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Instructions: -

" Max. Marks: 50

¢ Read the questions properly and write the answers in the given answer book.

* The respective marks for each question are indicated in-line, .-

Do not write any thing on the question paper. .- .

-
¢ Indicate correct question numbers in front of the answers.
»
L ]

No questions or clarifications can be sought durmg the exam penod answer as it s, giving reason, if s any-

Use of simple c: \lcu} ator is allowed.

Q.1

Answer any ﬁve of the following questions

'\h Sqro] thy is a professional lawyei The Rccc1pts 'md Paymentb Account ot his

Marks

(10)

practice for the year endmg 31.3.2015 is as follows. -

Receipts Rs. - Payments Rs.
To Balance b/d 2,00,000 By Rent of Office 50,000
To Interest on Investment 5000 | By Rent of Personal 3,000
.. Residence
To Fees from Clients 5,00,000 | By Salaries - 20,000
To Liquidator’s Fees - 12,000 | By Purchase of Journals 2,000
To Advisory Fee - 4,000 | By Stipend to Internees .- - 12,000
To Honorarium 25,000 | By Purchase of Law Books 3,000
To Sale of old Journals 3,000 i By Investment 2,00,000
To Commission 21,000 | By Drawings of Cash 30,000
| By Balance ¢/d 4,50,000
Total 7,70,000 | Total ' 7,708,000
Balance Sheet as on 31.3.2014

Liabilities Rs, Assets Rs.
Capital 2,00,000 | Furniture 1,00,000
Loan 1,40,000 | Computer 20,000
Creditors 60,000 | Law Books 30,000
Investment 50,000
Cash 2,060,000
Total 4,00,000 | Total 4,00,000

- Additional Information:

() The professional made a new investment of Rs.20,000 which is not reflected in the
Receipts and Payments Account. He is likely to earn Rs.4,000 profit in the next year
if market conditions favour.

(11) Drawings include drawings of cash of Rs.5000 for payment of schoo} fees of
children of the professional. Remaining amount of drawings was for-an official

purpose.
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Q2

| Q3

(iif) The publisher of law books offered 10% discount, but the professional has shown
the full value i.e. Rs.3,000 in the Receipts and Payments Account.

(iv) The advisory fee was eamed by prowdmg a technical advice not lehtcd to the
profession. DS : SR :

{v) Accrued fee from chcntq of Rs 2 OOO belongmg to thc lqst year has been received this
year but has not bccn mch:ded in fees from cllcntq in. Recelpts and Pftyments
Account. o ' ' s '

(vi) Provision of 100% has to be made -for Accrucd fees of Rs.30,000. S'llaxy of

Rs.10,000 has been paid in advance.
/

Following is the Receipts and Payments Account of Vnen Football Club f01 the yf,ar
2014-15. : ' -

Receipts Rs. - Payments Rs.
To Balance b/d 2,000 | By Salaties R © . 3,000
To Subscriptions: -| By Rent and Taxes o 300
2013-14 ~ ' 3,000 B ' AR '
2014-15 4,000
2015-16 _ 1,000
T'o Profit on Sports - 3,000 | By Stadonety 1,000
Tournaments ) T ' . .
To Interest on Securities 1,000 | By Telephone Charges 1,500
By 8% Securities (at par) 5,000
By Sundry Expenses 200
By Balance ¢/d 3,000
Total - 14,000 | Total 14,000

Additional Information: = -
(i) ‘There are 500 members in the club each paying an annual subscr.tptlons of Rs.10.
. The arrears of subscription for the year 2013-14 is Rs.3,500. Durlng 2013- 14

subscriptions were paid in advance by 30 members for 2015-16. '

(i) Stock of statonery as on 31% Mfuch 2014, was Rs.400 and as on 31* March 2015 is
- Rs.500.

(111) As on 31° March 2014, the rates and taxes were prepaid up to 31“]1:111113? 2015, the
- yearly charge being Rs.300.

(iv) A quarter’s charge for telephone is outstandmg. ‘The amount outstanding being
Rs.300. The charge for each quarter is same for both the years 2013-14 and 2014-15.

(+) Sundry Expenses outstanding as on 31" March 2014 were Rs.50 and on 31 March
2015 were Rs.60.

(vi) On 31* March 2014, Building stood in the books at Rs.30,000 and it is required to
write off depreciation at 10% p.a.

(vii) Value of 8% securities as on 31" March 2014 was Rs.15,000 which was purchased
on that date at par. Additional securities worth Rs.5,000 were purchased on 31*
March 2015.

From the above information, prepare Profit & Loss Account for the year ended 31% -

March 2015 and Balance Sheet as on 31% March 2015.

Discuss situations which require companies to float Internal Reconstruction scheme.
Under which circamstances, a profit making and cash surplus company can productively
use capital reduction to enhance sharcholders” value. How is capital reduction different
from, stock split and buy-back of shares?

“Advanced Accounting
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Q.4 - National Co Lid. was acquned by Global Co. Ltd on ’)l 12.2014, the thnce Sheet of

Q.5

N'monal Co. Ltd., on that day was as follows.

= LIABILITIES o S Rs, b 0T ASSETS s ~Rs.
o T q . Sh. (Rs.10) C.lplt'}l : 7 "'1(},00,000 Plant 'md 1\L1chmu"y coennel e 2 70,000
E General Reserve 70000 4,80,000 | Stock L e 30,000
. EmployeebP F Sl 20,000 Debtmb col o D 50000
Sundry Creditors 30,000 | CashatBank T 1,00,000
Short term loan - 70,000 | Preliminary Expenses 1,50,000

Total - - ' 16,00 000 Total ' 16 00 000

The terms and conditions wete: S L e :

() Global Co. Ltd. took all liabilities at lD% reducuon fmd assets at 10% apprecmtlon
except sundljr creditors and Plant and Machinery of Rs.50,000 book value, which
- National sold at Rs. 45 000. Global Co. Ltd and Natlonfll Co. Ltd shared the cost of
_acquisition of Rs.20,000 equally. '

e Glob'll Co. Ltd. issued 10 shares of Re. 1 each at 50% remium to 80% shareholdels
. P

'in exchange of 1 shate and eqmvalent amount of cash for the 1em'unmg shaieholdcrs
of Nationial Co. Ltd.
(i) Cash and Bank balance was taken over. Short term loan was repa}d by Global Co.
(ivy1 \lftl:lonfil Co. I td. h’lS cxcated provlsiou of 10% foL doubtful debts pnol fo
amalgamation.

Show journal entries in the books of both the companies, Realization Account in the
books of National Co. Ltd. and opening Balance Sheet of Global Co. Ltd. rlght after
amalgamation.

The Balance Sheet of Gati Ltd. as on 31* March 2015 is as under:

Liabilities Amount Assets Amount
5000 Equity shares of | 2,50,000 | Patents - = v 1,70,000
Rs.100 each Rs.60 paid up ' ‘
12,000, 10% Preference shares | 2,00,000 | Freehold Premises 50,000
of Rs.100 each o |
15% Debentures 1,50,000 | Machinery 1,50,000
Unsecured Loan 70,000 | Stock oot 01,30,000
Creditors 1,00,000 | Debtors 1,20,000
Qutstanding  interest on 30,000 | Bank 80,000
Debentures
Profit & Loss Account 1,00,000
Total 8,00,000 | Total 8,00,000

On 01.04.2015, The following scheme of reconstruction passed by the board was
approved by the cout.

i) After making the final call of Rs.40 on the partly paid equity shares, some equity
shares were reduced to Rs.70 paid up for the sharcholders who agreed with the
scheme.

(i) After the final call, shareholders who do not agree with the scheme, are to be paid
Rs.70 per share in cash for buying back their shares and ettmgmshmg all nghts
- thereof. Such dissenting shareholders hold only 500 equity shares.

(1) Preference shareholders to get 15, 12% preference shates of Rs.10 cach in C},changc
of 2 existing preference shares of Gati Ltd.

-5 Advanced _Acco_un_tjng il
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Q.6

Q.7

- Advanced Accoﬁﬁﬁ_ing o

(iv) Liability in respect’ of 15% dcbentures and interest accrued thereon s to be .-

discharged directly by the issue of new equity shares of Rs.100 each fully paldmup

(v) The creditors of Gati Ttd. will gct 60% of their dues in cqsh and 20% in cquity 4

* shares of Rs.100 cach and the balatice is forgonc by them, -

- '-(v1) The frechold premises to be qppieqated by 20%. The value bf machmery is to be

" reduced by 30% and that of debtots by 10%. The V"due of stock is to be reduced bj, o

“Rs.20,000 and the p’ltcnts will have to be devalued to the’ extent posslble

'(vu) The reconstrucuon expenses : amount to Rs. 5 OOO

You are 1equned to pass necessary ;ouxml entries and prepare Bqlance Sheet thex
Reconstmction in the books of tht Ltd -

Poilowmg are the summanzcd Bfihnce Shects of Holdmg Ltd 'md Subsldl'uy Ltd as on
31.3.2015.

Liabilities Holdmg Subsndlary A_ss_ets Holdmg Subsldlary
e Ltd. (Rs.) | Ltd. (Rs.) " | Led. (Rs) | Ltd. (Rs)
| Equity - Share | 10,00,000 :3,00,000 | Frechold 4,50,000 [ _' 1 20 000
Capital of ' Premiscs R
Rs.10 each : o Y
General 4,00,000 1,25,000 | Investment in | 2,60,000 -
Reserve Lo ' .| Subsidiary R
Ltd.
(20,000 shares
at cost) '
Profit & Loss| 3,00,000 1,75,000 | Plant & | 3,50,000 1,660,000
Account Machinery : B
Furniture 80,000 30,000
Sundry 1,00,000 70,000 | Stock 3,20,000 1,60,000
Creditors ) e
' Sundry 3,00,000 | 1,70,000
Debtors e -
Bank 40,000 30,600
Total 18,00,000 6,70,000 | Total 18,00,000 6,70,000

Additional Information:

When Holding Ltd. acquired shares in Subsidiary Ltd. on 1.4.2014, Submdmry Ltd. had
Rs.80,000 in Reserves and Rs.75,000(Cr.) in Profit & Loss Account. In September 2014,
40% dividend has been distributed by Subsidiary Ltd. for 2013-14 financial year. Stock
of Rs.1,60,000 held by Subsidiary Ltd. consists of Rs.20,000 of goods purchased from
Holding L.td. at cost. '

You are required to prepare a Consolidated Balance Sheet of Holding Ltd. with
Subsidiary Ltd. as on 31.3.2015.

(a) What are the behavioural red flags to spot employee fraud and measures to counter
- it?

(b) “The regime of International Financial Reporting Standards (IFRS) will bring a
paradigm shift in the Indian Generally Accepted Accounting Principles (GAAP).
Especially, the thrust on substance over forn, use of fime value of money and measurement
based on fair palne are momentous changes”” Discuss instances to substantiate

= undcrat’mdmg of the above mentoned changes pmposcd in Indian GAAT under the
IFRS regime.

R
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