CS Executive_ Company Accounts, Cost & Management Accounting _Dec 2012

Module- |
Paper-2 Company Accounts,
Cost & Management Accounting
December - 2012

PART- A
Q. No. 1{a)

State, with reasons in brief, whether the following statements are true or fal‘se ?

ANSWER | REASONS

shareholders o buy the additional shares. Shares, which are |

i) FALSE M
promoters for their services are known as Issue  of 3
consideration other than cash”, o
Underwriting commission and brokerage can be provi
(i) FALSE individual underwriter as individual can be appoinied. a
and broker.
As per the SEBI guidelines, amount equal to 50 %
{iif) TRUE must be transferred to Debenture Redempii
redemption of debentures. £
(iv) FALSE Preliminary expense is an example of ficﬂf ous asséts no an 1n?0ngrbie

assets,
interim dividend Is pald not @ Ch% e against . it is undoubtedly o
"appropriation of profits" which is" 'Qeclaredfpmd in case of avaitability
{v) FALSE of adequate profit. Charge agad g fit meant o payment of
expenses irespective gfx r?fif/odequq’re profit, e.g.- Interest on

Q. No. 1(b) N
Write the most appropriate answeér,

ANSWER

ANSWER

Managerial Remuneration

For consideration other than cash

Impairment of Assets {Accounting Standard - 28)

international Accounting Standards Board {IASB)

Non - Cumrent assefs (separate heading)
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- QANOG. 2 (a)
$. No. [Pariculars ' Dr. Cr.
(i} Bank A/c : - Dr. 40,000
Profit & Loss A/c Dr. 5,000 -
To Investmentis Afc 45,000
{Investrnents costing Rs. 45,000 sold out for Rs. 40,000} ‘
{ii) Equity Share capital A/c {150%8) o BPrl . 1,200 )
To Callsin-arrear A/c {150 * 2} | 300
To Share forfeiture Afc ' 00

[150 equity shares forfeited due to non payment of
calis @ Rs. 2 per share) .
(No. of shares = 300/2) = 150 shares
fil} | Bank Afc pr. 52,500 |
.To 14 % Debentures Afc i
To Securities Premium Afc
(ssue of 500, 14 % debentures of Rs. 100 each at 5%
premium)

fivi | Bank A/c Dr.
To 11% Preference share final call A/c
{Final call received on 200 shares aut of 250 shares)

{v] 111% Preference share capitat A/c (50*100)
To Calls-in-arear Afc {50 * 20}
To Share forfeiture A/c

(50 preference shares forfeited due 10 non payment o

calls @ Rs, 20 per share)

(vi} | General Reserve Afc Dr, 50,000
Profit & Loss A/c Dr. 45,000
To Capital Redemphqn i A 95,000
(950, 11% preference shares ofRs. 100 ea?h
redeemed out of profi’rs)
br. 95,000
95,000
Dr. 95,000
25,000
Dr. 2,500
_ Dr, 2,500
f‘ 11 % Preference share capital A/c 5,000
of6relted preference shares of Rs. 100 each, re- :
“tlissued at Rs. 50 each) ' _ \
Bank Afc S | Or. 1,800 |
To Equity share capital A/C . : 1,200
To Securities Premium A/c ) 600 |
{150 forfeited equity shares re-issued at Rs. 12 each as '
Rs. 8 paid up) '
{xi} | Share forfeiture A/c br. 2,400
To Capitad reserve A/c ' _ 2,400
(Balance of share forfelture account transfered to
capital reserve a/c) .
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2 (a) |
Balance Sheet of AB Lid.
Liabilities Amount  Assels Amount
Equity share capital 80,000 Fixed Assets :-
{10,000 shares @ Rs. 8 each)
Preference share capital 5,000 Land & building
(50 shares @ Rs, 100 each)
14 % Debentures 50,000 Plants
Reserves & Surplus :- Furniture
Securities premium 8,400  Current Assefts .- .
Investment allowance 55,000 Cash at bank o
Profit & loss {surplus} 40,000  Stockin trade
Capital reserve _ 2,400
Capital redemption reserve 95,000
Current Labilities:-
Trade payables 25,000
360,800 360,800

Q. No. 2 (b)

No. of shares issued

No. of shares subscribed by public
(including firm underwriting) @
No. of firm underwriting shares
No. of Marked applications
No. of Unmarked application

% 000 shores
30,000 shares
=7,000 shares
{45.000 - 8,000 — 30.000) shqres

X Y 1 TOTAL
4 3 1 10
30,000 15,000 ° 5,000 50,000
5,000 2,000 1,060 8,000
25,000 13,000 4,000 42,000
16,000 10,000 4,000 30,000
2,000 3,000 NIL 12,000
Less - Uhmarked shares in the ratio of -
»gross liability to X & Y only (4 :3) — Note - 1 4'667. 2,333 NIL 7.000
= 4,333 647 NIL 5,000
Add - Firm underwriting shares 5,000 ~ 2,000 1,000 8,000
Net Liability 9,333 - 2,667 1,000 13,000

Note - 1 - Credit of unmarked shares has been given fo only "X" &
as "Z" is already having “NIL" liability. Alternatively, credit may be given o underwriter "7" also
and surplus liakillty of underwriter "I" can be adjusted from the liability of remaining

underwriters, i.e, "X"& "Y",
3

“Y* in their gross liability ratio -
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Calculation of amount payable/ receivable to/from underwriter

Padiculars X Y z
Gross Liability of underwriter (In shares) {i) 30,000 15,000 5,000
Net Liability of underwriter (In shares) {ii) 9333 24667 1000
Issue price of shares {In ) {iii) 60 60 60
Amount receiv{a(li:i))l 6; f(:ﬁ)m} underwriter - {iv} 5,569,980 1,60,020 40,000
Underwriting commission @ 5%
LG fi) ) * 5% (v} 20,000 45,000 15,000

Amount recelvable from underwriter 469980 1.15.020

{{iv}—{v) } - (InX) Y T

Note :- Underwriting commission rate on shares is taken as 5%.
Journal entrles in the Books of ASTRO Lid.

S.No. Particulars
{ij  Bank Alc Dr.
Underwiiter X Alc Dr.
Underwriter Y Alc br.
Underwriter Z Afc Dr.
To Equity Share Capit 2,500,000
To Securities Premium 500,000
(Being 350,000 shares tssued b
which 37,000 shares fo pu lic;9333 shares
shares to Y & 1000 shares
10 premium.) _
{ii} 150,000
90,000
45,000
15,000
payable o
Afc Dr. 630,000
To Underwriter X 469,980
To Underwriter Y : ‘ 115,020
: To UnderwriterZz 45,000
_{Amount recelved from underwriter in final '
eltlement) '
4 CA. Mukul Jain (B.Com, ACA, LLB., PGDBA, DISA)

mukuljain.ca@gmall.com -




CS Executive_ Company Accounts, Cost & Management Accounting_Dec 2012

Journal entrles in the Books of Underwriter X

{Amount paid to company as a full & final

settlement)

Journal entrles in the Books of Underwriter Y

S.N Particulars Amount
.No. a br Cr
i) Investment In shares of Astro Lid. Alc Dr. 559,980
To Astro Lid. 559,980
{Being shares of Astro Lid taken over underwriter)
(i} Astro Ltd. Afc Dr. 90,000
To Underwriting Commission Afc
{Underwriting commission payable to underwriter X
on 9333 shares)
{iiy  Astro Lid. Alc Dr. 469,980
To Bank A/c

5.No. Particutars

(i Investment Inshares of Astro Lid. Alc Dr.

To Astro Lid. ‘ 160,020
{Being shares of Astro Lid taken over undenNri’rerfaf
{ii) Astro Lid. Afc Dr,
To Underwrmn% o) mnss;on Alc 45,000
{Underwriting commission payable H“Eiém{f eryY
on 2667 shares)
(ifi}  Astro Ltd. Dr, 115,020
: 115,020
{Amount paid to company full & final
settlement)
Journal entriesin the
S.N Amount
e Dr Cr
'
(i}  Invést gn’r in shares of Astro Ltd, Afc Dr. 60,000
" To Astro Ltd 60,000
&shcre& of Astro Lid taken over underwriter)
Alc Dr. 15,000
To Underwriting Commission Afc 15,000
Underwriting commiission payable to underwriter Z - '
on 1000 shares)
Astro Lid, Alc Dr. 45,000
To Bank Afc 45,000
(Amount paid to company as a full & final
settlement)
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Q. No. 3 (g)
Basic information:- _
 Holding company - H Ltd.
Subsidiary company - ‘S Lid.
Date of Acquisition - 01-10-2011
Time Ratio - . bbie 100

No. of shares taken by H Lid
No. of shares of Minority

16000 Shares {80 %}
4000 Shares (20 %)

Step -1: Analysls of profit of Subsidiary Company l.e. § Lid. (AOP)

(Amountin%)
Description Capital Profit Revenue Préftit
Opening balance of P & L 30,000

Increase in P & L (Closing balance - Opening balance)
Le. [ 60,000 - 30,000] , divided in time rafio {i.e. 1:1)
Opening balance of General Reserve 80,000

Increase in GR (Closing balance - Opening balance)
Le, { 80,000 - 80,000) , divided in {ime ratio

15,000

TOTAL

Share of H Ltd {80 %)
Share of Minority {20 %)

Step -2: Calculalion of Cost of control (Goodwill) or Cup

Description Amountin ¥
Cost of Investments held by H Lid in § Lid. 3.40,000
Face value of Shares held by H Lid. { 1,60,000
: 1,00,000 {2,60,000)
80,000

Step -3: Unreadlised profit/loss on Unso%%“gto.._c;
000 to Hittd at a profit of 25 % on cost, out of which there is
s of H Ltd as on 31t March 2012, Hence, necessary adjustment

Unreciiz%d profit, which will be calculated as follows :-

unsold stock of X 5,000 i
will be made by H:Ltd f

5000 * 25/125
71000
< 1.000
%, ToStocka/c 1,000
: Calculation of Minority Share
Foesciiption : , Amount In
gé:"%g\/ngéWOf shares held by Minority {4000 shares * 10) 40,000
Add:-™ | -
sShare of minority in Capital profit { as per step -1) . 25,000
S?'\Gre of minority in Revenue profit {as per Step -1} 3,000 28,000
MINORITY SHARE - 68,000

Step -5: Inter Company Owing
A sum of ¥ 10,000 is due from H Ltd , being a intercompany owing transaction, necessary
adjustment will be made in both sides of Balance Sheet through the following journal entry -

6 ) CA. Mukul Jain (B,Com, ACA, LL.B., PGDBA, DISA)
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10,000
10,000

Sundry Creditors a/c Dr.
To Sundry Debtors a/c

Step -4: Calculaiion of Consolidated Profit/loss of H Lid,

Description AmountinX
Closing balance as per Balance sheet 1.00,000
Add :- Share of H Lid in Revenue profit {as per Step -1) 12,000 &

Less -Unrealized profit {as per Step -3}

(1,000}

Consolidated P & L

CONSOLIDATED BALANCE SHEET AS ON 31t MARCH 2012

AMOUNT

LIABILITIES ASSETS
Equity Share capital 6,00,000 ; .
General Reserve 3,40,000 . e, 1,20,000
Profit & Loss 1,11,000 Bl 7 299,000
Minority Share {as per sfep — 4} 68,000 70.000
Trade Payables
(70,000 + 35,000 — 10,000} 95,000 1:20,000
80,000
12,14,000 12,14,000
Q. No. 3 (b)
(i) Journal entries in the books of Fortune Lid
S. No. | Particulars Dr. Amount | Cr. Amount
Bank Dr. 73,500
Loss on Issue of Deb Dr. 3,500
To 12 % Deb 70,000
To Premium 7,000
of 12 % Debentyres of ¥ 100 each, at 5%
lunwhigh are rédeemable at a premium
Altern
1 Dr. Amount Cr. Amount
Bank Alc Dr, 73,500 '
Loss 6p Issue of Debentures  Afc Dr. 7.000
To 12 % Debentures  Afc 70,000
To Securities Premium A/c 3,500
To Premium on redemption of 7,000
debentures A/c ‘
{Issue of 12 % Debentures of T 100 each at 5 %
premium which are redeemable at a premium
of 10 %)
Securities Premium  A/cC Dr, 3,500
b, - To Loss on Issue of Debentures A/c ’
{Loss on issue of debentures adjusted from 3,500
securities premium account)

~
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(i) BALANCE SHEET (EXTRACT)
(In%)
LEABILITIES AMOUNT ASSETS AMOUNT
Secured Loans - Current Assets :-
12 % Debentures . 70,000 Cash al Bank 73500
Provislons & Reserves :- Misc Exp -
Premium on redemption of 7.000 p: 3,500
Loss on issue of Debentures
debentures £
77,000

Q. No. 4 (a)

¢ Intinsic value & Yield value per share will be calculated.

INTRINSIC VALUE PER SHARE

{1} Va[ué per share

Net assets attributable to equity shareholders
No. of equity shares

= 8,04,000/30,000
= ¥ 24.80 per share

Calcuiatlon of Net Assets atiributable to equity shareholi;jers

Particulars Amount (%)
Goodwill (given) 1,00,000
Freehold Property {revalued value) 1,80.,000
Plant & Machinery (revalued 80,000
Stock 3,10,000
Trade Receivables 2,13,000
Bank balance 1,067,000
Cash in hand 17,00 9,91,700
Less - o,
93,700
11,500
82,500 1,87,700
8,04,000

5o payable to equity shareholders.

“¥IELD VALUE PER SHARE
e Rafe of dividend method will be applied.
{i) Value pershare

Expecied Rate of dividend
- Normart Rate of Refurn

X Paid up value per share

Value of share so calculated by intrinsic value method is cum divided per share as dividend

8 CA, Mukul Jain (B.Com, ACA, LLB,, PGDBA, DISA)
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24.33
X
15

= ¥ 16. 22 per share

Expected Rate of dividend

_ Profit available for equity shareholders % 100
Equity Share Capital

_ 73000 % 100
300000
= 2433 %

Profit available for equity shareholders

Particulars )
Weighted average profit before tax {Refer note — 1)
less - Tax @ 50 %
Average profit after tax
Less - Transfer fo reserve @ 20 %

Profits available for e

MNote :-

{1} Net profit for the past 3 years are in increasing.drend, hen
calculated instead of simple average. ¢ '

weighted average will be

] o & 1.38,000 = 10,95,000/6

2 1,83,000 | L 3,66,000

3 1,97.000 591,000 = 31,82,500
10,95,000

T

Q No. 4 (¢)

Please refer page no 212 of Study Malerial issued by 1CSI
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