[image: image1]+
[image: image2.jpg]



ST. JOSEPH’S COLLEGE (AUTONOMOUS), BANGALORE-27

B.B.A – II SEMESTER

SEMESTER EXAMINATION: APRIL 2020
BBA2119: CORPORATE ACCOUNTING
Hours: 2 1/2hrs                                                                            Total Marks: 70

This paper contains six printed sheets and four parts
       I.    Answer any five questions. Each question carries two marks                      (5x2=10)

1. State any 4 items that appear in ‘Other Equity’?

2. Name the statutory reserves. 

3. What is meant by internal reconstruction?

4. Give the meaning of purchase consideration.
5. What are the reasons for valuation of shares?
6. Mention any 2 functions of a liquidator.
Section B

II.    Answer any three questions. Each question carries five marks                    (3x5=15)
7. Y Ltd proposed to purchase the business of Mr. A and Goodwill for the purpose is agreed to be valued at 3 years purchase of weighted average profits of the last 4 years.

The profits of the four years and the weights are as follows:

	Year
	Profit
	Weight

	2016
	20,200
	1

	2017
	24,800
	2

	2018
	20,000
	3

	2019
	30,000
	4


On scrutiny of the accounts it was found that 

a. On 1st December 2018 a major repair to plant of Rs. 6,000 was charged to revenue and had to be capitalized subject to a depreciation of 10% on reducing balance method.

b. The closing stock was overvalued by Rs. 2,400

c. To cover management cost an annual charge of Rs. 4,800 should be made for the purpose of goodwill valuation.
8. The balance sheet of a private company stood as follows on 31.12.2018

	Equity and Liabilities
	Rs.

	Share of Rs. 100 each
	19,00,000

	Non-Current Liabilities
	

	Debentures
	1,00,000

	Current Liabilities
	

	Creditors
	1,00,000

	Total
	21,00,000

	Assets
	

	Non-Current Assets
	

	Land and Building
	1,00,000

	Plant and machinery 
	2,60,000

	Furniture 
	20,000

	Intangible Assets
	

	Goodwill
	2,00,000

	Current Assets
	

	Stock
	3,70,000

	Debtors
	1,80,000

	Misc
	

	P&L A/C
	9,70,000

	Total
	21,00,000


The company is reconstructed as follows:

a. Shares of Rs. 100 are to be reduced to an equal number of fully paid shares of Rs.40 each.

b. To issue 1,000 new shares of Rs.40 each as fully paid to debentures in full settlement.

c. The amount available is to be utilized in writing off the Goodwill and P&L A/c and Balance in writing off value of machinery.

Give the necessary Journal Entries.

9. Unfortunate Ltd. Went into voluntary liquidation on 31.3.2019 when its position was as under: Unsecured creditors Rs. 2,00,000 including Rs. 25,000 which is preferential. The creditors secured on plant and machinery stood at Rs. 75,000. Cash in hand Rs. 5,000. The liquidator realized plant and machinery for Rs. 75,000 and other assets realized Rs. 50,000. The liquidation expenses came to Rs. 5,000 and the liquidators remuneration was fixed at 4% of the amount realized including cash balance and 2% of the amount distributed to unsecured creditors including preferential creditors. You are required to prepare the liquidators final statement of accounts. 

10. Following is the balance sheets of C Ltd and D Ltd as on 31.12.2018

	Equity and Liabilities
	C Ltd (Rs.)
	D Ltd (Rs.)

	Share of Rs. 100 each
	1,50,000
	1,50,000

	Other Equities
	
	

	Reserve  and Surplus
	50,000
	1,00,000

	Non-Current Liabilities
	
	

	Debentures
	1,00,000
	1,00,000

	Current Liabilities
	
	

	Creditors
	60,000
	60,000

	Total
	3,60,000
	4,10,000

	Assets
	
	

	Non-Current Assets
	
	

	Land and Building
	1,00,000
	1,50,000

	Plant and machinery 
	1,50,000
	1,25,000

	Current Assets
	
	

	Stock
	75,000
	75,000

	Debtors
	25,000
	50,000

	Cash 
	10,000
	10,000

	Total
	3,60,000
	4,10,000


C ltd and D Ltd amalgamate their business and form a new company called DC Ltd the assets of both the companies are valued as follows.

Fixed assets at 25% more

Stock at 15% less and Debtors at 10% less. 

The purchase consideration is discharged by the issue to both the companies, sufficient number of equity shares of Rs. 10 each, at an agreed value of Rs. 12.50 per share. Calculate purchase consideration and state the number of equity shares issued.  

Section C

III   Answer any two questions. Each question carries ten marks                    (2x15=30)
11. Balance sheet of XY Limited as at 31.3.2018 was as follows:

	Equity and Liabilities
	Amount

	4,000 Equity Shares of Rs. 100 each 
	4,00,000

	Other Equities
	

	2,000  Preference shares of Rs.100 each
	2,00,000

	Non- Current Liabilities
	

	5% Mortgage debentures
	1,00,000

	Current Liabilities
	

	Creditors 
	1,00,000

	Bank Overdraft 
	50,000

	Total
	8,50,000

	Assets
	Amount

	Non-Current Assets
	

	Freehold Premises 
	2,00,000

	Plant 
	3,00,000

	Intangible Assets
	

	Goodwill
	15,000

	Current Assets
	

	Stock
	50,000

	Debtors
	40,000

	Misc
	

	Profit and Loss A/c
	2,45,000

	Total
	8,50,000


The following scheme was approved by the court for reconstruction of the company

a. Preference shares are to be reduced to Rs. 75 per share and equity share to Rs. 37.50 per share.

b. Debenture holders agreed to take over stock and book debts in full satisfaction of the amount due to them.

c. Goodwill is to be eliminated.

d. Freehold premises is to be depreciated by 50% and

e. Plant is to be appreciated by Rs. 50,000.

Journalize and prepare revised balance sheet. 

12. A Ltd and B Ltd agreed to amalgamate and form AB Ltd. The balance sheets of A Ltd and B Ltd is as follows

	Equity and Liabilities
	A Ltd (Rs.)
	B  Ltd (Rs.)

	Share of Rs. 10 each
	5,00,000
	3,00,000

	Other Equities
	
	

	P&L A/C
	30,000
	20,000

	General Reserve
	-
	50,000

	Non-Current Liabilities
	
	

	Mortgage Loans
	50,000
	-

	5% Debentures
	2,00,000
	1,00,000

	Current Liabilities
	
	

	Creditors
	2,20,000
	1,30,000

	Total
	10,00,000
	6,00,000

	Assets
	
	

	Sundry Assets
	4,80,000
	3,22,000

	Freehold property
	2,00,000
	1,00,000

	Investments
	50,000
	20,000

	Current Assets
	
	

	Debtors
	2,50,000
	1,50,000

	Misc
	
	

	Preliminary expenses
	20,000
	8,000

	Total
	10,00,000
	6,00,000


The purchase consideration consisted of 

i. The discharge of debentures in A Ltd and B Ltd with equivalent amount of debentures.

ii. Assumption of liabilities of both companies.

iii. The issue of shares of Rs. 10 in AB ltd at a premium of Rs. 2. 

iv. For the purpose of amalgamation the assets are revalued as follows:

	Particulars
	A Ltd
	B Ltd

	Goodwill
	1,00,000
	75,000

	Sundry Assets
	4,10,000
	2,80,000

	Freehold property
	2,60,000
	1,40,000

	Investments
	51,000
	20,000

	Debtors
	2,25,000
	1,35,000


From the following information:

a. Prepare the Realization A/C in the Books of A Ltd and B Ltd.
b. Opening journal entries and balance sheet in the books of AB Ltd assuming amalgamation in the nature of purchase. 

13.  The Balance sheet of X company as on 31/3/2019 is as follows:

	Equity and Liabilities
	X Ltd (Rs.)

	Share of Rs. 10 each
	4,00,000

	Other Equities
	

	P&L A/C
	20,000

	General Reserve
	90,000

	Non-Current Liabilities
	

	5% Debentures
	1,00,000

	Current Liabilities
	1,30,000

	Total
	7,40,000

	Assets
	

	Fixed Assets
	5,00,000

	Goodwill
	40,000

	Current Assets
	2,00,000

	Total
	7,40,000


For the purpose of valuation of shares, Fixed assets are valued at Rs. 3,50,000 and Goodwill at Rs. 50,000. The net profits for the last three years were 51,600, 52,000 and 51,650 of which 20% was placed under reserve; the proportion of fair return on investment in the industry may be taken at 10%. Compute the company’s shares under :

a. Net Assets Method

 b. Yield Method and
 c. Fair value method. 

Section D

IV. Answer the question given below the question carries fifteen marks (compulsory)                                                           

         








      (1x15=15)
14.

Prepare the final accounts of H Ltd from the following Trial Balance
	Particulars
	Debit
	Credit

	Calls in Arrears
	7,500
	

	Premises
	3,00,000
	

	Plant and Machinery
	3,30,000
	

	Interim Dividend ( Incl DDT)
	37,500
	

	Stock (1.4.2017)
	75,000
	

	Fixtures
	7,200
	

	Debtors
	87,000
	

	Goodwill
	25,000
	

	Cash in hand
	760
	

	Cash at bank
	39,900
	

	Purchases
	1,85,000
	

	Preliminary expenses
	5,000
	

	Wages
	84,865
	

	General expenses
	16,835
	

	Freight and Carriage
	13,115
	

	Salaries
	14,500
	

	Directors fees
	5,725
	

	Bad debts
	2,100
	

	Debenture interest paid
	9,000
	

	Capital
	
	4,00,000

	6% Debentures
	
	3,00,000

	P&L A/c(1.4.2017)
	
	14,500

	Bills Payable
	
	38,000

	Creditors
	
	50,000

	Sales
	
	4,15,000

	General reserve
	
	25,000

	Bad Debt Provision(1.4.2017)
	
	3,500

	Total
	12,46,000
	12,46,000


Adjustments:

a. Depreciate plant and machinery by 10%

b. Write off preliminary expenses Rs. 500

c. Half yearly debenture interest due.
d. Of the debtors Rs. 500 are further bad

e. Provide for Reserve for doubtful debts at 5% on debtors

f. Closing Stock Rs. 95,000

Prepare statement of Profit and Loss for the year ended 31st March 2018 and Balance Sheet as per company’s act 2013. 
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