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T.Y.B.Com Semester VI (CBCS) Ordinance
EXAMINATION NOVEMEER 2023
Accounting - Corporate Accounting and Tax Planning

[Time: 2:00 Hours) [Max. Marks: 80]

Instructions: 1. Question No. 1 i3 compulsery.
2. Answer any 3 questions from Question No. 1 to Queston No. 6.
3. Figures to the nght mdicate maxmum marks to the questions.

Q1 From the following Balance Sheets of Jay Ltd. and Eon Ltd. as at December 31, 2022, (20 marks)
prepare a Consolidated Balance Sheet as at 31* December 2022 showing necessary
workmgs.
Balance Sheets of Jay Ltd. and Ron Ltd. as at 31 December, 2012

Particulars Note | Jay Lid. | Ron Ltd.
no. (Rs.) {F.z)
LEQUITY AND LIABLITIES
1) Shareholders’ Funds:
a) Share Capital — Equty Share of Bs. 10 250,000 1.00,000
each.
b} Reserves and Surplus - General Reserve 75,000 30,000
Profit & Loss alc 70,000 60,000
2} Non-Current Liabilities Sk —
3) Current Liahikities:
a) Trade pavables: Creditoss 50,000 20,000
Bills Payable 5,000 2,000
TOTAL 450,000 | 212,000
II. ASSETS

1) Non-current Assets:
a) Property, Plant & Equipment and

Intangible assets
1) Tangible Assets: Plant & Machinery 200,000 120,000
11} Intangible Assets: Goodwill 20,000 10,000
b} Non-current Investments: 6,000 equity 25,000 -
shares m Fon Ltd
2) Current Assets:
a) Imventories: Stock 80,000 30,000
b) Trade receivables: Debtors 60,000 50,000
¢) Cash and cash equivalents: Cash m hand 5,000 2,000
TOTAL 450,000 212,000
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Additional information:
a) Shares m Ron Ltd were acquired by Jay Lid. on 1% July 2022.
b) Omn 1% Jamuary 2022, Ron Ltd. had Bs. 18,000 in General Reserve and Rs. 14,000
m Profit and Loss account.
¢} Included mthe creditors of Ron Ltd. is Bs 12,000 for goods supphed by Jay Ltd.
d} Inchuded i the stock of Fon Lid. are goods to the value of Bs. 6,000 which were
supplied by Jay Lid. at a profit of 23% on cost.

Q2 Agqualtd. was mcorporated on 1% August 2022 to take over a unming sole propnietorshap (20 marks)
business with effect from 1* Apnl 2022. The company received the certificate of
commencement of business on 1*! October 2022, The followmg Profit and Loss account
was prepared for the year ended 317 March 2023:

Profit and Loss Account for the vear ended 317 March 2023

Particulars Rs. (Dr.) Partculars Es (Cr.)

To Office salanies 21,000 | By Gross profit 80,000

To Propretor's salary 6,000 | By Share transfer fees 1,000
To Advertisement 4 400
To Pronting and stationery 1,500
To Travelling expenses 4.000
To Office rent 0,600
To Electricity charges 000
To Auditors charges &00
To Director's charges 1,000
To Bad debts 1,200
To Commmszion on sales 4000
To Preliminary expenses 700
To Debenture mierest 1,800
To Manager's salary 1,600
To Depreciation 2.100
To Net profit 20600

BL00D BLO00

Additional information:

1} Total sales for the year, which amounted to Fs. 800,000, arose evenly up to the
date of certificate of commencement. whereafter they recorded an merease of 2/3
during the remainimg penoed.

2) Office rent was paid at Rs. 8,400 p.a up to 30% September 2022 and thereafter it
was paid at Bs 10,800 p.a.

3) Tmavellmg expenses mclude Bs. 1,600 towards sales promotion.

4) Bad debts inchude Rs. B0 m respect of goods sold m September 2022

5) Manager's salary pertains to a Manager who became a Director after incorporation.
Show the pre and post meorporation results and show workings.
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3 The followmg are the Balance Sheets of Han Ltd. and Sham Ltd. as at 31* March 2023: (20 marks)
Balance Sheets of Hari Ltd. and Sham Ltd. as at 31 March 2023

Particulars No | Hari Ltd. Sham
te (Rs.) Ltd. (Rs)
o,

LEQUITY AND LIABLITIES
1) Shareholders' Funds:

a) Share Capital — Equity Share of Bs. 10 300,000 2,00,000
each

b) Reserves and Surplus - General Reserve 240,000 60,000

Profit & Loss alc 2.00,000 60,000

2) Non-Current Liahiliies =h il i

3) Current Liahilities:

a) Trade payables: Creditors 1,770,000 53,000

TOTAL 11,10,000 ( 3,75,000
II ASSETS

1} Non-current Assets:
a) Property, Plant & Equipment and

Intangible assets
i) Tangible Assets: Bulding 330,000 1.35,000
Machinery 60,000 40,000
b) Now-current Investments: 20% equty 340,000 —
shares m Sham Ltd.
1) Current Assets:
a) Imvemtories: Stock 1,280,000 120,000
b} Trade receivables: Debtors 00,000 30,000
¢} Cash and cash equivalents: Cash at bank 20,000 50,000
TOTAL 11,10,000 [ 3,75.000

The followmg additional mformation is provided to you:
a) Profit and loss account of Sham Ltd. stood at Bs. 30,000 on 13 Apnl 2022, whereas
General Beserve has remamed unchanged since that date.
b} Ham Ltd. acquired 80% shares im Sham Ltd. om 1** October 2022,
ci Inchaded in debtors of Sham Ltd. is a sum of Bs. 10,000 due from Han Ltd. for
goods sold at a profit of 25% on cost pnice. The goods remamed umsold at the
godown, till 31" March 2023.
You are required to prepare a Consobdated Balance Sheet as at 315 March 2023, Show
all caleulations clearly.
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(34 Werona Ltd. has its share capital divided mto shares of Rs. 10 each. On 1** Apnl 2012, (20 marks)

1,00.000 Employee Stock Options (ESOPs) were granted at Bs. 40, when the market price
was Bs. 60. These options will vest at the end of year 1, if the eammgs of VeronaItd. are
more than 15% or it will vest at the end of year 2, if the average eamungs of 2 years i3
mote than 12% or lastly it will vest at the end of the third year, if the average eamings of
3 years will be 9% or more. 6000 unvested options lapsed on 31 March 2019. 6500
unvested options lapsed on 31%* March 2020 and finally 3000 unvested options lapsed on
31% March 2021, The earmings of Verona Ltd. were as follows:

Year ended on Earnimgs in %
31-3-2019 13%
31-3-2020 9%
31-3-2021 Th

Exercise peniod was allowed for one year after vesting of the options and employees
exercised 80,000 stock options on 01 July 2021 and the balance options lapsad. Pass
necessary Joumal entries in the books of Verona Lid.

Q5 Econserve Ltd. has provided you with the following mformation regarding a machmery (20 marks)
which it mtends to use for its business:
The cost of purchasing the machinery 1z Rs. 2,00,000. Eate of depreciation applicable on
the machinery 1 20% p.a on WDV basis. The company plans to take a loan to purchase
the asset at an mterest rate of 10% p.a. and repay Rs. 40,000 p.a. The residual value of the
asset at the end of its useful Iife of 5 years is expected to be Rs. 30,000.
However, if they lease the machinery instead, they will incur a cost of Bs. 35,000 pa m
the form of lease rentals.
The expected profit of the company is Rs. 2,00,000 before deducting depreciation, mterest
and tax or before lease rent and tax. The applicable meome tax rate is 25%.
Determine whether Econserve Ltd. should purchase an asset or take on lease. Show the
workmgs.

Q& Write short notes on the followng: dx5=10
a) Capital profits of a subsidiary. marks)
b} Steps mvelved i the computation of profits or losses prior to incorporation.
c) Grant, vesting and exercize of Employes Stock Options.
d) Difference between tax plannmg and tax evasion.



