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1. | EVOLUTION OFACCOUNTING ININDIA:

The evolution of accounting in India spans centurics and has heen
ghaped by various historical, cultural, and cconomic factors. Flere's an overview
of the key phases in the evolution of accounting in India :

(1) Ancient Period (Indus Valley Civilization to 6th Century AD) @

Accounting, practices can be traced back to the ancient civilization of the
ndus Valley, where rudimentary Torms ol record-keeping existed. The
Arthashastra, an ancienl Indian treatise on statecralt and ceonomics wiilten hy
Chanakya, provides insights into carly accounting practices, including taxation,
budgeting, and record-keeping.

(2) Mgdieval Period (6th Century AD to 18th Century AD) :

During the medieval period, accounting practices contmued to develop
under various roling dynasties such as the Gupla EFmpire and the Mughal
Empire. The concept of "Bahis™ or account books emerged, which were used
1o record financial transactions and business dealings.

(3) Colonial Period (18th Century AD (o 20th Century AD) :

The arrival of Furapeun colonial powers, paticularly the British East India
Company, significantly influenced accounting practices in India, The British
introduced double-entry bookkeeping and moderm accounting principles 1o
facililate their admmistrative and commereial aclivitics. The Companies Act of
1850 and subsequent legislative reforms Jaid down the ramework for corporate
accounting, and financial reporting in India. The establishment of professional
accounting bodies such as the Institute of Chartered Accountants ol India
(ICA]) in 1949 further siandardized accounting practices and professional
education,

(4)  Post-Independence Period (1947 Onwards) :
. After paining independence from British rule in 1947, India underwent
significant economic reforms and development initiatives. The adoption of the
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Global Collaboration @ Forensic accountants will collaborate with law
agencics, regulatory bodies, international organizations, and
ate-sector! stakcholders to combat cross-horder fraud, moncy laundering,
. and terrorist financing,

cnforcement

(-Gnclusioﬂ : _ .

Forensic accounting plays a vital role in detecting, investigating, and
Ff"wn“ng financial fraud, nmcnn(!uut, and corruption across various industries
nd sectors. By applying accounting, auditing, and imvestigative tgchniques,
(orensic accountants help organizations enhance financial integrity, mitigate
ud risks, and achieve legal compliance, contributing to trust, transparency,

fra
accountability 10 the global economy.

and
1] AL IN ACCOUNTING :
(1) Introduction :

Al (Artificial Intelhigence) in accounting refers to the integration of Al
iechnologies. such as machine learning, natural language precessing (NLP). and
robotic process automation (RPA). into accounting processes and systems to
automate tasks, improve cfficiency. and provide insights for decision-making. Al
enables accountants and finance professionals to streamline repetitive tasks,
analyze large volumes of data, and enhance accuracy. speed, and productivity
in accounting operations.

(2) Key Concepts :

Machine Learning : Machine learning algorithms cnable computers to
learn from data, identify patterns, and make predictions or decisions without
explicit programming. In accounting, machine learning algorithms can be used
for financial forecasting, risk assessment, fraud detection, and anomaly
detection.

Natural Language Processing (NLP) : NLP technologies enable
computers to understand, interpret, and generate human language. In
accounting, NLP can be used for text analysis, document summarization,
sentiment analysis, and automated report generation.

Robotic Process Automation (RPA) : RPA involves the use of software
robots or bots to automate repetitive, rules-based tasks in accounting, such as
data entry, invoice processing, reconciliation, and financial reporting. RPA helps
'mprove efficiency, reduce errors, and free up time for accountants to focus on
Value-added activitics.

S . . . . . = - 1
’ Predictive Analytics : Predictive analytics involves analyzing historical
J!' ’ nl . -. - - . - 20
H.d and using statistical algorithms to forecast future trends. outcomes. or
»¥C ” ' " . . . - [

"s. In accounting. predictive analytics can be used for cash flow

I’l‘Jrch' . -
asting, revenue projections, budgeting, and risk munagement.

F . ‘
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Cost Savings : Al automation lowers labor costs, reduces reliance on
manual labor, and increases operational efficiency, resulting in cost savings for
accounting firms and organizations.

Better Insights : Al analytics provide decper insights. trends, and
palterns in financial dam,-cnabling accountants to make more informed
decisions, identify opportunitics, and mitigate risks.

Real-Time Reporting : Al-powered dashboards and reporting tools enable
real-time monitoring, analysis, and visualization of financial performance,
allowing stakcholders to access up-to-date information and make timely
decisions.

Compliance Assurance : Al-based compiiance tools help ensure
adherence to accounting standards, regulatory requirements, and industry best
practices, reducing the risk of non-compliance and regulatory penaltics.

(5) Challenges :

Data Quality : Al performance depends on the quality, accuracy, and
reliability of data inputs, making data cleansing, validation, and normalization
essential for successful Al implementation in accounting.

Ethical Considerations : Al raises cthical concerns, such as bias, privacy,
transparency, and accountability, particularly in decision-making processes,
algorithmic fairness, and data protection.

Skill Gap : Al adoption requires accounting professionals to acquire new
skills, such as data analysis, programming, and Al technologies, which may
pose challenges for organizations and individuals.

Security Risks : Al systems are vulncrable to cybersecurity threats, such
as data breaches, malware attacks, and adversarial manipulation, req;Jiring.
robust cybersecurity measures to protect sensitive financial data. i

Regulatory Comipliance : Al applications in accounting must comply with

legal and regulatory requirements, such as data privacy laws, consumer

protection regulations, and audit standards, to ensure cthical and lawful use of
Al technologies. |
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i 12. BIG DATA IN ACCOUNTING : |

(1) Imntroduction :

Big data refers to Jarge volumes of structured and-lll"l
generated from various sources, including (ransactions, soc-la.l e |
and digital interactions. In accounting, big data analytics involves the
collection, storage, processing, and analysis of massive dB..lE-iSE-lS to uncover
insights, trends, and patterns that can inform financial decision-making, risk
management, and performance optimization.

(2) Key Concepts : | |

Volume: Big data encompasses vast amounts of data, including
| records, customer information, market data, and

e i B e i e At A S frapars g e rergepee s ey

structured data
nedia, $ensors,

transactional data, financia | A,
operational data, which may be too large or complex to process using traditional

database systems. |

Velocity: Big data is generated at high speeds from real-time transactions,
digital interactions, social media posts, and other sources, requiring rapu
prgccssing and analysis to extract actionable msights in a tuncly manner.

Variety: Big data comes in various formats, including structured data (e.g,
databases, spreadsheets), semi-structured data (e.g., XML, JSON), and
unstructured data (e.g., text, images, videos), posing challenges for integration,
storage, and analysis.
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i (4 Benefits :

,3[3,;' Improved Decision-Making : Big data analytics provides accountants and

dii  fmance professionals with timely, accurate, and actionable insights for informed
decision-making, strategic planning, and performance optimization.

Enhanced Efficiency : Big data automation reduces manual effort, speeds
up data processing, and increases productivity In accounting operations,
allowing accountants to focus on value-added activities and strategic
Initiatives,

Better Risk Management : Big data analytics enables proactive risk
identification, assessment, and mitigation by analyzing large datasets,

i
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monitoring risk indicators, and predicting potential risks or threats to the
organization.

Fraud Prevention : Big data analytics helps detect and prevent fraud by
analyzing transactional data, identifying patterns of suspictous activity, apg
implementing fraud detection algorithms and controls to mitigate fraud risks,

Cost Savings : Big data analytics reduces costs assoclated with data
storage, processing, and analysis by leveraging scalable cloud computing
resources, open-source software, and distributed computing frameworks for big
data processing.

Competitive Advantage : Big data analytics provides organizations with
competitive advantage by enabling them to leverage data-driven insights,
anticipate market trends, and capitalize on opportunities for innovation, growth,
and market leadership.
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E — MAIN POINTS

fi] introduction [2] Types of Shares [3] Share Capital and its Types [4] Reserve
Capital and Capital Reserve [5] Issue of Equity Shares [6] Over-Subscription and
Under-Subscription of Shares [7] IPQ and FPO [8] Methods of Issuing Shares
[9] Share Capital Transactions [10] Calls-in-Arrears [11] Calls-in-Advance
ny Issuc of Shares at a Premium [13] Issuc of Shares for Consideration Other than
Cash [14] Forfeiture of Shares [ 15/ Re-issue of Forfeited Shares [16] Pro-rata
Allotmenrt [1 7] Sweat Equity Shares [18] Potential Equity Shares [19] Employees
Stock Option Plan [20] Preferential Allotment of Shares [21] Book Building
[22] ASBA [23] Disclosure of Share Capital in Company’s Vertical Balance Sheet

B Exercise.

1. ‘ INTRODUCTION : |

In case of sole-trader and partnership, capital is provided by the owners of
je business. But in case of a company large amount of capital is required.
\ joint stock company collects its sharc capital from a number of persons and
is capital is known as share capital. For this purpose, it issues shares. It issues
 prospectus to invite the public to subscribe for its shares. The investors apply
or shares on the basis of this prospectus. On the basis of these applications,
he Company Secretary prepares a list and lays it before the Board of Directors.
[he Board passes a resolution on that basis for allotment of shares. This
esolution specifies the persons to whom shares arc to be allotted and also the
wmber of shares to be allotted to each of them. This resolution is a contract
setween the company on one hand and the applicants for shares on the other;
and on that basis the applicants become the sharcholders or membere of the
sompany. They are the real owners of the company. They provide the capital and

lhey bear the risk of the business.
We shall now study the accountin
that we would study various terms used in conncc

.| TYPES OF SHARES : | . g
i divided in smaller parts. Each of such parts

is called a share. The amount invested by any persen in the company re_spfeselnrs .
his share in the Share Capital of the company. Each share is allotted 2 d|§tmctwc
number, Generally, the shares of a company are of three types : Ordinary or

g entries for issue of shares. But before
tion with share capital.

The total capital of a Company

Equity Shares creres Qhares »d Shares.
?’%.m::;, Preference Shares allld (a);:)fcm. _dr. T
Fi G (Seme-2) Financial Aecounting-3- 4 [400] - AG/BD
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\ Nustration 14 : ]|

P. K. & Co. Ltd. 1ssued to the public 50,000 Equity Shares of Rs. 10 each at a
premium of Rs. 2.50. The amount payable was as follows :

On Application - Rs. 2.00 per share
On Allotment Rs. 4.50 per share (including premium)
On First Call Rs. 4.00 per share

On Second & Final Call ~ Rs. 2.00 per share
Applications were received for 75,000 shares and pro-rata allotment was made
to the applicants of 50,000 shares. Remaining applicants were written
 letter of regrets (i.e. refused). Money overpaid on applications was adjusted against
~ the amount due on allotment.
Sejal to whom 100 shares were allotted fa1lcd to pay allotment money and on
- non-payment of first call money also her shares were forfeited after tirst call.
Daksha to whom 150 shares were allotted failed to pay last two calls and her
- shares were forfeited after second call.
100 forfeited shares of Sejal and 100 shares of Daksha were re-issued as fully

paid at Rs. 8 per share to Nilam.
Pass necessary journal Lntnes to record the above transactions in the books
of P.X. & Co. Ltd.
[North Guj. Uni., S.Y., April, 1995; South Guj. Uni., S.X., April, 1997:
Sau. Uni., S.Y., April, 2004]
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in the books of P.K. & Co. Liq,

sharcs at RS: 2 per s:?rs) e
icatl /C .
7) | Share Apphcanon'S' e i
To Share Capitd
ment A/c

Allot .
To Share 50,000 shares transterred

jcall ney on
Application mo ‘ !
o gh Capital A/t and excess money on

;i?(;;)a(:esharcs transfd. to Share Allotment A/c)
3) SharcAHotmenrA/c | Dr
To Share Capital A/C

To Securities Premiun
(Allotment money due on

Rs. 2 per share and Premitit

1 Al
50,000 shares at
nofRs.2.50

per share) .
Bank A/c Dr.
To Share Allotment Alc

(Allotment money received on 49,900 shares)
Share First CallA/c Dr.

To Share Capital A/c
(First call due on 50,000 shares at Rs. 4 per

share)
Bank A/c Dr.
To Share First Call A/c
(First Call money received on 49,750 shares)
Share Capital A/c Dr:
Securities Premium A/c Dr.
To Forfeited Shares A/c
To Share Allotment A/c
To Share First Call A/c
(Forfeiture of 100 shares held by Sejal on
which allotment and first call money are
unpaid and share premium not received
debiled lo Securities Premium Alc)
(8) | Share Second & Final Call A/c Dr.
To Share Capital A/c
(Second & Final Call due on 49,900 shares at

)

()

(6)

(7)

Rs. 2 per share)

— e X

L.E| Debjt

: Rs, C\'odn
1’503000 \l&
1‘50‘000

1,50,000
30,00

2,25,000
1'00,000
1125,000

1,74,650
1’741650

2,00,000
2,00,000

1,99,000
1,99,000

800

250
300
350
400

800
. 99,300

A

Scanned with CamScanner



e

;{tc()UNTING FOR SHARE CAPITAL 83
(9) Bank A/C Dr. 90,500 3
g To Share Sccond & Final Call Afe 99,500
(Second & Final Call money reccived on
49,750 shares at Rs. 2 per share)

b (10) “Share Capital A/e Dr. 1,500

L To Forteited Shares Alc 600
To Share First Call A/c 600
| To Share Sccond & Final Call A/c 300

(Forfeiture of 150 shares held by Daksha on
which first & final calls arc unpaid)

% an Bank A/c Dr. 1,600
o Forfeited Shares A/c Dr. 400
b To Share Capital A/c 2,000

(Re-issuc of forfeited 100 shares of Sejal and
100 sharcs of Daksha at Rs. 8 per share as
i fully paid) . -

&2 “Forfeited Shares Afc Dr. 300
To Capital Reserve A/c 300
(Balance of Forfeited Shares A/c which are
re-issued transferred to Capital Reserve A/c)

et rreneanaeen e B SRS

. Notes : (1) The Company wants to issue 50,000 Equity shares for which the
' company has reccived application of 75,000 shares. So pro-rata shares are issued.
- Rs. 1,00,000 (Rs. 2 on 50.000 shares) is credited to Share Capital Afc
and excess money on 25,000 shares at Rs. 2, i.e. Rs. 50,000 is taken to Share
* Allotment Account.
(2) Calculation of amount received on allotment :

Rs.
Amount called on allotment (50,000 shares X Rs. 4.50) 2,25,000
Less - Excess money on application taken to
share allotment 50,000
Amount receivable on allolment 1,75,000
Less : Amount not received from Sejal
Amount due from Sejal on allotment
(100 shares at Rs. 4.50) 450
Less : Excess money recd. on application
(on 50 shares at Rs. 2) 100*
Amount not paid by Sejal 350
. Amount received __l:/a()S

* Sejal holds 100 shares and as pro-rata shares are issed, she must have
T 75,000 = ;
applied for 150 (100 % 50.000 ) shares. Out of 150 shares applied, 100 shares are issued

and excess application money on 50 shares transferred to Share Allotment Account.
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g |1|ustration 15

Bhavin lemd issued 3,00,000 Equity Shares of Rs. 10 each at a premium of
Re. ] payablc as under :

On Application Rs.2
‘OnAllotment Rs.4 (Including premium)
OnCall Rs.5

Applications were received for 4,50,000 shazes, Applicants of4,00,000 shares
were allotted shares on pro-rata basis and remaining applications were refused.
The excess money received on application was adjusted to sum due on allotment.

Priti who was allotted 450 shares failed to pay allotiment money and her shares
were forfeited immediately after allotment, |

Surckha who applied for 400 shares, failed to pay call money and her shares
- were forfeited.

Of the above forfeited shares, 80% shares were reissued as fully paid at
Rs. 8 the whole of Priti's shares being included.
" Pass nccessary journal entries to record the above transactions in the books

- of the Company.
[Guj. Uni., S.Y., April, 1998]

| @tmn

(1) Applicants for 4,00,000 shares are allotted pro-rota 3,00,000 shares i.e. in

4,00,000
- the ratio of 4 : 3 (3,00'000) . It means for every 4 shares applied, 3 shares are

allotted,
(2) Prity to whom 450 shares were allotted should have applied for 600

(450 x ) shares.
(3) Surekha who has applied for 400 shares must have been allotted 300

(400 x Z) shares.

(4) Now we will calculate amount received on each call by means of

the following chart : ;
O On On On
Particulars Application |. Allotment Call
(1) Number of shares 3,00,000 3,00,000 2,99,550
(2) Amount called per share ‘ Rs.2 Rs. 4 Rs. 5
(3) Total Amount 6,00,000 | 12,00,000 | 14,97,750
(4) Amount received on application : :
4,50,000 xRs.2= 9%(())888
= X )=
Renme 0000723 é 00,000 6,00,000 | 2,00,000 ~

Scanned with CamScanner



86

mount due on shares

(5) A ot received on

©) Amount 1
~ Allotment
Priti:
Share capital 450
=7,00,000 X 350,000
Prennum

450
=3,00,000 % 30,000

Amount not received on

()
First Call :

Surekha 300 % 5= 51,500
(8) Total amount recejved

Journal Entries in the books of Bhavin Limiteq

= 1,500

Date Particulars

L.F.

Rs,

Bank A/c o Dr.
To Equity Share Applications A/c
(Application money received on 4,50,000

Equity shares at Rs. 2 per share)

)

Equity Share Applications A/c Dr.
To Equity Share Capital A/c

To Equity Share Allotment A/c

To Bank A/c

(Out of application money received on
4,50,000 shares, money on 50.000 sharcs
refinded, excess application maney on 1,00,000
shares transferred to share allotment and
remaining amount transfered to Share
Capital A/c as per Board’s Resolution
dated...)

@

3) Equity Share Allotment A/c
To Equity Share Capital A/c
To Securities Premium Alc
(Allotment money due at Rs. 4 per share

including premium of Re. | per share as
per Board's Resof ution dated....)
Bank A/c :

To Equity Share Allotment A/c

Dr.

@

Dr.

(Allotment money received on shares)

l

9,00,000

9,00,000

2,00,000

9,98,500

6,000
2,000
10000

9,00,000
3,00,000

9,980
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0) Equity Share Capital Alc Dr. 2,250
Sccurities Premium A/c Dr. 45()
To Forfeited Shares A/c (600 x 2) 1,200
To Share Allotment A/c 1,500
(450 shares of Priti forfeited for non-payment
E of money as per Board's Resolution dated...)
""(6) Equity Share Call A/c Dr. 14,97,750
ke To Equity Share Capital A/c 14,97,750
(Call money due on 2,99.550 shares
(3,00,000 shares ~ 450 shares forfeited) at
Rs. 5 per Share as per Board's Resolution
dated.....) ‘
@ Baok A/c Dr. 14,96,250-
To Equity Share Call Afc | 14,96,250
(Call money received on shares except 300
_ shares of Surekha)
(8 | Equity Share Capital A/c (300 % 10)  Dr. 3,000
: To Forfeited Shares A/c 1,500
To Equity Share Call A/c 1,500
(Forfeiture of 300 Shares of Surekha as per
i Board's Resolution dated.....)
©) Bank A/c (600 x §8) Dr. 4,800
Forfeited Shares A/c Dr. 1,200
To Equity Share Capital A/c 6,000
(Out of 750 forfeited shares, 600 shares
reissued al Rs. 8 per share as per Board's
: Resolution dated......)
(10 Forfeited Shares A/c Dr. 750
To Capital Reserve A/c 750
(Balance of Forfeited Shares A/c ‘
transferred to Capital Reserve Alc.)
- Note : Amount transferred to Capital Reserve A/c is calculated as under -
' Rs.
- (1) Total Amt. Reed. on forfeited Shares of Priti 1,200
Less : Discount on re-issue of forfeited shares
(450 shares x Rs. 2) e _ 900
v ". To Capital Reserve A/c _ 3
(2) Total Amt recd. on fonlelt-.d shares of Surckha : ‘ 1,500
Less : Proportionate amount of _
150 shares not re-issued __750
Amount recd. on forfeited shares re-issued 750
Less : Discount on reissuc (’l 50 shares % Rs. 2) __300
. To Capital Reserve A/c _ 450
(3) Total Amount of Capital Reserve (300 +450) — 130
) Balance of Forfeited Shares A/c (150 x 5) 150
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Dr.
(10) Bank A/c . 14,400

Forfeited Shares Alc 400

To Share Capital A/c
(Reissue of 1,800 forfeited shares at Rs. § :
per Board's Resolution dated..) .

per sharc as
(11) Forfeited Shares A/c
To Capital Reserve A/c

(Balancc of Forfeited Shares Account ‘ 1
transferred to Capital Reserve Account on 0
reissue of all the forfeited shares) 1]

Note : A has not paid allotment money which T';:Jm\

Hence, premium is not received on his shares which are fo”ﬁitc;d tem
proportionate amount of share premium would be debited tq ‘SCCllritié Thus= the |
Account' on forfeiture of the shares. But B has already paid Premium On“hPl‘cmiuln !

_ i op

Hence, Securities Premium A/c is not debited when his shares are forfeit Sharg,

3,320

;{"Illﬁéfraﬁon 12:
A Company Limited issued 3,00,000 Equity Shares of Rs. 1 each f
under : Payabley, |

On application (31-1-2024) RS. 5 per share
On allotment (28-2-2024) Rs. 3 per share (includiy
* o
Re. 0.50 premium) ®
On first and final call (30-6-2024) Rs. 2.50 per share

Applications were received for 5,00,000 shares. [t wag decided to allot sh |

as follows (on 10-2-2024) - e

(A) Applications for 70,000 shares were rejected.

(B) Fullallotment was made to applicants of 40,000 shares.

(C) The batance was allotted pro-rata to the remaining applicants,

(D) The excess application money was to be credited to allotment money.

: One applicant who was allotted shares pro-rata, failed to pay call money e.md |
his 200 shares were forfeited. These shares were reissued at Rs, 9 perv share on
31st December, 2024. Make journal entries to record the above transactions.
R [North Guj. Uni., F. Y, Dec. 2014]

tSolution : " |
First of all, let us decide as to how many shares are issued to whom :

Shares Shares

applied  allotted

(1) Fullallotment to applicants for 40,000 40,000
(2) No allotment to applicants for 70,000 B

(3) Pro-rata allotment to applicants for 3,90,000  2,60,00

oo L ——

Allotment to applicants for 5,00,000 3,00,000

SR PR =

Thus, pro-rata allotment 0£2,60,000 shares are made {0 applicants for3,90,000

shares, i.e. 2 sharec - .
1.e. 2 shares are allotted to applicants for every 3 shares.
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Date |

Bank A/c

0-2-2024

18-2-2015

Equity Share Applications A/c

TING FOR SITARE CAPITAL

Journal Entries

Particulars

e e e e e

Debit
Rs.

79

e ————

Credit
Rs.

Dr.
To Equity Share Applications Alc
(Application money on 5,00,000 shares at

Rs. S each received)

Dr.
To Equity Sharc Capital Afc
To Equity Share Allotment A/e
To Bank A/c
(Application money on 20,000 shares
refunded, on 3,00.000 shares transferred
to Share Capital and remaining amount
transferred to Allotment A/c)

Equity Share Allotment A/c Dr.

To Equity Share Capital A/c

To Securities Premium A/c
(Allotment money due on 3,00,000 shares
at Rs. 3 per share including Re. 0.50 per

Bank A/c Dr.
To Equity Share Allotment A/c

(Allotment money received)

Equity Share First & Final CallA/c
To Equily Share Capital A/c

(First and final call money duc at

Rs. 2.50 per share on 3,00,000 shares)

share for premium) ;i

Dr|

30462024

Bank A’c Dr.
To Equity Share First & Final Call Afc

(First and tinal call money received on

2,99.800 shares)

Equity Share Capital Alc Dr

To Forfeited Shares A/c

To Equity Share First & Final CallA/c
(Forfeiturc of 200 shares for non-payment
of first and final call of Rs. 2.50 per share)

31-12-2024

” |

Bank A/c
Forfeited Shares A/c

To Bquity Share Capital A/c
(Reissue of 200 Forfeited Shares al Rs. Y
per share)

D

Forfeited Shares A/c Dr.

To Capital Reserve A/c
(Balance of Forfeited Shares Account

transferred to Capital Reserve Alc)

25,00,000

25,00,000

9,00,000

2,50,000

g

7,50,000

7.49,500

2,000

1,800
200

1,300

25,00,000

15,00,000
6,50,000
3,50,000

7,50,000
1,50,000

2,50,000

7,50,000

7,49,500

1,500
500
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[ Hiustration 9 : |

' unt in th
\e following is the Share Forfeiture Acco
The following i

Y

SUbIg pRAKAg,

l. -h :
Share Forfeiture Account ’de':
- it ¢
Dr. Rs. cul
o Pariicu]a_rls] e 3,000 || By Share Capita] Alc %}z
Share Capl a $.000 s
;I:g Capital Reserve Afc ’7‘000
To Balance c/d 38.000 m |
final call of g _—
ace value of a share was Rs, ]M‘hare N
T'-]S fafjchv;n:;le these shares were forfeited. Oyt of which SOme Share, Vel
not paid an
re-issued.
Pass neccssa

e Company,
['éolution : ]

(I):Fl_lcmfdcc value of s)y

ry entries for forfeiture and re-issue of shareg

ares is

€e
in the boﬂks i

1S not pajq. I-Ience:1 the Fr

: $. 100 -~ Rg. 30). ¢

: amount per share must be Rs. 70 (Rs _ ‘

pmd(gj)) Rl: ]g; OOJ()) Stands credited (o Forfeje Shares A/c ang Rs. 70 i Paid yp e /‘

share, Hence the numbey of shares forfeite rzus.t .be 400 (28,000 - Rs. 70 Per sharg) f

The journal entry will be made as under - : f

Date Particulars LE|  Deni Cregit 7

RS. .RS. g

Share Capital A/ (400 shares x Rg 100) Dpr, 40,000 e

 To Forfeited Shares A/c (400 shares x Rs. 70) 28,000 i

To Final ¢qy Alc (400 shares x Rg 30) 12,000 &

(Forfeiture of 400 shareg, for Non-payment §

of final caf) of Rs. 30 Per share g4 per . J'

Board's Resolution dated...) H

—-—~—--~:-~ﬁ~-~‘*—~—~_\\»—~—~—-ﬁ g

(3) Now, we have utilised Rg. 3,000 from Forfeited Shares A/c In respect of 9

Te-issue of forfeiteg shares apq Rs. 18,000 ig transferred to Capital Reserve "

A/c Henge Rs 21,000 ig utilised, | Means Rg, 70 Per share forfeited hag been L

disposed off |, Means 21,000 + 7g - 300 shareg Must have peep re-issued and [’

they haye becn' 'Ssued at 10, discoupy, becayge lotal discoyng of Rs. 3,000 has ‘F

cen ?“O_Wed: Which jg Rs. 3,000 - 300 shareg re-issued = Rs. 10. “,‘3"

The Journg] Cotry wil] pe made a4 followsg - !

Date FW LE| Depit Crcl;ii‘ \

— Rs, 1}

Bk Ale (300 s Rs. 9 T Y

amount 3Celva e : 3 ; 0

Forlbiled Sharey A/r:LLWLd per sharc) B[ 2;’883 ::,l

(309&?25]111”33 z Rs. 19 discount) i , 0 \I

are Canit. A y kg

(Re-igsye o 3(;8"31 Ale 300 Shares x g 100) 30,000 4

Sharec . hares oyp o 400 forfejjeq :

0% at Ry, g per share,)

\J\Jk

. er
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%CcOUNT]NG FOR SHARE CAPITAL 73
;TWALOO shares forfeited, the total amount received which is forfeited is
Rs. 28,000. Out of this 300 shares have been re-issued. The proportionate amount
foﬂ:orfeitcd Shares A/c for'thcse 300 shares is Rs. 21,000 (28,000 x 300 / 400). While
re-issuing these shares a discount of Rs. 3,000 is allowed, which is transferred from
Forfeited Shares A/c. Now Rs. 18,000 is left in Forfeited Shares A/c, which will be
transferred to Capital Reserve A/c, _

The entry for it will be passed as follows :

A

~

e

\lD‘m‘ - Particulars L.I.[ Debit Credit
L Forfeited Shares A/c Dr 18 [?(350 =
LI,_' To Capital Reserve A/c | 13,000
bt (Balance of Forfeited Shares Account ,

transferred to Capital Reserve Alc))

e

(5) The proportionate amount for 100 sharés still not re

'_l';hares forfeited — 300 shares re-1ssued) will be Rg, 7,000 (10Q shares x Rs. 70) or
; (Rs. 28,000 — Rs. 21 ,-000). The amount will remain as a closing bal orfeited
"lehares Alc, which will be utilised in futie e gugHECEiCe]
] ’ sed n future when these 100 shares will be re-issued.
116. | PRO-RATA AT T OTvNT Av cer T

-1ssued (400 total
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OR DEBENTURES 6o
TING F

-cOUN |

However, a company can not issuc the shares at a discount,

> ]iUIﬂ- 4l 7y - . .
. ates the Provisions of the Companics Act, 2013, regarding issue

o it viOl
erwise 1t 70
hsharcs at discount

||ustration 23: o _ 1 4o, {8 .
Amar Products Limited issued 4,400, 10% Convertible Debentures of

0 cach at par on Ist April, 2019. As per the terms of issue, 10% Debentures
;. 10 verted into the equity shares at the end of 5 years,
:re\;r‘:ﬁc journal entrics in the books of the company :
W If equity share of Rs. 100 cach issued at par against each debenture.
@ If equity share of Rs. 100 cach issued at a premium of 10% against
each debenture.
solution &
%ﬁ Shares are Issued at Par :
Journal Entries in the Books of Amar Products Ltd.

i )
Date Particulars L.K Debit Credit
Rs. Rs.
42019 | Bank A/c (4,400 X Rs. 100) Dr. 4,40,000
To Debenture Applications
and Allotment A/c 4,40,000
(Being the application money
received on 4,400 debentures at
Rs. 100 each.)
? Debenture Applications and
Allotment A/c Dr. 4,40,000
To 10% Debentures A/c 4,40,000
(Being the application money
transferred to 10% Debentures
Alc on the allotment of the
| _debentures.)
324 | 10% Debentures A/c Dr. 4,40,000
To Debentureholders Alc 4,40,000
(Being the 4,400, 10% Debentures
due for conversion into equity
[ Shares,)
b Debentureholders A/c Dr. 4,40,000
To Equity Share Capital A/c : 4,40,000
(Being the issue of 4,400 equity
shares of Rs. 100 cach at par for
\ﬂcrsion of 4,400 debentures.)
5 G
9 (Seme-Z) Financia) Accounting-3- 12 [400] AG/BD

— -
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10 Bank A/c | /L_f I —__’___‘i

Illustration 21 :

es only in
Pass necessary journal entries for Issue of Debentur y the
following cases :
(1) Issued 5,000, 11% Debentures of Rs. 100 cach at par, redeemable 4

the end of five years at par. :
(2)  Issued 5,000, 11% Debentures of Rs. 100 cach at a premium of (%,

redeemable at the end of seven years at par. _

(3) Issued 5,000, 11% Debentures of Rs. 100 each at a discount of 5%,
redeemable at the end of six years at par.

(4)  Issued 5,000, 11% Debentures of Rs. 100 each at par, redeemable at
the end of ten years at a premium of 8%.

(5) Issued 5,000, 11% Debentures of Rs. 100 cach at a premium of 10%.
redeemable at the end of six years at a premium of 6%,

(6) TIssued 5,000, 11% Debentures of Rs. 100 each at a discount of 5%,
redeemable at the end of eight years at a premium of 5%

' Solution :

(1) Debentures Issued at Par and Redemption at Par :
Journal Entries

Date Particulars L.E Dcbit Credit
Rs. Rs.
(1) | Bank A/c (5.000 X Rs. 100) Dr. 5,00,000
To Debenture Applications
and Allotment A/c 5,00,000
(2) Debenture Applications o
and Allotment A/ Dr. 5,00.000
To 11% Debentures A/c o 5,00,000
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— @lustration 13 : |
Crig M Limited issued 3,000, 8% Debentures of Rs. 100 each on 1st April, 2023.
k According to the terms of issue, interest on debentures is payable half-yearly
— ending on 30th September and 31st March. The rate of Income tax deducted at
source 15 10%.

Pass the necessary journal entries related to the above transactions for the
year ending on 31-3-2024.

Solution :
Half-yearly interest payable = 3,00,000 X 8% X —1%
— = Rs. 12,000.
F39 G (Seme-2) Financial Accounting-3- 11 [400] AG/BD
e ——
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154
. . R'\K,‘\S]
Journal Entrics In the Books of M Limite Iy
1 T
Date Particulars LE Debi \
Rs, Cragy

Dr. 3,00,00¢ \

14-23 Bank A/c
To Debenturc Applications

and Allotment Alc
(Being the application moncy 3,00,
received for 3,000 debentures at
Rs. 100 per debenture.)
? | Debenture Applications and
" Allotment Afc
To 8% Debentures Alc
3,00,000

(On allotment of debentures,
oney transferred to

Dr. 3,00,000

application m
Debentures Alc.)
[nterest on Debentures A/c

To Debenturcholders Alc
(12,000 X 90%) 04
To TDS Payable A/c ‘
(12,000 X 10%) L0
(Being the entry for interest payable
to debentureholders and income tax
deducted at source.)
. Debentureholders A/c Dr. 10,800
To Bank A/c 10,800
(Being interest paid to
debenturcholders.)
. TDS Payable A/c Dr. 1,200
To Bank A/c 1,200
(Being TDS payable deposited with
Income Tax Department.)
31-3-24 | Interest on Debentures A/c Dr. 12,000
To Debenturcholders A/c 1030
To TDS Payable A/c 20

(Being the entry for interest payable
to debentureholders and income tax

deducted at source.)

30-9-23 Dr. 12,000
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\CCOUNTING FOR DEBENTURES

1

1

b3

Debenturcholders A/c Dr.

To Bank A/c
(Being interest paid to debenture-
holders.)

TDS Payable A/c Dr.

To Bank A/c
(Being TDS payable deposited with
Income Tax Department.)

Profit & Loss A/c
(12,000 + 12,000) Dr.
To Interest on Debentures A/c

(Being the Interest on Debentures
A/c closed and transferred to Profit &
Loss A/c at the end of the year.)

10,800

1,200

24,000

155

10,800

1,200

24,000

[ 11.] ISSUE OF DEBENTIIRES WITH VARINTIC ToDAIC A ]
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| Hlustration 10 :

A Ltd. purchased a running business of B Ltd. having assets worth
Rs. 11,20,000 and liabilites of Rs. 3,20,000 for a purchasc price of Rs. 10,00,000.
For the payment of purchase price, it paid Rs. 2,00,000 by cheque and for the
balance amount, it issued 12% Decbentures of Rs. 100 cach at 25% premium.
Journalise the above transactions in the books of A Ltd. |
Solution :

Let us make necessary calculations :

(1) The amount of purchase price is given, hence goodwill will be found out

as under : Rs.
Total Assets 11,20,000
Less : Liabilities 3.,20,000
Net Assets 8.00,000
- Goodwill = Purchase Pricc — Net Assets

= 10.00.000 — 8,00,000 = Rs. 2,00,000
(2) Number of 12% Debentures issucd to discharge purchase price :
Rs.

Purchase price 10,00,000
Less : Payment by cheque 2,00,000

Balance 8.00,000
g :s of Rs each are issued at 25% premium for the payment
12% Debentures of Rs. 100

of Rs. 8,00,000.
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~ Number of Debentures

SUDHIR PRAKAgy,,

Balance of Purchase Price

Issue Price of Debenture

= B0 6.400 debentur
125 (100 +25) s
Journal Entries in the Books of A Ltd.
Date Particulars L.F. Debit —(;e:j;
Rs. Rs.
(1) | Assets Alc Dr. 11,20,000 -
Goodwill A/c Dr. 2,00,000
To Liabilities A/c 3,20,000
To B Ltd. A/c 10,00,000
(Being the purchase of the running
business of B Ltd.)
(2) B Ltd. Alc Dr. 2,00,000
To Bank A/c 2,00,000
(Being the issue of cheque to B Ltd.
against the purchase price.)
3) | B Ltd. Al Dr. $.00,000
To 12% Debentures A/c (6,400 x 100) 6,40,000
1,60,000

To Securities Premium A/c (6,400 X 25)

(Being the issue of 6,400, 12% Debentures

at 25% premium against the purchase

—

price.)

Fntries No. 2

Note : A combined entry can

2 and 3 as given above.

be passed instead of passing two separatc

i ewswl TR

A Y O ATTMYITTLW

i
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146 PRAK

Suvidha Limited purchased a machine \yorth Rs. 1,98,000 fro
Limited. Suvidha Ltd. paid the price of mach'mc by issuing 1o, DCbcnStunrise

Give journal entrics in the books of Suvidha Limited, when - Ures.

(A) Debentures arc issued at par. .

(B) Debentures are issued at 10% discount.

(C) Debentures are issued at 10% premium.

Journal Entries in the Books of Suvidha Ltd,

(A) When Debentures are issued at Par :

Date Particulars LF Debit rC\redn
Rs. Rs,

(1) | Machine A/c Dr. 1,98,000 |  ——
To Sunrise Ltd. A/c 1,98,000

(Being the machine purchased from
Sunrise Ltd.)
(2) | Sunrise Ltd. A/c Dr. 1,98,000
To 11% Debentures A/c 1,98,000
(Being the issue of 1,980, 11% Debentures
of Rs. 100 each at par to discharge the
purchasc price) (Rs. 1,98,000 X Issue price
Rs. 100 = 1,980 debentures.)

(B) When Debentures are issued at 10% Discount :

Date Particulars L.E. Debit Credit
Rs. Rs.

(1) Machine A/c Dr. 1,98,000
To Sunrise Ltd. A/c 1,98,000

(Being the machine purchased from
Sunrise Ltd.)

(2) | Sunrise Ltd. A/c Dr. 1,98,000
Discount on Debentures A/c
(2,200 x 10) Dr 22,000

To 11% Debentures A/c 2,20,000

(B‘cing the issue 02,200, 11% Debentures
o! Rs. 100 cach gt 10% discount to
discharge  (he purchase price)
(Rs. 1,98,000 : [gsye price Rs. 90 =
Rs, 2,200 dcbcnturcs.)

- |
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AcCOUNT 147
© When Debentures arc issued at 10% Premium :
DfﬂJﬂ Particulars L.E Debit Credit
Rs. Rs.
Tl Machine Alc Dr. 1,98,000
To Sunrise Ltd. A/c 1,98,000
(Being the machine purchased from
Mtd.)
) Sunrise Ltd. A/c Dr. 1,98,000
To 11% Debentures A/c (1,800 X 100) 1,80,000
To Securities Premium A/c (1,800% 10) 18,000
(Being the issue 0l 1,800, 11% Debentures
of Rs. 100 cach at 10% premium to
discharge the purchase price) (Rs. 1,98,000
: Tssue price Rs. 110 = 1,800 debentures.)

Illustration 10 :

A Ltd. purchased a running business of B Ltd. having assets worth

Rs. 11,20,000 and liabilites of Rs. 3,20,000 for a purchase price of Rs. 10,00,000.,

For the payment of purchase price, it paid Rs. 2,00,000 by cheque and for the
balance amount, it issued 12% Debentures of Rs. 100 each at 25% premium.

Journalise the above transactions in the books of A Ltd.

Let us make necessary calculations :

(I) The amount of purchase price is given, hence goodwill will be found out

as under : Rs.
Total Assets 11,20,000
Less : Liabilities 3,20,000
Net Assets 8.00.000
. Goodwill = Purchase Price — Net Assets

10,00,000 — 8,00,000 = Rs. 2,00,000
() Number of 12% Debentures issued to discharge purchase price :

Rs.
Purchase price 10,00,000
Less : Payment by cheque 2,00,000
Balance 8,00,000

12% Debentures of Rs. 100 each are issued at 23% premium for the payment
ofRs. 8,00,000,
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SUDHIR PRA

KA
e Balance of Purchase Price Shy
tures = ; =y
., Number of Deben Issue Price of Debenture
80009 6,400
T 725(100+25) debentyreg
journal Entries in the Books of A Litd.
/r’/;irticulars L.F. Debi ?
Datﬂ redit
Rs. Re
M | Assets A/C Dr. 11,20,000 | ——
Goodwill A/c Dr. 2,00,000
To Liabilities A/c 3,20,000
To B Ltd. Alc ‘ 10,00,000
(Being the purchase of the running
business of B Ltd.)
(2) | B Ltd. Afc Dr. 2,00,000
To Bank A/c 2,00,000
(Being the issue of cheque to B Ltd.
against the purchase price.)
3) | B Ltd. Alc Dr. 8,00,000
To 12% Debentures A/c (6,400 x 100 6,40,000
To Securities Premium A/c (6,400 X 25) 1,60,000

(Being the issue of 6,400, 12% Debentures
at 25% premium against the purchase

price.)

—

Note : A combined entrv can be nassed instead of passing

two separalc
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= AL ACCOUNTS o™
COMPANIES
4 [As per The Companies Act, 2013,

schedule-lll]
I
________—————————__—_ *__‘——-‘—1\\\\
MAIN POINTS —

i aralion
ﬂduchun|I]IWTpdra
I(}] '?::rlnies Act, 2013 (4] Gtatement of Profit and Loss as per Companie Aé
i | Points [6] Ilustrations @ Exercise. ) |

2013 [5) Specia
——

of Final Accounts |3] Balance Shegy as pe ]
r

1. INTRODUCTION :

In the modem age, the major parl of trade anFI imlllﬁir}' is carried on by join
stock companics. Inevery country, in large companics billions of rupees are invesys
But this money is raised by the company [rom public by issuing shares. Thus,
public has major inlerest in the joint stock companies. Hence, in every country, i
aovernment keeps control over the management of companies by passing Compasia
Act. The companies are compelled by laws 10 publish their annual accounts befor
the sharcholders to show how they have managed peoples’ money. According
Companics Act, iL IS made compulsory for all companies to publish their anmz
accounts. In India also, the forms of Balance Sheet & Profitand Loss Statemen!2:
given in the Schedule 111to the Companices Act, 2013, All companies are requir
to prepare their Balance Sheet and Profit and Loss Statement in these forms.

[2. | PREPARATION OF FINAL ACCOUNTS :

Sections 128 to 138 of the Companics Act, 2013 deals with the Fic
Accounts. As per Section 128, every company shall keep books of acco¥
and other relevant books and papers at its registered office.

(1) Under Section 129, at every annual general meeling of 2 comp=)
the Bn_:;ard of Directors of the company shall lay before such meeting
ﬁnanmji] statements for the financial year.
~ Financial Statements as per Section 2(40) of the Compan
include -

(i) A Balance Sheet as at the end of the financial yea©

(i) A Profit and Loss Statement, and

ies Ach 0k

%'1‘]'3: Riisfhﬂ;n; ilatcmcnt for the financial year. ot for ¢
1sed Schedule- s artical form
presentation of Fing o L jpeseries oty FX wﬂm}Im-iza'rl’.idr"lttll

ncial Statements. No company can use the

for the pres ‘
Presentation of Financial Statements. G
AGA

(188)
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mt-rarion | &

The following balances are extracted from the Trial Balance of A Lt

d.ason 31st

March, 2019 :

Name of Accounts Dr. (Rs.) Cr. (Rs.)
Provision for Income tax (1-4-2018) — 20,000
Advance payment ol Income tax (1-4-2018) 15.000 =
Advance payment of Income tax (paid during current year) 20,000 - —
Income tax deducted at source 1,500 2,500

— 30,000

Statement of Profit & Loss - Surplus (1-4-2018)

Assessment in respect of income-tax of previous year 2017-"18 was completed
during the current year and income-tax liability of Rs. 22,000 has been determined.
Current year's profit of the company was Rs. 50.000 and company pays income-tax

at the rate ot 50%.

From the above informations. prepare necessary ledger accounts and show

their effects in the Final Accounts of the company.

F1y G (Seme-2) Financial Accounting-3- 15 [400]

B,

AG/BD

o
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IF C IES
FINAL ACCOUNTS OF COMPANI

2“{
@E Provision for Taxation Account
. Cr,
r : Rs. m$
ticulars s,
Par A/ 22,000 | By Balance b/d %
To Tax Payable A/c ByP& L AJc 009
(Deficit of P.Y.’g tax
[I)Lo\l/lSl(/)n) 2000
To Balance ¢/f (short term 250001 ByP& \JA £
provision) (?) S (current Yedr tax) 25.000
47,000 005
e %
Dr. Tax Payable Account Cr
: ]
Particular s Rs. | Particulars \Rs\
To Advance tax A/c 15,000| By Provision for taxation m‘
To Balance ¢/f (other 7,000
current liab.) (?) = |
22,000 | m
L U — ]
Dr. Advance tax Account Cr
\
Particular g Rs. Particularg Rs,
L
To Balance b/d 15,000 | By Tax Payable A/c 15,000
To Bank A/c (Adv. tax paid 15,000 By Balance ¢/f 20.000
N current year)
35,000 35,000
‘:::—_::]J e
Profit & Loss Statement OTA Ltd. for (he Year endeq 3 1-3-2018
Particulyr Note Rs.
PBIT T so000
Less : urren( year's tax (25.000)
Less : Deficit OfP.Y.’s tax Provision (2,000
Profit affer tax

(a) Rcservo
Urrepg Liahililics X
(@) Other C
(b) Shor Ter
’1'n\'isiun f'm"l';lxutiun

(2)

urreng |

S and Surplyg

:\bililics
m Prgy

L]
J

1S10ny X

ro

2§.000_
Rs.
53,000

9.300

S 00
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SUDHIR PRAKASHAN
1k

sets +
g Current Assets

(1) (a) Other Current Assets 1 21,000
N es and Surplus
. Reser‘ es an
Notcl
PﬂrtiClllﬂrs Rs.
. [ Account (Opening balance) 30.000
P“” . profit after tax of the current year 23.000
- Total 5000
N te2: Other Current Liabilties
& particulars Rs.
/—_ - r ‘e litieoc
Quistanding Income Tax Liabilitics 7.000
_-\ [ncometax deducted at source (Credit balance) 2.500
I Total 9,500
RS i
. Noted: Other Current Assets
Q Particulars Rs.
mmcm of Income tax | 20.000
™ [pcome tax deducted at source (Debit balance) 1,500
A Total ~ 21,500

Scanned with CamScanner



| Hiustrauonv. |

ances of Mukti Ltd. ason 31-3-20106, prepare their

From the following bal o e = i alance
Sheet as per Schedule-11] of the Companies Act, 2015 —
Particulars _L

Loose tools 81,500
Machinery 9.00,000
Computer Software 41.625
11% Investment in Y. J. Ltd. 1,22.500
Advertisement Suspense Account 15,000
Stores and spare parts 50,100
Accrued interest on Investments 25,500
Cash in Bank 11,500
Office cquipments 2,40,300
Debtors 95,000
Equity share capital 7.50,000
8% Pref. share capital 2,75,000
Mortgage Loan 1,55,000
General Reserve 2.07,500
Creditors 70,000
Bills Payable 14,250
Creditors of expenses 18,000
Cash-credit 37,500
Stafrwelfare fund 42 500
Provision for taxation 13_2-_71

Solution ¢

Balance Sheet of Mukti Ltd.
as at 31st March, 2019

[South Guj. Uni., F.Y., Nov. 2016]

R
Particulars Note ___,,,l.{-b-——-
L Equity and Liabilities :
(1) Shareholders’ Funds :
(@)  Share Capital ] 10,25.000
(b) Reserves and Surplus :
General Reserve 2,07.5%
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, SUDHIR PRAKASHAN

(2)

Non-Current Liabilities :
(a) Long Term Borrowings :
Mortgage Loan

(b) Long Term Provisions : 1,55,000
StafT Welfare Fund 42,500
@) Current [Liabilities : <5
(a) Short Term Borrowings :
Cash Credit 37 405
(by Trade Pavables ) “4"250
(¢)  Other Current Liabilities
Creditors of expenses 18,000
(d)  Short Term Provisions
Provision for taxation 13.275
Total 15,83,025

Assets :
(1) Non-CurrentAssets:
(a) Fixed Assets .

(1) Tangible Assels 3 11,40.300
(1) Intangible Assets .
Computer Software 41,625

(b) Non-Current [nvestments :

1% Investment in Y. 1. Ltd. 1.22,500
(c)  Other Non-Current Assets :

Advertisement Suspense Account 15,000

(2) Current Asscts:

(a) Inventories 4 1.31.600
(b)  Trade Receivables: Debtors 95,000
(¢) Cashand Cash bqun alents

Bank balance 11,500
(d)  Other Current Asscls

Accrued miterest on vestments #____‘l_“_iﬂg_

Total

otes to Accounts :
ote 1: Share Capital

I,
. Particulars _P_(_f____,__—-———-‘lﬁ"'“
:Ut‘d Suhscrihu(l and Paid up : 2,75,000
% Prcfcrcncc Share Capital .'.]-i;)‘()“()
ity Share Capital W

Total 10,290,002

————
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FINAL ACCOUNTS OF COMPANIES

2

Note 2 : Trade Payables 10

Particulars B e SR
Creditors *& '._
Bills Payable 70,000 ',
- 14,250 "
['otal m
Note 3 : Tangible Fixed Assets .
Particulars T $
Machinery 9.00.000" s
Office Equipments 2_4”'«‘0” o
Total | m ,:':‘

Note 4 : Inventorics
Particulars Rs.
Stores and Spare Parts 50.100 ..
[Loose Tools 81.500 .
Total - 1,531,600 i
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Ilustration 12 :

From the information given below, prepare the Balance Sheet of Jyoti Ltd, ag
31st March, 2019 as per Schedule-11I of the Companies Act, 2013 :

at

——

Particulars Rs.
12% Debentures 4,00,000
Statement of Profit and Loss — Deficit (Debit balance) 4,00,000
Equity Share Capital (of Rs. 10 each) 10,00,000
Proposed Dividend 40,000
Cash on hand ' 20,000
Bank balance 76,000
15% Preference Share Capital (of Rs. 10 each) 3,00,000
Prepaid Expenses 1,00,000
Bank Overdraft 90.000
Interest accrued on Debentures of Prakash Ltd. 24,000
Building under construction | 2,30,000
4,000, 12% Debentures of Prakash Ltd. of Rs. 100 each 4,00,000
Debenture Redemption Premium 40,000
Application Money Pending Allotment 80,000
Creditors 1,30,000
Bills Payables 20,000
Calls-in-Advance 10,000
Employers’ ecarned leave payable on retirement 90,000
Goods-in-transit 10.000
Finished Goods 70.000
Stores 20,000
Securities Deposit for Telephone 10,000
Patents [,00.000
Brands 1.20,000
Computer Software under Development 40,000
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i SUDHIR PRAKASHAN
1icReceivables 35,000
\ Bm.tfr: (including Rs. 45,000 outstanding for '
peblor aperiod more than six months) 2.05.000
o, Debenturcs of Tejas Ltd.
1 (20% Debentures are redeemable on 30-6-2019) 2.00.000
fachincries T
jpvestment in Land and Building 4.00/000
/’_______ —
N Jyoti Limited
Balance Sheet as at 31-322019
[‘7.}:1'.'.; F Particulars Notes Rs.
~ 1 Equityand Liabilities:
. (1) Shareholders’ Funds :
™ (a) Share Capital | 18.00,000
] (b) Rescrves and Surplus -
Statement of Profit & Loss (Debit balance) (4,00,000)
(2) Share Application Money Pending Allotment 80,000
(3) Non-Current Liabilities :
(@) Long Term Borrowings : 12% Debentures 4,00,000
(b) Other Long Term Liabilitics -
Debenture Redemption Premium 40,000
(©) Long Term Provisions -
Employees™ earned leave pavable
onretirement 90,000
@) Currrent Liabilitics :
(@) Trade Payables 2 1,50,000
(b) Other Current Liabilitics 3 1,00,000
() Short Term Provisions - Proposed Dividend 40,000
[ Toul 2300000
: L Assets - D
0 Non-Current Assests -
@ Fixed Assets -
M) Tangible Asscts : Plant & Machinery zjo‘ggg
() Tntangible Assels L 220,
(111) Capital Work-in-Proaress |
= S 9 0
Building under contruction &0
(1v) h.n;m{:ih]c /\s?cls under dcvclopmcn‘l :[ 10.000
Computer Software under developmen
(hy w . 5 9,60,000
NOn-Current Investments
50 (g, AG/BD
Me-2) Financig| Accounting-3- 18 [400] ’
|

B
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FINAL ACCOUNTS OF € ‘ 266
(©) Long Term Loans and Advances :
Securitics Deposit for Telephone 10,000
(2) Current Assets :
(a) Current [nvestments :
12% Debentures of Tejas Ltd. 40,000
(b) Inventories 6 1,00,000
(¢) Trade Receivables 7 2,40,000
(d) Cash and Cash Equivalents 8 96,000
(¢) Other Current Assets 9 1,24.000
Total 23.00,000
Notes to Accounts :
Note I : Share Capital
Particulars Rs.
1,00,000 Equity Shares of Rs. 10 cach fully paid up 10,00.000
80,000, 15% Preference Shares of Rs. 10 cach fully paid up 8.00.000
Total 18.00,000
Note 2 : Trade Payables -
) 3 9
Particulars Rs.
Creditors .
Bills Payables 1,30,000
20,000
Total 1,50,000
Note 3 : Other Current Liabilitics T
Particulars
Bank Overdraf Rs.
CZlI[S~in-AdV€ch 90,000
10,000
Total _1,00.000

Note 4 ; lntangible;\ssets

Brands

Particulayg

Rs.

Total

1,00,000
1.20,000
2.20.000
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107 cur rernt [nvestments

«Non—+
qote3 particulars Rs.

pDebentures of Prakash Ltd. of Rs. 100 cach 4,00,000

200 DE L
4,000 I-ntlll'cs of Tcjas Ll,d.' _ 2,00,000
D Repayable by Tejas Lid. as at |
il,(’ﬁ'lc : ']:]nc 20 19 (2’00.000 X 200/(1) 40‘000 ] ,60’000
i ?()l‘h[ 0 Lﬂnd an(l Blllldll'\g 4100,000
pvestme” Total | 9.60,000

\//mcn(lums of Tejas Ltd. Rs. 40,000 will be shown as “Current

he balance sheet as same 1s repavable by Tejas Ltd. within 12

+ [pvestmen
ptmin t

estme - .
fvesti (he date of balance sheet.

N ponths [rom

Note 0 Inventorics
b Particulars Rs.
Closing Stock of Finished Goods 70,000
Spores 20,000
- Total | 1.00,000
™ yote7: Trade Receivables
_ Particulars Rs.
_. Debtors : Outstanding for a period more than
six months 45,000 i
- Others (2.05,000 —45.000) [,60,000 2,05,000 ‘
_ BillsReceivables 35,000
Total 2.40,000
- Note8: Cash and Cash Equivalents
Particulars Rs.
’ Cash on hand 20,000
Bank balanc.e 76,000
Total 96,000
\, e —
w«‘llrronl Assets
\\\_l‘:lrliculars—m - Rs.
Prepaiq B |
g el 1.00,000
HETESL ap en-
Slaccrued o Debentures of Prakash Lid. 24,000
S — Total 1,24,000
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FINAL ACCOUNTS OF COMPANIES

Note 3 : Finance Cost
Particulars

Interest Expenses

Brokerage on Long Term Borrowing
Total

274

——\\
Rs,

—-\s
30,000
| 14000

44
L:':—ﬂ\ﬂg

Ilustration 15 :

From the following informations, prepare the relevant Notes to Accounts ;

Rs,
(1)  Purchases of Raw materials 9,70,000
(2)  Opening Stock of Raw matcrials 60,000
(3)  Closing Stock of Finished Goods 4,00,000
(4)  Expenses of Purchase of Raw materials 10,000
(5)  Opening Stock of Finished Goods 1,75.000
(6) Closing Stock of Raw materials 50,000
(7)  Purchase Retumns 25,000
Solution :
Note 1: Consumption of Raw materials
Particulars Rs.
Opening Stock of Raw materials 60,000
+ Purchases of Raw materials 9,70,000
+ Expenses of Purchascs of Raw materials 10,000
10,40,000
— Purchase Retumns 25,000
— Closing Stock of Raw Materials 50,000 75,000
.. Consumption of Raw materials 9.65,000
Note 2 : Changes in Value of Stock
Particulars Rs.
Opening Stock of Finished Goods 1,75,000
— Closing Stock of Finished Goods 4,00,000
Change | (2,25,000)

Ilustration 16 :

From the following informations, prepare Profit and Loss Statement as per the

Part-1T of Schedule-I1T of the Companies Act, 2013 :

(1) Revenue from Operations
(2)  Employee Benefit Expenses
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175 = reciation an‘d Amortisa?ion of Assets 1,50,000
, Conqumption of Raw materials 10,00,000
# Qther Incomes 1,40,000
(3 Finance Costs 60,000
O ther Expenses 1,85,000
§ Chanees in value of stock (1,55,000)
0) Tax Ratc is 50%.
Profit and Loss Statement for the year ended...
particulars Rs.
[ Revenue from Operations 26,00,000
. OtherIncomes 1,40,000
g Total Revenue (1+11) 27,40,000
I, Expenscs:
() Consumption of Raw materials 10,00,000
(b) Changes in value of stock (1.55,000)
() Employcc Bencefit Expenses 4,50,000
(d) Finance Costs 60,000
(¢) Depreciation and Amortisation of Assets 1,50,000
(f)  Other Expensces 1,85,000
Total Expenses 16,90,000
V. Profit before tax (I11-1V) 10,50,000
Less » Provision for tax (at 50% of profit) 5,25,000
. Profitaftet tax 5,25,000

Ilustration 17 :

From the following informations, prepare relev

* (I} Provision for Taxation
(2)  Bank Overdraft
) Proposed Equity Dividend
@) Sundry Creditors
() Proposed Pref. Dividend
©)  Outstanding Expenses
() Bills Payables
::i E()rp('u:ltc. Dividend Tax
() Unpmd Dividend
utstanding Interest on Borrowings
| -

ant Notes to Accounts :
Rs

2.40,000
15,000
1,00,000
50,000
60,000
7,000
20,000
32,000
8,000
20,000

L —
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e 276
Eolution :]
Note 1 : Trade Payables
Particulars \“‘\R\‘
R — s.
Sundry Creditors
e 50.000
Bills Payables 7
- 20,000
B [‘_’tﬂ - 70,000
Note 2 : Other Current Liabilitics -
Particulars ﬁ_T
Bank O\'Ljrdrntl 15.000
Qutstanding Expenses 7.000
Unpaid Dividend 8 000
Outstanding Interest on Borrowings 20 000
Total [ 50.000
Note 3 : Short Term Provisions
Particulars Rs.
Proposed Equity Dividend 1.00,000
Proposed Pref. Dividend 60,000
Corporate Dividend Tax 32.000
Provision for Taxation 2.40.,000
Total 4,32.000
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[ 6. 'You arc required to prepare financial statements from the followipge trial
1M1 s Ul
balance of Mchul Company Limited for the year ended 3 1 st Marc), 2019 -

Particulars Rs. Particulars T
Stock 68,000 || Equity shuresm_‘_\“
Furniture 20,000 (Shares of Rs. 10 each) 2,50,000
Discount 4,000 || Debentures 50,000
Loan to Directors Bank Loans 64.50(
(Repayable as at 30-6-'19) 8,000 || Bills Payable 12,500
Advertisement 2,000 || Creditors 15.600
Bad debts 3,500 || Sales 4,26,800
Commission 12,000 || Rent received 4,600
Purchases 2.31.900 || Transfer fees 1,000
Plant and Machinery 86,000 || Profit & Loss Statement
Bank Balance ' 4,500 - Surplus (1-4-’ 18) 13.900
Cash 800 || Depreciation Provision
[nterest on bank Loan 1600 || of Machinery 14,600
Preliminary expenses 1,000
Fixtures 30,000
Rentals 92,500
Consumables 8,400
Freehold Land 1,54,600
Tools and Equipments 24,500
Goodwill 26,500
DcDbtors 28.700
Bills receivables 15,300
Dealer's Remuneration 2,100
Transit insurance 3,000
Trade expenses 7,200
Fréight o 5,400
Debentures interest 2.000 _

| 8.53,500 8,53,500

Additional Informations :

Closing Stock as on 31st March, 2019 Rs. 82,300,

[Ans. : Share Capital Rs. 2,50,000. Reserve and Surplus Rs. 82,400, Long Term
Borrowings Rs. 1,14.500. Trade Payables Rs. 2%.100. Tangible Assets Rs. 2,76.000,
Cash and Cash Equivalents Rs. 3,300, Short term Loans and Advances Rs. 8,000,
Other Incomes Rs. 5,600, Other Expenses Rs. 1,31,700, Finance Cost
Rs. 13,600, Profit Rs. 69,500, Total of Balance Shee( Rs. 4.75,000.]
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