
 

CA Inter Advance Accounts 
 Question pap er 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) (i) Explain the concept of ‘weighted average number of equity shares outstanding during the period’. 
State how would you compute, based on AS-20, the weighted average number of equity shares in the following 
case: 

No. of shares 
1st April, 2010  Balance of equity shares      7,20,000 
31st August, 2010  Equity shares issued for cash      2,40,000 
1st February, 2011  Equity shares bought back      1,20,000 
31st March, 2011  Balance of equity shares      8,40,000 
 
(ii) Compute adjusted earnings per share and basic EPS based on the following information: 
Net profit 2009-10          ₹7,20,000 
Net profit 2010-11          ₹24,00,000 
No. of equity shares outstanding until 31st December, 2010    8,00,000 
Bonus issue on 1st January, 2011, 2 equity shares for each equity share outstanding at 31st December, 2010. 
              5 Marks 
 
(b) Arjun Ltd. sold farm equipments through its dealersOne of the conditions at the time of sale is, payment of 
consideration in 14 days and in the event of delay interest is chargeable @ 15% per annum.  The Company has 
not realized interest from the dealers in the past. However, for the year ended 31.3.2011, it wants to recognise 
interest due on the balances due from dealers. The amount is ascertained at ₹9 lakhs.  Decide, whether the 
income by way of interest from dealers is eligible for recognition as per AS 9?    5 Marks 
 
(c)AB Ltd. launched a project for producing product X in October, 2009.  The Company incurred Rs. 20 lakhs 
towards Research & Development expenses upto 31st March, 2011.  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 
 
(d) An airline is required by law to overhaul its aircraft once in every five years. The pacific Airlines which 
operate aircrafts does not provide any provision as required by law in its final accounts. Discuss with reference 
to relevant Accounting Standard 29.          5 Marks 
 
Q.2 (a) The following was the summarized balance sheet of Mukta Ltd. as on 31st March, 2019: 
Equity & liability Rs. (in 

lakhs) 
Assets Rs. (in 

lakhs) 
Authorised Capital: 
Equity shares of Rs. 10 each 
Issued Capital 
Equity Shares of Rs.10 each Fully Paid 
Up 
10% Redeemable Preference Shares of 10 
each, Fully Paid Up 
Reserves & Surplus: 
Capital Redemption Reserve 
Securities Premium 

 
80,000 

 
64,000 

 
20,000 

 
8,000 
6,400 
48,000 

Fixed Assets 
Investments  
Cash at Bank 
Trade Receivables 

1,12,000 
24,000 
13,200 
66,000 

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


 

General Reserve 
Profit & Loss Account 
9% Debentures 
Trade Payables 

2,400 
40,000 
26,400 

2,15,200 2,15,200 
On 1st April,2019 the Company redeemed all its Preference Shares at a Premium of 10% and bought back 25% of 
its Equity Shares at Rs.20 per Share. In order to make Cash available, the Company sold all the Investments for 
Rs.25,200 Lakhs and raised a Bank Loan amounting to Rs.16,000 lakh on the Security of the Company's Plant.  
Give the necessary Journal Entries considering that the buy-back is authorised by the articles of company and 
necessary resolution is passed by the company for this. The amount of Securities premium will be utilized to the 
maximum extents allowed by law.                  10 Marks 
 
(b) A company went into liquidation on the 31st December, 1992, when the following Balance Sheet was 
prepared: 
Liabilities ₹ Assets ₹ 
19,500 shares of ₹10 each 1,95,000  Goodwill  50,000  
Sundry Creditors  Leasehold Property  48,000  
Preferential24,200   Plant & Machinery  65,500  
Partly Secured55,310   Stock  56,800  
Unsecured99,790  1,79,300  Sundry Debtors  64,820  
Bank Overdraft (Unsecured) 12,000  Cash  2,600  
  Profit & Loss A/c  98,580  
 3,86,300   3,86,300  
 
A Liquidator realized the assets as follows: 
 ₹ 
Leasehold property which was used in the first Instance to pay the partly secured 
creditors pro rata 

35,000.00  

Plant & Machinery 51,000.00  
Stock 39,000.00  
Sundry Debtors 58,000.00  
The expenses of liquidation amounted to ₹1,500 and the liquidator's remuneration was agreed at 2% on the all 
assets realized (excluding cash) and 2% on the amount paid to the unsecured creditor. 
You are required to prepare the Liquidator's Final Account showing the Distribution        10 Marks 
 
Q.3 (a) Green Limited had decided to reconstruct the balance sheet since it had accumulated huge losses. The 
following is the balance sheet of the Company on 31.03.2000 before reconstruction: 
Liabilities ₹ Assets ₹ 
Share Capital Authorized:  Fixed Assets:  
1,50,000 Equity shares of ₹ 50 each  75,00,000 Goodwill       20,00,000  
Subscribed and Paid up capital:  Building        10,00,000  
50,000 equity shares of ₹ 50 each       25,00,000  Plant       10,00,000  
1,00,000 Equity shares of ₹ 50 each ₹ 40 per share 
paid up 

      40,00,000  Computers       25,00,000  

Secured Loans:  Investments  NIL  
12% First Debentures         5,00,000  Current Assets  NIL  
12% Second Debentures       10,00,000  Profit & Loss A/c       20,00,000  
Current Liabilities:    
Sundry Creditors         5,00,000    
 85,00,000   85,00,000 
 
The following is the interest of Mr. X &Mr. Y in Green Ltd: 
Assets  Mr. X Mr. Y 
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₹ ₹ 
12% First Debenture 3,00,000  2,00,000  
12% Second Debenture         7,00,000         3,00,000  
Creditors 2,00,000   1,00,000  
       12,00,000         6,00,000  
Fully Paid up ₹ 50 Shares         3,00,000         2,00,000  
Partly Paid up Shares (₹ 40 paid up)         5,00,000         5,00,000  
 
The following scheme of reconstruction is approved by all parties interested and also by the court: 
(a) Uncalled capital is to be called up in full and such the other fully paid up shares be converted into equity 
shares of ₹ 20 each. 
(b) Mr. X is to cancel ₹ 7, 00,000 of his total debts (other than share amount) and to pay ₹ 2 lakh to the company & 
to receive new 14% First debenture for the balance. 
( c ) Mr. Y is to cancel ₹ 3,00,000 of his total debts (other than equity shares) and to accept new 10% First 
debenture for the balance. 
(d) The amount thus rendered available by the scheme shall be utilized in writing off of Goodwill, Profit & Loss 
account and the balance to write off the values of computers. 
You are required to draw the journal Entries to record the same & also show the balance sheet of the 
reconstructed co.                      15 Marks 
 
(b) On 1st April, 2018, XYZ Ltd., offered 150 shares to each of its 750 employees at ₹60 per share. The employees 
are given a year to accept the offer. The shares issued under the plan shall be subject to lock-in period on transfer 
for three years from the grant date. The market price of shares of the company on the grant date is ₹72 per share. 
Due to post-vesting restrictions on transfer, the fair value of shares issued under the plan is estimated at ₹67 per 
share.  
On 31st March, 2019, 600 employees accepted the offer and paid ₹60 per share purchased. Nominal value of each 
share is ₹10.  
You are required to record the issue of shares in the books of the XYZ Ltd., under the aforesaid plan.    5 Marks 
 
Q.4 (a)‘Thin’, ‘Short’ and ‘Fat’ were in Partnership sharing profits and losses in the ratio of 2:2:1. On 30th 
September, 2010 their Balance Sheet was as follows  
Liabilities ₹ Assets ₹ 
Capital Accounts:  Premises  50,000  
Thin   80,000   Fixtures  1,25,000  
Short  50,000   Plant  32,500  
Fat  20,000   1,50,000  Stock  43,200  
Current Accounts:  Debtors 54,780  
Thin   29,700     
Short  11,300     
Fat (Dr.) (14,500) 26,500    
Sundry Creditors 84,650    
Bank Overdraft 44,330    
  3,05,480   3,05,480  
‘Thin’ decides to retire on 30th September, 2010 and as ‘Fat’ appears to be short of private assets, ‘Short’ decides 
that he does not wish to take over Thin’s share of Partnership, so all three Partners decide to dissolve the 
Partnership with effect from 30th September, 2010. It then transpires that ‘Fat’ has no private assets whatsoever, 
The premises are sold for ₹60,000 and the plant for ₹1,07,500. The fixtures realize ₹20,000 and the stock is 
acquired by another firm at book value less 5%. Debtors realise ₹45,900. Realisation expenses amount to ₹4,500. 
The bank overdraft is discharged and the Creditors are also paid in full. 
You are required to write up the following ledger accounts in the Partnership books following the rules in 
Garner vs. Murray: 
(i) Realisation Account; 
(ii) Partners’ Current Accounts; 
(iii) Partners’ Capital Accounts showing the closing of the firm’s books.     10 Marks 
 
(b) The following information is furnished by ALFA Bank Ltd. 
       ₹ in Lakhs 
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Margins held against letter of credit   200 
Recurring accounts deposits    100 
Current accounts deposits     375 
Demand deposit      125 
Unclaimed deposit      75 
Gold deposit       235 
Demand liabilities portion of saving bank deposit  1325 
Time liabilities portion of saving bank deposit   722 
Explain CRR and you are required to calculate the amount of Cash Reserve Ratio (CRR) as per the 
direction of Reserve Bank of India.          5 Marks 
 
(c) Templeton Finance Ltd. is a non-banking finance company. The extracts of its balance sheet are given below: 
Liabilities Amount Assets Amount 
 ₹ in 000  ₹ in 000 
Paid-up equity capital 
Free reserves 
Loans 
Deposits 

100 
500 
400 
400 

Leased out assets 
Investment: 
In shares of subsidiaries and 
group companies 
In debentures of subsidiaries and 
group Companies 
Cash and bank balances 
Deferred expenditure 

800 
 
 

100 
100 

 
200 
200 

1,400 1,400 
You are required to compute 'Net owned Fund' of Templeton Finance Ltd. as per Non-Banking Financial 
Company - Systemically Important Non-Deposit taking Company and Deposit taking Company (Reserve Bank) 
Directions, 2016.            5 Marks 
 
Q.5 (a)Following are the abridged balance sheet of Harry Ltd. And Say Ltd. As on 31st March, 2009 : 

 Hary Ltd. (Rs.) Say Ltd. (Rs.) 
Equity share capital (Rs. 100 each) 10,00,000 4,00,000 
General reserve 1,00,000 1,70,000 
Profit and loss account 1,60,000 2,30,000 
Current liabilities 4,40,000 2,00,000 
 17,00,000 10,00,000 
Assets   
Fixed assets 4,80,000 2,50,000 
Investment in share of Say Ltd. 5,00,000 - 
Current assets 7,20,000 7,50,000 
 17,00,000 10,00,000 

Additional information : 
(i) On 1st July, 2008, Hary Ltd. Acquired 3,000 shares in Say Ltd. The reserves and surplus position of Say Ltd. 
As on 1st April, 2008 was as under : 
General reserve   Rs. 2,50,000 
Profit and loss a/c (Cr.)  Rs. 1,20,000 
(ii) On 1st Oct, 2008, Say Ltd. Issued one equity shares for every four shares held as bonus shares out of general 
reserve. No entry has been made in the books of Say Ltd., for issue of bonus shares. 
(iii) On 30th Sep, 2008, Say Ltd. Declared a dividend out or pre-acquisition profits @25% on Rs. 4,00,000, its 
capital on that date. Hary Ltd. credited the dividend to its profit and loss account. 
(iv) Say Ltd. Owned Hary Ltd. Rs. 50,000 for purchase of stock from Hary Ltd. The entire stock is held by Say 
Ltd. On 31st Mar, 2009. Hary Ltd. Made a profit of 25% on cost. 
Prepare a consolidated balance sheet of Hary Ltd. And the subsidiary Say Ltd. As on 31st March, 2009.  15 Marks 
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(b) Compute the amount of Provisions to be made in Profit and Loss Account of SG Bank for the year 
ending 31st March, 2019. 

Assets ₹ in Lakhs 
Standard 
(includes ₹1,000 lakhs to Commercial Real Estate- 
Residential Housing Sector CRE-RH) 
Sub-Standard Secured 
Sub-Standard Unsecured 
(includes ₹500 lakhs for infrastructure loans accounts 
where ESCROW accounts are available) 
Doubtful Advance Secured 

- Upto 1 year 
- 1 Year and Upto 3 Years 
- Above 3 years  
- Unsecured 

Loss Assets 

10,000 
 
 

5,000 
2,000 

 
 

 
1,000 
500 
200 
300 
500 

5 Marks 
 
Q.6 Answer any four from the following: 
(a)(i)Can preference shares be also issued with differential rights? Explain in brief.  
(ii) Explain the conditions under Companies (Share Capital and Debentures) Rules, 2014, to deal with equity 
shares with differential rights.           5 Marks 
 
(b)Anmol Bank Ltd. has a balance of ₹40 crores in “Rebate on bills discounted” account as on 31st March, 2018. 
The Bank provides you the following information:  
(i) During the financial year ending 31st March, 2019 Anmol Bank Ltd. discounted bills of exchange of ₹5,000 
crores charging interest @ 14% and the average period of discount being 146 days.  
(ii) Bills of exchange of ₹500 crores were due for realization from the acceptors/customers after 31st March, 2019. 
The average period of outstanding after 31st March, 2019 being 73 days. These bills of exchange of ₹500 crores 
were discounted charging interest @ 14% p.a.  
You are requested to give the necessary Journal Entries in the books of Anmol Bank Ltd. for the above 
transactions.             5 Marks 

 
 

(c) Classify the following into either operating or finance lease:  
(i) Present value (PV) of Minimum lease payment (MLP) = "X". Fair value of the asset is "Y".  
(ii) Economic life of the asset is 7 years, lease term is 6.5 years, but asset is not acquired at the end of the lease 
term;  
(iii) Economic life of the asset is 6 years, lease term is 2 years, but the asset is of special nature and has been 
procured only for use of the lessee.          5 Marks 
 
(d)Sarita Construction Co. obtained a contract for construction of a dam. The following details are available in 
records of company for the year ended 31st March, 2018:  
 Rs. In lakhs 
Total Contract Price 
Work Certified 
Work not Certified 
Estimated further cost to completion 
Progress payment received 
Progress payment to be received 

12,000 
6,250 
1,250 
8,750 
5,500 
1,500 

Applying the provisions of Accounting Standard 7 "Accounting for Construction Contracts" you are required to 
compute:  
(i) Profit/Loss for the year ended 31st March, 2018.  
(ii) Contract work in progress as at end of financial year 2017-18.  
(iii) Revenue to be recognized out of the total contract value.  
(iv) Amount due from/to customers as at the year end.        5 Marks 
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(e) A Ltd. is amalgamating with B Ltd. They are undecided on the method of accounting to be followed. You are 
required to advice the management of B ltd. on the method of accounting that can be adopted under AS 14.  
              5 Marks 
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