
 

    CA Inter Accounts  
Question Paper Test 3 

Time Allowed: 3 Hours                                   100 MARKS 
 
                                                         INSTRUCTIONS TO CANDIDATE 

Answers to questions are to be given in English except in the case of candidates who have opted for 
Hindi Medium. If a Candidate not opted for Hindi Medium, his/her answer in Hindi will not be 

valued. Question No. 1 is compulsory 
Candidates are also required to answer any four questions from the remaining five questions. 

Working notes should form part of respective answers. 
 

Q.1(a)PQR Investments Ltd., wants to re-classify its investments in accordance with AS 13 State the values, at 
which the investments have to be reclassified in the following cases: 
(i) Long-term Investments in Company A, costing ₹10 lakhs are to be re-classified as current. The company had 
reduced the value of theses investments to ₹8 lakhs to recognize a permanent decline in value. The fair value on 
date of transfer is ₹8.50 lakhs. 
(ii) Long-term investments in Company B, costing ₹5 lakhs are to be re-classified as current. The fair value on 
date of transfer is ₹6 lakhs and book value is₹5 lakhs. 
(iii) Current investment in Company C, costing ₹8 lakhs are to be re-classified as long term as the company 
wants to retain them. The market value on date of transfer is ₹9 lakhs. 
(iv) Current investment in Company D, costing ₹12 lakhs are to be re-classified as long term. The market value 
on date of transfer is ₹11 Lakhs. 
You are required to advise M/s. PQR Investments Ltd., the correct treatment in light of relevant accounting 
standard.              5 Marks 
 
(b)Shan Builders Limited has borrowed a sum of US $ 10,00,000 at the beginning of Financial Year 2014-15 for its 
residential project at LIBOR + 3 %. The interest is payable at the end of the Financial Year. At the time of 
availment, exchange rate was ₹56 per US $ and the rate as on 31st March, 2015 ₹62 per US $. If Shan Builders 
Limited borrowed the loan in India in Indian Rupee equivalent, the pricing of loan would have been 10.50%. 
Compute Borrowing Cost and exchange difference for the year ending 31st March, 2015 as per applicable 
Accounting Standards. (Applicable LIBOR is 1%).        5 Marks 
 
(c) Samrat Limited has set up its business in a designated backward area which entitles the company for subsidy 
of 25% of the total investment from Government of India. The company has invested ₹80 crores in the eligible 
investments. The company is eligible for the subsidy and has received ₹20 crores from the government in 
February 2014. The company wants to recognize the said subsidy as its income to improve the bottom line of the 
company.  
Do you approve the action of the company in accordance with the Accounting Standard?     5 Marks 
 
(d)The following particulars are presented by M Ltd. (deals in clothing) as on 31.3.2012: 
Compute the value of stock as per AS 2. 
Stock held by M Ltd.     ₹ 
(Cost Price)      10,550 
(Net Realisable Value)     11,500 
The details of such stocks were: 

Cost Price  Net Realisable Value 
Cotton       5,600   4,960 
Woolen      3,450   4,540 
Synthetic       1,500   2,000 

10,550   11,500     5 Marks 
 
 
 
 
 
 

Downloaded From www.castudynotes.com

Join Us on Telegram http://t.me/canotes_ipcc

www.ca
stu

dy
no

te
s.c

om

http://www.castudynotes.com
http://t.me/canotes_ipcc
http://www.castudynotes.com


 

Q.2 Mr. Vijay entered into the following transactions of purchase and sale of equity shares of JP Power Ltd. The 
Shares have paid up value of ₹10 per share.  
 Date         No. of Shares                      Terms 
 01.01.2016      600   Buy @₹20 per share 
 15.03.2016      900   Buy @₹25 per share 
 20.05.2016    1000   Buy @₹23 per share 
 25.07.2016    2500   Bonus Shares received 
 20.12.2016    1500   Sale @₹22 per share  
 01.02.2017    1000   Sale @₹24 per share  
Additional Information:   
(1) On 15.09.2016 dividend @₹3 per share was received for the year ended 31.03.2016. 
(2) On 12.11.2016 company made a right issue of equity shares in the ratio of one share for five shares held on 
payment of ₹20 per share. He Subscribed to 60% of the shares and renounced the remaining shares on receipt of 
the premium of ₹3 per share. 
(3) Shares are to be valued on weighted average cost basis.  
You are required to prepare Investment Account for the year ended 31.03.2016 and 31.03.2017.          10 Marks 
 
(b) From the following details, calculate consequential loss claim: 
1. Date of fire: 1st September;; 
2 .Indemnity period: 6 months; 
3 .Period of disruption : 1st September to 1st February; 
4 .Sum insured: ₹ 1,08,900; 
5 .Sales were ₹ 6,00,000 for preceding financial year ended on 31st March; 
6. Net profit for preceding financial year ₹ 36,000 plus insured standing charges ₹ 72,000; 
7. Rate of Gross profit 18%; 
8. Uninsured standing charges ₹ 6,000; 
9. Turnover during the disruption period ₹ 67,500; 
10. Annual turnover for 12 months immediately preceding the date of fire ₹ 6,60,000; 
11. Standard turnover i.e. for corresponding months (1st September to 1st February) in the year preceding the 
date of fire ₹ 2,25,000 
12. Increase in the cost of working capital ₹ 12,000 with a saving of insured standing charges ₹ 4,500 during the 
disruption period; 
13. Reduced turnover avoided through increase in working capital ₹ 30,000; 
14. Special clause stipulated: 
(a)  Increase in rate of G.P. 2%. 
(b)  Increase in turnover (standard and annual) 10%.            10 Marks 
 
Q.3 (a)From the following particulars furnished by the Prashant Ltd., prepare the Balance Sheet as at 31st March, 
2019as required by Schedule III of the Companies Act, 2013: 

Particulars Debit (₹) Credit (₹) 
Equity share capital (face value of ₹10 each) 
Calls-in-arrears  
Land 
Building  
Plant & Machinery  
General Reserve  
Loan from state Financial Corporation  
Inventories  
Provision for taxation  
Trade Receivables 
Short-term loans & advances  
Profit & loss account 
Cash in hand 
Cash at Bank 
Unsecured loans 
Trade Payables 
Total 

 
5,000 

5,50,000 
4,85,000 
5,60,000 

 
 

3,15,000 
 

2,95,000 
58,500 

 
37,300 

2,85,000 
 
 

15,00,000 
 
 
 
 

2,70,000 
2,10,000 

 
72,000 

 
 

1,06,800 
 
 

1,65,000 
2,67,000 

25,90,800 25,90,800 
The following additional information is also provided: 
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(1) 10,000 equity shares were issued for consideration other than cash. 
(2) Trade receivables of ₹55,000 are due for more than six months. 
(3) The cost of building and Plant & Machinery is ₹5,50,000 and ₹6,25,000 respectively. 
(4) The loan from State Financial Corporation is secured by hypothecation of plant & machinery. The balance of 
₹2,10,000 in this account is inclusive of ₹10,000 for interest accrued but not due. 
(5) Balance at bank included ₹15,000 with Aakash Bank Ltd.., which is not a Scheduled bank. 10 Marks 
 
(b)A Madras Head Office has an independent Branch at Ahemdabad. From the following Particulars, give 
Journal Entries to close the books of the Ahemdabad Branch. Show also the Madras Head office account in the 
Branch Books:  

Ahemdabad Branch 
Trial Balance as at 31st December, 2002 

Particulars ₹ Particulars ₹ 
Stock as on 1st Jan '2002 8,200.00  Creditors 2,700.00  
Purchases 12,800.00  Sales  34,950.00  
Wages 6,550.00  Head Office A/c  14,000.00  
Manufacturing Expenses 3,400.00  Discount  150.00  
Rent 1,700.00  Purchase Return  300.00  
Salaries 5,500.00    
Debtors  4,000.00    
General Expenses 2,000.00    
Goods received from Head office 7,200.00    
Cash at Bank 750.00    
 52,100.00    
 
(a) Closing Stock at Branch ₹14,350. 
(b) The Branch Fixed assets maintained in H.O. books were: Machinery ₹25,000; Furniture ₹1,000. Depreciation is 
to be charged at 10 percent on Machinery and 15 percent on Furniture. 
(c) Rent due ₹150. 
(d) A remittance of ₹4,000 made by the Branch on 28th December, 2002, was received by the H.O. on 4th January, 
2003.             10 Marks 
 
Q.4 (a)Green & Co. has two departments P & Q. Department P sells goods to Department Q at normal selling 
price. From the following Particulars prepare Departmental Trading and Profit and Loss account for the year 
ended 31-3-2002 and also ascertain the Net Profit to be transferred to Balance Sheet : 
 

 P Department(₹) Q Department (₹) 
Opening Stock at Cost to departments                1,00,000  NIL  
Purchase             23,00,000               2,00,000  
Goods from Department P -              7,00,000  
Wages               1,00,000               1,60,000  
Travelling Expenses                  10,000               1,40,000  
Closing Stock at cost to the department                5,00,000               1,80,000  
Sale             23,00,000             15,00,000  
Printing & Stationary                  20,000                  16,000  

 
The following expenses incurred for both the departments were not apportioned between the departments:  
(a) Salaries     ₹2,70,000 
(b) Advertisement Expenses   ₹90,000 
(c) General Expenses    ₹8,00,000 
(d) Depreciation @ 25%on the machinery value of ₹48,000. Advertisement expenses are to be apportioned in the 
turnover ratio, Salaries in 2: 1 ratio and Depreciation in 1: 3 ratio between the departments P & Q. General 
expenses are to be apportioned in 3: 1 ratio.                 10 Marks 
 
(b) The Income Tax Officer, assuming the income of Shri Moti for the financial years 2013-2014 and 2014-2015 
feels that Shri Moti has not disclosed the full income. He gives you the following particulars of assets & liabilities 
of Shri Moti on 1st April 2013 and 1st April, 2015. 
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Assets :  1-4-2013 (₹) Assets :  1-4-2015 (₹) 
Cash in hand           25,500  Cash in hand  16,000  
Stock          56,000  Stock 91,500  
Sundry Debtors           41,500  Sundry Debtors  52,500  
Land and Building        1,90,000  Land and Building  1,90,000  
Wife’s Jewellery           75,000  Wife’s Jewellery  1,25,000  
  Loan to Moti’s Brother  20,000  
  Motor Car 1,25,000  
Liabilities :  Liabilities :  
Owing to Moti’s Brother           40,000  Sundry Creditors  55,000  
Sundry Creditors           35,000    
 
During the two years the domestic expenditure was ₹4,000 p.m. The declared income of the financial years were 
₹1,05,000 for 2013-2014 and ₹1,23,000 for 2014-2015 respectively. State whether the Income-tax Officer’s 
contention is correct. Explain by giving your workings.                10 Marks 
 
Q.5 (a)Mumbai Roadways Ltd. Purchased 3 trucks costing ₹ 1,00,000 each from Hindustan Auto Ltd., On 1st 
January 1979 on the hire purchase system. The terms were Payment on delivery ₹ 25,000 for each truck and 
balance of the principal amount by 3 equal installments plus interest at 15% per annum, to be paid at the end of 
each year. Mumbai Roadways Ltd. Writes off 25% depreciation each year on the diminishing balance method. 
Mumbai Roadways paid the installment due on 31st December 1979 and 1980 but could not pay the final 
installment. Hindustan Auto Ltd., Repossessed two trucks adjusting values against the amount due. The 
repossession was done on 1st Jan, 1982 on the basis of 40% depreciation on the diminishing balance method. 
You are required: 
Write up the ledger accounts in the books of Mumbai roadways Ltd. Showing the above transaction up to 1-1-
1982.                       10 Marks 
 
(b)Roshni and Reshma working in Partnership, registered a joint stock company under the name of Happy ltd. 
on may 31st 2016 to take over their existing business. The summarised profit and loss a/c as given by Happy ltd. 
for the year ending 31st March, 2017 is as under: 

Happy ltd.  
Particulars  ₹ Particulars  ₹ 
To salary  1,44,000 By gross profit  4,50,000 
To interest on debentures  36,000   
To sales commission  18,000   
To bad debts 49,000   
To depreciation 19,250   
To rent 38,400   
To audit fees 12,000   
To net profit  1,33,350   
Total  4,50,000 Total  4,50,000 

Prepare a statement showing allocation of expenses and calculation of pre-corporation & post in-corporation 
profits after considering the following information: 

(i)   GP ratio was constant throughout the year.  
(ii)   Depreciation includes ₹1,250 for assets acquired in post in-corporation period. 
(iii) Bad debts recovered amounting to ₹14,000 for a sale made in 2013-14 has been deducted from bad debts 
mentioned above. 

     (iv) Total sales were 18,00,000 of which 6,00,000 were for April to September. 
     (v)  Happy ltd. had to occupy additional space from 1st Oct 2016 for which rent was ₹2,400 per month.   
                      10 Marks 
 
Q.6 Answer any four from the following: 
(a)Lily Ltd., having sufficient balance to the credit of general reserve and ₹1,00,000 balance in securities premium 
account, decides to: 
— Redeem 5,000, 10% redeemable preference shares of ₹100 each fully paid-up at a premium of 5%; and 
— Capital redemption reserve arising as a result of redemption be utilised in allotting the un-issued shares of the 
company as fully paid equity shares of ₹10 each by way of bonus to its members. 
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Show journal entries for redemption of preference shares and issue of bonus shares.   5 Marks 
 
(b)Following are the balances appear in the trial balance of Arya Ltd. as at 31st March, 2018. 
Issued and Subscribed Capital:     ₹ 
10,000; 10% Preference Shares of ₹10 each fully paid. 1,00,000 
1,00,000 Equity Shares of ₹10 each, ₹8 paid up  8,00,000 
Reserves and Surplus: 
General Reserve       2,40,000 
Securities Premium (collected in cash)                                       25,000 
Profit and Loss Account      1,20,000 
On 1st April, 2018 the company has made final call @₹2 each on 1,00,000 Equity Shares. The call money was 
received by 15th April, 2018. Thereafter the company decided to issue bonus shares to equity shareholders at the 
rate of 1 share for every 5 shares held and for this purpose, it decided that there should be minimum reduction 
in the free reserves. Pass Journal entries.         5 Marks 
 
(c) “One of the characteristics of the financial statement is neutrality.” Do you agree with this statement? Explain 
in brief.              5 Marks 
 
(d)Omega company offers new shares of ` 100 each at 25% premium to existing shareholders on the basis one for 
five shares. The cum-right market price of a share is ` 200. You are required to calculate the (i) Ex-right value of a 
share; (ii) Value of a right share?                        5 Marks 
 
(e)A company had issued 40,000, 12% debentures of ₹100 each on 1st April, 2015. The debentures are due for 
redemption on 1st March, 2019. The terms of issue of debentures provided that they were redeemable at a 
premium of 5% and also conferred option to the debenture holders to convert 20% of their holdings into equity 
shares (nominal value ₹10) at a predetermined price of ₹15per share and the payment in cash. 50 debentures 
holders holding totally 5,000 debentures did not exercise the option. Calculate the number of equity shares to be 
allotted to the debenture holders and the amount to be paid in cash on redemption.           5 Marks 
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