5

Il
=
(8]
(V3]
o
H
(g
(53
I
o
-,
h
[RE]

AINan

xaminanon: February 2021

[

Corporzte Accountng

GUJARAT NATIONAL LAW UNIVERSITY : |
- GANDHINAGAR
Course: Corporate Accounting
Semester-I (Batch: 2020-25)

End Semester Online Examination: February 2021

Date: 12® February, 2020
Duradon: 8 hours

= :
Instructions:

¢ The respective marks for each queshon 2r¢ indicated in-line.
& Indicate correct quesnon numbers in front of the answer,
e

No questons or derificadon can be sought dunng the exam period, answer as it js

Q1 Journalize the following transactions in the books
propdetorship firm).

of Vedanta Infosys (A sole (10)

2) Purchased compurer systems worth Rs. 8, 00,000 in cash availing 2% trade
discount in addition to 5% cash discount.

b) Developed and installied accounting sofrware solution for Rs. 3, 00,000 inclading
GST @ 12%. As part of agreement, payment will be made by
successful operation of the system for 3 months.

¢) Setted refreshment expenses of employees Rs. 75,000 with the
M/s. Foodie Caterers.

d) Obsolete software packs worth Rs. 30,000 written off.

) Paid staff salary Rs.

source of Rs. 10,000.

the buyer after

service provider

1, 00,000 for the month which is net of tax deducted 2t

Q2  M: Entepreneur, a University graduate in chemical technology, started a chemical (20)

trading firm in the year 2005 immediately after completing his degree. He made initial
mvestment of Rs. 10, 00,000 which included Rs. 4, 00,000 borr

owed from his friends
and relatives. A though,

he did not possess any formal education m business
management, his perseverance zad hard work helped him in gaining 2 good reputation
and credit worthiness in the business. Since, his business was Ezpmdj_ng_ rapidly,
following the advice from his business circles, he drw

ersified his business interest and
jamped in to paper manufacturing, For the purpose, he converted his
10to a private limited company in the year 2009 and later into a public limited company
in the name of ‘Supreme Paper Company Limited’ in the year 2014, The

tpped capital market for its funds requirement. As, the company has got prospects for
the future, it has received foreign investor’s offer for pumping in additional investments
which can be invested in expansion, modernizaton etc.

propretary firm

company also
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Corporate Agcounting
= s n 5 .
The management seeks your expert Opiuon 2s lecal commercial advisor on the offer
s B ) 8 N =
sy = b ot £ 3 s e 4 1 18
snd for the purpose you are provided with the list of balances zs on 31 Match, 2018
2long with e addidonal intormeaton 10t the adjustment purpose

The following is the list of balances of Supreme Paper Company Limited 25 on March
g ] P P patly

\7 \ Debit Amt. \ Credit Amt. \
INS. Rs.
[Teasehold land & building (Cost Rs. 20,00,000) I 16,00,000 | l
| ;Jla,ﬁi & machmery (Cost Rs. 60,00 000Y ‘; 42 40,000 l‘ l
[Formore & Equpment (Cost Rs. 4,00,000) 1 3.20,000 | l
| Vehicles (Cost Rs. 3,00,000) n[ 2.00,000 ' |
i Stock and work 10 progress ‘ 33,20,000 i |
| Debtors | 49,10,000 | 1
1] Tnvestmenss at cost (Market value Rs. 9 47 500) l 10,00.000 5 l
\ Dividends on investnent E L 00,000 |
[ Tax deducted on dividends on investment \ 31,400 | J
| Cash on hand l 10,000 | |
| Bank balance | 5.00,000 | \
[ Creditors and accrued charges l | 40,69,000 |
l Debenture inrerest | 84 000 \ J
ﬁavmems | 60,000 l l
| Director’s fees | 40,000 | B
I?hare premium account \ l 1,00,000J
( General reserve \ 6,00,000 l
ﬁebeﬂme redempnon reserve [ 400 ,OOOJ
( Share capital- equity share of Rs. 10 each 60,00,000 \
[ Toterim dividend for the year (free of tax) 3,45,000
I 13% secured debentures (Redeemable in 2023) 20,00,000
| Tax paid ] 6,34,900 | |
| P&L Account | | 32,51,700 |
Provision for tax (on 1.4.2017) - | 8382000
Other assets 1,08,000
Other habihnes 600
| T 1,74,03,300 | 1,74,03,300

Addidonal informanon:

The account section furnished the information that depreciation is O be provided for
the year 2017-18 on leasehold land & building Rs. 1,00,000; plant & machinery Rs.
6,00,000; furniture and equipment Rs. 32,000 and on vehicles Rs. 50,000. The account
section also informed you that Taxzation amounting to Rs. 10, 06,540 1s to be provided
for the year 2017-18 and also additdonal tax of Rs. 2, 00,000 is to be provided for
previous years (since short provision had been made in the previous yeats). Rs. 4, 00,000
is to be transferred to debenture redempton reserve as part of compliance. The
management also decided to transfer Rs. 7, 00,000 to General Reserve. The board
approved 12% Snal dividend and balance debenture interest is stll outstanding.
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You are required to prepare final accounts for the year 2017-18 in complance with the
prevailing Act and Rules 2nd zdvise your client
Q3. Kailash Trd. presented the following balance sheet as on 31.03.2019: : (20)
Share Capital: £a3, ' | Fixed Assets: :
Authorized 30.00.000 | Plant & machinery 12,00,000
Issued and subscribed: Furniture & fittings 1,50,000
5000, 14%  preference Patents & trademarks 50,000
shares of Rs. 100 each fully
paid-up 5,00,000 1
1,00,000 equity shares of Rs.
10 each, fully paid up 10,00,000
Reserves and Surplus: Current assets, lozns and
Capital Reserve 1,50,000 | adsances
Securines premium reserve 1,00,000 | Stock 11,00,000
General reserve 7,50,000 | Debtors 1,50,000
P&L A/c , 1,50,000 | Cash in hand 5,000
Cash at bank 3,15,000
Bills of exchange 70,000
Current liabilides &
provisions:
Sundry creditors 1,80,000
Provisions for taxaton 2,10,000
30,40,000 30,40,000

The management decided to purchase new machinery for Rs. 1, 50,000 for which it paid
Rs. 50,000 by cheque and wishes to offer 12%; 1,250 preference shares of Rs. 100 each
as partly paid Rs.80 to vendors.

The management also wishes to issue one bonus shares for every five shares held to its
equity shareholders and for the purpose wishes to utilize its free reserves. Moreover the
management also wishes to redeem existing preference shares at 2 premium of 10%. In
order to-meet the requirement of funds for redemption, the management proposes to
issue 7 year; 13% debentores of Rs. 5, 00,000.

You are required to refer relevant provisions 1n India and advise the management. Also
show necessary joutnal entdes to effect the proposals mentioned above and draft 2

proposed balance sheet as on 31.03.2020 assuming other things remain constant.




