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FINANCIAL ACCOUNTING (OLD COURSE)

Duration: 2 hrs Max Marks: 80

Instruct ions: 1.  Attempt any FOUR quest ions from Q 1 to Q 6.

2. Al l  Quest ions carry equal marks,

t .  On l-u 'January 201-1- a Lease was acquired for Rs. 50,000 for a period of 5 years. l t  was

decided to set up a Depreciat ion Fund for i ts replacement.  Investments were expected to

fetch 5% interest.  A reference to the Depreciat ion Fund tables shows that the annual

amount of depreciat ion to be provided at 5% interest is Rs.9,050.

Prepare Lease A/c, Depreciat ion Fund A/c and Depreciat ion Fund Investments A/c for f ive

years. .  20

2. A and B are partners of AB Co. sharing prof i ts & losses as 3:2. C and D are partners of CD Co.

sharing prof i ts equal ly.  Their  Balance Sheets on 3L" December 2015 were as fol lows when

they decided to amalgamate and form a new f i rm ABCD & Co. :  20

L iab i l i t ies . Rs. Rs. Assets Rs. Rs.
Capitals :  A 75,000 Goodwil l 25,000

B s0,000 Machinery 60,000

c 60,000 Furniture 5,000 5,000
D 55,000 Stock' 50,000 70,000

Reserves 40,000 25,000 Debtors 75,000 45,000
L o a n s :  X 20,000 Bank 10,000 5,000

Y 10,000
Creditors 15,000

2,00,00q 1,50,000 2,00,000 1,5o,ooo
Terms of amalgamation:

a) The new f i rm shal l  take over al l  assets and l iabi l i t ies of both the f i rms.

b) R.D.D. to be created at5% on Debtors.

c) Goodwil l  of  AB Co. was to be valued at Rs.82,000 and that of  CD Co. Rs.60,000.

d) Machinery of AB Co. to be revalued at Rs.75,000.

Prepare in the books of both the f i rms Revaluat ion A/c, Partners Capital  A/cs and New

Firm's A/c and the Opening Balance Sheet of the New f i rm ABCD Co.

A Ltd. was formed on l"'t Janua ry 2O1-6 with an Authorised Capital of Rs.7,00,000 divided into

50,000 Equity Shares of Rs.10 each and 2,000 Preference Shares of Rs.100 each to acquire

the business of B & Co. as a going concern. The Balance Sheet of B & Co. on the date of

acquisi t ion was as fol lows :  20

Lia bi l i t ies Rs. Assets Rs.
Capi ta l 7,57,O00 Land & Bu i ld ing 57,000
A;s Loan 15,500 Plant  &  Mach inery 70,000
Cred ito rs 7,500 Furniture 3,s00

Stock 36,000
Debtors 9,7OO
Bank 3,800

L,80,000 1,80,000

3 .



5 .

The Purchase Cons idera t ion  was to  be  d ischarged byA L td .  by  i ssue o f  15 ,000 Equ i tyShares
of Rs'10 each and 500 Preference shares of Rs. 100 each and Rs.20,000 in cash. A Ltd. took
over the creditors but not A's Loan. Al l  assets of B & co. were taken over at their  book
values except stock which was valued at Rs.40,000. A provision of 5, , /o wascreated on
Debtors.

The Company issued the  remain ing  Equ i ty  shares  to  the  pub l ic  and a l l  cash  was du lv
received. prel iminary expenses of Rs.15,0OO were incurred.
Pass journal entr ies in the books of A Ltd. to effect the above and prepare the opening
Ba lance Sheet .

4'  Machinery was purchased for Rs.2o,Ooo on L' t  Janua ry 201-1-the l i fe of which was expected
to be 3 years'  The scrap was- expected to fetch Rs.2,500. An Insurance pol icy was taken for
Rs.17,500 to provide for i ts replacement.  The annual premium payable was Rs. 5,500.
Prepare Machinery A/c, Depreciat ion Fund A/c and Insurance pol icy A/cforthreE years. zo

P,Q and R were partners with a prof i t*sharing rat io of 3:2:2. Fol lowing was their  Balance
th.u,,ln,1,1'l O"."r vert their f irm into a Company: ZO

Lia bi l i t ies Rs. Assets Rs.
Capitals :  P 97,ooo Land & Bu i ld ing 96,000

a 58,000 Machinery 28,000
R 25,000 Stock 12,O00

Creditors 16,000 Bi l l s  Rece ivab le 24,000
Debtors 36,000

1,96,000 1,96,000
TheCompanyagreed to i sSue1 '6 ,2ooEmhand topay theba |ance
of Purchase Consideration in Cash.
The company took over al l  assets except stock (which was taken by p for Rs. 10,000)
and assumed the l iabi l i t ies. l t  a lso agreed to pay Rs.30,0oo for Goodwil l .
The partners distr ibuted the shares among themselves in prof i t -sharing rat io.
Prepare Real isat ion A/c, partners'  capital  A/cs, cash A/c and purchasing company,s A/c
in the books of the f i rm.

Write shor. t  notes on any FOUFI :
a) Account ingConvent ions

b) Account ing Vouchers
c) Account ing Concepts
d)  PurchaseCons idera t ion

e) Benef i ts of Convert ing partnership into Company
f) Revaluat ion Method of Depreciat ion

a )

b)

c)
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