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Time : 3 hours

The figures in the margin indicate full marks

for the questions

Answer five questions, selecting one from each Unit

UNIT—I

1. Discuss the nature and scope of Corporate

Financial Accounting. 7+7=14

2. Write a critical note on the process of

standardization of accounting practices in

India. 14
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UNIT—II

3. Elucidate the usefulness of Financial

Statement Analysis from the viewpoint of

management and investors. 7+7=14

4. The following information is given :

Current ratio—2·5

Liquid ratio—1·5

Networking capital—R 3,00,000

Fixed assets turnover ratio—2 times

Average debt collection period—2 months

Stock turnover ratio (cost of sales/

                        closing stock)—6 times

Fixed assets :

  Shareholders’ net worth—1 : 1

  Gross profit ratio—20%

Reserves :

  Share capital—0·5 : 1

Draw up a Balance Sheet from the above

information. 14

UNIT—III

5. Explain briefly various methods of valuation

of shares of a company. 14
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6. The following is the summarized Balance

Sheet of Commerce Forum Ltd. as on

31.03.2016 :

    Liabilities Amount        Assets Amount

R   R   

Share Capital : Fixed Assets 8,00,000

 20000, 8% Redeemable Investments 2,00,000

  Preference Shares of Current Assets :

  R 10 each fully paid 2,00,000  Stock 80,000

 40000, 6% Redeemable  Debtors 1,20,000

  Preference Shares of  Bank 4,00,000

  R 10 each, R 5 per

  share paid up 2,00,000

 Equity Shares of

 R 10 each 4,00,000

Reserves and Surplus :

 Securities Premium 1,60,000

 General Reserve 1,20,000

 Capital Reserve 1,40,000

Profit & Loss A/c 1,80,000

Current Liabilities 2,00,000

16,00,000 16,00,000

On 01.04.2016, the company redeemed the

Preference Shares at a premium of 10%. In

order to pay off the Preference Shareholders,

investments were sold for R1,90,000. All

payments were made except the

shareholders of 120 shares who could not be

traced.
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On 01.05.2016, the company issued fully

paid bonus shares in the ratio of one for

every share held on that date.

You are required to prepare the appropriate

Journal Entries and Balance Sheet after

completion of above transactions. 14

UNIT—IV

7. (a) Discuss the main points to be

considered before suggesting a scheme

of internal reconstruction. 8

(b) Give a brief note on buyback of shares. 6

8. Alfa Ltd. and Beta Ltd. were amalgamated

from 01.04.2016. A new company Gamma

Ltd. was formed to take over the business of

the existing companies. The Balance Sheets

of Alfa Ltd. and Beta Ltd. as on 31.03.2016

were as follows :

   Liabilities Alfa Ltd. Beta Ltd.   Assets Alfa Ltd. Beta Ltd.

R    R     R    R    

Share Capital : Fixed Assets :

 Equity Shares Land 5,50,000 4,00,000

 of R 100 each 8,00,000 7,50,000 Plant 3,50,000 2,50,000

 12% Preference Investments 1,50,000 50,000

 Shares of Current

 R 100 each 3,00,000 2,00,000 Assets :

Reserve and Stock 3,50,000 2,50,000

 Surplus : Debtors 2,50,000 3,00,000

 Revaluation Bills

  Reserve 1,50,000 1,00,000  Receivable 50,000 50,000
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   Liabilities Alfa Ltd. Beta Ltd.   Assets Alfa Ltd. Beta Ltd.

R    R     R    R    

General Cash and

  Reserve 1,70,000 1,50,000  Bank 3,00,000 2,00,000

Investment

 Specific

 Reserve 50,000 50,000

Profit &

 Loss A/c 50,000 30,000

10% Debentures

 of R 100 each 60,000 30,000

Sundry

 Creditors 2,70,000 1,20,000

Bills Payable 1,50,000 70,000

20,00,000 15,00,000 20,00,000 15,00,000

Additional Information :

(i) 10% debenture holders of Alfa Ltd. and

Beta Ltd. are discharged by Gamma Ltd. 

issuing such number of its 15%

Debentures of R100 each so as to

maintain the same amount of interest

(ii) Preference shareholders of two

companies are issued equivalent

number of 15% Preference Shares of

Gamma Ltd. at a price of R150 per

share (face value of R100)

(iii) Gamma Ltd. will issue 5 Equity Shares

for each Equity Share of Alfa Ltd. and

4 Equity Shares for each Equity Share

of Beta Ltd. The shares are to be issued

@ R30 each, having a face value of R10

per share
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(iv) Investment specific reserve is to be

maintained for 4 more years

Prepare the Balance Sheet of Gamma Ltd. as

on 01.04.2016 after the amalgamation has

been carried out on the basis of

amalgamation in the nature of purchase. 14

UNIT—V

9. The Balance Sheets of H Co. and S Co. as on

31.03.2016 are as follows :

       Liabilities H Co.  S Co. 

R     R    

Preference Share Capital 6,00,000 80,000

Equity Share Capital of R 100 each 18,00,000 8,00,000

General Reserve (01.04.2015) 4,00,000 2,40,000

Profit & Loss A/c 5,60,000 3,60,000

Creditors 3,20,000 2,00,000

Bills Payable —   80,000

36,80,000 17,60,000

       Assets H Co.  S Co. 

R    R   

Goodwill 1,40,000 1,20,000

Buildings 12,00,000 5,20,000

Machinery 6,60,000 3,60,000

Investments : 3000 shares

 in S Co. (on 30.09.2015) 9,60,000 —   
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       Assets H Co.  S Co. 

R    R    

Debtors 80,000 3,00,000

Stock 4,00,000 3,60,000

Cash 2,40,000 80,000

Preliminary Expenses —   20,000

36,80,000 17,60,000

Informations :

(i) A dividend of 15% was paid by S Co. in

October 2015 for the year ended

on 31.03.2015

(ii) Machinery of S Co. in the beginning was 

R4,00,000, H Co. revalued it by

R2,20,000 more at the time of purchase 

of shares

(iii) There was a bonus issue of R80,000 out 

of post-acquisition profits by S Co.

(iv) Credit balance of Profit & Loss A/c of

S Co. on 01.04.2015 was R2,00,000

(v) Included in creditors of S Co. are

R80,000 for goods supplied by H Co.

Also included in stocks of S Co. are

goods to the value of R32,000 which

was supplied by H Co. at profit of 25%

on sales

Prepare Consolidated Balance Sheet. 14
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10. Write notes on any two of the following :

7×2=14

(a) Government Company

(b) Need for Consolidated Financial

Statement

(c) Pre-acquisition Profits

(d) Cost of Control

H H H
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