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

BBA – II SEMESTER

SEMESTER EXAMINATION: APRIL 2022

(Examination conducted in July 2022-August 2022)

BA 2321: Corporate Accounting

Hours: 2 Hrs

                                                                   Total Marks: 60
This paper contains Six printed sheets and four parts
Section A

I. Answer any FIVE of the following questions.

                   (5x2=10 Marks)

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

2. Name the statutory reserves. 

3. What is the meaning of internal reconstruction?

4. Define purchase consideration.

5. What are the reasons for valuation of shares?

6. State the meaning of Environmental Accounting.

7. Define Accounting Standard.
Section B

II. Answer any THREE of the following questions. 
                               (3x5=15 Marks)

8. Briefly explain the methods of Human Resource Accounting.

9. Sailee Ltd has the following:
20,000 Equity shares of Rs. 10 each

5%, 1,000 Preference Shares of Rs. 100 each. 
Rs. 1,00,000 Debentures. 
During the year 2020-21 the company earned a profit of Rs. 1,50,000. 
The normal rate of return is 20%. 
Assume tax rate of 30%. 
Calculate value per share under Yield method.
10. The balance sheet of a private company stood as follows on 31.3.2020

	Equity and Liabilities
	Rs.

	10,000 Equity Share of Rs. 10 each
	1,00,000

	Other Equity
	

	10,000, 8% Preference shares of Rs. 10 each 
	1,00,000

	Current Liabilities
	

	Creditors
	36,000

	Bank Overdraft
	40,000

	Total
	2,76,000

	Assets
	

	Non-Current Assets
	

	Land and Building
	8,000

	Plant and machinery 
	10,000

	Other Non-Current Asset – Preliminary Expenses
	5,000

	Intangible Assets
	

	Goodwill
	2,00,000

	Current Assets
	

	Stock
	44,000

	Debtors
	2,400

	Cash
	600

	Misc
	

	P&L A/C
	6,000

	Total
	2,76,000


Following scheme of reconstruction has been passed and approved by the court on 1.4.2020:

(i) The equity shares are to be reduced to shares of Rs. 5 each fully paid, 8% Preference shares of Rs. 10 are to be reduced to Preference shares of Rs. 8 each fully paid. Number of shares to remain the same.

(ii) Creditors forgo Rs. 16,000
(iii) The amount so available will used to write off nominal assets, and there after Goodwill to the extent possible.

You are required to give journal entries for the above reconstruction. 
11. X Ltd Purchased Y Ltd whose Balance Sheet was as follows

	Equity and Liabilities
	Rs.

	80,000 Equity Share of Rs. 10 each
	8,00,000

	Other Equity
	

	Capital Reserve 
	1,00,000

	P& L A/C
	2,00,000

	Current Liabilities
	

	Creditors
	1,50,000

	Bills Payable
	1,25,000

	Total
	13,75,000

	Assets
	

	Non-Current Assets
	

	Land and Building
	5,00,000

	Furniture 
	1,00,000

	Other Non-Current Asset – Preliminary Expenses
	20,000

	Intangible Assets
	

	Goodwill
	1,00,000

	Current Assets
	

	Stock
	3,30,000

	Debtors
	1,25,000

	Cash
	2,00,000

	Total
	13,75,000


It was agreed that Goodwill will be valued at Rs. 2,00,000 and Land and Building at Rs. 6,00,000. Other Assets are worth their book values.  X Ltd does not take over Cash, Calculate the Purchase Consideration. 
Section C

III. Answer any TWO of the following questions. 

              (2x10=20 Marks)

12.  Following is the Balance Sheet of SM Ltd.
.  

	Equity and Liabilities
	Rs.

	10,000 Equity Share of Rs. 10 each
	1,00,000

	Other Equity
	

	General Reserve
	20,000

	Capital Reserve
	30,000

	Profit and Loss A/c
	16,000

	Non- Current Liabilities
	

	Workmen Savings A/c
	15,000

	Current Liabilities
	

	Secured Creditors
	49,000

	Total
	2,30,000

	Assets
	

	Non-Current Assets
	

	Land and Building
	55,000

	Plant and machinery 
	65,000

	Other Non-Current Asset – Preliminary Expenses
	6,000

	Intangible Assets
	

	Trademarks
	10,000

	Current Assets
	

	Stock
	24,000

	Debtors
	44,000

	Cash
	26,000

	Total
	2,30,000


The Plant and Machinery is worth Rs. 60,000 and Land and Building have been valued at Rs. 1,20,000. Debtors include Rs. 4,000 as bad debts. The profits of the company for the last 3 years have been Rs. 40,000; Rs. 45,000, and Rs. 53,000. 
It is the company’s practice to transfer 25% of profit to Reserve. Similar companies give a yield of 10% on the market value of shares. Value of Goodwill is Rs. 80,000.
Find out the Fair Value of the Equity Share.
13. The Balance sheet of N Ltd as on 31.3.2021 is as under:

	Equity and Liabilities
	Amount

	Equity share of Rs.10 each fully paid
	12,00,000

	Other Equities
	

	12 % Cumulative Preference shares of Rs.100 each
	12,00,000

	Non- Current Liabilities
	

	10% debentures
	8,00,000

	Outstanding debenture interest
	80,000

	Current Liabilities
	

	Creditors 
	3,00,000

	Bank Overdraft
	60,000

	Total
	36,40,000

	Assets
	Amount

	Non-Current Assets
	

	Land and Buildings
	12,00,000

	Machinery
	10,00,000

	Furniture and Fittings 
	3,00,000

	Intangible Assets
	

	Patents
	1,50,000

	Goodwill
	2,00,000

	Current Assets
	

	Stock
	1,00,000

	Debtors
	1,30,000

	Cash
	60,000

	Misc
	

	Profit and Loss A/c
	5,00,000

	Total
	36,40,000


N Ltd passed a special resolution to reconstruct its affairs and got the sanction from the court and the scheme of reconstruction is as follows:

a. The 12% preference shares are to be converted to same number of 15% preference shares of Rs.75 each.

b. The equity shares are to be converted into the same number of equity shares of Rs.5 each.

c. Debenture holders agree to forego interest outstanding subject to the condition that the rate of interest be increased to 15%.

d. Creditors agree to forego 25% of their claim.

e. Land and Buildings is valued at Rs.15,00,000.

f. The amount thus made available is utilizes to write off intangible assets and fictitious assets and to bring down the value of plant and machinery by 40%.

Pass the necessary journal entries and prepare reconstructed balance sheet
14. X Limited and Y Limited agreed amalgamate by transferring their undertakings to a new company Z Company Limited formed for that purpose, on the date of amalgamation balance sheets of the companies were as under
	Equity and Liabilities
	X Ltd (Rs.)
	Y Ltd (Rs.)

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

	Other Equity
	
	

	Reserve Fund
	-
	50,000

	Profit and Loss A/c
	30,000
	20,000

	Non- Current Liabilities
	
	

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

	Mortgage Loan
	50,000
	-

	Current Liabilities
	
	

	Secured 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

	Other Non-Current Asset – Preliminary Expenses
	20,000
	8,000

	Investments
	50,000
	20,000

	Current Assets
	
	

	Debtors
	2,50,000
	1,50,000

	Total
	10,00,000 
	6,00,000


The Purchase consideration consisted of: 
1. Discharge of debentures in X Company Limited and Y company limited by the issue of equivalent amount of 6% in Z Limited. 
2. The assumptions of liabilities of the companies. 
3. Issue of shares at a premium of rupees 2 per share of equity shares of ₹ 10 each in Z Limited. 
For the purpose of amalgamation, the assets are to be revalued as under:
	Particulars
	X Ltd
	 Y 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


Prepare the Opening journal entries in the books of Z Ltd and The Balance Sheet.
Section D

IV. Answer the questions given below.



       (1x15=15 Marks)

15. The Trial Balance of S ltd as on 31st March 2021, is as follows:
	Particulars
	Debit 
	Particulars
	Credit

	Opening Stock
	68,000
	Equity Share  Capital (Rs. 10 per share)
	2,50,000

	Furniture and Fixtures
	50,000
	Rent Received
	4,600

	Commission Paid
	12,000
	Sales
	4,26,800

	Loan to Directors
	8,000
	Interest Received
	1,000

	Advertisement
	2,000
	Profit and Loss
	13,900

	Wages
	90,000
	Trade Creditors
	15,600

	Trade Expenses
	7,200
	Provision for Depreciation on Plant and Machinery
	14,600

	Trade Debtors
	28,700
	Bills Payable
	12,500

	Plant and Machinery
	86,000
	11% Debentures
	50,000

	Cash at Bank
	800
	Bank Loan
	64,500

	Bills Receivable
	15,300
	
	

	Bad Debts
	3,500
	
	

	Discount Allowed
	4,000
	
	

	Freehold Land
	1,54,600
	
	

	Purchases
	2,31,900
	
	

	Interest on Bank Loan
	11,600
	
	

	Cash in Hand
	4,500
	
	

	Preliminary Expenses
	1,000
	
	

	Tools and Equipment’s
	24,500
	
	

	Goodwill
	26,500
	
	

	Printing and Stationery
	8,400
	
	

	Distribution Freight 
	5,400
	
	

	Debentures Interest
	2,000
	
	

	Transit Insurance
	3,000
	
	

	Dealer Expenses
	2,100
	
	

	Rent Paid 
	2,500
	
	

	
	8,53,500
	
	8,53,500


Adjustments:

a. Closing stock as on 31st march, 2021, Rs. 82,300 
b. Depreciation on furniture & fixtures at 5%, Freehold land at 2% and Tools and Equipment’s at 5% to be provided.
Prepare statement of Profit and Loss for the year ended 31st March 2021 and Balance Sheet as per company’s act 2013. 
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