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Statement showing Borrowing cost capitalized as per AS 16 (Up to 31-01-24)  
 ` 
Borrowing Cost on Expenditure incurred on 01-04-2023 (Out of Specific Borrowing) 
(4,00,000 X 12% X 10/12)  
Borrowing Cost on Expenditure incurred on 01-08-2023 (Out of Specific Borrowing) 
(10,00,000 X 12% X 6/12) 
Borrowing Cost on Expenditure incurred on 01-012-2023(Out of General Borrowing) 
(25,00,000 X 10.8% (WN 1) X 2/12) 
Borrowing Cost on Expenditure incurred on 31-01-2024 (Out of General Borrowing) 
(5,00,000 X 10.8% X 0/12) 
Less: Interest income on specific borrowings 

40,000 
 

60,000 
 

45,000 
 

-- 
 

(15,000) 
Borrowing cost capitalized 1,30,000 

 

Journal Entry 
  ` ` 
31st January, 2024 Building A/c                                                        Dr. 

    To Bank A/c 
[Being amount of cost of Building and borrowing cost 
thereon capitalized (44,00,000 + 1,30,000)] 
 

45,30,000  
45,30,000 

 
Statement showing Depreciation and Carrying Amount of Building on 31-03-24)  

 ` 
Cost of Building on 31-01-24 
Less: Depreciation on 31-03-24 (45,30,000 /20) X 2/12 
 

45,30,000 
(37,750) 

Carrying Amount of Building on 31-03-24 44,92,250 
 
 
 
Working Notes 

1. Calculation of weighted average capitalization rate 
Interest on 20,00,000 lakhs @ 15%   =    3,00,000 
Interest on 30,00,000 lakhs @ 8%   =    2,40,000 
                     Total Interest       5,40,000 

WACR = (5,40,000/50,00,000) X 100 = 10.8% 
 
 
 
 
 
 
 

PART II – 70 Marks 

ANSWER TO QUESTION NO 1 (a) (7 Marks) 
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Calculation of Net Joint cost 

Particular ` 
Raw material 
Wages 
Fixed OH 
Variable OH 
Less: Realizable value of By product (3200 X 40) – 10,000 – 9,000 
Less: Realizable value of scrape  

3,50,000 
1,60,000 
1,20,000 
60,000 

(1,09,000) 
(5,000) 

Net Joint Cost 5,76,000 

 

Calculation of sale value of Joint Products 

Particular ` 
Sale value of P (12,500 X 100) 
Sale value of N (10,000 X 60) 

12,50,000 
6,00,000 

Ratio 125:60 

 
Allocation of Net Joint cost over Joint Products 

Particular Total  Per unit 
Cost of P (5,76,000 X 125/185) 
Sale value of N (5,76,000 X 60/185) 

3,89,189 
1,86,811 

31.14 
18.68 

Ratio 5,76,000 125:60 

 
Cost of Inventories 

Particular units Cost Per unit Total cost 
Cost of P (5,76,000 X 125/185) 
Sale value of N (5,76,000 X 60/185) 

1,600 
400 

31.14 
18.68 

49,824 
7,472 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

ANSWER TO QUESTION NO 1 (b) (7 Marks) 
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Particulars ` ` 
ES Capital a/c (` 100) 
    To ES Capital a/c (` 10) 
(Bening 60,000 equity shares of ` 100 are sub 
divided into 6,00,000 equity shares of ` 10 each) 

Dr. 
 
 

60,00,000  
60,00,000 

ES Capital a/c (` 10) 
    To ES Capital a/c (` 6) 
    To Capital Reduction a/c 
(Bening 6,00,000 equity shares of ` 10 are 
converted into 6,00,000 equity shares of ` 6 each) 

 60,00,000  
36,00,000 
24,00,000 

Capital Reduction A/c 
       To Bank A/c 
(Being payment made to PSH for 25% (21,00,000 X 
8% X4 X 25%) 

Dr. 1,68,000  
1,68,000 

Bank a/c (2400 X 98) 
     To Own Debentures A/c (5,76,000 X 40%) 
     To Capital Reduction A/c 
(Being 40% own debentures sold) 

Dr. 2,35,200  
2,30,400 

4,800 
 

10% Debentures a/c 
       To Own Debentures A/c 
       To Capital Reduction A/c 
(Being 60% own debentures Cancelled) 

Dr. 3,60,000  
3,45,600 
14,400 

 
10% Debentures a/c 
Capital Reduction A/c                             Dr.                                      
       To PPE 
(Being debenture holders accepted machinery) 

Dr. 
 

6,00,000 
3,00,000 

 
 

9,00,000 
 

Capital Reduction A/c 
      To PPE 
      To Trade Receivable a/c 
      To Stock 
      To Goodwill 
       To Profit and loss A/c 
Being Assets are revalued and the Goodwill loss 
written off) 

Dr. 
 

17,27,000  
3,00,000 
75,000 
36,000 
81,000 

12,35,000 

Trade Payables A/c 
       To capital Reduction A/c 
(Being Trade Payable reduced) 

Dr. 1,80,000  
1,80,000 

Capital Reduction A/c 
       To Bank A/c 
(Being Penalty paid) 

Dr. 60,000  
60,000 

    
 

 

ANSWER TO QUESTION NO 2 (14 Marks) 
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Capital Reduction Account; 

Particulars ` Particulars ` 

To Loss on Machinery take over 
To Sundries (w/o) 
To Bank (Penalty) 
To Capital Reserve 

3,00,000 
17,27,000 

60,000 
5,12,200 

 

By ES Capital 
By profit on sale and cancellation of 
own debentures (4,800 +14,400) 
By Trade Payables 

24,00,000 
 
 

19,200 
1,80,000 

 25,99,200  25,99,200 
 

Bank Account; 

Particulars ` Particulars ` 

To Balance b/d 
To Own Debentures a/c 

1,33,000 
2,35,200 

 

By Capital Reduction (Pref div) 
By Capital Reduction (Penalty) 
By Balance c/d 

1,68,000 
60,000 

1,40,200 
 3,68,200  3,68,200 

 

 
Ans.  

(i) Calculation of Stage/Degree of completion of contract at end of each year 

 DOC =                                 Cost incurred up to Date X 100 
                                                        Total Estimated Cost 
Year 1    98.8 X 100 

                 375                = 26.35% 
 
Year 2    202.4 X 100 

                   375                = 53.97% 
 

Year 3    (310 – 3) X 100 
                         382               = 80.37% 
 

Year 4    382 X 100 
                 382                = 100% 

 

(ii) Statement showing Contract Profit recognized each year (Fig in Crores) 
 Y1 Y2 Y3 Y4 

(a) Total Contract Revenue 

(b) Degree of completion  

 

400 

26.35% 

400 

53.97% 

410 

80.37% 

410 

100% 

Contract Revenue Recognized (a x b) 

Less: Cost incurred up to Date 

105.40 

98.80 

215.88 

202.40 

329.517 

307.00 

410 

382 

Profit recognized up to date 6.60 13.48 22.517 28 

Profit recognized in earlier years -- 6.60 13.48 22.517 

Profit for current year 6.60 6.88 9.037 5.483 

 
 

ANSWER TO QUESTION NO 3 (a) (7 Marks) 
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Ans.                              Cash flow Statements of Aarambh Limited 

For the year ended 31-03-24 

Particular (`) (`) 
Cash flow from operating Activities 
Difference in P&L as per Balance Sheet (37,800 + 5,400) 
Add: Transfer to General Reserve 
Add: Provision for Tax 
Add: Debentures Interest 
Add: Depreciation (1,62,000 – 1,29,600) 
Add: Increase in provision for Doubtful debts 
Less: Income from Investments 

 43,200 
27,000 

1,62,000 
14,256 
32,400 
27,000 
(4,320) 

Cash from operation before change in working capital 
Adjustments for working capital changes: 
Decrease in Trade payables 
Increase in Trade receivables  
Decrease in Inventories  

 
 

(10,800) 
(1,80,360) 

54,000 

3,01,536 
 
 
 

(1,37,160) 
Cash from operation before Tax 
Less: Tax Paid (2,21,400 + 1,62,000 – 1,35,000) 

 1,64,376 
(2,48,400) 

Net cash flow from operating Activities  (84,024) 

 

Statement showing amount of debenture and shares to be issued to ‘X’ Ltd. and ‘Y’ Ltd. 

 Intelligent Ltd. 
(₹) 

Deligent Ltd. 
(₹) 

Total 
(`) 

Issue of Equity Shares  
(22,000 shares of ` 100 each) 
(In ratio 7:4) Wn 1 

14,00,000 
(14,000 shares) 

8,00,000 
(8,000 shares) 

22,00,000 

Issue of 10% Preference Shares  
(Equivalent shares of ` 100 each @ 125) 
 

3,75,000 
(3000 shares) 

2,50,000 
(2000 shares) 

6,25,000 

Issue of 12 % Debentures (WN 2) 17,50,000 11,25,000 28,75,000 

                  Total PC 35,25,000 21,75,000 57,00,000 

 

Wn 1. Calculation of two years profits 

 Intelligent Ltd. 
(₹) 

Deligent 
Ltd. (₹) 

Profit of Last year 
Profit of current year 

4,50,000 
2,50,000 

2,50,000 
1,50,000 

Total Profit of Two years 7,00,000 4,00,000 

Ratio for distribution of equity shares: 7:4 

 

 

ANSWER TO QUESTION NO 3 (b) (7 Marks) 

ANSWER TO QUESTION NO 4 (14 Marks) 
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Wn 2. Calculation of 12% Debenture issued 

       Intelligent    
             Ltd. (₹) 

Deligent 
Ltd. (₹) 

Land & Building 
 Plant & Machinery 
Inventories  
Trade receivables  
Cash and Bank 
Less: Trade Payables 
Less: Gratuity fund 

11,00,000 
9,00,000 
6,00,000 
6,00,000 
4,00,000 

(12,00,000) 
(3,00,000) 

8,50,000 
4,00,000 
3,00,000 
3,00,000 
1,00,000 

(4,00,000) 
(2,00,000) 

(A) Net Assets           21,00,000 13,50,000 

(B) Income equivalent to 10% on Net Assets  

 

2,10,000 1,35,000 

Debentures Issued (`) 
(B /12%) 

17,50,000 11,25,000 

 

 

Wn 3. Calculation of Goodwill or capital reserve 

 Both companies 

Land & Building 
 Plant & Machinery 
Inventories  
Trade receivables  
Cash and Bank 
Less: Trade Payables 
Less: Gratuity fund 

19,50,000 
13,00,000 
9,00,000 
9,00,000 
5,00,000 
(16,00,000) 
(5,00,000) 

Net Assets Acquired  

PC Paid 

   34,50,000 
   57,00,000 

Goodwill     22,50,000 
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Balance Sheet of Genius Ltd. As at 31st March, 2023 

Particular Notes Amounts (`) 

EQUITY AND LIABILITIES 
(1) Shareholders’ funds 

Share capital 
Reserves and surplus 

(2) Non-current liabilities 
12% Debentures 
Retirement Gratuity fund 

(3) Current liabilities 
Trade Payables 

(12,00,000 + 4,00,000 –
1,00,000 contra) 

 

1 

 

27,00,000 

2 1,25,000 
 
28,75,000 
  5,00,000  
 
 
15,00,000 

  

Total       77,00,000 

ASSETS 
(1) Non-current assets 

PPE 
Goodwill  

(2) Current assets 
Inventories 
Trade receivables (9,00,000 – 1,00,000 contra) 
Cash & Cash Equ. 

 

 

 

32,50,000 

22,50,000 
    9,00,000 

   8,00,000 
   5,00,000 

Total  77,00,000 

Note 1 – Share Capital 

  

Authorized Capital 

Equity share capital (30,000 shares of  ` 100 each) 

Preference share capital (10,000 shares of  ` 100 each) 

 

Issued, Subscribed, called up and Paid-UpCapital 

 Equity shares capital 
(22,000 equity shares of Rs. 100 each, such shares are issued for consideration other 
than cash in the scheme of amalgamation) 

Preference shares capital 
(5,000 pref  shares of Rs. 100 each, such shares are issued for consideration other 

than cash in the scheme of amalgamation) 

 
     
    30,00,000 
    10,00,000 

40,00,000 

 

22,00,000 

 

5,00,000 

 27,00,000 

Note 2 – Reserve & Surplus 

  

Securities Premium on preference share issues (5000 shares @ ` 25) 1,25,000 

Total  1,25,000 
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Consolidated Balance Sheet of Ant Ltd with Craft Ltd as at 31.03.2024 

Particular Notes Amounts (`) 
EQUITY AND LIABILITIES 
(1) Shareholders’ funds 
          Share capital  
          Consolidated Reserves and surplus (wn 5) 
(2) Minority Interest (wn 4) 
(3) Current liabilities 
       Trade Payables  
       Short term Borrowing (Bank OD) 

 
 
 

 

 
 

6,50,000 
3,73,460 
1,26,740 

 
2,37,000 
70,000 

Total  14,57,200 
          ASSETS 

(1) Non-current assets 
PPE 
Land & Building (1,90,000 + 1,35,000) 
Plant & Machinery (Wn 1) 

(2) Current assets 
       Inventories (1,66,000 + 2,05,000 – 13,500 Stock Reserve) 
       Trade Receivable (1,33,500 + (1,68,300 + 1,700 Prov reve)  

              Cash and cash equivalents (24,500 + 6,700) 

 
 
 
 
 
 

 

 
 
 

3,25,000 
4,40,000 

 
3,57,500 
3,03,500 
31,200 

Total  14,57,200 
 Holding = 80% 

 Minority Int = 20% 

Wn1 Revaluation  

Profit or Loss on Revaluation of Plant & Machinery 

 ` 
Balance on 01-04-23   
Less: Depreciation up 1st Oct (2,50,000 X 10% X 6/12) 

2,50,000 
12,500 

Value on 1st Oct 
Revised Value 

2,37,500 
2,20,000 

Loss on Revaluation 17,500 
Ant Ltd (80%) 
MI (20%) 

14,000 
3,500 

 

Saving in Depreciation 

 ` 
Depreciation already charged in post period 
Less: Depreciation on revised value in post period (2,20,000 X 10% X 6/12) 

12,500 
11,000 

Saving in Dep 1,500 
 

Plant & Machinery in CBS 

 ` 
Ant Ltd 
Craft Ltd (revied Value) 
Less: Dep in post period on revised value) 

2,31,000 
2,20,000 
(11,000) 

P&M in CBS 4,40,000 
 

ANSWER TO QUESTION NO 5 (14 Marks) 
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Wn 2. Analysis of Profit 

Reserve 

 Pre  Post  Total  
Balance on 01-01-2020 40,000 -- 40,000 
Ant Ltd (80%) 
MI (20%) 

32,000 
8,000 

  

 

Profit & Loss a/c 

 Pre  
(1-10-23) 

Post  Total  

Balance on 01-01-2020 
+ Provision for D. debts reversed (1,68,300 X 1/99) 

58,700 
 

 2,08,000 
1,700 

Total 
Time Adjustment (6 Months) 
Add: saving in Depreciation  

 

58,700 
75,500 

1,51,000 
(75,500) 

1,500 

2,09,700 

Balance 1,34,200 77,000  
Art Ltd (80%) 

Minority Interest (20%) 
1,07,360 
26,840 

61,600 
15,400 

 

 

Wn 3. Cost of Control 

 ` 
Cost of Investments 
Less: Share Capital (80%) 
Less: Share in Pre-Reserve 
Less: Share in Pre-Profit 
Add: Share in Revaluation Loss   

4,32,000 
(3,20,000) 
(32,000) 

(1,07,360) 
14,000 

Capital Reserve 13,360 
 

Wn 4. Minority Interest 

 ` 
Share Capital (20%) 
Share in Pre and Post Reserve  
Share in Pre and Post Profit   
Less: share in revaluation loss 

80,000 
8,000 

42,240 
(3,500) 

Total 1,26,740 
 

Wn 4. Consolidated Reserve & Surplus 

 ` 
Capital Reserve 
Reserve (1,20,000 + 0) 
Profit & Loss a/c (1,92,000 + 61,600) 
Less: Stock reserve (1,03,500 15/115) 

13,360 
1,20,000 
2,53,600 
(13,500) 

Total 3,73,460 
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Since lease term cover major part of useful life of assets (3 out 5), so it is Finance lease 
 

Calculation of Unearned finance Income 

 ` 
Total Lease Rental (6,90,166 X 3) 
Add: UGRV 

20,70,498 
2,00,000 

Gross Investments 
Less: Net Investments (Fair value) 

22,70,498 
18,00,000 

Unearned Finance Income 4,70,498 
 
Wn 1 Calculation of Lease rental p.a. 

 ` 
Net Investments (Fair value) 
Less: Present value of UGRV (2,00,000 X 0.7118) 

18,00,000 
(1,42,360) 

Present Value of Rentals 16,57,640 
Lease Rental p.a. (16,57,640 / 2.4018) 6,90,166 

 
 
      OR 
 

Earnings available for ESH 

 ` 
PAT 
Less: Preference Dividend (Assumed cumulative) 

3,44,000 
(1,60,000) 

Earning available for ESH for Basic EPS 
Add: Saving in Interest after conversion of Debentures (10,00,000 X 12% X 70%) 

1,84,000 
84,000 

Revised Earning for Diluted EPS 2,68,000 
 

Weighted Average No of shares 

 ` 
50,000 X 80/100 X 12/12 
Call made: 50,000 – 10,000 (40,000 X 20/100 X 9/12) 

40,000 
6,000 

WANOES for Basic EPS 
Add: Shares to be issued on conversion (10,000 X 3)  

46,000 
30,000 

Revised WANOES for Diluted EPS 76,000 
 
 
Basic EPS =  1,84,000/46,000 = ` 4  
Diluted EPS = 2,68,000/76,000 = ` 3.53 
 
 
 
 
 
 
 
 

ANSWER TO QUESTION NO 6 (a) (4 Marks) 
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(1) Average Rate of Dividend of last 3 years = (12% + 14% + 10%)/3 = 12% 

(2) 10% of Paid-up cap and Free reserve (500 Lakhs + 100 Lakhs) X 10% = ` 60 Lakhs 

(3)   

Balance in General reserve 100 Lakhs 

Less: 15% of paid-up capital to be maintained  (75) 

Amount withdrawable  25 

 

Maximum amount which can be withdrawn from reserve is 25 or 60 which ever is lower. So ` 25 

Lakhs can be withdrawn. But out of such 25 Lakhs, first of all, current year loss of ` 5 Lakhs will be 

written off. So available amount for dividend will be 20 Lakhs. 

Rate of Dividend = 20/500 X 100 = 4% 

 

Company can not distribute 10% dividend out of reserve. It can distribute only 4%. 

 

  

 

Trial Balance for the year ended 31-03-2009 
 Rates £ ` 

 `/$ Dr. Cr. Dr. Cr. 
Expenditure (Excluding Dep) 
Cash & Bank 
Debtors 
Fixed Assets (Net) 
Depreciation 
Inventory  
P 
Q (1,035 at NRV in USD) 
Incomes  
Creditors 
H.O. Control a/c 
Exchange Difference (B/F) 

56 
58 
58 
55 
55 

 
NRV 
58 
56 
58 

Actual  

1,03,095 
2,175 
7,365 

27,360 
6,840 

 
5,520 
1,035 

-- 
-- 
-- 
 

-- 
 

-- 
-- 

1,32,000 
15,570 
5,820 

 

57,73,320 
1,26,150 
4,27,170 

15,04,800 
3,76,200 

 
2,85,000 
60,030 

-- 
-- 
-- 

8,655 

-- 
-- 
-- 
-- 
-- 
 

-- 
-- 

73,92,000 
9,03,060 
2,66,265 

 
  1,53,390 1,53,390 85,61,325 85,61,325 

 

ANSWER TO QUESTION NO 6 (b) (4 Marks) 

ANSWER TO QUESTION NO 6 (c) (6 Marks) 


