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ADVANCED FINANCIAL ACCOUNTING

(General)
Paper - G3
Full Marks — 100

Time : 3 Hours

The questions are of equal value for any group / half.

- 4 The figures in the right-hand margin indicate marks.

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

1. Answer any five questions : 4x5

(a)
(b)
(c)

(d)

What do you mean by Capital Reduction?
Distinguish between Interest and Capital.

What is Purchase Consideration ? How it is
calculated 7

What is the need for IFRS 7
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(e) State in brief the steps of computing capital
employed.

(f) State the differences between Shares and
Debentures.

(g) What are the conditions attached to the
redemption of preference shares?

(h) What are the different bases for the valuation
of shares and what are the situations in
which shares are required to be valued?

(i)  What do you mean by Average clause?

(i) What do you mean by Bonus Shares ?
When does a company in the Bonus Shares?

2. Answer any five questions : 8x5

(a) What do you mean by Goodwill? Discuss
any two important methods of valuation of
Goodwill. 2+6

(b} Agnibina Ltd. have part of their share capital
in 3000, 5% redeemable preference shares
of Rs. 100 each. According to the Articles
of Association of the company the shares
are redeemed at a premium of 5%. The
reserve of the company shows a credit
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balance of Rs. 2,00,000. The directors decide
to utilise 50% of the reserve in redeeming
the shares and the balance is to be used
from the proceeds of fresh issue of sufficient
number of Rs. 10 each. The Premium is to
be used from the years' profit and loss
appropriation account.

You are required to give the Journal entries
on completion of the above transactions. 8

(c) P. Ltd. issued 5000 Equity shares of
Rs. 100 each. The share capital is to be
collected as under :

on Application Rs. 30
on Allotment Rs. 25
on First call Rs. 30
on Final call Rs. 15

All the shares were subscribed and all the
moneys were received excepting first & final
call money for 100 equity shares. Show the
necessary Journal entries. 8
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(d) R. Ltd. Co. has paid up capital of
Rs. 6,00,000 represented by 1,00,000 equity
shares of Rs. 10 each, Rs. 6 per share paid
up. The company has large balance in its
reserve Alc. A bonus of Rs. 10,00,000 is
declared which is appplied as :

(i) to convert the partly paid shares into
fully paid shares and

(i) toissue 60,000 fully paid bonus shares
of Rs. 10 each to the existing
shareholders. Show the necessary
journal entries. 8

(e) (i) Distinguish between amalgamation and
absorption of companies.

(i) Distinguish between internal and
external reconstruction of a company.

4+4
(f) State the advantages and limitations of
Accounting standard. 8

(g) Whatis the necessity of opening a separate
Investment Ledger. Give the ruling of an
Investment Account in such a Ledger. 2+6

(h) Whatis the need of Accounting Standards?
Write a short note on the different

accounting bodies in India and abroad.
4+4
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(i) Whatare the various types of Mechanical
Accounting? 8

(j) The following information is available from
Vivekananda Ltd. as at 31st March, 2019

Capital

2000, 8% preference shares of Rs. 100 each
fully paid — Rs. 2,00,000

5000 Equity shares of Rs. 100 each
fully paid - Rs. 5,00,000

10% Debentures Rs. 2,00,000
Reserve & surplus Rs. 4,00,000
Current liabilities Rs. 1,50,000
Assets :

Fixed assets Rs. 8,50,000
Current assets Rs. 7,00,000

For the purpose of valuation of shares fixed
assets are to be depreciated by 10%. Interest
on debentures is due for 6 months,
preference divident is due for the year.
Neither of these has been provided in the
Balance Sheet. Calculate the value of each

equity share. 8
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3. Answer any two questions : 15%2

(a)

(iy What are the considerations in selection
of Accounting Policies?

(i) Explain the Accounting standard on
accounting for Fixed Assets. 7+8

On 13th July 2018 ; a fire occurred in the
business premises of Saha Trading Co. and
most of the stocks were destroyed. The goods
salvaged were valued at Rs. 11,350. In
addition, some stock was salvaged in a
damaged condition and its value in that
condition was agreed at Rs. 11,250. The
following information also are supplied
to you :

(i) Stock on 31st Dec. 2017 83,500

(i) Purchases from 1st January 1,12,000
2018 to13th July 2018

(iii) Sales from 1st January 1,54,000
2018 to 13th July 2018

(iv) Average percentage of gross profit
on sales on the basis of last 4 years
profits 25%.

Saha Trading Co. had insured their
stock for Rs. 75,000.
You are to ascertain the claim to be put

forward to the Insurance Company
concerned. 15
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(c) (i) Discuss the ‘Super profits’ methods of
valuation of goodwill.

(i) What are the methods of providing for
redemption of Debentures? Discuss
their merits and demerits with
illustrations. 7+8

(d) P.Ltd. and R. Lid. agreed to amalgamate. A
new Company PR Ltd. was formed to take
over the above two companies as on 31st

March, 2019. The Balance Sheet of the two
companies as on that date are given below :

Liabilities P. Ltd. R. Ltd. Assets P. Ltd. R Lid.
Share capital goodwill 50,000 —
Equity shares of Land &
Rs. 100 each 10,00,000 8,00,000 building 3,00,000 3,00,000
Capital Reserve  4,00,000 — Plant & 6.00.000 3,060,000
Machinery
Share premium Alc — 1,00,000 Patents 1,50,000 —
General Reserve  1,00,000 50,000 Stock 200,000 2,00,000
P/L Alc 100,000 50,000 Debtors 3,00,000 2,00,000
Sundry creditor 80,000 1,00,000 Cash at 80,000 1,00,000
‘ Bank
16,80,000 11,00,000 16,80,000 11,00,000

Show the Journal entries and openning
Balance Sheet in the Books of New
Company PR Ltd. 15

(Interal Assessment : 10 marks)
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Rs.
Stock on 31st Dec. 2017 83,500
Purchases from 1st July 1,12,000

2018 to 13th July 2018

(i) Sales from 1st January 2018  1,54,00 0

to 13th July 2018
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(iv) Average percentage of gross profit
on sales on the basis of last 4 years
profit 25%.
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Liabilities P. Ltd.
Share capital

Equity shares of

Rs. 100 each  10,00,000
Capital Reserve  4,00,000

Share premium Alc —

General Reserve 1,000,000
P/L Alc 1,00,000
Sundry creditor 80,000

R. Ltd.

8,00,G00

1,00,000
50,000
50,000

1,00,000

16,80,000 11,00,000

Assets P. Ltd.
goodwill 50,000
Land &

building  3,00,000

Plant & 6.00.000
Machinery

Patents 1,50,000
Stock  2,00,000
Debtors  3,00,000

Cash at 80,000
Bank

R Ltd.

3,00,000
3,00,000

2,00,000
2,06,000
1,30,000

16,80,000 11.00,000
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