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SARDAR PATEL UNIVERSITY 

S Y BCom (External) Examination 
Friday, 27 February 2015 

2.30 – 5.30 pm 
AA 202 - Advanced Accounting & Auditing II 

           Total Marks: 100 
Note: All questions carry equal marks. 
  
Q.1 Param Co. Ltd. was incorporated on 1-7-2013 to acquire a business 

as from 1-1-2013. The purchase consideration was agreed at 
Rs.120000 to satisfy by the issue of 6000 Equity shares of Rs.10 
each and 6000, 6% Debentures of Rs.10 each. The Trading A/c and 
P&L A/c for the year ended 31-12-13 as under: 

[20] 

       Trading A/c 
Particular Rs. Particular Rs. 

To Purchase 154800 By Sales       308000  
To Gross Profit 145200 - Sales return     8000 300000 
 300000  300000 

    
          P&L A/c 

Particular Rs. Particular Rs. 
To Salaries 60000 By G/P 145200 
To Office Expenses 7740 By Interest on Investment 2000 
To Selling Expenses 16200   
To Carriage outwards 3600   
To Rent 2100   
To Debenture interest 2700   
To Director fee 3200   
To Pre. exp. written off 5700   
To Interest on Purchase  
     Price   1800

  

To Dividend 6000   
To Depreciation 4000   
To Donation Political Party 2000   
To Net Profit 32160   
 147200  147200 

 

 Additional information:  
1. The total sales of the year 2013 was Rs.300000. The sales for the 

first six months was 1/3 of total sales. 
 

2. The share and debenture were issued to the vendors on 1-4-2013.  
3. Monthly average rent for last 9 month was double than what it was 

during the first 3 months. 
 

4. Interest on purchase price at 6% p.a. was paid from the period from 
1-1-2013 to the date of settlement 1-4-2013. 

 

  You are required to prepare profit prior and after incorporation 
profit statement. 

 

 OR  
 
Q.1 Ajanta Ltd. has been incorporated on 1-4-2013 to purchase of Ajanta 

Trading from 1-1-2013.  
 Trading and P&L Account for the year ended 31-12-2013 are 

[20] 



  

as follows: 
           Trading and P&L A/c 

Particular Rs. Particular Rs. 
To Purchases: By Sales:       
From 1-1 to 31-3      60000 From 1-1 to 31-3     80000  
From 1-4 to 31-12  240000 300000 From 1-1 to 31-12 320000 400000 
To Gross Profit 100000   
 400000  400000 
To Administrative Exp. 40000 By G/P 100000 
To Bad debts 2000 By Share Transfer fee 200 
To Preliminary exp. 5200   
To Advertisement 1000   
To Salesmen's Salary 2400   
To Salesmen's Commission 4000   
To Net Profit 45600   
 100200  100200 

 

 Additional information:  
1. Cash sales of Pre-Incorporation period was Rs.40000 and cash sales 

of Post-Incorporation period was Rs.200000. 
 

2. Out of Bad-debts Rs.400 relates to the debtors taken over from 
Ajanta Trading and remaining relates to business that has started 
from 1-1-2013. 

 

3. Administrative expenses include Rs.4000 for director's fees.  
 From the above information prepare statement showing 

Pre-incorporation and Post-incorporation Profit and Loss Statements. 
 

   
Q.2 The following were the Balance Sheet of A Ltd. & B Ltd. as 

on 31-3-2013. 
[20] 

       Balance Sheet 
Liabilities A  

Ltd. 
B  

Ltd. 
Assets A  

Ltd. 
B  

Ltd. 
Equity share of Rs.100  Goodwill 50000 - 
each fully paid up 500000 250000 Land & Building 150000 50000 
10% Pref. shares of  Machinery 300000 150000 
Rs.100 each fully paid up 250000 - Investment 50000 10000 
General Reserve - 60000 Stocks 125000 75000 
10% Debenture 100000 - Debtors 150000 100000 
Bank Loan 75000 - Cash and bank 85000 15000 
Accident Comp. 
fund 

 
- 40000

Preliminary exp. 15000 - 

Creditors 75000 50000 P&L A/c 75000 - 
 1000000 400000 1000000 400000 
 On the above date both the companies decided to amalgamate and form 

new company AB Ltd. with an authorised capital of Rs.1250000 divided in 
to 10000 equity share and 2500, 10% Pref. share of Rs.100 each. Assets 
and Liabilities of both Co. are to be taken over except investment of A Ltd. 
ad cash balance of Rs.5000 of B Ltd. The market value of fixed assets of 
both the companies to be taken over at 20% more than the book value. 

 

 
 

 Conditions:  
1. The equity share of both companies will be given 6 fully paid Equity 

shares of AB Ltd., for every 5 equity shares held by them at a Premium 
 



  

of 10%. 
2. The preference share holders of A Ltd. will be given 4 fully paid pref. 

shares of AB Ltd. for every 5 Pref. shares held by them and Rs.25000 
cash. 

 

3. The debenture holders will be given 12% Debentures of Rs.100 each of 
AB Ltd. at discount at 10% to discharge their liability at 8% premium. 

 

4. Rs.7000 cash to A Ltd.  
5. AB Ltd. issued the remaining equity share to the public at a premium at 

Rs.20 per shares, which were fully paid up. Preliminary expenses 
amounted to Rs.5000. 

 

 Pass necessary Journal entries in the books of AB Ltd. and prepare its 
Balance Sheet. 

 

 OR  
Q.2 Pass necessary Journal entries in the books of A Ltd. with necessary 

working calculation. 
[20] 

   

Q.3 From the following details prepare Accounts of Sarvoday Bank Ltd, 
as on 31-3-2012. 

[20] 
 

Particular Amts. 
in lacs.

Particular Amts. 
in lacs. 

Cash balance 200 Interest on advance 800 
Balance with other bank 400 Interest on Investments 125 
Cash on hand and RBI 100 Commission, Exchange   
Investment in Govt.  and brokerage 200 
Securities 300 Profit on sale of   
Other approved securities 100 investment 20 
Bills purchase- Discount 250 Sundry income 80 
Cash credit- overdraft loan 1425 Share Capital 2000 
Term loan 1275 Statutory reserve 900 
Premises (Net) 1375 Profit and Loss A/c 650 
Furniture 250 Fixed Deposits 275 
Interest expanded 120 Saving Deposits 325 
Salary 75 Current Account 125 
Stationery & Printing 35 Borrowing from other   
Postage - Telegrams and Bank 300 
Telephones 20 Borrowing from RBI 100 
Repairs 25 Bills Payable 25 
Interest accrued 50 Interest accrued 75 
 6000  6000 

 Bills for collections       235  
 

Particular Cash Credit, 
Over Draft 

etc. 

Term 
Loan 

Bills 
Discounted

Standard Assets 1000 975 225 
Sub-standard assets   125 100   25 
Doubtful: more than 1 year   100 20 - 
        up to 3 years   120  50 - 
       more than 3 years     50  80 - 
Loss Assets     30  50 - 
 1425 1275 250 

 From the above information prepare Balance Sheet with necessary 
Schedule. 

 

 OR  
Q.3 From the above information prepare Statements of Profit and Loss [20] 



  

with necessary Schedule. 
   
Q.4 On 31-3-2014 the Balance sheet of Amar Co. is as follows: [20] 

           Balance Sheet 
Liabilities Rs. Assets Rs. 

Paid up Capital: Goodwill 35000 
8% cum pref. share of Land & Building 140000 
Rs.100 each 100000 Plant 37500 
Equity shares of  Patent 17500 
Rs.100 each 250000 Investment 27500 
8% Debentures 75000 Stock 82500 
Accrued and due interest 3000 Debtors 100000 
Bank over draft 42000 Preliminary exp. 17500 
Directors' loan 20000 Profit & Loss A/c 132500 
Creditors 100000   
 590000  590000 

 

 The following scheme of capital reduction is approved and 
implemented. 

 

1. Pref. shares are to be written down to Rs.60 each.  
2. Equity shares are to be written down to Rs.3 each.  
3. From 1-4-2010 dividend on Pref. shares are not declared and paid of 

the preference dividend in arrears, ¾ are to be waived and for the 
remaining ¼ equity shares are to be alloted. 

 

4. The Debenture-holders agreed to have their accrued and due interest 
paid in cash and to take over land and building (book value 
Rs.25000) at a valuation of Rs.37500 in part payment of amount due 
to them. 

 

5. Remaining land and building is valued at Rs.150000.  
6. Investment are sold for Rs.45500.  
7. The directors accept settlement of their loan as to 80% there of 

allotment of Equity shares, as to 10% in cash and the balance being 
waived. 

 

8. Goodwill, Patent, Preliminary expenses and debit balance of 
Profit and Loss A/c are to be written off. 

 

9. The remaining amount is to be utilised in writing down plant and stock 
in the proportion of their values. 

 

 Pass necessary Journal entries to record the above transactions in 
the books of Company. 

 

 OR  
Q.4 As per Insurance Company Act, 1938 prepare Proforma Revenue 

using imaginary figures with necessary Schedule. 
[20] 

   
 
 
 
 
 
 
Q.5 Bhavya Co. Ltd. went in to voluntary liquidation on 31-3-2013. The 

balance sheet as on that date was as under: 
[20] 

 

Liabilities Rs. Assets Rs. 
Share Capital: Land & Building 56000 



  

500 7% Pref. shares of Machinery 37000 
Rs.100 each 50000 Investment 34000 
500 A Equity shares of  Stock 7500 
Rs.100 each Rs.800  
paid up 40000

Debtors 18000 

350 B Equity shares of  Cash & Bank 13750 
Rs.100 each Rs.60 paid up 21000 Profit & Loss a/c 35000 
400 C Equity share of  Preliminary exp. 3750 
Rs.100 each Rs.40 paid up 16000   
5% Debenture 10000   
Unpaid Interest on debenture 500   
Creditors 67500   
 205000  205000 

 

 Assets realised: Land & Building Rs.42200, Machinery Rs.18000,  
 Stock Rs.4550, Debtors Rs.14250.  
 Creditors include Preferential creditors Rs.2500. Investment were 

mortgaged with creditors of Rs.32500 who realised Rs.35500 of the 
same. 

 

 The excess was given to liquidator.  
 Creditors of Rs.12500 were paid 3% Less and creditors of Rs.5000 

were paid 35% Less. Remaining creditors were paid fully. 
 

  Debenture holders were paid on 30-9-13. Liquidation expenses 
were Rs.3398. Liquidator is entitled to a remuneration of 3% on the 
assets realised by him and 2% on the amount distributed to 
unsecured creditors other than preferential creditors. 

 

 Prepare Final Statements of Liquidator with necessary calculation.  
 OR  
Q.5  [20] 
(A) Define Holding Company and explain the Concept of Subsidiary with 

illustration. 
 

(B) Write notes on:  
 1) Registered Profit and Unregistered Profit  
 2) Minority interest  

 
* * * 














