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Instruction : Figures to the right indicate full marks of the question.

1. Ganesh Co. Ltd. was incorporated on 1-5-2025, to take over running business of Shri Kartik
Bros. from 1-1-2025, the first final accounts of the Co. being prepared on 31-10-2025. 10

From the following information in accounts, prepare a statement showing profit or loss
prior to and after incorporation :

4
Commission on Sales at 1% 1,00,000
Gross Profit 10% of Sales
Directors’ Fees 50,000
Debenture Discount 24,000
Salaries 1,00,000
Share Transfer Fee 10,000
Preliminary Expense 40,000
General Expense 5,000
Rent 32,000
Advertisement 40,000
Audit Fees 20,000
Interest paid to Vendor 35,000
Bad Debts 20,000
Salesmen’s Allowances 24,000

Additional Information :
(1) Bad Debts of ¥ 10,000 are related to the debtors of pre-incorporation period.
(2) Purchase Price is paid to vendor on the date of incorporation (i.e. 1-5-2025)

NN-123 9 P.T.O.



(3) The sales of pre-incorporation period was ¥ 25,00,000.
(4) Rent per month was I 3,000 upto 1-5-2025, it was thereafter I 4,000 per month till
Building was purchased by the Co. on 1-10-2025.
(5) Audit Fees and Preliminary Expenses should be treated as expenses after
incorporation period.
OR
1. The following is the Balance Sheet of A & B Bros., as on 31-3-2025 :
Liabilities 4 Assets 4
Capital : Building 4,50,000
5,00,000 Machineries 3,00,000
4.00,000 | 9,00,000 | Investments 60,000

Workmen Profit Sharing Fund 30,000 | (Market value X 80,000)

Workmen Accident 65,000 | Stock 2,75,000
Compensation Fund Debtors 2,10,000
Bank Loan 1,50,000 | Less : Bad Debts 10,000
Creditors 1,40,000 | Less : Bad Debts 10,000 1,90,000
Bills Payable 30,000 | Reserve
Prepaid Expenses 10,000
Cash 30,000
13,15,000 13,15,000

On 1-4-2025, ABC Ltd. was incorporated with an Authorised Capital of 10,000 Equity
Shares of ¥ 100 each to take over the running business of the above firm. Conditions
for business purchase are as under :

(1

)
3)

4

The value of Building as shown in the books is 10% less than market price and
Stock is overvalued by 10%.

Debtors are subject to 10% B. D. R.

The Purchase Consideration is to be satisfied by issuing 8,000 Equity Shares of
T 80 paid up at the rate of ¥ 120 and ¥ 1,40,000 to be paid in cash.

The company has issued remaining shares to the public at ¥ 80 paid up at the rate
of ¥ 120.

Pass necessary Journal Entries for the above transactions in the books of ABC Ltd. and
also prepare initial Balance Sheet of the company.

NN-123
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The Balance Sheet of Heer Ltd. as on 31-3-2025 is under :

Particulars Note 3
No.
I.  Equity and Liabilities :
(1) Shareholders’ Funds :
(a) Share Capital :
Equity Shares of I 10 each 14,00,000
10% Pref. Shares of ¥ 100 each 4,00,000
(2) Non-Current Liabilities :
(a) Long-Term Borrowings: 15% Debentures 4,00,000
(3) Current Liabilities :
(a) Trade Payables :
Creditors 1,50,000
Bills Payables 25,000
(b) Short Term Provisions :
Provision for Taxation 65,000
(c) Other Current Liabilities :
Outstanding Interest on Debentures 25,000
Total 24,65,000
II.  Assets:
(1) Non-Current Assets :
(a) Fixed Assets :
(i) Tangible Assets :
Land & Building 8,00,000
Machinery 2,60,000
(i1)) Intangible Assets: Goodwill 1,40,000
(b) Non-Current Investments 80,000
(c) Other Non-Current Assets :
Preliminary Expenses 70,000
Profit & Loss Account 4,20,000
(2) Current Assets
(a) Inventories : Stock 3,90,000
(b) Trade Receivables : Debtors 1,20,000
(c) Cash and Cash Equivalent : Bank Balance 1,85,000
Total 24,65,000

NN-123
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The following scheme of Capital Reduction was approved :

(1
2
3)

4

)
(6)
(7
®)
©)

Preference Shares to be reduced up to I 80 per share.
Equity Shares to be reduced by ¥ 4 per share.

The Debenture Holders agree to forgo 50% of their outstanding interest and
remaining interest amount was paid.

Debenture Holders agreed to accept a piece of land worth I 3,00,000 at X
4,00,000 as full payment.

The remaining Land was valued at ¥ 6,50,000.

3 1,00,000 were realised from Investments.

The reconstruction expenses amounted to I 52,500.

All Intangible Assets and Fictitious Assets at book value are to be written off.

The remaining amount is to be utilized in writing down Machinery and Stock in
the proportion of their book values.

Pass necessary Journal Entries to record the above transactions in the books of the
company and prepare the Balance Sheet thereafter.

2. (A)

(B)

3. (A)

NN-123

OR

Directors of Hiya Ltd. have agreed to accept 65% of their claim in the form of
Equity shares and 15% in Cash and they have waived the remaining amount of
% 40,000. Write Journal Entry for Capital Reduction.

Write short note: Capital Reduction.

While closing the books of account of the Vedansh Commercial Bank Ltd., on
31% March, 2025, it was found in the Loan Ledger, an unsecured balance of
% 1,00,000 in the account of one customer Mr. A, whose financial position was
reported to be bad and doubtful. On 31 March, 2025, the bank charged interest at
18% p.a., on the amount of the above loan for the last four months. In this
respect, the bank is in possession of a machine of the value of I 1,20,000 by way
of security, received from Mr. A.

Mr. A was declared insolvent on 20" May, 2025. The bank could realise ¥ 70,000
from the sale of the machine, received as security. Out of the balance due on
31-3-2025, only X 9,500 could be recovered from his Receiver, in full settlement.

Prepare the following accounts, in the books of the Bank :
(1) Mr. A’s Account
(2) Interest Suspense Account and

(3) Interest Account

12



(B) The following are balances appearing in the Trial Balance of Aanshi Commercial

Bank as on 31-3-2025 :

Discount received
Bills discounted

Rebate on bills discounted (1/4/2024)
Information of discounted bills is as follows :

3
4,50,000
11,93,880
33,400

Amount of Bill ¥ | Rate of Discount | Due date (inclusive days of grace)
2,19,000 8% 30-4-2025
2,59,880 10% 20-5-2025
3,65,000 7% 30-5-2025
3,50,000 6% 12-6-2025

Prepare necessary Journal Entries in the books of Bank and show the amount to
be transferred to Profit and Loss Account.

OR

3.  The following are the balances extracted from the books of Mansi Bank Ltd. as on

31% March, 2025 :

Particulars

3

Interest earned

Other Incomes

Interest paid

Operating Expenses

Capital

Reserve and surplus

Deposits

Borrowings

Other Liabilities and provisions
Cash on hand and Balance with RBI
Balance with other banks
Investments

Advances

Fixed Assets

Other Assets

45,00,000
10,00,000
20,00,000
15,00,000
10,00,000
8,00,000
32,00,000
5,00,000
5,00,000
10,00,000
6,00,000
8,00,000
44,00,000
10,00,000
2,00,000

Provide Statutory Reserve as required by law.

10

From the above information, prepare Balance Sheet in Form A and Profit and Loss
Account in Form B as prescribed under the Banking Regulation Act, 1949.

NN-123
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4.  Bhoomi Ltd. went into voluntary liquidation on 30-6-2024. Following was the Balance

Sheet as on that date :
Particulars Note 3
No.
I. Equity and Liabilities :
(1) Shareholders’ Funds :
(a) Share Capital : Equity Share Capital of ¥ 100 each 10,00,000
(2) Non-Current Liabilities :
(a) Long-Term Borrowings : 8% Debentures 1,50,000
(b) Long-Term Provisions : Provident Fund 15,000
(3) Current Liabilities :
(a) Trade Payables: Creditors 6,01,000
(b) Other Current Liabilities :
Outstanding Interest on Debentures 14,000
Salary for 3 clerks 15,000
Rent Outstanding 5,000
Total 18,00,000
II. Assets :
(1) Non-Current Assets :
(a) Fixed Assets :
(i) Tangible Assets :
Land & Building 7,00,000
Machinery 4,00,000
Furniture 20,000
(i1)) Intangible Assets : Goodwill 80,000
(2) Current Assets :
(a) Inventories : Stock 4,25,000
(b) Trade Receivables : Debtors 1,25,000
(c) Cash and Cash Equivalent : Cash Balance 50,000
Total 18,00,000

Other Information :

(1
)

&)
NN-123

Liquidation expenses amounted to I 40,500.

Liquidator’s remuneration is to be calculated at 2% of the amount realised by
him, at 5% of the amount paid to preferential creditors and 10% of the amount

paid to equity shareholders.
Debenture holders were paid on 31-12-2024.
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(4)

4. (A

Assets are realised as under :

Assets 3

Land & Building 8,00,000

Machinery 3,00,000

Furniture 10,000

Stock 3,80,000

Debtors 1,10,000
Prepare Liquidator’s Final Statement with necessary calculation.

OR

Vedanshi Ltd. went into voluntary liquidation on 31-3-2025. Its position of share
capital was as follows on liquidation : 5

(1) 1,000, 9% Preference Shares of ¥ 100 each fully paid.

(2) 1,000 Equity Shares of ¥ 100 each fully paid.

(3) 1,000 Equity Shares of ¥ 100 each, ¥ 80 paid up per share.
(4) 1,000 Equity Shares of ¥ 100 each, ¥ 70 paid up per share.

After payment to all creditors, balance left is I 80,000 for Share Holders. Find out
the amount payable to Preference Share Holders and Equity Share Holders.

(B) Write Short Note : Fully Secured Creditors. 5

5. In the following, sub-questions of more than one answer are given. You have to select
correct answer : (Any ten) 10
(1) Salesman’s Commission is divided in profit prior to incorporation according to

2)

3)

4

NN-123

(a) Time Ratio

(b) Turnover Ratio

(c) Prior to incorporation period
(d) Post incorporation period

If there is a loss prior to incorporation period, it will be debited to
(a) Profit & Loss Account (b)  Goodwill Account
(c) Capital Reserve Account (d) General Reserve Account

Bapu Ltd. has taken over business of Hemant Bros. Sundry Assets are I 10,00,000
and the value of Goodwill % 1,00,000, Other Sundry Liabilities are I 8,00,000.
Then the purchase price of the business will be

(a) % 2,00,000 (b) ¥ 3,00,000
(¢) %3,50,000 () ¥2,50,000

When purchasing company bears the firm’s dissolution expenses, then the same
is debited to which account ?

(a) Share Capital (b)  Goodwill
(c) Dissolution Expenses (d) Vendor’s Alc.
15 P.T.O.



©)

(6)

(7)

(8)

©)

(10)

(1)

(12)
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Total amount in capital reduction fund of a company is I 27,50,000. Total
application of capital reduction fund is ¥ 27,25,000. So closing balance of capital
reduction fund is -

(a) debited to Capital Reserve A/c X 25,000
(b) credited to Capital Reserve A/c X 25,000
(c) debited to Goodwill A/c X 25,000
(d) credited to Goodwill A/c X 25,000

While applying capital reduction scheme, when contingent liability is paid, it is
debited to

(a) Goodwill A/c (b) Capital Reduction A/c

(c) Bank A/c (d) Contingent Liability A/c

As per Banking Regulation Act, every bank has to transfer of profit to
Statutory Reserve Fund Account every year.

(a) 5% (b) 10%

(c) 25% (d 20%

Interest Suspense Account in the books of Bank shows  balance.

(a) Debit or Credit (b) Debit

(c) Negative (d) Credit

From the following, which income will not be shown in Liquidator’s Receipt &
Payment Account ?

(a) Assets Realised

(b)  Surplus from total secured creditors
(c) Calls on partly paid shares

(d) Profit & Loss A/c.

The liquidator has a cash balance of ¥ 1,23,600 after paying to the debenture
holders. 3% remuneration is payable to the liquidator on the amount paid to
unsecured creditors. Calculate the amount payable to unsecured creditors.

(a) 3,600 (b) ¥ 1,19,892
() 1,23,600 () % 1,20,000

Which of the following is considered as “unsecured” creditors ?
(a) Unpaid taxes of Local Government

(b) Employees’ Gratuity

(c) Employees’ Provident Fund

(d) Outstanding Expenses

Who will sacrifice in the capital reduction scheme?

(a) Equity Shareholders (b) Preference Shareholders
(¢) Creditors (d) All of the above as per requirement
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