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CHOICE BASED CREDIT SYSTEM
B.Com. FIFTH SEMESTER DEQREE EXAMINATION NOVEMBER 2024
COMMERCE
Flnancial Aceauniing V
Duration:3 Houzs Max Marks!120

1. Answar atry THREE of the following - (3220= 60 Marks)

1. ALk and B Lid. agrea to amalgamate and form a New Company C Lid., which will lake over all
1he asseds and llablilles of the two exls|Ing companies,
The assals and labillties of A Lid., are to be laken over at book vaiue C Lid., istues § shares al 3
peemium of 10 percenl for every 4 shares in A Ltd. towards purchase considerahion.
In the case of B Lid.
1. The Dadeniures al B Ltd. would be paid off by Ihe Issue of an equal number of debenlures in
C Ltd. 2 o discounl of 10 percenl.
2. Tha halders of 6 gercenl prefarence shaies of B Lid. would be allotted 4 {four) 7 parcent
prefaranca shares in C Lid. bor every S (five) praferencs shares held In B Lid.
3. Tha equily sharehokars would be aliottad sufficient shares # cover Ihe balance on Ihair
Brooun(s afler agjusing asset value by reducing plant and machinery by 10 percanl and
puwudng 5 parcen| on Sundry Dablors. Equity Shares to B Lid, were also issued at 10%

The ised Bal Sheets of ALtd. and © Ltd. on 1he dals of marger weie as
folkows,

Alid] BLid ALid] BLid,
I.Iablliﬂos’ Re I Assets as. R,
Equity shares of Rs.10 each 4000004 500000]P|am & Machinery | 800000, 800000
8% Preference shares (Re, 100 each) — 30000013101:!( 65000 60000
4% Debenlures - 200000!&,\&\( Debtars 250a0] 50000
Profll & Loss Ale 500000) - Cash & Bank 85000 40000)
jContingency Reserve 50000 Plollt& Loss Afc —| 140000

fsundey Crediiors 75000f  90000]
{ i { 1025000] 1890001

Show the nacessary Isdger accaunts in the baoks ot A Ltd., end B Ltd,, and draw up the opening
bsfance shesl of C Ltd(assuming amalgamahon i the nature of purehage)

2. The followinyg |s the Balance Sheet of Lipsat Ca. LiA. s on 31.12,2020,

Liahilitias) Rs, Assels] Rs.l
Share Capital: Goodal 18
2,000,5% Preference shares(Rs. 100 each) 'i'::'ggg ::;::“'"9’ i':g'
4,000 Equlty shares of Rs.100 each 1'00'000 Stock .SO.
Martgage Debenlures '60.000 Debtora 40‘000
ank Overdrafts : :
undry Grediiors 100,000 Gosh 6000

Profit & Loss Aje 2,40,000)
2,50,000 2.50,000]
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The Company adopted the following scheme of Reconstruction:

1. The Preference shares are to be reduced to fully paid up shares of Rs.75 each and Equity
shares are also to be reduced to shares of Rs.40 each fully paid up.
2. The Debenture holders took over Stock and Debilors in full satisfaction of their claims.

3. The fictitious assets to be eliminated.

4. Land and Building to be appreciated by 30% and Machinery to be depreciated by 33 1/3% .
5. The expenses of Reconstruction amounted to Rs.3,000.

Give Journal entries for the above and prepare the revised Balance Sheet.

Following are the Balance Sheet as on 31 Dec. 2020.

Liabilities | H Ltd. S Ltd. Assets HLtd. | S Ltd.
Rs. Rs. Rs. Rs.

Share Capital in Building 4,000
50 Ps shares 10,000 8,000 | Plant 1,000! 6,000
Reserves 4,000 3,000 | Stock 4,000} 6,000
BIP 2,000 1,000 | Shares in S Lid. 6,000 -
Creditors 5,000 4,000 | Debtors 5,000 | 3,000
P & L Account 4,000 2,000 | BIR 3,000} 2,000
Cash 2,000 1,000
25,000 18,000 25,000 | 18,000

Debtors of H Ltd. include Rs.2,000 due from S Ltd. and Bills Payable of H Ltd. included a Bill of
Rs.500 accepted in favour of 8 Ltd. Loan of Rs.1,000 given by H Lid. to S Ltd. was also included

in the iterns Debtors and Creditors respectively.

Prepare Consolidated Balance Sheet. Rs.500 was transferred from P & L Account to Reserve out
of current year's profit. Shares were purchased on 30 June 2020.

voluntary winding up is as under:

. The Summarised Balance Sheet of Mathew Co. Ltd., as on 31st March 2018, being the date of

Liabilities Rs. |Assets Rs.
12% Cumulative Preference Shares:10,000
Shares of Rs.100 each fully paid up 10,00,000|Land & Buildings 3,86,000
Equity Share Capitai:5,000 Equity Shares of
Rs.100 each, Rs.60 per share called & paid up 3,00,000(Plant & Machinery 8,21,000
5,000 Equity Shares of Rs.100 each, Rs.50 per
share called & paid up 2,50,000|Stock in Trade 1,84,000
15% Debentures 4,00,000|Book Debts 13,37,000
Preferential Creditors 1,05,000(Profit & Loss Alc 3,72,000
Bank Overdraft 3,03,000|
Trade Creditors 7,42,800|

31,00,000 31,00,00

Preference dividend is in arrears for two years and as per articles, it is payable in the event of

company's winding up.
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CHOICE NASED CREDIT SYSTEM SEMESTER SCHEME
B.Com. V SEMESTER DEGREE EXAMINATION NOVEMBER 2024

COMMERCE
Financial Accounting - W
. {Corporate Accounting -1
Time: 3 Hes. Max. Marks: 120
L Answer any THREE of tha following : {3»20=60 Marka)

1. ALtd, and B Lid, agrea lo amalgamate and form & Hew Company C Lid., which will 1aka over al
Ihe assets and llabilitles of lhe two exsling companles,

The assals and abillkes of A Lid, ara 10 be 1aken over al book value C Lid., Issuas 5 shares 914
premium of 10 percent lor evary 4 shares In A Ltd. towards purchase consideration.

In the case of B LW,

4. The Debentures of B LId. would be paid off by the Issue of an equal number of debentures in
G Ltd. at a discount of 10 percend,

2. The holders of 6 percenl preferance shares of B Ltd, would be allotled 4 {four) 7 pezcent
pralerence sheres in C Lid_ far avery 6 (five] prefacence sharas heid in B Lid.

- -3, The equity sharaholdats woukd be llotted sufficient sharas Lo cover the balance on (helr
accaunts aher adjusling assal value by reducing plant and machinery by 10 parcent and
providing 5 percent on Sundry Deblors. Equity Shares to B Ltd, wara also issved al 10%
pramium. The summarlsed Balance Sheets of A Ltd. and B Lid. on the dale of marger were as

follows:
| Aud| BLid) AL B Lid)
Liabilities s, Re Assels R Rel
[Equity ehares of Rs,10 each 400000 S00000|Plant & Machinery | BJ0000] 800000
% Prefefence shares (Rs.100 each) | aoooo0afstack 65000| 6000
49, Debentures | 200000jsundry Debtors | 5000|5000
Profit & Loss Alc 50000 {Cash & Bank €5000] 40000
Conlingsncy Reserva 50000} ~JProfit & Loss Al —| 140000
Sundry Craditors 75000  90000)
[ 025000] 1#30000] 1025001080000

Show the necessary ledger accounts [n (he books 0fA LK., and B LK. and draw yp Ihe opening
balance sheel of C Lid{assuming amalgamation in the nalure of purchass)

2. The kdlowing is the Balance Sheel of Upset Co. Ltd. as an 31.12.2020.

I Lisbliltles Rs.. Assets|
il
Shary Capilal: 200000 LGM::I; y
2,000,5% Prefarence shares{Rs,100 each) o an IHings
00,000 |Machinery
000 Equity shares of Re.100 each
1,00,000 [Stock
6% Mortgage Debeniures. 50,000 Dbt
Bank Ovardrafts . d DE 03
Sundry Creditors .00,000 [Cash
Profil & Lass Afc
8,50,000




* “The Company adoptad the following scheme of Reconsinuclion:

1. The Preferenca shares are to be raduced 1o fully paid up shares o Rs.75 @ach and Equity
shares are also 1o be reduced [0 sharas of Rs.40 each ully pald up.

2. The Debenlure holders took over Stack and Deblors in full satwlaction of thelr delms,

3. The fiddillous assels 0 bo eliminaled.

4. Lang and Building to be appreciaied by 30% and Machinery to be depreciated by 33 1/3% .
6. The exf of R K to Rs.3,000.

Give Journal entries for the above and prapare s revised Balance Sheet.

3. Following are the Balance Sheel as on 31 Dec. 2020.

Lisbliltles | H Ltd. SLtd. Assets HLtd. | SLid.
Rs. Rs, Rs. Rs.

Share Capital In Building 4,000
50 Ps shares 10,000 8,00C | Plant 1,000 6,000
Reserves 4,000 3,000 | Stock 4,000 ) 6000
B 2,000 1,000 | Sheresin S L1d. 6,000 -
Crediors 5,000 4,000 § Deblors 5000 | 3,000
P & L Account 4,000 2,000 BR " 3oo0| 2000
Casgh 2,000 1,000
25,000 18,000 25,000 ) 18,000

Deptors of H Ltd. Include Rs 2,000 due from S Ltd. and Bills Payable of H Lid, Included 2 Bill of
Re.500 accspled in favour of S Ltd. Loan of Rs.1,000 glven by H Lid. ba S Lid, was also inclurded
In the ltems Debtors and Creditors respaciively.

Propare Conaolidaled Balance Sheel Ra.500 was transfarred from P & L Account to Rasanve oul
of currenl year's profiL. Shares were purchased on 30 June 2020,

4. The Summarsed Balonce Sheel ol Mathew Co. Lid., as on 31st March 2018, baing the date of
voluntary winding up s as under:

bisbiktles ke, Assels Rs.
12% Cumulative Prelerence Shares:10,000
[Sharas of Rs.100 each fully-paid up 10,00.000 Land & Bulldings 3,86,000)
Equity Share Capita)5,000 Equity Shares of
Rs.100 each, Ra 80 par share caled & paid up 3,00,000|Plant & Machlnary 8,21,000]
5,000 Equlty Shoves of Rs. 100 each, Rs.50 per
share called & pald up 2,50,000§Stack in Trada 1,84,000]
15% Debenturas 4,00,000Boak Dabls 13,37.000)
Preferantial Creditors 1,05,000Prott & Loss Al 3,72,000
Bank Overdrafl 4,03,000
Trade Credilors 7,42,000

31,00,000 31,00.00,

Prefacance dividend is In arvears for two years and as per articlkes, It la payabla in the svent of
cornpany’s winding up.



Land and Buildings 9,84,001
tock in Trade 1,63,
Plant and Machinery 7.12,
Debts 11,91,
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CHOICE BASED CREDIT SYSTEM
B.Com. FIFTH SEMESTER DEGREE EXAMINATION NOVEMBER 2024
COMMERCE
Securlty Analysis and Portfolio Management

Duration:d Hours Max Marks:120

L. Answer any THREE of tlic following : (320= 64 Marks)

I. The invesiment process involves a series of activilies leading o the porchase of securities
or ather investmeni alternatives. Explain.

2. The bonds of the Premier Company L4d are currcnily selling for Rs.10904. Assuming _{i)
Coupon Rate of interest 0% {if) par velve Rs.10000 (iii) years to maturity 10 years and (iv)
annual interest payment, Compute YTM.

3. The returns of Security W and Security 1 for the past five years are given below:
Year Sceurlty B Resum % Security § Retuns %
9

1
2 6 -5
El 4 12
a 9

[ 3 15 )4

Calculate the risk and retumn of portfolio consisting of two assets wilh the proportion of

70% and 30% and also calculate the optimal portfolio.

4. The data for delermining the optimal portfolio are as follows:
[Security Nurmber Mesn Renum (RY) Beta oeid
] 13 1.0 20
2 23 1.5 30
3 ] 0. 10
4 S 2. 40
H 3 1. 20
$ ¢ 0.5 50
I 1.5 10
The risk free rate of iteresi is 5% and the markel vanance is 10. Determine the optimal
portfolio.
IL Answer any FOUR of the following ¢ {4%10= 40 Morks)

5. What is Secondary Market? Explain the functions of Secondary Market

6. A share is currently selling for Rs.65. The company it expected to pay a dividend of
Rs.2.50 on the share at the end of the yeac It is reliably estimafed that the share will sell for
Rs 78 at the ¢end of the year.

a) Assuming that the dividend and price forecasts are accucate, wonld you buy the share to
hold it for ene year, if your requiced rate of return were 12%?

b) Given the curvent price of Rs.65 and the expecied dividend of Rs.2 50, what would be
the price have to be at the end of one year (o justify purchase of the share today, if your
required rate of return were 15%7
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7. The return o Investment of two companies is given below. Using Co-efficient of variation,

determine which company has a higher cisk profile.
Period Company A RO % Compsay B ROI %
1 13 16
2 16 12
3 14 1]
1S 14
5 12 15

2 a, Following rable provides the details about 3 portfolios. Find out the difference between
the actua) and expected retumn using Jensen's index. On the basis of your calculation rank

them.

F.m on Portfolio Forfolo Beie|[RIsk free interest eate
I

1 15 1.3 6%

e r——

2 09 6%
3 18 6 % |

Markel Index 1 i0 €%

b Opal and Diamond ere the two mutual funds. Opal has a average retum of 15% and
Diamond has 22%. The Diamond has double ihe bets of Opal fund’s 1.5. The SD of Qpal
snd Diamond funds are 15 and 21.43. The average retum of market index is 12% and its SD
is 7. The risk free rate is 8%, Compute the Jensen's Performance Index for ¢ach fund.

9. a. Explain the features of Future Contracts.
b. What are Option Contracts? Explain the uses of Option Contracts.

IT1. Answer amy FOUR of the following ¢ {4x5= 20 Marks)
10. Explain the factors that affect the value of a company's shares.

). a The SD on shares of company A 1= 2.5% and that of the market retumn is 3%. Their means
are 18% and 16% respectively. If the correlation coeffficient is 0.7, calculate the Alpha and
Beta of the stock.

b. If Alpha coefficient for a stock is 12%, average Market Refumn is 10% and the Bela
Coefficienl s 0.8, determine the averaga return of the stock.

12. Assume you are a partfolio manager. Based on the following details, determine the
securities that are ovespriced and those that are underpriced i terms of the SML
[Securiy

A E
B 13 14
C 26
D i2 § 095
3 21 Lo |
ndex | 13 I 10 ]

THBils | 9 I o ]

13. The followin results were obtained from a stwdy for a period of 6 manths in 2021,
I ! T
.28 (686
%:z P
IF 5 56 |31

Usmg the inputs, calculate the Sharpe’s Performance Index
14 Elucidate the dusadvantages of Farward Contracts.

LTI TT PRI E Y
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3. Coe, a public limited company, is preparing its consolidated financial statements for the year
ended 31 December 20X1. Coe has owned 75% of the equity shares of Crace for a number of
years. The following accounting issues have yet to be finalised:

Required:

(a) On 1 January 20X1, 1,000 of Coe's managers were granted 500 share options each. These
will vest on 31 December 20X3 if the managers are still employed by Coe. The fair value of one
share option at the grant date was $6. By 31 December 20X1, 50 of these managers had left the
business and another 80 were expected to leave by the vesting date. The exercise price of the
options is $3. The average price of one of Coe's equity shares over the year is $10. No entries
have been posted in relation to this share option scheme.

(b) Freehold land is accounted for using the revaluation model in IAS 16 Property, Plant and
Equipment. A revaluation has taken place in the current year. However, one plot of land is still
carried in Coe's financial statements at its purchase cost of $4 million. Similar plots of land have
sold for $5 million.

(c) On 31 December 20X1, Crace made an interest-free loan of $3 million to a charity and
recognised this amount as a financial asset. The charity will repay the money on 31 December
20X4. Market rates of interest are 5%.

(i) Explain, with calculations, how the above events should be corrected in the consolidated
financial statements for the year ended 31 December 20X1.

(i} Discuss the impact of these corrections on basic and diluted earnings per share. No
calculations are required.

4. a) You advise a client who is in the process of incorporating a new UK based company. The
company would qualify as a micro-entity and, as such, could apply FRS 105 The Financial
Reporting Standard applicable to the Micro-Entities Regime. Alternatively, it could apply FRS 102
The Financial Reporting Standard applicable in the UK and Republic of Ireland.

Required: What factors should be considered when establishing whether the client should use
FRS 1057 {5 marks)

b) Cocoa purchased a debt instrument in the current reporting period that is measured at
amortised cost. By the reporting date no actual defaults had occurred. However, due to a general
economic decline, the directors of Cocoa concluded that credit risk associated with the remaining
loan period had increased significantly.

The following credit losses have been calculated:

12 month expected credit losses: $0.3 million

Lifetime expected credit losses: $1.0 million

Required: Explain how the above should be dealt with under International Financial -Reporting
Standards and FRS 102. (2 marks)

c) Mineral owns a machine that is central to its production pracess. At the reporting date, the
machine's carrying amount exceeds its tax base. This difference is due to the revaluation of the
assel to fair value in the financial statements. Due to its importance, it is extremely unlikely that
the machine will be sold.

At the year-end, Mineral received $10 million. In return, Mineral must issue ordinary shares in 12
months' time. The number of shares to be issued will be determined based on the quoted price
of Mineral's shares at the issue date. (8 marks)

SECTION-B
Answer any FOUR questions: (4x10=40 marks)

§. Boxer purchased a non-current asset on 1 January 20X1 at a cost of $30,000. At that date, the
assel had an estimated useful life of ten years.

Boxer does not revalue this type of asset, but accounts for it on the basis of depreciated historical
cost. At 31 December 20X2, the asset was subject to an impairment review and had a recoverable
amount of $16,000.

At 31 December 20X5, the circumstances which caused the original impairment to be recognised
have reversed and are no longer applicable, with the result that recoverable amount is now
$40,000.















Flnally, the CEO has already idsnlified one imporiant raason for Ctuven's poor
performance and thal is ils failura to make use of 'Big Data’ In refation to Chivan's
web sales, Shs believes thatl (he board does not understand tha implications at
the volume, velocity and variety of this data for he businass and wanls you (o wrile
a gulds for them which includes a discussion of Iha develapment of Big Data and
ils potental impact on Chuven's Informafion systems. She |s awars thal s Is 2
new and rapidly developing area for most businesses, so she considers thal the
report should slso include @ discusslon of the fisks and challenges Blg Data

presents.
Required: Advice on per ( and sysl when using the
value chaln approach
Appendix 1
Annual performancs report for year ended March 2018
3 2018 || 2017
Revanus ($m) Region A B C |Total Total || Total
IClothing
Men's 178 | aB6 | 178 | 712
Women's 297 | 693 | 297 {1,187
Chiidren's | 119 | 237 | 118 | 475
[Olher otal 594 11,186] 594 2,374 || 2,351
en's 19 g |19 | 77
Women's 32 ] é5 | 32|12
Chilaren's § 13 26 | 13 | 52
4
64 1130 | & 258 | 255
2,832 || 2,606
Total
KOperaling profit margin ) 2018 || 2017
) Region A B |C Total || Total
Clothing
Men's 155187152
Yomen's 16.2 163159
Children’s 18 1183 18.0
Other
Men’s 15.5 15.8 152
Women's 16.2 164 158
Children's 18.1 182 178
Overall 165 165
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A summary for fabour hours deployed during Oclober s as under:
Hob No. Nuomber of Hours
Shop A Shop B
115 25 25
118 %0 30
120 75 10
121 65 .-
124 25 Jo
275 15
Indirect Labour: Whaiting of material 20 10
Machine breakdown 10 §
Idle time 5 6
1Overtime premivim [ 5
316 101

A shop credit shp was issued in October, that material issued under Requisition No, 54 was
returned back to stores as being not suitable. A malerial transfer note issued in October
indicated that material {ssued under Requisition No. 55 for Job 118 was directed lo Job 124
The hourly rate in shop A per labour howr is Rs. 3 per hour while at shop B, it is Rs. 2 per
hour. The factory overhead is applied at the same rate as in September. Job 115, 118 and
120 were compleied in October.

You are asked {0 COMPUTE the factory costof the completed jobs. It is (he practiceof the
management to put a 10% on the faclory cost to cover administration and selling overheads
and invoice the job 10 Ihe customer on a total cost plus 20% basis, DETERMINE the invoice
price of these three jobs?

. OPR Ltd. purchases crude vegetable il. It does refining of the same. The refining process
results in four products at the spilt-off point - S, P, N and A. Produet ‘A’ is hully processed at
the split-off point. Product S, P and N <an be individually further refined mto SK, PM, and
NL respectively. The joint cost of p ing the crude vegetable oil and p ing it were
R5.40,000 which is apportioned on the basis of Sales Value at splil-off point. Other details
are as follows:

Product | Further processing | Sales at split- off | Sales after further
costs (Rg.) point(Rs.) Pprocessimg (Rs.)
S 80,000 20000 1,20,000
P 32,000 12,000 40,000
N 36,000 28000 42,000
A - 20,000 -
You are required to identity the products which can be further processed formaximizing

prafits and make suitable suggestions,
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2. The following sre the Bal Sheets of Sadashiva Ltd and Kailagh Ltd as at
3iM12:

Jiabilities Sadashival Koliagh [Assets Jsadastiva| Kaitash |
[Srars capkai Rs. 10 each | 1.50,000 [1,20.000[Fixed Assets | 140,000 | 76.000
Reserve 95,000 | 10,000 [Stock 42,000 | 47,000
10% Debenturas - 20,000 [Deblors 30,000 | 50,000
[Trade Craditors 47,000 | 32,000 [Gash al Bank| 80,000 | 10,600
Total 2,92,000 [1,82,000[Total 2,92,000 [1,82,000

Sadashiva Ltd agreed 1o absorb Kailash Ltd on ihe abovs date, on the

following ferms:

2. Sadashiva Ltd agread to repay 10% Debentures of Kallash Lid.

b, Sadashlva Ltd to revalus Its Fixed Assats at R5.1,85,000, ta be incorporated In
1he books.

<. Shares of toth the companies fo be valued on Nel Assels basis after considering
Rs.50.000 kawards value of Goodwill of Kailash Ltd.

You are required to:

1, Calculale the ralio of exchange of shares.

2. Give Joumnal Entries In the books of Sadashiva Lid.

Construct the Balance Sheel.

3. X Co. Lid. went into voluntary liquidation on 1st April, 2017. The fallowing balances
are exiracled from its books on Lhat dele .

Rs, IRs.
Capilal Machinery 80,000
24,000 Equity Shares of Ra.10 sach|2,40,000|Leasehold propertiss [11,20,000)
Debentures
Secured by Floating charge) 1'E°'°m||smk .
Bank overdraft 54,000 Debtors 50,000
Creditors 60,000(Investmanis 18,000}
ICagh In hand 3,000
Profil and loss accounq 1,20,0008
04,000 lis.04.000]
The fallowing assels are valued as undar -
Rs.
Machinary 1,80,000
Leasehold properties 2.18,000
Investmenls 12,600
Stack 6,000
Debtars 1.40,000




The bank overdraft is secured by deposit of itle deeds of leasehold properties.
There were preferential creditors amounting Rs.3,000 which were not included in
creditors Rs.60,000.

Prepare a statement of affairs to be submitted to the meeting of members/
creditors.

M Ltd. resolved on 31st December 2016 that the company be wound up voluntarily.

The following was Lhe trial balance extracted from its books as on that date:

Rs.| Rs.
Equity shares of Rs. 10 each 2,00,000
9% Preference shares of Rs. 10 each 1,00,000]
[Prant (iess depreciation wio Rs. 85,000) 2,15,000
Stack in trade 2,50,000|
Trade receivables 55,000
Trade payables 75,000
Bank balance 74,000
Preliminary Expenses 6,000]
Profit & Loss A/c (balance on 1st January, 2016) 30,000
Trading loss for the year 2016 24,000
Preference dividend for the year 2016 6,000
Outstanding Expenses (including mortgage interest) 25,000
4% Mortgage loan 2,00,000|
Total 6,30,000]6,30,000]

On 1st January, 2017 the liquidator sold M. Ltd.'s Plant for Rs.2,05,000 and stock
in trade for Rs.2,00,000. The sale was completed in January, 2017 and the
consideration satisfied as to Rs.2,62,200 in cash and as to the balance in 6%
Debentures of the purchasing company issued lo the liquidator at a premium of
2%.

The remaining steps in the liquidation were as follows:

1) The liquidator realised Rs.52,000 out of the back debts and the cost of collection
amounted to Rs.2,000.

2) The loan mortgage was discharged on 31st January, 2017 along with interest
from 31st July, 2016. Creditors were discharged subject to 2% and outstanding
expenses excluding martgage interest were settled for Rs.2,000;

3) On 30th June 2017 six month’s interest on debentures was received from M.
Ltd.






7.

KG Limited furnishes the following summarized Balance Sheet as at 31st March,

2013: _
Liabilities (Rs. in IAssets (Rs. in
lakhs) lakhs)
[Equity share capital
(fully paid up shares of Rs. 10 each) 1,200{Machinery 1,800
Securities premium 175”Furniture 226
General reserve 265||Investmenl 74
Capital redemption reserve 200|[Inventory 600
Profit & loss Alc 170[[Trade recelvables 260
12% Debentures 750|[Cash at bank 740,
Trade payables 745
Other current liabilities 195
3,700 3,700

On 1st April, 2013, the company announced the buy back of 256% of its equity
shares @ Rs. 15 per share. For this purpose, it sold all of its investments for Rs.75

lakhs.

On 5th April, 2013, the company achieved the target of buy back. On 30th April,
2013 the company issued one fully paid up equity share of Rs. 10 by way of bonus
for every four equity shares held by the equity shareholders.

You are required to:
Pass necessary journal entries for the above tran

Prepare Balance Sheet of KG Limited after bonus issue of the shares.

sactions.

Prakash Processors Ltd. went into voluntary liquidation on 31st December, 2016

when their Balance Sheet read as follows:

Liabilities Rs,

Issued and subscribed capital :

5,000 10% cumulative preference shares

lof Rs.100 each, fully paid 5,00,000]

2,500 equity shares of Rs.100 each, Rs.75 paid | 1,87,500

7,500 equity shares of Rs.100 each, Rs.60 paid| 4,50,000

15% Debentures secured by a floating charge 2,50,000]

Interest outstanding on Debentures 37,500

Creditars 3,18,750]
17,43,750)

Assets

Land and Building 2,50,000

Machinery and Plant 6,25,000




Patents 1,00,000]
Stock 1,37,500
Trade receivables 2,75,000|
Cash at Bank 75,000
Profit and Lass Alc 2,81,250

17,43,750

Preference dividends were in arrears for 2 years and the creditors included
Preferential creditors of Rs.38,000.

The assets realised as follows :

Land and Building Rs.3,00,000; Machinery and Plant Rs.5,00,000; Patents
Rs.75,000; Stock Rs.1,50,000; Trade receivables Rs.2,00,000

Star and Moon had been carrying business independently. They agreed to
amalgamate and form a new company Neptune Ltd. with an authorised share
capital of Rs.2,00,000 divided into 40,000 equity shares of Rs.5 each.

On 31st December, 2015 the respective Balance Sheets of Star and Moon were as
follows:

Particulars Star (Rs.) Moon (Rs.)
Fixed Assets 3,17,500 1,82,500
Current Assets 1,63,500 83,875
4,81,000 2,66,375
Less: Current Liabilities 2,98,500 90,125
Representing Capital 1,82,500 1,76,250

Additional information:
a. Revalued figures of fixed and current assets were as follows:

Particulars Star {Rs.)| Moon (Rs.)
Fixed Assets 3,55,000 1,095,000
Current Assets 1.49.750| 78,875

b. The debtors and creditors- include Rs.21,675 owed by Star to Moon.

The purchase consideration is satisfied by issue of the following shares and
debentures:

i. 30,000 Equity shares of Neptune Ltd., to Star and Maon in the proportion to the
profitability of their respective business based on the average net profit during the
last three years which were as follows:

Particulars Star (Rs.) Moon (Rs.)
2013 Profit 2,24,788 1,36,950
2014 {Loss)/Profit (1,250) 1,71,050
2015 Profit 1,88,962 1,79,500
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3.

this to 60 days credit in order (0 increase sales.

It has been estimated that this change in policy will increase sales by 15 percent, while
bad debts will increase from onc percent to four percent. 10 is nol expected that the policy
change will resolt in an increase in fixed costs and creditors and stock will be vnchanged.

Should Masaic Limited introduce the proposed policy? ANALYSE (Assume 360 days in
2 year) (5 Marks)
SECTION- B

. Answer any FOUR questions: 4x10=40

2. The of MNP C Ltd. is planning to expand its business and consults

you Lo prepare an estimated working capital siatement. The recoeds of the company reveal
1he following annual infermation:

Sales-Damestic 8¢ one monith’s credit 24,00,00¢
Export at three month's credit (sales pticel 0% below

Domestic price) 10,580,000
Materials used (suppliers extend fwo months credit) 9,00,000
Lag in payment of wages- Yimonth 7,20,000
Lag in payment of manufacturing expenses (cash)- lmonth 10,80,000
Lag in payment of Adm. Expenses -Imonth 2,40,000
Bales promotion expenses payable quarterdy in advance 1,50,000
Income tax payable m four inelalments of which one falls in

The next financial year. 2,25,000

Rate of gross profit is 20% Ignore work-1w-progress and dep

The company keeps one month’s stock of raw materials and finished goods (each) and
believes in keeping Rs.2,50,000 available to it including the over drafi fimit of Rs.75,000
oot yet utilized by the company., The menagement is also of the opinion W make 12%
margin for contingencies on computed figure. You are required to prepare the estimated
working capital statement for the next year.

From the following infe jon, prepare Income 8 of Company A & B:
Particol Campapy A | Campany B
Margin of safety 020 0.25
Interest Rs. 3000 Rs.2000
Profit volume ratio 25% 33.33%
Fii ial Leverage 4 3
Tax nite 45% 45%

CALCULATE the operaling leverage, financial leverage and combined leverage from the
following data under Situation | and I1 and Financial Plan A and B:

Installed Caprcity 4,000 units
Achual Praduction and Sales 75%ofthe Capacity
Selling Price Re. 30Per Unit
Variable Cost Re.15Per Unit
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