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2021

FINANCIAL ACCOUNTING-III — GENERAL
Seventh Paper

(A-31-G)
(Accounting & Finance Group)
Full Marks : 100
The figure in the margin indicate full marks

Candidates are required to give their answers in their own words
as far as practicable.
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Selling and Distribution Expenses ... 320,000
Administrative Expenses ... 340,000
Cost of Sales ... 75% of Net sales
Income Tax ... 20% of Net profit before tax
Net Income after tax ... 396,000
Other Income ... 20,000
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(a) Equity share capital: 20,000 equity shares of ¥10 each fully paid

(b) Preference share capital: 2,000, 8% preference shares of 100 each fully paid

(¢) Reserves and Surplus: ¥ 1,00,000

(d) Trade Payables: 340,000

(e) Average normal profit after tax earned in each year by the company 360,000

(f) Transfer to General Reserves — Nil.

(g) Profit on revaluation of tangible assets — 340,000

(h) Fictitious items included in the assets of the company — 10,000

(i) Normal rate of return earned in respect of the equity shares of the same type of company is ascertained
at 10%.

(j) Ignore Goodwill
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(i) Asset-backing Method; @<}
(ii) Earnings Yield Method.
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So

Gross Profit - ¥1,76,000; Carriage Outwards - 36,400; Travelling Expenses - I9,600; Office
Expenses - ¥48,000; Rent and Rates - I24,000; Director’s Fees - ¥12,000; Depreciation on Fixed Assets

- 330,000; Debenture Interest - I11,200.
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(i) GP ratio was constant per month.

(i) Sales from 01.04.2019 to 30.06.2019 was I6,00,000 and from 01.07.2019 to 31.03.2020 was 326,00,000.
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Particulars Notes| H.Ltd S. Ltd
No 3 4
I. Equity and Liabilities
1. Shareholders’ Fund
(a) Equity Share Capital (X10 each fully paid) 5,00,000 | 1,50,000
(b) Reserves and Surplus
(i) General Reserves 2,00,000 | 1,30,000
(i) Profit & Loss Balance 2,50,000 | 1,00,000
2. Non-Current Liabilities — —
3. Current Liabilities
(a) Trade Payable 2,80,000 | 1,70,000
TOTAL 12,30,000 | 5,50,000
II. Assets
1. Non-Current Assets
(a) Property, Plant and Equipment
(i) Land and Building 5,50,000 | 2,20,000
(i) Plant and Machinery 2,00,000 | 1,00,000
(b) Non-Current Investment
(1) Investment in shares of S.Ltd. 1,80,000 —
2. Current Assets
(a) Inventory 1,10,000 | 1,40,000
(b) Trade Receivables 1,60,000 80,000
(c) Cash and Cash Equivalent 30,000 10,000
TOTAL 12,30,000 | 5,50,000
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Particulars Notes X.Ltd
No £4

I. Equity and Liabilities
1. Shareholders’ Fund

(a) Equity Share Capital (R10 each fully paid) 1,60,000

(b) Reserves and Surplus 1,44,000
2. Non-Current Liabilities

Long-term borrowings: 10% Debenture of 100 each 1,00,000
3. Current Liabilities

(a) Trade Payable 36,000

TOTAL 4,40,000
II. Assets

1. Non-Current Assets

(a) Property, Plant and Equipment 3,12,000

(b) Non-Current Investment —
2. Current Assets

(a) Inventory 81,000
(b) Trade Receivables 34,200
(c) Cash and Cash Equivalent 12,800
TOTAL 4,40,000
Notes on Balance Sheet (includes)
Particulars Amount(3)
1. Reserves and Surplus:
General Reserves 64,000
Profit & Loss Balance 80,000
1,44,000
2. Property, Plant & Equipment:
Land and Building 2,40,000
Plant and Machinery 72,000

3,12,000
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Following is the Balance Sheet of Z.Ltd. as on 31.03.2020:

Particulars Notes | Amount

I. Equity and Liabilities
1. Shareholder’s Fund

(a) Share Capital 1 10,00,000

(b) Reserves and Surplus: Profit & Loss Balance (3,00,000)
2. Non-Current Liabilities

Long-term borrowing: 10% Debenture 2,50,000
3. Current Liabilities

(a) Trade Payable: Creditors 2,50,000

TOTAL 12,00,000
II. Assets

1. Non-Current Assets

(a) Property, Plant and Equipment: Tangible Assets 7,00,000
2. Current Assets

(a) Inventory 1,80,000

(b) Trade Receivables 1,60,000

(c) Cash and Cash Equivalent 1,60,000

TOTAL 12,00,000
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Notes to the Balance Sheet (includes)

Particulars Amount(3)
1. Share Capital
Equity Share of ¥10 each fully paid 6,00,000
5% Preference Shares of 100 each fully paid 4,00,000
10,00,000
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Debit ] Credit ]
Stock as on 01.04.2019 1,50,000 | Share Capital (Equity shares of | 2,00,000
Purchases 5,00,000 | %10 each)
Wages & Salaries 50,000 | 6% Debenture 50,000
Furniture 20,000 | Sales 7,00,000
Rent & Taxes 15,000 | Discount 3,000
Administrative Expenses 25,000 | Profit & Loss Balance 30,000
Plant & Machinery 1,50,000 | Creditors 50,000
Debtors 70,000 | Bills Payable 20,000
Cash 15,000 | General Reserve 42,000
Bank 30,000
Interest on debenture 5,000
Long-term Investment 65,000
10,95,000 10,95,000
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[English Version]

Group-A
1. Answer the following questions: 2x6
(a) As per Schedule III of the Companies Act, 2013, mention one sub-head under each of the following
heads:
(i) Non-current Liabilities; (ii) Current Assets

Or,

How would you show proposed dividend while finalising the accounts of a company?
(b) Write two benefits of Accounting Standard.

(c) What is normal profit?
Or,
What is super profit?

(d) What is a Holding Company?
Or,
What do you mean by ‘Minority Interest’?

(e) How would you show Minority Interest in the Consolidated Balance Sheet?
(f) What is meant by Business Acquisition?

Group-B
Answer the following questions. 5x4

2. Name five techniques of financial statement analysis.
Or,
Name five users of Financial Statements.

3. Discuss any three limitations of Historical Cost Accounting.
Or,
What is GAAP? Mention three advantages of it.

4. Briefly discuss the relationship between Accounting Theory and Accounting Practice.

5. Write short notes on:
(1) Doctrine of Conservatism;
(i1)) Doctrine of Disclosure.
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Group-C
Answer the following questions:

6. With the help of the following information for the year ended 31.03.2020, prepare a Common-size Income

Statement: 10
Selling and Distribution Expenses ... 320,000
Administrative Expenses ... 40,000
Cost of Sales ... 15% of Net sales
Income Tax ... 20% of Net profit before tax
Net Income after tax ... 96,000
Other Income ... 20,000
7. The following particulars of A.Ltd are given below: 10

(a) Equity share capital: 20,000 equity shares of ¥10 each fully paid

(b) Preference share capital: 2,000, 8% preference shares of X100 each fully paid

(¢) Reserves and Surplus: ¥1,00,000

(d) Trade Payables: 340,000

(e) Average normal profit after tax earned in each year by the company 360,000

(f) Transfer to General Reserve — Nil.

(g) Profit on revaluation of tangible assets — 340,000

(h) Fictitious items included in the assets of the company — 10,000

(i) Normal rate of return earned in respect of the equity shares of the same type of company is ascertained
at 10%.

(j) Ignore Goodwill.

Compute the value of the company’s share by
(i) Asset-backing Method and
(i1) Earnings Yield Method.

Or,

B.Ltd. was formed by taking over the existing business of C.Ltd. with effect from 01.04.2019. But the
company was incorporated on 01.07.2019. No entries were made relating to the transfer till 31.03.2020.
On that date, the following balances were found to determine the net profit: 10

Gross Profit - ¥1,76,000; Carriage Outwards - 36,400; Travelling Expenses - 39,600; Office
Expenses - I48,000; Rent and Rates - I24,000; Director’s Fees - I12,000; Depreciation on Fixed
Assets - ¥30,000; Debenture Interest - I11,200.

Other information:

(i) GP ratio was constant per month.
(ii) Sales from 01.04.2019 to 30.06.2019 was %6,00,000 and from 01.07.2019 to 31.03.2020 was 326,00,000.

Show the pre and post-incorporation profit.



(9)

(R(IID)-Financial Accounting-111-G-7(A-31-G))

Group-D
Answer the following questions:

The following information is also available:

(a) H.Ltd. acquired 12,000 equity shares of S.L.td. on 01.04.2019 at a cost of 1,80,000.

8. The Statement of assets and liabilities of H.Ltd. and its subsidiary S.Ltd. as at 31.03.2020 stood as follows:

16
Particulars Notes| H.Ltd S. Ltd
No 4 4
I. Equity and Liabilities
1. Shareholder’s Fund
(a) Equity Share Capital (10 each fully paid) 5,00,000 | 1,50,000
(b) Reserves and Surplus
(i) General Reserves 2,00,000 | 1,30,000
(i) Profit & Loss Balance 2,50,000 | 1,00,000
2. Non-Current Liabilities — —
3. Current Liabilities
(a) Trade Payable 2,80,000 | 1,70,000
TOTAL 12,30,000 | 5,50,000
II. Assets
1. Non-Current Assets
(a) Property, Plant and Equipment
(i) Land and Building 5,50,000 | 2,20,000
(i) Plant and Machinery 2,00,000 | 1,00,000
(b) Non-Current Investment
(1) Investment in shares of S.Ltd. 1,80,000 —
2. Current Assets
(a) Inventory 1,10,000 | 1,40,000
(b) Trade Receivables 1,60,000 80,000
(c) Cash and Cash Equivalent 30,000 10,000
TOTAL 12,30,000 | 5,50,000

(b) On 01.04.2019, balance of General Reserve of S.Ltd. was ¥70,000 and the balance in the Profit and
Loss was 340,000.

(¢) Debtors of H.Ltd. includes 320,000 for goods sold to S.Ltd.
You are required to prepare Consolidated Balance Sheet of H.Ltd. with its subsidiary S.Ltd. as at
31.03.2020.

Or,
What is a Consolidated Balance Sheet? Why is it necessary to prepare Consolidated Balance Sheet in
case of Holding Company? How would you treat unrealised profit on stock in case of consolidation of
balance sheet? 4+6+6
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9. X Ltd. is absorbed by Y Ltd. on 31.03.2020 on which date the Balance Sheet of X.Ltd. was summarized
as follows: 16

Particulars Notes X.Ltd
No £4

I. Equity and Liabilities
1. Shareholders’ Fund

(a) Equity Share Capital (X10 each fully paid) 1,60,000

(b) Reserves and Surplus 1,44,000
2. Non-Current Liabilities

Long-term borrowings: 10% Debenture of 100 each 1,00,000
3. Current Liabilities

(a) Trade Payable 36,000

TOTAL 4,40,000
II. Assets

1. Non-Current Assets

(a) Property, Plant and Equipment 3,12,000
(b) Non-Current Investment —

2. Current Assets

(a) Inventory 81,000
(b) Trade Receivables 34,200
(c) Cash and Cash Equivalent 12,800

TOTAL 4,40,000

Notes to Balance Sheet (includes)

Particulars Amount(3)
1. Reserves and Surplus:
General Reserves 64,000
Profit & Loss Balance 80,000
1,44,000
2. Property, Plant & Equipment:
Land and Building 2,40,000
Plant and Machinery 72,000
3,12,000

The consideration payable to X.Ltd.:
(a) A cash payment of I110 for every Debenture in X.Ltd.

(b) An exchange of 3 equity shares of 5 each (quoted in the market at 6 each) in Y.Ltd. for every
share in X.Ltd.

(¢) A further cash payment of I3 for each equiry share in X.Ltd.

You are required to prepare necessary ledger accounts in the books of X.Ltd. to close the books of accounts
and journal entries in the books of Y.Ltd. Expenses on liquidation were %6,000.
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Or,

Z.1td. undertook the following scheme of internal reconstruction:

(i) The equity shares to be reduced to ¥4 per share fully paid.

(ii) Preference shares were to be converted into 7%, Preference shares of 70 each fully paid.
(iii) To revalue Property, Plant and Equipment at I5,50,000 and inventories at I1,00,000.

(iv) Sundry Creditors agreed to give up 1/5th of their claims.

(v) To write off the loss and to write down the value of assets as in (iii) above.

Following is the Balance Sheet of Z.Ltd. as on 31.03.2020:

Particulars Notes | Amount
No ]
I. Equity and Liabilities
1. Shareholder’s Fund
(a) Share Capital 1 10,00,000
(b) Reserves and Surplus: Profit & Loss Balance (3,00,000)
2. Non-Current Liabilities
Long-term borrowing: 10% Debenture 2,50,000
3. Current Liabilities
(a) Trade Payable: Creditors 2,50,000
TOTAL 12,00,000
II. Assets
1. Non-Current Assets
(a) Property, Plant and Equipment: Tangible Assets 7,00,000
2. Current Assets
(a) Inventory 1,80,000
(b) Trade Receivables 1,60,000
(c) Cash and Cash Equivalent 1,60,000
TOTAL 12,00,000
Notes to the Balance Sheet (includes)
Particulars Amount(3)
1. Share Capital
Equity Share of %10 each fully paid 6,00,000
5% Preference Shares of 100 each fully paid 4,00,000
10,00,000

Pass journal entries to record the above transactions and prepare the revised Balance Sheet after implementation

of the scheme.
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10. The Trial Balance of P.Ltd. as on 31.03.2020 is as below: 16
Debit 4 Credit 4

Stock as on 01.04.2019 1,50,000 | Share Capital (Equity shares of | 2,00,000
Purchases 5,00,000 | %10 each)
Wages & Salaries 50,000 | 6% Debenture 50,000
Furniture 20,000 | Sales 7,00,000
Rent & Taxes 15,000 | Discount 3,000
Administrative Expenses 25,000 | Profit & Loss Balance 30,000
Plant & Machinery 1,50,000 | Creditors 50,000
Debtors 70,000 | Bills Payable 20,000
Cash 15,000 | General Reserve 42,000
Bank 30,000
Interest on debenture 5,000
Long-term Investment 65,000

10,95,000 10,95,000

Additional information:

(i) The authorised capital of the company is ¥5,00,000
(ii) Stock as on 31.03.2020 is 1,96,000
(iii)) Depreciate Plant & Machinery and Furniture at 10%
@iv) 10% of net profit is transferred to Reserve.

From the above information, prepare Statement of Profit and Loss for the year ended 31.03.2020 and a
Balance Sheet as on that date.



