B.Com. DEGREE EXAMINATION, MAY -

(Examination at the end of Final Year)
Part — II : COMMERCE
Paper — III : Corporate Accounting

Time : 03 Hours

(DBC 36)
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Section - A

Answer any Four of the following

Internal reconstruction.
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Revenue Account
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Minority interest.
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Liquidation expenses.

Valuation of shares.

J°eT°0) wovzsoé«‘één.

Purchase consideration.
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Net Assets Method.
Q88 &0 Jed 8.

Rules and regulations for issuing bonus shares.
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Section — B

Answer any Two of the following

Explain the need for accounting standards.
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10) The following particulars are available in respect of the business by Ramana.

11)

a)  Capital Employed — Rs. 50,000.
b)  Trading results
1989 profit Rs. 12,200 1990 profit Rs. 15,000
1991 loss Rs. 2,000 1992 profit Rs. 21,000
c)  Market rate of interest on investments — 8%.
d) Rate ofrisk return on capital invested in business — 2%
e) Remuneration from alternative Employment of the proprietor (if not engaged in business) —
Rs. 3,600 P.A.
You are required to compute the value of goodwill in the basis of 3 years purchase of super
profits of the business. Calculate on the average profits of the last four years.
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A life Insurance Company gets its valuation for two years. The Life Insurance Fund balance as on
31.3.2010 was Rs. 41,40,000. Before providing Rs. 30,000 for shareholders dividend for the year
2009-10. The Net Liability as on 31.3.2010 was Rs. 40,40,000. During the last two years interim
dividend of Rs. 60,000 was paid. Prepare a statement showing the amount now available as bonus

to shareholders.
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12)

13)

From the following data : Compute the “Net assets” value of each category of Equity shares of ‘Z’
Ltd.

Share holders fund :
1000 ‘A’ Equity shares of Rs. 100 each fully paid up

1000 ‘B’ Equity shares of Rs. 100 each, Rs. 80 paid up
1000 ‘C’ Equity shares of Rs. 100 each, Rs. 50 paid up
Retained Earnings Rs. 90,000
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Section - C (3x16=48)

Answer any Three of the following

Not So Well Ltd. went into voluntary liquidation. The liquidator is entitled to as commission of
2% on the amount realized on assets and 2% on the amount realized distributed to unsecured

Creditors other than Preferential Creditors.

Rs.
Unsecured Creditors 2,24,000
Preferential Creditors 70,000
Debentures 75,000
The assets realized as follows :
Cash in hand 20,000
Land and Buildings 1,30,000
Plant and Machinery 1,10,500
Fixtures 7,500

The liquidation expenses amount to Rs. 2,000. A call of Rs. 2 per share on the partly paid 10,000
Equity shares was made and duly paid concept in case of one share holder owing 500 shares.

Prepare Liquidation final statement.
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14) The following is the balance sheet of X Company Ltd. as on 31.3.2003.

Liabilities Rs. Assets Rs.
Share capital issued and paid up: Goodwill 20,000
25,000 preference share of
Rs. 10 each. 2,50,000 Leasehold premises 1,07,000
25,000 equity shares of Rs.10 2,50,000 Plant and Machinery 60,000
Sundry Creditors 40,000 Patents 1,73,900
Bank overdraft 36,000 Stocks 34,000

Debtors 56,000
Cash 100
Preliminary expenses 2,000
Profit and Loss a/c 1,23,000
'5,76,000 5,76,000

The company proved unsuccessful and resolution were passed to carry out the following scheme
of reconstruction of reduction of capital.

a)  That the preference shares be reduced to an equal number of fully paid should of Rs. 5 each.
b)  That the equity shares be reduced to an equal number of fully paid shares of Rs. 2.50 each.
c)  That the amount available to be utilized towards wiping out losses and reduction of assets as

follows :



Preliminary expenses, goodwill and profit and loss account to be written off entirely, Rs.
27,000 to be written off on leasehold premises, Rs. 14,000 to be written off on stock and Rs.
6,000 to be provided for doubtful debts, and the balance be written off on patents make
journal entries in the books of the company on prepare the balance sheet after

reconstruction.
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15) From the following information, prepare Profit and Loss account of Suresh Bank Limited for the

year ended 31* March 2006.

Rs.
Interest on loan 6,00,000
Interest on fixed deposits 5,50,000
Commission 20,000
Salaries and allowance 3,00,000
Exchange and brokerage 40,000
Taxes and Insurance 20,000
Interest on overdrafts 60,000
Rent 30,000
Directors fee 60,000
Interest on cash creditors 4,80,000
Interest on SB deposits 1,74,000
Postage and telegrams 20,000
Sundry Expenses 20,000
Discount on bills 3,04,000
Stationery and printing 40,000
Audit fee 20,000

Additional Information :

a)  Rebate on bill discounted Rs. 15,000.

b)  Bad debts Rs. 20,000.

C) Income tax provision 55%.

d) 10% dividend (on capital Rs. 10,00,000)
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16) Rahiman Co. Ltd. was incorporated on 1% May 2010 to take over the business of a going concern
from 1% January of the same year. The total turnover for the year ending 31* December was Rs.
4,00,000 namely Rs. 1,20,000 upto May 1¥ and Rs. 2,80,000 for the following period. The profit
and loss account details are given below. Ascertain the profit prior to incorporation and also

divisible profits. Gross profit Rs. 1,40,000

Rs.
Rent, Rates 6,480
Lighting 4,080
Director fee 4,000
Office expenses 4,800
Carriage outward 6,000
Repairs 2,760
Interest on loan 2,400
Insurance 1,440
Salaries 15,600
Sales commission 20,000
Sales discount 10,000
Bank charges 840
Bad debts 1,200

Net profit 60,400
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On 1* April 2000 a company issued debentures for Rs. 1,00,000 redeemable at par at the end of 5
years and it was resolved that a sinking fund should be formed and invested in tax free securities,
assuming that the interest received on the investments was at the rate of 5 percent on cost, that the
interest was received yearly and immediately invested and that the investments were realized at a

loss of Rs. 300 at the end of five years.

Reference to the sinking fund table shows that Rs. 0.180975 invested at the end of year, at 5%
compound interest will produce Rs. 1 at the end of 5 years.

Prepare sinking fund account and sinking fund investment account.
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18) The following March 31, 2004 balance sheet of ‘A’ Ltd. And ‘B’ Ltd. are given.

Liabilities ALtd. BLtd. Assets ALtd. BLtd

Rs. Rs. Rs. Rs.

Share Capital : Goodwill 28,000 15,000

Share of Rs. 10 each 1,00,000 60,000  Assets 1,40,000 44,000
Profit and Loss a/c 30,000 - Investments :

1,000 shares in ‘B’ Ltd 12,000 -

Creditors 50,000 20,000 1,500 shares in ‘A’ Ltd - 16,500

Profit and Loss - 4,500

1,80,000 80,000 1,80,000 80,000

B Ltd. is absorbed by A Ltd. consideration being four shares of A Ltd. For every five shares held
to ‘B’ Ltd. Show Ledger accounts to close the Books of ‘B’ Ltd.
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