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GENERAL INSTRUCTIONS:

· This question paper contains two parts A and B.

· Both the parts are compulsory.

· Internal choice is given in question No 15 & 16.

· All parts of questions should be attempted at one place.
[PART A : PARTNERSHIP AND COMPANY ACCOUNTS]
1. If there is a match fund of Rs. 10,000 and match expenses Rs. 2,000, how these will be treated in case of Not-for-Profit Organizations?




                   (1)

2. List any two items to be shown in the credit side of fixed capital A/c of partners?
       (1)

3. L and M are partners in a firm. They admit N for 1/5th share. N is to contribute capital proportionate to his share in the firm. The combined capital of L and M, after all adjustments, is Rs. 56,000. Find the capital to be contributed by N.




       (1)

4. Enumerate two factors affecting valuation of goodwill?



 
       (1)
5. Give the meaning of Minimum Subscription.





       (1)

6. Compute subscription income from the following information for the current year 2011: 

	
	2010
Rs.
	2011
Rs

	Subscription outstanding                
Subscription received in advance
	1, 000

8, 000
	5, 000

3, 000


Total subscription received during the year Rs. 30,000.




       (3)

7. Ashwini Ltd purchased a machine from Hiral Traders valuing Rs. 4,00,000 at 10% trade discount. In consideration they paid half the amount through cheque and remaining half by issue of equity shares of Rs. 10 each at 10% discount. Pass necessary journal entries in the books of company. 








       (3)

8. State the exceptions to the creation of Debenture Redemption Reserve as per SEBI Guidelines.









       (3)

9. The net profit of X, Y and Z for the year ended March 31, 2011 was Rs. 60,000 and the same was distributed among them in their agreed ratio of 3:1:1. It was subsequently discovered that the under mentioned transactions were not recorded in the books:

(i)    Interest in capital @ 5% p.a.

(ii)   Interest on drawings amounting to X Rs. 700, Y Rs. 500 and Z Rs. 300.

(iii)  Partners’ salary: X Rs. 1,000, Y Rs. 1,500 p.a.

The Capital accounts of partners were fixed as: X Rs. 1,00,000, Y Rs. 80,000 and Z Rs. 60,000. Record the adjustment entry.






       (4)
10. X, Y and Z were sharing profits and losses in the ratio of 5:3:2. They decided to share future profits and losses in the ratio of 2:3:5 with effect from 1/4/2011. They decided to record the effect of the following, without affecting their book values:

(a)    Profit and Loss Account (cr.)



Rs. 24, 000


(b)    Deferred Advertisement expenditure Account

Rs. 12, 000

(c)    General Reserve




Rs.    9,000


(d)  Workman’s Compensation fund



Rs.    4,000

Pass the necessary adjusting entry.







        (4)
11. Amrita Ltd issued 1,000, 8% debentures of Rs. 100 each. Out of these 1/4th debentures will be redeemed annually starting from 2011 may drawing at par or by purchasing from the open market for cancellation depending upon the company’s option.
During 2011 Company purchased Rs. 20,000 debentures at Rs. 96 each and Rs. 5000 debentures at Rs. 97 each.

Expenses during this process were amounted to Rs. 300. Pass necessary journal entries for the same for the year 2011 for redemption of debentures.





        (4)

12. (a)  A Ltd. acquired assets of Rs. 36 lakhs and took over creditors of Rs. 3 lakhs from B 
 
 Enterprises. A Ltd. issued 12% debentures of Rs. 100 each at a premium of 10% as 
 
 purchase consideration. Record necessary journal entries in the books of A Ltd.

(b)  Dunlop Ltd. had an outstanding balance of Rs. 5,00,000. 6% debentures of Rs. 100 each redeemable at a premium of 10%. According to the terms of redemption, the company redeemed 10% of these debentures by  converting them into 8% preference shares of Rs. 10 each issued at a premium of   10%. Record  journal  entries for the redemption in the books of the company.                                                               (3+3=6)
13. Prepare Income and Expenditure Account and Balance Sheet of the Rayon Club from the following information for the year ending 31st Dec. 2010:
Receipts and Payments A/c

	Receipts
	Rs.
	Payments
	Rs.

	Cash in Hand 

Cash at Bank

Subscriptions

Games Fund 

Entrance Fees

Donations for Building

Sale of old Newspapers

Life Membership Fee
	150

3,100

5,800

1,500

200

3,000

100

2,000
	Ground Roller (Purchased in January)

Salaries

Rent

Games Expenses

Miscellaneous Office Expenses

Sports Material

Cash in Hand 

Cash at Bank
	1,100

4,700

500

1,300

2,400

1,200

200

4,450

	
	15,850
	
	15,850



Additional Information:

	
	     31/12/09
	31/12/10
.Rs.

	Subscription

Sports Material

Miscellaneous Office Expenses Due
	900

1,100

300
	800

1,800

400


Subscriptions for 2011 have been received in advance to the extent of Rs. 1,200. Depreciate Ground Roller by 10%.








       (6)
14. Following is the balance sheet of A and B on 31st December 2010:
	Liabilities 
	Amount

Rs.
	Assets 
	Amount

Rs.

	Sundry Creditors

Mrs. A’s Loan

General Reserve

Bank loan

Investments fluctuation fund

A’s Capital

B’s Capital
	60,000

10,000

20,000

10,000

2,000

20,000

20,000
	Cash

Stock

Investments

Furniture

Debtors                              40,000

Less: Provision                     4,000

Plant
	26,000

10,000

20,000

10,000
36,000

40,000

	
	1,42,000
	
	1,42,000


The firm was dissolved on 31st December 2010 on following terms:

(a)
A promised to pay Mrs. A’s Loan and took over stock at Rs. 8,000.

(b)
Debtors realized Rs. 38,000.

(c)
Creditors payable after one month were paid immediately at 6% discount.

(d)
Plant realized Rs. 50,000, furniture realized at book value and investments Rs. 19,000.

(e)
Old typewriter completely written off, estimated to realize Rs. 600 is taken over by B.

(f)
Realisation expenses, Rs. 2,000 paid by A.

Prepare necessary ledger accounts to close books of the firm.



       (6)
15. DB Ltd. invited applications for the issue of 1,00,000 equity shares of Rs. 10 each payable as follows:

On application and allotment     -       
Rs. 3 per share 

On 1st Call                                  -   
Rs. 4 per share

On 2nd and final call                   -      
Rs. 3 per share

Applications for 1,50,000 shares were received and pro-rata allotment was made to all the applicants. Excess application money was adjusted on the sums due on 1st call, when the first call was made, one shareholder who had applied for 1,500 shares did not pay the 1st call money and his shares were forfeited. These shares were reissued at Rs. 12 fully paid up.

Pass necessary journal entries,

Or
Aishwarya Ltd issued 50,000 preference shares of Rs. 10 each as fully paid to the vendors for the purchase of building. 20,000 equity shares of Rs. 10 each were issued to the public. Of which, 18,000 shares were subscribed for. During the first year, Rs. 6 per share were called up, payable Rs. 3 on Application,  Re.1 on Allotment, Re.1 on First call and Re.1 on Second call. The amounts received in respect of the equity Shares were as follows:

On 16,000 Equity Shares, the full amount called.

On 1, 200 Equity Shares, Rs. 5 per share.

On 500 Equity Shares, Rs. 4 per share.

On 300 Equity Shares, Rs. 3 per share.

The Directors forfeited 800 Equity Shares on which less than Rs. 5 per share had been paid. Show journal entries in the books of the company.




       (8)
16. A, B and C are partners in a firm sharing profits and losses in the ratio of 3:2:1. Their Balance Sheet as on 31st, December, 2010 is as under:
	Liabilities
	Rs.
	Assets
	Rs.

	Creditors

Bills payable

General Reserve

Bank overdraft

Capitals Accounts:

    A                         40,000

    B                         40,000

    C                         30,000
	30,000

16,000

12,000

12,000
1,10,000
	Cash in Hand 

B/R

Debtors                      25,000

Less: Provision for 

Doubtful debts             3,000

Stock

Furniture

Machinery

Goodwill
	18,000

12,000
22,000

18,000

30,000

70,000

10,000

	
	1,80,000
	
	1,80,000


B retires on 1st January, 2011 on following terms:

(i)     Provision for doubtful debts to be raised by Rs. 1,000.

(ii)    Stock to be depreciated by 10% and furniture by 5%. 

(iii)   There is an outstanding claim for damages of Rs 1, 100 and it is to be provided 

         for.

(iv)    Creditors will be written back by Rs. 6,000.

(v)     Goodwill of the firm is valued at Rs. 22,000 and it should be adjusted through 

         capital transfer. 

(iv)    B is paid in full with the cash brought in by A and C in such a manner that their 

         capitals are in proportion to their profit sharing ratio and cash in hand remains at 

         Rs. 10,000.

Prepare Revaluation Account, Partners’ Capital Accounts and Balance Sheet of A and C.

Or

Balance Sheet of A, B and C sharing profits in the ratio of 3:2:1 is given below:

Balance Sheet
	Liabilities
	Rs.
	Assets
	Rs.

	A’s Capital

B’s Capital

C’s Capital

Contingency Reserve

Trade Creditors

Employees’ Provident Fund

Workmen’s Compensation Fund
Bills Payable
	4,00,000

4,00,000

2,00,000

60,000

1,60,000

20,000

60,000
50,000
	Bank

Debtors                          2,00,000

Less: Provision for D.D.     3,000

Stock

Furniture

Machinery

Building
Patents
	40,000

1,97,000

2,03,000

30,000

5,30,000

3,00,000
50,000

	
	13,50,000
	
	13,50,000


It was decided to admit D into partnership on the following terms and conditions:

(i)    New profit sharing ratio between A, B, C and D will be 3:3:2:2.

(ii)   Goodwill of the firm is valued at Rs. 3, 00,000. D brings his share of goodwill in 

        cash which is credited to the old partners.  

(iii)  D brings Rs. 1,50,000 as his share of capital.

(iv)  Contingency Reserve is not required any more.

(v)   Provision for doubtful debts to be raised to 5% on debtors.

(vi)  Machinery is revalued at Rs. 5,00,000 and Building is revalued at Rs. 3,67,000.

Prepare Revaluation Account, Capital Accounts of A, B, C and D and the new Balance Sheet.










       (8)
[PART B : ANALYSIS OF FINANCIAL STATEMENTS]

17. State one transaction involving Increase in Debt Equity Ratio and an decrease in Current Ratio.










       (1)
18. Define Cash Equivalent.








       (1)
19. If a Furniture manufacturer buys furniture to keep the goods in it, will this furniture be placed under Operating, Investing or Financing activity in cash flow statement and why?   (1)
20. Briefly explain why the creditors and employees are interested in analysis of financial statements.










       (3)
21. Prepare a common size Balance Sheet from the following Balance Sheet of A Ltd. and B Ltd. as at 31/3/2011.
	Liabilities
	A Ltd

Rs.
	B Ltd.

Rs.
	Assets
	A Ltd

Rs.
	B Ltd.

Rs.

	Share Capital

Reserves and Surplus

Current liabilities 
	3,00,000

1,50,000

50,000
	4,00,000

1,25,000

75,000
	Fixed assets

Current Assets


	2,00,000

3,00,000


	3,50,000

2,50,000



	
	5,00,000
	6,00,000
	
	5,00,000
	6,00,000













       (4)
22. Following is the Balance Sheet of Y Ltd. as on 31st March 2011:

	Liabilities
	Rs.
	Assets
	Rs.

	Equity Share Capital

General Reserve

12% Debentures 

Current :Liabilities 

Profits of the year 


	18,00,000

4,00,000

8,00,000

12,00,000

5,00,000
	Fixed Assets

Cash at Bank

Other Current Assets  

Preliminary Expenses
	30,00,000

1,50,000

15,00,000

50,000

	
	47,00,000
	
	47,00,000


Calculate current ratio and debt equity ratio.


       (4)
23. Prepare a Cash Flow Statement from the following information of Satyam Ltd.:

	Liabilities
	2009
Rs.
	2010
Rs.
	Assets
	2009
Rs.
	2010
Rs.

	Share Capital

Profit and Loss A/c

10% Debentures

Tax Provision

Sundry Creditors

Bills Payable
	4,00,000

1,50,000

4,00,000

30,000

30,000

20,000
	7,00,000

2,80,000

1,00,000

65,000

65,000

-
	Investments

Goodwill

Plant and Machinery

Stock

Debtors

Cash
	2,00,000

30,000

5,50,000

1,50,000

60,000

40,000
	3,00,000

-
7,00,000

1,60,000

30,000

20,000

	
	10,30,000
	12,10,000
	
	10,30,000
	12,10,000


Additional information:

(i)     Provision for tax made during the year Rs. 45,000.

(ii)    Depreciation charged during the year Rs. 22,500 on Plant & Machinery.

       (6)

MARKING SCHEME
1. Match fund Rs. 8,000 will be shown to liabilities side of Balance Sheet.

(1 mark for correct answer)







       (1)
2. Balance b/d and Additional capital introduced by a partner

(1/2  mark for each correct answer)






       (1)
3. N’s Capital = 14,000 (56,000 x 5/4 x 1/5).
(1 mark for correct answer)







       (1)
4. 1)Location of the business, and 2) Quality of the product,etc.
(1/2  mark for each correct answer)






       (1)
5. At least 90% of the issued share capital to meet out cost of incorporation and working capital.
(1 mark for correct answer)







       (1)
6. Subscription to be shown to income side of Income & Expenditure A/c Rs. 39,000.

(3 marks for correct answer)







       (3)
7. Discount on Issue of Shares = 20,000





Machinery A/c
      Dr 3,60,000




To Hiral TradersA/c

3,60,000


Hiral Traders 

      Dr 1,80,000




To Bank A/c 


1,80,000



Hiral Traders 

      Dr 1,80,000



Share discount A/c 
      Dr    20,000




To Equity Share capital a/c
 2,00,000
(1 mark for each correct entry)






         (1 x 3=3)
8. (i) Infrastructure Company, (ii) Companies issued debentures for not more than 18 months, (iii) Companies 
 issued debentures under private placement, (iv) Companies issued convertible debentures 
(1 mark for each correct point)






         (1 x 3=3)
9. 


X’s capital A/c 

      Dr 2,500



To Y’s capital A/c

2,400



To Z’s Capital A/c

   100

(4 marks for correct answer) 







        (4)
10. 

Z’s Capital A/c 

Dr 7,500



To X’s Capital A/c
7,500
(1 marks for entry and 3marks for working )






        (4)
11. 
(1)
Own Debentures A/c 


Dr 24,350 (19,200 + 4,850 + 300)            


To Bank A/c




24,350



     (1½)

(2)
8% Debentures A/c


Dr 25,000




To Own Debentures A/c



24,350




To gain on cancellation of own Debentures A/c
650


     (1½)

(3)
Gain on cancellation of own Debentures A/c
Dr 650




To Capital Reserve A/c



650


       (1)












           (1½ + 1½ + 1=4)

12. 

  (a)(i)
Sundry Assets A/c


   Dr 36,00,000







To Creditors A/c 



  3,00,000







To B Enterprises



33,00,000               (1½)



(a)(ii)
B Enterprises 



   Dr 33,00,000







To 12% debentures A/c 



30,00,000







To Securities Premium A/c
 

 3,00,000















 (1½)













    (1½ + 1½=3)




(b)(i)
6% debentures A/c 


    Dr 50,000






Premium on redemption of debentures A/c Dr   5,000







To debentures  holders A/c


55,000                    (1½)



(b)(ii)
Debenture holder’s A/c 


    Dr 55,000







To 8% preference share capital A/c

 50,000







To Securities premium A/c


   5,000                   (1½)













    (1½ + 1½=3)

13. Capital fund = 4,950, Deficit = 3,510, Balance Sheet = 8,240.

(3 marks for income and expenditure, 1 mark for opening Balance Sheet and 2 marks for closing Balance Sheet)







     (3 +1+2=6)

14. (c)
60,000 x 6/100 x 1/12 = 300.




Profit on Realisation 9,900 A = 4,950, B = 4,950. 




Capital A/c  A = 38,950, B = 34,350.

      


Cash A/c = 1,33,000.

                                 Discount received= 300
(2 marks each for Realisation A/c, Partner’s Capital A/c and Cash A/c)

        (2+2+2=6)

15. Capital reserve = 800, cash at Bank = 4,96,500.
(1mark for each correct entry except 1/2mark for first and last entry)



       (8)
Or

Unpaid Allotment money = 300, Ist Call money = 800, Iind & Final call money = 800, Share Forfeited money = 2,900.
(1/2mark for each correct entry except 1marks entries for amount received on allotment, first and second call and forfeiture) 







                    (8)
16. Profit on Revaluation = 600, Capital Balances A = 35,800 + 42,650 = 78,450, C = 28,600 – 2,450 = 26,150, Payment to B = 48,200.


For Goodwill:




A’s Capital A/c

Dr 5,500




C’s Capital A/c 

Dr 1,833





To B’s Capital A/c

7,333


Balance Sheet total = 1,57,700. 
(2, 3 and 3 marks respectively for Revaluation A/c , Partner’s Capital A/c and Balance Sheet)  











        (2+3+3=8)
Or

Profit on Revaluation = 30,000,  Balance Sheet = 15,90,000.
(2, 3 and 3 marks respectively for Revaluation A/c , Partner’s Capital A/c and Balance Sheet)  











        (2+3+3=8)
17. Repayment of preferential shares in cash.

(1 mark for correct answer)








        (1)

18. Short term or highly liquid investments that are   readily convertible into the known amount of cash with less risk are called cash equivalent.

(1 mark for correct answer)








        (1)
19. Investing activity as it is a purchase of an asset.

(1 mark for correct answer)








        (1)
20. Creditors – Creditors are interested in financial statements, to judge the liquidity position of the company

Employees - Employees are interested in financial statements,  to help the labour unions in negotiating their wage agreements.

(1½ mark for each correct answer)






   (1½ + 1½= 3)
21. A Ltd – Fixed Asset = 40%, Current Asset = 60%, Total Assets = 100%, Share Capital = 60%, Reserves and Surplus = 30%, Current Liabilities = 10% Total liabilities = 100%
B Ltd – Fixed Asset = 58.33%, Current Asset = 41.67%, Total Assets = 100%, Share Capital = 66.67%, Reserves and Surplus = 20.83%, Current Liabilities = 12.50% Total liabilities = 100%
(2 marks for each side of the balance sheet)





            (2+2=4)
22. (1)  Current Ratio = 1.3:1

(2)  Debt Equity Ratio = 30.18:1

(2 marks for ROI and 1 mark each for Current ratio and Debt Equity ratio)

        (2+1+1=4)
23. Cash inflow from operating activities =  2,82,500

Cash outflow from investing activities = 2,72,500

Cash outflow from financing activity =      30,000

(2 marks for each activity)







        (2+2+2=6)
1

