ANNA ADARSH COLLEGE FOR WOMEN (AUTONOMOUS), 
CHENNAI – 40
END SEMESTER EXAMINATION– April/May 2025
CORPORATE ACCOUNTING - ANSWER KEY
Max. Marks: 75                                                                      TIME:3 Hrs
PART- A (10 × 1 = 10 Marks)
Answer any TEN questions.
1. What is buy-back of shares?
Buy-back of shares means repurchase of its own shares by a company from existing shareholders at a specified price in accordance with the Companies Act.
2. What is forfeiture of shares?
Forfeiture of shares is the cancellation of shares by a company due to non-payment of allotment or call money by a shareholder.
3. Define Life Assurance Fund.
Life Assurance Fund is the excess of income over expenditure of a life insurance company accumulated to meet future policy liabilities.
4. Compute commission expenses to be shown in Schedule 2
	Particulars
	₹

	Commission on direct business
	46,500

	Add: Commission on reinsurance accepted
	20,000

	Less: Commission on reinsurance ceded
	(25,000)

	Commission Expense
	41,500


5. Journal Entry for forfeiture of shares
Journal Entry:
Share Capital A/c        Dr   15,000
   To Share Forfeiture A/c      7,500
   To Share Allotment A/c       4,500
   To Share Call A/c            3,000
6. Find Cost of Control
	Particulars
	₹

	Cost of Investment
	9,00,000

	Share of Net Assets
	(8,40,000)

	Cost of Control (Goodwill)
	60,000


7. What is Human Resources Accounting?
Human Resources Accounting is the process of identifying, measuring and reporting the value of human resources in the financial statements of an organisation.
8. State any one objective of Financial Reporting.
To provide useful financial information to investors, creditors and other users for decision-making.
9. Write the formula for Conversion Factor under CPP Method.

10. Define CSR Committee.
CSR Committee is a committee constituted by the Board of Directors to formulate and monitor Corporate Social Responsibility policies and activities of the company.
11. Calculate Life Assurance Fund after adjustments
	Particulars
	₹

	Revenue Account Balance
	8,50,000

	Add: Outstanding Premium
	25,000

	Less: Bonus in reduction of premium
	(7,000)

	Less: Claims intimated but not admitted
	(15,000)

	Life Assurance Fund
	8,53,000


12. Format for Cost of Control
Amount paid for shares purchased by the holding company in the subsidiary
Add: Holding company’s share of capital loss
Less : Face value of shares purchased	xxx
Holding company’s share of capital profits	xxx
Holding company’s share of bonus shares issued by subsidiary	xxx
Holding company’s share of dividend paid out of capital profits	xxx	
Goodwill or capital reserve	xxx

[bookmark: _Hlk206764822]PART - B (5 × 5 = 25 Marks)
Answer any FIVE questions.
Q13. Buy-back of Equity Shares
Given
Equity Share Capital = ₹60,00,000
Face value = ₹10 → No. of shares = 6,00,000
Buy-back = 25% = 1,50,000 shares
Buy-back price = ₹18
Premium = ₹8 per share
Reserves = ₹28,00,000
Calculation
Buy-back amount = 1,50,000 × 18 = ₹27,00,000
Nominal value = 1,50,000 × 10 = ₹15,00,000
Premium = 1,50,000 × 8 = ₹12,00,000
Journal Entries
1. For Buy-back
Equity Share Capital A/c     Dr  15,00,000
Securities Premium A/c      Dr  12,00,000
     To Bank A/c                     27,00,000
2. For Transfer to CRR
General Reserve A/c         Dr  15,00,000
     To Capital Redemption Reserve A/c   15,00,000
Balance Sheet (extract – after buy-back)
	Particulars
	₹

	Equity Share Capital
	45,00,000

	Capital Redemption Reserve
	15,00,000

	General Reserve
	13,00,000



Q14. Life Assurance Fund (Adjusted)
Given
Revenue A/c balance = ₹54,00,000

Adjustments
	Particulars
	₹

	Add: Interest accrued
	39,000

	Add: Outstanding premium
	32,000

	Less: Bonus in reduction of premium
	(6,750)

	Less: Claims intimated not admitted
	(17,400)

	Add: Reinsurance claims
	6,500

	Less: Income tax on interest
	(10,500)



Life Assurance Fund

Q15. Cost of Control & Minority Interest
Given
Purchase = 80%
Cost = ₹16,00,000
Net assets = ₹18,50,000
Working
Share of H Ltd (80%) = 14,80,000
Minority interest (20%) = 3,70,000
Answer
	Particulars
	₹

	Cost of Control (Goodwill)
	1,20,000

	Minority Interest
	3,70,000



Q16. Profit on Sale of Land
(a) Historical Cost Method
Cost = 15,00,000
Sale = 36,00,000
Profit = ₹21,00,000
(b) CPP Method
Conversion factor = 210 / 100 = 2.1
Adjusted cost = 15,00,000 × 2.1 = 31,50,000
Profit = 36,00,000 – 31,50,000 = ₹4,50,000
Q17. Objectives of Financial Reporting 
1. Provide useful financial information
2. Aid investment decisions
3. Assess financial position
4. Evaluate performance
5. Ensure accountability
Q18. Objectives of Social Accounting 
1. Measure social costs & benefits
2. Improve social responsibility
3. Inform stakeholders
4. Promote transparency
5. Sustainable development
Q19. Holding Company – Cost of Control / Capital Profit)
Given:
· H Ltd acquired 3,000 equity shares in S Ltd on 1.4.2023
· Total equity shares of S Ltd = 4,000 shares
· Balance Sheet date = 31.12.2023
WN–1: Holding Ratio

Minority Interest = 25%
WN–2: Capital Profits (Pre-acquisition)
(As on 1.1.2023)
· General Reserve = ₹80,000
· P&L balance = ₹1,00,000
Total pre-acquisition profits
= 80,000 + 1,00,000
= ₹1,80,000
WN–3: Share of H Ltd in Capital Profits

WN–4: Cost of Investment
Value of investment = 3,000 shares × ₹100
= ₹3,00,000
WN–5: Cost of Control

Share of net assets = ₹3,00,000 + ₹1,35,000 = ₹4,35,000

 Capital Reserve = ₹1,35,000
WN–6: Minority Interest
· Share Capital: 25% of ₹4,00,000 = ₹1,00,000
· Reserves & P&L: 25% of ₹1,80,000 = ₹45,000
Minority Interest = ₹1,45,000

[bookmark: _Hlk206764991]PART - C (4 × 10 = 40 Marks)
Answer any FOUR questions
Q20. Buy-back of Equity Shares – X Ltd
Given
Equity shares = 6,00,000 shares of ₹10
Paid-up capital = ₹90,00,000
Buy-back = 20% = 1,20,000 shares
Buy-back price = ₹18 per share
Premium = ₹8 per share
General Reserve = ₹25,00,000
Securities Premium = ₹15,00,000
Investments sold for ₹6,80,000
(Buy-back of Shares – X Ltd)
WN–1: Number of Equity Shares
Issued and paid-up capital = 6,00,000 equity shares of ₹10 each
Buy-back = 20%
WN–2: Buy-back Amount
Buy-back price = ₹18 per share
WN–3: Face Value and Premium
Face value = 1,20,000 × 10 = ₹12,00,000
Premium on buy-back = 1,20,000 × 8 = ₹9,60,000
(Premium to be adjusted from Securities Premium A/c)
WN–4: Sale of Investments
Book value of investments = ₹7,40,000
Sale proceeds = ₹6,80,000
WN–5: Capital Redemption Reserve
Nominal value of shares bought back = ₹12,00,000
Adjusted from General Reserve
JOURNAL ENTRIES
(1) Sale of Investments
Bank A/c                         Dr   6,80,000
Loss on Sale of Investments A/c  Dr     60,000
     To Investments A/c               7,40,000
(Being investments sold at a loss)
(2) Buy-back of Equity Shares
Equity Share Capital A/c         Dr  12,00,000
Securities Premium A/c          Dr   9,60,000
     To Bank A/c                     21,60,000
(Being buy-back of 1,20,000 equity shares at ₹18 per share)
Balance Sheet (After Buy-back)
	LIABILITIES
	₹
	ASSETS
	₹

	Equity Share Capital
	78,00,000
	Land & Buildings
	12,60,000

	General Reserve
	13,00,000
	Plant & Machinery
	47,00,000

	Securities Premium
	5,40,000
	Furniture & Fittings
	7,00,000

	12% Debentures
	28,00,000
	Stock
	24,00,000

	Sundry Creditors
	9,20,000
	Sundry Debtors
	11,80,000

	
	
	Cash & Bank Balance
	47,40,000

	TOTAL
	1,33,60,000
	TOTAL
	1,33,60,000



Q21. Life Insurance Corporation of India
Revenue Account for the year ended 31-03-2006
(As per IRDA / New Schedule format)
A. INCOME
	Particulars
	₹ (’000)

	Premiums
	20,65,000

	Add: Bonus in reduction of premium
	1,000

	Interest & Dividend (Gross)
	2,72,000

	Policy Renewal Fees
	9,600

	Assignment Fees
	540

	Endowment Fees
	690

	Transfer Fees
	1,400

	Rent
	2,800

	Total Income (A)
	23,55,030



B. EXPENDITURE
1. Claims
	Particulars
	₹ (’000)

	Claims by Death
	3,30,000

	Claims by Maturity
	2,15,000

	Surrenders
	47,500

	Total Claims
	5,92,500



2. Commission
	Particulars
	₹ (’000)

	Commission
	2,18,000



3. Operating Expenses
	Particulars
	₹ (’000)

	Agents & Canvasser’s Allowance
	26,500

	Salaries
	44,200

	Directors’ Fees
	8,700

	Travelling Expenses
	1,200

	Printing & Stationery
	13,900

	Postage & Telegrams
	14,300

	Receipt Stamps
	2,300

	Auditor’s Fees
	1,000

	Medical Fees
	52,000

	Reinsurance Premiums
	40,950

	Rent
	2,800

	Advertising
	4,300

	Law Charges
	200

	Bank Charges
	1,500

	General Charges
	2,000

	Total Operating Expenses
	2,15,850



4. Other Expenses
	Particulars
	₹ (’000)

	Income Tax on Interest & Dividend
	5,700

	Depreciation on Furniture
	1,500

	Depreciation on Investments
	2,20,000

	Total Other Expenses
	2,27,200


Total Expenditure (B)
C. SURPLUS
	Particulars
	₹ (’000)

	Total Income (A)
	23,55,030

	Less: Total Expenditure (B)
	(12,53,550)

	Surplus transferred to Life Assurance Fund
	11,01,480



Life Assurance Fund
	Particulars
	₹ (’000)

	Life Assurance Fund (Opening – 1.4.2005)
	63,31,000

	Add: Surplus for the year
	11,01,480

	Life Assurance Fund (Closing – 31.3.2006)
	74,32,480



Q22. Preparation of Consolidated Balance Sheet of H Ltd. & S Ltd.
as on 31-03-2025**
WORKING NOTES
WN–1: Holding Ratio
· Share Capital of S Ltd = ₹2,00,000
· Shares held by H Ltd = ₹1,50,000
Minority Interest = 25%
WN–2: Pre-acquisition (Capital) Profits of S Ltd
(Reserve existing at the date of acquisition)
· Reserve = ₹60,000
H Ltd share (75%) = 45,000
Minority share (25%) = 15,000
WN–3: Cost of Control (Capital Reserve)
Cost of Investment in S Ltd = ₹1,50,000
Share of Net Assets at acquisition:
· Share Capital (75% of ₹2,00,000) = ₹1,50,000
· Reserve (75% of ₹60,000) = ₹45,000
Total = ₹1,95,000
WN–4: Minority Interest
· Share Capital (25% of ₹2,00,000) = ₹50,000
· Reserves & P&L (25% of ₹1,20,000) = ₹30,000
 Minority Interest = ₹80,000
WN–5: Unrealised Profit on Stock
· Stock of H Ltd includes goods from S Ltd = ₹50,000
· Profit included = 25% on cost
(To be deducted from Stock and Group Profit)
WN–6: Inter-company Bills
· Bills payable of S Ltd accepted in favour of H Ltd
 Cancel Bills Receivable and Bills Payable in consolidation.

CONSOLIDATED BALANCE SHEET OF H LTD & S LTD
AS ON 31-03-2025
	LIABILITIES
	₹
	ASSETS
	₹

	Share Capital (H Ltd)
	10,00,000
	Fixed Assets
	9,20,000

	Reserves & Surplus
	6,15,000
	Stock (Adjusted)
	8,40,000

	Minority Interest
	80,000
	Sundry Debtors
	2,90,000

	Sundry Creditors
	3,20,000
	Bills Receivable
	10,000

	
	
	Cash & Bank
	3,55,000

	
	
	Capital Reserve
	45,000

	TOTAL
	20,15,000
	TOTAL
	20,15,000



Q23. Inflation Accounting
Given
Cost = ₹25,00,000
Sale = ₹90,00,000
(1) Historical Cost Profit

(2) CCA Method
Specific index factor = 420 / 200 = 2.1
Adjusted cost = 25,00,000 × 2.1 = 52,50,000
(3) CPP Method
General index factor = 180 / 100 = 1.8
Adjusted cost = 25,00,000 × 1.8 = 45,00,000

Q24. AS-20: Earnings Per Share (EPS)
Meaning
Accounting Standard-20 (AS-20) prescribes principles for the calculation and presentation of Earnings Per Share (EPS) so as to improve comparability of performance between different enterprises and between different accounting periods of the same enterprise.
Objectives of AS-20
1. To standardise the method of computing EPS
2. To ensure uniform disclosure of EPS in financial statements
3. To help investors assess profitability on a per-share basis
4. To facilitate comparison between companies
5. To avoid misleading reporting of earnings
Scope of AS-20
· Applicable to companies with equity shares
· Mandatory for companies whose equity shares are listed or proposed to be listed
· Applies to both consolidated and separate financial statements
Types of Earnings Per Share
1. Basic Earnings Per Share
Basic EPS shows earnings attributable to equity shareholders based on actual outstanding equity shares.
Formula

2. Diluted Earnings Per Share
Diluted EPS reflects the worst possible EPS assuming conversion of all dilutive potential equity shares.
Potential equity shares include:
· Convertible debentures
· Convertible preference shares
· Employee stock options
Formula

Weighted Average Number of Equity Shares
· Used when equity shares are issued or bought back during the year
· Shares are weighted according to the time period outstanding
Treatment of Preference Dividend
· Deduct preference dividend (including tax) from profit
· Only earnings attributable to equity shareholders are considered
Disclosure Requirements under AS-20
An enterprise should disclose:
1. Basic EPS
2. Diluted EPS
3. Earnings used for calculation
4. Number of equity shares used
5. Face value of equity shares
Illustration
	Particulars
	Amount

	Profit after tax
	₹6,00,000

	Preference dividend
	₹1,00,000

	Equity shares
	1,00,000



AS-20 ensures that Earnings Per Share is calculated and disclosed in a uniform, transparent and comparable manner, thereby helping investors and stakeholders to make informed decisions.
Q25. THE LION MANUFACTURING COMPANY LTD., CHENNAI
Statement of Profit & Loss for the year ended 31 March 2024
(As per Schedule III)
A. Revenue
	Particulars
	₹

	Revenue from Operations (Sales)
	8,30,000

	Total Revenue (I)
	8,30,000



B. Expenses
	Particulars
	₹

	Opening Stock
	1,50,000

	Purchases
	3,70,000

	Freight
	26,230

	Wages
	1,69,730

	Cost of Goods Available for Sale
	7,15,960

	Less: Closing Stock
	(1,90,000)

	Cost of Goods Sold
	5,25,960

	Salaries (29,000 + Outstanding 1,000)
	30,000

	Directors’ Fees (11,450 + Outstanding 550)
	12,000

	Advertising (including free samples ₹3,000)
	23,000

	General Expenses
	13,670

	Bad Debts
	4,220

	Provision for Doubtful Debts (1% of sales)
	8,300

	Debenture Interest (Paid 18,000 + Outstanding 18,000)
	36,000

	Depreciation on Plant & Machinery (5%)
	33,000

	Depreciation on Premises (2%)
	12,000

	Furniture written off
	2,400

	Preliminary Expenses written off
	10,000

	Total Expenses (II)
	7,10,550




C. Profit
	Particulars
	₹

	Profit before Tax (I – II)
	1,19,450



D. Appropriations
	Particulars
	₹

	Less: Interim Dividend
	75,000

	Balance transferred to Surplus
	44,450




Balance Sheet as at 31 March 2024
(As per Schedule III)

I. EQUITY AND LIABILITIES
1. Shareholders’ Funds
	Particulars
	₹

	Equity Share Capital
	8,00,000

	Reserves & Surplus:
	

	– General Reserve
	1,00,000

	– Surplus (P&L: 29,000 + 44,450)
	73,450

	Total Shareholders’ Funds
	9,73,450



2. Non-Current Liabilities
	Particulars
	₹

	6% Debentures
	6,00,000



3. Current Liabilities
	Particulars
	₹

	Sundry Creditors
	76,000

	Bills Payable
	—

	Outstanding Directors’ Fees
	550

	Outstanding Salaries
	1,000

	Outstanding Debenture Interest
	18,000

	Total Current Liabilities
	95,550



TOTAL EQUITY & LIABILITIES → ₹16,69,000

II. ASSETS
1. Non-Current Assets
	Particulars
	₹

	Premises (6,00,000 – 12,000)
	5,88,000

	Plant & Machinery (6,60,000 – 33,000)
	6,27,000

	Furniture (14,400 – 2,400)
	12,000

	Goodwill
	68,000

	Total Non-Current Assets
	13,95,000



2. Current Assets
	Particulars
	₹

	Closing Stock
	1,90,000

	Sundry Debtors (1,74,000 – 8,300)
	1,65,700

	Cash & Bank Balance
	63,300

	Total Current Assets
	4,19,000



TOTAL ASSETS → ₹16,69,000

