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ISSUE OF SHARE

1. Katrina Acting School issued 1,00,000 shares of Rs.10 each at premium of Rs.5 per share

payable as follows:

On Application - Rs.2+1
On Allotment - Rs.3+2
On First Call - Rs.4+1

On Second & Final Call - Rs.1+1

Application were received for 1,50,000 shares and Allotment was made as under:
(a) Applicants of 10,000 shares were rejected

(b) Applicants of 20,000 shares were alloted in Full

(c) Balance on Pro-rata

Pass necessary journal entries.
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JOURNAL ENTRIES

Particulars Calculation Debit Amount = Credit Amount
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CALCULATION OF SHARE FORFIETURE AMOUNT & CAPITAL RESERVE

Any Call After Application is Also Paid
Nos Applieat XpApp. (AU Bnd. Prows | Mo Alofeol X [;tl Call's Peid

& PREM x Noc AMlyfeck (O | Excludw, PREM
-

—




JOURNAL ENTRY FOR FORFIETURE OF SHARES

Debit Credit
Amount Amount
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JOURNAL ENTRY FOR RETISSUE OF SHARES & CAPITAL RESERVE
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Amount | Amount

1 Boml edc DA NOS Reiccueal X Reiecwe Price
Shove Forfeifire ofc DA NOS Reictucol X loss o7 Reissue
T Sheie Copifed ofe  Nes Reissued XFV g@ﬂd—up/rm-up_

Particular's Calculation
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COMPREHENSIVE QUESTION
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Date Particular's L/F | Debit Credit
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Working Note - Calculation of Capital Reserve
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MUST DO QUESTION BEFORE EXAMS
1. On <L oril, 2020, States Ltd. issued 1,80,000 shares of Rs.10 each payable as follows:

Rs.2 on application, Rs.3 on allotment, Rs.2 on First call 1st October, 2020; and Rs.3 on Final
call 15T February, 2021. By 20th May, 1,50,000 shares were applied for and all applications

were accepted. Allotment was made on 1st June. All sums due on allotment were received on
15th July; those on 1st call were received on 20Th October. You are required to prepare the

Journal entries to record the transactions when accounts were closed on 31 St March, 2021,




Solution: 1' 20000 } lowel

_lsopoo 4 Allt

e
L L L L

/\ .,/\ .,/\ /\
@.&, \/ ;;% .Lc_('_ch PfFe&: 1Lumd4

1 June
Journal Entries In The Books Of

'TC AT

Particular's L/F Debit Credit




2018[ The company proposed to make a further issue of 1,30,000 shares of Rs.10 each at a

price of Rs.12 each, the arrangements for payment being:
(i) Rs.2 per share payable on application, to be received by 15T July, 2018;

(ii) Allotment to be made on 10T July, 2018 and a further Rs.5 per share (including the
premium) fo be payable;

(iii) The final call for the balance to be made, and the money received by 30T April, 2019.

Applications were received for 4,20,000 shares and were dealt with as follows:

1. Applicants for 20,000 shares received allotment in full;

2. Applicants for 1,00,000 shares received an allotment of one share for every two applied
for. no money was returned to these applicants, the surplus on application being used to
reduce the amount due on allotment;

3. Applicants for 3,00,000 shares received an allotment of one share for every five shares
applied for; the money due on allotment was retained by the company, the excess being
returned to the applicants; and

4. The money due on final call was received on the due date.

You are required to record these ftransactions (including cash items) in the journal of Piyush

limited.

Solution :




Journal Entries In The Books Of

Particular's

L/F Debit Credit
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3. BLimited issued 50,000 equity shares of Rs.10 each payable as Rs.3 per share on application,

Rs.5 per share (including Rs.2 as premium) on allotment and Rs.4 per share on call. All these

shares were subscribed. Money due on all shares was fully received except from X, holding

1000 shares who failed to pay the allotment and call money and Y, holding 2000 shares, failed

to pay the call money. All those 3,000 shares were forfeited. Out of forfeited shares, 2,500

shares (including whole of X's shares) were subsequently re-issued to Z as fully paid up at a

discount of Rs.2 per share. Pass necessary journal entries in the books of B limited. Also

prepare Balance Sheet and notes to accounts of the company.
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4. Alankit Limited issued at par 2,00,000 Equity shares of Rs.100 each payable Rs.25 on

application; Rs.30 on allotment; Rs.20 on first call and balance on the final call. All the shares

were fully subscribed. Mr. Dhawan who held 40,000 shares paid full remaining amount on first

call itself. The final call which was made after 3 months from first call was fully paid except a

shareholder having 4,000 shares who paid his due amount after 2 months along with interest

on calls in arrears. Company also paid interest on calls in advance to Mr. Dhawan. You are

required to prepare journal entries to record these transactions.
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5. Samuel who %s the holder‘qof 12,000 preference shares of Rs.100 each, on which Rs.75 per

share has been called up could not pay his dues on Allotment and First call each at Rs.25 per
share. The Directors forfeited the above shares and reissued 10,000 of such shares to Mr.

Robort at(Rs.65 per share paid-up r' share. You are required to prepare journal

entries to reford the above forfeiture a\gi re-issue in the books of the company.
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Journal Entries In The Books Of
Particular's L/F  Debit Credit
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ISSUE OF DEBENTURES

ISSUE OF DEBENTURES WITH DIFFERENT TERMS OF ISSUE

Case 1 Case 2 Case 3 Case 4 Case 5 Case 6

Face Value (FV) 100 | 100, 100, | 100 | 100 | 100
Issue Price (IP) 100 1j_od Q_Cd 100 110 N1y
Redemption Price (RP) 10O 100> 100 102 103 102
Case 1 ‘ Case 2 Case 3 | Case4 Caseb ‘ Case 6
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Case 1 - Debentures

Redeemed in Lumpsum

Treatment of Loss/Discount on Issue of Debentures

Case 1 - Debentures Redeemed in Installments
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SHARES / DEBENTURES ISSUED FOR CONSIDERATION OTHER THAN CASH
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AT PREMIUM @10%

AT DISCOUNT @10%
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MUST DO QUESTION BEFORE EXAMS

1. On 15T January 2018-Ankit Ltd. issued 10% debentures of the face value of Rs.20,00,000
at 10% discount. Debenture interest after deducting tax at source @10% was payable on

30th June and 31st December every year. All the debentures were to be redeemed after

the expiry of five year period at 5% premium. Pass necessary journal entries for the

accounting year 2018. £\ — |00 , IP—-90 , Rp— lo% NOD - 20000

Solution:

Journal Entries In The Books Of

Particular's Credit
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2. On 1st April 2020 Sheru Ltd. issued 1,00,000 12°/o debentures of Rs.100 each at a discount
of 5%, redeemable on 31 March 2025. Issue was oversubscribed by 20,000 debentures,
who were refunded their money. Interest is paid annually on 31 March. You are required to
prepare:

a) Journal Entries at the time of issue of debentures.

b) Discount on issue of Debenture Account

c) Interest account and Debenture holder Account assuming TDS is deducted @ 10%.

Solution:

Journal Entries In The Books Of
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Discount on issue of Debenture Account

Date Particular's Amount | Date Particular's Amount

ooy | To 12/ Delmbue ot | Somooo 21 j0% By asfitdlosc ol 10000
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Interest account

Date Particular's .~ Amount | Date Particular's Amount

202\ 202

21102 | To TDS Parebly 1200006 210z | By, Faclit £ logc QL
0 | — ¢ J
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Debenture Holder Account
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3. On1st April 2020, XY Ltd. took over assets of Rs.4,50,000 and liabilities of 60,000 of
Himalayan Ltd. for the purchase consideration of Rs. 4,40,000. It paid the purchase
consideration by issuing 8% debenture of Rs.100 each at 10% premium on same date.

XY Ltd. issued another 3000, 8% debenture of Rs.100 at discount of 10% redeemable at

premium of 5% after 5 years. According to the terms of the issue Rs.30 is payable on
application and the balance on the allotment on debentures. It has been decided to write of f
the entire loss on issue of discount in the current year itself. You are required to pass the
journal entries in the books of XY Ltd. for the financial year 2020-21

Solution: FV — 0O  IP-90 RP-/0S NOD- 36 ¢
Journal Entries In The Books Of

Particular's L/F Debit Credit
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4. Agrotech Ltd. issu% debentures of Rs.100 each at a discount of 6%, redeemable

at a premium of 5% after 3 years payable as: Rs.50 on application and Rs.44 on allotment.

—6 =
Record necessary Journal entries for issue of debentures. & 100 I 94
J \
Solution: Fv So FVv 5'8
4 §

Journal Entries In The Books Of

Date Particular's L/F Debit Credit
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To Prewwivm on ?@IMM Ico

?mmm
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lb Benb a!c Da G600
To Delewdtme  Alolrent «fc €600

5. Pure Ltd. issues 1,00,000 12% Debentures of Rs.10 each at Rs.9.40 on 15T January, 2018. Under
the terms of issue, the Debentures are redeemable at the end of 5 years from the date of

issue. Calculate the amount of discount to be written-off in each of the 5 years.

Solution:

Journal Entries In The Books Of __

Year = O/S Debentures | Ratio Discount to be W/O

1 |looome o 1 Coo00 XlJs = Rooo
Cooo0 Xl)s = Rooo

2 106000 0 1

2 | looo.ooo 1 | Ccoooo Xl)s = RRooo

4 ’Qoawo 1 €O0o00 X ’/S' = RoOoo

s loooone |1 | _Coooo Xlfs = RooO
=

6. Riya Limited issued 20,000 14% Debentures of the nominal value of Rs.1,00,00,000 as follows:

a. To sundry persons for cash at 90% of nominal value of Rs.50,00,000.
b. To a vendor for purchase of fixed assets worth Rs.20,00,000 - Rs.25,00,000 nominal value.

c. To the banker as collateral security for a loan of Rs.20,00,000 - Rs.25,00,000 nominal value.

You are required to prepare necessary journal entries Journal Entries.

Solution:
Journal Entries In The BooksOf _ _

Date Particular's L/F Debit Credit

26




27




v VIDHYODAY

VIDHYA KA UDAY
Experience India’s Best Revision for

CA Foundation

ACCOUNTING FOR BONUS ISSUE AND RIGHT ISSUE

BONUS SHARES - PROVISIONS OF THE COMPANIES ACT, 2013

> Bonus issue means an issue of additional shares to existing shareholders free of cost in

proportion to their existing holding.

> A company may issue fully paid-up bonus shares to its shareholders out of —

(i) its free reserves; L cX t P)u'om (’L
2 Prion ’
(iii) capital redemption reserve account: 1¢¢ P)‘I;Osuf;

(ii) securities premium account; or

> Bonus shares should not be issued out of revaluation reserves (i.e., reserves created by

the revaluation of assets).

> Sub-section (3) of the Section also provides that the bonus shares shall not be issued in lieu of

dividend.

> As per Section 63(2) of the Companies Act, 2013, bonus shares cannot be issued unless party

paid-up shares are made fully paid-up. Para 39(ii) of Table F under Schedule I to the Companies
Act, 2013

RIGHT ISSUE

Rights issue is an issue of rights to a company's existing shareholders that entitles them to buy

additional shares directly from the company in proportion to their existing holdings, within a

fixed time period. In a rights offering, the subscription price at which each share may be

purchased is generally at a discount to the current market price. Rights are often transferable,

allowing the holder to sell them in the open market. The difference between the cum-right and

ex-right value of the share is the value of the right.




Journal Entries

Date Particular's L/F Debit Credit

1. | Due Entry For Bonus Issue
Cof):'tcuq ?eclem,vﬁon Paenve ofc DY
Secwnilier Premiivm afe DY
PlL e)c DA N Free Reteme
Genmnall Rereave efe pa S
To B fo Shamwe Holclen Y/d

2. Issue of Bonus Issue

BorwAr 15 Shase Holles ofc  Da
To Shone (&r)lf'a/( ofc

CONVERTING PARTY PAID INTO FULLY PAID BY BONUS

1. Due Entry for Bonus

PlL alc DA
cxeMU\s»Q Resenne a{a DA
To Bowr fo Shone Holeler ofc

2. | Making Final Call Due

Shoue Fined (U ofc DA
T Shoue Ca'ai(ai of¢

3. | Adjustment of Final Call
Borwd fo Shone Holelen ofc Dy
To Shoae Final Cald efc
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IMPORTANT FORMULA

Ex-Right Value of Share = C um -Ki ki t— [&)] ] ]

!Qlf Enc fm;) Shogzen

Ex) cfnnﬁ NureN
%&m Ristd 5?&

Value of Right = QuM Rl‘,%\t \
6(/4 Shone Og Shane

MUST DO QUESTION BEFORE EXAMS

1. Pass Journal Entries in the following circumstances:

a) A Limited company with subscribed capital of Rs. 5,00,000 consisting of 50,000 Equity

shares of Rs.10 each; called up capital Rs.7.50 per share. A bonus of Rs.1,25,000 declared

out of General Reserve to be applied in making the existing shares fully paid up.

b) A Limited company having fully paid up capital of Rs.50,00,000 consisting of Equity shares
of Rs.10 each, had General Reserve of Rs.9,00,000. It was resolved to capitalize Rs.5,00,000

out of General Reserve by issuing 50,000 fully paid bonus shares of Rs.10 each, each

shareholder to get one such share for every ten shares held by him in the company.

Solution:
a) Journal Entries
Particular's
D) Genered Reheave ofc Da |2Se00

To Bonua (5 S@L HO(C(M cu!( ’,ZS:OGQ
_Z> Shene Fina GU ofc Dh ) 25,000

To E‘}m% S Lane fa'o.'/“w( ofc 1,28 00 O
23) Bows (5 Shore Holcler ofc | 2S00 6

To Share Fined (ol eofc 2SS oo 0o
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Date Particular's

b) Journal Entries

a

L/F Debit Credit
D) | Geverad Reseant ofc DA S0000 0
To Bonua 1‘5 Shoe Hﬁ(tb/l 6'-[/(: S,OQQ
'2> Bonua To Shote Holden efe DA €,00000
To EC;U,;V} Shae Capi fel oy SO800 O
2. Following notes pertain to the Balance Sheet of Preet Ltd. as at 31st March, 2022
4
Authorised capital:
15,000 12% Preference shares of Rs.10 each 1,50,000
1,50,000 Equity shares of Rs.10 each 15,00,000
16,50,000
Issued and Subscribed capital:
12,000 12% Preference shares of Rs.10 each fully paid 1,20,000
ui’ry shares of Rs.10 each, Rs.8 paid up 10,80,000
Reserves and Surplus:
General reserve Zhd 1,80,000
| CapitalRedemptionReserve— 15T 60,000
—Securitiespremium-{esHectedn-ecash)- Z“d 37,500
Profit and Loss Account 37 3,00,000

On 1st April, 2022, the Company has made final call @ Rs.2 each on 1,35,000 equity shares.

The call money was received by 20th April, 2022. Thereafter, the company decided to capitalise

its reserves by way of bonus at the rate oflone ghare for everf four¥hares held.
T v

Show necessary journal entries in the books of the company and prepare the extract of the

balance sheet as on 30th April, 2022 after bonus issue.
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Solution:

Date

In the book of

Particular's L/F Debit Credit

D | Share Final G ofc DA 2 30000
o E;MM'/}. Sheqe (a.,l);rcu( f¢ 2300006

D | Bank efc DA 2 30000
To Shae Ffnel (L ofc 23000 ©

2) wot_ofe Da 600006

Scuilier Premtivum efc DA 31se00

PlL ofc Dn 240000
To Bovun 1o Slpose Holden el ,2/34/§Oo

L) | BonuA fo Shoae Holden <fe DA 331500
To Ec}wf;, Shore Gl «f¢ 337500

Extract of Balance Sheet

as at

W_Cgffu
168750 G

S,@@o 12/ Prebereuce Choae %PEA 10 Eechn I,SQ@oo

: 1y Shoned @d’ A 10 ech |68 tS00

Tscueol Gapital

2000 12/ Pﬂcafmmcc Choae %P R 10 Ecch |200006
162250 Eguify Shores o) B 10 Gch | ¢9750°

IBOF<O0
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€he £
Geveral  Pepene ) L0066
Phe'ﬂh‘ 4losc Alc cooo o

/"{ A company offers new shares of Rs.100 each at 25% premium to existing shareholders on one

for four bases. The cum-right market price of a share is Rs.150. Calculate the value of a right.

What should be the ex-right market price of a share?

Solution:

Ex -Right [ Cum -Rightt \blue +{Reght Shorey X Teue Pmﬁ
\elue of U — ’Q‘) f‘msfm) Shaosen

Chone EK‘STIYIQ NuwmeN - Num pen zﬁ
%! Choney Rifgd <

= (Risox4Swe) + (R125 X 1Skwe) |
(Shoe +1 Shace

= B 14 Per Share

Volue & — Cum Riit Volue Ex - Bight Volue
W 61 Shone 05 Shae

= Bi1SO — RIS S S Pa Shae

Hence. any one mU»/% to_buy Righl issue Shone

wer U hove o peuy R 20 /E/;Cx%hm—( 6) Ex;sﬁm

Shone  Holdes, l'é/ Re -vpuunce. hic %%L
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REDEMPTION OF PREFERENCE SHARES

METHOD OF REDEMPTION OF FULL PAID-UP SHARES

According to the Companies Act, 2013, preference shares issued by a company must be redeemed

within the maximum period (normally 20 years) allowed under the Act. Thus, a company cannot issue

irredeemable preference shares.

Redemption of redeemable preference shares must be filled in by:

a) the proceeds of a fresh issue of shares; or

b) the capitalisation of undistributed profits (by creating Capital Redemption Reserve); or

¢) a combination of (a) and (b) above.

Note: The proceeds from issue of debentures CANNOT be utilised for the purpose.

Note: All the questions in this chapter have been solved on the basis that the companies referred

in the questions are governed by Section 133 of the Companies Act, 2013 and comply with the

Accounting Standards prescribed for them. Accordingly the balance in securities premium account

has not been utilized for the purpose of premium payable on redemption of preference shares.

Journal Entries

Particular's L/F Debit Credit

1. Creation of CRR

Gevieral Resene wlc. D/(

Pthl"’ A Z@S_( 41/(

Confd_edwﬂﬁm& ' of

2. Issue of New Shares

Bonk o ¢ DA
To Shate (opifal efc

To Sel',w\/lfd Presurumm efc




3. | Due Entry for Redemption of Preference Shares

Reedemalle %@afawca Choue Cafnjfal efc| P
Premium on Redewtion %’ Prefrence Shore afe D,
o Preference Shene H@Me/Lﬂ/;,

4. | Payment Entry

Pﬂf{ﬂm@m&ﬂoh&t afc D4
To Bembt o

5. | Adjustment of Premium on Redemption

PAB{H_ & (occ efc Dn
To Premium  om ’Redﬂfizm—‘ QJ
,Fﬂe'pe/g omee  Shaqre af c

MUST DO QUESTION BEFORE EXAMS

1. The Board of Directors of a Company decided to issue minimum number of equity shares of

Rs.9 to redeem Rs.5,00,000 preference shares. The maximum amount of divisible profits

available for redemption is Rs.3,00,000. Calculate the number of shares to be issued by the

company to ensure that the provisions of Section 55 are not violated. Also determine the

number of shares if the company decides fo issue shares in multiples of‘50 only.

Solution:
S 0000 O
& ?ﬂo}.} 2 @0 000
Fresm Tscue 20000 &

— Iscue Price ~—% 9
2222222 Shonel
)

22,223( 3
L
22,2k0|“




2. X Ltd. gives you the following information as at 31°" March, 2023 :

Particulars 4

EQUITY AND LTABILITIES
1. Shareholders' funds

a. Share capital 2,90,000

b. Reserves and Surplus P/L /Q/L/ > 48,000
2. Current liabilities

Trade Payables 56,500

ASSETS
1. Property, Plant and Equipment 3,45,000
2. Non-current investments 18,500
3. Current Assets

Cash and cash equivalent (bank) 31,000

The share capital of the company consists of Rs.50 each equity shares of Rs.2,25,000 and Rs.100

each Preference shares of Rs.65,000(issued on 1.4.2021). Reserves and Surplus comprises Profit

D

and Loss Account only.

In order to facilitate the redemption of preference shares at g pregium of 10%, the Cogpan
Fv -+ r * jf’ \ zoiz‘&

decided: QQ s e 3?1 00
i — /

a) to sell all the investments for Rs.15,000. - l [olc]e)

b) to finance part of redemption from company funds, subject to, leaving a bank balance of E 52 880

c¢) to issue minimum equity share of Rs.50 each share to raise the balance of funds required.

You are required to pass the necessary Journal Entries to record the above fransactions.

———)

Solution: O — UROo0o = (@)

J

Journal Entries

Particular's L/F Debit Credit

Y | Bawlk efc D4 2isoo

T Shone /k)plg'&v’ho/\ of 21S00

> | Share Awohczfﬂav\ ofc DA 23500

—Zc—) Eal/w%_éhmp Cazaru o»/x 27_/§OC)
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9 Bonk  ofc Dn [Co0o

Pwae.'f’lxéosg efc Dn 2500
To Yvedtient 2S00

‘-D Pw‘fff L lac< oyfc DA 272500
T (a’;.-faﬂ Reoluw’p'kvﬂ Regerve s 2Z<O0

&) Reclewaele Pae({/gtmm Share (a}m/a.(a{ Dy €SO0

Prevwium on &dm@#acfmm&gmm DA €SOO

o Pfkﬁémmga_ghmm Holdeq of, F oo

) P/Le/gm‘&m}b[o(u afc M FLSOO

o Bl ofs HSO 0
7> Pielit 4losc efr DA csoo
7é revaium on ?cwﬁm cSOO

Defeence Shore
of e

Working Note :

F\ q/ Pﬂe{mmm Shone To be Redemech 6S Qo

&) Proceeds C%P Faecsh  Tscue | (24,5'09)
fount  fo be Fedeweo] ouf ?;p Pmlﬁf 2.%5@0
(crp] L
- ‘ . &‘Le (%Z
%Y, YEM “loted (pah — @Bﬁﬂg — GestiieM
GQO@O AANSTe) = “[S500 (= = ISO0o
2250%\ — 37<00

27500 P/@faw Eregh Tecupe
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3. CLimited had 3,000, 12% Redeemable Preference Shares of Rs.100 each, fully paid up. The

company had to redeem these shares at a premium of 10%.

It was decided by the company to issue the following:
a) 25,000 Equity Shares of Rs.10 each at par,

——

b) 1,000 14% Debentures of Rs.100 each

The issue was fully subscribed and all amounts were received in full. The payment was duly

made. The company had sufficient profits. Show Journal Entries in the books of the company.

Solution:

In the book of

Particular's
D | Bank < DA 259000
Io éq_nuﬁ, Share Ca,@)/’cl 25900 0
2)  Banl efc DA | 0oe0
To 14l- Dolewtiie of, |00os o
2) Reede $ Bl el n 300600 o

Premium on ?t@#@_%&#ﬂmﬁ 20066
T

V) PMMM&[IA ofy OA 330000
© Banlt o4 229000

sﬁ Pm‘%f L logs <y 01 Yv]alse)
To éﬁ&!_’&dwi&ﬂ Hegen OO

<) Pnof,fum ofc 04 20 000
T Prewm. on Redl. ole[Shﬂw 2000 0
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Working Note : F\V

20000 o

A Frech Tscue

ng Qo o)

Pzze,ﬂof' > CER

Qqa& ©

4. The capital structure of a company consists of 20,000 Equity Shares of Rs.10 each fully paid

up and 1,000 8% Redeemable Preference Shares of Rs.100 each fully paid up (issued on 1.4.2021).

Undistributed reserve and surplus stood as: General Reserve Rs.80,000; Profit and Loss Account

Rs.20,000; Investment Allowance Reserve out of which Rs.5,000, (not free for distribution as

dividend) Rs.10,000; Securities Premium Rs.2,000, Cash at bank amounted to Rs.98,000.

Preference shares are to be redeemed at a Premium of 10% and for the purpose of redemption,

the directors are empowered to make fresh issue of Equity Shares at par after utilising the

undistributed reserve and surplus, subject to the conditions that a sum of Rs.20,000 shall be

retained in general reserve and which should not be utilised. Pass Journal Entries to give effect

to the above arrangements.

Solution:

In the book of

Journal Entries

Credit

Particular's
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Working Note :

Fv PRemM G R Pl TAR
_Laamo_tq@m_mm@_mo%
A— quoo “ 090 |2 o —logoo _— SOOD Fkee
‘&‘ ,l"' (OoooO O —— | COO0O 1060  SOOO Fee
V \—500 o GO0 —loove —Sooo
- 3S0%0 O o ©
Cresh
jjggvlfa

5. The Balance Sheet of XYZ Ltd. as at 31st December, 2021 inter alia includes the following

information:
Particulars 3
50,000, 8% Preference Shares of Rs. 100 each,Rs. 70 paidup 1S OO0 o o 35,00,000
1,00,000 Equity Shares of Rs. 100 each fully paid up éo(stt 1,00,00,000
Securities Premium 5,00,000
Capital Redemption Reserve 20,00,000
General Reserve 50,00,000
Bank O+10 15,00,000

Y
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’{(’"

Under the terms of their issue, the preference shares are redeemable on 31st March, 2022 ¢(€:/D

premium. In order to finance the redemption, the company makes a rights issue of 50,000 equnTy

shares of Rs.100 each at Rs.110 per share, Rs.20 being payable on application, Rs.35 (including

premium) on allotment and the balance on 1st January, 2023. The issue was fully subscribed and

allotment made on 1st March, 2022. The money due on allotment were duly received by 31st March,

2022. The preference shares were redeemed after fulfilling the necessary conditions of Section 55

of the Companies Act, 2013.You are asked to pass the necessary Journal Entries.

(Ignore date column)

Solution:

In the book of

Journal Entries

Credit

Particular's

D ’PA%&SMLEMJ_&Q( &{c D/ ISO0000
Tog/-Preforonce Shawe &,oif‘&l ofc [So00oo
2) | Boml ofc Dy [Soomeo= 10 40006
To Preference Shore Fied @l of, (SEOOVO
2) Bonl efc ™ ((spoco xz0] l0ogooo
To [/_?4“' cali efc 00000 D
“D L’féu.«'fh Share AnoL(J;()n 0-/c D 1006000
7o eam@jhméﬁﬁl ef. 10000 @
§> F’muh. Shae %fmcwf' O/C P |7 SO0
T g?{,u/"n Share 6*—017150( a/(' ’2/5-(_2@00
1o Seoum; biey p/tewww-« afc 00006
€) | Baml ofr DA 1950000
/) F?ujfﬁ\ Shove  Alolmetcl, | #S000 ¢
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Geversd Regemre of<

Z-’(Sé?eoo

To Gupifel )?edwﬁm_%agmzcg{{ 27508 O

2/ Profronce Sloue Captel ofe D1 S00000 o

Premiurs on Peolbsption of fre) Shase. 2 SOO 0

To Paefmm sm%tdu vy £250000

s> Pacforonce Shoae Hololed efe D 52,5000 ¢
To Bonlt app S2 50000

l@ General Resorve ofy DA 2 C00oo
To Premvive on M&M—nﬁp—m 2/.((9'00(9_

O‘P V/(e]e/lmap Sl«lw *f c

6. With the help of the details in Illustration 9 above and further assuming that the Preference

Shareholders holding 2,000 shares fail fo make the payment for the Final Call made under

Section 55, you are asked to pass the necessary Journal Entries and show the relevant extracts

from the balance sheet as on 31st March, 2022 with the corresponding figures as on 31st

December, 2021 assuming that the shares in default are forfeited after giving proper notices.

(Ignore date column)

L )

Solution:

In the book of

Journal Entries

Particular's

L/F Debit Credit
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REDEMPTION OF DEBENTURES

ADEQUACY OF DEBENTURE REDEMPTION RESERVE (DRR)

The Debenture Redemption Reserve shall be created out of the profits of the company available

for payment of dividend; the limits with respect to adequacy of DRR and investment or deposits,

as the case may be, shall be as under:

Debentures issued by Adequacy of Debenture Redemption Reserve (DRR)

1. All India Financial Institutions (AIFIs) | No DRR is required

regulated by Reserve Bank of India

and Banking

2. | Companies for both public as well as

privately placed debentures

Other Financial Institutions (FIs) within | DRR will be as applicable to NBFCs registered

the meaning of clause(72) of section 2 of | with RBI (as per(3) below)

the Companies Act,2 013

3. | For listed companies (other than AIFIs and Banking Companies as specified in Sr.No.1

above):
a. All listed NBFCs (registered with RBI under No DRR is required section 45-IA of the
RBI Act,) and listed HFCs

(Housing Finance Companies registered with National Housing Bank) for both public as

well as privately placed debentures

b. Other listed companies for both public as No DRR is required well as privately placed

debentures

4. | For unlisted companies (other than AIFIs and Banking Companies as specified in Sr. No 1 above

a. All unlisted NBFCs (registered with | No DRR is required
RBI under section 45-IA of the




RBI (Amendment) Act, 1997) and

unlisted HFCs (Housing Finance

Companies registered with National

Housing Bank) for privately placed

debentures

b. Other unlisted companies DRR shall be 10% of the value of the outstanding

debentures issued

INVESTMENT OF DEBENTURE REDEMPTION RESERVE (DRR) AMOUNT

Further, as per Rule 18 (7) of the Companies (Share Capital and Debentures) Amendment Rules,

2019, following companies

a) All listed NBFCs

b) All listed HFCs

c) All other listed companies (other than AIFIs, Banking Companies and Other FIs); and

d) All unlisted companies which are not NBFCs and HFCs

shall on or before the 30th day of April in each year, in respect of debentures issued, deposit or

invest, as the case may be, a sum which should not be less than 15% of the amount of its debentures

maturing during the year ending on the 31st day of March of next year, in any one or more of

the following methods, namely:

a) in deposits with any scheduled bank, free from charge or lien;

b) in unencumbered securities of the Central Government or of any State Government;

¢) in unencumbered securities mentioned in clauses (a) to (d) and (ee) of Section 20 of the Indian

Trusts Act, 1882;

d) in unencumbered bonds issued by any other company which is notified under clause (f) of

Section 20 of the Indian Trusts Act, 1882.

The amount deposited or invested, as the case may be, above should not be utilised for any purpose

other than for the redemption of debentures maturing during the year referred to above.

Provided that the amount remaining deposited or invested, as the case may be, shall not at any

time fall below 15% of the amount of debentures maturing during the 31st day of March of that year.

In case of partly convertible debentures, DRR shall be created in respect of non-convertible

portion of debenture issue.

The amount credited to DRR shall not be utilised by the company except for the purpose of

redemption of debentures.

46




Note: It should be noted that appropriation to DRR can be made any time before redemption

and Investments in specified securities as mentioned above can be done before 30th April for the

debentures maturing that year, however, for the sake of simplicity and ease, it is advisable to make

the appropriation and investment immediately after the debentures are allotted assuming that

the company has sufficient amount of profits (issued if allotment date is not given in the question).

Also, in some cases, the date of allotment could be missing, in such cases the appropriation and

investments should be done on the first day of that year for which ledgers accounts are to be

drafted

Journal Entries

Date Particular's L/F Debit Credit

AFTER ALLOTMENT OF DEBENTURES

1. Creation of DRR

Pmllffdf'[os( efc Dn

Ge’/m’mﬂ Resenre  ofc Dn

\ A

To Delenfue Redewsplizn Kesenuy

{;i

2. Purchase of DRRI

Debentime Redlemption Rereamt drwtatmenslofe Dy

To Bonl efc

3. | Receipt of Interest on DRRI

Bonl ¢ DA

o gnfenwt' en Mbwn ?&M% C\}le Q{C

4, Transfer of Interest on DRRI

Inlereal ou Delr. Red ( Drweatie Y)Y

To Pu#.f,ﬁ(ass ofC
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AT TIME OF REDEMPTION

1. Sale of DRRI

Bonl efc Dn

MMMA’Sf frenl  of

.

2. | Due Entry for Redemption of Debentures

X*lo Delemdpne  afc Da

P/IPMAium ov ?ea(ewtpﬁm 'Ddtmﬂuﬂ ef DA
To Delembune Holdef of

3. | Payment Entry

Dobewkinre WNoldes of ¢
To Badl a-l(_,

4, Transfer of DRR

Debemhpne fRedm,pﬁw Rerenve of
To Generall Reteane ef¢

MUST DO QUESTION BEFORE EXAMS

1. The following balances appeared in the books of Paradise Ltd (unlisted company other than
AIFI, Banking company, NBFC and HFC) as on 1-4-2021:
I. 12 % Debentures Rs.7,50,000 <> Liodility, — BJp = CR
II.  Balance of DRR Rs.25,000 —=» L,odﬁ‘bh ’_') 3[9 = CR
ITI. DRR Investment 1,12,500 represented byp 10% Rs.1,125 Secured Bonds of the Government

of Indiaof Rs.100 each. = Asg(t—? B)D—b Dnr

Annual contribution to the DRR was made on 31st March every year. On 31-3-2022, balance at
Assed > BID2 b

bank was Rs.7,50,000 before receipt of interest. The investment were realised at par for

D

p‘

redemption of debentures at a premium of 10% on the above date.

You are required to prepare the following accounts for the year ended 31st March, 2022:
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1. Debentures Account

DRR Account

DRR Investment Account

W

Bank Account

5. Debenture Holders Account.

Solution:

12% Debentures A/c

Amount Date Particular

Nwz22 To Delentire Holdes oo 2 3S0000

DRR A/c

Amount Date Particular Amount

ﬂlghzﬂmﬂgm& | ouj2y B 2s,
oljout By Brofit L locc ofe <000 |

10% Secured Bonds Of Govt. (DRR Investment) A/c

Particular Amount Date Particular Amount

oVlouhl To Bedonece bld ,12<00 3)'@}22_'377 Bend ofc 1,12€00 |

Bank A/c

Date Particular Amount Date Particular Amount

m\oh'gl Je f&l@mg b[d ,gqmo 3]'93'@, ‘22‘7 l)elgd@te i&uz;im
20222 To nleregt 2n DRRE@) 11250
2))03)22 To DRR(E@D) 1,12,:;'00

Ry Boloue clof 423D
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Debenture holders A/c

Particular Amount Date Particular Amount
3|22 To Beml_of; 22500 0 2|2 By 127/ Deletfie  %SQO%0 |
30|03)22 %«4 Previium on S0

Reclesption

Working Note:

2. XYZ Ltd. has issued 1,000, 12% convertible debentures Rs.100 each redeemable after a period

of five years. According to the terms & conditions of the issue, these debentures were redeemable

at a premium of 5%. The debenture holders also had the option at the time of redemption to

convert 20% of their holdings into equity shares of Rs.10 each at a pricefQf Rs.20 pe)) share

and balance in cash. Debenture holders amounting Rs.20,000 opted to get their debentures

converted into equity shares as per terms of the issue. You are required to calculate the

number of shares issued and cash paid for redemption of Rs.20,000 debenture holders.

Solution:

Particular No. of Debentures

Ra 9\0'@(9(9 — 2090 DMMQ
24106 [——

5(2,0/ \"gg/. (%g i

— X oS X 1o <
R 4200 |6 00
Working Note: ‘_‘- PA 20 CQAl/l
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3. The Balance Sheet of BEE Co. Ltd. (unlisted company other than AIFI, Banking company, NBFC

and HFC) as at 31st March, 2021 is as under:

Note No.

2. | Reserve and Surplus

Particulars 3
I. Equity and Liabilities
1. Shareholder's Funds
(@)  Share Capital 1 2,00,000
(b) Reserves and Surplus 2 1,20,000
2. Non-current liabilities
(@) Long term borrowings 3 1,20,000
3. Current Liabilities
(@) Trade payables 1,15,000
Total 5,565,000
IT. Assets
1. Non-current assets
(@)  Property, Plant and Equipment 4 1,15,000
5,565,000
2. Current assets
(a) Inventories 1,35,000
(b)  Trade receivables 75,000
(c)  Cash and bank balances 5 2,30,000
Total 5,565,000
Notes to Accounts
1. | Share Capital
Authorised share capital
30,000 shares of Rs.10 each fully paid 3,00,000
Issued and subscribed share capital
£20,000 gares of Rs.10 each fully paid 2,00,000

—
,— Profit AccomD

( 1,20,00(51 )

3. | Long term borrowings

12% Debentures

S

(120009

4. | Property, Plant and Equipment
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Free hold property 1,15,000

5. | Cash and bank balances

Cash at bank 2,00,000

Cash in hand 30,000 2,30,000

At the Annual General Meeting, it was resolved:

a) To give existing shareholders the option to purchase one Rs.10 share at Rs.15 for every four

shares (held prior to the bonus distribution). This option was taken up by all the shareholders.

N

b) To issue one bonus share for every five shares held. («yl >gj_
c) To repay the debentures at a prem ‘(@/ )OO 00 X
[

Give the necessary journal entries for these transactions.

Solution:
Journal Entries
Date Particular's L/F Debit Credit
D | Bewll efc Da  go00 ris F<o0o
{o E&me/q Shase Holden ¢ FS000
2 | Equify Share Holden a/c Dn 4S000
To Equ C SOOO 0
To Secrnmtiea Preanm of¢ 28066
9 Secunrties Prevuium alc DA Rsooo
.@/H-// efc Da 25 000
%A_tb_gkm.&kldtlm efc SYoeo |
‘-> BorwuA (o Shore Molde efe  Dn L0000
To Ec‘;/u,ig, Shase Ca[oi_f’w( ofc SQ000
s) P/zoﬂ.fszl@ss afc 12000
T Delentire 'Redwﬁm_f&&m IC 12000
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&) Pebentine Pecluptio Retnse Tuuestinent o DA (S000
lo Banlt ofc (2000
-‘F) Boml_efc 2000
To De]m@MMfMAM 9num aofc IRO0Q
9> 122fs Deliertne afc DA 2000 6
Viemium on Re on_afc Dn 2€00
To Deledre Hololer of, 123600
9) | Debewkine Hololes ofc D | 23600
To Bewl of C 122600
go/\ Debents fc Dy 12000
To Gererol Tareme of, 2000
'b PneJ;{' b losc cfe DA 260 0
To PABMMM—M_?CJB&.F@ afc 2600
DRR Ve DRR(D
\f L
|0 o/o IS /o
L L
FV Fv
J l
JTecue Redeems in G
C; M&«Jﬂ:‘ [30 'mel:(
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Experience India’s Best Revision for

CA Foundation

v& VID

HYODAY

YA KA UDAY

VIDH

Let's Discuss All Adjustments
ADJUSTMENT GIVEN JOURNAL TRADING B/S

One month rent for 55,000 | Re bt a!c Di covo P> D | Liak.
gowdown is outstanding. <=1l Meathe | 74 0/5_2&,‘/' Coocy | Ret— pdd Ol Fevid-
Interest on loan from 60,000 P,IL% D | Lick—
Rajan is payable @ 10% per Ko X 3I'L amtaledf ‘{/(, Da_ 100 Inferent o‘lgﬂnbm"‘
annum. This loan was taken = usoo To Q/s 9nrae{)f oo | Add Ry 100
on 01.07.2017 4,400 Pa 400

Insurance premium includes 48,000 P.’L > Dn L;dﬁb‘él
Rs.42,000 paid towards ~ — 42000 Induremcet. Copifel
proprietor's life insurance | GOOO Sh2000 g—)t:zooo
policy and the balance of —|S Mouth PlL e’ Dr| Asset
the insurance charges 00 pen Artwnencee | Prepedd
cover the period from Nom'ﬂ’) e P/;epou‘C'A SM,MLML(
01.04.2017 0 30.06.2018. | %3 Mowth lz'o O 4200
Included amongst the D - 48,000 w,to/(
debtors is Rs.6,000 due C - 29,600 —> D 2000
from Rahul and included M"m*f_g Creclifon
among the creditors ot S <) 2000
due to him.

Personal purchases of 28,800 F(qa_lma 2l ( !'gl__r
Manan amounting to Puchosne | Copite!
Rs.1200 had been recorded &) 1200 e—grlwo
in the purchases day book.

A quarter of the amount of PI L A,Ssd;
printing and stationary Prin {By pﬂe,paq‘d




expenses is o be carried D Pregenicd | Prntivy,
forward fo the next year. @ _@
Credit purchase invoice 6,43,400 Tzadosn . Liodr
amounting to Rs.800 had Punclhage Creclifon
been omitted from the books. + o0 +Lc0 6
Purchases include sales P-1,60,000 M_M
return of Rs.2,575 and 5-2,15,300 & sFS S VAL LAY
sales include [;Jr'—c:\ases C | Pm@e
return of Rs.1,725. O 128 Ol1Fes
Goods withdrawn by Goelsy, Lol |
Mr. XYZ for own Puachos e C(u'a'f&!
consumption Rs.3,500 D 2SO 3500
included in purchases.

Wages paid in the month of %_ Aégt
April for installation of \A}a,gf)_g Ma(,h,na;,
plant and machinery ™ (CO +4¢0
amounting to Rs.450 were

included in wages account.

Free samples distributed —D—\qa[jy.pﬂ M P/ L -Dn

for publicity costing Rs.825. Pw e gz Bree ol 228

Bank overdraft is secured O/D - '

against hypothecation of 80,000

stock. Bank overdraft Bemly OD — Ctocle

outstanding as on 31.3.2[{17 l‘—l__

has been considered a Berndt 0D = QX {)

80% of rea":l/g;e of \‘ \ \L,

stock (deducting 20% as \> BC! OO = KQIYeX RO “/o X Ste l(
margin) and after .

adjusting the mc‘:}r’gfn(ép 2O0OOCO=+R O:/o =20 AL = §fbu’{

value 80% of the same j '1 2 g"m o = Stoc
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has been allowed to draw

as an overdraft.

Rs.20,000 drawn from bank | D - 70,000 P/L-DA _(:ou(r
was debited to Drawings E_,)(Pcn&e Daawmny|
account, but out of this 4 12000 el12000
amount withdrawn ’

Rs.12,000 was used in the

business for day-to-day

expenses.

Purchase of goods worth Bw(ﬂ‘%g ‘ “3 ‘7;
Rs.16,000 was not recorded F'\Mdaoag Credifan
in the books of account + |[beo o | 16000
upto 31.03.2019, but the |

goods were included in stock.

Purchase retfurns of 1B Pochaae Reliun 1\
Rs.1,000 was recorded in Q@e g%mc a!c. DA 2600 Fa 100 0

Sales Return Journal and CR T;?MMM@% Ao L,
the amount was correctly | 20065  ToScles Refinn ofe 000 Ry 000
posted to the Party's A/c (b QuLPBMAG ode L
on the correct side. Ra2000
Expenses include Rs.6,000 elioDa | Asch
in respect of the period xperoe Pmd
after 31T March, 2019, &) p’"’&‘d——éﬁﬂ
The loan account from Dena

bank in the books of

Ganguli appears as follows: ©

31.3.2020 To Balance c/d 1,00,000 1.4.2019 By Balance b/d 50,000
31.3.2020 By Bank 50,000
1,00,000 1,00,000
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Interest received represents | IR - 7,250 p l (= Cx

Rs.1,000 from the sundry I@5% - Interest Recd | Accam :j Joteredt-
debtors (due to delay on 25,000 - 000 & £ 1000 O
their part) and the balance | |

on investments and deposits.

Interest paid include L @12% - PM > Da ,Llcb‘

Rs.3,000 paid fo Dena bank. | 1,00,000 O leext 42000 o}s Infowd— 3000|
Machinery worth Rs. 45,000 T m
purchases on 1.10.99 was Dep -6 o Pmchase MMM%
shown as purchases. & 4So00 +4£000 |
Commissions is payable at S- Ple > DA Il:JL
2% on Sales. 23,10,000 (orumicsion + ol (o]
e Office premises occupy Rent L!;M%

/\

1/4 of total area. _ _~
e Lighting is to be charged \’ Y 3/," \’ 2 Z’g ,
as to 2/3 to factory and &X;&‘ ¢ qu(—,” O%‘ € :(cfb'%
1/3 to office. P' L Nflr[ﬁ - P’ L Mn&g :
Mr R's manager is entitled | Re)ope — P/)&-L:Z' X 'Rﬁ P’L-a DA | ! 1‘017*
to a commission of 10% on ’ ’ loo Merog,en ol<
the net profit after A:f—'f'e/\ = P/uglﬂ.(' P 4 C&MM' Ncwta;.f4
charging his commission (oo +£ Corm, |
Following transaction had M\
taken place during the \
period from 1-4-1997 to = th Apm' L -',9 )00
7™ April, 1997.
« Sales Rs. 2, 50,000, n "\,‘e}ff\’ + <
e Purchases 1,50,000, ) = Z?;qo@ o -20/- $+2‘ 00 000

e Stockon7™ April, 1997

P

was Rs, 1,80,00Q0 and decc 2 Ruchate > & )SH000
e 6 fit |
ross profit on sales _J Clﬁg“ / -
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was 20%

Insurance premium

mentioned in the trial

balance was in respect of

building and machineries.

Goods costing Rs.1,000 C-P=p (D Saley |, 1200 @ Deldn 4| 1200
were sent to customer for

Rs.1,200 on 30™ March, (JoP =L@:(;100tm9 Al >0 B Asc

1998 on sale or return Ctock With CStock With

basis. This was recorded

as actual sales.

Afomen Ra100o  Cuatomen Ra1ood

Rs.240 paid as rent of the

O Plc> Da

office were debited to

Reml™ + 240

Landlord account and were

@ Acced

Dedfon —24 O

included in the list of debtors.
=

e (General Manager is to

be given commission at

3

10% of net profit after

= NP %X 12
N loo

charging the commission

LN

of the works manager

and his own.

=/N°P3\)X |10
. 7

)

e Works manage\r"\lls to be

given commission at 12% of

net profit before charging

the commission of General

Manager and his own.

Bill receivable include a

D A<l B Hsco k-

dishonored bill of Rs.8,000.

ELG@_‘&D_OO Debfen

Goods costing Rs.2,000

Looo |

were given away as free

® PlL =>Dn @ Tradm, Hlc
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sample for publicity.

On 1.4.2004, machinery of

PlL=> D

the value of Rs.10,000 was

i~ 1@

A
™

destroyed by fire and the

1 Fine 2000

insurance claim s at
| insuran ettled c

Rs.8,000 was credited to

Machinery account.

Reserve for bad debts is to

be kept at Rs.1,000

Prepaid Expense

OPIL>Dn 5 ) ® Asset

Outstanding Expense

Accrued Income

Acceds

AloDa> + @ loliliy

()
QP> >+ &

Advance Income

QP >0 =2 @

Leednl; f}

Profit & Loss Account

BAD-DEBT ,PROVISION FOR DOUBTFUL DEBT, PROVISION FOR DISCOUNT ON DEBTORS

Particulars Amount Particulars Amount
BBad-Delst ([ < g, P-Dd @B /
_ Y v
v
Balance Sheet
Debtar (7D v
& Bad-Delt (%)
Ve

> P- DD
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Closing Stock (Cost Or NRV Whichever is

_)

FORMAT OF MANUFACTURING ACCOUNT

Particulars Particulars
To Materials Consumed: By Net Factory Cost of production,
Opening Stock of Raw Materials OS | transferred to Trading A/c
Add: Purchases of Raw Materials Sub-Total4-A) P | (bal. fig)
Less: Closing Stock of Raw Materials & By NRV / Sale Value of By-Products,
Net balance = Materials Consumed To DM | if any.
Direct Manufacturing Wages DL
To Direct Expenses, if any _DE
Sub-Total Prime Cost Pc
To Production Overheads Fon !Mm\ /I’QH
Sub-Total Gross Factory Cost GFC
Add: Opening Stock of WIP 4+ 0 wiP
Less: Closing Stock of WIP — C}‘ WTP
Total Total

Trading Account is prepared as under in this case:

TRADING ACCOUNT OF FOR THE YEAR ENDED

Particulars

To Opening Stock of Finished Goods To

Rs.

Particulars

By Sales

Manufacturing Account, i.e. Cost of

By Closing Stock of Finished Goods

Production To Gross Profit c/d to P&L
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Account

Total Total

MUST DO QUESTION BEFORE EXAMS

1. Mr. Shyamal runs a factory, which produces detergents. Following details were available in

respect of his manufacturing activities for the year ended 31-03-2019.

Opening work-in-progress (9000 units) ‘26,000
Closing work-in-progress (14,000 units) TWO
Opening inventory of Raw Materials fz’eﬁ
Closing inventory of Raw Materials \T,Z0,000
Purchases f-8_,-20,000

Hire charges of Machinery @ Rs.0.70 per unit manufactured Hire charges of factory  2,60,000
@ec‘r wages-contracted@ Rs. 0.80 per unit manufactured and @ Rs.0.40

per unit of closing W.I.P.

Repairs and maintenance Units produced - 5,00,000 units 1,80,000

You are required to prepare a Manufacturing Account of Mr. Shyamal for the year ended

31-03-2019.

Solution:

Manufacturing Account in Books of Mr.Shyamlal for the Year Ended 31" March,2019

Particulars Units Amount Particulars Units | Amount

To Dineel Mefériod B, Trancpr of
OD S cSPRM 2,60000 Cost ed Yrodmetion,
!@.chme o RM 22000 | to Dwduy, Ac
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¥60,000

| To Dineek Lloboun (.}osj@oo-—»( Slec x_o-so)-t@tlooo x0~t.o>

| To Disrect Expemre — (Sloc_x0-FO

Pc IS1S¢o0

o POR £ 40000> 2Co0000+ )OOV ¢
GFC 19 s5€00
+ 0,0 WP Jooo| 26000
— Cl. WIPp 1400 («2000)

2. Karuna decided to start business of fashion garments under the name of M/s. Designer

Wear on 1% April, 2020. She had a saving of about RMO. She invested Rs.3,00,000

out of her savings and borrowed equal amount from bank. She purchased a commercial space

for Rs.5,00,000 and further spent Rs.1,00,000 on its renovation to make it ready for

business.

Loan and interest repaid by her in the first year are as follows:  [(®cwAa

30th June, 2020 - Rs.15,000 principal+ Rs.9,000 interest ™\ Princivall + Grlerenl-
£

30th September, 2020 - Rs.15,000 principal+ Rs.8,550 interes 0000 230

31st December, 2020 - Rs.15,000 principal+ Rs.8,100 interest 0 Bamlt ¢£

31st March, 2021 - Rs.15,000 principal+ Rs.7,650 in‘reresf.-—!& (ocun

In view of further capital requirement, she transferred Rs.2,00,000 from her saving bank

account to the bank account of the business. She paid security deposit of Rs.7,000 for

telephone connection. Furniture of Rs.10,000 was purchased, All payments were made by

cheque and all receipts in cash were deposited in the bank.
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At the end of the year, her business showed the following results:

Particulars Amount Particulars Amount

Total Sales 2ol - P 20,00,000 Total Purchases - Bosnde €a 17,00,000

Nlﬁ_chlecTr'ici‘ry Expenses paid "\ 40,000 Telephone Charges ~\ e 50,000

Cartage Outwards | B2 60,000 Travelling Expenses B‘—:M‘(n 45,000

Entertainment Expenses = 5,000 Maintenance Expenses (U ! 25,000

\ Misc. Expenses J P’ = 15,000 Electricity Expense PlL ‘)‘4 20,000
kOTher' Information: A Bls-L JO’S

(i) She withdrew Rs.5,000 by cheque each month for her personal expenses.

(ii) Depreciation on building @ 5% p.a. and oil furniture @10% p.a.

(iii) Closing stock in hand as on 31° March, 2021: Rs.5,50,000

[Prepare trading account, profit and loss account for the year ended 31-3-2021 and Balance Sheet

las on that date.

Solution:

Trading & Profit and Loss Account in the Books of M/S Designer

Wear For The Year Ended 315" March 2021

Amount

Particular's Particular's Amount

o Pudhoye 1700000 | By, Lale 200000 o
To 6rpoce Pw)e,'f 2 SO0 )3‘7 Closig, Stack CSnoo O

To Intlarest 23300 | By Goce Puefit 80000

To Telephone Choyes | Sooo0

Ts Tm«rc&«, E‘xpeme tSoo o

To Mamloverve Eypernre|  2Spo0

To Entetainvent Bp. | Spoo

T Eleclricity 40000

+ ofs Electicih, 20000, COO©0

o e Outvond | Gooo 0

To Danee/faﬂM

a@u;uu? 20000
= Fumnitme 000 _ 6000

To Misc Exp. 15,0003




To ket Mpl-
Balance Sheet as at 315" March, 2021

Liabilities Amount Assets Amount

Copitel 3 000D Builelow, o000
4 [/ 4
+Ad bp 200000 < Dep _20000 -, | £70000
& Dn 60000)
+Mek fagkit 25700 965700 | Frnifive 19000
) De,P (00D, 9000
Ols Clecbucily thayy| 20000 | Closiny Stock < <HOOD
| Bonl laon 300000 Ceconit ‘I)%Pct:/’ T00.0
. g < SN 5 CIA
%@L@% 2. loooo Banl 23300
22S Fo0 2.2S 300
Working Note
Bank Account

Particular's Particular's

To (opited 30000 0 | By Builolvs, €00mo
{ 7, 4

o Cex?n‘d 200000 | By Furnitine 10,00 o
To Boml locw 300600 0O ng Bonk loc 60000
To Seler 2000000 By IMereal o4 locs | 23300
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By Secunt, Depesit= | 7000

'B'-, Dramring €000 o

7317 Pwlehaﬂe 700000

B” Telsghone Quager | Speo0

BZ ﬁmxlm) E‘)&penw 4“Coo &

8y Munfeuence Erp | 25090

Eaterfommet Exp | So00

Elechvieity EXponce Lgoo &

(aicge Oulavznd | 6000 O

By Misc. €ppeorie ISoo o

By Polwme cfol _ 340D

(Bemti Balomie]
3. The balance sheet of Mittal on 1St January, 2018 was as follows:

Trade payables 1 ™\, \{' 16,00,000 Plant & Machinery v~ 31,00/,000
Expenses payable 2,50,000 Furniture & Fixture «~ m
Capital " 51,00,000 Trade receivables 9 C 1450 OO%/
Cash at bank S‘bﬂ 7,00,000
Inventories 13,00,000
69,50,000 69,50,000

During 2018, his profit and loss account revealed a net profit of Rs.15,10,000. This was after

lallowing for the following:

|(a) Interest on capital @ 6% p.a.

\ 4
A

{(b)bePreciation on plant and machinery @ 10% p.a. and on Furniture and Fixtures @ 5% p.a.
il

|(c) A provision for Doubtful debts @ 5% of the trade receivables as at 31" December 2018

g&cd" [

—
——————

But while preparing the profit and loss account he had forgotten to provide for

C\, Bl
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|(1) outstanding expenses totaling Rs.1,85,000 and 1 Z_EA#,@(\

I(2) prepaid insurance to the extent of Rs.25,000. l e PlL— ® C/' g,_g

His current assets and liabilities on 31" December, 2018 were: Trade receivables Rs.21,00,000;

[Cash at bank Rs.5,20,000 and Tr'ade payables Rs.13,84,000. During the year he withdrew

|Rs 6,20,000 for domestic use. Closmg inventories is equal to net trade receivables at the year- end.

You are required to draw up revised Profit and Loss account and Balance Sheet at the end of the

year.

Solution:

Profit & Loss Account (Revised) For the Year Ended 31%" December 2018

Particular's Amount Particular's Amount

lo Os Expense Lgsooo By Balonce bjel IS 19000

o Mel™ fosfit Rured S (135000 B;,} Prepeid €xpovse | 2S00 o

Liabilities Amount Amount
ifed  Slogoso Plomt & Mackine,,. 3100000
+ Toc 260600 0 <) Br"g G zg@ 2720000
+Np 130000

— Dnoing (6200006136000 Fuunitme. 400000
9Dep  (20008) 320000

Trede ‘Pa?g‘lrll 132400 0 [Trade Recr- 2100090

<> PD MDY/ Qoﬁgg_@_}’;_%ﬂgma
ole Expunc | S 00D p

(oah ok Boal // £29000

Cl oSy, Stody. (9 95mo
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Prepeddd  Enpue.  2<00d

4. Following are the Manufacturing A/c, Creditors A/c and Raw Material A/c provided by M/s.

Shivam related to financial year 2019-20. There are certain figures missing in these accounts.

Raw Material A/c

Particular's Amount Particular's Amount

(Rs.) (Rs.)
To Opening Stock A/c 1,27,000 By Raw Materials Consumed 9IS 000)
To Creditors A/c 1L O 00 O— By Closing Stock / C
(G

Creditors A/c

Particular's Amount

Particular’'s
(Rs.) (Rs.)
To Bank A/c 23,50,000 By Balance bé/ \ 15,70,000
To Balance c/d 6,60,000 BH P ‘ (G40

Amount
(Rs.)

Particular's

To Raw Material A/c ( 3, IS0 &, ’By Trading A/c 17,44,000
a— <+ 1,20000

To Wages 3,65,000= 57 o

To Depreciation 215,000+ 120000 — 20 90

77 DG
To Direct Expenses 2,49,000—29000 0 — 22000 — 22000
Additional Information: |% 32000
7T

a. Purchase of machinery worth Rs.12,00,000 on ¥ April; 2019 has been omitted, Machinery is

chargeable at a depreciation rate of 15%.

b. Wages include the following:
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Paid to factory workers - Rs.3

,15,000

Paid to labour at office - Rs.50,000

Direct expenses included the following:

Electricity charges - Rs.80,000 of which 25% pertained to office

Fuel charges - Rs.25,000

Freight inwards - Rs.32,000

Delivery charges to customers - Rs.22,000

You are required o prepare revised Manufacturing A/c and Raw Material A/c.

Solution:

Particular's

Manufacturing A/c

Amount

Particular's

Amount

B RM of ¢ Ty P15

915000

BZ TriamgJr 13 Ty, 1832000

To Disedt Wayey 315000 \ ¢ WS
To Deprecpdivn W) | 385000 |\
To Dineed Epp wWN2 207000 L

Particular's

| 2%000
N/

Raw Material Account

Amount

s

Particular's

Amount

\V
.ltf, L0000

R, /'],a €195 (‘f’nrlf

AN

” v;vvr

(= » =~ g

Working Wote

1. Creditor Account

AN
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Particular's Amount ) Particulor's

Qv | 22509000

By RM afc (Puchaue || Iie0o )
T Belonee cfh Given 660000 —

2. Revised Balance to be Transferred to Trading Account

Particular's Amount

Bolomee Gumgluee] 1o Toaclns aje ar pet Ouetn | [Fe4opo
S Weagen (oflie) (<opeD)

) Dineet E;\Pew‘)e ( 20000 +22,000) > | (000
+ Dep. +)80000
1232006

3. Expenses to Excluded from Direct Expenses
Amount

Particular's

Dineel EN’&VJC veri v Quedlion 2 kyomo
) €lecfmu/1 Chargyen 9 @%6&4 (20000 |
©) Deliver, chages Co  Cukfomen Q200>

20700

%|

4. Correct Depreciation

Deonwwl’m given  in Queyjmn 2 150v0

4 MM@&: 2lac X 1S/ L€oooo
295000 |

5. Mr. Birla is a proprietor engaged in business of trading electronics. An excerpt from his

Trading & P&L account is as follows:
Trading and P&L A/c for the year ended 31st March, 2020

Particular's Rs. Particular's Rs.
To Cost of Goods Sold 45,00,000 | By Sales A Cxone
To Gross Profit c/d gsgLQ TR\ /— A
E O\ ok




N

To Rent A/c 26,00,000 |By Gpdss Profit b/d
To Office Expenses 13,00,000 Miscellaneous Income c1.E,
To Selling Expenses |.0Q@0 O [ T
To Commission Yo Manager (on é,O0,000J
Net Profit before charging such
commission)
To Net Profit lgpc?ém “
6003000 ¢ 60,00,000

Commission is charged at the rate of 10%. Selling Expenses amount to 1% of total sales. You are

required to compute the missing figures.

Solution:

Trading and P&L A/c for the year ended 31st March, 2020

Particular's Particular's
To Cost of Goods Sold 45,00,000 | By Sales
To Gross Profit c/d
To Rent A/c 26,00,000 |By Gross Profit b/d
To Office Expenses 13,00,000 |By Miscellaneous Income
To Selling Expenses
To Commission Yo Manager (on 2,00,000

Net Profit before charging such

commission)

To Net Profit

60,00,000

Working Note

1. Computation of Net Profit
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2. Computation of Selling Expenses

3. Computation of Sales

4. Computation of Gross Profit

Trading Account

Particular's Amount Particular's Amount

5. Miscellaneous Income
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6. Mr. Kotriwal is engaged in business of selling magazines. Several of his customers

pay money

in advance for subscribing his magazines. Information related o year ended 31st

March 2020

has been given below:

On 1.4.2019 he had a balance of Rs.2,00,000 advance from customers of which Rs

.1,50,000 is

related to year 2019-20 while remaining pertains to year 2020-21. During the year 2019-20

he made cash sales of Rs.5,00,000. You are required to compute:

(i) Total income for the year 2019-20.

(ii) Total money received during the year if the closing balance in advance from customers

account is Rs.1,70,000.

Solution:

1. Computation of Income for the year 2019-20

Particular's Amount

Caln - Saley

SOOPOO

O

N

[ SOOI

-~ £,50000

2. Advance from Customer Account

Particular's Amour

Amount
200000

To Sele |So00c B, Balaee bl

To Bedomee | | 70000 | By Bamk

Total Money Received During Year

Particular's Amount

(arh < lvy S 00000
+ Newr Adwenice d'/IOM CoeA Tomen > |, 20000
620000

7. Sengupta & Co. employs a team of eight workers who were paid Rs.30,000 per month each in

the year ending 31st March, 2019. At the start of financial year 2019-2020, the

company

raised salaries by 10% to Rs.33,000 per month each.

Mot = April Aol —> Ma-y




On October 1, 2019 the company hired two trainees at salary of Rs.21,000 per month each.

The work force are paid salary on the first working day of every month, one month in arrears,

so that the employees receive their salary for January on the first working day of February

etc.

You are required to calculate:

(a) Amount of salaries which would be charged to the profit and loss for the year ended 31st
March, 2020.

(b) Amount actually paid as salaries during 2019-20

Outstanding Salaries as on 31st March, 2020.

Solution:

1. Salaries to be Charged to Profit & Loss account for the year ended 31°" March, 2020

Particular's Amount

g n 12 Men pr_ 3168006
é!.@?%z%mppg Jon € Monlh ® Ry 21000 eack pmM_| 252000

3420006
2. Salaries Actually {Paid jh 2019-20
Particular's Amount
Salon Employee f Mouch 2013 Peicl i Apsil 2019 @b 30000 240000
Sa Erspbyee fror Apwil 2019 To Feb1d Poiel Jrom Mey 2013 | 2904000
1 2020 @ 332000 pm
Salory of 2 Tramee frors Oct013 to Felr 19 poicl il | 20000
March 2020 ® 2000 pa (S
3. Outstanding Salary as at 31°" March, 2020 22 s4poo

Particular's Amount

2 Chgloger — Mmch 2020 & 23000 264000
2 Txnouver — Marh 2220 @ 2100 o 42,000
3 06000

8. Mr. Pankaj runs a factory which produces motor spares of export quality. The following details

were obtained about his manufacturing expenses for the year ended on 31.3.2020.
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Particular's Amount

Particular's Amount
W.I.P. - Opening 3,90,000
- Closing 5,07,000
Raw Materials - Purchases 12,10,000
- Opening 3,02,000
- Closing 3,10,000
- Returned 18,000
- Indirect material 16,000
Wages - direct 2,10,000
- indirect 48,000
Direct expenses - Royalty on production 1,30,000
- Repairs and maintenance 2,30,000
- Depreciation on factory shed 40,000
- Depreciation on plant & machinery 60,000
By-product at
selling price 20,000

You are required to prepare Manufacturing Account of Mr. Pankaj for the year ended on 31.3.2020.

Solution:

Manufacturing Account in Books of Mr.Pankaj for the Year Ended 31" March,2020

Particular's Amount Particular's
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9. Mr. Mohan gives you the following trial balance and some other information:

Particular's 3 4

capital (1) 6,50,000
Sales Tp - Cxn 9,70,000
Purchases Tg —Da 4,30,000

Opening Inventory TR — Dna 1,10,000

Freights Inward Tp~ Da 40,000

Salaries PIL > DA 2,10,000

Other Administration Expenses 'P,,Lé DA 1,50,000

Furniture (A) o 3,50,000
Tr'adecelvables and Tr'ade(p[t%ables 2,10,000 1,90,000
Returns %6%00 fz',o 0
Discounts %9%00 %
Bad Debts TB = P/t - PA 5,000

Investments in Government Securi‘ries@ 1,00,000

Cash in Hand and Cash at Bank () — outped cngg 200

Input C6ST 2000 &= QQOOD | & 10,000

Input SGST 2000 ,ﬁ“ém SG8T e~ 10,000

Output CGST —8-000-

Output SGST
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Pog m laahn vaufSGsT Snpd CGST

Output I6GST A000 & 2000 — | 2000 %‘ 6,000
18,53,000 18,53,000

Other Information:

Closing Inventory was X 1,80,000;

Depreciate Furniture @ 10% p.a.

Required

Prepare Trading and Profit and Loss Account for the year ended on 31.3.2022 and Balance Sheet

of Mr. Mohan as on that date.

Solution:

In the book of

Trading Account for the year ended

Particular's Amount Particular's Amount

Profit and Loss Account for the year ended

Particular's Amount Particular's Amount
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Balance Sheet as at

Particular's Amount Particular's Amount

Working Note:

OUTPUT 6ST R) INPUT 6ST R)

Tax Payable Paid throug paid in cash

(Tax head)

C6ST
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SELF PRACTICE QUESTION

1. The following are the balances as at 31st March, 2017 extracted from the books of Mr. XYZ.

Particular's

Particular's
Plant and Machinery 19,550 | Bad debts recovered 450
Furniture and Fittings 10,250 | Salaries 22,550
Bank Overdraft 80,000 | Salaries payable 2,450
Capital Account 65,000 | Prepaid rent 300
Drawings 8,000 | Rent 4,300
Purchases 1,60,000 | Carriage inward 1,125
Opening Stock 32,250 | Carriage outward 1,350
Wages 12,165 | Sales 2,15,300
Provision for doubtful debts 3,200 | Advertisement Expenses 3,350
Provision for Discount on Printing and Stationery 1,250
debtors 1,375 | Cash in hand 1,450
Sundry Debtors 1,20,000 | Cash at bank 3,125
Sundry Creditors 47500 | Office Expenses 10,160
Bad debts 1,100 | Interest paid on loan 3,000

Additional Information:

(a) Purchases include sales return of Rs.2,575 and sales include purchases return of Rs.1,725.

(b) Goods withdrawn by Mr. XYZ for own consumption Rs.3,500 included in purchases.

(c) Wages paid in the month of April for installation of plant and machinery amounting to Rs.450

were included in wages account.

(d) Free samples distributed for publicity costing Rs.825.

(e) Create a provision for doubtful debts @ 5% and provision for discount on debtors @ 2.5%.

(f) Depreciation is to be provided on plant and machinery @ 15% p.a. and on furniture and fittings

@ 10% p.a.

(g9) Bank overdraft is secured against hypothecation of stock. Bank overdraft outstanding as on

31.3.2017 has been considered as 80% of real value of stock (deducting 20% as margin) and

after adjusting the marginal value 80% of the same has been allowed to draw as an overdraft.

Prepare a Trading and Profit and Loss Account for the year ended 31st March, 2017, and a
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Balance Sheet as on that date. Also show the rectification entries.

Solution:

Trading & Profit and Loss Account in the Books of Mr. XYZ
For The Year Ended 31%" March 2017

Particular's Amount Particular's Amount

79




Liabilities

Balance Sheet as at 315" March, 2017

Amount Assets Amount
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INVENTORY
Physical Stock vs Book Stock

Wherever required, the following adjustments are carried out in respect of value of Physical

Stock, to arrive at the Value of Inventory as per the Balance Sheet -

Value of Physical Stocks on the Closing Date XXX

Add | Goods in Transit, i.e. goods in respect of which the Firm has the title and XXX

ownership, but lying with the Transporter / Carrier, pending delivery.

Add | Goods held by Other Entities on our behalf (e.g. Our Stock held by Agent, Sub- XXX

Contractor, Job Worker, etc.) Goods sent on approval for which confirmation not

received from Customer.

Less | Any goods sold in respect of title has been transferred to the Buyer, but delivery | XXX

pending at Buyer's request.

Less | Goods held by us on behalf of Other Entities (e.g. As Agent, as Sub-Contractor, as | XXX
Job Worker, etc.)

Less | Adjustments required fo mark-down defectives / obsolete items, etc. to their XXX

NRV, if any.

Value of Stocks as per Balance Sheet

Verification of Stock on other than Balance Sheet date

Generally, Physical Stock Verification and Valuation is done at the end of the last day of the

accounting year. Sometimes, in big organizations, it may not be possible to verify the stocks

exactly on the last date of the accounting period. In such cases, stock is taken either few days

earlier or later, according to the situation. The following adjustments are carried out in order to

arrive at the Stock Value on the Balance Sheet date -




1. Stock Taking after Balance Sheet date

2. Stock Taking before Balance Sheet date

Value of Stocks on verification date (e.g. 6™ April)

Value of Stocks on verification date (e.g. 25™ March)

(+)Cost of Sales made during the interim period

(+) Purchases made during the interim period

(+)Purchase Returns during the interim period

(+)Sales Returns (at Cost Price) during the
period

(-)Purchases made during the interim period

(-)Cost of Sales made during the interim period

(-)Sales Returns (at Cost Price) during the period

(-)Purchase Returns during the inferim period

Value of Stocks on Balance Sheet date,

Value of Stocks on Balance Sheet date,

i.e. 315" March

i.e. 315" March

1. Sky Ltd. keeps no stock records but a physical inventory of stock is made at the end of each

quarter and the valuation is taken at cost. The company's year ends on 31st March, 2018 and

their accounts have been prepared to that date. The stock valuation taken on 31" March, 2018

was however, misleading and you have been advised to value the closing stocks as on 31°'

March, 2018 with the stock figure as on 31st December, 2017 and some other information is

available to you:

a) The cost of stock on 31" December, 2017 as shown by the inventory sheet was 80,000.

M+

b) On 31" December, stock sheet showed the following discrepancies:

(i) A page total of Rs.5,000 had been carried to summary sheet as Rs.6,000. 1000 M—

(ii) The total of a page had been under cast by Rs.200. 200 M+

c) Invoice of purchases entered in the Purchase Book during the quarter from January to

March, 2018 totaled Rs.70,000. Out of this Rs.3,000 related to goods received prior to

31" December, 2017. Invoices entered in April 2018 relating to goods received in March,

2018 totaled Rs.4,000. CTOOOM+ 4OOO M+

_d) Sales invoiced o customers totaled Rs.90,000 from January to March, 2018. Of this

Rs.5,000 related to goods dispatched before 31" December, 2017. Goods dispatched to

customers before 31" March, 2018 but invoiced in April, 2018 totaled Rs.4,000.

e) During the final quarter, credit notes at invoiced value of Rs.1,000 had been issued to

customers in respect of goods refturned during that period. The gross margin earned by

L> gSO00 tess 207 Prshit
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Y — Jor—
1000 [ess 20t ptE = M+
the company is 25% of cost.

You are required to prepare a statement showing the amount of stock at cost as on 31"

March, 2018. Transfer of ownership takes place at the time of delivery of goods.

Solution:

Valuation of Physical Stock as at 315" March, 2018

Particular's Amount

2. Closing stock is valued by Zebra Stores on generally accepted accounting principles. Stock

taking for the year ended 31" March, 2020 was completed by 10™ April, 2020, the valuation

of which showed a stock figure of Rs.5,02,¥00 at cost as on the completion date. After the

end of the accoun‘rmg year' and till the date of completion of stock taking, sales for the next

% + 25>/ On
year were made for' Rs.20 625 profit margin bemg 33 3 per'cen‘r on Cost. Purchases for the

/e TD

next year included in the stock amounted to Rs. 2§ OOO at costlldess trade discount 10 percem‘
legs 2¢ </

During this period, goods were added to stock of the mark up price of Rs.900 in respec‘r of

" sales returns. After stock taking it was found that there were certain very old slow moving

oi‘rems costing Rs.3,375 which should be taken at Rs.1,575 to ensure disposal to an interested

\
customer. Due to heavy floods, certain goods costing Rs.4,650 were received from the

Q’l, supplier beyond the delivery date of customer. As a result, the customer refused to take

oodelivery and net realizable value of the goods was estimated o be Rs.3,750 on 31ST March,
2020.

You are required to calculate the value of stock for inclusion in the final accounts for the year

ended 31" March, 2020
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Solution:

Valuation of Stock as at 315" March, 2020

3. Physical verification of stock in a business was done on 23" February, 2020. The value of the

T
stock was Rs.28,00,000. The following transactions took place from 23rd February to 29"

February, 2020:
ebruary M4

a) Out of the goods sent on consignment, goods at cost worth Rs.2,30,000 were unsold.
b) Purchases of Rs.3,00,000 were made out of which goods worth Rs.1,20,000 were delivered

on 5" March, 2020. | OO0 M+ (20000 M+
LN ] 7 ) D 7
c) Sales were Rs.13,60,000 which include goods worth Rs.3,20,000 sent on approval. Half of

these goods were returned before 29™ February, 2020, but no information is available

regarding the remaining goods.

d) Goods are sold at cost plus 25%. However goods costing Rs.2,40,000 had been sold for
Rs.1,50,000.

Determine the value of stock on 29™ February, 2020.

Solution:

Valuation of Stock as at 29th February, 2020
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4. From the following iar"ricular‘s ascertain the value of inventories as on 315" March, 2020:

Inventory as on 1.4.2019 O<+ P + ME 1,42, 500
Purchases m 2 E é@ éi ) 7,62,500
Manufacturing Expenses 1 J, 1,50,000
Selling Expenses X Sales 12us000 Cl. Stk 60,500
) -
Administrative Expenses X [ M J 3 2S00 30,000
~7
Financial Charges Abn oyt Nonw 21,500
45060 1200000 £

Sales

, €S
' @_&2 207/ - ety | 12,45,000
At the time of valuing inventory as on 31st March, 2019, a sum of Rs.17,500 was written off on a

particular item, which was originally purchased for Rs.50,000 and was sold during the year for

Rs,45,000. Barring the fransaction relating to this item, the gross profit earned during the year

was 20 percent on sales.

Solution:

Statement of Inventory as at 315" March, 2020
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5. The following are the details of a spare part of Sriram mills:

1-1-2020 Opening Inventory Nil

1-1-2020 —ﬁ Purchases 100 unites @ Rsﬁ.30 per unit
15-1-2020 > | Issued for consumption 50 units

1-2-2020 Purchases 200 units @ RE.40 per unit
15-2/2020 Issued for consumption  — 1@h‘s

20-2-2020 Issued for consumption 100 units

Find out the value of Inventory as on 31-3-2020 if the company follows First in first out basis.

Solution:

Receipts Issues Balance

Date Units Rate | Amount = Units Rate = Amount Units Rate = Amount

o\lol)20 — - | =
ololo 100 | 20 | 2600 00 | 20 3000 |
\<lolho €O | 21 1S00 €O | 20 1co0
olfozlo| 200 | 4O | 8060 250 | 22 3svo
isloz|20 OO | 2% 200
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6. Raj Ltd. prepared their accounts financial year ended on 31" March 2019. Due to unavoidable

. ho,o . ,
circumstances actual stock has been taken on 10’ April 2019, when it was ascertained at

.'—
Rs.l,'Z%,OOO. It has been found that;

a) Sales are entered in the Sales Book on the day of dispatch and return inwards in the

Returns Inward Book on the day of the goods received back.

b) Purchases are entered in the Purchase Book on the day the Invoices are received.

¢) Sales between 1 April 2019 to 9™ April 2019 amounting to Rs.20,000 as per Sales Day

Book. 20@@0 legze 20/, = lé}DOO M+

d) Free samples for business promotion issued during 1 April 2019 to 9th April 2019
amounting to Rs.4,000 at cost. L OO O M+

e) Purchases during 1 April 2019 to 9" April 2019 amounting to Rs.10,000 but goods amounts

N D
to Rs.2,000 not received till the date of stock taking. % S QLO0O M e

f) Invoices for goods purchased amounting o Rs.20,000 were entered on 28th March 2019

but the goods were not included in stock. "~ D 20000 M+
Rate of Gross Profit is 25% on cost. v~ X

As certain the value of Stock as on 31er March 2019.

Solution:

Valuation of Physical Stock as at 31" March, 2019

Particular's
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