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Instruction : Figures to the right indicate full marks.

1.  Deval Ltd. issued 80,000 equity shares each of ¥ 10 at a premium of I 2.50 and

applications were invited. Amount payable per share on it was as under : 14
On Application ... 250

On Allotment ... ¥5.00 (including premium)

On First Call ... %2.50and

On Final Call ... %250

Total applications received were for 1,36,000 shares. Allotment was made pro-rata to
the applicants of 1,20,000 shares and remaining applications were refused. Excess
money on application was credited to Allotment Account.

Doli who was allotted 800 shares failed to pay allotment and call money.
Rupali who was allotted 600 shares could not pay money on First and Final Call.
Deepali who was allotted 400 shares has not paid Final Call.

After giving due notice all these shares were forfeited by the Directors and shares of

Doli, Rupali, and Deepali were reissued to Krupali at X 8 per share as fully paid.

Pass necessary Journal Entries.
OR
1. Harshal Ltd. issued 2,00,000 equity shares each of ¥ 10 at ¥ 15 (Including Premium
of ¥ 5) per share for public subscription. The whole issue was underwritten by

Aanand, Aakash and Aashay in the ratio of 2 : 1 : 1. The underwriters applied for

firm underwriting as follows : 14
Aanand 6,000 shares
Aakash 4,000 shares
Aashay 8,000 shares
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The company received applications for 1,80,000 equity shares (excluding firm

underwriting) of which marked applications were as follows :

Aanand 80,000 shares

Aakash 42,000 shares

Aashay 56,000 shares
1,78,000 shares

Underwriters are to be paid Commission @ 3% of issue price. Calculate the liability
of underwriters, when benefit of firm underwriting is :

(A) given and

(B) not given

2. The Balance-Sheet of ‘X’ Ltd. as on 31-03-2014 was as under :
Liabilities 4 Assets 4
Equity Share Capital Fixed Assets 3,00,000
30,000 equity shares of ¥ 10 Current Assets:
each fully paid 3,00,000 | Stock 1,50,000
12,000 6% Red pref. shares Debtors 60,000
of ¥ 10 each fully paid 1,20,000 | Bank Balance 1,60,000 | 3,70,000
Profit & Loss Account 1,66,000 ]
Creditors 50,000
Proposed Dividend 34,000
6,70,000 6,70,000

Under the terms of redemption, Redeemable preference shares were to be
redeemed at a premium of 5%. For the purpose of redemption 4,000 5% preference

shares of ¥ 10 each were issued at a premium of ¥ 5 per share and were fully paid.

On 1™ April 2014, 6% Redeemable preference shares were redeemed but there
is no trace in respect of holders of 40 preference shares. Bonus issue of one equity

share for every 10 equity shares was made on that date.

Pass necessary Journal Entries in respect of above transactions and prepare revised
Balance-Sheet.
OR

BG-105 10
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2.

D & P Limited was incorporated on1® April 2014 to purchase the business of M/s.

Tripathi Bros. with an authorised capital of 1,00,000 Eq. shares of ¥ 10 each. The

Balance-Sheet of the firm as on 31-3-2014 was as under :

Liabilities 4 Assets 4

Capital Machinery 4,00,000
Devarshi 2,00,000 6% Investments (at par) | 1,30,000
Mabharshi 2.00.000 4,00,000 | Stock 1,10,000
Revenue Reserve 1,60,000 | Debtors 44,000
Workmen’s compensation fund 20,000 | Less : B.D.R. 4,000 40,000
8% Public Deposits 40,000 | Bank Balance 77,000
Creditors 56,000
Outstanding wages 1,000
Depreciation fund

Plant & machinery 80,000

7,57,000 7,57,000

The terms of purchase of business were as under :

(1) Goodwill of the firm be valued at I 2,00,000.

14

(2) Book value of Plant & Machinery is 20% less than the market value. The

market value of investments and stock are ¥ 1,50,000 and ¥ 1,00,000

respectively. Plant & Machinery, Investments and stock were to be taken over

at the market value.

(3) Debtors require a provision of 10% as bad debts reserve. Other assets and

liabilities were taken over at book value.

(4) A claim of ¥ 3,000 is accepted by the firm against Workmen’s Compensation

Fund and will be paid by the company in future.

BG-105
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Purchase consideration will be discharged as follows :

(1) 5% debentures to be issued to the 8% public deposit holders of the firm in such

a manner that they do not sustain any interest loss in future.

(2) 70,000 equity shares each of I 10 will be issued at a price of I 12 per share.

Balance amount in cash.

The company issued 10,000 equity shares each of X 10 to the public at 20%

premium for which full amount was received. Preliminary expenses of the company

amounted to ¥ 10,400 which were paid by the company.

Draft Journal Entries in the books of D & P Ltd. and prepare opening Balance-Sheet

of the company.

Gujarat Insurance Co. Ltd. presents the following information regarding Fire and

Marine Insurance for the year ended 31-03-2014 :

Particulars Fire Marine
4 4

Reserve for unexpired risk 31-03-13 14,00,000 18,00,000
Claim paid 8,00,000 6,00,000
Liabilities for outstanding
Claims ason: 31-3-2013 1,00,000 1,20,000

31-3-2014 1,60,000 80,000
Premium received 24,00,000 16,00,000
Premium on Re-insurance accepted 3,00,000 2,00,000
Premium on Re-insurance ceded 2,00,000 1,60,000
Re-insurance recoveries 1,20,000 1,00,000
Interest and Dividend 1,00,000 80,000
Taxes on Int. and Div. 30% 30%
Other income 40,000 50,000
Commission 1,40,000 1,30,000
Commission on Re-insurance accepted 60,000 40,000
Commission on Re-insurance ceded 40,000 32,000

BG-105
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Other information :

(1) Every year additional reserve is maintained at 50% of reserve for unexpired

risk.

(2) The administration expenses of I 2,00,000 and legal expenses I 80,000 are to

be divided between Fire and Marine in the proportion of net premium received.

(3) Premium outstanding :

Date Fire Marine
31-03-2013 3,00,000 80,000
31-03-2014 2,00,000 40,000

Prepare Revenue Account for both the department.

OR
3. Following is the Trial Balance of Shrirang Co. Ltd. as on 31-03-2014 :

Debit Balance 4 Credit Balance 4

Land & Building 4,00,000 | Equity share capital 5,00,000
Furniture 1,20,000 | 10% Pref. share capital 2,00,000
Stock (1-4-2013) 2,00,000 | Share forfeited A/c. 10,000
Call in Arrears 20,000 | Sales 16,20,000
Investment 6,00,000 | 10% Debentures 4,00,000
Debtors 5,00,000 | Purchase Return 60,000
Cash-Bank 80,000 | Public Deposit 1,00,000
Purchase 10,60,000 | Provident Fund 70,000
Sales Return 20,000 | General Reserve 2,60,000
Salary & Wages 1,31,000 | Profit & Loss A/c.
Bad Debts 20,000 | (1-4-2013) 1,46,000
Preliminary Exp. 40,000 | Creditors 1,30,000
Interest on Debentures 20,000 | Interest on Investment 15,000
Director’s Fees 1,60,000
Income Tax paid in Advance 1,40,000

35,11,000 35,11,000

BG-105
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After considering the following information, prepare the Vertical Final Accounts

according to Companies Act :

(1)
2
3)
4
(&)

(6)
(7

The closing stock on 31-03-2014 % 3,50,000.

Provide 5% Reserve for B.D.R.

Provide depreciation on Fixed Assets at 10%.

Write-off 10% of preliminary expenses.

The Directors of the Company recommended dividend on Preference Share
Capital and 12% on Equity share Capital.

Transfer to General Reserve ¥ 40,000.

Provide 50% for Income Tax.

4.  Answer any two :

(1)

2

BG-105

The ‘X’ Co. Ltd. acquires the business of a firm as on 1% July 2014. It being
incorporated on 1% November, 2014. The first annual accounts are drawn upto
31-3-2015.

Gross profit is ¥ 2,80,000, General expenses I 36,000, Preliminary expenses

% 20,000, Salary of salesmen ¥ 27,000.

Rent upto 31" December 2014, was T 36,000 per annum after which it was

increased to I 60,000 per annum.

The total sales were T 15,12,000. The monthly average of which for the four

months (July to October 2014) being half of that remaining period. The

company earned a uniform profit.

You are required to prepare a statement showing profit prior to and after

incorporation.

Write Journal Entries in the books of the company.

(i) The share capital of the company consists of 50,000 equity shares of
% 100 each. The company decided to sub-divide the same into equity
shares of ¥ 10 each and 10% preference shares of I 10 each in the ratio of
3:2.

(il)) The company has issued 10,000 equity shares of ¥ 10 each in exchange of
equity stock of ¥ 98,000.

(i11)) The company decided to issue equity stock in exchange of 50,000 equity
shares of ¥ 100 each at the rate of ¥ 95 for each share.

14
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(3) Explain the meaning of Capital Reduction. Which Journal Entries are generally

made for this purpose ?

(4) What is an Accounting Standards ? Explain the usefulness of Accounting

Standards.

(5) Explain profit prior to and after incorporation of company and its arrangement.

5. For each of questions more than one answer are given, out of which only one answer

is correct. You are required to select the correct answer for it (Any seven) : 14

(1) At the time of forfeiture Share Capital A/c. is

(a)
(b)
(©)
(d)

2 X

debited at face value of shares
credited at face value of shares
credited at called up value of shares
debited at called up value of shares

company decided to issue equity stock of I 22,000 in exchange of 2000

equity shares of ¥ 10 each. In the Journal entry

(a)
(b)
(©)
(d)

< 2,000 would be credited to “Discount on issue of stock account”.
% 2,000 would be credited to “Premium on issue of stock account”.
% 2,000 would be debited to “Premium on issue of stock account”

% 2,000 would be debited to “Discount on issue of stock account”

(3) From the following, who has right to get right shares ?

(a)
(b)
(©
(d)

Directors of a company
Non-convertible debenture holders of the company
Current preference share-holders

Current equity share-holders

(4) Which of the following share capital can be redeemed as per section 80 of the

Companies Act ?

(a)
(b)
(©
(d)

BG-105

Equity shares
Convertible Preference Shares
Participating Preference Shares

Redeemable Preference Shares
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(&)

(6)

(7

®)

®)
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If under the scheme of Capital Reduction the damaged machinery worth
T 3,00,000 is sold out as a scrap for ¥ 50,000 then

(a) ¥ 50,000 should be credited to Capital Reduction Account

(b) ¥ 3,00,000 should be debited to Capital Reduction Account

(c) ¥ 3,50,000 should be credited to Capital Reduction Account

(d) ¥ 2,50,000 should be debited to Capital Reduction Account

In case of an insurance company, the amount of premium received on direct
business is T 25,00,000, premium on re-insurances accepted is I 5,00,000 and
premium on re-insurance ceded is ¥ 6,00,000. The net income of premium will

be considered

(a) < 25,00,000 (b) 30,00,000

(¢) < 36,00,000 (d) *24,00,000

In fire and miscellaneous Insurance business reserve for unexpired risk is kept
at of net premium Income.

(a) 100 % (b 25%

(c) 75% (d 50%

The accounting standard — 6 Depreciation Accounting does not apply to the
following :

(a) Building (b)  Furniture

(c) Plant (d) Goodwill

If the rate of Gross Profit on sale is 20% and cost of sale is ¥ 1,60,000 then total
sales will be

(a) < 3,20,000 (b) 40,000

(¢) < 1,92,000 (d) <2,00,000
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