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Question 1 (I -3 marks, ii — 5 marks)
(8 MARKS )
(i) Calculation of Interest and Cash Price
o of Ogistanding | Amount due | Ouistanding | Interesq Outstanding
msimets | balanceal | &fthe tme of | balance & baiance &t
ihe end afer | insialimant | the end the
e payment before fhe beginning
of insialiment Daymant of
irralment
i} 2 = [4F 243 |[SF4x1010( [BF4-5
3 - 275000 | 275000 25,000 250,000
ol 2,530,000 245,000 4,95 000 45,000 4.50,000
= 450,000 2 65,000 7,15,000 65,000 &.50,000
Total cash price = ¥ 6,850,000+ 5,00,000 (down payment) =¥ 11,50,000.
i) In the books of Lucky
Tractors Acoount
Date | Particutars d Dare | Particulars 7
1100311 |ToHappyalc | 11,50,000) 30523012 |By Depreciation Al 230,000
Balance cid 820,000
11,50,000 11,50,000
1102012 |ToBalancewd | 8,20,000|308.2013 |By Depreciation Alc 1,84,000
Balance cid 7,365,000
8,20,000 8,20,000
1100303 |ToBalance bid | 7 38,000|3005.2014 |By Depreciation Al 147 200
By Hapgy aic (Value of 1 Tracior
taken over e degeaciaion for
3 years @30% p.a) (5,75,000- 157,235
(1,72, 5001 20, 750+84 525
By Loex transdermed o Proft and 57175
Loee akc on surremder (Bal fig.) ]
or 2,94 400.1 87 225)
By Balance cid M
¥e T 36,000-1 47 200=5 88, 800)
7,356,000 7,365,000
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Question 2

Investrent Account-Equity Shares in X Lid.

Date Mool | Dividest | Ameunt | Date Mo of | Divident | Ameunt
ehinrps chuairen
r r r r
2061 o 20,000 = 320000 | 20 By Bank 300000 7.500
Jaro 1 | Balance Oct 200 | (div=
b cand|®
Junei |ToBerk | 5000 | _ OO0 [Mew 1 | By Bank 20,000 2500000
Aug. 2 o Bonigs || 5,000 = - Mo 1 By P E a2
Izzue L Afc
(W)
Sep 30 |ToBerk | S000 | TE000 [ Dec 31 | By 15,000 186071
fight] Balaraa
LT cihd
T
Mow 1 | o Profi 30,000
& Lioeps
Ay
(Divadend
ey
35,000 30,000 4 &5 000 35,000 | 30000 4,656,000
anl, |To |
sowz | Belemcs | 15000 1.54.071
bd
* Diividersd = 00O & 10 x 15%] [5.000 & 10 = 15%)
Working Motes
1. Right shares

Mo, af right shares issued = (20,000 + 5,000 + 5,000)/ 3 = 10,000 shares

Mo. of nght shares subscribed = 10,000 x 50% = 5,000 shares

Amount of right shares issued = 5,000 x 15 = ¥ 75,000

Mo of nght shares sold = 10,000 = 5,000 = 5,000 shares

Sale of right shares = 5,000 % 1.5 = T 7,500 to be credited to statement of profit
and loss

2. Cost of shares sold

Amount paid for 35,000 shares (T 3,20,000 + ¥ 70,000 + ¥ 75,000) | 4,65,000
Less: Diidend on shares purchased on June 1 (since the dnvidend {7 5007)

pertains to the year ended 315t March, 20u1, Le, the pre-acquisition

penod)

Cost of 35,000 shares 457 500
Cost of 20,000 shares (Average cost basis) 261429
Sale procesds 260000
Loss on sale 1429

3. Value of investment at the end of the year
Assuming imvestment as cument investrment, cdosing balance will be valued based
on lower of cost or net realisable value
Here, Met realisable value is T 14 per share ie. 15000 shares ¥ 7 14 = 7 210,000

and cost = jﬁl&%ﬁ ¥ 15,000 = 7 1,96.071. Therefore, value of investrment at the

end of the year will be T 1,96,071.

(6 marks)
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uestion marks or eac accounts, marks or
Quest 3 (3 k f h t 3 k f
(12 marks)
In the: Books of Progressive Lid,
Dasbesnture Acoount
2040 T | 200 T
Sept. 30 To Debentune
Foedsampion ARC 120000 | Jan. 1 By Balance bd 10, G, D00
Dec. 31 To Balamce o'd B 80,000
20 O Q00 10, Cny DO
2097 ® | 2011 "
May 31 To Debantura Jan. 1 By Balancs bd 8,580,000
Fedempihon AdC 75,000
Diec 31 To Dobonturc
Fiadempton Alc 25,000
To Balamoe o'd 7 B0, 000
B S0, 000 30, OO0
22 F| 22 L1
Juby 31 To Debaniure Jar. 1 By EBalante bd T, 80,000
Fedempion AdC 1.15,000
D 31 To Balarce oid & 65 000
7 B0,000 T B0, D00
Debenture Redemption Account
o [ T |00 T
Sepl 30 |To Bank A 115,600 | 5ept 30 | By Debenure Siock A 120,000
(®1,20,000=0.95 - T1,600)
To Capiial Regarve Al 4. 200
1.20.000 1.20 000
2001 | 2001 T
May 30 |To Bank Alc 71,250 | May 31 |By Debenture Stock Alc T5 DD
(¥75,000 = 0.83) Dec. 31 |By Debenre Siock A 25 1000
To Capial Ressrve Ak 3,750
[Froht on cancefabon)
Dec 31 |To Bank Afc 25,000
[Shortfal 100000 -
T75,000)
1.00.000 100 000

working)
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202 T2 T
Juby 31 To Dank Afc 1,005,225 | July 31 | By Debenhers Shock G 1,015,000
{(T1.95,000 = BF - THMI])
Toe Capital Rscsnme A 8,775
IProfit on cancelaton)
115 G0 14 il
Crslmnninrss brolem sl Aol
2040 T | 2040 r
Juns 30 Ta Bank Ak 30,000 | Deaz 31 By Profit and Loss Adc 5B 200
it JH] To DBank Afc 1,000
Dec. 31 Ta Bank Afc S8 400
58200 S8, 200
24 | 24 ¥
May 21 To Bank Ak 1,875 | Dec. 31 By Profit and Loss Afc S0 TS
Juma 31 T Bank &Jc 24 150
D, 31 To Bank Adc 248150 .
o ) 20175
2042 T | 2092 T
Juiree 30 To Bank Ak 23,400 | Do 31 By Profil and Loss Ak 43 925
Judy 31 Ta  Bank Alc 573
D, 31 Ta Bank Ak 19 850 -
43 925 43 925
Working Notes -
Interest paid on Debentures @6% per annum;
Dafe lmount of Debentures Period Infeyest
r L4
2010
Jumea 30 10,00, 00D & months 30,000
Sept 30 1,20,000 3 months 1,800
Dhac. 31 8,80 000 b months 25 400
2011
May 31 75,000 5 months 1,875
Jurse 30 8,05,000 & months 24 150
Question 4 (12 Marks)
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Trading and Profit and Loss Account of Sni. Agni Dev
for the year ended 315t March, 2011

3 marks

Ll r
To  Opening Stock 33000 ( By Saks 9,60,000
To  Purchases T.0000 | By Closing Stock 33,000
To  Gross Proftcid 240,000
G 83 000 9 63 000
To  Business Expenses 157,500 | By  Gross Profit bid 240,000
To  Repairs 3,500
To  Deprecistion 27,000
To  Travelling Expenses 18,000
To  Loss by thef 1,500
Ta it Profit 32 500
240,000 240,000
Balance Sheet of Sri Agni Dev a5 at Mst March, 2011
Ligbilties f | Asseiz 4 r
Capital 2 52 500 Machinery 1,20,000
Add: additions 60,000
180,000
Adat Additional Capital 5,000 Legs Depraciation (27,000} | 1,53,000
Mt Frofe e
2,890,000 Sock in Trade 33,000
Less: Loss of Fumiture | (20,000 Sundry Debiors 1,230,000
Drawings (30,000] | 240,000
Bank Crerdrafl 2 BET
Sundry Craditons 05,833
Ouistanding Expenses 7.500 -
406 000 A0 000
Waorking Notes:
1. Sakes dusing 2010-2011 T
Debtors as on 315t March, 2010 1,00, 000

(Being equal to 2 monihs’ ales)

|

2 marks
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7 marks

Total credit sales in 2009- 2010, ¥ 1,00000 <& 6,00,000
(-ash Sales, being equal to 1/3rd of credit sales or 1144 of the total 200,000
Sakes n 20089- 2010 8, 00 00
Increase, 2% a5 steted in the problem 160,000
Todal zales during 2010-2011 9 60000
Cash sakes - 11400 2,40 000
Credt sales : Jdth 7,20,000
Debiors aqual to two months credit sales 1,20,000
Punchases
Sales in 2010-2011 2,60.000
Gross Proft @ 25% 240,000
Cost of goods s0ld baing purchases 1.20.000
[Since there s no change in siock kevel)
4 Sundry Creditors for goods
(¥ 720,000 — ¥ 50 000} M2 = ¥ 6 7000012 55833
& Collections from Detrors
Opening Batance 1,00,000
A Credi Sales L2000
8, 20,000
Less Closing Balance (1200007
Oy 000
B | Payment to Cradiors
Opening Balance 45,000
Add Credif Purchases (T 7 20,000 -7 500000) &, 70000
7.15.000
Less Closing Balance (25,833
Fayment by cheque [ A== R T
7 Cash and Bank Account
Parficulars Cash Bank Parficulars Cash Bank
Te Balance bid BO00 | 16500 | By Paymentto 800000 | 659167
Creditors
Ta Collection from - 700000 ( By Misc Expenses 145,000 5,000
Drebitors
To Sakes 240,000 - By FRepairs 3,500 -
To  Addional = 5,000 | By Addition to - &, 000
Capital Machinery
To Balance oid - 2667 | By Travelling 18,000 -
Expanses
{Bank overdraf) By Private Drawings 0,000 -
By Balance cid (lost by
theft 1 500
248000 | F2a.167 240000 | 124167
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Question 5

Solution
i) Adjustment for raising & writing off of goodwill :

Raised in old profit sharing ratio w::t::}:;:':n Difference
S&Co T&Co Total
%1 2 T 21 r 1 mark
] 45,000 - 45000 | Cr 55,000 | D 10,000 | Dr
g 15,000 33,333 48,333 | Ce 35,666 | Dr 11,667 | Cr
T - 16,667 16567 | Cr 18,334 | Dw. 1,667 | Dr,
60000  50000]  1.10,000 1,10,000
Books of BST & Co.
Journal Entries
Dr. Cr.
20%1 r T
Oct 31 | Cash Account Dr 10,000
Bank &ccoumnt D 15,000
T & Co. D 50,000
Sundry Debtors Dr. 80,000
Stack Account D &0,000
6 marks
Furniture Account Dr. 10,000
Machinery Account Dr. 90,000
Building Account Dr. 50,000
Tor Prowision for Doubtful debis 4,000
To X & Co. 40,000
To Sundry Creditors 60,000
T Bs Capital Account 1,65750
To 5's capital Account 95 250
[Sundry assets and habilties of Mfs 5 & Co, taken
over at the values stated as per agreement dated.....)
Cash Account D 5,000
Bank Accoumnt Dir. 20,000
¥ & Co, Account Dr. 30,000
Sundry Debtors Afc Dr. | 1,00,000

Page |/




Stock Account Dr.
Furniture Account Dr.
Vehicles Account Dr.

To Provision for Doubtful Debts
To 5 & Co.

To Sundry Creditors

To §'s Capital Account

To T's Capital Account

{Sundry assets and liabilities of M/s T & Co. taken
over at the values stated as per agreement dated...)

B's Capital Account Dr.
T's Capital Account Dr.
To 5' Capital Account

(Adjustment in capital accounts consequent
on raising goodwill of 5 & Co. for T 60,000,
T & Co. for ¥ 50,000 and writing off the same in the
new ratio between B,5T as per agreement)

5 & Co.

ToT Co,

(Mutual indebtedness of § & Co. and T & Co,
cancelled on taking over of the two firms)

B's Current Account Dr.

To B's Capital Account

{Amount credited to B's Capital to bring capital in
profit-sharing ratio)

5's Capital Account Dr.

To §'s Current Account

{Excess amount in 5 Capital Account transfemed to
5’ current account to reduce the balance in capital
accounts in accordance with the profit sharing ratio)

70,000
3,000
1,00,000

10,000
1667

20,000

24,250

1,10,250

5,000
50,000
58,000

143,333
71,667

11,667

50,000

54,250

1,10,250
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Working Mobes :
iy Balance of Capital Accounts on transter of business to M/s B5T & Co.

[a] 5 & Ca B's Capital | 5's Capstal
L T T
A5 per Balanoe Sheet 1, 20,000 BO, 000
Credit for Raserve 18,750 6,250 3 marks
Prafit an Revaluation 40,000
Less @ Prowisson for doubtful debts K 27,000 2000
LE5,750 #5250
(b} T&Co 5% Capital | T's Capital
T T T
A3 per Balance Shest 1,00, 000 50,000
Credit for Reserve 33,333 16,667
Prafit on Revaluation 20,000
Less : Provision fof doubbful debts (5,000} 10,004 _& 000
143333 11667
(i} Capital in the new firm
B 5 T
T T T
Balance as taken over 1,65, 750 95 250
N = TLaeL 2 marks
165,750 238 583 1,667
Adjustment for Goadwill =10.000 + 11667 =1.667
155,750 250,250 70,000
Total capital, T 4,20,000" in the new
ratio of 3:22:1, taking T's Capital as the basis 2 10,000 120000 F0,000
Trarcfer to Current Account 54250 (Dr)| 110250 (Cr) —

s Capital is ¥ 70,000 and it is 1,6 of total. The tatal therefore is T 4,20 000,

%k 3k 3 3k 3k %k % 3k %k %k %k %k k
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