X Uenever  ciebentures ave puvthosed Trluest will be wnpu!mﬂu.‘ R for the tn

period, actrued -
X Whenever Ocbenbuver ave sold Trferesl Loill be meuuaﬁui veceived for e
period  oceruied -
b- What & ecum-interesi and ex-intevest price Lid
Cum- interedt price Debemturer Lott -
S s, { botoare frcucted -

Inteest & poid on purhase but 7 & not chown Separately
Ex-intores| prite —— Dobenturr st —» oniy i & fduded -

et B pofd on purthade and @ is alio chown separately-

Frample :-  Mintu purimied 00 debentures of MIWH Hd: as on  30-6-a0-
MEWH  Iid: poye interet! on the oeventurer on 309- and 313 every
year: loti of ” oebentures & : crE I - 106 (am-interatd

CPE IL * 106 (ex-iptercit)

Iolares! Rote = 10/-
fase J'ournal enkfad for purthase of  debentures -

Sowhovt :-  CPE I --

oo avead | meqen TS 3132
« furthosed interest Intereat
deb b
@ 106 (um) = & \
7 ol poy e
Journal  Entvy
N
0-6:20 - Invesiment m  Debenturet Dr- SITSD - w___il(cx-l'nb)
To, Bank o)« ST7¢0
(Betg. dlebentures purthited )
Intereat BN  debentured Dr- 1260
To,8ank  alc 125D

CInlerest on cebentures )
WNe - Cabulalvonn of Ex-intevedl tott

I~ tum-imoedd et - SDO X106 = S3000
2+ et intevest = SDOx 100 X 10[(00%3fy= _(I25D)
3. Ex-infeesl st « SUSD



CASE IT 3- w6 _ex-intorest L2

(0"!- 20 30°6-20 33“!'-"0 3-: 32l
Purhoseo! intereat Intereat
S00 deb
@ 106 (ex) — only deb- eost
- Interos

TJournAL ENTRY

30-6-20 lvestmend ¥ Debuntuver  afe Dr.  $3000
To, Bank $3000

Intueat on  Oebonbures ale Or- Reo
To, Bank  (Sooxiov¥ 10)100 x 3]12) 128D

Exomple :-  Nituh made +ne Fouowl"mi purthase of debentres of NAands. (bR
(Se0 - furhoued 200deb @ 3 10 (ex-int).
1:8-20 = Rimhosed aHded @ F 103 wm-i)
-0 = Ammored 350 deb @ 2 1o% (eum-ft-)

lntoest & poidd by Nita Hd: on e 309 ond 313
Imerest Rue = lfl-‘d; fv=100 R

fhee Joumal Eviia Jor e above puvthaser-

Solution ¢-
pooceeccccccceccncsd P | EERT TP Pre | ETTTC PR P P TT L P PR T T ']
(k20 1-S-20 320  309:20 20 31°3-
~ Rironose oMnhaze Infoett Aivdnose Inbexeat
300deb A0 deb 3sodeb
@ loi (ex) @ to3 (tm) @ 105 (wwn)
o \ntuutpm.l 2 Inberedt poy A Interent pay
Jurna) B
1-20 Invetment in  Debuturet  ale  Bi- 30300
To Bank 20300
I+€-20 Infereat on  Debenturat ode pr. 218
To, Bank Q15

( 300 ¥100%1(]- X 1/12)

11820 Inveiment fn Debenturad ale Dv- 24823
To,Bank aje 24833



18:20  Imttat on Debenturad ale Or- qu7 b

To, Bank 17
304-20  Bank ( SSoxiwox1IT- X 812D Dr. 3028
To. loferest on  debenturer 3028
I1-20  loveatment 'n Debentuves Dv. 36424
To.Bank  alc %639
;20 Inferetd o0 Debenturer Dv- 32|
To.Bane  ale 32|
330  Bank Dr. 44D
. iterest on  debenturet Mo

WINS - Cotwlabion of ex-inteveat wsf

1'8:Q0 *- [+ tum- infaed] ot : RDRWO3 = 2STSD
d-Jess: Inferaat (2soxi00x 1il-x4l2) = _4u7
3. Fx ~inferest et = 4333

“ira0 1+ tuwm- inteved] o8t : 35D XIS = 367D
A less: Infereat : (3soxpooxi]-X1R) = 3
3. £x -inferest et = 36429

= Coltulabbn ot‘pmhinm on Sue of debentuves

C= 1S (wumlex)  SP= 110 (cum|ex) C= loS(tumlex) SP: 103 (wmjex)
C — )
P=< L=J9
§ }
P21 Cy. P2 pr.
€= lus }umn) P = 1o (wn’)
. N
€= ex-in} 8¢ = ex-int
— |

Pit= pay Cr.jOV,

Example 3= Awunted s0ad @ ¥ lot (wm.inf) on 30.6-0
Sold S0 b @ F o7 (wwm -ind) on 30-11-90
Ifeest s podd LY the compony on 309 and 313 every year-
Cojutate projt |loss on sale and pase vecessary  Journal Enles-



\nfeveat Rate = 97+ 3 Fv=100.

forodeoretrershoeriosorforotseretoerehosriosretans i T
Jo4-20 38-6‘.‘!0 304
~ Artn Anterat
Sooded
@ (01 L)
»; \n\-m
30'6:20 nveatment 1 Debentures oY -
To, Ganic
30 6-20 Intereat  on  Debentures Oy
To_Bank
30+9-20 Bank Dr.
T mioeat on Debentuves
( SpoX100%97 . % 6113)
30-1+20 Banic Dr.
To, Inveatment ™ debentuves
To. PoL
30:11-QD éank Dr.

To, tntereat on debentures

WiN-12- Couulabion of tost of purhase

30'6:20: - |- tum-intereat enst ;- 00 xIO1 =

L

S0SDO

2 less: fterest ( Sooxiooxq’- x8Jin) = (11AS)

3- Bx- inteyeat tost

. Ma3ls

wiN-3: (altwalon & projiiiloss on Smte bf debentuves

30'1-30: - | (um-\nfeea couh
Q. fess: Infercad (suo:aoox q/. % 2N2)
3. Ex - infevest .teufm.] piiLe

A- less: Ex- fteresl codf

S-ﬁnbﬂoo.sau

ptl':e * Sboxlo?
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ADVANCED ACCOUNTING

Chapter: AS 2, AS 10, AS 16

Solving time: 40 mins Total Marks: 20
| |
5 NOTE: All Questions are Compulsory. Solving Tine 5
Ei Question 1: M EE
:i Wooden Plywood Limited has a normal wastage of 5% in the production process. During the year i:
Ei 2023-24, the Company used 16,000 MT of Raw material costing X 190 per MT. At the end of the year, EE
11 950 MT of wastage was in stock. The accountant wants to know how this wastage is to be treated in i:
Ei the books. EE
Il You are required to : H
:i (1) Calculate the amount of abnormal loss. i:
Ei (2) Explain the treatment of normal loss and abnormal loss in the context of AS-2. (5 Marks)li
. L - T A |
___________________________________________________________________________________________________ !
Question 2: 4

________________________________________________________________________________________________

___________________________________________________________________________________________________

]
Ei Question 3: i
E' H Ltd. began the construction of a new building on 1st April 2022. It obtained a special loan of X E
E: 6,00,000 on 1st April 2022 at an interest of 12% to finance the construction of the building. 4
1 [}
E: The company's other outstanding two non-specific loans on 1st April, 2022 were as follows: E
E Amountin ¥ Rate of Interest .E
0" 0
5 i 30,00,000 14% i
. "
x 54,00,000 16% i
" [}
E:The expenditure incurred on the building project was as per detail given below: EE
¥ h
EI Amount in ¥ 3
1 [}
1" I
| 15t May, 2022 12,00,000 i
[N :l
1|15 uly, 2022 15,00,000 i
l: 1]
11| 15t October, 2022 27,00,000 "
[N :l
1l 15t March, 2023 7,20,000 i
1 1]
1! 1
I HPH st ,
1 The building was completed by 31 Ma.rch.2023. (10 Marks)ii
e LCalculate-the borrowing-costs-to-be-capitalised.- - - - - ]
|
]
]
]
]
]
]
]
]
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TEST 1: ANSWERS
ADVANCED ACCOUNTING

Chapter: AS 2, AS 10, AS 16

Solving time: 40 mins Total Marks: 20

NOTE: All Questions are Compulsory.

| S S S S 2 i, S, e . . ]
| Question1: MTP 2 MAY 24 i
Ei Wooden Plywood Limited has a normal wastage of 5% in the production process. During the year "
:i 2023-24, the Company used 16,000 MT of Raw material costing X 190 per MT. At the end of the year, EE
11 950 MT of wastage was in stock. The accountant wants to know how this wastage is to be treated in i:
it the books. 45‘%) NL_B00% 1D-1S2000 W 15200 15200 i
I You are required to : ecJu= 200U - x 10 1
h ii P :l
Ei (1) Calculate the amount of abnor R ANL= |SDX200 = 30000 1S2000 |
11 (2) Explain the treatment of normal loss and abnormal loss in the context of AS-2. (5 I\ﬁarks)i
e e /R iy Bl

Answer: i

(i) As per AS 2 “Valuation of Inventories’, abnormal amounts of wasted materials, labour and other :E
production costs are excluded from cost of inventories and such costs are recognized as expenses i
in the period in which they are incurred. The normal loss will be included in determining the cost
of inventories (finished goods) at the year end.

|
|
|
|
|
|
|
|
|
: (i) Material used 16,000 MT @ X 190 =X 30,40,000

: Normal Loss (5% of 16,000 MT) 800 MT (included in calculation of cost of
|

|

|

|

|

|

|

|

|

|

inventories)
Net quantity of material 15,200 MT
(iii) Abnormal Loss in quantity (950 - 800) 150 MT
Abnormal Loss X 30,000 [150 units @ X 200 (X 30,40,000/15,200)]
Amount of X 30,000 (Abnormal loss) will be charged to the Profit and Loss statement.

L — —

Ei Question 2: . 11000000 . |poooow . %

!t A company has debited the Buﬂﬁﬁc'count with the Cost ofthe Land on which the 5T Ing stands
¥
¥

and has provided depreciation on such total cost. Comment on the accounting treatment.

L et ]
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Cateudation of effetive tost Junit (W'Mﬁ vormal loss)

I+ Tt tosd  Inwwed = 16000 X190 . 3040000
2+ Effedive unills - 16000 — (I6OOOXST-) = 15200
3.  EHative oM Junit = 3 Z0unit -

I we okserve fotad vormal Lot = 80bXI9D = 153000
Intreate m st junit = 200 - 190 < JIou
Effechive units = JS200
Nomad loss  vumcled fin fffechive unife = (52000

Hene eniive amount of wormal tots & facuded W tost of vaeumg .



e e e e e e e e e e e e e e e e e — e e e e e = e = e - e e — e e - e — e e e e e — e e e — e — e — - —————-—

Answer: lﬂ"d
As per AS-10: Property, Plant & Equipment, a PPE ing 2 or more significant components
different useful lifes should be recognized sepayately and also should be depreciated separat

In the given case, both building and are significant components and also have separa
useful lifes. Their recognition should be done separately and both should be depreciated separately.
Combined recognition and writing off of depreciation will not give a true and fair view of the state of
affairs of the company. As land is a non depreciable asset, no depreciation should be charged on the
same. The company should asses the useful life of the building and charge depreciation on it
acchingly.

The current accounting treatment adopted by the company is incorrect and not in line with AS-
10: PPE.

[————————————————————

___________________________________________________________________________________________________

Question 3:

H Ltd. began the construction of a new building on 1st April 2022. It obtained a special loan of X
6,00,000 on 1st April 2022 at an interest of 12% to finance the construction of the building.

The company's other outstanding two non-specific loans on 1st April, 2022 were as follows:

Amount in ¥ Rate of Interest

! i
: 30,00,000 14% = A20000 '
i 54,00,000 16% = 66u000 4 }
i The expeMmcurred on the building projecMr detail given below: '
i AmountinX )
| '
1| 15t May, 2022 12,00,000

|| 15t uly, 2022 15,00,000 ;
| '
' | 1t October, 2022 27,00,000

|| 15t March, 2023 7,20,000 ;
! )
i The building was completed by 315 March 2023. ""Q‘m j

lam
—
I200000 x11fl = 1100000
r !
ISooovoxqlia = 1ASDOO
+
2700000 % 6)i7 = 12$D0O0O
+
720000 ¥ tfla = _60000
3635000
lam
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Bpditue  x  Intaest

= 3635p00
Sl- = 6ooooo  x 1) \$IR) ~ 73000

Gri- » 303%Doo X AL (W-AIR) o 4eHoS2
’ 536052

WAR = Told Wewt = 1284000 = 1S9/

Total Bomowings 8400000

P2L Dr- 1284000 - 4eHOS? < 814948 )-




Answer:

Interest amount to be capitalized

X
Specific borrowings (X 6,00,000 x 12%) = 72,000
Non-specific borrowings
[X 30,35,000 (X 36,35,000 — % 6,00,000) x 15.29%*] = 4,64,052
Amount of interest to be capitalized = 5,36,052
JOURNAL ENTRY
Date Particulars Dr. (%) Cr. (%)
31.3.2023 | Building account Dr. |66,56,052

(Cost of building

3 61,20,000 + borrowing
cost X 5,36,052)

To Bank account 66,56,052
(Being amount of cost of
building and borrowing cost
thereon capitalized)
Working notes:

() Computation of average accumulated expenses

X

%12,00,000x 11 /12 = 11,00,000
X 15,00.000x9 /12 = 11,25,000
% 27,00,000x6 /12 = 13,50,000
¥7,20,000x1/12 = 60,000
61,20,000 36,35,000

Calculation of average interest rate other than for specific borrowings

Amount of loan (%) Rate of Amount of
interest interest

(X)

30,00,000 14% | = 4,20,000
54,00,000 16% | = 8,64,000
84,00,000 12,84,000
Weighted average rate of = 15.29%*
interest (M X 100) (Rounded off)

84,00,000
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