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1. Answer any four from the following qﬁestions :5x4

( @) What do you mean by intrinsic value of share ?
State the factors affecting the valuation of
shares.

(b) Write the accounting treatment of the following :

(/) Cashdividend received out of capita] profit/
pre-acquisition profit, credited by holding
company to its Profit and Loss Account.

(i) Proposed dividend declared by

()) Subsidiary company, shown in the liability
side of the Balance sheet of S. Ltd.

(I Proposed dividend declared by
subsidiary company, but not shown in
the liability side of the Balance sheet

of S Ltd. It is given by way of additional
information.

(c) The following pérticulars are-available in relation
to a Company :

(i) Capital: 3,500 7% Preference shares of
T 100 each, fully paid; 83,000 equity
shares of {10 each fully paid.
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(iiy External liabilities : ¥ 4,75,000.
(iii) Reserves and Surplus :¥ 3,35,000

(iv) The average normal profit (after taxation)
earned every year by the company
¥ 1,54,250.

(v) Thenormal proﬁt earned on the market value
of equity shares, fully paid,of the same type
of Companies is 9-5% calculate the value of
each equity share by : (4) Assets Backing
method assuming that out of the total assets,
those worth% 27,000 are fictitious ; (B) The

~ Earning-Capacity method.

(d) What is external reconstruction ? State the
motives of merger and acquisition.

(e) D.K.Ltd. purchased 8,000 equity shares of M.P.
Ltd. on 1.1.2011 for Rs.90,000. From the following
balance sheets, compute the cost of control or
goodwill .
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Balance Sheetasat 31.12.2011

Liabilities DKtd MPLWd. dsses DKlid MPLtd
Rs. Rs. " Rs, Rs.

Equity Share . : Fixed Assets  2,70,000 1,10,000
Capital (Rs 10 Iovestments in .
each fully paid) 3,00,000 1,00,000 MP Ltd.(8000
Reserves §0,000 . 50,000 shares) . 82,0600 — _
P& LA/ 150,000 30,000 Other Assets 118,000 90,000
Creditors 40,000 20,000 :

4,70,000 2,00,000 4,70,000 2,00,000

Other information :

() On1.1.2011 Reserves and P & LA/c balances
of MP Ltd. were Rs. 40,000 and Rs. 20,000(Cr.)

respecnvely .
(i) InFeb.2011 MPLtd. declared and paid 10 %
dividend from its Reserves for the year 2010.

{(// What do you mean by ACcouﬁﬁng Standards ?
State the objectives of using Accountmg
Standards.

2. Answer any fwo questions of the following : 16 x 2

(a)()) Write the Accounting Standard setting
procedure in India.
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(if) Write the major guidelines on valuation of
Inventories as prescribed in Accounting
Standard in India (AS-2). - 4+6

(b) Balance Sheetof P Litd. andQLtd asat31.3.2012.

L;Mm Ly 9__1 _m .._J:_LL QL.
’ Rs. Rs. Rs. Rs.
Equity Shsre - Goodwill 50,000 —

Capital (Rs 18)  7,00,000 3,00,600 Fixed Assets 5,70.00_0 1,70,000
General Reserves 80,000 40,000 Imvestment
MNWNC 290000 30080 in Q Led

Creditors | 60008 30,000 (20,000 shares) 240,000
Loan from P Ltd. Loas to Q Lid.

(including accrued ] (Excluding = - =
interest of Rs. 2000) — 20,000 accrued interest) 23,000 —

OtherAssets 47,000 1,60,008

9,30,000 4,36,000 " 9,30,000 430,000
Other information : ‘

NO) /PLtd acquired the shares in QLtd. on

) ¢ l 10.2011;

(u') On 1.4.2011, General Reserves and Proﬁt
and Loss A/c balances of QLtd. stood
at Rs. 20,000 and Rs. 10,000 (Dr.)
respectively;
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(iii) Fixed assets of Q Ltd. which stood at
Rs. 3,00,000 on 1.4.2011 were revalued at
Rs. 3,85,000 on the data of acquisition of
shares by P Ltd. The effect of this revaluation
has not yet been treated in the books of

Q Ltd.

(iv) Both the companies decided to make a

proposed dividend of 10 %.

Prepare the consohdated balance sheet of P Ltd
and its sub51d1ary Q Ltd. asat 31.3.2012. 10

(c) The financial position of two companies Raja Ltd.
and Gaja Ltd. as an 31st March, 2012 was as

under :
Assets
Goodwill
Buildi
Machinery
Stock '

Debtors
Cash at Bank

‘Preliminary Exp.
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Rajaltd. ) Gajaltd.(R)

50,000 25,000
3,00,000  1,00,000
5,00,000  1,50,000
2,50,000  1,75,000
2,00,000  1,00,000

50,000 20,000

30,000 - 10,000

13,80,000 _5,80,000
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Liabilities Raja Ltd.(¥) AGaia Ltd.(D)

Share Capital:
Equity shares of T10each 10,00,000  3,00,000
9% Preference shares ‘

of T100each  1,00,000 -

10 % Preference shares _

6f T 100 each - 1,00,000
General Reserve _ 1,00,000 80,000
Retirement Gratuity fund 50,000 20,000
Sundry Creditors 1,30,000 80,000

13.80,000 5.80.000

‘Raja Ltd. absorbs Gaja Ltd. on the following
terms: :

() 10% Preference share holders are to be paid at
10% premium by issue of 9 % preference shares
of Raja Ltd.

(if) Goodwill of GajaLtd. is valued at ¥ 50,000,
Buildings are valued at ¥1,50,000 and the
Machinery at¥ 1,60,000.
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(iii)Stock to be taken over at 10% less Value and
Reserve for Bad and Doubtful Debts to be
created @ 7-5 %.

(iv) Equity share holders of Gaja Ltd. will be paid off
by issue of Equity shares of Ra]a Ltd. @ 5%
Premium.

Prepare necessary Ledger Accounts to close the

Books of Gaja Ltd. and Show the acquisition

entries in the books of RajaLtd. 10

[Internal Assessment — 10 Marks ]
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