J.K. SHAH

TEST SERLES

Evaluate Learn Succeet

INTER CA - NOVEMBER 2018

Sub: ADVANCED ACCOUNTS

Topics — Banking company , Buy-back of shares,
ESOP, Internal Reconstruction, Insurance
Final Accounts.

Test Code — N3

Branch: Multiple Date: 26/04/2018

(50 Marks)
Note: All questions are compulsory.
Question 1 (i — 2.5 marks, ii — 2.5 marks, iii — 3 marks)
(i} Calculation of Rebate on bills discounted
o Na, | Amount Due dabe | Unexpired porfion from | Raleof | Rebate on bills
® | (vear2011) | 315 March, 2011 discounf | discounted (T)
[ | 375000 | PApnl@ 8 days 12% 436
@ | 150000 | May5 35 days 14% 2014
m) [ 220000 | June12 T3 days 14% 6160
) | 480000 | July15 106 days 15% 2910
12.25,000 30,070
(] Amountof discount to be credited to the Profit and Loss Account
e
Tranafer from Rebate on bill decounted Al as on 313 March, 2010 45 800
Add:  Discount received during the year ended 312 March, 2011 202,500
243300
Less: Rebate on bills discounted as on 312 March, 2011 (30.0/0)
Dhscount credited to Profit and Loss Account 218230
i In the books of Dee Bank Lid.
Journal Entries
Parfeukars Or.(8 Cr(8
(1} |Rebate on bills dizcounied Alc Dr.| 45800
To Discount on bdls Alc 45 800
(Bemg the transher of opening balance of rebate on bills
discourted acoount to discound on bills accound)
(2) |Discount on bills Alc Dr.| 30070
To Rebate on bills discounted Ale 2010
[Beng the unexpired porbon of dizcount in respect of the
discounted bills of exchanges camed forward)
() |Decount on bills Ale Dr. |2,18.230
To Profit and Loss Alc 218,230
[Beng the amount of income for the year trancferred from
Digcownt on bills Alc to Profit and Loss Alc)
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Question.2 (1 mark for each year, 3 marks for last year, 2 marks for working note)

In the books of P Ltd,

Journal Entries

Date

Particulars

%)

%)

31.2.20x1

31.3.20%2

Employees compensation expense account

To Employves stock oplion outstanding
account

(Being compensation expenses tor & months
recognized in respect of the employee stock
options  iLe. 8000 oplions granted to
employees at a discount of T 90 (170-80)
each, amortized on straight line basis over 4

1
= years
EZI'

(8000 stock options x T 90) / 4.5 years] x
0.5) [WLMLT)

Profit and loss account

To Employees compensation axpanses
account

(Being expenses transferred to profit and
loss account at the year end)

Employees compensation expense account

To Employes stock oplion cutstanding
account

iBeing compenzation expense recognized in
respect of the employee stock option ie
8,000 options granted to employees at a

D,

80,000

B0, 000

1,560,000

20,000

160,000
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3.3 203

discount of ¥ 90 each, amortized on straight

. . 1
line basis over d; YEArs

(8,000 stock options x ¥ 90) / 4.5 years) x 1
year)

profit and loss account

To Employses compensation expense
Arcouint
(Being expensss transferred to profit and
loss account at year end)

D,

Employess compensation expenss account

To Employee stock option outstanding
account
(Bang compersation expense recognized n
respect of the employee stock option ie,
4,000 opticns at a discount of T 90 each,
amortized on straight line basis ower 4%
years
(4,000 stock options x € 90) / 4.5 years)

D

Emplovee stock aption outstanding account

[WLN.2)

To General Reserve account (W.M.2)
(Beam] excess oof el oyees Compsensaticn
expenses transferred 1o general reserve
account)

1, 60,000

1, 20,000

1,60, 000

B0, 000

1, 20,000
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To Employee stock option outstanding
account

(Being compensation expenses recognized
in respect of the employee stock option 1.e,
4,000 options at a discount of ¥ 90 each,

. : : . 1
amortized on straight line basis ower 45

YEars
(4,000 stock options x ¥ 90) 7 4.5 years)

Profit and loss account Cor.

To Employees compensation expenses
account
(Being expenses transferred to profit and
loss account at year end)

31.3.20%5

Employveess compensation expense account  Dr.
To Employee stock option outstanding
account

{Being compensation expenses recognized
in respect of the employee stock option Le.
4000 options at a discount of ¥30 each,

amortised on straight line basis over d%

years

[(4,000 stock options x T 20) f 4.5 years])

Profit and loss account
To Employees compensation expense
account

(Being expenses transferred to profit and
loss account at year end)

30.9.20%5 | Bank Afc (3,000 = T 80)

Employes stock option cutstanding
To Equity share capital account (3,000 x
0

To Securnities premium (T 170 — T 10) =
3 O

o ER iy i ] s r Tl s e & Ll LET RN TR
exercised at an exercise price of T 80 each)

D,

Do,
Dir.

20,000

80,000
20,000

20,000
80,000

20,000

240000
2,770,000
30,000

A_RO, 00

Emiployes stock ORlicn Guistanding account
WAL )
To General reserve account (W42

(Being ESOS outstanding A/c transferrad to
General Reserve A0 on lapse of 1000 vesled

options atl the end of the soercze period)

(I,

SR GO0

S0,000

Working Motes:
1. Fairvalues = ® 170 - ¢ 20 = ¢ 00

2. At 1.12.X2, 4000 unvested option

lapsed on which till date eoxpenses

recognized T be transterred to general reserve — T BOO00D + 1 6000000 =
4 Oe00 J OB, D
= T 1, 20000
2. Expenses charged on lapsed vested options transferred to general reserec
= 1.000 = ¥ 90 = ¥ 90,000

Question 3 (1/2 mark for each journal entry, 2.5 marks for balance sheet, 3 marks for notes to accounts,

working notes)

2 ma
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(T _in bakfs)

Dare Particulary Dabir | Crediy
0104 20X7 | 9% Redeemables preference share capial Or | Z20.00
Afc
Fremiurm  on redempodon of preference Or | 200
shares Ajc
Ta Preference tharsholders A 2200

[Baing preferance share capital transferrad
re dharehaldard Addaun)

01.04. 2057 | Preferencs sharehiolders A)c ar. | 2204
Ta Bank Ajc 2200
[Baifg payment made 1o sharsholderg)
01.04 20X7 | Equity shares buy back Afc Or. | $0.00
Ta Bank A/c 000

(Being 3 lakks eguity shares of 10 sach
bought back 0 F 30 per share)

01.04.20X7 | Equity share capital Afc Or. | 20000
Securities premivm Afc Dr. | &0.00
Ta Equity Shares buy back ASc D000
(Baing cancellation of shares bought back)
0104 20K7 | Bewenuse resene Afc Dr. | L0uBd
Ta Chpitsl redemplion federve A0 000

(Bwing creation of capimal redemplion
FEfErVE A00OWNT 10 The sxtent of the fage
valie of préferencs thares redesmed and
eguiny shares bought beck a3 per the law)

0104 2047 | 10% Debantures &fc Or.| 220
To Investmient [own debentares] Afc 200
Ta Praft on chncellaman  of  own [l

dabantused &

(Bsing cancellation of own debentures
certng T 3 lakha, Tage value being T 3.2
lakhd ard the Balarge Deing profit on
cansellatian of debsntured)

1042057 | Prafit on cancellation of debentures Afg br.| @20
Te Capinal resene AfE 20

[Seing profit on cancellation of debentunes
transferred 1o Capital regeree 3CCount)

0104 20X7 | Bank AfC Dr. | 90000
Emplepess  fock  option  outitending
[Current liakilities) Adc Dr 5,00
Ta Eguity share capital Afc .00
T Securities premium Afc 10,00

[S8eing the allotment to employees, of
50,000 shares of T 10 each at a premium of
20 per share in exercse of stock options by

EmEIEE:i
01 04 20X7 | Securities pramaum Afc D 200
To Premium  on  redemption  of 200

preference ghareg Afg

[S3aing premium on redemption  of
preference  shares adjusted through
SROUTitiQS Prdmium

Ealance Sheet of Extra Ltd. a2 on 01,04, 201

Parriculary MNate Na (i in fakhi)
I. Equity and Liabilities
(1) Sharehalders Funds
[a) Share Capital 1 TE.00
(b) Reserves ard Surphus z 55.20
(2] Mon-currant Liabilities
{3} Long term borrowings E] 1.80
[3) Current Liabilities 85,00
Total 208,00
I, Assats
{1} Hon-ourrent assets
(@) Fized azsets #3200
(b} Mon-curment msastments at cost 118,00
(2} Carrent assets 4 40,00
Tatal 208,00
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Motes to Accounts

T in bakhs
1 | Share Capital
Equity share capital
Cpening balance 100,00
Less : Cancellation of bowght back shares (30,00
Add : Shares mtued dgainst ESOP S0 7500
2 | Reserves and Surplus
Capial Regerve
Cpening balance 2.00
Add: Profit on cancellation of debentures 020 8.20
Revenue resenves
Opening balance 50.00
Less: Creation of Capital Redemption Resene (50.001 -
Seowrites Premaum
Opening balance 60,00
Less : Adpstment for cancellation of equity shares (60,007
Loy Adpistrment Sof prefmium on redemphon of (200
preferanga shares
Add Shared maued g rdt ESCHP A premium J000 8.00
Capital Redemption Reserve B 00
66.20
3 | Long term borrowings
Seouned
10 Debenmres (4-2.20) 1.60
Working Notes:
[T im lgkhs)
1. | 10% Debentures
Opening balance 4.00
Legr: Cancellation of own debentures Iﬁ_aﬂ
18D
2. | Current liakilities
Opening balance 7000
Legs: Adjustirment for ESOP gutstanding (2000
G500
3. | Investments st cost
Opening balance 12000
Legs. Investment in own deldentures 130
11800
4. | Current assets
Opening balance 14200
Legs - Payment vo preference sharehalders (22.000
Legs : Payment 1o equity shareholders (90,000
Add : Share price received against ES0OR 10.00
4000
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Q4. (3 marks for revenue accounts, 1 mark for each schedule, 1 mark for working note)

FORM E-RA
Name of the Insurer: Bachao Insurance Company Limited

Registration Mo, and Date of registration with IRDA; ...evrrirnnnes
Revenue Account for the year ended 31= March, 2013

Parbculars Scheduwe | Amount ()
Premium eamesd (net) 1 14,190,500
Profit on sale of ivestment 15,000
Cithers -
Interest and dividend (gross) 75,000
Total (A) 15,580,500
Claims incurred (Mef) 2 10,12 500
Commission 3 1,752,000
Oparating expensas related to insurance 4 3,75, 000
Tokal (8) 15,62 500
profil from insurance business (A) — (B) 18,000
Schedule -1 Premium eamed (net)
[
Premium received 16,860,000
Less: Premium on reinsurance cedad (1,12 500)
Met Premium 15,67.500
Less-Adjustment for change in Feserve for Unexpired risk (as per WH.) T Doy
Total premiurm earmed 14.80.500
Schedule -2 Claims incurred (nat)
i
Claims paid 9,60.000
Add Expenses regarding claims 45,000
10,065,000
Less: Re-insurance recovernes {30,000
8, 75,000
Agd: Claimes outsianding as on 31% karch, 2003 1,35, 000
11, 10,000
Less: Claims outstanding as on 312 March, 2012 {57 S0
10,12 500
Schedula -3 Commission
r
Commission paid 175,000
Schedule-4 Operating expenses related to Insurance Business
i
Expenses of management (T4,20,000 - 745,000 3,715,000
Working Note:
Calculation tor change in Reserve lor Unexpired risk:
&
Resenye for Unexpired Risk a5 on 31% March, 2013 6, 27,000
Addifonal Resenie a5 on 314 March, 2013 A500000| 977,000
Less: Reserve for Uinexpired Risk &5 on 31= March, 2002 7.50.000
Additional Reserve &5 on 31 March, 2012 1.50.000] {900 000
77,000)

Mote: Interest and dividends are shown at gross value in Revenue account. It is
assumed that amownt of interest and dividend given in the question is bedone TDS.

7|Page




Question 5 (1 mark for each journal entry, 3 marks for balance sheet, 2 marks for notes)

In the books of X Ltd.
Journal Entries

317 March, 201 £ f]
(il |Eguity Share Capital a/c¢f 100 Dr.| 24,000,000
To Equity Share Capital Asc i 40) 9,650,000
To Capital Reduction Afc Tab A4 00K
[Being 24,000 equity shares of T 100 each
redducad to ¥ 40 each fully paid up)
(i) |10% Preference Share Capital &fc (T 100) Dr. | 12,00,000
To 10% Eraference Share Capital Afc (8 T5) 900, 00
To Capital Reduction Ajc 3,00,000
{Baing 12000 Preference shares of ¥ 100 each
redpced to € 35 each fully paid up)
m) | 105 Debértunes A% .| & 00000
To Inwentories &/ 2,650,000
Q5. _- e .. -
To Trade receivables Afc 2,80,000
T Capital Reduction Ajfc 60,000
[Being detenture holders given Inventones and
frade receivables in full settlement of their
clairms)
(iv) [Lamd & Building Afc Dr.| 3,60000
To Capital Reduction Ajfc 360,000
[Eeimg Land & Euilding appreciated by 30%)
(vl [Capital reduction &c Or. 5,000
T Cash AfC 5,000
[Being expenses of reconstruction paid)
(wi) [Capital Reduction &/c Dr.| 20,70,000
Tor Goodwill Afc 90,000
To Prafit and Loss Afc 14,40,000
T Plant & bachinery Afc 5,40,000
[Eeimg warious losses written off, ascets written
down through Capital Reserve Ac )
(vii] |Capital Reduction Cir. 25000
Ta Capital Reserve Afc ([Bal. Fig.) 25000

(Beimg balance in Capital Reduction Afc

transferred to Capital Reserve Afc)
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Balance Sheet (And Reduced) of X Ltd,
as at 31 March, 201

| Particulars Motes No. 7
Equity and Liabilities
1 Sharehelders’ funcls
2 Share capital 1 18,60,000
b Reservas and Swrplus 2 &5, 000
2 Current labilitles
i Trade Payables 200,000
b Short term bormowings 6,00,000
Total 28,45 000
Azgets
1 Mon-current assets
3 Fiwed assets
Tangible assets 3 28,20,000
F) Current assets
Cash and cash equivalents {20,000 - 5,000) 25,000
Total 28,45 000
Maotes to accounts
T
1. | Share Capital
Equity share capital
24,000 equity shares of T 40 each fully pad up 8 60,000
Preference share capital
12,000, 10% Preference chares of T 75 each
fully paid up 5.00,000
Total 18,60,000
2. | Reserves and Surplus
Capital Reserve 5,000
3. | Tangible assets
Land and Building 15, 60,000
Plant and Machinery 12 60,000
Tatal 28,20,000
3k 3k 3k 3k %k sk sk sk sk ok k ok
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