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Reg. llo, :

l,hm€:

Third Semester B.Com. Degree Examination, tlecember 2015

Career Relatcd First Degree Programme under CBCSS

Core Course : CX 1342 / ]lful 1342 / TT 1342

ADVANCED FINANCIAL ACCOUNTING
(@mmon for ComrErce a]d Tax Procedufe and Praqlco / Oommerce and

Tourism and Travel Management / Comrnerce and Hotel Management

and Catering)
(2013 A.h.)

Time : 3 Hours Max. Marks : 80

SECTION-A

Answer all questions in one word to a minimum ol two sentences- Each question
carries one mark.

1. Oeline an ostensible partner.

2. What are rixed capitals ?

3. Whal is gaining ralio ?

4. Whal is revaluation account ?

5. When does the need for valuing goodwill arise ?

6. How do you treat lhe accumulated profits or losses at the time of admission of a
partner ?

7. Dilfercntiate between a share and a debenture.

8. What is eriternal reconstruclion ?

9. Whai is reduction of share capital ?

10. What is unclaimed dividend ? (1ft1=10 i,tarks)

P.T.O.
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SECT|ON-B

Answer any eight questions in not exceeding one paragraph. Each question canies

2 marts.

11. Explain realisation accourt.

1 2. Explain the treatm€nt o{ goodvyifl under rnernoraIdum ret dualion method.

13. Staie the circumstances in which compulsory dissolution of lirm will take place.

1 4. How do you dispos€ ol the amount due to the outgoing partner ?

1 5. How do you calculate goodwill based on average profit ?

15. Explain the redemption ol debenture out of protit.

1 7. Dstinguish trelrrireen amalgamation and exlemal re@nstruclion.

1 8. Explain the procedures followed lor the rcduclion ol share ciiffiF.- ;' ' ' ' "

19. Gh/e eniries passed by a company to clGse its books when it is amalgamaled

with anolher company.

20. X, Y and Z are parlners sharing protits in the ratio of 3 : 5 : 7. Z retires and his

share is taken up by X and Y in lhe ratio ot 3 : 1. Calculatg the new ratio.

21. Conipute the value of goodwill at 3.yeaElx{quse of lhe average proJits o, the

last firre yeats. The profits {or the lasl live years have been Hs. 80,000, 9O,OO0,

70,000, 85,000 and 1,00,m0.

22. A and B are partners sharing profit in the ralio or 3 : 2. They admit C as a partner

giving him /6 share. For the purpose ol his admission, goodwill was agreed at

Rs. 30,000. But it was decided not to raise the goodwill accounl

Pass the necessaryjournal entries. (&(2=16 Marks)
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SECTION-C

Answer any slx queslions in not exceeding lm words. Each question cafiies

4 marks.

23. Dilferentiate between fixed and lluctuating capital methods.

24. Explain Prolit and Loss Appropriation Account.

F ta 25. Menon and Krishnan slarted business on lsi January 2013 with oapitals ol

Rs. 40,000 and Rs. 30,0@. As per partrership agreement, lcishnan is to receive

a salary of Rs. 400 per month. lnterest on capital is to be allowed at 5 o,5 p.a. The

prolits are to be shared by partners in the ratio ot 3 : 2.

During 2013, the lirm made a profit ol Rs. 23,300 berore charging salary and

. interest on capitals. During the year Menon withdrew Rs. 6,000 and Krishnan

Rs. 4,300 tor private purpose.

Prepare capital account of partners under.lluctuating capital method.

26. Asokan and Raian are in partnership sharing profit6 in ths ratio ol7 : 3. They
n agree to ad$itsiram as a panner on condition thathe brings Rs. 20,000 towards

his capital and Rs:8,0Q0.ioyards goodwill. lt is agreed that lhe new profit ratio

will be 5 : 3 : 2. Half ol the goodwill is witMrawn.

Pass joumal enfies to record the transaclion in the books of the firm.

27. A, B and C are partners in a firm. B retires lrom the firm on ldJanuary 2010. On

his date ol retirement, Rs. 60,000 is due b him. A and B promise to pay in three

equalannual instalments togather with interest at 12 96 per annum.

Prepare B's Loan Account for three years, . .
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28. The lollowing is the Balance Sheet of Madhu and Manohar, who were sharing
prolits and losses in the ratio of 3 : 2 as on 3l$ D€cember 2013 

,-_

LiaHlitb6

Balance Sheet

Rs, Assets

Creditors 15,000 Cash Balance

Bills fayable 7,m0 Debtors

Reserue 6,000 Less:Provision

Capitals : Stock

Madhu 1 &m0 Furniture and Fixtures

Manohir t6,000 34,OOo Machinery

e,a000 :.- @,60

The firm is dissolved on 31st December 2013. The assets realised as ,ollows :

Debtors - 10,m0

Stock - 15,000

Furniture and Fixtures - 11,000

Machinery - 26,000

Creditors were paid at a discount of 5 '/- The realisation expenses amounted to
Bs. 1,400.

Pr@are Flealisation Account.

X Ltd. torleited 1 O0 equity shares d Rs. 1 O each held by Anil on 1 5b December

2013lor non-payment of rirst call ot Rs. 2 per share and the final call ol Rs. 3 per

share. These shares were re-issued to Simon on 25m December, 2013 at a
discouht o, Rs. 3.50 per share. Passjoumal entries.

On 1sl April, aO13 Z Ltd. issued 800 12 o/" debentures of Rs. 1,000 each al
Rs. 950 each. Debenture holdec had on option to conved their holdings into 13 %
prelerence shares ol Rs. 1OO each at a premium ol Bs. 25 per share.

On 3 1 
8t March, 201 4, one yearE inleresl had ace.ured on thes€ debentures wfiich

was not paid. A holder ol 50 debentures notified his intention to convert his
holding into 13 % prelerence shares. Pass necessaryiournal entries.

llllniln

hq-
3,000 't'

12,m0
-..1.r.r .,i r.l,m 11,m

l6,om

12,000

20,000

29.

30.



31. The Balance Stieets of P Ltd. and Q Ltd. ason 31$ March 2014 are as lollows:

PLtd. OLtd. Ascets P Lrd.

Goodwill 80,000

ITITTII

Liabilities

Share capital :

Arhorised capihl

slraresol Hs. 100 eacfr

Shar€sd Bs. 10 eaa*r

8141

Fixed Assets 8,m,000 16,00,000

Cunent Assets :

o Ltd.

2,00,000

10,00,000

20,m,m Bank

lssuedcapital lully

Pakl

Capital reserve

General Reserve

:ltffiifil.'an',.
Sedred loan

Current liabililies and

Provisions :

Sundry creditoG

Other

10,00,000 q@,(m

2,m,0(x)

70,0m 8,(D,m0

4qm
- 5,m,m0

3,10,000 3,60,000

17,fl',000 ?4,60,00

9,00,m0 6,60,000

178,m0 2460,(m

It was iibpoced mA P Ltd. shoild Se amalgamated in Q Ltd. The lollowing

arrangement was accepied by both tho mmpanies :

a) Goodw of P Ltd. is considered valueless.

b) Arrears of deprecialion in P Ltd. amounted 1o Rs- 40,000.

c) The holder of every2 shares in P Ltd was to receive :

i) As fully paid ar par, 10 shares in Q Ltd ; and

ii) So much cash as is necessary lo adjust the rlght ot shareholders of both

the companies in accordance with the tnlrinsic value dl the shares as per

their Balance Sheets subiec't to necessary adjustmenls wilh regard to

goodwill and depreciation in P Ltd.'s *hnce Sheet.

You are requiredlo calculate purchase consideration. (6x4=24Marks)



8141

LhUlld€s

X's cadtal

Ys capital

Proril and Loss

AppIwialbn Account

Trade creditoG

+

SECTION-D

Rs. Asst
2,05,000 Landatd Btfr
1,65,000 Plantal(l lEfsy

Fur irB
56,00 Slod(

27,400 D€frrs
Cash al Bank

ltIlilt

Answer any tuo questions not oxceeding 4 pages. Eacfi qrBtion canies 1 5 marks.

34. A company inviled the public to subscnbe for 1 ,00,000 equity shares ol Rs. 10

€acfi at a promium o, Be. 1 per shars payabb on alotmeflt PaynpnB rverg lo be

mad€ as lollows :

On apdication Rs. 3 ; on allotneni Rs. 3 ; on fi rst call Rs. 3 and dl frral d Rs. 2.

Appli:alion wsre recoived br Rs. 1 ,30,000 shares ; applications lor 20,(m $lar6
r,\€rB reiocGd and allotsnent was mad6 proporlimately to the remaining apdtEnts.
Both the calls u,erD rnade and allthe rioneys wsro rEeived exc€pl the final call on

3000 shares whirl were lod€ited atter due nolic6. LaGr 2000 ol the lorleited
shar€s were issued as lully paid at Rs. 8.50 per share. Pass ioumal entries.

3i). The Balance Sh6et of a lim X and Y who vue€ sharing prolits in lho rato ol5 : 3
respeclively as on 318t March 2010 as tollows :

h.
1.c).m

85,m0

il,7&
7affi
30,m0

21,@
{53,a00

.F

o
4,sq4@

On the above date Z was admitted on the lollowing conditions :

1) Z would get f share inthe proflts.

2) Zlvouldpay Bs. 1,20,000 as capital and Rs. 16,0001or share of goodtvill.

3) Machinery would be appreciated by 1 0 o/" and building wottld be d€p]€ciated

by 30 %. A pmvision tor bad debts @ 5 % on debloB would be ctaated. An

unrecorded liatility amounting to Rs. 3,000 lor t€pairs lo hrildng would be

recorded in the bool6 ol accounl.
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4) hmediately atter Z's admission, goodwill account would be written ofl.
There after the capital accounts o, the old partners would be adiusted lhrough
the necessary currenl accounls in such a manner lhat capital accounls of all
partners would be in the profit sharing ratio. Preparing revaluation'a@ount,

capital accounts and the initial Balance Sheet ol new firm.

34. P, Oand R were partneni sharing prolils in the ratio ol5:3:2 respecti\rely. On
31st March 2olotheir Balanc€ Sheet stood as follows :

Batance Sheet as at 31d MElrch ilo10

Udlalities

P's capital 
'

Q's capital

R's capital

Sundry Trade Creditors 15,600 Debtors

Bank overdraft 2,M
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Rs. Assets

50,0m Macninery

30,000 FumitJre

20,000 Stock

Rs.

'l3,m0

16,400

35,100'

23,s00

1,18,m0

Q ]6lired as on the above date :

1,18,m

nE{rEgdfiall
1) The fim's goodwill was worth Rs. 25,000 and Q was entitled to the credit lor

his sharc d goodrflill.

2) P and R would continue to be partners but would share profits in the luture in

the ratio ot 7 : 3 resp€ctively and

3) The amount due to O would be paid immediately and for this purpose P and R

would bring in cash in such a manner that lhe lotal capital o, the firm was

Rs. 1 ,00,000 and the capital accounts of the partners were in their new profit

sharing ratio.

Assuming that all.the conditions were lulfilled, pass iournal entries in the books
of the firm. Also prepare capital account c all partners.
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35. The lollowing is fie Balance Sheet ot X Ltd. as on 31s Marc*r 2014..

Lhbilities Rs. Asscts Rs.

1 2,000sfiaes of l.and and Euildings go,m

Rs. 10 eacfi tulV paid up 1,20,@ Machinery 50,m0

Sun*y crcditorB 30,000 Slock 17,m0

Bankoverdraft 28,0m Sundrydebtors 20,m

Protit and Loss Account 1,m0

1,78,(m ^11,78,m0

The cq[{Eny wenl inio voluntary liquidation and the assets were soH to Y Ltd.

lor Rs. 1,50,mO payable as Bs. 60,000 in cash (which is sutficientto discharge
, credib1s and bank overdraft and pay the winding up expenses of Rs. 2,0m) and

as to Rs. 90p00 by the allovnent ot Rs, 1 2,000 s{Eres ol Rs. 1 0 each ol Y Ltd. at

r :" 
7.50 per share paid.T. t" jn" ln"l1deJs 

of x Ltd. , 

I
Draw up lournal entries in the books ol bolh the companies. (2r15=Al Harts)
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