IMNNERNRERNINE DCB - 210 (COMM-UG)

Second Year B.Com. Degree Examination, Augnst/September 2008
Directorate of Correspondence Course
- FINANCIAL ACCOUNTING -II

Time :. 3 Hours Max. Marks : 70

PART - A

Answer any FIVE questions. 2 marks each : ' (2x5=10)

9.

10.

11.
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. Define holding Co. with example.
. Write a note on calls in advance.,

- What do you understand by redemption of debentures ?

What do you mean by liquidation of Zompanies ?
What do you mean by forfeiture of £hares ?

(3x10=30)

purces from which

What do you meay' by ifsue of bonus shares ? Statd\the
bonus shares can be issed:

Explain the following
a) Subsidiary Co.

b} Unrealised profit

¢) Minority interest

d) Pre acquisition and post acquisition profit

¢) Cost of control. |

Shanthala Lid., offered to the public 20,000 equity shares of Rs. 100 each at a
premium of Rs. 10 per share. The payment was to be as follows -

On application  Rs. 20

On allotment Rs. 40 (including premium)

On 1%t call Rs. 25

On second call Rs. 25

P.T.O.
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12.

13.

Applications were received for 35,000 shares allotment was made prorata to
applicants for 30,000 shares. The remaining applications were refused. Money
overpaid on applications was utilised towards sum due on allotment.

Mahesh to whom 1000 shares were allotted failed to pay the allotment and call
money and Suresh to whom 2000 shares were allotted failed to pay the two calls.
All these 3hares were forfeited after the second call. All forfeited shares were
reissued to Kumar as fully paid up at Rs. 80 per share. Give Journal entries in the
books of the Co.:

‘2’ Co. Ltd., went into voluntary liquidation on 31-3-2006. You are required to
prepare the liquidators final statement of account allowing for his remuneration
at 2% on the amount realised on assets and 2% on the amount distributed to
unsecured creditors other than preferentive crs. Other information is as follows

Unsecured creditors Rs. 4,48,000
Preferential creditors Rs. 1,40,080
Debentures Rs. 1,50,000
The assets realised the following s

Rs,
Cash in Hand 30,000 &
Land and Building 2,64 DG ( g’% _
Plant and Machinery 223600 ey
Fixture and fittings ﬂ 0 -

The liquidation expenses Ont tm L AE -' Oof Rs. 2 per share on the
partly paid 20,000 equity shates ma y paid€¥cept in case of one share
holder owning 1000 gharey’ '

On 31-3-2007, the Palancé sheet of Harish Ltd., discloseq the ¥ollowing position :

Liabilities Rs. - gsets Rs.
Subscribed capita: zaﬁuﬂ‘)edwi!! 80,000
Rs. 10 each fully paid 8,00,000 Other fixed assets 10,00,000
General Reserve 3,80,000 Current assets 8,00,000
Profit and Loss A/c 2,40,000
14% debentures 2,00,000
Creditors 2,60,000

18,80,000 18,80,000

On the above mentioned date, the tangible fixed assets were independently valued
at Rs. 7,00,000 and goodwill at Rs. 1,00,000. The net profit for the three years
were 2004-2003 Rs. 2,06,400, 2005-2006 Rs. 2,08,000 and 2006-2007 Rs. 2,06,600
of which 20% was placed to general reserve, this proportion being considered
reasonable in the industry in which the company is engaged and where a fair
return on investment is taken at 15%. Compute the value of share by

a) The Net Assets Method

b) The Yield Method, Ignore Taxation.
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PART - C
Answer any TWO questions. 15 marks each :
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(2x15=30)

14. Define goodwill. Explain the factors influencing the value of goodwill and also

state different methods of valuation of goodwill.

15. The Balancesheet of Smart Co. 1.td., as follows :
Liabilities Rs.  Assets Rs.
6% Pref. shares of Rs. 10 each 1,20,000 Goodwill 1,00,000
Eq. shares of Rs. 10 each 80,000 Buildings 1,10,000
Debentures 1,00,000 Plant 90,000
Creditors 82,000 Stock 83,000
‘ General reserve 84,000 Debtors 70,000
Profit and loss A/c 0000 -RBD _3,500 66,500
B/R 4,000
Cash 32,500
456,000 4,86,000
A New Co. called the Best Co,/Was formed Yo gmrshase the business of the above
concern. All the assets excepefhsh and credfixs\were transferred to the new
venture the purchase price wayy A '
1) The allotment of 11, S%e@ref. shares of Rs. l%h 1y paid for every 10 pref.
shares held.
2) 20 Eq. shares of Ry 10 edch crecﬁéém 9 paid$Ar syery 16 Eq. shares held.
3) Sufficient debengiires 16 enable the existing debentyure hilders to be satisfied
at a premium of/5% on their holdings by the issue of debentyres in the best Co.
The expenses of vinding came to stt;ﬁ% Show the necessary ledger accounts
1n the books of/Smart. Cno_ 1.td
16. Following is the Trial Balance of Mahesh Trading Co. Ltd as on 31-3-2006.

Share capital (8000 shares of Rs. 10 each)
Stock on 1-4-2006
Purchase and sales
Returns

General trade expenses
Wages

Salaries

Travelling exp.
Advertisement

Rent and Rates
Discount received
Bank interest

80,000

51,000
2,20,000
3,800
1,800
12,000
18,700
3,200
1,550
4,900

850

3,30,000
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" Bad debts ; 2,500 -
Buildings . 95,000 -
Plant and machinery 98,000 -
Debtors and creditors 54,900 55,500
Loan . - 75,000
Cash 1,400 -
Reserve fund ' - 23,000
Preliminary exp. 1,100 -
P&L Alc — 5,000

5,70,700 5,70,700
Advertisement :

17.

1) Provide Rs. 25,000 for taxation.
2) Dividend at 10% on share capitalis to by provided.
3) Transfer Rs. 10,000 to reserveAund
4} Stock on 31-3-2006 was valded ap'Rs>40,000.
i P .
5) Depreciate plant and machingzy 4t 10%. ‘{2
6) Outstanding wages Rs. @ dnd salary Ry, 2080
Prepare Tradiilg and P/L AGYP Appropriatio % and Balance sheet.
On 31-3-2007 the following bélance EheratArun D }p its subsidiary Kiran Ltd,
stood as follows : '
Liability Afun 144 Kiran Ltd, Assels Atyn Ltd. KiranLtd.
Eq. capital 16,00,000 4,00.000 ¢ Eiged assets ~ 11,00,000  2,00,000
General reserve” 3,00,000 1,340,000 75% of shares of

P/L Al 1,80,000 1,10,000  Kiran Lid. (at cost) 5,60,000 —
Creditors 2,40,600 1,60,000 Stock 2,10,000 3,54,000
Other cumrent assets 4,50,000 2,56,000

23,20,000 8,10,000 23,20,000 8,10,000

Prepare a consolidated balancesheet as on 315t March 2007 after taking in to
account the following information :

1) Arun Ltd. acquired shares on 31, July 2006.
2) Kiran Ltd. earned a profit of Rs. 90,000 for the year ended 31, March 2007.

3) In January 2007 Kiran Ltd. sold to Arun Ltd. goods costing Rs. 30,000 for

Rs. 40,000. On 31% March 2007 half of these goods were lying unsold in the
godowns of Arun 1td.
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(2x5=10)

(3x10=30)
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