
 

CA Inter Advance Accounts
Question Paper Test 1  

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)M/s. XYZ Ltd. is in a dispute with a competitor company. The dispute is regarding alleged infringement 
of Copyrights. The competitor has filed a suit in the court of law seeking damages of ₹200 lacs.  
The Directors are of the view that the claim can be successfully resisted by the Company.  
How would the matter be dealt in the annual accounts of the Company in the light of AS 29? Explain in brief 
giving reasons for your answer.           5 Marks 
 
(b)K Ltd. launched a project for producing product X in October, 2018. The Company incurred ₹40 lakhs 
towards Research and Development expenses upto 31st March, 2019. Due to prevailing market conditions, the 
Management came to conclusion that the product cannot be manufactured and sold in the market for the next 10 
years. The Management hence wants to defer the expenditure write off to future years.  
Advise the Company as per the applicable Accounting Standard.                                                                   5 Marks 
 
(c) Given below are the following informations of B.S. Ltd.  
(i) Goods of ₹50,000 were sold on 18-03-2018 but at the request of the buyer these were delivered on 15-04-2018.  
(ii) On 13-01-2018 goods of ₹1,25,000 are sent on consignment basis of which 20% of the goods unsold are lying 
with the consignee as on 31-03-2018.  
(iii) ₹1,00,000 worth of goods were sold on approval basis on 01-12-2017. The period of approval was 3 months 
after which they were considered sold. Buyer sent approval for 75% goods up to 31-01-2018 and no approval or 
disapproval received for the remaining goods till 31-03-2018.  
You are required to advise the accountant of B.S. Ltd., with valid reasons, the amount to be recognized as 
revenue for the year ended 31st March, 2018 in above cases in the context of AS-9.   5 Marks 
 
(d) “While calculating diluted EPS, effect is given to all dilutive potential equity shares that were outstanding 
during the period.” Explain this statement in the light of relevant AS.  
Also calculate the diluted EPS from the following information:  
Net Profit for the current year (After Tax) 
No. of Equity shares outstanding 
No. of 10% Fully Convertible Debentures of ₹100 each 
(Each Debenture is compulsorily & fully convertible into 10 equity shares issued at the mid 
of the year) 
Debenture interest expense for the current year 
Assume applicable Income Tax rate @ 30% 

₹1,00,00,000 
10,00,000 
1,00,000 

 
 

₹5,00,000 

5 Marks 
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Q.2 (a)The following was the Balance Sheet of C Ltd. as on 31st March ,2019: 
Equity & Liabilities ₹ Lakhs Assets ₹ Lakhs 

Share Capital: 
Equity shares of ₹10 each Fully Paid Up 
10% Redeemable Pref. Shares of ₹10 
each Fully Paid Up 
Reserves & Surplus 
Capital Redemption Reserve  
Securities Premium 
General Reserve 
Profit & Loss Account 
Secured Loans: 
9% Debentures 
Current Liabilities: 
Trade payables 
Sundry Provisions 

 
8,000 
2,500 

 
 

1,000 
800 

6,000 
300 

 
5,000 

 
2,300 
1,000 

Fixed Assets 
Investments 
Cash at Bank 
Other Current Assets 
 

14,000 
2,350 
2,300 
8,250 

 
 
 
 
 
 
 
 
 
 

26,900 26,900 
On 1st April, 2019 the Company redeemed all its Preference Shares at a Premium of 10% and bought back 10% of 
its Equity Shares at ₹20 per Share. In order to make cash available, the Company sold all the Investments for ` 
2,500 lakhs.  
You are required to pass journal entries for the above and prepare the Company’s Balance sheet immediately 
after buyback of equity shares and redemption of preference shares.             10 Marks 
 
(b) M. Ltd. resolved on 31st December 2019 that the company be wound up voluntarily. The following was the 
trial balance extracted from its books as on that date:  
 Rs. Rs. 
Fixed Assets 
Inventory 
Book debts 
Cash in hand 
 
Profit and loss A/c 
1,000, 6% Preference Shares of ₹100 each, fully paid 
2,000 Equity shares of ₹100 each, fully paid 
2,000 Equity shares of ₹100 each ₹75 paid up 
Loan from bank (on security of stock) 
Trade Payables 

2,00,000 
1,20,000 
2,40,000 
40,000 

 
3,00,000 

 
 
 
 
 

 
 
 
 
 
 

1,00,000 
2,00,000 
1,50,000 
1,00,000 
3,50,000 

9,00,000 9,00,000 
The assets realized the following amounts (after all costs of realization and liquidator’s commission amounting 
to ` 5,000 paid out of cash in hand). 
 Rs. 
Fixed assets 
Inventory 
Trade Receivables 

1,68,000 
1,10,000 
2,30,000 

Calls on partly paid shares were made but the amounts due on 200 shares were found to be irrecoverable.  
You are required to prepare Liquidator’s Final Statement of Receipts and Payments.  10 Marks 
 
Q.3 (a) Platinum Limited has decided to reconstruct the Balance Sheet since it has accumulated huge losses. The 
following is the draft Balance Sheet of the company as on 31st March, 2019 before reconstruction:  

Liabilities Rs. Assets Rs. 
Share Capital 
50,000 shares of ₹50each fully paid up 
1,00,000 shares of ₹50each ₹40 paid up 
Capital Reserve 
8% Debentures of ₹100 each 
12% Debentures of ₹100 each 
Trade payables 

 
25,00,000 
40,00,000 
5,00,000 
4,00,000 
6,00,000 
12,40,000 

Goodwill 
Land & Building 
Machinery 
Computers 
Inventories 
Trade receivables 
Cash at Bank 

22,00,000 
42,70,000 
8,50,000 
5,20,000 
3,20,000 
10,90,000 
2,68,000 
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Outstanding Expenses 
Total 

10,60,000 Profit & Loss Account 
Total 

7,82,000 

1,03,00,000 1,03,00,000 
Following is the interest of Mr. Shiv and Mr. Ganesh in Platinum Limited:  

Mr. Shiv   Mr. Ganesh  
8% Debentures  3,00,000   1,00,000  
12% Debentures  4,00,000  2,00,000 
Total    7,00,000  3,00,000 
The following scheme of internal reconstruction was framed and implemented, as approved by the court and 
concerned parties:  
(1) Uncalled capital is to be called up in full and then all the shares to be converted into Equity Shares of ₹40 
each.  
(2) The existing shareholders agree to subscribe in cash, fully paid up equity shares of 40 each for ₹12,50,000.  
(3) Trade payables are given option of either to accept fully paid equity shares of ₹40 each for the amount due to 
them or to accept 70% of the amount due to them in cash in full settlement of their claim. Trade payables for 
₹7,50,000 accept equity shares and rest of them opted for cash towards full and final settlement of their claim.  
(4) Mr. Shiv agrees to cancel debentures amounting to ₹2,00,000 out of total debentures due to him and agree to 
accept 15% Debentures for the balance amount due. He also agrees to subscribe further 15% Debentures in cash 
amounting to ₹1,00,000.  
(5) Mr. Ganesh agrees to cancel debentures amounting to ₹50,000 out of total debentures due to him and agree to 
accept 15% Debentures for the balance amount due.  
(6) Land & Building to be revalued at ₹51,84,000, Machinery at ₹7,20,000, Computers at ` 4,00,000, Inventories at 
₹3,50,000 and Trade receivables at 10% less to as they are appearing in Balance Sheet as above.  
(7) Outstanding Expenses are fully paid in cash.  
(8) Goodwill and Profit & Loss A/c will be written off and balance, if any, of Capital Reduction A/c will be 
adjusted against Capital Reserve.  
You are required to pass necessary Journal Entries for all the above transactions and draft the company's Balance 
Sheet immediately after the reconstruction.                    15 Marks 
 
(b) Suvidhi Ltd. offered 50 shares to each of its 1500 employees on 1st April 2017 for ₹30. Option would be 
exercisable within a year it is vested. The shares issued under the plan shall be subject to lock-in on transfer for 
three years from the grant date. The market price of shares of the company is ₹50 per share on grant date. Due to 
post vesting restrictions on transfer, the fair value of shares issued under the plan is estimated at ₹38 per share.  
On 31st March, 2018,1200 employees accepted the offer and paid ₹30 per share purchased. Nominal value of 
each share is ₹10.  
Record the issue of shares in the books of the company under the aforesaid plan.     5 Marks 
 
Q.4 (a) The following is the Balance Sheet of M/s. Pratham and Kaushal as on 31st March, 2019:  

Liabilities Rs. Assets Rs. 
Capital Accounts: 
Pratham 
Kaushal 
Reserves 
Loan Account of Kaushal 
Creditors 

 
50,000 
30,000 
20,000 
15,000 
40,000 

Machinery 
Furniture 
Investments (non-trading) 
Stock 
Debtors 
Cash 

54,000 
5,000 
50,000 
20,000 
21,000 
5,000 

1,55,000 1,55,000 
It was agreed that Mr. Rohan is to be admitted for a fourth share in the future profits from 1 st April, 2019. He is 
required to contribute cash towards goodwill and ₹15,000 towards capital.  
The following further information is furnished:  
(a) Pratham&Kaushal share the profits in the ratio 3 : 2.  
(b) Pratham was receiving salary of ₹750 p.m. from the very inception of the firm in 2012 in addition to share of 
profit. 
(c) The future profit ratio between Pratham, Kaushal& Rohan will be 2:1:1. Pratham will not get any salary after 
the admission of Rohan.  
(d) It was agreed that the value of goodwill of the firm shall be determined on the basis of 3 years’ purchase of 
the average profits from business of the last 5 years. The particulars of the profits are as under: 
Year ended  Profit/(Loss)  
31st March, 2015  25,000  
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31st March, 2016  12,500  
31st March, 2017  (2,500)  
31st March, 2018  35,000  
31st March, 2019  30,000 
The above Profits and Losses are after charging the Salary of Pratham. The Profit of the year ended 31st March, 
2015 included an extraneous profit of ` 40,000 and the loss for the year ended 31st March, 2017 was on account of 
loss by strike to the extent of ₹20,000. 
(e) The cash trading profit for the year ended 31st March, 2020 was₹50,000 before depreciation.  
(f) The partners had drawn each ₹1,000 p.m. as drawings.  
(g) The value of other assets and liabilities as on 31st March, 2020 were as under: 

Rs. 
Machinery (before depreciation)  60,000  
Furniture (before depreciation)  10,000  
Investment     50,000  
Stock      15,000  
Debtors     30,000  
Creditors     20,000 
(h) Provide depreciation @ 10% on Machinery and @ 5% on Furniture on the Closing Balance and interest is 
accumulated @ 6% on Kaushal’s loan. The loan along with interest would be repaid within next 12 months.  
(i) Investments (non -trading) are held from inception of the firm and interest is received @ 10% p.a.  
(j) The partners applied for conversion of the firm into Karma Ltd., a Private Limited Company. Certificate was 
received on 1st April, 2020. They decided to convert Capital Accounts of the partners into share capital in the 
ratio of 2:1:1 on the basis ofa total Capital as on 31st March, 2020. If necessary, partners have to subscribe to fresh 
capital or withdraw. 
Prepare the Profit and Loss Account of the firm for the year ended 31st March, 2020 and the Balance Sheet of the 
Company on 1st April, 2020.                     15 Marks 
 
(b) As on 31st December, 1985 the books of the Hercules Bank, include among others, the following balances: 
Rebate on bills discounted (1-1-1985)   ₹3,20,000 
Discount Received              ₹46,00,000 
Bills Discounted & Purchased          ₹315,47,000 
Bills for Collection              ₹12,00,000 
 
Throughout 1985, the Bank's rate for discounting has been 18% and the rate of commission on bills for collection, 
4%. On Investigation and analysis, the average due date for the bills discounted and purchased is calculated as 
14th February, 1986 and that for bill for collection as 15th January, 1986. 
Show the calculation of the amount to be credited to the bank's profit and loss Account under discount earned 
for the year 1985. Show also the Journal entries required to adjust the above mentioned accounts.           5 Marks 
 
 
Q.5 (a)The Profit and Loss Accounts of A Ltd. and its subsidiary B Ltd. for the year ended 31st March, 2018 are 
given below: 

₹in Lakhs 
Incomes A Ltd. B Ltd. 
Sales and other income 
Increase in Inventory 
Total 
Expenses  
Raw material consumed 
Wages and Salaries 
Production expenses 
Administrative expenses 
Selling and distribution expenses 
Interest 
Depreciation  
Total 
Profit before tax 
Provision for tax 

7,500 
1,500 
9,000 

 
1,200 
1,200 
300 
300 
300 
150 
150 

3,600 
5,400 
1,800 

1,500 
300 

1,800 
 

300 
225 
150 
150 
75 
75 
75 

1,050 
750 
300 
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Profit after tax 
Dividend paid 
Balance of Profit 

3,600 
1,800 
1,800 

450 
225 
225 

The following information is also given:  
(i)A Ltd sold goods of ₹180 Lakhs to B Ltd at cost plus 25%. (1/6 of such goods were still in inventory of B Ltd at 
the end of the year)  
(ii) Administrative expenses of B Ltd include ₹8 Lakhs paid to A Ltd as consultancy fees.  
(iii) Selling and distribution expenses of A Ltd include ₹15 Lakhs paid to B Ltd as commission.  
(iv) A Ltd holds 72% of the Equity Capital of B Ltd. The Equity Capital of B Ltd prior to 2016-17 is ₹1,500 Lakhs  
Prepare a consolidated Profit and Loss Account for the year ended 31st March, 2018.   10 Marks 
 
(b) The following are the figures extracted from the books of National Bank Limited as on 31-3-2018. 

 ₹ 
Interest and discount received 
Interest paid on deposits  
Issued and subscribed capital 
Salaries and allowances 
Directors fee and allowances  
Rent and taxes paid  
Postage and telegrams 
Statutory reserve fund 
Commission, Exchange and Brokerage 
Rent received 
Profit on sales of investments 
Depreciation on bank’s properties  
Statutory expenses 
Preliminary expenses 
Auditor’s fee 

59,29,180 
32,59,920 
16,00,000 
3,20,000 

48,000 
1,44,000 

96,460 
12,80,000 
3,04,000 
1,04,000 
3,20,000 

48,000 
44,000 
40,000 
28,000 

The following further information is given:  
(i) A customer to whom a sum of ₹16 lakhs has been advanced has become insolvent and it is expected only 40% 
can be recovered from his estate. 
(ii)There were also other debts for which a provision of ₹2,10,000 was found necessary by the auditors. 
(iii)Rebate on bills discounted on 31-3-2017 was ₹19,000 and on 31-3-2018 was ₹25,000. 
(iv)Preliminary expenses are to be fully written off during the year. 
(v) Provide ₹9,00,000 for income-tax.   
(iv) Profit and loss account opening balance was Nil as on 31-3-2017. 
(vii) The directors desire to declare 10% dividend after transfer of 25% of the year’s profit to statutory reserve.  
You are required to prepare profit & loss Account of the National Bank Ltd. with all the necessary schedules for 
the year ended 31st March 2018. Ignore figures for the Previous year and corporate dividend tax.           10 Marks
      
Q.6 Answer any Four from following : 
(a)LK Finance Ltd. is a non-banking financial company. It provides you with the following information 
regarding its outstanding amount, ₹400 lakhs of which installments are overdue on 400 accounts for last two 
months (amount overdue ₹80 lakhs), on 24 accounts for three months (amount overdue ₹48 Iakhs), on 10 
accounts for more than 30 months (amount overdue ₹40 lakhs) and on 4 accounts for more than three years 
(amount over due ₹40 lakhs-already identified as sub-standard assets) and one account of ₹20 lakhs which has 
been identified as non-recoverable by the management. Out of 10 accounts overdue for more than 30 months, 6 
accounts are already identified as sub-standard (amount ₹12 lakhs) for more than fourteen months and other are 
identified as substandard asset for a period of less than fourteen months.  
Classify the assets of the company in line with Non-Banking Financial Company - Systemically Important Non-
Deposit taking Company and Deposit taking Company (Reserve Bank) Directions, 2016.   5 Marks 
 
(b)Explain the conditions under Companies (Share Capital and Debentures) Rules, 2014, to deal with equity 
shares with differential rights.          5 Marks 
 
(c) Differentiate on ordinary partnership firm with an LLP (Limited Liability Partnership) in respect of the 
following:  
(1) Applicable Law  
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(2) Number of Partners  
(3) Ownership of Assets  
(4) Liability of Partners/Members          5 Marks 
 
(d)Aksat International Limited has given a machinery on lease for 36 months, and its useful life is 60 months. 
Cost & fair market value of the machinery is ₹5,00,000. The amount will be paid in 3 equal annual installments 
and the lessee will return the machinery to lessor at termination of lease. The unguaranteed residual value at the 
end of 3 years is ₹50,000. IRR of investment is 10% and present value of annuity factor of ₹1 due at the end of 3 
years at 10% IRR is 2.4868 and present value of ₹1 due at the end of 3rd year at 10% IRR is 0.7513.  
You are required to comment with reason whether the lease constitute finance lease or operating lease. If it is 
finance lease, calculate unearned finance income.         5 Marks 
 
(e) While closing its books of account on 31st March, 2019 a Non-Banking Finance Company has its advances 
classified as follows:  
 Rs. In lakhs 
Sub-standard assets 
Secured portions of doubtful debts: 
 Up to one year 
 one year to three years 
 more than three years 
Unsecured portions of doubtful debts 
Loss assets 

2,680 
 

640 
180 
60 
194 
96 

You are required to calculate the amount of provision, which must be made against the above advances as per 
the Non-Banking Financial Company – Non-Systemically Important Non-Deposit taking Company (Reserve 
Bank) Directions 2016.           5 Marks 
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