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Paper VII—CORPORATE ACCOUNTING
(Admission of 2006 onwards)
Time : 3 Hours : Maximum Marks : 55

(Write your Roll No. on the top immediately on receipt of this question paper.)

Note :—  Answers may be written either in English or in Hindi; but the same medium should

be used throughout the paper.
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Note :—  The maximum marks printed on the question paper are applicable for the studends
of the régular colleges (Cat. A). These marks will, however, be scaled up proportionately -
in respect of the students of NCWEB/SOL at the time of posting of awards for compilation

of result.
Instructions for the candidates
(1) Al questions are compulsory.
(2)  All questions carry equal marks. Show all workings clearly as part of the answer. :

(3) Use of simple calculator is allowed.
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Mercury Ltd. issued a prospectus inviting applications for 10,000 shares of Rs. 10 each at

a premium of Rs. 2 per share payable as folloWs.:
On Application Rs. 3

On Allotment Rs. 5 (Including Premium)

On First Call Rs. 3

On Final Call Re. 1

Applications were received for 16,000 shares. Pro rata allotment was made on applications

for 12.000 shares and 4.000 share applications were rejected.

Mr. A who had 200 shares, failed to pay the allotment money. And on his failure to pay

the first call also. his shares were forfeited.

Mr. B, the holder of 300 shares, failed to pay the two calls and his shares were forfeited
after the second call. Of the shares forfeited, 400 shares were sold to “C* credited as fully

paid for Rs. 9 per share, the whole of Mr. A’s shares being included.

Pass necessary journal entries and show relevant extracts in the Balance Sheet of the company

as per the Companies Act. : 11
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(@) What are the conditions for buy back of equity shares ? 3

(b) The capital structure of Venus Ltd. consists of 50,000 equity share's of Rs. 10 each
and 2,000, 8% redeemable preference shares of Rs. 100 each fully paid up. Undistributed

reserves and surplus stood as under :
General Reserve Rs. 1,40,000
P & L A/c Rs. 50,000.

Securities Premium A/c Rs. 24,000

P.T.O.
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Cash and Bank amounted to Rs. 1.96,000. Preference shares are to be redeemed at
a premium of 10% aqd for the purposé of redemption, the directors are empowered
to make a fresh issue of equity shares at par after utilizing the undistributed reserves

~ and surplus, subject to the condition that a sum of Rs. 40,000 shall be retained in General

Reserve.

Pass the journal entries to give effect to the above arrangements assuming that the company

could not trace the holders of 100 preference shares. 8
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Galaxy Ltd. issued Rs. 20,00,000, 10% debentures on 1st April, 2011. They were to be
redeemed on 31st March, 2014. For this purp;)se, the company established a sinking fund.
Investments are expected to earn 5% interest p.a. Sinking fund table shows that 0.317208
invested annually at 5% amounts to Re. 1 in 3 years. On 31 s{ March, 2014, the bank balance
was Rs. 8,40,000 before receiﬁt of interest on sinking fund investments. On that date, the
investments were sold for Rs. 13,15,000. Calculate the interest to the nearest of a rupee and
investments are made in multiples of Rs. 100. Entries relating to interest and TDS on debentures

may be ignored.

Prepare :

(i) 10% Debentures A/c

(ii) Sinking Fund A/c

(211) Sinking Fund Investments A/c and

(v) Bank A/c in the books of the company. 11
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What are the statutory provisions with regard to transfer of profit to reserve based on

payment of dividend. 3

Universe Ltd. wants to redeem its 20,000, 8% preference shares of Rs. 10 each fully

paid up at 10% premium. The ledger accounts show the following balances :

Qecurities Premium 2000
P & L Alc ) 10000
General Reserve 15000

The company redeemed the preference shares by making minimum fresh issue of equity

shares of Rs. 10 each at 5% premium. Calculate the minimum amount of fresh issue '

_ of equity shares as pér the Companies Act. 3

A company purchased from the market its-own 200, 12% debentures of Rs. 100 each
at Rs. 90 on 31st December, 2013. Pass the necessary journal entries on 31st December

7013 when debentures are purchased cum-interest and cancelled immediately.

Debenture interest is paid on 30th September and 31st March. Accounts are closed on

31st March. 5
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. Anjana Ltd. agreed to acquire the business except cash of Manvi Ltd. as on 31st March,

2014. The summarized balance sheet of Manvi Ltd. on that date is as follows :

Equity and Liabilities - Rs. ‘
Share Capital :* 30,000 shares of Rs, 10 each 3.00.000
General Reserve 1,00,000
Profit & Loss Alc 40,000
12% Debentures : 50,000
Creditors ’ | | 20,000
Total 4 - 5,10,-000

Assets Rs.
Goodwill o 50000
Land and Building : 1.00.000
Plant and Machinery | 2.20,000
Stock in Trade | : 80,000
Sundry Debtors 30.000
Cashl at Bank A | 30,000
Total ‘ 5,10.000
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The‘fo‘llowing was ﬁumail'y'agfeed o
.-(i) A cash payment of: Rs.: 3.50 .for each -sharé of Rs. 10 e Manvi ..Ltd.
(i) - The issue of 45,060, Rs. 10 fully paid shares qf Anja_'n.a i,td. having éﬁ.agreéd yalué

~of Rs. 12.50 per share.

The deiacntures of Manvi Ltd. were d;scharged by issuing equivalent number of 1 1‘% debentures
~in Aﬂjana Ltd.‘
The mana‘gement of Anjana Ltd. r.evalued | the assets of Manvi Ltd. as

follows :
Land and Building at Rs. 1,68,000, Plant - Machinery at Rs. 450,000 ..S\tolck-in-tfade .
Rs. 70,000 dﬁd Debtors at their facf'le. .vallile sulﬁjeclt ’to an a!loia\'zance‘ of 4% to cover doubtful
debts.

prepﬁrg RealizlatiOn. Alc, Anjana Ltd. Ale, E‘qu'itly Sharehold¢rs VA/c and Bank A/c
in thc-l books of Manvi Ltd. and draft o'pening journal entries in the books of |

Anjana Ltd. e 4 TR ey

PG
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(@) What do you mean by purchase consideration as per AS-14 ? | ' 3
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(b) The following is thé Balance Sheet of Piuio I.td. as on 31st March, 2014 :
Equity and Liabilities | Rs.
Equity Share Capital : 2,00;000 equity shares of Rs. 10 each
~(Rs. 8 called up) ©16,00,000
10% Preference Share Capjtal (8000 shares of Rs. 100 each) 8.00,000
Profit & Loss A/c (loss) (8,00,000)
12% Debentures 1,30,000
Unsecured Loan . 3,20,000
Trade Creditors 1,56,000
Outstanding Expense 1,00,000
Total 23.,00,000
A;sets Rs.
Goodwill 90,000
: Land & Building ; 7,00,000
Plant & Machinery . 6,00.000 .
Investments 80,000
Inventories 3.60.000
Sundry Debtors 4,20,000
Cash at Bank 50,000
Total : 23,00,000
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Rs.
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00,000 -
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50,000

,00,000
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The company has been incurring persistent losses. The following scheme of feconstruction is

~ duly agreed and approved by the court

(i) Uncalled capital is to be called up in full and equity shares are to be reduced to

Rs. 4 each.

(ii) Preference Dividend was in arrears for 4 years which preférence shareholders agree

to forego.

(iii) 12% Debentureholders accept Rs. 65.000 worth 14% debentures in full satisfaction

of their claim.

(iv) Trade creditors are to forego 20% of their claims and a provision for doubtful debts

@ 5% is to be made against Sundry Debtors.

(v) Inventories are overvalued by Rs. 100,000 and machinery is to be brought down
to Rs. 4.00,000.

(vi) Write off goodwill and losses of the company.
You are required to pass necessary journal entries. 8

PTO.
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The foll_ov‘ving is the Trial Balaﬁce of Saturn Ltd. as at 31-3-2014 :

Debit Balances Rs. ~ Credit Balances ‘Rs.
Inventories (on 1-4-2013) 75,000 | Purchases returns 10,000
Purchase 2,45.000 | Sales 340,000
Wages 30,000 Discount Received 3.000
Carriage 950 | Profit & Loss Balance 15,000
Furniture 17,000 | Share Capital (Rs. 10 each) 1,00,000
Salaries 7500 | Creditors 17,500
Rent 4,000 General Reserve 15,500
Trade E.xpense 16,950 | Bills Payable ' 7,000
Debtors 27,500
Plant & Machinery 29,000
Cash .at Bank 45,300
Patents 4,800
Bills Receivable 5,000

5,08,000 5,08,000
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Rs.

),000
0,000
3,000
5,000
0,000
17,500
15,500

7,000

5,08,000

R s 1456

Additional information :

(i) Inventories on 31-3-2014 were Rs. 88,000.

(ii) Provide for Income Tax @ 35% and Corporate Dividend Tax at 16.995%.
(i) Depreciate Plant and Machinery at 15%, Furniture 10% and Patents at 5%.
(fv) Outstanding rent amounts to Rs. 800 and outstanding salaries Rs. 900.

(v) Provide Rs. 510 for doubtful debts.

(vi) Payment of dividend @ 15% per annum is recommended.

(vii) Transfer the minimum required amount to general reserve.

Prepare Profit & Loss Statement and Balance Sheet in proper form (as per revised schedule)

for the year ended 31st March. 2014 after taking into account the above adjustments. | 1
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Or
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From the particulars given below of J upiter Ltd., prepare the C ash Flow Statement as pér

AS-3 (Revised) using indirect method

Equity and Liabilities 31-3-2014 31-3-2013
Equity share Capital 9,30,000 6.30,000
Profil & Loss A/c : 2.80.000 2,64,000
General Reserve 55.000 ’ 46.000
10% Debentures 5,90,000 4.90,000
Creditors 45,000 40,000
Accrued Liability 7 24,000 18,000
Provision for Income Tax : 6.000 . 10,000

Total ' 19,30.000 14,98,000

(i

(v
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Plant

Depreciation

Less : Accumulated
Non-current investments 2.54,000 i
Inventory 2.20,000 "
Debtors 1.10,000
Cash 130,000
10,000

Discount on Issue of Debentures

0,000.

ation -

Additional inform
£ Rs. 16,000 for Rs. 1

() Sold plant costing Rs. 20,000 with book value O
Rs. 1,80,000 for Rs. 2.04,000. Some investments Were purchased

(ii) Sold investments costing

-2013.

for cash also.
¢ for plant on 31-3

(iii) Issued Rs. 50.000 of debentures at face value in exchang

d for cash also.

plants were purchase
2.000. Interest

Some

(jv) During the year interest received on long-term investments Was Rs. 1

as duly paid. ;
: 11

on debenture W
for tax made during the year was Rs. 14,000. ‘

(v) Provision
PTO.




2,80.000

55,000

5.90.000
45.000
24.000

6,000

19.30.000

14.,30.000

(2.06.000)
2,30,000
2.88.000 .
94.000
92,000

2.000

19.30,000

31-3-2013
6.30,000
2,64.000
46.000
4.90.000
40,000
18,000
10,000
14,98.000
31-3-2013
10,10.000
(1,36.000)
2,54.000
2.20,000
1,10.000
30,000
10,000

14,98.000
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() The following figures have been extracted from the books of Sun Ltd. and Moon Ltd.

for the year ended 31st March, 2014 -

Particulars Sun Ltd. Moon Ltd.
(in Rs.) (in Rs.) f‘
Revenue from Operations 72,00,000 - 46.,00,000 |
Earnings Before Interest and Tax (EBIT) 14.40,000 6.76,000
Current Assets 18.,00,000 8.50,000
Current Liabilities : 10,00,000 4.20,000
Average Trade Receivables 11,00,000 6.00,000
‘ Equity Share Capital 20.00,000 16,00,000
Reserve and Surplus 0000 2.50,000 :
Long-term loan ' 12,00,000 2._00.000

Note : Credit sales of Sun Ltd. and Moon [td. accounted for 80% of their total sales,

Calculate the following ratios for both the above-mentioned companies and comment on thejr
Comparative performance

() Net l;roﬁt Ratio

(iZ) Current Ratio

(iti) Trade Receivable Turnover Ratio

(iv) Return on Investment. : 8
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(3tean)

When an asset is classified as ‘current asset’ as per revised Schedule VI of the Companies

Act ? A : 3
What is the meaning of **Cash and Cash Equivalents™ as per AS-3 (Revised) ? 3

Briefly discuss the ‘Common-size Statement’ and “Trend Analysis’ technique of financial

statement analysis. 5
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