss prior to incorporation written off. 3

Mahima Company has issued 40,000 equity Shares of I 10 each to the public at a
premium of ¥ 10 per share. The amount was called per equity share as under : 7

—  On application X 5 per share (including security premium of ¥ 3)
—  On share allotment — X 10 per share (including securities premium of X 7)

—  On share first and final call — % 5 per share.

10



The company received 80,000 shares applications of the shares issued and
allotment is made as follows :

— 5,000 applications were rejected and amount refunded.
— 5,000 applications were allotted full shares.
—  Remaining shares were allotted pro-rata among remaining applicants.

Excess amount received on share applications were credited towards share
allotment.

On shareholder to whom 3,000 shares were allotted on pro-rata failed to pay
allotment and first and final call amount.

His shares were forfeited after making necessary process of Company Act. All the
forfeited shares were reissued at ¥ 9 per share as fully paid.

Pass necessary Journal Entries in the book of a company.
OR

2. (A) (1) A company issued 2,50,000 Equity Shares of ¥ 10 each at a premium of I 2
per share. Minimum subscription was decided of 2,00,000 equity shares. The
company received total 5,10,000 share applications. Out of which 10,000
share applications were rejected and amount refunded. The pro-rata allotment
was made to the remaining applicants. The amount called per share as under : 4

—  On share application X 2.00

—  On share allotment X 5.00 (including premium)
—  On first instalment X 3.00

—  On final instalment ¥ 2.00

One shareholder failed to pay allotment money on 2000 Equity Shares. Hence
his shares were forfeited after making first call. Thereafter the final call was
made which was fully paid.

Write only first four Journal Entries in the books of a company.

(2) Sapna Company Ltd. issued 60,000 equity shares of ¥ 10 each at a discount of
10%. One shareholder who hold 4,000 equity shares had paid only ¥ 3 on
share application. After making all calls his shares were forfeited. Out of
forfeited shares 2,000 shares were reissued as fully paid at ¥ 7 per share. 3

Write Journal Entries in the book of a company for forfeiture and re-issue of
forfeited shares.

(B) (1) Explain calls in arrears and calls in advance. 4

(2) State the provisions of Company Act regarding issue of share at a discount. 3

OR
(B) (1) From which sources company can purchase its own shares. State only four
provisions of Company Act regarding buy-back of share. 4
(2) Write note on ‘Sweat Equity Share’. 3
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3. (A)

3. (A)

(B)
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The Balance Sheet of Nirbhaya Ltd. as on 31-3-2012 is as follows :

Liabilities 4 Assets 3

25,000 equity shares of 2,50,000 |Fixed assets 3,25,000
% 10 each fully paid up
10%, 2000 redeemable 1,50,000 |Investments 75,000
preference  shares  of
100 each, 375 pald up Debtors 1.00.000
General Reserve 87,500 | Stock 52,000
Profit & Loss A/c. 37,500 | Bank Balance 90,000
Securities premium 17,000
Current liabilities 1,00,000

6,42,000 6,42,000

The company decided to redeemed redeemable preference shares at 10% premium
after complying with the provisions of section 80 of Company Act. For this
purpose the company issued 10,000 equity shares of ¥ 10 each at a premium of
20% and redeemed the redeemable preference shares. Pass necessary Journal
Entries in the books of a company for redemption of redeemable preference shares.

OR

(1) Shaun Company Ltd. wants to redeem 8%, 3,00,000 redeemable preference
shares of ¥ 100 each fully paid at a premium of 5%. There is a credit balance
of profit and loss account ¥ 60,000, general reserve I 65,000 and securities
premium A/c. ¥ 10,000 in the books of a company. Calculate how many new
equity shares would be issued at 10% discount.

Give Journal Entries in the books of a company for issue of new shares and
for written down premium on redemption.

(2) Write only Journal Entries in the books of a company regarding redemption
of preference shares.

The balances of Smita Company Ltd. as on 31-3-2012 is as under :

3
Authorised share capital ¥ 10 each 10,00,000
Paid up equity share capital of I 10 each, I 8 paid up 5,00,000
Profit & Loss A/c. (Credit Balance) 1,50,000
General Reserve 4,00,000

It was decided to use Profit & Loss A/c. for declaring bonus to make partly paid-up
shares as fully paid-up. Thereafter, it was decided to give two equity shares against
five equity shares held at a premium of 10% as bonus shares.

Write Journal Entries in the books of a company regarding Bonus Shares.
OR

12



4.

(B) (1) Whatis Bonus Share ? State the sources of Bonus Shares.

(2) Mention the advantages of Bonus Share.

The following is the Trial Balance of Krupa Ltd. as on 31-3-2012 :

Particulars Debit Credit
Balance Balance
) ()
Equity share capital I 10 each — 2,00,000
10% preference share capital of ¥ 100 each — 1,00,000
Purchase and sales 2,30,000 5,50,000
Stock (as on 1-4-2011) 30,000
Preliminary expenses 5,000
Goodwill 30,000
Salary & outstanding salary 35,000 10,000
Debtors — Creditors 1,70,000 40,000
Land — Building 2,00,000
Plant — Machinery 2,50,000
Furniture 20,000
10% debenture & interest on debenture 2,500 50,000
Calls in Arrears on equity shares 2,000 —
Bad debts 2,500 -
Fixed deposits - 20,000
General Reserve - 24,000
Profit & Loss A/c. (1-4-2011) - 26,000
Office expenses 18,000 —
Director fees 10,000 -
Selling — Distribution expenses 15,000 —
Bills receivable — Bills payable 18,000 7,000
Cash and Bank Balance 16,000 —
Investment in Government Securities 20,000 -
Provident Fund & Provident Fund contribution 5,000 50,000
Interest received on investment - 2,000
Total 10,79,000 | 10,79,000
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After considering the following adjustment prepare vertical final accounts of a company
with schedules for the year ended 31* March, 2012 :

(1)

)

)

4)
)

4. (A

TK-113

Calculate depreciation on land and building at 5%, on plant machinery and
furniture of 10%.

Transfer ¥ 30,000 to General Reserve and make a provision of ¥ 25,000 for
income-tax.

The Board of Directors has recommended dividend on Preference Shares and
T 1 per share on equity share.

The closing stock is valued at ¥ 70,000.

Write off 2 of the preliminary expenses.

OR
From the following information prepare vertical Profit and Loss A/c. with
schedules : 7
4 4
Administrative expenses 2,35,000 | Discount on debentures 8,000
written off
Rent & taxes 65,000 | Provident Fund 90,000
Salary expenses 1,20,000 | Provident fund contribution 20,000
Audit fee 7,000 | Depreciation fixed assets 40,000
Director fees 18,000 | Interest paid on debenture 16,000
Sales 16,70,000 | Previous year profit (Credit 70,000
Bal.)
Purchases 6,60,000 | Opening stock 75,000
Interest income on 12,000
Government Bond

Other information :

(1) Transfer ¥ 30,000 to General Reserve A/c. and make provision for income tax
< 45,000.

(2) The Board of Directors recommended 10% dividend on share capital of
% 6,00,000.

(3) The closing stock is I 95,000.

14



(B) From the following information, prepare Schedules of Current Assets, Loans &

Advances, Current Liabilities & Provisions and miscellaneous expenditure

according to Company Act : 7
4 4
Debtors 3,50,000 |Outstanding expenses 3,000
Creditors 2,00,000 |Provident Fund 1,25,000
Bills receivable 80,000 | Provision for income-tax 1,20,000
Bills payable 60,000 | Discount on debentures 10,000
10% debentures 1,00,000 | Underwriting commission 8,000
Prepaid income tax 35,000 |Unclaimed dividend 12,000
Closing stock 1,45,000 | Cash & Bank balance 65,000

Other information :
(1) Provide 5% Bad Debts Reserve on debtors.
(2) The company has declared % 50,000 dividend on equity shares.

5. In the following sub-questions more than one alternatives are given, out of which select
the correct alternative. show the necessary explanation or calculation in support of
answer : 14

(1)

2)

3)

4)

()

(6)

TK-113

X, Y and Z are partners of a firm sharing profit and loss in the ratio of 2 : 3 : 5
respectively and the capital of X, Y and Z are ¥ 1,60,000; % 1,80,000 and ¥ 60,000
respectively, then which partner’s capital should be considered as base ?

(a) X’scapital (b) Y’scapital

(¢) Z’scapital (d) No one’s capital

Depreciation on the assets purchased by company in profit and loss prior to
incorporation is divided.

(a) According to turnover ratio (b) According to time ratio

(c) Prior to incorporation period (d) Post to incorporation period
Loss prior to incorporation is written off against Account.

(a) Securities premium (b) Profit & loss

(c) Capital Redemption Reserve (d) Debenture Redemption Fund

Sweat Equity shares are issued by the company to its

(a) own shareholders (b) own employees

(c) own debentureholders (d) None of the above

A Co. Ltd. issued equity shares of I 100 each at a premium of 50%. The minimum
amount to be called per share on application as per Table — A :

(a) 15 (b)y %9

(¢) %750 (d X6

The amount of share forfeited Account is shown in the Balance Sheet of a company
as

(a) deducted from the share capital (b) Added in the share capital

(¢) Added in General Reserve (d) Deducted from the General Reserve

15 P.T.O.



(7)

(8)

)

(10)

(11)

(12)

(13)

(14)

TK-113

A Company Ltd. issued 2,00,000 equity shares of ¥ 10 each as fully paid up. The
company resolved to issue three bonus shares in the exchange of five shares at a
premium of 10%. How much amounts will be required for bonus shares from the
general reserve.

(a) < 13,20,000 (b) < 12,00,000

(¢) 5,40,000 (d) 10,00,000

When the shares are redeemed out of profits, a sum equal to nominal amount of
shares redeemed is to be

(a) Transferred to General Reserve A/c.

(b) Transferred to Debenture Redemption Fund A/c.

(¢) Transferred to Capital Redemption Fund A/c.

(d) Transferred to Development Rebate Reserve A/c.

Priya Ltd. issued 20,000 equity shares of ¥ 10 each at a discount of 10% in order to
redeem 9% of ¥ 2,50,000 redeemable preference shares. Then, what amount will be
required out of divisible profit ?

(a) 50,000 (b) 70,000

(c) 55,000 (d) 45,000

Out of which following accounts, the provision for redemption premium can not be
made ?

(a) From Share Forfeiture A/c. (b) From General Reserve A/c.
(c) From Profit & Loss A/c. (d) From Securities Premium A/c.
Outstanding expense is shown in the Balance Sheet under the heading of
(a) current assets, loan and advances.

(b) secured loans

(c) unsecured loans

(d) current liabilities and provisions

For preparing final accounts of a company, the preliminary expense written off is
shown in

(a) Profit & Loss Alc.

(b) Current Liabilities & Provisions

(c) Current Assets, Loans & Advances

(d) None of the above

Out of which following item is called as contingent liability :

(a) Unclaimed dividend (b) Uncalled amount on partly paid shares
(c) Prepaid expenses (d) Provident Fund amount to be paid

The share capital of a company is 40,000 equity shares of ¥ 10 each, ¥ 5 called up
per share. The company wants to declared 10% interim dividend. Then, how much
amount of dividend will be

(a) 340,000 (b) 48,000
(c) 24,000 (d) None of the above

16
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