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CA PE-II – ACCOUNTS 
Time Allowed: 3 Hours 
Max. Marks: 100
Q1.
From the following Balance Sheets of Sneha Ltd. as on 31.3.2003 and 31.03.2004 prepared a statement of Sources and Applications of Fund and a schedule of changes in working capital for the year ending 31.03.2004:

Balance Sheets

Liabilities
31.03.2003
31.3.2004
Assets

31.03.2003
31.3.2004


Rs.
Rs.


Rs.
Rs.

Equity Shares Capital 
13,00,000
16,90,000
Goodwill 

65,000
42,500

Profit and Loss A/c
4,90,100
8,77,500
Building

11,70,000
11,37,500

10% Debentures 
16,25,000
13,00,000
Machinery 

16,18,500
21,38,500

Creditors 
9,00,000
10,00,000
Non-trade investment

5,07,000
3,93,250

Bills Payable
42,500
1,70,000
Debtors

4,16,000
11,70,000

Provision for Tax
2,60,000
9,75,000
Stock 

5,07,000
7,99,500

Dividend Payable

42,250
Cash 

2,60,000
2,92,500





Prepaid Expenses

42,250
52,000





Debenture Discount

31,850
29,000 


46,17,600
60,54,750


46,17,600
60,54,750

The following additional information is given: 


Building
Machinery


Rs.
Rs.

Accumulated Depreciation 31.3.2003
4,87,500
15,92,500

Accumulated Depreciation 31.3.2004
5,20,000
15,66,500

Depreciation for 2003-2004
32,500
1,36,500

i. Profit and Loss Account for 2003-2004 is as follows:


Rs.

Balance as on 31.3.2003
4,90,100

Add : Profit for 2003-04
4,71,900


9,62,000

Less : Dividend
84,500


8,77,500

ii. During 2003-2004, machinery costing Rs. 2,92,500 was sold for Rs. 97,500.

iii. Investments, which were sold for Rs. 1,17,000, had cost Rs. 97,500.

iv. Provision for Taxation and Dividend are to be taken as Non-current liabilities.

(20 marks)
Q2.
From the following information as on 31st March, 2002, prepare the Revenue Accounts of Sagar Bhima Co. Ltd. engaged in Marine Insurance Business:
	Particulars
	Direct Business

(Rs.)
	Re-insurance

(Rs.)

	1. Premium:

Received

Receivable   – 1st April

– 31st March

Premium paid

Payable       – 1st April

– 31st March

2. Claims:

Paid

Payable       – 1st April

– 31st March

Received

Receivable       – 1st April

– 31st March

3. Commission:

On Insurance accepted

On Insurance ceded
	24,00,000

1,20,000

1,80,000

2,40,000
---

---

16,50,000

95,000

1,75,000

---

---

---

1,50,000

---
	3,60,000

21,000

28,000

---
20,000

42,000

1,25,000

13,000

22,000

1,00,000

9,000

12,000

11,000

14,000


Other expenses and income:

Salaries – Rs. 2,60,000; Rent, Rates and Taxes – Rs. 18,000; Printing and Stationery – Rs. 23,000; Indian Income Tax paid – Rs. 2,40,000; Interest, Dividend and Rent received (net) – Rs. 1,15,500; Income tax deducted at source – Rs. 24,500; Legal Expenses (Inclusive of Rs. 20,000 in connection with the settlement of claims) – Rs. 60,000; Bad Debts – Rs. 5,000; Double Income Tax refund-Rs.12,000; Profit on Sale of Motor Car Rs. 5,000.

Balance of Fund on 1st April 2001 was Rs. 26,50,000 including Additional Reserve of Rs. 3,25,000. additional Reserve has to be maintained at 5% of the net premium of the year.


(16 marks)

Q3.
ABC Ltd. sells goods on Hire-purchase by adding 50% above cost from the following particulars, prepare Hire-purchase Trading account to reveals the profit for the year ended 31.3.2005.

1.4.2004
Instalments due but not collected 
10,000

1.4.2004
Stock at shop (at cost)
36,000

1.4.2004
Instalment not yet due 
18,000

31.3.2005
Stock at shop
40,000

31.3.2005
Instalment due but not collected
18,000

Other details:

Total instalments became due
1,32,000

Goods purchased 
1,20,000

Cash received from customers
1,21,000

Goods on which due instalments could not be collected were repossessed and valued at 30 % below original cost. The vendor spent Rs.500 on getting goods overhauled and then sold for Rs. 2,800.


(16 marks)
Q4.
The Balance Sheet of Y Limited as on 31st March, 2003 was as follows:


Liabilities
Amount (Rs.)
Assets
Amount (Rs.)

5,00,000 Equity Shares of 

Rs. 10 each fully paid
50,00,000
Goodwill
10,00,000

9% 20,000 Preference shares 

of Rs. 100 each fully paid
20,00,000
Patent
5,00,000

10% First debentures
6,00,000
Land and Building
30,00,000

10% Second debentures
10,00,000
Plant and machinery
10,00,000

Debentures intt. Outstanding
1,60,000
Furniture and Fixtures
2,00,000

Trade creditors
5,00,000
Computers
3,00,000

Directors loan
1,00,000
Trade Investment
5,00,000

Bank Overdraft
1,00,000
Debtors
5,00,000

Outstanding liabilities
40,000
Stock
10,00,000

Provision for Tax
1,00,000
Discount on issue of debentures
1,00,000



Profit and Loss Account (Loss)
15,00,000


96,00,000

96,00,000

Note : preference dividend is in arrears for last three years.

A holds 10% first debentures for Rs. 4,00,000 and 10% second debentures for Rs. 6,00,000. He is also creditors for Rs. 1,00,000. B holds 10% first debentures for Rs. 2,00,000 and 10% second debentures for Rs. 4,00,000 and is also creditors for Rs. 50,000.

The following scheme of reconstruction has been agreed upon and duly approved by the court.

(i) All the equity shares be converted into fully paid equity shares of Rs. 5 each.

(ii) The preference shares be reduced to Rs. 50 each and the preference shareholders agree to forego their arrears of preference dividends in consideration of which 9% preference shares are to be converted into 10% preference shares.

(iii) Mr. ‘A’ is to cancel Rs. 6,00,000 of his total debt including interest on debentures and to pay Rs. 1 lakh to the company and to receive new 12% debentures for the Balance amount.

(iv) Mr. ‘B’ is to cancel Rs. 3,00,000 of his total debt including interest on debentures and to accept new 12% debentures for the balance amount.

(v) Trade creditors (other than A and B) agreed to forego 50% of their claim.

(vi) Directors to accept settlement of their loans as to 60% thereof by allotment of equity shares and balance being waived.

(vii) There were capital commitments totaling Rs. 3,00,000. These contracts are to be cancelled on payment of 5% of the contract price as a penalty.

(viii) The Directors refund Rs. 1,10,000 of the fees previously received by them.

(ix) Reconstruction expenses paid Rs. 10,000.

(x) The taxation liability of the company is setted at Rs. 80,000 and the same is paid immediately.

(xi) The assets are revalued as under:




Rs.


Land and Building
28,00,000


Plant and Machinery
4,00,000


Stock
7,00,000


Debtors
3,00,000


Computers
1,80,000


Furniture and Fixtures
1,00,000


Trade Investment
4,00,000

Pass journal entries for all the above mentioned transactions including amounts to be written off of Goodwill, Patents, Loss in Profit & Loss Account and Discount on issue of debentures. Prepare Bank Account and working of allocation of Interest on Debentures between A and B.

(16 marks)
Q5.
Following are the Balance Sheet of companies as at 31.12.2003 :

Liabilities
D Ltd.
V Ltd.
Assets
D. Ltd
V. Ltd



Rs.
Rs.

Rs
     Rs.

Equity share capital


Goodwill
  6,00,000
---

(Rs. 100)
8,00,000
6,00,000
Fixed Assets
5,00,000
8,00,000

General Reserve
4,00,000
3,00,000
Investments
2,00,000
4,00,000
Investment allowance


Current Assets
4,00,000
3,00,000
Reserve
-----
4,00,000




Sundry Creditors
5,00,000
2,00,000

________
________

17,00,000
15,00,000

17,00,000
15,00,000
D Ltd: took over V Ltd. on the basis of the respective shares value, adjusting wherever necessary, the book values of assets and liabilities on the basis of the following information:

(i) Investment allowance reserve was in respect of addition made to fixed assets by V Ltd. in the year 1997-2002 on which income tax relief has been obtained. In terms of the Income Tax Act, 1961, the company has to carry forward till 2006 reserve of Rs. 2,00,000 for utlisation.

(ii) Investments of V Ltd. included 1000 shares in D Ltd. acquired at cost of Rs. 150 per share. The other investments of V Ltd. have a market value of Rs. 1,92,500.

(iii) The market value of investments of D Ltd. are to be taken at Rs. 1,00,000.

(iv) Goodwill of D Ltd. and V Ltd. are to be taken at Rs. 5,00,000 and Rs. 1,00,000 respectively.

(v) Fixed assets of D Ltd. and V Ltd. are valued at Rs. 6,00,000 and Rs. 8,50,000 respectively.

(vi) Current assets of D Ltd. included Rs. 80,000 of stock in trade received from V Ltd. at cost plus 25%.

The above scheme has been duly adopted. Pass necessary Journals Entries in the books of D Ltd. and prepare Balance Sheet of D Ltd., after taking over the business of V Ltd. Fractional share to be settled in cash, rest in shares of D Ltd. Calculation shall be made to the nearest multiple of a rupee.
(16 marks)
Q6.
Answer any four of the following:

(a) Under what circumstances can an enterprise change its accounting policy?
(b) ABC Ltd. could not recover Rs. 10 lakhs from a debtor. The company is aware that the debtor is in great financial difficulty. The accounts of the company were finalized for the year ended 31.3.2005 by making a provision @ 20% of the amount due from the said debtor.
The debtor became bankrupt in April, 2005 and nothing is recoverable from him.

Do you advise the company to provide for the entire loss of Rs. 10 lakhs in the books of account for the year ended 31st March, 2005?

(c) X Co. Ltd. signed an agreement with its employees union for revision of wages in June, 2004. The wage revision is with retrospective effect from 1.4.2000. The arrear wages upto 31.3.2004 amounts to Rs. 80 lakhs. Arrear wages for the period from 1.4.2004 to 30.06.2004 (being the date of agreement) amounts to Rs. 7 lakhs.


Decide whether a separate disclosure of arrear wages is required,

(d) An intangible asset appears in Balance Sheet of A Co. Ltd. at Rs. 16 lakhs as on 31.3.2004. The asset was acquired for Rs. 40 lakhs in April, 1991. The Company has been amortising the asset value on straight line basis. The policy is to amortise for 20 years.
Do you advise the Company to amortise the entire asset value in the books of the company as on 31.3.2004 ? 
(e) Ram Co. (P) Ltd. furnishes you the following information for the year ended 31.3.2005:


Depreciation for the year ended 31.3.2005
Rs. 100 lakhs


(under straight line method)


Depreciation for the year ended 31.3.2005
Rs. 200 lakhs


(under written down value method)


Excess of depreciation for the earlier years calculated under
Rs. 500 lakhs


written down value method over straight line method


The Company wants to change its method of claiming depreciation from straight line method to written down value method. 


Decide, how the depreciation should be disclosed in the Financial Statement for the year ended 31.3.2005.

(f) How refund of revenue grant received from the Government is disclosed in the Financial Statements? 



(4×4 marks each)
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