CH-1V/CC-VIII(4-2 CH)/24

B.Com. 4th Semester (Honours) Examination, 2024 (CBCS)
Subject : Financial Accounting-III
Course : CC-VIII (4-2 CH)

Time: 3 Hours Full Marks: 60

The figures 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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1. Answer any ten questions from the following: 2x10=20
RS 2ol @ @ @ ™5 s et e ¢
(8YWhat is redeemable preference share?
SARCARIY SR R I @2
(Y 'What are the sources from which preference shares can be redeemed?
@I @F BT (AT AT R T ARedy 91 Qe
\(,(‘/)’What do you mean by convertible debenture?
FABIAIY HAg @00 FI QI 2
(" What do you mean by consolidated balance-sheet?
AT GO IS F QIR ?
Mhat do you mean by Amalgamation of companies?
IR AP J=TCe B QI 2
\LQ/What is pre-acquisition profit?
ArF-ifdaRe e e
(g)‘f—low do ybu calculate minority interest?
RETYeE 7Y 9N Feir T a2
(h) What is Inherent Goodwill?
AGS AN FICE T ?
(1) What do you mean by intrinsic value of\ share?

(RN DETIRS T 0o F @I 2
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(j) What is the purpose of ‘capital reduction account’?
TeTe ZeRe AR -aF S e
\Mhow the journal entry regarding debentures issue at par but redeemable at a premium.
TR Weisig [/ a2 wfgea «faeiy 99 e sicmt 7ilRen orne |
(I) What is Purchase Consideration?
TFR-2ffonia e
(m) What is Amalgamation Adjustment Account?
‘el Newsel o e
\919/ Differentiate between Holding Company and Subsidiary Company.
@FR @i ¢ w’limg @=ifRg e sAide @)
\gar)’ What do you mean by Non-Trading Assets?
S-S e e F @I

2. Answer any four questions: 5%4=20
@ (@A 51 2viT Ted Mie 2

(a) Distinguish between Pooling of Interest Method and Purchase Method of Amalgamation

of companies. 5
@AIFPIEE 9FAFAEER Pooling of interest method '€ Purchase method 7 &y #1123
I

(b) The capital structure of X Ltd. is given below:

Equity share capital (X 100 each) < 18,00,000
12% preference share capital (X 10 each) I 9,000,000
10% debentures < 13,00,000
13% term loan % 24,00,000
Reserves and surplus -3 6,00,000

The average profit of the company before payment of interest and income tax is ¥ 14,00,000.
. 5 .

The income tax rate is 25%.

Calculate the value of equity shares of the company assuming price earnings ratio is 10.

- J
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(¢) The capital structure of a company as on 31.3.2023 consisted of 20,000 equity shares of
Z 10 each fully paid-up and 1000, 8% Redeemable Preference shares of ¥ 100 each fully
paid up. Undistributed reserves and surplus were as under: S L

General Reserve T 80,000
Balance in statement of profit and loss < 32,000
Securities premium < 12,000

Cash at bank amounted to ¥ 98,000. Preference shares are to be redeemed at a premium
of 10% and for the purpose of redemption, the directors are cmpowered to make fresh issue
of equity shares at par after utilising the reserves and surplus subject to the condition that
a sum of T 25,000 shall be retained in General Reserve.

Pass necessary journal entries to give effect to the above arrangement and also all relevant
workings, assuming that the company’s financial statement complies with accounting standard.

4+1
G 2 T

\(9/ Calculate the value of goodwill under a) 5 years purchase of super profit method and
b) capitalisation of average profit method from the following information:

(i) Capital employeed as per last Balance Sheet T 6,30,000
(ii) Normal rate of profit 10%
(iii) Net profit before tax (tax rate 35%)

1st year ¥ 1,05,000; 2nd year Z 1,45,000; 3rd year ¥ 1,75,000; 4th year ¥ 2,00,000;
5th year ¥ 1,50,000;

(iv) Non-trading income Z5,000 and interest on long-term borrowings ¥ 10,000 on an
average included in the statement of profit and loss.

(v) Fixed assets revalued by Z 20,000 more than the Balance Sheet value.

Use simple average method for determining profit and ignore depreciation on increase in

value of fixed assets. 3+2
TRE 2 TR
u,eﬁ/ The following balances appeared in the books of A Ltd. as on 01-04-2023:
13% Debentures Account T 14,00,000
Debenture redemption fund account T 12,70,000

Debenture redemption fund investment
(nominal value = cost) T 12,70,000

The companies sold its investment for Z 15,00,000 and redeemed the debentures at par on
1st April, 2023.

Prepare 13% Debenture Account, Debenture Redemption Fund A¢count and Debenture

Redemption Fund Investment Account in the books of the company. 1+2+2
3G 2 TRy
\@/ Explain the need for valuation of shares. 3

CRICEE PR AEeame! Gl St «



CH-IV/CC-VIII(4-2 CH)/24 (4)

3. Answer any two questions from the following: 10x2=20
NoT & T 715 el Beq we ¢
(a) The Balance Sheet of Bad Luck Ltd. as on 31-03-2023 is as below:

Amount %)

I. Equity and Liabilities

1. Shareholders’ funds:
(a) Share Capital
(1) equity share capital (X 10 each)

7,50,000
1,50,000

(i) 7% cumulative preference share capital  100)

(b) Reserves and Surplus

Balance in statement of profit and loss

2. Non-Current Liabilities

(7,50,000)

Long-term borrowing-8% debentures
3. Current Liabilities

1,50,000

Trade payable Trade creditors 7,50,000

10,50,000

II. Assets
1. Non-Current Assets:
(a) Fixed Assets
(1) Tangible Assets:

Building 1,50,000
6,00,000

60,000

Machinery
(i1) Intangibles (Goodwilly
2. Current Assets:
(a) Inventories (Stock)
(b) Trade Receivables-SundIy Debtors
(¢) Cash and Cash Equivalents-Bank

90,000
1,35,000
15,00
10,50,000

Total

Note: Contingent liability for arrear preference dividend for 3 ye;ars.
A Scheme of internal reconstruction is approved by the court in the following lines:
(@) Paid-up valye of equity share capital is to be reduced to 10%.

(b) Preference shareholders are to be issued 8%, 7 preference shares of T 10 each in exchange
of each existing preference share.
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(c) Preference shareholders are to be issued similar preference share for one-third of arrear
dividend. The balances of arrear dividend are to be cancelled.
(d) 8% Debenture holders agreed to sacrifice 20% of their claim for increase of interest to 10%.
(e) Building is valued at ¥ 2,25,000.

() Losses and intangible assets are to be written off.
Pass necessary journal entries giving effect to the above scheme and prepare a revised

Balance Sheet of the company.

TG 2 UG

\@/On 1st July, 2022 H Ltd. acquired 24,000 shares of ¥ 10 each in S Ltd. at a cost of ¥ 3,40,000.
The balance sheets of the two companies as on 31st March, 2023 were as follows:

H Ltd. S Ltd.
Equity and Liabilities
Shareholders’ Funds
Share Capital (share of ¥ 10 each) 15,00,000 4,00,000
Reserves and surplus 10,00,000 4,70,000
Current Liabilities:

Trade payables 5,00,000 2,04,000

Total 30,00,000 10,74,000

Assets
Non-Current Assets

Fixed Assets:

Tangible 12,50,000  4,00,000
Intangible (goodwill) 5,00,000 1,40,000
Investment 3,40,000 e
Current .Assets: .

Inventories 3,00,006 80,000
Trade receivables 4,70,000 3,30,000
Cash and Bank ._ 1,40,000  1,24,000

Total 30,00,000 10,74,000
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Notes to Accounts:

1. Reserves and surplus:
General reserve (on 01-04-2022)
Surplus account

2. Trade payables:
Creditors for goods
Bills payable

3. Trade receivables:
Debtors for goods
Bills receivable

plus 25%.

Prepare the consolidated Balance Sheet of two co

TG 2wy

(c) " Answer any two questions from the following:

N @ I 75 el Twa e

(1) Distinguish between asset backing method and earning capacity method of valuation

of shares.

H Ltd. ®

6,00,000

4,00,000
10,00,000

3,60,000

1,40,000
5,00,000

3,50,000
1,20,000

4,70,000

On 1st April, 2022 the surplus account of S Ltd. had a balan

a dividend of 15% was paid in September, 2022. The bills
bills issued in favour of H Itd. which company still held Z
S Ltd. Half of the closing inventories of S Ltd. represents goods supplied

80,000 of the

S Ltd. ®

3,00,000
1,70,000
4,70,000

84,000
1,20,000
2,04,000

2,70,000
60,000

3,30,000

ce of ¥ 80,000 out of which
payable of S Ltd. represented
bills accepted by
by H Ltd. at cost

mpanies as on 31st march, 2023.

5+5=10

mmwmmf%%fw%%emwﬁ%@s%ﬁamwwaﬂ

preference shares.

ARy SR g HRICER T @il 3w, 201397 [ERENER G e

) Distinguish between internal reconstru
AR Tereg e AR @ AR AmeTTTR ey N e
as at 31st March, 2023:

(d) The following is the trial balance Alfa Ltd.
==

Discuss the provisions of the Companies Act, 2013 relatin g to redemption of redeemable

ction and external reconstruction.

Debit ) Credit })
Stock on Ist April, 2022 80,000 | ..
Purchase and sales 2,50,000 4,00,000
Purchase et p. 5,000
Carriage “inward 1,050 | .
Wages 25,000 | @ .
Salaries 10,000 | ..
Discount reeeived | 4,000

Fumiture and fittings
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Debit (<) Credit )
Rent 5,000 -
Sundry expenses 8250 | -
Balance of profit and loss (01-04-2022) | -——- 25,000
Share capital (subscribed and paid-up) ¥10 each| - 1,00,000
Interim dividend 8000 [ = ——-
Debtors and creditors 26,200 15,500
Plant and machinery 1,23,000‘ -----
General Reserve e 10,000
Patent 4000 | -
Bills Receivable and Bills Payable 3,000 4,000

5,63,500 5,63,500

Prepare Statement of Profit & Loss for the year ended 31st March, 2023 and Balance Sheet
as on that date as per schedule-III of the Companies Act, 2013, taking into consideration

the following adjustments:

(a) Stock on 31st March, 2023 was valued at I 98,000.

(b) Depreciate plant and machinery @15% and furniture and fittings @10%.

(c) On 31st March, 2023 outstanding rent amount to ¥ 800 while outstanding salaries amounted

to ¥ 1,200.
(d) Make a provision for doubtful debts @5%.
(e) Provision for tax i to be made @30%.

(f) The directors proposed dividend @10% for the year ended 31st March, 2023 excluding
interim dividend and decided to transfer ¥ 10,000 to General Reserve.

(g) Patents have a life of 4 years.
TG o 7RI

-




