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PG-219 MCO-3

M.Com. DEGREE EXAMINATION —
JUNE 2009.

(AY 2004—05 batch onwards)
First Year

ADVANCED FINANCIAL ACCOUNTING AND
ACCOUNTING STANDARDS

Time : 3 hours Maximum marks: 75
PART A — (3 x 5 = 15 marks)
Answer any THREE questions.

All questions carry equal marks.

1. Explain Rebate on Bills Discounted and how is it
treated in Banking Company accounts.

sfla) Qelig o amquid Wsrear Siene cllatdd@. e cumbis

SETEHEI L eTeeumm endWTeT ILI(HH DG

2. How will you value the shares of a company?

@ Blimingdler Lki@, ereueumm UG LL(H S g ?

Previous year old exam question papers and there answers available for free


http://www.howtoexam.com

http://www.howtoexam.com

3. The average capital employed by X Ltd. 1is
Rs. 30,00,000 whereas net trading profits before tax for
the last three years have been Rs. 14,60,000,
Rs. 14,45,000 and Rs. 15,20,000. In these three years
Managing Director was paid a salary of Rs. 5,000 p.m.
but now he would be paid a salary of Rs. 7,500 pm.
Nominal rate of return expected in the industry in
which X Ltd. engaged is 20%. Rate of tax is 50%.
Calculate the goodwill on the basis of two years
purchase of super profits.

X el Flmingder FOUBSSULL(HeTer Frmafl wsard e
30,00,000 jeursailen sLbg em am@seten cufla@ wp
bensw  ewrury  @erud  wpeenCGw  em.  14,60,000
. 14,45000, em. 1520,000 @Qps emm am(hsete
Gueremeny QuidEBhmEE Wwrsb . 5,000 aigb Fbuemd &
BT A& GUHLD Y ear(hsefley SelmeE wra ep. 7,500
aisd g5 wyey OQeuwiulirg. X L Hmiosder
lwrurygdle @ueurs erdiurrésu@b @eoru elldlsn 20%
aufl efldlsb 50% eramsCarant(h @@ UL Wens @
wpanuilé eflwruryssler BHGLWIT Senrés (H.

4. The following is the balance sheet of Weak Ltd. on

31.3.2007.

Liabilities Amount Assets Amount
1,00,000 Eq. shares of Land 1,00,000
Rs. 10 each fully paid 10,00,000 Plant & Machinery 2,30,000
Sundry creditors 1,73,000 Furniture & Fittings 68,000

Stock 1,50,000
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Liabilities Amount Assets Amount
Debtors 70,000
Cash at bank 5,000
Profit and Loss a/c 5,50,000
11,73,000 11,73,000

The approval of the court was obtained for the following
scheme of reconstruction :

(a) The equity shares to be reduced to Rs. 4 per share.

(b) Plant and Machinery to be written down to Rs.
1,50,000.

(¢)  Stock to be revalued at Rs. 1,40,000.

(d) The provision for bad and doubtful debts to be
created Rs. 2,000.

(e) Land to be revalued at Rs. 1,42,000.

Pass the necessary journal entries to give effect to
the above and prepare revised balance sheet after
reconstruction.

als i Blmwgder 31.3.2007 jetm @pLy Hlaned
@My ereumomm)

Qurmiiyy Qgrens Qargg Qzrens
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1,00,000 . 10 wppeugid Hlod 1,00,000
CeausHu Liki@ger 10,00,000 @Quibdrd 2,30,000
ubHLIe SLabCsHTT 1,73,000  wenearwienilsar 68,000
515G 1,50,000
sLeunreflger 70,000
Q&g 5,000

Qarupl L s/E 550,000
11,73,000 11,73,000
QpBlmod  Geateumnd  Erenwlingg  Bwammsen
ULge Gupliul (HeTerg
(=) umEs6r . 4 LHLILEE GmnssliuL Ceuem (L.

(=) Quidlrsdler wdHiemu ep. 1,50,000  wIULES

@opasLiuL Couar(HLb.

(@) &r&@ en. 1,40,000 eran miwd 9 Gouer(hib.
(F)  eupm&ssLen egis@ . 2,000. egiss Ceuar(hib.
(2-) Hleod em. 1,42,000 erem womindlidl. Ceuenr(hid.

Cuhandu ErenwliéE Csemeuwmen Lifeysamer &
53 ErenwliLs@ Wn@E 2-drer QUL Blened Swmt CFiis.

5. In a company, A hold 100 shares of Rs. 10 each on
which he has paid Re. 1 pre share as application money.
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B hold 200 shares of Rs. 10 each on which he has paid
Re. 1 on application and Rs. 2 on allotment money.

C hold 300 shares of Rs. 10 each on he has paid Re. 1 on
application, Rs. 2 on allotment and Rs. 2 on first call.

They all failed to pay second call money of Rs. 2 and
directors forefeit their shares. These shares of
Rs. 10 were reissued subsequently for Rs. 11 per share
as fully paid. Journalize the forfeiture and reissue
transactions.

@@ Bimwsded A eremueur 100 umigser ep. 10 eisbd
eeusglatarm  Sjeupdlen g LniE edlapranriin LRTD
eh. 1 ol (Hb QFeysdluararmi.

B erémueui 200 uki@gaser p. 10 aisb enecuggierermi
Sleupdler g LmiE ellarentiiu uewd ep. 1 OHMID
5. 2 &S (H LanTd ClFasdweremTir.

C erevueur 300 umi@ser . 10 eigb eneusgidrarmit
Seupilen g LikiE ellamenin Liewtd ¢h. 1 p. 2 @gsS. @
LewTLD HMID (LPFE SAepLIL| eh. 2 QlFe)sdlujerermi.

SlmeTal(Hd @QramLreug Aol ¢h. 2 CFsSsTs
STIQTSSTR  SjeUrgHeT UBRI@GSHmer emiindply]  Gelg
S UBIGSHEHD eh. 10 Ceqsdu unigserrs . 11 &@
wniCeuefluih Qewuger. emnikGpliyy whmib wnGeefui@k
speysafler @OILCU® uHe|samer (mHs.

PART B — (4 x 15 = 60 marks)

Answer any FOUR questions.
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All questions carry equal marks.

6. The following is the balance sheet of D, E and F who
were equal partners as on 1.6.2006.

Liabilities Amount Assets Amount
Bills payable 5,000 Cash 600
Creditors 6,000 Debtors 12,500
Capital accounts : Stock 11,400

D’s Capital 16,800 Furniture 2,400
E’s Capital 12,600 Building 19,500
F's Capital 6,000

46,400 46,400

They have agreed to take H into partnership and give
him fourth share in the profits on the following terms :

(a) That H should bring in Rs. 9,000 for goodwill and
Rs. 15,000 as capital.

(b) That one half of the goodwill shall be withdrawn
by the old partners.

(¢c) That stock and furniture to be depreciated
by 10%.

(d) That a liability of Rs. 1,080 be created against
bills discounted.

(e) That the value of building should be valued as Rs.
217,000.
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() That a provision of 5% on debtors be created for
doubtful debts.

(g) The value of assets and liabilities other than cash
are not be altered.

You are required to prepare profit and loss
adjustment account and opening balance sheet of the
firm as newly constituted.

@aemurer @eru Bl flgsgiLer D, E, F
eramueuflen gal L mamenoudien 1.6.2006 jenm @ L Hlenevs
@iy eremwommi,

Qummiiy Qgrens Qersg Qgrens

Qedg150H @MW Qrrésd 600
orHnél G 5,000 sLermeflser 12,500
UL ELGﬁEC@gWﬁr 6,000 sr&@m 11,400
D PED 16,800 wevemwenigseT 2,400
E@‘aj@ 12,600 sLligL b 19,500

F wsa 6,000
46,400 46,400

SibS e gl Lreflser H eremieieny Brendled e(m
Qaru ukidld Spsrand Hlubsmersear Cufld gl LremmeanLo
Carrsg) Qamerer (g6 CFLISETT.

(=) H eremueuir pHEuw®SsTs . 9,000 whmibd esearors
ep. 15,000 Qeqpiss Couant(hib.
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(=) BoGuwfle @remqd e LkiIms LW il L reflger
T (58 DFD@TLD.
(@) &réE wHmb waaruamilger 10% Cguiwreard g
Gouar(hLd.
()  sfley 2 amgwaussrar ep. 1,080 Qurmiiiy ghuBss
Couahm@Ld.

(20) sLligL b ep. 27,000 erer wmindliid Ceuer(hib.

(ear) sLamefllsdr WBarer 5% &rdg swssLer g
2 (HEUTSSLILIL L g)|.

(er) Qpmésbd sedly wHm CFTsSg LHNID GUTMLILGmeT
LIHOLD CEFlWLgLTg).

@eusileursHenanr  Qamarr(h  gal L mewrentoudler

NS IEH senrdE womib Gy Blae @il swurT CF
s

7. White Ltd. agreed to acquire the business of
Green Ltd. as on 31.12.2006 on which date the Balance
Sheet of Green Ltd. was summarized as follows :

Liabilities Amount Assets Amount

60,000 shares of Rs. 10 Goodwill 1,00,000
each fully paid 6,00,000 Land & Building 3,00,000
General Reserve 1,70,000 Plant & Machinery 3,40,000
Profit and Loss account 1,10,000 Stock 1,68,000
6% Debentures 1,00,000 Sundry Debtors 56,000
Creditors 20,000 Cash 36,000
10,00,000 10,00,000
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The consideration payable by White Ltd. was as
follows :

(a) A cash payment of Rs. 2.50 for every shares in
Green Ltd.

(b) The issue of 90,000 Rs. 10 shares at an agreed
value of Rs. 12.50 per share.

(¢) The issue of such an amount of fully paid 5% Rs.
100 debentures in White Ltd. at 96% as is sufficient to
discharge the 6% debentures in Green Ltd. at a
premium of 20%.

(d) The directors of White Ltd. valued Land and
Building at Rs. 4,00,000 and created a provision of 5%
on debtors against doubtful debts.

(e) The expenses of liquidation of Rs. 6,000 were paid
by White Ltd.

Give journal entries to close the books of Green
Ltd. and prepare necessary accounts to close the books.

uil. el Blmiwd Efer o0l Hlmiwsens 31.12.2006
ST UTRIGUSDE liCsTarLgl. Serenw GCgdlude
Efler el BlmiogSle @) pLi Blaned @il 1emeu(mLomm)

Curmitiyy Cgrens Cargg Qgrens
60,000 em. 10 p(peugiid BHGILIWT 1,00,000
Qe Liki@aer 6,00,000 Hleoid &L iqL b 3,00,000
Qurg smiy 1,70,000 @Quipdlrid 3,40,000
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@eoru plL /G 1,10,000 &yam 1,68,000
6% sLam LSS LD 1,00,000 sLaemeflser 56,000
sLaTBCSHMT 20,000 Qrrésid 36,000

10,00,000 10,00,000

@uil &l Bimioh QameT(pseD LD M) LIWIGoT
Epssant_auneny CFass eliLise Hefllssg.
(@) &flewr O Hlmio LBIEGSTIT  geuGeur(heuHaHELD
eh. 2.50 Qess Ceuar(hLb.
(<) . 10 wgllerer 90,000 umigsaer em. 12.50 wgdle sy
Gouar(hLd.
(@) &lifler ol e 5% em. 100 s LSS TETITSHERSE Cop
Ceuanrigw Csrensant 20% peneanngdlad ClFass euill adll e
6% . 100 sLem Lugdrmisamer 96% wHlibe QFiss (pigey
Qelwiul L g,.
(F)  Hlood wHMID gL id em. 4,00,000 erem wmiodlingl
Gouair(Hid HMLD sLemaflaser g 5% currésLen egi&E OF
s Couer(Bib.
(2) samely Qgway . 6,000 guill &l Hlmwid CFass
PUUSD AeflEsg).

@eualaursdHenanr Qarer(h &fem o0l Hlmiogdlen

GMUCUL L ufleysamen 5 saTéEsamer Filsl (hs.

8. The following are the balance sheets of H Ltd. and S
Ltd. as on 31.3.2007.

Liabilities H Ltd. S Ld. Assets H Ltd. S Ld.
Share capital Land and
(10% Pref. Buildings 3,10,000 1,60,000
Shares of Machinery less
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Rs. 100 each) — 1,00,000 10% depreciation 2,70,000 1,35,000
Equity shares 3,000 shares in

of Rs. 100 each 10,00,000 4,00,000 S Ltd. 4,50,000 —
General Reserve 1,00,000 50,000 Stock 2,20,000 1,50,000
Profit and Loss Sundry Creditors 1,55,000 90,000
a/c on 1.4.2006 40,000 30,000 Cash 85,000 1,95,000

Profit and Loss
a/c on 31.3.2007 2,00,000 80,000

Sundry Creditors 1,50,000 70,000

14,90,000 7,30,000 14,90,000 7,30,000

H Ltd. acquired 3,000 equity shares in S Ltd. on
30.9.2006. As on the date of acquisition H Ltd. found the
value of Land and Building and Machinery of S Ltd.
should be Rs. 1,50,000 and Rs. 1,92,500 respectively.

Prepare the consolidated balance sheet of H Ltd. and its
subsidiary S Ltd. as on 31.3.2007 taking into account
the fact that assets are to be taken at their proper
values.

H & womibd S &l Blmwsder 31.3.2007 e
@ UL Blenavds @l Lereu(mLomm)

Qumpiy  HLtd. S Ld. Qerég) HLtd. SLd
LIMBIE (PSed Blob s igL 1D
10% @Qupdrb 10%  3,10,000 1,60,000
weraiflento erm. Csiorerd
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100 umigser — 1,00,000 2,70,000 1,35,000

5. 100 GpirepLo p8SH (SedlL

LI @& 10,00,000 4,00,000 Hlimiogdled 4,50,000 —
3,000 uki@ser)

Qurrgj Sl 1,00,000 50,000 srs@ 2,20,000 1,50,000

@eom B UMLIGL

5/ 1.4.2006 40,000 30,000 sLamaflger 1,565,000 90,000

31.3.2007 2,00,000 80,000 Qpr&sibd 85,000 1,95,000
upLIe SLet
BCHmT 1,50,000 70,000

14,90,000 7,30,000 14,90,000 7,30,000

H O S A 3,000 umkigsamer 30.9.2006 e
aurBflug @Qusgsbiser S Ol Hlninsder Hleobd &ligl b
O Qubsrbd Cerggissamer . 1,50,000 em. 1,92,500 eren
HIGL edlmbilernt. Qbs eSleursdeanear Carearr(h 31.3.2007
2leTn (HEIGlmanhs @) UL Hlene Swimt Cl&wis.

9. The following are the balances of the Indian
Scheduled Bank Ltd :

Debit Credit
Share capital

2,50,000 shares of Rs. 20 each Rs. 3 paid 7,50,000
1,37,500 shares of Rs. 10 each Re. 1 paid 3,75,000
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Debit Credit

Reserve 5,00,000
Current accounts 23,43,853
Deposit accounts 6,85,135
Endorsements for customers 1,61,599
Acceptances for customers 1,78,617
Dividend equalization fund 56,005
Profit and Loss account on 1.4.2006 1,28,139
Interest received 1,41,000
Discount charges 38,461
Commission charges 1,54,859
Dividend received less taxes 86,251
Cash in hand 3,41,644
Cash at reserve bank of India 6,21,858
Money at call and short notice 2,79,416
Bills discounted 8,33,483
Advances to customers 13,42,120

Liabilities of customers for endorsements 1,61,599

Liabilities of customers for acceptances 1,78,617

Bank premises 2,60,000
Shares in subsidiary company 2,48,000
Shares in affiliated company at cost 1,68,000
Balances with other banks 2,24,220
Investments at cost 6,18,358
Interest paid 42,048
General expenses 1,91,363
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Debit Credit
Dividends Interim 32,188
Final 56,005
55,98,919 55,98,919

You are required to prepare profit and loss account and
balance sheet after taking into account the following
adjustments :

(a) Rebate on bills discounted amounts to
Rs. 3,271.

(b) Rs. 20,000 to be transferred to General Reserve.
@i uliguied il L eubiSlullen sanTdE @) mLILSeT

Y 6tTeu(mLOTm)
LD auey
UBIS (PED
2,50,000 uki@aer ap. 20 o p. 3 QegusHuig) 7,50,000
1,37,500 umi@ser ep. 10 o ep. 1 Clgausslwig 3,75,000
sy 5,00,000
BLLUIL| Se0TE S 23,43,853
MeULIL| HETEHS, 6.85,135
GUITIY G TEITT ST G @m@@@ggé;asm 1,61,599
1,78,617
LIMI@ <4,& MW &oen HlS 56,005
@eru bl &/@ (1.4.2006) 1,28,139
cully QUHME| 1,41,000
sifley GubmgI 38,461
S7E QUDDE 1,54,859
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L eurey

L@ <4smuibd Qupng) eufl Gurs 86,251
Qyrésb enasulli Ly 3,41,644
Qrrésn RBI euiudlu@e 6,21,858
SADLPLIL| LODHMILD (&DIHSEUEHEHT &L_6oT 2,79,416
2_GTTlq ULIED SET(EMRLIIG LITETEnE 8,33,483
GUITIG SHENSILITETITS @HEHE é{@ﬂgj,g; SL_6oT 13,42,120
QUG SENSIITaTTEEREE Cbla(psgidaTear Gummiliy 1,61,599
QUITIG SENSHIITATITE(EHEE, @RLILSOSTET GlummiiLy 1,78,617
Blapbd sLigL(1pid 2.60,000
slenawt BlminSSlerm Liki@Gser 2,48,000
Fmiry Blmingdlen Liki@aser 1,68,000
@5 euriflsaflen Qrmésid 2,24.220
PSS (HEaT 6,18,358
cully QEasswug 42,048
Qurg Qeaeysar 1,91,363
LBISTSTWLD — @anL_ulle) eflssg) 32,188
@nig 56,005

55,98,919 55,98,919

@eunenmé Carenm(h jeucumiSludien @erL B L SaTé@E,
LOHMID @@L Hlane swimt Glaws. Sibumipg
(1) sle| Qalig 2 amgwe Wg ACUL 5. 3,271 erenayid
(<=4) em. 20,000 Qurgy srindng wropriuL Ceua (L.
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10. The following are the balance sheet of ABC Ltd. as

on 31.3.2007.
Liabilities Amount Assets Amount

12,000 shares of Rs. 10 Goodwill 10,000
each fully paid 1,20,000 Land and Building 20,500
Less calls in arrear Rs. 3 Plant and Machinery 50,850
per share on 3,000 9,000 Preliminary expenses 1,500
1,11,000 Stock 10,275
Creditors 15,425 Debtors 15,000
Provision for tax 4,000 Cash 1,500
Profit & Loss alc 20,800
1,30,425 1,30,425

Machinery value was Rs. 10,000 excess it is proposed to
write down and to extinguish profit and loss account,
goodwill and preliminary expenses by adoption of the
following scheme

(a) Forfeit the shares on which the cells are
outstanding

(b) Reduce the capital by Rs. 3 per share
(¢) Reissue the forefeited share at Rs. 5 per share
(d) Utlise the provision for tax if necessary

Give the journal entries for the above and prepare
the balance sheet after reconstructions.

ABC &l fimingdler 31.3.2007 =jemm @ mLiL Hlenes
@My ereummm)
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Cummiiy Csrens Qergg Cgrens

12,000 urigser em. 10 BOCLIWT 10,000

wppaugid Qegusswg  1,20,000 Hleobd sLligl b 20,500

() Qeauds Goudtrig L @uibSrid 50,850

Sl . 3 aisb WSS ClFveser 1,500
3,000 9,000

1,11,000 sr5@ 10,275

sLaTbCsHmiT 15,425 sLanmeflger 15,000

aufl @gIH@ 4,000 Qyrésid 1,500

@eru Bl &/ 20,800

1,30,425 1,30,425

@updrn e 10,000 ofsors wHiG Lind Herearg).
MG GMDEFD @eoru Bl &/@ RPWsS Cswe|ser
BHELWT @euheann Geam&EsEeL.

(=) Sy Hlomawder LkiGsmer @niApiL
Qaigei.

() SAMATSFI LIBIGSHEHLD . S GMDESSLILILL G|

(@) enulplly Cslg <imarsg UBIGSE@EHD (. 5
&@ wnGeuaflui( Qeligert

()  Caeweuliul Lmed cufl egi&E 2 LGUITS&EaLD.

@pblaspeismer  @HLCLH udleysmer  HHI
@ UL Blenew gwimt Clguwis.
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11. Explain different methods of valuation of Goodwill of

a firm.

e Blmiwsdlen pHGLWT LSHLIGGHD Wannsamer aSlauil.
12. Explain the rules relating to Redemption of
Debentures and also its types.

sLal_(huugdly 8y eifsmer  oflersdl  igen

UMSHMET adleuil.
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