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EXAMINATION MAY 2023
Acconnting Major VIII - Corporate Acconnting And Tax Planning

[Time: } Houars]

Instroctons:

1. Qumestion Ne. 1 i Compulsary.
1. Answer any three questions from Cuestion No. 2 to Question No. 6.
3 r

UConiag

[Max. Mariks-80]

. Figares to the right indicate mactivmm marks to the question.

31st Diecember, 2022,

)1 The followmg are the Balance Shests of Hemant Limited and Sushant Limitedason  (20)

Balance Sheets of Hemant Limited and Soshant Limited as op 31,13, 3022

Particolars Note | Hemant | Soshant
Na. Lid Lid
{Bs) (Bs)
L ity & Liabilities
(1) Sharehalders’ Funds 15,00,000 &, 00000
) Share Capital - egoity sharss of Fs 100
each
b)) Beserves & Surplus: 3,00.000 120,000
General Resemve
Profit & Loss Account 4, 20,000 2,710,000
(1) Share Application AMoney Pending - -
Allptment
(21 Non-Corrent Liabilities — -
{4} Current Liabilities - -
(2} Short term bormowines
(b} Trade Payables — Creditars 3,31.000 150,000
— Hills Payahle e 1,240,000
| () Dhae to Sushant Lid 0000 =
Tatal 24 600000 1220000
IT Aszeix
(1) Non-Corrent Aszets:
(a) Property, Plant & Equipment &
Intangibles
| (1) Land & Buildinz &, 00,000 3,500,000
(ti) Plant & Machinery 4,280,000 2,70.000
(1it) Gopdwnll 1, 20,000 ]
(b} Noo-curent Iovestments: 2,500 7,20,000 -
equify shares of Sushant Lid
(1) Current Assefs:
(2} Current [nvestments o et
(b} Inventomes 3,00.000 2,710,000
(c) Trade Beceivables G0.000 2,25.000
(d) Cash & Cash Equivalent 120,000 60000




| (&) Due from Hemant Ted — 15.000
Total 14 60,000 1320000
Additional Information:

a) The Profit & Loss Account of Sushant Limited showed a balance of Bs
165,000 on 1" Tamuary, 2022, The Shares were acquired by Hemant Timited
an 1= Taby 2022,

b) The Creditors of Sushant Limited inclodsd s 0,04 for goods supplisd by

€) Inrloded in the stock of Sushant Twited are goods to the valoe of
Es 24,000 which were supplied by Hemant Limited at a prafit of 33 33% an
st

dy Om the dafe of acquisition of shares, Plant & Machinery standing at Bs
3,00,000 in Suzhant Limited's books were revalued at Bs 4,500000 it ne
adjnstment was made in the books.

€) Hemant Limited remitted Bs 6,000 on 30 December, 2022 bur it was
received by Sushant Limited on 4th Jannary, 2023,
Prepare a Consolidated Balance Sheet asom 31.12 2022,

QR Mr Akach formed a private limited company under the pams and style of Akash
Private Limited to take ower his existng business from 1.4 2021 but the company
was oot incarperated until 1.7 2021, No emtries relating to transfer of the siness
werz entered in the books which were carmied on till 31.3.2022.

The following balances were extracted from the books on 31.3 3022

Particolars Dr. {(Es) Cr. (Rs)
Opening Seock 43,000

Purchases 122,000

Camiage oumwards 3.300

Trawelling Salesmen's commission 7300

Oifice Salaties 31000
Admimisiration expenses 16900

Bent and Bates 12,000

Direcior’s fos 1E.000

Fimad Assets 100,000

Current Assets exchiding stock 34.000

Preliminary expenses 5.200

Sales 1,7E.000
Mr. Akash's Capital Accoumt on 1.4.2021 2,30.000
Current Liabilities 37.000

a) Stock on 3]st March 2022 was Bs 44,000

b) The Gross Profit mtio is constant. Monthly sales in April 2021, Febnuary
2022 and March 2002 were double the average moothly sales of the
remaining months of the year.
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¢} The purchazs consideration was agresd to be satisfied by the issoe of 3000
equiry shares of Bz 100 each.

d} Depreciation is fo be provided at 25% pa. on Fixed Asssts.
Prepare a Statement chowing appartionment of profitloss before and afier
incorperation showing the basis of appomionment.

Q3 Everest Limmited gramted 100,000 empleyee stock options on 1st Apnl 2019 at - {20)
Bz 40, when the market price was Bs &) The vesting perind was for 3 years and the
maximum exercise peried being one year G000 umvested options lapsed en
31.3.2000; 6500 urvested options lapsed oo 31.3.202] and 2000 unvested optons
Iﬂ]]EEiﬂEIJlS.ﬁEQ.ﬁ
Employess exercized their options for 85,000 stock options and the remaiming stock
options lapsed at the end of the exercise period.

Pass Journal entriz: to record the above transactions in the books of Everest Limitad

Q4 When Orange Limited purchazed 24,000 equiry shares in Purple Limited, it had Bz (20)
22500 in (remsral Feserve and Fs 37.500 (Cr) in Profit & Loss Account The
Balance Sheets on 31.12 2022 is given balow-

Balance Sheefs of Oranpe Limited and Porple Limited 35 on 31.17.2002
Particulars Note | Oramge Lid | Purple Lid

Na. (R} (Bs)

1. Equity & Liabilities
(1) Shareholders’ Funds
) Share Capital - eguity shares of Bs 10
each 7,50,000 3.00,000
(b} Beserves & Suplus:
General Fesarve 00,000 7.500
Profit & Loss Account 0,000 (57,5000
(1) Share Application AMomey - -
Pending Allotment
{3} Non-Cuorrent Liabilities -- —
(4) Current Liabilites: - -
() Short term L
| () Trade Pavables — Creditors 1,065,000 31,500
Total 10,05 D 271 500
IL Asseis
{1} Non-Cuorrent Assefs:
(a]Pmpemf Plant & Equipment
& Intangibles
(1) Fimad Assets

6,75,000 150,000
(bion-Current Investments: 210,000 -
24,000 equity shares in Parple Lid
{1} Current Asseis

| (3} Other cumment assefs 1,20,000 121500
Total 10,05, 00 2.7L500

L
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Addifional Information:

a) Fimed Assets standmg in the books of Puarple Limited of Bs 200000 was
cansidersd worth Bs 75,000 on the date of purchaszs of control.

b) Far the purpose of determining value of shares, 10% depreciation has been
written off since acquisition.

€} Stock of Oranpe Limdted inchades s 30,000 oo which Porple Limited mads
a prafit of Bs 7,500.
Prepare a Conselidated Balance Sheet asen 31.12.2022.

5 Axiz Limited wants i acquire an assef costing Bz.1.00,00) and a residual valne {207
of Bs 20,000 at the end of 5 years. The Company has fwo altematives that are
curmently available. The first alternative is to by the asset by taking a loan of
Bz 100,000 repayable i five equal instalments at an interest of 10%p.a. The second
altermatiee is to lease the asset at a reot of Bz 30,000 upto 5 years. The Company
parns A prodf of B 100 before depreciafion, mierest and faxbefors lease rent
and trx. Fate of depreciation of the asset is 15% pa. and income tax

mate is 2%
The Present Value factors at 10% are as follows:
Tears 1 2 3 4 5
0.804 0824 0.751 {583 {621
Deetermine whether the Comparny should purchazs the assetor take the aszeton lease.
Q6 Write Short Nodes on the following: (5z4=20)

a) Ohjectives of Corporate Tax Plaoning.
b) Employes Stock Cpton Flan

€} Minomty Intersst.

d) Profit prior to mcorpomtion.



