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WEST BENGAL STATE UNIVERSITY
B.Com. General Part-III Examination, 2020

FINANCIAL ACCOUNTING

PAPER-FACG-III

Time Allotted: 2 Hours Full Marks: 50
The figures in the margin indicate full marks. aNfeE T F0E TN Q"Y/VW fac Fed1
Candidates should answer in their own words AT [NCST ©IRNF TR TG AT AT M
and adhere to the word limit as practicable. s R

All symbols are of usual significance.

Answer any three questions from the following 16x3=48
Fafaiie - foaft emi@ Tea wie
1. The following is the Trial Balance of AC Ltd. for the year ended 31.03.2019 16
Dr. Cr.
Particulars Amount ) Particulars Amount )
Stock (as on 1.04.2018) 75,000 | Purchase Return 10,000
Purchase 2,45,000 | Sales 3,40,000
Wages 30,000 | Discount 3,000
Carriage 950 | Profit & Loss A/c 15,000
Furniture 17,000 | Share Capital 1,00,000
Salaries 7,500 | Creditors 17,500
Rent 4,000 | General Reserve 15,500
Sundry Trade Expenses 7,050 | Bills Payable 7,000
Dividend Paid 9,000
Debtors 27,500
Plant and Machinery 29,000
Cash at Bank 46,200
Patents 4,800
Bills Receivable 5,000
5,08,000 5,08,000

Prepare Profit and Loss Account of AC Ltd. for the year ended 31.03.2019 and a
Balance Sheet as on that date after considering the following adjustments:

(i)  Stock as on 31.03.2019 88,000

(i)  Provision for taxation @ 40%

(iii) Depreciate Plant and Machinery @ 15%, Furniture @ 10% and Patents @ 5%
(iv) Outstanding rent amounted to I800 and salaries to I900

(v)  Provide X510 for doubtful debts

(vi) The Board recommends payment of a dividend @ 15% p.a. Transfer the
minimum required amount to General Reserve.

(vil) Provide for managerial remuneration @ 10% on profit before tax.
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2. (a) Mention three points of difference between Equity Share and Debenture.
AT CRI @ Ael=cas) ey foelf #Nigsy Soard wel|

(b) Write short notes on the following:
Tewa Ranelr Bam Bl @l

(i) Contingent Liabilities

Sie® 7y

(i) Capital Expenditure.

E SO T |

(c) Mention five statutory books which a company is required to maintain as prescribed

by Companies Act.

A SN SR @ @Freiice @ wee [ftaa 92 I927 FA00 27 OF S A6 T

TELF@N

3. (a) What do you understand by purchase consideration?
@ gfonie oo & I ¢

(b) P. Ltd. and Q. Ltd. carrying on similar business decided to amalgamate to form a new
company named R. Ltd. Following are the Balance Sheets of the two companies as at
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30" June, 2019.

Liabilities P. Ltd. Q. Ltd. Assets P. Ltd. | Q. Ltd.
Rs. Rs. Rs. Rs.

Share Capital (Equity 3.00.000 | 2.50.000 Goodwill 30,000 | 15,000
shares of Rs. 50 each) T T

Reserve Fund 1,25,000 80,000 | Land & Building 1,55,000 90,000

Profit & Loss A/c 50,000 50,000 | Plant & Machinery 90,000 | 1,25,000

Sundry Creditors 50,000 35,000 | Stock 75,000 65,000

Sundry Debtors 85,000 75,000

Cash at Bank 90,000 | 45,000

5,25,000 | 4,15,000 5,25,000 | 4,15,000

The purchase price of the two companies were settled subject to the following

conditions:

(i)  R. Ltd. takes over the business of P. Ltd. at its book value.
(i)  The assets of Q. Ltd. would be revalued as under:
(a) Goodwill Rs. 10,000
(b) Land & Building Rs. 85,000
(c) Plant & Machinery Rs. 1,00,000
(d) Reserve for doubtful debts of 10% to be created on Sundry Debtors.

(i) The purchase consideration is to be discharged in the form of fully paid up
shares of Rs. 10 each in R. Ltd.

R. Ltd. issued to the public 15,000 Equity shares of Rs. 10 each which were
fully paid up. Find out the purchase considerations of the two companies and
prepare the Opening Balance Sheet of R. Ltd.

5x2
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4.

Vivaan & Co. absorbed the business of Jay & Co. as a going concern as at 30" June
2019. The assets and liabilities of the latter company on that date was as follows:

Jay & Co. Ltd
Balance Sheet as on 30.06.2019

Liabilities Amount®) Assets Amount®)
Subscribed Capital: Goodwill 50,000
Equity Shares (30,000 shares of 3,00,000 | { .hd & Building 2,00,000
Rs. 10 each, fully paid)
5% Preference Share (1000 shares 1.00.000 Plant & Machinery 1,00,000
of X100 each fully paid) T
Sundry Creditors 30,000 | Sundry Debtors 50,000
Bills Payable 50,000 | Stock-in-Trade 30,000
Cash-at-Bank 35,000
Preliminary Expenses 5,000
Profit & Loss Account 10,000
4,80,000 4,80,000

The terms of agreement were:

(i)  that, for every 10 equity shares of Jay & Co., Vivaan & Co. issued 12 fully paid
equity shares 0f %10 each and paid 10 in cash.

(i)

the issue of 6% preference share of Vivaan & Co. at par.

(ii)

which was left for meeting realization expenses.

(iv)

liabilities remaining at their book values.
You are required to give the closing journal entries in the books of Jay & Co. Ltd.

5. (a) Define Accounting standard.

AT e eesl wie |

(b) Define ‘Holding Company’.

@R @l At wie |

(¢) What is profit prior to incorporation?
T 7 I IS 0T 9

(d) From the information given below, compute the ‘Net Asset Value’ of an equity share
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of X. Ltd.
Balance Sheet as on 31* December, 2019
Liabilities Rs. Assets Rs.
1,000 Equity Shares of Rs. 100 1,00,000 | Land & Building 40,000
each fully paid up
100, 8% Cumulative Preference 10,000 | Plant 40,000
Shares of Rs. 100 each fully
paid up Debtors 5,000
Reserves & Surplus 25,000 | Stock 20,000
Creditors 10,000 | Cash at Bank 35,000
5% Debentures 10,000 | 5% G. P. Notes 10,000
Preliminary Expenses 5,000
1,55,000 1,55,000

(1) Fair return on capital employed in this type of business is 10% per annum.

that, the preference shareholders of Jay & Co. were paid at a premium of 5% by
that, all assets and liabilities were taken over except cash to the extent of I3,000

that, Plant and Machinery were only revalued at I1,83,000, other assets and
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6. (a) What do you mean by Goodwill?

(i)  Goodwill is to be taken at 5 years purchase value of super profits.

(i)  Average profits for the last 7 year is Rs. 19,000. There is an outstanding

liability for workmen compensation to the extent of Rs. 5,000.

Profit is more or less stable over years and the same trend is expected to be maintained

in the near future.

FIN FeCe & @RI 2

(b) Discuss briefly about any two methods of valuation of Goodwill.
FNCR 757 0o’ @ @Ie 9f6 A& FREFC! SEsa S
(c) The following is the Balance Sheet of A. Ltd. as on 31.12.2019

7. (a) Prepare Consolidated Balance Sheet from the following Balance Sheets and given

3516

Liabilities Rs. Assets Rs.
Share Capital: 3,50,000 | Goodwill 25,000
35,000 Equity shares of Rs. 10 each
Reserves & Surplus 80,000 | Building at Cost 2,60,000
Depreciation Fund Building 20,000 | Plant & Machinery at Cost 1,10,000
Furniture at Cost 40,000
Plant & Machinery 10,000 | Sundry Debtors 38,000
Furniture 5,000 Less: Reserve for Bad Debts 3,000 35,000
Sundry Creditors 60,000 | Stock in Trade 40,000
Bills Payable 25,000 | Cash at Bank 60,000
Provision for taxation 40,000 | Preliminary Expenses 20,000
5,90,000 5,90,000

The profits earned before providing for taxation have been as:

Year
2015
2016
2017
2018
2019

profits.

Rs.

81,000

1,20,000
1,04,000

information of Teesta Ltd. and Torsha Ltd.

Teesta Ltd. and Torsha Ltd. @3 f95fefA® Balance Sheets @R AT €Y @

Consolidated Balance Sheet &€® F(H |

99,000
96,000

Compute the value of Goodwill of the company assuming that the normal rate of
return for this type of company is 8%. Income tax is payable @ 50% on the above

14
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The Balance Sheet as on 31 March 2019

s | e T [ s | e | Tote
Equity Share Capital 5,00,000 | 1,00,000 | Sundry assets 4,00,000 60,000
(Rs. 10 per share)

General Reserve 50,000 30,000 | Stock-in-Trade 3,05,000 | 1,20,000
Profit & Loss A/c 2,00,000 60,000 | Debtors 65,000 85,000
Creditors 1,00,000 60,000 | Bills Receivable 5,000 -
Bills Payable 15,000 | Shares-in-Torsha Ltd. -
1,500 shares of Rs. 75,000 -

10 each at cost
8,50,000 | 2,65,000 8,50,000 | 2,65,000

Additional information:

(1)  All the profits of Torsha Ltd. have been earned since the shares were acquired by
Teesta Ltd., but the Reserve of Rs. 30,000 was already there at the time.

(i) Bills accepted by Torsha Ltd. are all in favour of Teesta Ltd. which was
discounted for Rs. 10,000.

(iii) Sundry Assets of Torsha Ltd. are undervalued by Rs. 10,000.

(iv) The Stock-in trade of Teesta Ltd. includes Rs. 25,000 bought from Torsha Ltd. at
a profit to the later of 25% on cost.

(b) What is Inter-Company transactions? How do you treat Debtors/Creditors as
Inter-Company debt?
S (A EFTH S A0 ? Debtors/Creditors (F S1®s &=l e 231103 il fFeim

RIS 2

8. (a) Define ‘Interim dividend’.
EESSICISINGE R R
(b) Define ‘Unclaimed dividend’.
SIS FTSJRTA TS IS |

(c) From the following Balance Sheets and information given below, prepare a
Consolidated Balance Sheet:

Liabilities A.Ltd. | B. Ltd. Assets A.Ltd. | B. Ltd.
Rs. Rs. Rs. Rs.
Share Capital: 1.00.000 | 20.000 Fixed Assets 80.000 14.000
Rs. 10 per share fully T ’ ’ ’
paid
Profit & Loss A/c 40,000 | 14,000 | Stock in trade 61,000 24,000
Reserve 10,000 6,000 | Debtors 13,000 17,000
Creditors 20,000 | 12,000 | Bills Receivable 1,000 -
Bills Payable - 3,000 | Shares in B. Ltd.: 1,500 15,000 -
Shares at Rs. 10 each at
cost
1,70,000 | 55,000 1,70,000 55,000

Additional information:

(1) All the profits of B. Ltd. have been earned since the shares were acquired by
A. Ltd. but the reserves of Rs. 6,000 was already there at that time.

(i) Bills accepted by B. Ltd. are all in favour of A. Ltd. which has discounted
Rs. 2,000 of them.

(i) Fixed assets of B. Ltd. are overvalued by Rs. 2,000.

(iv) The stock in trade of A. Ltd. includes Rs. 5,000 bought from B. Ltd. In this case
B. Ltd. made a profit of 20% on sale.
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9. (a) What do you mean by Accounting Theory? State the needs of Accounting Theory.
feAeg F&0e & @RI ¢ fRoeres ars-iTe! e Tl

(b) State the limitations of historical cost accounting.

@ferIle 7 simfon Aniazere e SiEsa S

10.(a) Define Financial Statement and mention the main objectives of Financial Statement
Analysis.

o[ Reedie el wie @k e K@l Resraees e Srmefe Srae el |
(b) From the following Balance Sheet of New India Ltd. prepare a Comparative Balance

Sheet:

Liabilities | 2018 (Rs.) | 2019 (Rs.) |  Assets | 2018 (Rs.) | 2019 (Rs.)
Share Capital 30,000 60,000 | Fixed Assets 80,000 1,02,000
Reserves 12,000 10,000 10,000 20,000
Debentures 60,000 60,000 12,000 8,000

1,02,000 1,30,000 1,02,000 1,30,000

11.(a) Who are the users of financial statements?

wifdfes Ragaie G T 9

(b) Explain how are the Balance Sheet and the Income Statement related to each other.
FoIE Treeig Uk SRR RN #7ia Afes TR e ©f 1! FC |

(c) From the following Profit & Loss Account, prepare a common size Income statement

of R & Company:
Particulars (21218) (2123 Particulars (21218) (2123
To Cost of goods sold 1,44,000 | 1,60,000 | By Net Sales 2,00,000 | 2,40,000
To Office and 16,000 20,000
Administrative Expenses
To Selling Expenses 6,000 5,000
To Net Profit 34,000 55,000
2,00,000 | 2,40,000 2,00,000 | 2,40,000

[For neatness 02 marks]

X
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