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Advanced Accounting 
Time: 3 Hours        Max Marks: 80 

                                                     Section - A (Short Answer Type)                                 5 x 4=20M 
Note:   Answer any FIVE of the following questions in not exceeding 20 lines each. 
 


1. Explain the treatment of goodwill at the time of retirement of a partner.


2. What is Garner Vs Murray case? What is its ruling?
Vs

3. Give the journal entries for forfeiture and re-issue of forfeited shares.


4. What do you understand by profits prior to and after incorporation? How do you calculate them?


5. A, B and C are partners sharing profits in the ratio of 3:2:1. D is admitted as a partner with 1/6th 
share. Calculate the new profit-sharing ratio and sacrificing ratio.
A, B, CD


6. X Ltd., issued 2,000 shares of Rs.10 each as fully paid to the promoters for their services and issued 
1,000 shares of Rs.10 each credited as fully paid to the underwriters for their underwriting services. 
Journalize the transactions.
X



7. How would you show the following two items in a balance sheet of a company as at 31st March, 
2019.

General Reserve (1st April, 2018): Rs.2,00,000. 
 

Profit & Loss Account (Debit Balance) for 2018-2019: Rs.1,50,000. 


8. From the given information calculate goodwill at 4 years purchase of super profit.

Adjusted Average Profit : Rs.2,58,000 

Normal Profit : Rs.1,94,000. 

 
                    Section - B (Essay Answer Type)                           5 x 12=60M 

Note:   Answer the following questions in not exceeding 4 pages each. 
  

9. a) What are the essential features of a Partnership? Give the provisions of Partnership Act, 1932 
applicable when there is no agreement between the partners. 

 

OR 
  b) On 1st April, 2018, A and B entered into a partnership contributing Rs.24,000 and Rs.10,000 

respectively. According to the deed, the interest on capital and drawings is to be charged @ 8% 
per annum. A and B shall reserve a monthly salary of Rs.2,000 each. A is entitled to 3/5th and B 
is entitled 2/5th of profits. 
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 A, B

A, BA, B
 

  During the year: 
i) ‘A’ withdrew Rs.8,000 from his capital on permanent basis on 1st October, 2018 and on the 

same date ‘B’ introduced Rs.4,000 as additional capital. 
AB
 

ii) ‘A’ withdrew Rs.3,000 at the end of each quarter and B withdrew Rs.6,000 at the end of 
each half year. 
AB
 

iii) The profits for the year before any adjustments is made was Rs.60,000. 
 

  Prepare profit and loss appropriation account and capital accounts of partners when the capitals 
are fixed and fluctuating. 

  
   
10. a) Why is a partnership firm dissolved? Explain how the accounts are settled when a partnership 

firm dissolved.


OR 
  b) Following is the balance sheet as on 31st March, 2018 of a firm having three partners Alfa, Beta 

and Gama sharing profits and losses equally.  
   
   

Liabilities  (Rs.) Assets  (Rs.) 

Sundry Creditors  20,000 Cash  3,120 

Loan  10,000 Stock  14,630 

Capital:   Debtors  4,720 

Alfa  8,000 Machinery  10,530 

Beta  6,000 Profit & Loss Account  12,000 

Gama  1,000     

  45,000   45,000 

  Beta was insolvent and the firm was dissolved. Stock was sold for Rs.9,900 while machinery 
fetched Rs.5,000. Rs.4,000 were received from debtors. Realization expenses totalled Rs.220. 
Nothing could be recovered from Beta. Close the books of the firm. 

  
 

 
11. a) What are Bonus Shares? Why are they issued? Explain the guidelines of SEBI for issue of Bonus 

Shares.
SEBI


OR
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  b) Akshara Computers Ltd., issued 20,000 equity shares of Rs.10 each at 10% discount. The net 

amount payable as follows: 
  
   

                                         (Rs.) 
On application  3 

 
On allotment  2 (After discount Rs.1)  
On first call  2 

 
On final call  2 

 
  Applications were received for 16,000 shares and allotted to all the applicants. A shareholder 

holding 200 shares did not pay final call. His shares were forfeited. Out of these, 100 shares 
were reissued to Ms. Sonia at Rs.7 per shares as fully paid. 

  Give journal entries and show necessary accounts in the books of the company. 
  
  
   

 


12. a) Explain the general instructions for preparation of profit and loss account and balance sheet 
issued by Companies Act, 2013. 

 

OR
 b) The following are the balances of Lishanth Co. Ltd., as on 31st March, 2018. 
   

Credit  (Rs.) Debit  (Rs.) 

Share capital (Rs.10 per share) 
 50,00,000 Premises  30,72,000 

12% Debentures  20,00,000 Plant  33,00,000 

Profit and loss account  4,00,000 Stock  7,50,000 

Bills payable  3,70,000 Debtors  8,70,000 

Creditors  4,00,000 Goodwill  2,50,000 

Sales  41,50,000 Cash and Bank  5,44,000 

General reserve  2,50,000 Calls in Arrear  75,000 

Bad-debts provision on 1.4.2017 
 35,000 

Interim dividend paid 
 3,92,500 

    Purchases  18,50,000 

    Preliminary Expenses  50,000 

    Wages  9,79,800 

    General Expenses  68,350 

    Salaries  2,02,250 

    Bad-debts  21,100 

  
  

Debentures interest paid 
 1,80,000 
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  Other information : 

i) Depreciate Plant by 15%. 
 

ii) Write off Rs.5,000 from preliminary expenses. 
 

iii) Half years debentures interest due.  
 

iv) Create 5% provision on debtors for doubtful debts. 
 

v) Provide for income tax @ 30%. 
 

vi) Stock on 31st March, 2018 was Rs.9,50,000. 
 

vii) The board declared a dividend of 12% on paid up capital including interim dividend.  
 

Prepare final accounts of the company as per the requirements of the Companies Act, 2013. 
  

 

13. a) What is the need for valuation of Goodwill? Explain the various methods of valuing goodwill. 
  

OR 
  b) ABC Ltd., has a paid up capital of Rs.3,00,000 divided into 30,000 equity shares of Rs.10 each 

and 5% 1,000 preference shares of Rs.100 each. The company has Rs.1,00,000 debentures, the 
interest payable is 10% p.a. During the year 2017-18, the company earned a profit of 
Rs.1,60,000 before charging interest. The company declared dividend at the rate of Rs.2 per 
share for the last year. The normal rate of return is 20%. Tax rate of 30%. 

  Calculate value per share under Earning Yield method and Dividend Yield method. 
  
  
  
  
  
  
 

     


