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ADVANCED FINANCIAL ACCOUNTING

[ Honours ]
PAPER — AH3
Full Marks : 100
Time : 4 hours
The figures in the right hand margin indicate marks

Candidates are required to give their answers in their
own words as far as practicable

Illustrate the answers wherever necessary

[ NEW SYLLABUS ]
GROUP-A
( Accounting Standards and IFRS )
[ Marks : 18 ]

1. Answer any three questions : " 6x3

(a) Discuss briefly the procedure of setting
Accounting Standard(AS) in India. 6

(7 — Over)



(2)

(b) Who are the members of Accounting

Standard Board (ASB) ? 6
(¢) Write ashort note on Ind AS?2. 6
(d) What do you mean by IFRS ? State any four
Indian IFRS ? 2+4
(e) Mention any three advantages of Accounting
Standard. 6
(/ What do you mean by IASB ? What are the
contents of accounting standards ? 2+4
GROUP - B

(Advanced Financial Accounting)
{ Marks : 72 )
Answer any four questions : 4 x4

(a) Discuss briefly two methods of valuation of
goodwill. 4

(6) What do you understand by minimum rent ? 4
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(3)

(c) Explain with suitable example the formula
of average clause applicable in case of Fire

Insurance claim. 4
(d) What do you understand by Cum-dividend and
Ex-dividend purchase of Investment ? 4

(¢) What do you mean by shortworking in
case of Royalty ? How can it be recoupedz?

+2
() Discuss briefly the 'Yield Method' for
valuation of shares. 4
(g) What do youmean by Absorption? 4
3. Answerany four questions : x4

(a) TIREX Ltd. issued 50,000 Equity shares of
Rs.10 each and 3000 Redeemable preference
shares of Rs.100 each, all shares being fully
called and paid-up. On 31.03.2015, profit
and Loss A/c showed an undistributed profit
of Rs.50,000 and General Reserve Account
stood at Rs.1,20,000. On 2.4.2015, the
directors decided to issue 1500 6% equity
shares of Rs.100 each for cash and to
redeem the existing preference shares at
Rs. 105 utilising as much profits as would
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(4)

be required for the purpose. On 31.3.2015,
cash balance amounted to Rs.1,85,000 and
Sundry creditors stood at Rs.87,000.

Show the journal entries to record these
transactions. Prepare also of summarised
Balance Sheet showing the position of the
company on completion of the redemption. 8

(£) What do you mean by Minimum Rent ? Give
the Journal entries with imaginary figures
when royalty is less than minimumrent. 2 + 5 —~

i

(c) The Balance sheet of S Ltd. was as :

Liabilities Rs. Assets Rs.

7,500 pref. sh. of Patents 8.50,000
Rs.100 each 7,50,000 Building 1,30,800
5,000 eq. sh. of Plant & Machinery 42,000
Rs.10 each 5,00,000 Sundry Debtors 75,200
Sundry creditors 30,000 Stock 56,500
Bank Qverdraft 20,000  Disc. on issue of sh. 20,000
Preliminary exp. 10,000

P& LA 1,15,000 4
cash in hand 500
13,006,000 13,00,000
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(35)

The following scheme of capital reduction
was adopted :

(i) Pref. Sh. be reduced to an equal no. of
fully paid shares of Rs.50 each. -

(ii) Equity Shares be reduced to 25 % of
their present value.

(iii) The amount available be used to write
off Rs.30,800 from Building, Rs.15,000
of stock, 20% of Plant and Machinery
and Sundry Debtors. The balance
available will be utilised in writing off
Patents after the remaining intangible
assets being written off in full.’

Journalise the above transactions in thé Books
of S Ltd. ' _ 8

(d) The following particulars are available in
relation to DECOR Litd. : :
(i) Capital : 450, 6% preference shares of
Rs.100 each fully paid and 4500 Equity
shares of Rs.10 each fully paid.

(ii) External Liabilities Rs.7,500. -
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(6)

(ii7) Reserve and Surplus Rs.3,500.

(iv) The average expected profit (after
taxation ) earned by the company
Rs.8,500.

(v) The normal profit earned on the market
value of Equity Shares (fully paid) of the
same type of companies is 9%.

(vi) 10% of the net profits after tax is
transferred to Reserve.

Calculate the intrinsic value per equity
share and the value per share according to
dividend yield basis. Assume that out of
total assets, assets worth Rs.350 as fictitious. 8

(e) Whatis goodwill ? What are the factors that
give rise to the goodwill of a business ? 2 + 6

() On 1st January, 2008, 1000, 12% debentures
of Rs.100 each of BD Ltd. were held as
investments by Mr. GG at a cost of
Rs.91,000. Interest is payable on 31st
December.

UG/T/AFA/H/AH3/17(New) ( Continued)



(7)

On 1.4.2008, Rs.20,000 of such debentures
were purchased by GG @ Rs.98 cum
-interest.

On 1.9.2008, Rs.30,000 of such debentures
were sold by GG @ Rs.96 ex-interest.

On1.12.2005, Rs,50,000 of such debentures
were sold at Rs.99 cum-interest.

Interest was received on due dates.

Prepare the Investment Account for 12 %
debentures. Valuing closing stock as on31st
December 2008 applying AS13. The
debentures were quoted at Rs.93 on 31st
December, 2005. o 8

4. Answer any fwo questions : - 12 x2
(a) What is Reconstruction ? Distinguish between
‘internal and external reconstruction. 2+ 10
(5) There was a fire in the premises of M/S AYZ
on Ist september, 2009. Their business

activities were interrupted until 31st
December, 2009, when normal trading
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(8)

conditions were re-established. M/S AYZ is
insured under the loss of profits policy for
Rs.42,000, the period of indemnity being six
months.

You have been able to ascertain the following
information :

(/) The net profit for the year ended 3 1st
December, 2008, was Rs.20,000.

(if) The annual insurable standing charges
amounted to Rs.34,000 of which
Rs.6,600 were not included in the
definition of insured standing charges
under the policy.

(iii) The additional cost of working in order
to mitigate the damage caused by the firc
amounted to Rs.1,200, but for this
expenditure, the business wouid have
had to be shut down.

(iv) The saving in insured charges in
consequence of the fire amounted to
Rs.1,500.
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(%)

(v) The turnover for the periods of four
months ended April 30th, August Z} 1st,
and December 31st in each of the years
2008 and 2009 were as under:

Rs Rs - Rs

- — 1
2008 65,000 80,060 95,0?0
2009 . 70,000 80,000 15,000

You are required to compute the relevant
claim under the terms of the loss of
profits policy. 12

(¢j S.Ltd. and M.Ltd. agreed upon! anm
amalgamation when their Balance Sheets
were as follows :

12
Liabilisies S.14d M. Ed  Asses Sitd | M L.
- (Rs)  (Rs) ®s) = Rs)
Issued capital 30000 24000 Fumitre 9000 | 6300
(Sharcs of Rs.10 Debtors 4400 . 18,000
- cach) Bank = 18360 | 12,240
Reserve - 1500 Profit &
Profit & !.oss Alc - 3,600 Loss A/c 1,140
Sundry Creditors 12,900 7,440
290 36,540 42900 | 36,540
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( 18)

The assets of S Ltd. are taken over at book
values except furniture which is to be wriiten
down by Rs.3060, those of M Ltd. are to be

taken at book values, except that Debtors are
to be considered worth Rs.9,900. The share
capital of the new company (i.e. DD Ltd.)
is to be 2400 preference shares of Rs.10
each fully paid and ordiriary shares ¢f Rs.5
each fully paid. The allocation of the shares
is equal except that the surplus capital of
S.Ltd is to be satisfied by preference
shares.

Show the Balance Sheet of the new
Company (i.e., DD Ltd.) and the details of
exchange of shares.

(d) Prepare a consolidated Balance Sheet

from the Balance Sheets of Earth Ltd. and
Moon Ltd.
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( 1)

Balance Sheets as on the 315t December, 2006

Liebilifies Ezrthk, Led. Moon. Ltd. Assets  Earth Ltd. Moon Ltd.
®) @i T @) | @
Share capita! £.00,000 300,006 Buildings 2,60,4G0 } 1,800,000
{of Rs.10 cach} Machinery 1,50.0066  2,00,0080
General Reserve 40,000 e Imvextments ‘

Profit & Loss Alc 70,060 s 20R0TADARCE |

) ic Moon Lid. ;
Bills Payable Afc 50,000 25,000 abeast 297,000 —

Sundry Creditors 2,409,000 75,000
Stock 40,000 30,000
Debtors 1,50,000 50,000
Bills
Receivable 63,000 14,000
Profit &
Loss A/c p— 16,000
%,90,000 4,858,000 9.00,000 | 4,00,080

Additional Information :

() Atthe date of acquisition, Moon Itq had
Rs.20,000 in the credit of its profii and
LossA/c. _ |

(i) Sundry Debtors of Moon Ltd. inciude
Rs.40,000 owing from Earth Ltd. |
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(12 )

(iiiyAcceptance of Moon Ltd. include
Rs.22,000 issued in favour of Earth Ltd.
which has endorsed Rs.2,0006 of them to

a creditor. _ 12

[ Internal Assessment : 10 Marks]

RS
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Figar 7 .
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(13)

(7) IndAS2-GF YRR bimi e ®
(¥) IFRS 7owS ¥ @RI 7 W o sl e IFRS
R TEER | 3+8
(8) o W WA frre RAD R S
| ! Y
(5) 1ASB Zercs & Rt 7 foma e WA et
e I s+8
et —v
(Advanced Financial Accounting)
[ 7 2 ax]
Qi CY RN 5137 R TaR e o ' gxs
(%) TATNE TR (I 45 S AWt Sy
9 | '8
(¥) PR Yot 3fes B a2 | 8
(o) W% w3 vwan Average Clause &% S

W’!‘fﬂ‘liﬁ 1 8
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{14)

(¥) Cum-dividend and Ex-dividend RfRamst @

Fos & @ 2 8

(¢) ooy TR i S s B @e o
«f5 e szt T3 am 9 5 +3

(5) Shares YRR & 'Yield Method' f5 werest
WA T | 8
(8) Absorption oS & @™t ? 3
© | (T G 5735 tvea Tea WS ¢ b X8

(#) TIREX Ltd. issued 50,000 Equity shares of
Rs. 10 each and 3000 Redeemable preference
shares of Rs.100 each, all shares being fully
called and paid-up. On 31.03.2015, profit
and Loss A/c showed an undistributed profit
of Rs.50,000 and General Reserve Account
stood at Rs.1,20,000. On 2.4.2015, the
directors decided to issue 1500 6% equity
shares of Rs.100 each for cash and to
redeem the existing preference shares at
Rs. 105 utilising as much profits as would
be required for the purpose. On 31.3.2015,
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( 15)

cash balance amounted to Rs.1,85,000 and
Sundry creditors stood at Rs.87,000. |

Show the journal entries to record these
transactions. Prepare also a summarised
Balance Sheet showing the position of the
company on completion of the redemption. v

(%) T[N ! IACH 7 TN 7 FHOIP! T A
el WO I T T IS W i
wicaw it ordts | o+ Y

(%) The Balance Sheet of S Ltd. was as:

Liabilities . Rs. - Assets Rs.

7,500 pref. sh. of Patents 8,50,000
Rs.100 each 7,50,000 Building 1,30,800
5,000 eq. sh. of : Plant & Machinery | 42,000
Rs.10 each 500,000  sundry Debtors 75,200
Sundry creditors 30,000  Stock i 56,500
Bank Overdraft 20,000 Disc. on Issue of sh. | | 20,000
Preliminary exp. ; 10,000

P&LAK - 1,15,000

cash in hand 500

13,00,000 15,00,000
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( 16 )

The following scheme of capital reduction
was adopted :

(1) Pref. Sh. be reduced to an equal no. of
fully paid shares of Rs.50 each.

(i) Equity Shares be reduced to 25 % of
their present value.

(#ii) The amount available be used to write
oft Rs.30,800 from Building, Rs.15,000
of stock, 20% of Plant and Machinery
and Sundry Debtors. The balance
available will be utilised in writing off
Patents after the remaining intangible
assets being written off in full.

Journalise the above transactions in the Books
of S Ltd. b

(¥) The following particulars are available in
relation DECOR Ltd. :
(§) Capital : 450, 6% preference shares of
Rs.100 each fully paid and 4500 Equity
shares of Rs.10 each fully paid.

(ii) External Liabilities Rs.7,500.
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(17)

(iii)Reserve and Surplus Rs.3,500.

(iv) The average expected profit (after
taxation ) earned by the company
Rs.8,500.

(v) The normal profit earned on the market
value of Equity Shares (fully paid) of the
same type of companies is 9%.

(vi) 10% of the net profits after tax .is

transferred to Reserve.
\

Calculate the intrinsic value per equity
share and the value per share according to
dividend yield basis. Assume that out of
total assets, assets worth Rs.350 as fictitious. ¢

(8) TR 2 mﬁmmmﬁa%ﬁ

T L4y

(#) On 1st January, 2008, 1000, 12% debentures
of Rs.100each of BD Ltd. were held as
investments by Mr. GG at a cost of
Rs.91,000. Interest is payable on 31st
December.
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(18 )

On 1.4.2008, Rs.20,000 of such debentures
were purchased by GG @ Rs.98 cum
-interest.

On 1.5.2008, Rs.30,000 of such debentures
were sold by GG @ Rs.96 ex-interest.

On1.12.2005, Rs,50,000 of such debentures
were sold at Rs.99 cum-interest.

Interest was received on due dates.

Prepare the Investment Account for 12 %
debentures. Valuing closing stock as on 3 1st
December 2008 applying AS13. The
debentures were quoted at Rs.93 on 31st

December, 2005. 14
8t @ CFiwt 7 dvdw Sea e 3 IR XY
(#) o Foice I Qi 7 Sesdie ¢ AR s

oy sftde fAdf ] + do

(¥) There was a fire in the premises of M/S AYZ
on 1st september, 2009. Their business
activities were interrupted until 31st
December, 2009, when normal trading
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(19 )

conditions were re-established. M/S AYZ is

insured under the loss of profits policy for
Rs.42,000, the period of indemnity being six
months. _

You have been able to ascertain the following
information :

(/) The net profit for the year ended 3 1st
December, 2008, was Rs.20,000.

(ii) The annual insurable standing cha.r‘fger
amounted to Rs.34,000 of which
Rs.6,000 were not included inithe

~ definition of insured standing charger
under the policy. |

(iii) The additional cost of working in order
to mitigate the damage caused by the fire
amounted to Rs.1,200, but for this
expenditure, the business would have
had to be shut down. |

(iv) The saving in insured charger in
consequence of the fire amounted io
Rs.1,500.
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(20)

(v) The turnover for the periods of four
months ended April 30th, August 31st,
and December 31st in each of the years

2008 and 2009 were as under

2008 65,000 80,000 95,000
2009 70,000 80,000 15,000

You are required to compute the relevant
claim under the terms of the loss of

profits policy. 0

(7) S.Ltd. and M.Ltd. agreed upon an
amalgamation when their Balance Sheets

were as follows : 3%
Liabilities Sid M Ly Assets SLu M. Lid.
®s)  ®s) ®)  ®s)
Issued capital 30,000 24,000 Fumiture 9,000 6,300
(Shares of Rs. 10 Debtors 14,400 18,000
each) Bank 18,360 12,240
Reserve - 1,500 Profit &
Profit & Loss A/c - 3,600 Loss Alc 1,140

Sundry Creditors 12,900 7,440

42,900 36,540 42,900 36,540
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(21)

The assets of S Ltd. are taken over at book
values except furniture which is to be written
down by Rs.3060, those of M Ltd. are to be
taken at book values, except that Debtors are
to be considered worth Rs.9,900. The share
capital of the new company (i.e. DD Ltd.)
is to be 2400 preference shares of Rs.10

each fully paid and ordinary shares of Rs.5
each fully paid. The allocation of the shares
is equal except that the surplus capital of
S.Ltd is to be satisfied by preference
shares. |

Show the Balance Sheet of the new
Company (i.e., DD Ltd.) and the details of
exchange of shares. |

(%) Prepare a consolidated Balance 'Sheet
from the Balance Sheets of Earth Ltd. and
Moon Ltd.
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)

Balance Sheets as on the 31st December, 2006

Liabilities Earth. i.td. Mooun. Ltd.

(Rs)

Share capital £,60,900
{of Rs.10 each)

General Reserve 40,000
Profit & Loss Afe 70,000
Bills Payable A/c 50,000
Sundry Creditors 2,40,000

{Rs.))

3,00,000

15,000
75,000

9,00,000

4,00,000

Assets Earth Ltd. Moon Ltd.

Buildiags

Machinery
Investments
2700 shares

in Mocn Ltd.
ai cost

Stock
Debtors
Bills
Reccivable
Profit &
Loss A/e

Additional Information :

(Rs.) (Rs.)
200,000 100,080
1,50,000  2,00,00¢
2,97,000 —_

40,000 30,006
1,50,000 50,000

63,000 10,000

o 10,000
9,00,000 4,00,000

(i) Atthe date of acquisition, Moon Ltd. had
Rs.20,000 in the credit of its profit and

LossA/c.

{ii} Sundry Debtors of Moon Ltd. include
Rs.40,000 owing from Earth Ltd.
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(m) Acceptance of Moon Ltd. include
Rs.22,000 issued in favour of Farth Ltd.
which has endorsed Rs.2,000 of them to

a creditor. LY

[ ereredir gema s so ¥4 |
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