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Answer Key:
Section A
1. Buy-Back of shares means repurchase by a company of its own shares or other specified securities out of : a. its free reserves, or b. the securities premium account, c. the proceeds of any shares or other specified securities.
2. Land a/c Dr.
   To Kailash Bros. a/c
Kailash Bros. a/c Dr.
    To Equity share capital a/c
3.   				Valuation Balance sheet as on
	Particulars
	Rs.
	Particulars
	Rs.

	To Net liability as per actuary’s valuation
	32,50,000
	By Life Assurance fund as per B/S
	45,00,000

	To Surplus
	12,50,000
	
	

	
	45,00,000
	
	45,00,000


4. Reinsurance is insurance that an insurance company buys from another insurance company to manage risk. It's a way for insurance companies to reduce their financial risk and capital requirements. 
5. Minority interest:
Usually, a holding company acquires majority equity shares in a subsidiary, representing the controlling interest. The remaining shares may be in the hands of 
general public. Such holding of the general public in the subsidiary company is called Minority Interest.  
6. Capital profits Rs. 3,10,000,  Revenue Profits Rs. 3,90,000
7. Forensic accounting is a specialized field of accounting that investigates financial records to detect and prevent financial crimes. Forensic accountants use accounting, auditing, and investigative skills to look beyond numbers to identify irregularities. 
8. Conversion factor for opening items : 1.50(150/100)
9. Financial reporting compiles a company's financial information and presents it in a way that can be useful to stakeholders and decision-makers.
10. AS 20 is an Accounting Standard that specifies how to calculate and present earnings per share (EPS). It's mandatory for companies that have equity shares listed on a recognized stock exchange in India. 
11. 1,500 shares/500 shares=3:1
12. The insured individual or organizations are indemnified under the insurance policies against losses.

Section B
13. Adjusted Net Profit = Rs. 42,45,000
Managerial Remuneration=42,45,000x5% =  Rs.2,12,250
14. Correct balance of Life Assurance Fund(28,35,000+39000-10500+32800+6750-17400+6500)=Rs. 28,92,150
15. Capital Profits Rs.1,20,000,  Revenue Profits +Rs. 60,000
16. Advantages of HR accounting:
a. Helps in better decision-making
b. Enhances employee productivity
c. Aids in efficient HRM
d. Attracts and retains talent
e. Improves financial reporting
f. Supports long-term growth and stability
17. Financial reporting refers to the process of recording, summarizing, and presenting financial information of an organization in a structured manner. It provides insights into the financial health, performance, and cash flows of a business.
Objectives:
a. Provides useful financial information
b. Ensures transparency and accountability
c. Facilitate decision making
d. Assess financial performance and position
e. Meet regulatory and legal requirements
f. Assist in resource allocation
g. Support credit and investment decision
h. Enhance stakeholder confidence
18. Capital Profit Rs. 22,000,  Capital Reserve – Rs. 5,000,  B/S total Rs.3,75,000
19. Profit – Rs. 5,40,000

Section C
20. Revenue from operations Rs. 9,70,000, Cost of goods sold Rs. 7,58,000,  Employee benefit exp Rs. 1,18,000, Depn-Rs. 48,000, Other expenses-Rs. 1,08,000, Loss Rs. 62,000, B/S Total Rs. 9,20,000
21.  Operating profit from Fire business-Rs. 6,550
Schedule 1- Rs. 1,50,200
Schedule 2 – Rs. 76000
Schedule 3 – Rs. 23,000
Schedule 4 – Rs. 55,000
22. Capital profit Rs. 8,000, Revenue profit Rs. 12,000,  Minority interest Rs. 10,000, Capital Reserve-Rs. 6,000, Provision for unrealised profit – Rs. 1,000,  B/S total- Rs. 2,08,000
23. 				Statement showing Comparative profit
	Particulars
	HCA 
Rs.
	CCA
Rs.
	CPP
Rs.

	Investment in land
	50,00,000
	50,00,000
	50,00,000

	Current cost of Investment on the date of sale

Sale value of land


	-



1,80,00,000
	1,05,00,000



1,80,00,000
	90,00,000



1,80,00,000

	Operating gain
Realised holding gain
	1,30,00,000
----
	75,00,000
55,00,000
	90,00,000
40,00,000

	
	1,30,00,000
	1,30,00,000
	1,30,00,000


24. Accounting Standard 10 (AS 10) – Property, Plant, and Equipment (PPE)
Introduction
Accounting Standard 10 (AS 10) deals with the accounting treatment for Property, Plant, and Equipment (PPE). It provides guidelines for the recognition, measurement, depreciation, and disposal of tangible fixed assets in financial statements.
AS 10 was revised and reissued by the Institute of Chartered Accountants of India (ICAI) to replace the earlier version, which was called "Accounting for Fixed Assets". The revised AS 10 is aligned with Indian Accounting Standard (Ind AS) 16 and focuses on fair presentation and uniformity in accounting for fixed assets.
Scope of AS 10
AS 10 applies to tangible assets that:
1. Are held for use in the production or supply of goods/services, for rental to others, or for administrative purposes.
2. Have an expected useful life of more than one accounting period.
AS 10 Does NOT Apply To:
· Biological assets (such as plantations, livestock)
· Wasting assets like minerals and natural resources
· Investment properties (covered under Ind AS 40)
· Assets held for sale (covered under Ind AS 105)
Key Aspects of AS 10
1. Recognition of Property, Plant, and Equipment (PPE)
An asset is recognized as PPE when:
· Future economic benefits from the asset are probable.
· The cost of the asset can be reliably measured.
2. Initial Measurement of PPE
The asset is initially recorded at cost, which includes:
✅ Purchase Price (including import duties, taxes, etc.)
✅ Direct Costs (installation, transportation, site preparation)
✅ Borrowing Costs (as per AS 16, if applicable)
✅ Dismantling & Removal Costs (if an obligation exists)
🔴 Exclusions from Cost:
❌ Administration and general overhead costs
❌ Initial operating losses
❌ Abnormal costs (like material wastage, labor strikes)
3. Subsequent Measurement of PPE
After recognition, PPE can be carried under:
A. Cost Model (Default Approach)
· PPE is carried at cost minus accumulated depreciation and impairment losses.
B. Revaluation Model (Optional)
· PPE is carried at fair value based on periodic revaluation.
· Revaluation surplus is credited to Revaluation Reserve (not P&L).
4. Depreciation of PPE
· PPE should be systematically depreciated over its useful life.
· Depreciation methods: Straight-line method (SLM) or Written-down value method (WDV).
· Residual value should not exceed 5% of the original cost.
· Depreciation must be reviewed at least annually.
5. Impairment of PPE
· PPE should be tested for impairment when there is an indication that its value has declined.
· If impaired, the carrying amount should be reduced to its recoverable amount, and the loss should be recognized in the Profit & Loss Account.
6. Disposal of PPE
· On sale/disposal, the difference between the asset’s carrying amount and sale price is recognized as profit or loss in the P&L account.
· Any remaining Revaluation Reserve related to the asset should be transferred to Retained Earnings.
Disclosure Requirements under AS 10
The following must be disclosed in financial statements:
1. Depreciation methods used.
2. Gross and net carrying amounts of PPE.
3. Changes in estimates of useful life, residual value, or depreciation methods.
4. Details of PPE pledged as security.
5. Capital commitments related to PPE.
Conclusion
AS 10 ensures transparency, consistency, and fair valuation of tangible assets. It helps stakeholders understand how a company manages its fixed assets and how these assets contribute to profitability. Proper application of AS 10 enhances financial reporting quality and compliance with accounting standards.
25. 			Journal entries in the books of Kamakshi Co. Ltd.
	Particulars			   Rs.	           	Rs.
1. Bank a/c  Dr.		1,80,000
	 	To Share Application a/c		1,80,000
2. Share Appln a/c  Dr.   1,80,000
To Share Capital a/c			1,50,000
To share allot a/c			    30,000
3. Share allotment a/c Dr.2,00,000
To share capital a/c			2,00,000
4. Bank a/c Dr.		1,65,500
To share allot a/c			1,65,500
5. Share I call a/c  Dr.	1,00,000
To share capital a/c			1,00,000
6. Bank a/c Dr.		97,000
To share I call a/c			97,000
7. Share Final call a/c Dr.	50,000
To share capital a/c			50,000
8.  Bank a/c Dr.    	48500
To share final call a/c		48,500
9. Share capital a/c(1,500x10)	15000
To Share allotment a/c		4,500
To share I call a/c			3,000
To share final call a/c			1,500
To forfeited shares a/c			6,000
10. Bank a/c Dr.		8,000
Forfeited sharesa/c     2,000
 To Share capital a/c 		10,000
11. Forfeited shares a/c Dr. 2,000
To Capital Reserve a/c	2,000



