
 

CA Inter Advance Accounts 
Question Pa er Test 2 

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)From the following information, you are required to compute Basic and Diluted Earnings Per Share (EPS) 
of M/s. XYZ Limited for the year ended 31st March, 2019:  
Net Profit for the year after tax:    ₹75,00,000 
Number of Equity Shares of ₹10 each outstanding:   10,00,000 
1,00,000, 8% Convertible Debentures of ₹100 each were issued by the Company at the beginning of the year. 
1,10,000 Equity Shares were supposed to be issued on conversion. Consider rate of Income Tax as 30%.5 Marks 
 
(b)The following information of Meghna Ltd. is provided:  
(i) Goods of ₹60,000 were sold on 20-3-2019 but at the request of the buyer these were delivered on 10-4-2019.  
(ii) On 15-1-2019 goods of ₹1,50,000 were sent on consignment basis of which 20% of the goods unsold are lying 
with the consignee as on 31-3-2019.  
(iii) ₹1,20,000 worth of goods were sold on approval basis on 1-12-2018. The period of approval was 3 months 
after which they were considered sold. Buyer sent approval for 75% goods up to 31-1-2019 and no approval or 
disapproval received for the remaining goods till 31-3-2019.  
(iv) Apart from the above, the company has made cash sales of ₹7,80,000 (gross). Trade discount of 5% was 
allowed on the cash sales.  
You are required to advise the accountant of Meghna Ltd., with valid reasons, the amount to be recognized as 
revenue in above cases in the context of AS-9.         5 Marks 
 
(c)A company acquired patent right for ₹1200 lakhs. The product life cycle has been estimated to be 5 years and 
the amortization was decided in the ratio of estimated future cash flows which are as under: 

Year 1 2 3 4 5 
Estimated future cash flows  
(₹ in lakhs) 

600 600 600 300 300 

After 3rd year, it was ascertained that the patent would have an estimated balance future life of 3 years and the 
estimated cash flow after 5th year is expected to be ` 150 lakhs. You are required to determine the amortization 
pattern under Accounting Standard 26.           5 Marks 
 
(d)With reference to AS 29, how would you deal with the following in the annual accounts of the company at the 
Balance Sheet dates: 
(i) An organization operates an offshore oilfield where its licensing agreement requires it to remove the oil rig at 
the end of production and restore the seabed. Ninety percent of the eventual costs relate to the removal of the oil 
rig and restoration of damage caused by building it, and ten percent arise through the extraction of oil. At the 
balance sheet date, the rig has been constructed but no oil has been extracted. 
(ii) During 2018-19 Ace Ltd. gives a guarantee of certain borrowings of Brew Ltd., whose financial condition at 
that time is sound. During 2019-20, the financial condition of Brew Ltd. deteriorates and on 31st Dec. 2019, it 
goes into liquidation. (Balance Sheet date 31-3-19).        5 Marks 
 
Q.2 (a) A and B were carrying on business sharing profits and losses equally. The firm’s Balance Sheet as at 
31.12.2009 was: 
Liabilities  ₹ Assets  ₹ 
Sundry Creditors  60,000  Stock   60,000  
Bank overdraft  35,000  Machinery   1,50,000  
Capital A/cs:   Debtors  70,000  
 A 1,40,000   Joint Life Policy   9,000  

p
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 B 1,30,000   2,70,000  Leasehold Premises   34,000  
   Profit & Loss A/c   26,000  
   Drawings Accounts:    
    A 10,000   
    B 6,000  16,000  
   3,65,000    3,65,000  

The business was carried on till 30.6.2010. The Partners withdrew in equal amounts half the amount of profits 
made during the period of six months after charging depreciation at 10% p.a. on machinery and after writing off 
5% on leasehold premises. In the half year, sundry Creditors were reduced by ₹10,000 and bank overdraft by 
₹15,000. On 30.6.2010, stock was valued at ₹75,000 and Debtors at ₹60,000; the Joint Life Policy had been 
surrendered for ₹9,000 before 30.6.2010 and other items remained the same as at 31.12.2009. 
On 30.6.2010, the firm sold the business to a Limited Company. The value of goodwill was fixed at ₹1,00,000 and 
the rest of the assets were valued on the basis of the Balance Sheet as at 30.6.2010.The company paid the 
purchase consideration in Equity Shares of ₹10 each.  
You are required to prepare: (a) Balance Sheet of the firm as at 30.6.2010; (b) The Realisation Account; (c) 
Partners’ Capital Accounts showing the final settlement between them. 
 
(b) The following is the summarized Balance Sheet of Shah Ltd. Co. which is in the hands of the liquidator:  

Balance Sheet as at 31.3.2017 
Liabilities Rs. Assets Rs. 
Share Capital: 
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 

 
1,00,000 

 
2,00,000 

 
1,50,000 

 
1,00,000 
3,50,000 

Fixed assets 
Inventory 
Book debts 
Cash in hand 
Profit and loss A/c 

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

3,00,000 
 
 
 
 

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.  5 Marks 
 
Q.3 (a)The Balance Sheet of Lion Limited as on 31-03-2018 is given below:  
Particulars Note No. Amount 

(₹ in lakh) 
Equity & Liabilities 
Shareholders' Funds 
Shares’ Capital 
Reserves & Surplus 
Non-Current Liabilities  
Long term Borrowings 
Current Liabilities  
Trade Payables 
Other Liabilities 
Total 

 
 
1 
2 
 
3 
 
4 
5 
 

 
 

1,400 
(522) 

 
700 

 
102 
24 

1704 
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Assets  
Non-Current Assets  
Property, Plant & Equipment 
Tangible Assets 
Current Assets 
Current Investments 
Inventories 
Trade Receivables 
Cash & Cash Equivalents 
Total 

 
 
 
6 
 
7 
8 
9 
10 

 

 
 
 

750 
 

200 
300 
450 

4 
1704 

Notes to Accounts: 
 Rs. In Lakhs 
(1) Share Capital 
Authorised :  
200 lakh shares of ₹10 each 
8 lakh, 8% Preference Shares of ₹100 each 
 
Issued, Subscribed and paid up: 
100 lakh Equity Shares of ₹10 each, full paid up 
4 lakh 8% Preference Shares of ₹100 each, fully paid up 

Total 
(2) Reserves and Surplus 
Debit balance of Profit & Loss A/c 
(3) Long Term Borrowings 
6% Debentures (Secured by Freehold Property) 
Directors’ Loan 
 
(4) Trade Payables  
Trade payables for Goods 
(5) Other Current Liabilities  
Interest Accrued and Due on 6% Debentures 
(6) Tangible Assets 
Freehold Property 
Plant & Machinery 
 
(7) Current Investment  
Investment in Equity Instruments 
(8) Inventories  
Finished Goods 
(9) Trade Receivables 
Trade receivables for Goods 
(10) Cash and Cash Equivalents  
Balance with Bank 

 
 

2,000 
800 

2,800 
 

1,000 
400 
1400 

 
(522) 

 
400 
300 
700 

 
102 

 
24 

 
550 
200 
750 

 
200 

 
300 

 
450 

 
4 

The Board of Directors of the company decided upon the following scheme of reconstruction with the consent of 
respective shareholders:  
(1) Preference Shares are to be written down to ₹80 each and Equity Shares to ₹2 each.  
(2) Preference Shares Dividend in arrears for 3 years to be waived by 2/3rd and for balance 1/3rd, Equity Shares 
of ₹2 each to be allotted.  
(3) Debenture holders agreed to take one Freehold Property at its book value of ₹300 lakh in part payment of 
their holding. Balance Debentures to remain as liability of the company.  
(4) Interest accrued and due on Debentures to be paid in cash.  
(5) Remaining Freehold Property to be valued at ₹400 lakh.  
(6) All investments sold out for ₹250 lakh.  
(7) 70% of Directors' loan to be waived and for the balance, Equity Shares of ₹2 each to be allowed.  
(8) 40% of Trade receivables and 80% of Inventories to be written off.  
(9) Company's contractual commitments amounting to ₹600 lakh have been settled by paying 5% penalty of 
contract value. You are required to:  
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(a) Pass Journal Entries for all the transactions related to internal reconstruction;  
(b) Prepare Reconstruction Account; and  
(c) Prepare notes on Share Capital and Tangible Assets to Balance Sheet, immediately after the implementation 
of scheme of internal reconstruction.         15 Marks 
 
(b) Kaushal Ltd. has its share capital divided into equity shares of ₹10 each. On 1.1.2020 it granted 5,000 
employee stock options at ₹30 per share, when the market price was ₹50 per share. The options were to be 
exercised till the month of March, 2020. The employees exercised their options for 3,600 shares only and the 
remaining options lapsed. Show Journal entries (with narration) as would appear in the books of the company 
for themonth of March, 2020 relating to ESOPs as the company closes its books on 31st March every year.5Marks 
 
 
Q.4 (a) From the following information prepare the Profit & Loss A/c of Indus Bank Ltd. for the year ending 31st 
March 2018. Also give necessary schedules. 
 Particulars        Figures in ‘000 
 Interest earned on term loans      2,550 
 Interest earned on term loans classified as NPA    731 
 Interest received on term loans classified as NPA   238 
 Interest on cash credits and overdrafts    5,663 
 Interest earned but not received on cash credit and  
 overdrafts treated as NPA      923 
 Interest on deposits       4,120 
 Commission         201 
 Profit on sale of investments      1,876 
 Profit on revaluation of investments      342 
 Income from Investments       2,174 
 Payments to and provision for employees    2,745 
 Rent, Taxes and Lightning      385 
 Printing and Stationery      62 
 Directors’ fees, allowances and expenses    313 
 Repairs and Maintenance      56 
 Depreciation on Bank’s property     99 
 Insurance        43 
Other Information:  
Make necessary provision on Risk Assets: 
 Particulars       Figures in ‘000 
 Standard       4,700 
 Sub-standard       1,900 
 Doubtful Assets not covered by security    400 
 Doubtful Assets covered by security for 1 year  40 
 Loss Assets        300 
 Investments        3,600 
Bank Should not keep more than 25% of its investments as ‘held for maturity’ investment. The market value of 
its best 75% investment is ₹1,875 as on 31st March, 2018.              10 Marks 
 
(b) 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.       10 Marks 
 
Q.5 (a) From the following summarized balance sheets of Kedar Ltd. and its subsidiary Vijay Ltd. drawn up at 
31st March, 2019, prepare a consolidated balance sheet as at that date, having regard to the following: 
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(i) Reserves and Profit and Loss Account of Vijay Ltd. stood at ₹62,500 and ₹37,500 respectively on the date of 
acquisition of its 80% shares by Kedar Ltd. on 1st April, 2018.  
(ii) Machinery (Book-value ₹2,50,000) and Furniture (Book value ₹50,000) of Vijay Ltd. were revalued at ₹3,75,000 
and ₹37,500 respectively on 1st April, 2018 for the purpose of fixing the price of its shares. [Rates of depreciation 
computed on the basis of useful lives: Machinery 10%, Furniture 15%.] 

Summarised Balance Sheet of Kedar Ltd. and Vijay Ltd. as on 31st March, 2019 
Liabilities Kedar Ltd. Vijay Ltd. Assets Kedar Ltd. Vijay Ltd. 

 Rs. Rs.  Rs. Rs. 
Equity and Liabilities 
Shareholders’ funds 
Share Capital 
Shares of ₹100 each 
Reserves 
Profit and Loss Account 
Trade Payables 

 
 
 

15,00,000 
5,00,000 
2,50,000 
3,75,000 

 
 

 
 
 

2,50,000 
1,87,500 
62,500 

1,42,500 
 
 

Non-current assets 
Fixed assets 
Machinery  
Furniture 
Other noncurrent assets 
Non-current 
Investments 
Shares in Vijay Ltd.: 
2,000 shares at₹200 each 

 
 

7,50,000 
3,75,000 
11,00,000 

 
 

4,00,000 
 

 
 

2,25,000 
42,500 

3,75,000 
 
 
- 
 

26,25,000 6,42,500 26,25,000 6,42,500 
              10 Marks 

 
(b) Alpha Ltd. furnishes the following summarized Balance Sheet as at 31st March, 2017:  
 ₹ in lakhs ₹ in lakhs 
Equity and Liabilities  
Shareholders’ Funds 
Equity Share Capital  
(Fully paid up shares of ₹10 each) 
Reserves and Surplus 
Securities Premium 
General Reserve  
Capital Redemption Reserve 
Profit & Loss Account 
Non-Current Liabilities 
12% Debentures  
Current Liabilities 
Trade Payables  
Other Current Liabilities  
                              Total 
Assets 
Non-Current Assets  
Fixed Assets  
Current Assets  
Current Investments 
Inventories  
Trade Receivables  
Cash and Bank  
                         Total  

 
 
 
 
 

350 
530 
400 
340 

 
 
 

1,490 
390 

 
 

 
 
 

148 
1,200 
520 

1,480 
 

 
 

2,400 
 
 
 
 
 

1,620 
 

1,500 
 
 

1,880 
7,400 

 
 

4,052  
 
 
 
 

3,348 
7,400 

(i) On 1st April, 2017, the company announced buy-back of 25% of its equity shares @₹15 per share. For this 
purpose, it sold all its investment for ₹150 lakhs.  

(ii) On 10thApril, 2017 the company achieved the target of buy-back. 
(ii) On 30th April, 2017, the company issued one fully paid up equity share of ₹10 each by way of bonus for 
every four equity shares held by the equity shareholders by capitalization of Capital Redemption Reserve. 

You are required to pass necessary journal entries and prepare the Balance Sheet of Alpha Ltd. after bonus issue.  
                                                                       10 Marks 
 
 
Q.6 Answer any 4 of the following: 
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(a) Choti Ltd. is absorbed by Moti Ltd. The following are the Balance Sheet of both the Companies as on 31st 
March, 2018: 
 Choti Ltd. Moti Ltd. 
 ₹ ₹ ₹ ₹ 
I. EQUITY AND LIABILITIES 
   (1) Shareholder’s Funds 
        (a) Share Capital: 
              Equity Share Capital of ₹100 each, fully paid up 
        (b) Reserves and Surplus: 
              General Reserve 
              Statement of Profit & Loss 
   (2) Current Liabilities: 
         Sundry Creditors 

 
 
 
 
 

9,50,000 
2,00,000 

 
 

 
 
 

5,00,000 
 
 

11,50,000 
 

2,00,000 

 
 
 
 
 

19,00,000 
5,00,000 

 
 

50,00,000 
 
 
 

24,00,000 
 

1,80,000 
Total  18,50,000  75,80,000 
II. ASSETS 
   (1) Non-Current Assets: 
         Tangible Assets 
   (2) Current Assets 

  
 

10,00,000 
8,50,000 

  
 

50,00,000 
25,80,000 

                                                                                Total  18,50,000  75,80,000 
It was mutually decided by companies that holder of every three shares of Choti Ltd. will be given six shares of 
Moti Ltd. plus as much cash as is necessary to adjust the rights of shareholders of both the companies, in 
accordance with the intrinsic value of shares as per respective balance sheets. Calculate amount of purchase 
consideration and show, how it will be discharged.               5 Marks 
 
(b) E, F, G and H hold Equity Capital in Alpha Co. in the proportion of 30:30:20:20. S, T,U and V hold preference 
share capital in the proportion of 40:30:10:20. If the paid up capital of the company is ₹120 Lakh and Preference 
share capital is ₹60 Lakh, You are required to calculate their voting rights in case of resolution of winding up of 
the company.               5 Marks 
 
(c)Explain the provisions related with liability of Limited Liability Partnership (LLP) and its partners as per LLP 
Act, 2008.              5 Marks 
 
(d)Sun Limited wishes to obtain a machine costing ₹30 lakhs by way of lease. The effective life of the machine is 
14 years, but the company requires it only for the first 3 years. It enters into an agreement with Star Ltd., for a 
lease rental for ₹3 lakhs p.a. payable in arrears and the implicit rate of interest is 15%. The chief accountant of 
Suraj Limited is not sure about the treatment of these lease rentals and seeks your advice. (use annuity factor at 
@ 15% for 3 years as 3.36)            5 Marks 
 
(e)Write the List which should accompany the Statement of Affairs, in case of a winding up by the court.  
              5 Marks 
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