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1. K Ltd. produces product X which passes through two processes before it is completed
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and transferred to finished stock. The following data relates to April, 2025 :

Particulars Process-1| Process-2| Finished Stock
®) ®) ®)
Opening stock 7,500 9,000 22,500
Direct materials 15,000 15,750 -
Direct wages 11,200 11,250 -
Factory overheads 10,500 4,500 —
Closing stock 3,700 4,500 11,250
Inter process profit included in opening stock — 1,500 8,250

Output of process 1 is transferred to process 2 at 25% profit on the transfer price.
Output of process 2 is transferred to finished stock at 20% profit on the transfer price.

Stocks in process are valued at prime cost. Finished stock is valued at the price at

which it is received from process 2. Sales during this period is ¥ 1,40,000.

Prepare: (1)

NA-101

)
3)

Process Accounts

Finished Stock Account

Statement showing total profit and unrealised profit

OR
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1. The following information relating to production of Process 2 is available : 14
(1) Opening stock 800 units at I 5,520
(2) Transfer from Process-1, 5,100 units at ¥ 10,200
(3) Transfer to Process-3, 4,600 units
(4) Expenses of Process 2 :
Direct Material ¥ 4,480
Direct Labour ¥ 13,140
Overheads 317,520
(5) Units scrapped : 400 units
(6) Closing stock : 900 units
(7) Normal loss is 10% of production and scrap realized X 2 per unit.
(8) Degree of completion :
Particulars | Opening stock| Abnormal loss| Closing stock
Material 70% 100% 60%
Labour 60% 70% 40%
Overheads 60% 70% 40%
Prepare statement of Equivalent production, statement of evaluation and Process 2
account using FIFO method.
2. The production of Dev Manufacturing Company Ltd. passes through three processes,
before it is transferred to finished stock. The following information are obtained : 14
Particulars Process-1 | Process-2 | Process-3
Raw Materials introduced (at ¥ 0.60 per| 6,000 - —
unit) (%)
Direct Materials () 8,500 9,500 5,500
Direct Wages () 4,000 6,000 12,000
Direct Expenses (3) 1,200 930 1,340
Normal Loss (percentage of input) 10% 5% 10%
Sale value of wastage (per unit ) 0.20 0.50 1.00
Actual Output units 9,200 8,700 7,900
Production overheads were ¥ 16,500, which are absorbed as percentage of direct wages.
From the above information, you are required to prepare Process Accounts and
Abnormal Wastage or Gain Accounts.
OR
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(A) Write short note on: Joint products and By-products.

(B) Write short note on: Normal loss and Abnormal loss.

3. A Ltd. and B Ltd. were amalgamated on and from 1-4-2025. A new company C Ltd.
was formed to take over the business of existing companies. Following are the Balance
Sheets of both the companies as on 31-3-2025 : 14

Particulars Note A Ltd. B Ltd.
® )

I. EQUITY AND LIABILITIES:
(1) Shareholders' Funds:
(a) Share Capital :

Equity Share Capital of ¥ 100 each 12,50,000 | 10,00,000
fully paid up

(b)  Reserves and Surplus :

General Reserve 2,50,000 | 2,25,000
Revaluation Reserve 1,00,000 50,000
Invest. Allowance Reserve 40,000 10,000
Profit & Loss A/c 50,000 75,000

(2) Non-Current Liabilities :
(a) Long Term Borrowings:
15% Debentures 2,00,000 1,00,000
(3) Current Liabilities:
(a) Trade Payables: Creditors 1,10,000 40,000

Total 20,00,000 | 15,00,000

II. ASSETS:

(1) Non-Current Assets :

(a) Fixed Assets 15,00,000 | 10,50,000
(2) Current Assets 5,00,000 | 4,50,000
Total 20,00,000 | 15,00,000
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Additional Information :

(1) 15% Debenture holders of A Ltd. and B Ltd. are discharged by C Ltd. issuing
such number of its 10% Debentures of ¥ 100 each so as to maintain the same

amount of interest.

(2) C Ltd. will issue 4 equity shares for each equity share of A Ltd. and B Ltd. The
shares are to be issued at ¥ 30 each and having a face value of ¥ 10 per equity

share.

(3) Investment Allowance Reserve is to be maintained for 2 more years.

Assuming that the amalgamation is in the following two forms, prepare Balance Sheet

of C Ltd. as on 1-4-2025 :

The amalgamation is in the form of purchase or the amalgamation is in the form of

merger.
OR
3. What is amalgamation of companies? Discuss the purposes of amalgamation. 14
4.  The following are the Balance Sheets of R Ltd. and A Ltd. as on 31-3-2021. 14
Particulars Note| R. Ltd. A Ltd.
®) ®)
I. EQUITY AND LIABILITIES :
(1) Shareholders' Funds:
(a) Share Capital: Equity share capital 7,00,000 -
of X 100 each fully paid up
Equity share capital of ¥ 100 each — 5,00,000
% 50 paid up
(b) Reserves and Surplus :
General Reserve 90,000 1,00,000
(2) Non-Current Liabilities :
(a) Long Term Borrowings :
12% Debentures 3,00,000 2,00,000
(3) Current Liabilities :
(a) Trade Payables:
Creditors 2,50,000 1,00,000
Bills Payable 60,000 48,000
Total 14,00,000 9,48,000
NA-101 11 P.T.O.



II. ASSETS:

(1) Non-Current Assets :

(a) Fixed Assets : Tangible Assets 9,60,000 5,50,000
(b) Non-Current Investment :
(M.V. % 1,50,000) — 1,10,000
(c) Other Non-Current Assets :
Preliminary Expenses 50,000 28,000
(2) Current Assets 3,90,000 2,60,000
Total 14,00,000 9,48,000

On 1-4-2021, R Ltd. agreed to absorb A Ltd., on the following conditions :

(1) The Fixed Assets of R Ltd. as shown in the books are 20% less than the market
value, whereas the Current Assets of A Ltd. includes stock worth ¥ 92,000 which

is overvalued by 15%.

(2) The purchase consideration was to be satisfied by issue of 4 fully paid equity
shares of R Ltd. in exchange of 10 equity shares of A Ltd. on the basis of intrinsic

value of their shares and balance amount in cash.

Prepare necessary accounts in the books of A Ltd. and pass necessary entries in the

books of R Limited.

OR

4. What is Absorption of Companies ? Discuss the purposes of Absorption.

5. Select correct option : (Any Seven)

(1) Which item is not recorded in Process Account ?
(A) Donation (B) Salary

(C) Wages (D) Material

NA-101 12
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Per unit cost of final product will be equal to the per unit amount of Abnormal

loss or gain.

(A) True (B) Incomplete

(C) False (D) Cannot say

From the following, which item is not relevant in process accounting ?
(A) Escalation (B) By product

(C) Inter-process method (D) Abnormal gain

In the equivalent production of Process Account method, which statement is to be

prepared to find material cost per unit ?
(A) Statement of cost (B) Statement of evaluation
(C) Process account (D) Statement of equivalent production

Net Asset minus Capital Reserve is

(A) Purchase consideration (B) Total assets

(C) Goodwill (D) None of the above

While calculating purchase consideration,  value of asset is to be considered.
(A) Book value (B) Capital value

(C) Average price (D) Revalued price

Both of the old companies will not exist in

(A) Internal reconstruction (B) Absorption
(C) External reconstruction (D) Amalgamation
13 P.T.O.



(8) When liquidation expenses are paid and borne by seller company, then it is

debited to
(A) Bank account (B) Capital reserve account
(C) Goodwill account (D) Realization account

(9) The shares received from the new company is recorded at -

(A) Face value (B) Intrinsic value
(C) Average value (D) Market value
(10) When company purchases the business of another company, comes into
existence.
(A) Internal reconstruction (B) Amalgamation
(C) External reconstruction (D) Absorption
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