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Accounting & Finance - III
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ENGLISH VERSION

1  Mr. Somnath i1s a retail traders. He doesn’t keep regular books

of accounts. He paid expenses of business and others from the

cash sales he earned. He always keeps amount of 2000 as cash

on hand and rest of amount credits in bank account. The stock

statement for the year ending on 30-6-2003 are lost. He always

1
sells the goods to receive a profit of 335% on cost. Prepare final

accounts for the year ended 30-6-2003 from the following

information.

Assets and Liabilities 1-7-2004 30-6-2005
Cash Balance 2,000 2,000
Creditors 12,000 27,000
Bank Balance No information 24,000
Debtors 30,000 1,05,000
Stock 84,000 | No information

Following information is derived from the bank pass book :

Paid to creditors .........cccccceieiiiiiiiiiiiiiiiieeeeeees
Paid to business expenses ........ccccccccoeeeveeeeeennn.
10% loan as on 1-1-05........ccooiiiiiiiiiiieiieene,
Cash credit to bank ...

Receive from debtors ......cooveeeeeeeeieiieieieeeee,

....... 2,10,000

....... 2,25,000

Moreover he paid in cash 6,000 to creditors to materials and paid

in cash 12,000 for salary. He withdrew 24,000 for personal use.

OR

1 Prepare statement to be attached with the accounts according

to section 212 of Indian Company Act.
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On 1-1-2003 Shri Vipul had 12% Government Security having
face value of Rs. 1,50,000 and book value of Rs. 1,44,000. Interest

is paid on 31-3 and 30-9 every year on this security. Brokerage

is calculated 1% on face value of every purchase-sale transactions.

Date Face Value Rate Remarks

1-4-2003 80,000 99 Cum. Int. purchase
31-5-2003 60,000 101 Cum. Int. sale
1-6-2003 40,000 96 Ex. Int. sale
30-11-2003 20,000 98 Cum. Int. purchase

Valuation of closing stock is done as per LIFO method. Prepare

12% Government Security Accounts in the books of Shri Vipul

for the year 2003.

OR

The balance-sheet of Deep Ltd. was as follows :

Balance Sheet as on 31-3-2011

Liabilities Rs. | Assets Rs.
Equity Share Capital Goodwill 10,000
(each share of Rs. 10) | 1,80,000 | Plant 1,20,000
Reserve and Surplus 20,000 [ Furniture 5,000
Creditors 50,000 | Stock 80,000
Bills Payable 20,000 [ Debtors 40,000
Expenses Outstanding 5,000 | Prepaid expenses 3,000
Cash and Bank 17,000

2,75,000 2,75,000
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The assets were valued as follow :

Furniture

Debtors .o,

Last three years profit 30,000, 31,000 and 33,000

Return on capital invested 1s 10%.

Goodwill on the basis of three years purchase on the basis of

the weighted average profit.

3  The following is the balance sheet of Krishna Ltd. as on 31-3-2011.

Liabilities Rs. | Assets Rs.
40,000 10% Pref. Goodwill 30,400
of share of Land and
Rs. 10 each 4,00,000| Buildings 5,40,000
40,000 equity share — Dep. 20,000 5,20,000
of Rs. 10 each 4,00,000 | Machinery 5,00,000
Reserves and Surplus| 1,28,000 |- Dep. 20,000] 4,80,000
P & L Account 32,000 | Furniture 25,600
15% Debentures 1,60,000 | — Dep. 1,600 24,000
Provident Fund 40,000 [ 10% Investment P.F. 40,000
Creditors 32,000 | 12% Investment
Bills Payable 14,000 in Debentures
(Face value 48,000
and Interest
1s taxable) 45,600
Stock 32,000
Debtors 24,000
-B.D. Res. 1,600 22,400
Cash and Bank 11,600
12,06,000 12,06,000
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Additional Information :

(1)
@)

®3)

(4)

The present market value of Land and Building 5,69,600

The company’s average annual profit (before deducting tax
at 50%) is 2,24,000
The expected rate of return on capital employed in this type

of business is considered to be 10%

The value of Goodwill of the company has been ascertained
at 60,800.

From the above particulars, ascertain the fair value of equity

of the company.

3 (@
(b)
4 (a)
(b)
4 (a)
(b)

OR

Difference between over capitalization and under

capitalization.

Difference between Financial Leverage and Operating
Leverage.

The difference between single entry and double entry

system.
The factors affecting share valuation.

OR

Explain the meaning of portfolio management. Discuss the

factors affecting investing decisions.

Types of investments.

5 Write short notes : (any two)

€
(b)
©
(d)
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Watered Capital
Importance of Capitalization
Importance of Leverage

Objective of portfolio management.
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