CA PCC

TEST 1
Timings 3hours







marks:100
TOPICS COVERED:

(a) Departmental accounts

(b) Branch accounts

(c) Internal reconstruction

(d) Liquidation of companies

(e) Electricity companies

(f) Banking companies

(INSTRUCTION FOR STUDENTS: deposit your answers within seven days from the date of  issue of test. Your answers can be deposited at Laxmi nagar center or navshakti school ,ito)

QUESTION NO 1
Arnold Limited Delhi trades in Ghee and Oil. It has a branch at Lucknow. The company dispatches 25 tins of Oil @ Rs.1,000 per tin and 15 tins of Ghee @ Rs.1,500 per tin on 1st of every month. The branch incurs some expenditure, which is met out of its collections this is in addition to expenditure directly paid by Head Office.

Following are the other details:

	
	Delhi 

Rs. 
	Lucknow 

Rs. 

	Purchases                                         Ghee

                                                           Oil

Direct expenses

Expenses paid by H.O.

Sales                                                 Ghee

                                                            Oil

Collection during the year (including cash sales)

Remittance by Branch to Head Office
	14,75,000

29,32,000

3,83,275

18,46,350

27,41,250
	14,250

3,42,750

3,15,730

6,47,330

6,13,250

	
	                         
	                            (DELHI)

	Balance as on:

Stock:  Ghee

            Oil

Debtors 

Cash on hand

Furniture and fixtures

Plant and machinery
	1-1-98

1,50,000

3,50,000

7,32,750

70,520

21,500

3,07,250
	31-12-98

3,12,500

4,17,250

55,250

19,350

7,73,500










              (LUCKNOW)

	Balance as on:

Stock:  Ghee

            Oil

Debtors 

Cash on hand

Furniture and fixtures

Plant and machinery
	1-1-98

17,000

27,000

75,750

7,540

6,250

  ---  
	31-12-98

13,250

44,750

---

12,350

5,625

---


Addition to plant and machinery on 1-1-98 Rs.6,02,750.

Rate of depreciation: Furniture/fittings @ 10% and Plant/machinery @ 15% (already adjusted in the above figures).

The branch manager is entitled to 10% commission after charging such commission whereas, the general manager is entitled to 10% commission on overall company profits after charging such commission. General manager is also entitled to a salary of Rs.2000 p.m. General expense incurred by the Head Office Rs.24,000.

Prepare the branch account in the head office books and also prepare the company’s Trading and Profit and Loss account (excluding branch transactions).

QUESTION NO 2
From the following information calculate the amount of provisions and contingences and prepare profit and loss account of Zed bank Ltd. for the year ended 31.3.2004:

	
	(Rs. In ‘000)

	Investment and discount 

(includes interest accrued on investments)

Other income 

Interest expended 

Operating expenses

Interest accrued on investments
	8860

220

2720

2830

10


Additional information:






(Rs. In ‘000)

(a) Rebate on bills discounted to be provided for 



   
 30

(b) Classification of advances:


(i) Standard assets 






4000


(ii) Sub standard assets






2240


(iii) Double assets (fully unsecured)




  390


(iv) Doubtful assets-covered fully by security



Less than 1 year 





  100



More than 1 year, but less than 3 years 



  600



More than 3 years





  600


(v) Loss assets 







  376

(c) Provide 35% of the profit towards provision for taxation.

(d) Transfer 20% of the profit by Statutory Reserve.
QUESTION NO 3
PARVEEN JINDAL ELECTRICITY Company Limited rebuilds its works at a cost of Rs.5,00,000. In the process it completely replaces a part of the old works which had cost Rs.1,50,000. In constructing the new works, old materials worth Rs.4,000 have been used and the value is included in the cost of the new works. The balance of the material resulting from the old works, which are replaced is sold for Rs.10,000. In the cost of the works which are replaced, the cost of material was 70 per cent and of labour 30 per cent and the present cost of material and labour have increased by 10 per cent and 15 per cent respectively.

Assuming the accounts are maintained under the double account system. Determine the amount to be capitalized and the net charge to revenue.

QUESTION NO 4
Alpha Limited has a factory with two manufacturing Departments X and Y. Part of the output of Department X is transferred to Department Y for further processing and the balance is directly transferred to selling Department. The entire production of Department Y is directly transferred to the selling Department. Inter Departmental stock transfers are made as follows:

X Department to Y Department at 33-1/3% over Departmental cost.


X Department to selling Department at 50% over Departmental cost.


Y Department to selling Department at 25% over Departmental cost.

The following information is given for the year ending 31st march 1999.

	
	Units
	Rs.
	Units
	Rs.
	Units
	Rs.

	Opening stock 

Finished goods

Raw material

Consumed

Labour charges

Sales

Closing stock

Finished goods
	60

-

-

-

-

40
	   60,000

-

1,82,000

   70,000

-

-
	20

-

-

-

-

50
	40,000

-

20,000

32,000

-

-
	50

-

-

-

120

60
	1,28,000

-

-

-

4,80,000

-


Out of the total transfer by X Department 30 units were transferred to selling Department, while the remaining to Department Y. The per unit material and labour consumption of X Department on production to be transferred directly to the selling Department is 300 per cent of the labour and material consumption on units transferred to Y Department. General Administration expenses Rs.1,80,000.

Prepare Departmental Profit and Loss Account and General Profit and Loss Account.

QUESTION NO 5
The Balance Sheet of A & Company Limited as on 31.12.1999 is as follows:

	Assets 
	Rs. 
	Rs. 

	Fixed assets:

Freehold property

Plant

Patent

Goodwill

Traded investments (at cost)

Current assets:

Debtors 

Stock

Deferred advertising

Profit and Loss account

Total 
	4,25,000

50,000

37,500

1,30,000

4,85,000

4,25,000

1,00,000


	6,42,500

55,000

10,10,000

4,35,000

21,42,500

	Liabilities:

Share capital:

4000 6% cumulative preference shares of Rs.100 each

75,000 Equity shares of Rs.10 each

6% Debentures (secured on freehold property)

Accrued interest

Current liabilities:

Bank overdraft

Creditors 

Directors’ loans

Total 
	4,00,000

7,50,000

3,75,000

22,500

1,95,000

3,00,000

1,00,000


	11,50,000

3,97,500

5,95,000

21,42,500


The court approved a scheme of re-organisation to take effect on 1.1.2000 whereby:

(i)   The preference shares to be written down to Rs.75 each and equity shares to             Rs.2 each.

(ii)    Of the preference share dividends which are in arrears for four years, three fourths to be waived and equity shares of Rs.2 each to be allotted for the remaining quarter.

(iii) Accrued interest on Debentures to be paid in cash.

(iv) Debenture-holders agreed to take over freehold property, book value Rs.1,00,000 at a valuation of Rs.1,20,000 in part repayment of their holdings and to provide additional cash of Rs.1,30,000 secured by a floating charge on company’s assets at an interest rate of 8% per annum.

(v) Patents, Goodwill and Deferred advertising to be written off.

(vi) Stock to be written off by Rs.65,000.

(vii) Amount of Rs.68,500 to be provided for bad debts.

(viii) Remaining freehold property to be re-valued at Rs.3,87,500.

(ix) Trade investments be sold for Rs.1,40,000.

(x) Directors to accept settlement of their loans as to 90% thereof by allotment of equity shares of Rs.2 each and as to 5% in cash and balance 5% being waived.

(xi) There were capital commitments totaling Rs.2,50,000. These contracts are to be cancelled on payment of 5% of the contract price as a penalty.

(xii) Ignore taxation and cost of the scheme.

You are requested to show journal entries reflecting the above transactions (including cash transactions) and prepare the Balance Sheet of the company after completion of the scheme.

QUESTION NO 6
M Limited resolved on 31st December 1998 that the company be wound up voluntarily. The following was the trial balance extracted from its books as on that date:

	
	Rs. 
	Rs. 

	Equity shares of Rs.10 each

9% preference shares of Rs.10 each

Plant (less depreciation w/o Rs.85,000)

Stock in trade

Sundry debtors 

Sundry creditors 

Bank balance

Preliminary expenses

Profit and Loss a/c (balance on 1st January 1998)

Trading loss for the year 1998

Preference dividend for the year 1998

Outstanding expenses (including mortgage interest)

4% Mortgage loan

                                                 Total 
	2,15,000

2,50,000

55,000

74,000

6,000

24,000

6,000

6,30,000
	2,00,000

1,00,000

75,000

30,000

                   25,000

2,00,000

6,30,000


On 1st January 1999 the liquidator sold to M Limited plant for Rs.2,05,000 and stock in trade for Rs.2,00,000. The sale was completed in January 1999 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 to the liquidator at a premium of 2%.

The remaining steps in the liquidation were as follows:

(i) The liquidator realized Rs.52,000 out of the books debts and the cost of collection amounted to Rs.2,000.

(ii) The loan mortgage was discharged on 31st January 1999 along with interest from 31st July 1998. Creditors were discharged subject to 2% and outstanding expenses excluding mortgage interest were settled for Rs.2,000.

(iii) On 30th June 1999 six month’s interest on Debentures was received from M Limited.

(iv) Liquidation expenses amounting to Rs.3,000 and liquidator’s remuneration of 3% on disbursements to members were paid on 30th June 1999 when:

(a) The preference shareholders were paid out in cash and 

(b) The Debentures on M Limited and the balance of cash were distributed ratably among the equity shareholders.

Prepare the liquidator’s statement of account showing the distribution.

