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PART -1

Instruction : Attempt any two questions from Part-I.

1.  (A) Write the journal entry of following transactions : 6

(1) The share capital of a company consists of 55,500 equity shares of I 100
each. The company decided to sub-divide the same into equity shares of
T 10 each and 15% preference shares of X 10 each in the ratio of 3:2
(2) 37,500 equity shares of I 100 each are sub-divided into 3,75,000 equity
shares of ¥ 10 each.
(3) A company decided to issue equity stock in the following manner in
exchange of 2,500 equity shares of I 100 fully paid,
(A) at the rate of ¥ 110 for each share (B) at the rate of I 95 for each share
(B) The issued capital of PM company Ltd. was ¥ 5,00,000 divided into shares of
T 10 each. ¥ 8 per share called and paid. A sum of ¥ 1,97,500 was capitalised out
of Reserve Funds. From that amount the directors were authorised to (A) Declare
a Bonus Dividend to make the shares fully paid and (B) to issue bonus share on
the basis of one Equity share for every four equity shares held at ¥ 5 Premium on

each share. Pass necessary journal entries in the books of the company. 6

(C) The following is the extract of Trial Balance of Nidhi Limited as on 31-3-2022 : 8
Particulars 3

Equity Share Capital (20000 shares of ¥ 10 each ) 2,00,000

Redeemable Preference Share Capital 40,000

(5000 shares of ¥ 10 each, X 8 paid up)

General Reserve 40,000

Securities Premium 5,000

Bank Balance 1,00,000

The company decides to redeem the preference shares at 5% premium after complying
with legal provisions. For this, new equity shares of required amount are issued at cost
price. Write necessary journal entries for the issue of new equity shares and preference
capital redeemed in accounting books.

2. (A) Shiv Co. Ltd. issued 10,00,000 equity shares of ¥ 10 each at 50% premium for
public. The whole issue was fully underwritten by Raghupati, Raghav, Raja and
Ram as follows : 14
Raghupati : 30%, Raghav : 30%, Raja : 20% , Ram : 20%
The underwriters made application for firm underwriting as under :
Raghupati : 25,000, Raghav : 25,000, Raja : 25,000, Ram : 25,000
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(B) Give the answer (any one) : 6

(1) State the advantages of Underwriting

(2)  Explain the meaning of Marked Application.

3. (A) The following scheme of reconstruction of capital was approved : 14

The Balance Sheet of Bharat Ltd. as on 31-3-22 is as follows :

Liabilities 3 Assets 3
Equity Share Capital of ¥ 10 8,00,000 |Goodwill 60,000
each

10% Pref. Shares of ¥ 100 2,00,000 |Land & Building 5,50,000

each

12% Debentures 2,50,000 |Machinery 1,80,000

Outstanding Interest on 50,000 |Investments 70,000
Debentures
Creditors 2,00,000 |Stock 80,000
Contingent Liability : Debtors 1,20,000
Claim against company for Bank Balance 1,50,000
% 30,000
Preliminary Exp. 80,000
P& L Alc 2,10,000
15,00,000 15,00,000

(1) The Price of Pref. shares is to be reduced upto I 60 per share.

(2) The Price of Equity shares is to be reduced by ¥ 5 per share.

(3) The debenture holders agreed to forgo their outstanding interest and also
agreed to accept a piece of land worth I 2,00,000 at ¥ 1,80,000 as part
payment.

(4) The remaining land and building were valued at ¥ 2,70,000.

(5) 90,000 were realized of investments.

(6) Reconstruction expenses amounted to I 40,000.

(7) It was decided that company had to pay the claim.

(8)  All Intangible and fictitious assets mentioned in the books are to be written off.

(9) Out of creditors of T 1,00,000 to be settled with ¥ 80,000.

Write necessary journal entries in the books of the company.

(B) Give the answer (any one) : 6
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The total applications excluding Firm underwriting but including marked

applications were 6,00,000 equity shares. The marked applications were as under:
Raghupati : 1,80,000, Raghav : 1,00,000, Raja : 1,00,000, Ram : 40,000

It was agreed that underwriters were to be paid underwriting commission at 5%

on the issue price. Calculate amount of commission for each underwriter and

determine the liabilities of an individual underwriter if :

(1)  Credit for firm underwriting is not given to underwriter

(2)  Credit for firm underwriting is given to underwriter.

(1) Explain the methods of reducing share capital.
(2) State the provisions of table 'A’ related to alteration of share capital.
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4.  (A) PM Insurance Co. Ltd. provides you following details of fire and marine

(B)
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departments for the year ending on 31-3-22. 14
Fire Marine
Particulars department | department
®) ®)

Premium received 22,00,000 45,70,875
Premium outstanding :

On 31-3-21 1,50,000 10,00,000

On 31-3-22 4,50,000 429,125
Claims paid 25,00,000 35,80,725
Claim outstanding :

On 31-3-21 2,00,000 6,00,000

On 31-3-22 7,50,000 2,19,275
Reserve for unexpired risk (31-3-2021) 8,00,000 27,00,000
Additional reserve (31-3-2021) 1,50,000 2,00,000
Commission 5,50,000 6,50,000
Commission on re-insurance accepted 60,000 1,80,000
Commission on re-insurance ceded 1,10,000 3,30,000
Loss on sale of Furniture 15,000 15,000
Profit on sale of Investment 2,70,000 2,50,000
Bad debts 10,000 12,000
Fire extinguishers expenses 10,000 —
Re-insurance recovery 15,00,000 15,50,000
Re-insurance premium accepted 8,50,000 4,50,000
Re-insurance premium ceded 3,50,000 2,50,000
Interest and dividend 1,40,000 1,60,000
Income-tax on interest and dividend 10,000 10,000
No claim Bonus 8,000 10,000
Other income 5,00,000 5,60,000
Bad debts Recovery — 50,000

Other information is as follows :

(1)  Unexpired risk reserve is to be kept as per insurance company’s rules and
every year additional reserve is to be increased by 10% on net premium.

(2) The administration expenses of I 7,20,000 is to be divided between fire and
marine department in the proportion of net premium received.

Prepare Revenue Accounts for both Departments for the year ending on 31-3-22.

Give the answer (any one) : 6
(1) Reinsurance Accepted and Reinsurance Ceded.
(2) 'Reserve for Unexpired Risk' and 'No Claim Bonus'
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PART - 11

5. Choose the right answer from given options : (any five) 10

(1)

2)

)

4

)

(6)

(7)

(8)

)

General Insurance covers
(A) Loss of lives due to fire
(B) Loss of lives during marine voyage
(C) Loss of goods & Assets by fire and marine transportation
(D) All of these
Re-insurance ceded, means
(A) Insurance of other company accepted
(B) Claims received
(C) Insurance given to other company
(D) None of these
When balance of securities premium is to be written off, the balance of capital
reduction fund
(A) Increases (B) Reduces
(C) Sometime increases (D) Does not change
On debenture of ¥ 750 maximum amount of underwriting commission allowable
is —
(A) R 18.75 (B) %37.50
(C) T 18.57 (D) R35.05
A company has converted its 10 Equity shares of ¥ 10 each into stock of ¥ 105, in
the books of company
(A) Equity Stock A/c will be credited % 105
(B) Discount on Equity Stock A/c will be debited X 5
(C) Stock Premium A/c will be credited X 5
(D) (A) and (B) both
account is debited, when Contingent Liability is paid.

(A) Cash A/c (B) Contingent Liability A/c
(C) Capital Reduction A/c (D) None of above
Underwriting agreement is made for

(A) Issue of Right shares (B) Private Placement of shares
(C) (A) and (B) both (D) None of above

A public company before making public issue of shares, enters into a contract
with a merchant banker or a sponsor, or syndicate of sponsors to buy all the
shares of company it is known as .

(A) Sale out deal (B) Sweat Equity

(C) Book building Process (D) Buy Back of share
As per of the Companies Act, 2013, Redeemable Preference shares can be
redeemed out of credit balance of profit and loss account.
(A) Section 55 (B) Section 56
(C) Section 57 (D) Section 58
(10) Redeemable Preference shares cannot be redeemed
(A) At Cost Price (B) Ata Discount
(C) AtaPremium (D) None of above
8
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