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Second Year B.Com., Degree Examination
August / September 2011
Directorate of Correspondence Course
COMMERCE
FINANCIAL ACCOUNTING - II

Time: 3 hrs| [Max. Marks: 70/80

Instructions to candidates:

1. Students who have attended 30 Marks IA scheme will have to answer for
total of 70 Marks.
30 wosnd &o3oF sdg.im':g Wb Qe Panso 70 @Oy ga’-zfi’rf IO L.

2. Students who have attended 20 Marks IA Schemie will have to answer
for total of 80 Marks.
20 eosny &ozbs afa‘.aax:c‘) chst a;;%@m'w 80 eo#m" ga?m’zf wa’@xb@m

3. Note : Q.No. (18 or 19) in SECTION — D is compulsory for 80 Marks
Scheme only.

PART - A

Answer any FIVE of the following questions. 2 Marks each: 5X2=10
1. Define Holding Company.

Write a note on calls in Advance.

Write the meaning of ‘Debenture’

Who is liquidator?

What do you understand by forfeiture of shares?

Write the meaning of Absorption.

How shares are valued under net asset method.

= R R R

What do you mean by under writing of shares?

PART - B
Answer any THREE of the following questions. 10 Marks each: 3X10=30

9. Write the two journal entries for the issue of Bonus shares, and also writc the sources
from which Bonus shares can be issued.

10. Explain the following terms:
a) Minority interest
b) Pre acquisition and Post acquisition profits.
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11.

12.

13,

¢) Mention any four items of profits not available for Dividend.
d) Write the meaning of Amalgamation.

€) Write a note on purchase consideration.

IFood Products Ltd. issued 25,000 cquity shares of Rs. 10 each with a premium of Re
I per share; payable Rs. 3.50 on application (Rs 2.50 for share capital and Re | as

premium), Rs 5.00 on allotment and the balance on Two equal calls Both the calls
were made.

All money’s were received cxcept from one member who was allotted 300 shares,

who failed to pay any call. The Director’s forfeited there shares. Subsequently, the
Director’s reissued these shares for cash payment of Rs. 9 per share as fully paid.

Write the Journal entries for the above transactions.

Bad Luck Limited went into liquidation. Its assets realized Rs. 175.000 excluding the ™

amount rcalized by sale of securities held by the sccured creditor’s. The following
was the position.

Amount
Rs.

Share capital : 500 shares of Rs. 100 each 50,000
Secured creditor’s (Securities realized Rs. 17,500
20,000) :
Preferential creditor’s 3,000
Unsccured creditor’s 70.000
Debentures having floating charge on the 1,25,000
asscts of the company.
[Liquidation expenses 6,250

Liquidator is to be paid a commission of 2% on the amount actually paid to
unsecured creditors including preferential creditors. Prepare Ilquldators final
statement of Accounts.

Following in the Balance sheet of Nityananda Ltd as on 31 March 2008.
Liabalities Amount Assets Amount
Capital: Fixed Assets
3000 shares of Rs. 100 each | 3,00,000 | Land & Buildings 1,560,000
General Rescrve 50,000 | Machinery 1,00,000
Investments at Cost :
Profit & loss A/c 25,000 | (Market value of Rs. 40,000) | 45,000
Current Asscls
Creditors 40,000 | Debtors 1,00.000
Provision for Tax 20,000 | Stock 40,000
Provident fund 10,000 | Cash 10,000
5 4.,45,000 4.45.000
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Additional information:

1. Goodwill is taken at Rs. 50,000
2. Depreciate Machinery at 10% and increase land and Buildings to Rs. 1,80,000.
3. Provide 8% towards bad debts.

Calculate the value of the share under Net assct or intrinsic value method.

PART - C
Answer any TWO of the following questions. 15 Marks each: 2X15=30

14. What do you mean by Goodwill, write the precautions to be taken while valuing
goodwill and also bricfly explain the different methods of valuing Goodwill?

15. The following are the balance sheets of A - Company L.td and B. Company Ltd.

A Company Limited.
Amount Amount
Liabalities Rs Asscts Rs
Capital:
5000 Shares of Rs. 10 cach 50,000 | Buildings 15, 000
100, 6% Decbentures of Rs. 100 cach 10,000 | Machinery 55,000
Reserve Fund 17,000 | Stock 8,000
Dividend equalization Fund 2,000 | Debtor’s 7,000
Employees Provident Fund 1,500 | Cash 1,500
Trade Creditors 5,000
Profit & Loss Alc 1,000
86,500 86,500
B Company Limited.
Amount Amount
Liabalities Rs Asscts Rs
Capital:
1500 Shares of Rs. 20 each 30,000 | Machinery 25, 000
Trade Creditor’s 4,000 | Stock 4,000
Debtor’s 5000
(=) Reserve 500 4,500
Cash 500
34,000 34,000

The two companies agrec to amalgamate and form a new company called
‘C’ Company Itd. which takes over the assets and liabilitics of both the companies.

The assets of the ‘A’ Company Ltd are taken over at a reduced Valuation of 10%
with the cxception of building which is accepted at book value.

Both the companies are to receive 5% of the net valuation of their respective
business as their Good will.

Contd.....4



DCB 210 (Comm -

UG)

Page No....4

The entire purchase price is to be paid by ‘C* Company Ltd. in fully paid shares of
Rs. 10 each. In return for debentures in ‘A’ Company Ltd. debentures of the same

amount and denominations arc to be issued by ‘C’ Company I.td
capital is Rs. 1,00,000 in Rs. 10 shares. Give Journal entries to cl

Company Ltd & Show the opening Balance sheet of ‘C’ Co. Ltd.

16. The following were the balance sheets of Lar

: whose authorized
osc the books of *A’

ge L.td and Little Ltd as on 31 December

2008.
Liabilities Large Little Assets Large Little
Ltd 1.td I.td Ltd
Shares Capital: Rs Rs Rs Rs
Shares of Rs. 10 1,00,000 [ 20,000 Buildings 90,000 10,000
each
General Reserve 40,000 3,000 | Shares in Little 28,000 =
: Ltd at Cost
. Profit & Loss A/c 30,000 - Stock 25.000 8,000
" Creditors 20,000 7,000 | Debtors 35,000 7,000
Bank 12,000 2,000
Profit & Loss A/c - 3,000
1,90,000 | 30,000 1,90,000 | 30,000

When the Large Ltd acquired 80% of the shares in Little Ltd.

The latter had a credit balance to Profit & Loss Alc of Rs 2,000 and to General reserve
Rs. 3,000. The building of little limited were found to be overvalued by Rs. 1,000 at the
time of purchase of shares.

Prepare the consolidated Balance Sheet.

17. From the under mentioned Trial balance of “Hiriyur L.td”. Prepare a trading and
Profit & Loss A/c for the year ended 31 December 2008 and the balance sheet as on

that date.
Debits Amount Credits Amount

Opening Stock 30,000 | Equity share capital

Rent & Taxes 6,000 | (1000 Shares of Rs 100 Each) 1,00,000
_Purchases 60,900 | 5% Debentures 25,000
Wages 55,200 | Sales 1,75,000
Discount 1,500 | Creditors 8.000
Fuecl 2,570 | Bank overdraft 12,000
Building 70,000 | Discount 2,200
Carriage in ward 1,175 | Transfer fee 100
Sundry debtor’s 20,000 | Returns outward 100
Goodwill 28,000

Plant & Machinery 25,000

Loose tools 6,000

Advertisements 3,000

General Expenses 4,400

Bad debts 1,030
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Debenture interest
Half Year up to 625
30.06.2008
Miscellaneous expn - 1,000
Cash & Bank balance 3,000
Total 3,22.400 Total 3,22,400

a) The authorized capital of the company in Rs. 2,00,000

b) Stock on 31-12-2008 is Rs. 35,000

¢) Depreciate Plant & Machinery at 9% & Revalue loose tools at Rs. 4,100.
d) Allow 2% per cent discount on debtors and 2% as bad debts reserve.
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