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B.Com. (Sernester - Vl) (Repeat) Examination. Cctober 201 3

ADVANCED ACCOUNTING - II

Major - 'l : Financial Accounting, Auditing and Taxation

Duration " 2 Hours

lnstructions :1) Question No.I is compulsory.
2) Attempt any three questions from the remaining.
3) Each question carries 20 marks.
4) Working notes required wherever necessary.

1. Rohan Ltd. has an Authorize capital of 50,000, Equity shares of Rs. 10/- each, and
25,000, B% redeemable preference shares of Rs. 10/- each. The following balance
appear in the books of the company as on 31-03-2012.

Total Marks:80

Amount Credit balances Amount
(Rs.) (Rs.)

2,50,000 Profit and Loss Account 75,000
(1-4-2011)

Debit balances

Plant and Machinery
(1-4-201 1)

Furniture (1-4-2011) 1,25,000

I\ Debtors 4l ,5oo

Bills receivable 21,500

Share Suspense Account 1,32,000

Debenture Interest 10,500

Investment 55,000

Additions to plant and rnachinery 50,000 Provision for tax (2010-1 1) 22,000
(1-4-2011)

B% Redeemable
Preference Shares

Security Prenrium

General Reserve

7o/"Debentures

Bank loan (secured)

Interest on Investment
(TDS of Rs. 1,000/-)

Creditors

1,20,000

20,000

1,50,000

1,50,000

85,000

9,000

12,500lnterest on Bank loan 8,500

P.T,O.
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Advance Tax (20.1 1-12) 15,600 Bills payable 18,800

Purchase 4,48,000 Aclvatlt;tt:; i 2,000

Stock (1-4-201 i ) 58,600 Equity slt;trc r:;tlrilal

(Rs 10/- r:lr;lt) 3,00,000

Calls in Arrears (Rs.2t per share)10,000 Sales 8,00,000

Wages 58,800

Office salary 62,000 
,l

Selling expenses 18,800 ( l

Generalexpenses 2B,7OO

Preliminary expenses 3,800

Deposits with custom authorities 76,000

Free-hold building 3,00,000

17,74,300 17,74340

Other information :

a) B% Redeemable Preference Share were redeemed on 25t' March 20'12. No

effect has been given in the books- The preference sharcs were paid at -10%

premium. The amount paid to shareholders debited to share suspense

account. (

b) lncome tax assessment for the F.Y. 2010-1 t has been completed on

1s March 2012 for a gross demand of Rs- 24,0001-.

c) Provision for taxation to be made at Rs. 20,000/- for the current year.

d) Provide depreciation on plant and machinery and furniture @ 10%p.a'

e) Closing stock was valued at Rs. 25,000/-.

Prepare only Profit and Loss fuc in the verticalformat along with schedules

forming the part of Balance sheet and Profit and Loss Account'
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2. X & Co. Ltd. absorbed the business of Y & Co. Ltd. as a going concern as at
31-3-2012. The Assets and Liabiiities of the latter company on that date being
as under:

Liabilities Arnount Assets Amount

(Rs.) (Rs.)

Equity Share Capital Goodwill 50,000

(30,000 equity share of Rs.10i- each Land and building 2,00,000

fully paid) 3,00,000 Plant and Machinery 1,00,000

11.5"/" preference share Sundry debtors 50,000

(1 000 share of Rs.1 00/- Closing stock 30,000

each fully paid) 1,00,000 Cash at Bank 35,000

Sundry creditors 30,000 Preliminary expenses 5,000

Bills payable 50,000 ProfiVloss Account 10,000

4,80,000 4,80,000

The terms of agreement were as under:

a) That, for every 10 Equity share of Y & Co. Ltd., X & Co. Ltd., issued 12 fully
paid Equity Share of Rs. 10/- each and paid Rs. 10/- in cash.

b) That, the preference share holders of Y & Co. were paid at a premium of 5'/"
by the issue of 12% preference share of X & Co. Ltd.

c) That, all the Assets and Liabilities were taken over except cash to the extent
of Rs. 3,000/- which was left for meeting realisation expenses.

d) That, Plant and Machinery were revalued at Rs.1 ,83,000/- Other Assets and
Liabilities remaining at their book value.

You are required to prepare in the book of Y & Co. Ltd.

i) Realisation Account

ii) Equity Share holders Account

iii) 11.5% preference share holders account and

iv) Balance Sheet in the books of X & Co. Ltd. after absorption.
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3. The business of KF Ltd. was being carried on r;or-rtrrtti()tt:;ly ltt ltlsses. The

following is the extract from the Balance sheet o{ tht: (;orlrl)rtrry ;ts on 31 Bl2A12' n

Liabilities

Equity share caPital

(Rs.10/- each fullY Paid)

9olo cumulative preference shares

(Rs. 10/- each fullY Paid)

Security premium

Unsecured loan

Sundry creditors

Outstanding ExPenses

(including Directors

Remuneration Rs. 20,000)

Amount Assets
(Rs.)

5,00,000

2,00,000

80,000

1,00,000

3,00,000

80,000

12.60.000

GoocJwill 40,000

Plant 3,60,000

Furniture 40,000

Debtors 4,00,000

Stock 1,00,000

Bank 1,00,000

PreliminaryExPenses 20,000

ProfiVloss Account 2,00,000

12,60,000

Amount
(Rs.)

( 
. 

,t.,,-

Note : Dividend on cumurative preference share are in arrears for the last 3 years.

The following scheme of reconstruction has been agreed upon and duly approved

by the court.

a) Equity shares to be reduced into 50,000, Equity shares of Rs'2/- each tully

paid up.

b) Preference share holders agree to forgo their right to arrears of dividend in

consideration of which tneir-9% preference shares are to be converted into (
equal number of 10% preference shares'

c) sundry creditors agree to reduce their claim to one{ifth in consideration of

their g-etting equity shares of Rs.2/- each for balance.

Assets are to be reduced as under: Goodwill-fully; Furniture by Rs.6,000/-

plant by Rs.50,000/-, sundry debtors Rs.10,000/- stock by Rs'20,000/-'

Expenses of Reconstruction amounted to Rs'2,000/-'

Profit and Loss Account and Preliminary Expenses are written off'

Further, 1,00,000 Equity shares of Rs'2/- each were issued to the existing

members for increasing tfre working capital. The issue was fully subscribed

and paid up. The Authorize capitalwas suitably increased.

Pass the necessary Journal entries in the book of K'F'Ltd' Also prepare Capital

Reduction fuc and Balance sheet after reconstruction.

€r

,d)

e)

f)

s)
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4. N) Big Toys Ltd. provide you with tl-re foliowing information relating to the
n financial year ending on 31 13/2012. Prepare its Balance Sheet in verlical

format aiong with necessary schedules.

Balanceon 1-4-2011

S.Capitat (lssued and subscribed) u,uo,fi"o
ProfiVloss appropriation A/c 30,000 (Credit balance)

srD - 0s
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Plant and Machinery

Furniture and Fixtures

Preliminary Expenses

Unexpired insurance

S.Debtors

Loan given to Director

Raw material stock
Finished goods stock
Prepaid expense

Cash in hand

Cash at bank

Bills receivable

Profits for the year

Advance received

Bank loan (secured)

S.creditors

Bills payable

Provision for taxation

Other current liabilities

3,75,000

35,000

60,000

.(
Depreciation forthe year on Plant and Machinery and Furniture and fixture
was Rs.20,000/- and Rs.5,000/- respectively. Preliminary expense amounting
Rs.10,000/- were written off during the year.

For all other accounts the balances in the book as on 3i -3-2012 were as
follows:

Rs.

15,000

4,25,000 ( Provide for doubtfu I debt
Rs.25,000)

40,000 (accrued interest not accounted
for Rs.10,000)

75,000

25,000

50,000

1,50,000

50,000

30,000

20,000

2,00,000

4,00,000

50,000

1,00,000

10,000

90,000

Authorize capital of the company is 50,000 equity shares of Rs. i 0/- each of
which 38,000 shares were issued and fully subscribed.
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