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Second Year B.Com. Examination, May/June 2010
DE (Revised SIM Scheme)

FINANCIAL ACCOUNTING – II

Time : 3 Hours Max. Marks : 90

PART – A

Answer any three questions. Each question carries 15 marks.

1. Red Ltd., issued 5,00,000 equity shares of Rs. 10 each at a discount of 10%
payable as to Rs. 2.50 per share alongwith application, Rs. 2.50 per share on
allotment and the balance on the first and the final call to be made six months
after allotment. The issue was fully subscribed for.
Call amount on 300 shares was not received. These shares were forfeited. Half of
these shares were reissued as fully paid up @ Rs. 8 per share. Two months later,
the remaining forfeited shares were reissued as fully paid @ Rs. 11 per share.
Pass the journal entries.

2. The following balances appeared in the books of Bright Ltd., as on 31st March 2010.
Debit (Rs.) Credit (Rs.)

Equity shares of Rs. 10 each fully paid up – 6,00,000
General reserve – 2,30,000
Unclaimed dividend – 526
Trade Creditors – 42,858
Buildings (at cost) 2,50,000 –
Purchases 5,00,903 –
Sales – 10,83,947
Manufacturing expenses 3,50,000 –
Establishment charges 26,814 –
General charges 31,078 –
Machinery (at cost) 2,30,000 –
Furniture (at cost) 35,000 –
Opening stock 1,72,058 –
Investments 2,88,950 –
Book Debts 1,02,380 –
Provision for depreciation on fixed assets – 91,000
Advance payment of Income tax 50,000 –
Cash at Bank 72,240 –
Directors fees 1,800 –
Interest on Investments – 8,544
Profit and loss account (1-4-2009) – 16,848
Staff Provident fund – 37,500

21,11,223 21,11,223
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Adjustments :
1) The stock on 31st March 2010 was valued at Rs. 1,48,680.
2) Provide Rs. 29,000 for depreciation on fixed assets and Rs. 8,000 for managing

director’s remuneration.
3) Interest accrued on investments amounted to Rs. 2,750.
4) Make a provision of Rs. 50,000 for Income-tax.
5) The directors propose a dividend @ 8% after transferring Rs. 25,000 to general reserve.
Prepare final accounts in statutory form.

3. The following information is given :
Balance Sheet of A Ltd., as on 31 March 2009

Liabilities Rs. Assets Rs.
Share Capital : Land and Buildings 1,00,000
2000, 14% Preference shares of Plant and Machinery 2,50,000
Rs. 100, fully paid up 2,00,000 Patents 40,000
1000, Equity shares of Rs. 100 Stock (at cost) 55,000
each, Rs. 75 paid 75,000 S. Debtors 1,10,000
3000, Equity shares of Rs. 100 Cash at Bank 75,500
each, Rs. 60 paid 1,80,000 P&L Account 83,500
14% Debentures 1,00,000
Interest outstanding 14,000
Creditors 1,45,000

7,14,000 7,14,000
The Company went into liquidation on the above date :
The preference dividends were in arrears for two years. The arrears are payable
automatically on liquidation. Creditors include a loan for Rs. 50,000 on the
mortgage of land and buildings. The assets were realised as under ;
Land and Buildings Rs. 1,20,000, Patents Rs. 30,000, Plant and Machinery
Rs. 2,00,000, Stock Rs. 60,000, Sundry Debtors Rs. 80,000.
The expenses of liquidation amounted to Rs. 10,900. The liquidator is entitled to
a commission of 3% on all assets realised except cash and a commission of 2%
on amounts distributed among unsecured creditors. Preferential creditors amount
to Rs. 15,000.
Assume the payment was made on September 30, 2009. Prepare the liquidator’s
statement of Account.

4. The following are the Balance Sheets of ‘H’ Ltd. and ‘S’ Ltd. as on 31st March
2010.
Liabilities ‘H’ Ltd. ‘S’ Ltd. Assets ‘H’ Ltd. ‘S’ Ltd.
Share Capital : Fixed Assets 3,00,000 1,00,000
Shares of 60% shares in
Rs. 10 each 5,00,000 2,00,000 S Ltd. at cost 1,62,400 –
General Reserve 1,00,000 50,000 Current Assets 2,77,600 2,39,000
P&L Account 60,000 35,000 Preliminary
Creditors 80,000 60,000 Exps – 6,000

7,40,000 3,45,000 7,40,000 3,45,000
‘H’ Ltd., acquired the shares on 1st April 2010 on which date general reserve and
P&L account of ‘S’ Ltd. Showed balances of Rs. 40,000 and Rs. 8,000
respectively. No part of preliminary expenses was written off during the year
ending 31st March 2010.
Prepare the consolidated balance sheet of ‘H’ Ltd and its subsidiary ‘S’ Ltd.
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5. Pavani Company after a series of heavy losses resolves to go in to voluntary

liquidation and to reconstruct by means of a new company under the name New
Pavani company. On the date of reconstruction the Balance sheet of Pavani
Company as follows :

Balance Sheet of Pavani Company
Liabilities Rs. Assets Rs.
Capital : Buildings 3,92,500
2,00,000 shares of Machinery 2,39,000
Rs. 5 each 10,00,000 Motor lorry 19,400
Sundry Creditors 30,000 Stock 91,410
Bank loan 15,000 S. Debtors 1,09,100
Bills payable 10,000 Bank 3,590

P&L Account 2,00,000
10,55,000 10,55,000

The following is the scheme of reconstruction :
1) The new company is to take over the Assets of the old company and not the

liabilities.
2) Capital of the new company is to consist of 5,00,000 shares of Rs. 5 each.
3) The new company is to issue 2,80,000 shares of Rs. 5 each credited with

Rs. 2.50 per share as paid up to the old company and to pay to it Rs. 1,00,000
in cash by way of purchase consideration.

4) The balance of Rs. 2.50 per share payable by the members of the new company
is duly received.

Record the Journal Entries in the books of both the companies.

PART – B
Answer any three questions. Each question carries 10 marks.
6. The following particulars are related to the business of Mr. Ramesh.

i) Capital employed Rs. 50,000.
ii) Trading results 2004 profit Rs. 12,200 ; 2005 profit Rs. 15,000;

2006 loss Rs. 2,000 ; 2007 profit Rs. 21,000.
iii) Normal rate of return is 10%.
iv) Remuneration from alternative employment of the proprietor is

Rs. 3,600 p.a.
You are required to compute goodwill on the basis of 3 years purchase of super
profits.

7. Following is the Balance Sheet of Meghana Co. Ltd., as on 31st December 2009.
Liabilities Rs. Assets Rs.
Share Capital : Goodwill 22,500
3000, 5% preference shares Land and Buildings 3,00,000
of Rs. 100 each 3,00,000 Machinery 4,50,000
6000 Equity shares of Stock 65,000
Rs. 100 each 6,00,000 Debtors 70,000



6% Debentures 1,50,000 Cash 7,500
Bank Overdraft 1,50,000 P&L Account 3,50,000
Creditors 75,000 Preliminary Exps 10,000

12,75,000 12,75,000
On the above date, the company adopted following scheme of reconstruction :
i) The preference shares are to be reduced to fully paid shares of Rs. 75 each and

equity shares are to be reduced to shares of Rs. 40 each fully paid.
ii) The debenture holders took over stock and debtors in full satisfaction of their claims.

iii) The fictitious assets are to be eliminated.
iv) The Land and Buildings to be appreciated by 30% and Machinery to be

depreciated by 33 3
1 %.

v) Expenses of reconstruction amounted to Rs. 4,500.
Give journal entries incorporating the above scheme of reconstruction and prepare
the reconstructed Balance Sheet.

8. The following is the summarised balance sheet of Hari Hara Ltd., as on
31st March 2010.
Liabilities Rs. Assets Rs.
Share Capital : Fixed Assets 4,90,000
1500, 5% Redeemable Investments 1,00,000
preference shares of Rs. 100 1,50,000 Current Assets 3,20,000
30,000 Equity shares of Cash 90,000
Rs. 10 each 3,00,000
General Reserve 2,95,000
P&L Account 55,000
S.Creditors 2,00,000

10,00,000 10,00,000
The company decided to redeem the preference shares at a premium of 10%. In
order to arrange for cash all investments were sold for Rs. 1,25,000 and the
preference were fully redeemed. The company issued equity bonus shares in
fully paid shares of Rs. 10 each at the rate of 2 shares for every 3 shares held.
Give journal entries and prepare the Balance Sheet after the scheme is carried out.

9. What is the need for valuation of shares ? Explain the factors affecting valuation
of shares.

10. Explain the types of underwritings.

PART – C
Answer any three questions. Each question carries 5 marks.
11. Distinguish between Manufacturing Account and Trading Account.
12. What are the conditions for issue of shares at discount ?
13. Briefly explain the methods of valuation of shares.
14. Distinguish between external reconstruction and internal reconstruction.

15. What is purchase consideration and how it is calculated ?
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1. 	������� ���,� 	�
.�10�	�� � 5,00,000� !����"�#� ��$	������"���� 10%� � !�
$&��'(�)�����������&
	�
.�2.50�����"������
*���$���,��+,���-�
����,���
*���$����	�
.�2.50�����"������$	���.��/����'(���������0�1
��
�����"����.��/�������2	��� *������ "����	����
3�����.���
���*���� ��	���� �$���������.�)����������
��4*,��5��6$��7����
�&���.

300���$	����������$8����	������
�������9	�':(.�;���$	������"��������<�=���
$:��.���8�>����?�@���.����$	������
�A�,��B�="������
*���$����	�
.�8�	�������4*,�����*�����������	���)�������������8�>����.�C	�����*�����
"����	�,�0�1����������<�=���
$'"����$	������"������
*���$����	�
.�11�	�������4*,�.�D�!�������������
)�������������8�>����.

	�
$E����F8�����"����9	�>��.

2. 31����G�,�2010	������0�HI����� ���������!������'(���
$�!�:J<=�K:�L������;�����5"��*��.
�����(���) �	���(���)

��4*,�����*�����	�
.�10	��!����"�#���$	������� – 6,00,000
!����"�#��M – 2,30,000
���������
�&	����8�N���� – 526
A������� – 42,858
��<=��������(��G�O�8���L��'() 2,50,000 –
F�$P 5,00,903 –
���	�< – 10,83,947
���J��"����G�O����� 3,50,000 –
2�������Q�����G�O����� 26,814 –
!����"�#���G�O����� 31,078 –
�����
�(��G�O�8���L��'(�) 2,30,000 –
R$S�
$����	�D�(��G�O�8���L��'(�) 35,000 –
��
	��N����K:�L 1,72,058 –
.�
&������� 2,88,950 –
T�U����� 1,02,380 –
�V	��2����������$'"��!��������5� 
!�:� – 91,000
�����������5�����*����2���������� 50,000 –
0�#�1"�'(	�����"������ 72,240 –
���$,����	��W$ 1,800 –
.�
&����������$'"��9&X – 8,544
1Y4Y2009�	������8�N��"�B�=�Z��� – 16,848
�9[�P���
 ���I���M – 37,500

21,11,223 21,11,223
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1) 31����G�,�2010�	������!�	���"����	�
.�1,48,680�C�������\]'#$���!�8�>����.
2) 	�
.�29,000�����"���� �V	��2����������$'"�� !��������������� 	�
.�8,000�����"���� ���,.�^�����$,����	�

!��9����L5�����P�!��������.
3) .�
&����������$8��9	�0�$�����9&X��	�
.�2,750.
4) 	�
.��50,000�����"����2����������� 
!�:"��������P��.
5) 	�
.�25,000�����"����!����"�#��M�������,>�����"����	����$.�8	��8�N������"�������$,����	���!�
/���_	�.

3. ;�����5"�����`*��"�����$��8�5��.

31�	���"���2009��������‘A’�#$�%�&��&� ����'(
�	�)�*+�� �� ��� �,��� �� ���
��$	���9��������a N�
 ������������<=������� 1,00,000
2000,���$.�14	����4*,�����*���� !�V��	���������������
 2,50,000
	�
.�100	����
3�����2��#�����$	������� 2,00,000 ��$I��I�b 40,000
1000,�	�
.�100	�,�	�
?�75�����*!�:J<= !�	�����(��G�O�8���L��'() 55,000
!����"�#���$	������� 75,000 T�U����� 1,10,000
3000,�	�
.�100	�,�	�
?�60�����*!�:J<= 0�#�1"�'("��"������ 75,500
!����"�#���$	������� 1,80,000 8�N��"�B�=�Z��� 83,500
��$.�14	��!�:����
����� 1,00,000
��
��0�$�����9&X 14,000
A������� 1,45,000

7,14,000 7,14,000
���$'"��P"����������� ���������� !�E,"���
�&���.���
3�����2��#�����$	����������$8��C	�������B�,����
8�N������$&���0�1�@	�������.�N�
 ������������<=����������$'"��5	� �!�:�	�
.�50,000�A���������
�����'(
!�$���
�&��.
2��������;�����5"��������	�<��
�&	�������.
N�
 ������������<=��������	�
.�1,20,000,���$I��I�b�	�
.��30,000,�!�V��	���������������
�	�
.�2,00,000,
!�	�����	�
.�60,000,�T�U������	�
.��80,000.
 !�E,"����G�O������	�
.�10,900.� !�E,"�M������C8�(�2����������	�<�0�8�������$8�� ��$.�3�	�B��=
��������N���
���@:(���T�U����������*������
��������$.�2�	�B��=���8�(���"�����$��8����������.�2��#���A������
��
����	�
.�15,000,�30�!���=�9	��2009�	������C:(���
�.�D�����*�25���C�����N� �.
 !�E,"�M������8���L���c=��"�������d��&�.

4. 31����G�,�2010	������‘H’���� ������������‘S’��� ��������2���E��0�_����c=������;�����5"��*��.
�	�)�*+�� �� ‘H’�#$�%�&� ‘S’�#$�%�&� �,��� �� ‘H’#$�%�&� ‘S’�#$�%�&�
��$	���9��������a �V	��2������� 3,00,000 1,00,000
	�
.�10	����$	������� 5,00,000 2,00,000 S ��� �����'("�
!����"�#��M 1,00,000 50,000 ��$.�60	�B��=���$	�������
8�N��"�B�=�Z��� 60,000 35,000 (8���L���G�O��'() 1,62,400 –
A������� 80,000 60,000 G�'��2������� 2,77,600 2,39,000

��
	��e�����G�O����� – 6,000
7,40,000 3,45,000 7,40,000 3,45,000
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P"�����1�CR
8��2010	������‘H’ ��� ������$	������"�������������
�&���.���P"��P"��‘S’��� ������!����"�#
�M��'(�	�
.�40,000�.���
�8�N��"�B�=�Z�����'(�	�
.�8,000�K:�L�@P_���.�31����G�,�2010��L�����#��
���
��B�,��'(���
	��e�����G�O����������$�N�����"����.�
������.�1:(.
‘H’ ��� ���������������	��!�9�&����‘S’ ��� ������!��f
$+���2���E��0�_����c=��"�������d��&�.

5. ������ �������.�:��	���N���"�B�=����� "����	�� !�6� !�E,"���� �D,>���"�
#������� ���������.�!��"�'(
.�
!���
�������������"�������"�	�	�/!�:��*$���,�����.����"�	�	�G�"����P"�������������������������
�g��������
�;�����5"��*����.

��	�#������#$��-.�	����&��
�	�)�*+�� �� ��� �,��� �� ���
9��������a ��<=������� 3,92,500
2,00,000���$	��������	�
.�5�	���� 10,00,000 �����
 2,39,000
A������� 30,000 ��
$I�	��8�� 19,400
0�#����!�: 15,000 !�	���� 91,410
��
��0�$�����.���&����� 10,000 T�U����� 1,09,100

0�#��� 3,590
8�N��"�B�=�Z��� 2,00,000

10,55,000 10,55,000
���"�	�	�G�"����f
$E"��;�����5"��*���a
1) .�
!�����������,�.�������������2������"�������������
���h��������������E��0�_�����"��:(.
2) .�
!�����������9�����������	�
.�5	��5,00,000���$	������5	�������.
3) .�
!������������	�
.�5	��2,80,000���$	������"����	�
.�2.50�����*��������.��������������$��������

��������	�
.�1,00,000����"����"�������	�
����'(�F�$P�.�D��������$��������.
4) ��
*���$�"��	�
.�2.50�0�1���
��0�$�����.�D��"����!���!�#	���������.�
!�������������>����.
C	���
�������������!������'(�	�
$E����F8�����"����9	�>��.


����– /
���������	�
�	���������
���������������.��������
������10����������.

6. ;�����5"�� ��	�������	����$���C�9��	����#��.�	���L�!��9�M���.
i) 9����������
��5����_�	�
.�50,000.

ii) ��#��.�	���� i�'������ 2004 � 8�N�� 	�
.�12,200 � j� 2005 � 8�N�� 	�
.�15,000j� 2006,
"�B�=�	�
.�2,000�j�2007�8�N��	�
.�21,000.

iii) !����"�#�8�N���������	����$.�10.
iv) ���'$������0�$	�����
#$��P������
	���9.���������k,���!��9���	�
.�3,600.
���
	�����B�,�����.�G��O����8�N��F�$P�2A�	������
��	��!��"�������
�����"�����������`&>��.

7. 31�&!��9	��2009�	���������$l"������������g��������
�;�����5"��*���a
�	�)�*+�� �� ��� �,��� �� ���
��$	���9��������a !��"���� 22,500
3000,���$.�5	����
3�����.�1L"� N�
 ������������<=������� 3,00,000
��$	��������	�
.�100�	���� 3,00,000 �����
����� 4,50,000
	�
.�100	�,�6000�!����"�# ��!��"�� 65,000
��$	������� 6,00,000 T�U����� 70,000
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��$.�6	��!�:�����
����� 1,50,000 "������ 7,500
0�#���� �$	����� 1,50,000 8�N�Y"�B�=�Z��� 3,50,000
A������� 75,000 ��
	��e�����G�O����� 10,000

12,75,000 12,75,000

���$'"��P"����������,�����������;�����5"�����"�	�	�G�"��f
$E"���"������5$�������.
i) 2��#�����$	������"����,���4*,�����*�����	�
.�75	����$	�������������&����
�!�������� ��������!����"�#
��$	������"������4*,�����*�����	�
?�40	����$	�������������&����
�!��������.

ii) !�:�����
A�	���	�����!��"�����������T�U�������
�����"�������	����
�����L�!��f���������������
���	��.
iii) ���
$G�	��2������"����.�
������.����������.
iv) N�
 ������������<=���������\]:#��"������$.�30�	�B��=����7Pd�!����������������������
��������$8����$.�33 3

1 	�B�="���
!��������������������.

v) ���"�	�	�G�"������G�O������	�
.�4,500.
���"�	�	�G�"����	�
$E����F8�����"�����$&����"�	�	�/����g��������
��"����������.

8. .��.�	����� ������������,�P"�����31����G�,�2010�	�������g��������
�;�����5"��*��.
�	�)�*+�� �� ��� �,��� �� ���
��$	���9��������a �V	��2������� 4,90,000
1500,�5%�`�P	��5!���� .�
&������� 1,00,000
2��#�����$	��������	�
.�100 1,50,000 G�'��2������� 3,20,000
	�
.�10	�,�30,000� !����"�# "������ �90,000
��$	������� 3,00,000
!����"�#��M 2,95,000
8�N��"�B�=�Z��� 55,000
A������� 2,00,000

10,00,000 10,00,000
����������̀ �P	��5!�9.�������2��#�����$	������"������$.�10	��R
$ �����\�"�'(�̀ �P	��5!�:���D,>�����.
C8�(�.�
&������"����	�
.�1,25,000��L������2��#�����$	���������
�����"��������*!�8�>����.���
*�3���$	�������
2���$	����������	�
.�10	��0�
$"�!����$	������"�����������)�����������&���.
	�
$E����F8�����"����9	�����f
$E"����4*,��
����"����	����2g��������
��"����������.

9. ��$	���������\]'#$���!�� ����������#����$"���m���$	���������\]'#$��	�D��'(���
N� !�������������"���� ����.

10. ��$	���������	�	���n��J��������
��	�����"���� ����.


����–�,
���������	�
�	���������
���������������.��������
������5����������.
11. ���J��"��Z��������������#��.�	��Z����"���� "����#��#!�����"����*��.
12. !�
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