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I. (A) What do you mean by “Accounting Standard” ? Discuss its usefulness and the

Accounting Standard-9 issued by the Institute of Chartered Accountants of India
on ‘Revenue Recognition’ in detail. 14
OR
(1) A Ltd. introduced 10,000 units of raw materials in the process at conversion
costs amounting to I 1,000 per unit. Normal output is estimated to be 90%
of input, while actual output obtained was 8,500 units. Determine the total

cost of units of abnormal wastage to be charged to profit and loss statement. 7

(i)  On 1*" April, 2015, B Ltd. purchased a machinery costing ¥ 500 lakhs having
an expected life of 5 years. The company received government grant at 20%
for acquisition of the machinery, which was credited to the cost of the asset.
The machinery is depreciated at 20% on WDV basis. On 1% April, 2018, the
company had to refund the entire grant due to non-compliance of certain
conditions. Determine the revised book value of the machinery as per the

accounting treatment of ‘refund of grant’ in the books of B Ltd. 7

(B) Answer the following multiple choice questions, by selecting the most appropriate

OD-132

option. (Any four) 4
(1)  Asper AS-2, inventories mean tangible property held

(a) for sale in the ordinary course of business

(b) in the process of production for such sale

(c) for consumption in the production of goods or servies for sale

(d) All of above
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(ii)

(iii)

(iv)

(V)

(vi)

As per AS-2, “Historical cost” represents an appropriate combination of the

(2)
(b)
(©)

(d)

cost of purchase
cost of conversion

other costs incurred in the normal course of business in bringing
inventories upto their present location and condition

All of above

Which one of the following statements is incorrect with reference to AS-9 ?

(a)

(b)

(c)

(d)

(a)
(b)
(c)
(d)

It explains how to recognize income or revenue in Profit & Loss
Account.

Income or revenue includes any cash or consideration received by the
business enterprise in its normal course of operation.

Revenue is considered to be recognized, when the seller transfers the
possession of the goods to buyer with a condition that the ownership
will be transferred on full payment.

Revenue is considered to be recognized provided that the seller does
not retain any direct or effective control on goods so sold.

are not included in qualifying assets as per AS-16.
Short-term investments
Other inventories routinely manufactured
Other ready assets which are intended for use or sale after acquiring
All of above

As per AS-16 the capitalization of borrowing costs as a part of cost of

qualifying asset should commence, when

(a)

(b)
(c)

(d)

(2)

(b)

(c)
(d)

expenditure for acquisition, construction or production of a qualifying
asset is being incurred.

borrowing costs are being incurred.

activities that are necessary to prepare the asset for its intended use or
sale are in progress.

All of above.
is dealt with under AS-12.

The accounting policy adopted for government grants including the
method of presentation in the financial statements

Government participation in the ownership of the enterprise
Government assistance other than in the form of government grants

All of above
10



2. (A) From the following, prepare the Balance Sheet of C Ltd. as at 31% March as required
by Schedule-VI of the Companies Act. Give notes at the foot of the Balance Sheet

OD-132

(in%): 14
Particulars Dr. Particulars Cr.

Preliminary Expenses 52,500 | Equity Capital (Face Valueof ¥ 100) |  52,50,000

Bank Balance 6,47,500 |Loan from Banks 17,50,000

Advances 1,57,500 |Loan from Financial Institution| 10,50,000

Sundry Debtors 19,25,000 | Proposed Dividend 7,35,000

Calls in Arrears 17,500 |Loans (Unsecured) 7,00,000

Land & Building 45,50,000 |Sundry Creditors (for goods) 21,35,000

Plant & Machinery 31,50,000 |Profit & Loss A/cs. 14,00,000

Furniture 1,75,000 |Prov. for tax 2,80,000

Stock 35,00,000 |General Reserve 8,75,000

1,41,75,000 1,41,75,000

Additional information :

(1) Cost of Assets (a) Land & Building % 57,75,000, (b) Plant & Machinery
% 70,00,000, (c) Furniture ¥ 2,27,500.

(i1)) Debtors of ¥ 3,25,000 are due for more than six months.

(ii1)) Loan from Financial Institutions includes I 50,000 for interest accrued by
not due. It is secured by hypothecation of Land & Building and Loan from
Bank includes ¥ 50,000 for interest accrued and due. It is secured by
hypothecation of plant & machinery.

(iv) Bills Receivable for ¥ 1,00,000 maturing on 15" June, have been discounted.
The company had incomplete contract for erection of machinery at
¥ 1,00,000 as on 31% March.

OR

(1) Write a note on Audit of Cash Flow Statements. 7

(2) D Limited employs a manager and 3 whole-time directors. It pays 5%
Commission to the manager and 2% to each of the whole-time directors. The
commission payable to the manager is calculated on the profit left after
charging his commission and commissions of whole-time directors are
calculated on the profits left after charging their commissions and the
commission payable to the manager. Calculate net profit for managerial
remuneration and commission payable from the following : 7

11 P.T.O.



The Profit & Loss Account for the year ending on 31-3-2018

Particulars 3 Particulars 3
To Operating Expenses 4,90,000 |By Gross Profit 11,90,000
To Provision for | 1,75,000 |By Profit on sale of| 1,40,000
Depreciation Plant & Machinery
To Provision for Income-tax | 2,62,500
To Managerial 52,500
Remuneration
To Net Profit (Tr. to P & L | 3,50,000
App. Alc)
13,30,000 13,30,000

Other information :

(1)  Provision for depreciation included I 35,000 towards development

rebate.

(i) Operating Expenses included ¥ 70,000 towards cost of new show-

room.

(iii)) The original cost of plant sold was ¥ 5,25,000, the WDV was

¥ 3,85,000 and the sale proceed was X 5,60,000.

(B) Answer the following multiple choice questions by selecting the most appropriate

OD-132

option : (any four)
(i) Capital Profit =
(a) Sale Proceeds — Original Cost
(b) Book Value + Profit
(¢) Original Cost — Book Value
(d) Original Cost — Depreciated Value

(1) Where the effective capital of a company is I 100 crores or more, monthly

remuneration payable shall not exceed
(a) 75,000
(b) % 1,50,000
(¢) <2,00,000
(d) 2,25,000
(iii)) AS-6 on Depreciation is not applicable to
(a) Building
(b) Expenditure on research and development
(c) Machinery
(d) Plant

12




(iv)

comes into existence when taxable income is less than accounting

income due to timing differences.

(a)

(b)

(c)

(d)
)

Deferred tax liability
Current tax
Provision for tax
Deferred tax assets

is not covered in the meaning of “financial statements” under

section 2(40) with reference to a company.

(a)
(b)
(c)
(d)
(vi)
(a)
(b)
(c)
(d)

Profit and Loss Account
Balance Sheet
Trial Balance
Cash Flow Statement
is not relevant to ‘Audit Environment’.
Changing business and economic realities.
Recruitment and selection
Globalisation aspect

Mandatory accounting and auditing standards

3.  (A) E Limited had a stock of 52,500 containers as on 1% April, 2017, while the
customers had on hand 1,05,000 containers. The company buys these containers at

OD-132

T 10 per unit and charges them to customers at < 12. A credit of X 8 per unit is given
to customers when they return them. 14

During the year, the company purchased 70,000 containers, 1,57,500 containers

were sent to customers, while 1,33,000 containers were returned by the customers.

1225 containers were destroyed and 700 containers were sold as scrap for ¥ 1.20

per unit.

At the end of the year, there were 87,500 containers in the hands of the customers

for which return period has not expired. All stocks are valued at X 5.

Prepare Containers Stock Account and Containers Trading Account for the year
ending 31-3-2018.

OR
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(B)

OD-132

F Limited sells his goods in packages costing I 15 each. Packages are charged out
at ¥ 18 each to customers and credited at I 12 each if returned in goods condition
within three months. For stock taking purposes, all packages in factory and in the
hands of customers are valued at ¥ 10 each. (Newly purchased are valued at cost) : 14

On 1% April, 2017 Packages with firm 17,500
Packages with customers 31,500
During the year, Packages purchased 24,500
Packages sent to customers 49,000
Packages returned by customers 45,500

Packages sold as scrap (at I 2.50 each) 1,400
On 31% March, 2018 Packages with customers 28,000

Prepare Packages Stock Account and Packages Suspense Account for the year
ending 31-3-2018.

Answer the following multiple choice questions, by selecting the most appropriate
option : (Any three) 3

Answer Question No. (i) and (ii), by using following information :

A limited company supplies its products in containers. Following data is available
for the year 2017-18. Contains with customers (1-4-2017) 35,000; containers in
stock (1-4-2017) 49,000; containers purchased 3,500; containers sent to customers
2,10,000; containers returned by customers 2,20,500; containers scrapped 5,250,
containers with customers (31-3-2018) 21,000.

(1) containers retained by the customers.
(a) 3,500 (b) 4,000
(c) 4,500 (d) 5,000
(i1) containers in stock on 31-3-2018.
(a) 60,000 (b) 40,000 (¢) 50,000 (d) 57,750

(ii1)) In Containers Suspense A/c., items are shown at
(a) Return price (b) Cost price
(c) Purchase price (d) Market price
14



(iv) In Containers Provision A/c., is not shown on debit side.
(a) Containers returned by customers
(b) containers retained by customers
(¢) closing stock with customers
(d) containers sent to customers
(v) Cost of returnable containers in which goods are delivered would be
chargeable to
(a) Manufacturing Expenses A/c.
(b) Trading A/c.
(c) Profit & Loss Alc.
(d) None of above

4. (A) A trader sells computers on hire-purchase system and the accountant furnishes the

following information for the year 2017-18 : 14
3

2017 April, 1 Hire-Purchase (HP) Stock 2,05,650
Stock at shop 27,000
Instalments due but not received (customers still 52,500
paying)

2018 March, 31 Stock with HP customers (at HP value) 2,34,000
Stock at shop (cost price) 40,500
Instalments due but not received 23,400
Goods repossessed (instalments due ¥ 4,500) 1,125
Goods purchased during the year 3,51,000
Cash received from customers 4,09,500

Goods are sold so as to make a profit of 25% on hire purchase price. Find out the
profit of hire-purchase business by ‘Stock and Debtors method’ by preparing
necessary accounts.

OR
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(A) ()

(B)

OD-132

(ii)

Explain the meaning of ‘Leasing’ and also discuss various types of leases.

Distinguish between “Financial Lease” and “Operating Lease”.

Answer the following multiple choice questions, by selecting the most appropriate

option : (Any three)

(1)

(ii)

(iii)

(iv)

)

is the amount payable at the time of signing HP contract.
(a) Down payment (b) Cash price
(c) HP price (d) Interest
Under , the buyer gets only the possession of the article on signing

the contract but becomes owner till the last instalment is paid.
(a) instalment system (b) Hire-purchase system
(¢) Operating lease (d) Financial lease

which extends to the whole useful life of an asset and which is
not cancellable.

(a) Financial lease (b) Operating lease
(¢) Direct leasing (d) Service lease
Under , the lessor provides not only finance but also undertakes

servicing of the asset during the lease period.
(a) Financial lease (b) Operating lease
(¢) Direct leasing (d) Service lease
is not considered as an advantage of leasing.
(a) Flexibility to the lessee
(b) Saving of recurring cost of raising finance
(¢) Providing of full finance

(d) Absence of restrictions regarding future borrowings from banks
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