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Instructions : (1) Figures to the right side indicate full marks.

(2) Show necessary calculations in support of your answer.

[Max. Marks : 70

1. Balance Sheet of Sant Bros. as on 31-3-2016 is as under : 14
Liabilities 4 Assets L4
Capital : Goodwill 1,82,000
Prince : 3,15,000 Trademark 1,96,000
: 2,45.000 5,60,000 | Land-Building 6,16,000
General Reserve 35,000 | Plant-Machinery 2,80,000
P& L A/C 1,05,000 | Furniture 1,13,400
Bank Loan 2,10,000 | Stock 14,000
Creditors 3,50,000 | Debtors 11,200
Bills Payable 1,12,000 | Bills Receivable 2,800
Outstanding expenses 28,000 | Bank Balance 14,000
Description fund for Building 56,000 | Advertisement Sus. A/c. 26,600
14,56,000 14,56,000
On 1-4-2016 Pritesh Ltd. purchased the business on the following conditions.
(1) All the assets and liabilities were taken over by the company.
AU-118 9 P.T.O.
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(A)

(B)

©
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Fixed assets were valued at 20% higher than its book value, while current assets

are agreed at its books value.

Pritesh Ltd. agreed to pay the purchase price in 28,000 Equity Shares of
T 10 at 10% premium and 25,200 Preference Shares of ¥ 10 each.

Show the calculation of purchase consideration and write Journal Entries
for above transaction in the books and prepare new Balance Sheet of the Pritesh

Ltd.
OR
Explain any one :
(1)  The provisions of Companies Act relating to Accounting Standards.

(2)  Usefulness of Accounting Standards.

Answer any two :
(1) To which inventories does AS-2 not apply ?

(2)  About which matters of depreciation disclosure should be made in Financial

Statements ?

(3) Vasava Ltd. purchased the business of Vinod Brothers. Purchase
consideration was paid by 24,000 equity shares of ¥ 100 each at 25%
premium. Capital Reserve arrived at I 1,20,000. If the value of total
liabilities taken over was ¥ 6,00,000, then the value of total assets taken

over would be.

Answer any two :
(1) What are ‘Depreciable Assets’ ?
(2) What is ‘Cost of Conversion’ ?

(3) To whom is Accounting Standard-10 applicable ?

10



2. Paras Ltd. issued 28,000 equity shares of ¥ 10 each, which were underwritten by three

underwriters as under :

GA’:

14,000 shares, ‘B’ : 8,400 shares, ‘C’ : 5,600 shares.

On addition, there was firm underwriting as under :

‘A

1,400 shares, ‘B’ : 700 shares, ‘C’ : 2,100 shares.

The company received applications for 21,280 shares including firm underwriting and

number of marked forms were as under :

GA’:

4,200 shares, ‘B’ : 6,300 shares, ‘C’ : 2,380 shares.

Show the liability of each underwriters, if

(1)
2

(A)

(B)

AU-118

No credit is given for firm underwriting.
Credit is given for firm underwriting.
OR

Chandra Ltd. issued 17,640, 11% debentures of ¥ 100 each at 4% discount on
1-1-2014. It was stated at the time of issue that ¥ 70,560 debentures would be

redeemed annually by purchase in open market.

During 2014 and 2015, debenture discount of I 13,440 per annum was
written off. During the year 2015 the company purchased debentures of I 21,168
at ¥ 95 and debentures of ¥ 49,392 at ¥ 93 and cancelled them.

Give Journal Entries for the year 2014 and 2015.
OR

Mention the methods of redeeming the debentures and explain the method of

cancelling the same after purchasing from the open market.

Answer the following :

(1) Discuss the types of underwriting agreements in the context of account of

underwriting commission.

(2) By closing Underwriting Commission A/c, in which account the balance

will be carry forwarded by the company ?

11 P.T.O.



(C) Answer any two :

(1)  Write “Advantages of Underwriting of Shares/Debentures”.
(2) Investment in own Debentures is recorded in

(3) Under which section of Companies Act, there are certain restrictions

regarding the payment of Underwriting Commission ?

3. The Balance Sheet of Ronak Ltd. as on 31-3-2016 was as follows :

of the company.

Liabilities 4 Assets 4

Equity Shares of ¥ 100 each Goodwill 56,000
fully paid 4,48,000 | Patents 56,000
9% Preference Shares of ¥ 100 Freehold Property 2,24,000
each 2,24,000 | Plants & Machinery 3,02,400
10% Debentures 2,24,000 | Investments 1,12,000
General Reserve 15,680 | Stock 2,01,600
Accrued interest on Debentures 22,400 | Debtors 1,09,760
Directors’ Loan 89,600 | Preliminary Expenses 20,000
Bank Overdraft 53,760 | Advt. Suspense A/c. 24,800
Creditors 1,12,000 | Profit & Loss Account 67,200
Copy Right 15,680

11,89,440 11,89,440

The scheme of capital reduction sanctioned by the Tribunal is as under :

(1) Equity shares are to be written down by ¥ 80 each.

(2) Preference shares are to be written down to I 60 each

AU-118
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(3) The Debenture holders agreed to have their accrued interest paid in cash and to
take over freehold property, having a book value of ¥ 1,12,000 at a valuation of
% 1,56,800 in part payment of amount due to them.

(4) The Directors accept settlement of their loan as to 80% of thereof by allotment of
Equity Shares, 10% in cash and the balance being waived.

(5) The remaining amount is to be utilized in writing down plant and stock in the

proportion to their book values.
(6) Allinvisible and intangible assets are to be written off.

You are required to show the Journal Entries and Balance Sheet after

Capital Reduction.
OR
(A) Explain any one : 7
(1) Discuss the methods of reducing capital.

(2)  Write losses to be written off (utilization of capital reduction) from Capital
Reduction A/c.

(B) Answer any two : 4
(I) The division and consolidation of shares.

(2) R 21,000 dividend on Preference Shares is not declared and paid. Pref.
Shareholders agreed to waive their arrears of 3/5 part of dividend and for
the remaining 2/5 part they are given equity shares of I 10 each. Pass

necessary entry.

(3) The company has issued 1,000 equity shares of ¥ 10 each in exchange of
Equity stock of ¥ 9,400. Pass necessary entry.

(C) Answer any two : 3

(1) A company has converted its 100 equity shares of ¥ 100 each into Equity
Stock of ¥ 9,250. Write Journal Entry.

(2) The authorized capital of a company was 7,000 shares of ¥ 100 each and it
was increased to I 8,00,000. Write Journal Entry.

(3) What is Capital Reduction ?

AU-118 13 P.T.O.



4.  Patel Insurance Co. Ltd. deals with Fire Insurance only. The following balances are

extracted from the books of the company :

Particulars 31-3-2015 31-3-2016
4 4
(1) Claims paid 1,05,000 1,68,000
(2) Recovery of reinsurance 12,600 21,000
(3) Commission on reinsurance accepted 8,400 13,440
(4) Commission on reinsurance ceded 21,840 24,360
(5) Premium on reinsurance accepted 58,800 1,17,600
(6) Depreciation on Fixed Assets 14,700 17,220
(7) Salaries 1,17,600 1,34,400
(8) Administrative expenses 14,700 19,740
(9) Bonus utilized in reduction of premium 13,440 -
(10) Claims paid on reinsurance accepted 2,100 2,730
(11) Commission on direct business 29,400 35,700
(12) Premium received 5,67,000 6,09,000
(13) Premium on reinsurance ceded 1,76,400 2,31,000
(14) Audit Fees 4,200 4,200
(15) Stationery & Postage 42,840 52,500
(16) Bad debts 3,150 18,900
(17) Loss on sale of Motor car - 3,360
(1) Total amount in respect of outstanding claims on 31-3-2014, 31-3-2015 and

2

3)

AU-118

31-3-2016 were X 57,750, X 64,050 and X 76,860 respectively.

Reserve for unexpired risk as at 31-3-2014 was ¥ 1,61,700 and additional reserve

was < 24,360.

Reserve for unexpired risk is to be provided for at 50% and additional reserve at

5% of the net premium income.

From the above information, prepare Fire Revenue Account for the year

ending on 31-3-2015 and 31-3-2016.
OR

14
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(A) Write a short note on : NO claim Bonus (Bonus utilized in reduction of

(B)

©

premium). 7

Explain : (any one) 4
(1) Reserve for unexpired risks
(2) Re-insurance

Explain : (any one) 3
(I) Commission

(2) Net premium

5. Choose right answer from given options : (any seven) 14

(1)

2

3)

4

(&)
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Total assets of a firm are ¥ 6,40,000. Total Liabilities are ¥ 90,000. Purchase price
is determined at ¥ 4,80,000. Then what it would be ?

(A) Goodwill (B) Capital Reserve
(C) Both Goodwill and Capital Reserve (D) None of the above

A change made in the method of depreciation as per Indian Accounting Standard-6
is treated as the change in the following matter :

(A) Change in Accounting Policy (B) Change in Valuation
(C) Change in Assets (D) None of the above

On debenture of ¥ 500, maximum amount of underwriting commission allowable
is

(A) T125 B) T25
© %5 (D) None of the above

An amount equal to the face value of debentures redeemed is transferred from

Profit & Loss Appropriation A/c to Alc.
(A) Capital Reserve (B) General Reserve
(C) Goodwill (D) None of the above

If under the scheme of Capital Reduction, the damaged machinery worth
T 3,00,000 is sold out as a scrap for I 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) R 2,50,000 should be debited to Capital Reduction Account
(D) R 3,50,000 should be credited to Capital Reduction Account
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Which share can be converted into stock ?
(A) Partly paid share (B) Fully paid share
(©) (A) and (B) both (D) None of the above

Which independent regulatory authority has been formed for Insurance Company ?
(A) IRDA (B) TRAI
(C) RBI (D) TRBI

Claims are received by Insurance Companies on
(A) Direct business (B) Re-insurance accepted
(C) Re-insurance ceded (D) None of the above

Pukar Ltd. has taken over Gargi Bros. Sundry Assets at ¥ 10,00,000 and the value
of goodwill at ¥ 1,00,000, other Sundry liabilities at ¥ 8,00,000. Then the
purchase price of the business will be

(A) <2,00,000 (B) %2,50,000
(C) 3,50,000 (D) ¥ 3,00,000
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