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                                                                         PART A                                       10 x 1 = 10       
           	Choose the Correct Answer

1. The accounting equation is connected with 
     a. Asset only		b. Shares	 c. Assets and Liabilities	d. Capital

2. Trial balance is prepared to detect 
     a. Errors of commission			
     b. Errors of omission			
     c. Accuracy of journal posting into ledger and its balancing		
     d. Errors of principle

3. When shares are forfeited, the share capital account is debited by 
    a. Paid up capital			b. Called-up amount			
    c. Calls in arrear			d. Nominal value of such shares

4. The profit on re-issue of forfeited shares is transferred to
     a. General reserve			b. Capital redemption reserve	
     c. Capital reserve			d. Profit & Loss account

5. Purchase consideration is payable in 
    a. Cash		b. Shares	c. Debentures		d. All the above

6. Realisation expenses met by the purchasing company should be debited to
     a. Realisation A/c	b. Goodwill	c. Vendor A/c		d. Purchase A/c

7. Purchase considerations as per AS-14, should include cash and securities agreed to be 
     given by Transferee Company to Transferor Company’s
     a. Shareholders		
     b. Shareholders and Debentures		
     c. Creditors, Debenture holders and Shareholders		
     d. Debentures
    
8. Accounting standard for amalgamation is 
    a. AS-8		b. AS-20	 c. AS-14			 d. AS-3
	
9. Goodwill is shown in company’s balance sheet under the head 
    a. Fixed assets	         	b. Investments		
    c. Miscellaneous Expenditure		           d. Current assets	

 10. For calculating the value of equity share by intrinsic value method, it is essential to know 
     a. Normal Rate of Return		 	 b. Expected Rate of Return		
     c. Net Assets		 		 d. Capital Employed
 



Part B		                                5 x 6 = 30
Answer ALL questions
Each answer should not exceed 400 words or two pages

11.a. Explain the accounting concepts.			
(or)
11.b. Prepare Trial balance as on 31.12.2019 from the following balance of  Mr.Sashwike.
			    Rs.							   Rs.	
	Capital			3,40,000		Purchases			94,000
	Creditors			13,000		Sales return			3,400
	Drawings			4,000                        Purchase Return		2,400
	Salaries			38,200		Carriage Inwards		1,400	
	Bills receivable		5,800		       Printing and Stationary	5,000
	Bills payable			7,000			Stock				29,900
	Debtors			16,000		Wages			5,000
	Sales			1,44,000		Rent				1,600
	Insurance			2,200			Interest Received		1,700
	Land			2,50,000		Electricity charges		2,400
	Commission Received	800
	Machinery			50,000

    12.a. Differentiate between shares and debentures.										(or)
    12.b. The directors of Z Co Ltd., forfeit 10 shares of Rs.50 each belonging to “Ragu” who had    
              Paid Rs.5 per share on application, Rs.10 on allotment and Rs.15 on first call  but failed to 
              pay the final call of Rs.20. The same shares are then re issued to “Ram” as fully paid on 
              receipt of Rs.400. Pass journal entries with narration to record the forfeiture and the re 
              issue of shares.

    13.a. Praveen Ltd. has taken over the business of Mr.Sudeesh and agreed to pay the purchase 
             price as given below:
a.2,800 shares of Rs.50 each fully paid at Rs.60 per share.
b.Rs.25,000 in 8% preference shares of Rs.100 each issued at Premium of 25% and
c.Rs.20,000 in cash.
              You are required to compute the amount of purchase consideration payable to 
      Mr.Sudeesh.
					(or)
    13.b. Spring Field Ltd., is absorbed by Sports Field Ltd., the consideration being:
              1. The taking over of the trade liabilities of Rs.40,000;
              2. The payment of cost of absorption of Rs.15,000;
              3. The repayment of “B” debentures of Spring Field Ltd. of Rs.2,00,000 at par;
              4. The discharge of “A” debentures of Rs. 3,00,000 in the Vendor Co. at a premium of 10% 
                  by the issue of 8% debentures in Sports Field Ltd. at par;
              5. A payment of Rs.20 per share in cash and the exchange of 4 fully paid Rs.10 shares in        
                  Sports Field Ltd. at a market price of Rs.15 per share for every Rs.50 share in Spring 
                  Field Ltd. which were 40,000 in number.
	   You are required to find out the purchase consideration.

    14.a. Ragu Ltd. agreed to purchase the business of Krishna Ltd., on the following terms:
	            (i) For each of the 10,000 shares of Rs. 10 each in Krishna Ltd. 2 Shares in Ragu Ltd. of 
                   Rs.10 each will be issued at an agreed value of Rs.12 per share. In addition, Rs.4 per 
                   share cash also will be paid.
	           (ii) 8% debentures worth Rs.80,000 will be issued to settle the Rs.60,000 9% debentures    
                   in Krishna Ltd.
	           (iii) ss10,000 will be paid towards expenses of winding up.
	                 Calculate the purchase consideration.

					(or)
    14.b. Moon Ltd. Purchased 60% of shares of Sun Ltd on 1.1.2019. When the balance on their 
             P&L A/C and General Reserve were Rs. 1,50,000/- and Rs. 1,60,000 respectively. On 
             31.12.2019, the balance sheet of Sun Ltd showed P&L a/c balance of Rs. 4,00,000 and 
             General reserve Rs. 3,00,000. Calculate Capital Profits and Revenue Profits.
 

    15.a. The net profits of a company after providing for taxation for the past five years are 
             Rs.40,000; Rs.42,000; Rs.45,000; Rs.46,000 and Rs.47,000.
	     The capital employed in the business is Rs.4,00,000 on which a reasonable rate of return 
             of 10% is expected. Calculate the value of goodwill of the business.
					(or)
     15.b. Goodwill is to be valued at 3 years purchase of five years average profits. The profits for 
              the last five years of the firm were:
	             2014-Rs.2,400;  2015-Rs.3,000;  2016-Rs.3,400;  2017-Rs.3,200;  2018-Rs.4,000.
      Calculate the amount of goodwill.

						             Part C                                           5 x 12 = 60
 Answer ALL questions
Each answer should not exceed 800 words or four pages

     16.a. Explain the accounting principles and policies (AS 8).
											(or)
                 16.b. The following are the balances extracted from the books of Ms.Bharathi as on                    
                           31st   March, 2018.
	Debit Balances
	Rs.
	Credit Balances
	Rs.

	Drawings
	40,000
	Capital
	2,00,000

	Cash at bank
	17,000
	Sales
	1,60,000

	Cash in hand
	60,000
	Sundry Creditors
	45,000

	Wages
	10,000
	

	Purchases
	20,000
	

	Stock (31.03.2003)
	60,000
	

	Buildings
	1,00,000
	

	Sundry Debtors
	44,000
	

	Bills receivable 
	29,000
	

	Rent
	4,500
	

	Commission
	2,500
	

	General expenses
	8,000
	

	Furniture
	5,000
	

	Suspense Account
	5,000
	

	
	4,05,000
	
	4,05,000


                          Additional Information:
         1. Closing stock Rs.40,000 valued as on 31.03.2004.
         2. Interest on capital at 6% to be provided
         3. Interest on Drawings at 5% to be provided
         4. Depreciate Buildings at the rate of 10% per annum.
         5. Write of bad debts Rs.1,000
         6. Wages yet to be paid Rs.500
              Prepare Trading and Profit &Loss account and Balance Sheet as on 31st March 2018.	

        17.a. Pramodh. Ltd., was registered with an authorized capital of Rs.20,00,000  divided into 
                 20,000 shares of Rs.100 each. The company offered 12,000 shares to the public which 
                 were payable: Rs. 20 per share on application, Rs.40 per share on allotment and Rs.40 
                 on call. Applications for 18,000 shares were received on which the directors allotted as 
                 follows:
	Applicants for 10,000 shares – full
	Applications for 5,000 shares – 2,000 shares
	Applicants for 3,000  shares – Nil
                 The excess application money was adjusted towards allotment. All the money due on 
                 allotment and call was fully received. Make the necessary entries in the company’s 
                 books.
					(or)
        17.b. A company issued 10,000 equity shares of Rs.10 each at a premium of Rs.3 per share 
                 payable Rs.5 on application, Rs.5 (including premium) on allotment and the balance on 
                 call. All the shares offered were applied for and allotted. All the money’s due on 
                 allotment were received except on 200 shares. Call was made. All the amount due 
                 thereon was received except on 300 shares. Directors forfeited 200s shares on 
                 which both allotment and call money was not received.
	       
                  Pass the necessary journal entries to record the above and also show how this will   
                 appear in the Balance Sheet of the company.

        18.a. Bala Ltd., was formed to take over the assets and liabilities of Shri. Laxman and to 
                  acquire the adjacent premises. The Balance Sheet of Shri. Laxman on 31st Dec.2010 
                  was as follows:
	Liabilities
	Rs.
	Assets
	Rs.

	Trade Creditors
Capital
	8,000
1,60,000




	Cash in hand
Cash at bank
Book debts
Stock
Furniture
Land and Buildings.
	2,000
12,000
18,000
78,000
10,000
48,000

	
	1,68,000
	
	1,68,000



             The purchase consideration was agreed at Rs.2,00,000 and was to be paid as under:
         1. 5,600 equity shares of Rs.20 each, fully paid.
         2. Rs.68,000 in 6% preference shares of Rs.100 each issued at par.
         3. Rs.20,000 in cash.
              All the assets and liabilities were valued as per above balance sheet except the book 
              debts which were subject to a bad debts provision of 5%.
             The company raised further capital by issue of 15,000 equity shares of Rs.20 each.
              The adjoining premises were purchased for Rs.1,00,000 and additional stock                    
              of Rs.1,40,000 was obtained from open market.
                  Record the above transactions in the books of Bala Ltd., through journal entries and 
                   draft its opening balance sheet.
					(or)
       18.b. Amal Ltd., acquired the business of Macmillan agencies, whose debtors and creditors 
                were taken over by the company for collection and payment for a commission of 10% on 
                all amount collected and 2% on amount paid. The debtors amounted to Rs.90,000 and 
                creditors Rs.44,000. There was a contingent liability of Rs.12,000.
	               
                            The company collected one-third of debtors in full, 50% of debtors at 4% discount,   
                2/3 of the balance at 6% discount and remaining proved bad. A debt of Rs.6,000 written 
                off by the vendor in the past was collected at 80% but court expenses for that 
                amounted to Rs.1,200 of which Rs.400 only could be recovered from the debtor.
	     	
Rs.4,000 of creditors were paid in full and the balance was paid at 97%. 
                The contingent liability came up for payment at Rs.8,000.
	     	
The company settled its account with the vendor in cash. Pass journal 
                entries in the books of Amal Ltd.,













  19.a. The following are the Balance sheets of Raman Ltd. and Soman Ltd. as on 31.3.2018.
	Liabilities
	Raman Ltd. Rs.
	Soman Ltd.  Rs.
	Assets
	Raman Ltd. Rs.
	Soman Ltd.  Rs.

	Share capital (Rs.10 each)
Securities Premium
P&L A/c
General Reserve
8% Debentures
Creditors
	
15,00,000
1,50,000
1,89,360
4,70,000
-
2,33,070
	
6,00,000
15,000
-
-
2,00,000
1,01,360
	Fixed assets
Current Assets
Miscellaneous
             Expenditure
P&L A/c
	16,03,500
9,28,930

   10,000
-
	4,49,500
3,70,600

-
  96,530

	
	25,42,430
	9,16,630
	
	25,42,430
	9,16,630


           Bhiman Ltd., was formed to take over the businesses of Raman Ltd. and Soman Ltd.,  for             
           the agreed purchase consideration of Rs.19,50,000 and Rs.4,80,000 respectively, which is   
           payable in the form of Rs.100 shares at par. Soman Ltd.’s Debentures are to be 
           converted into 10% debentures of Bhiman Ltd., Amalgamation Expenses of Rs.15,000 
           are to be borne by the Transferee Company.
        
                          Close the books of the Transferor companies and give Journal and Balance Sheet 
           in the Transferee Company’s books.
           Assume that the amalgamation is in the nature of merger.
					(or)
  19.b. The following scheme of reconstruction has been approved for Mano Ltd.
                  1. The shareholders to receive in lieu of their present holding of 60,000 shares of Rs.10 
                      each fully paid the following:
	          (i) Fully paid new equity shares equal to 1/3rd of their holding.
	          (ii) 8% Preference shares fully paid, to the extent of 1/5th of the above new equity         
                            shares.
	          (iii) Rs.60,000 8% secured debentures.
                  2. The debenture holder’s total claim of Rs.75,0000 to be reduced to rs.25,000. This 
                       will be satisfied by the issue of 2,500 8% preference shares of Rs.10 each fully paid.
                  3. An issue of Rs. 50,000 6% first debentures was made allotted, payment for the  
                      same having been received in cash.
                  4. The goodwill which stood at Rs.3,00,000 was writtern down to Rs.50,000. The plant 
                      and machinery which stood at Rs.1,00,000 was writtern down to rs.75,000.
                  5. The freehold premises which stood at Rs.1,75,000 was writtern down by Rs.75,000.
                       Give journal entries in the books of Mano Ltd. for the above reconstruction scheme.

  20.a. Average capital employed in Prashwike Ltd.,  is Rs.35,00,000 where as net trading profits                 
           before tax for the last three years have been Rs.14,75,000; Rs.14,55,000 and  
           Rs.15,25,000. In these three years, the managing director was paid a salary of Rs.   
           10,000 p.m. But now he would be paid a salary of Rs.12,000 p.m. Normal rate of return  
           expected in the industry in which Prashwike Ltd., is engaged is 18%. Rate of tax is 
           50%. Calculate goodwill on the basis of three years purchase of the super profits.
					(or)
  20.b. Elaborate Human Resource Accounting methods adopted by Indian Businesses.


*****
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