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PART -1
Instruction : Attempt any two questions from Part-I.

1. (A) Write necessary journal entries of following transactions : 6
(1) 45,000 equity shares of ¥ 10 each are consolidated into 4,500 equity shares
of ¥ 100 each.

(2) The share capital of a company consists of 6,250 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 ¥ 10 each in the ratio of 6 : 4.

(3) A company decided to issue equity stock in the following manner in
exchange of 5,000 equity shares of I 100 fully paid

(A) at the rate of ¥ 120 for each share (B) at the rate of ¥ 85 for each share.

(B) The following is the extract of Trial Balance of Ram Limited as on 31-3-2022 : 8

Particulars 3

Equity Share Capital (1500 shares of ¥ 100 each) 1,50,000

Redeemable Preference share Capital 60,000

(750 Shares of ¥ 100 each, ¥ 80 paid up)

General Reserve 60,000

Securities Premium 7,500

Bank Balance 1,00,000

The company decides to redeem the preference shares at 10% premium after
complying with legal provisions. 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.
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The issued capital of Parth company Ltd. was ¥ 5,00,000 divided into shares of
T 100 each. ¥ 80 per share called and paid. A sum of ¥ 6,50,000 was capitalised

out of Reserve Funds. The directors were authorised to
(1) Declare a Bonus Dividend to make the shares fully paid and

(2) to issue bonus share on the basis of one Equity share for every five equity
shares held at ¥ 10 Premium on each share. Pass necessary journal entries in

the books of the company. 6

The authorized capital of PM Company Ltd. was 5,00,000 equity shares of
% 10 each. Company issues 80% of shares to the public with a premium of ¥ 10

per share. Issue was underwritten as under 14
Patit : 30%, Pavan : 20% Sita : 20%, Ram : 30%

Firm underwriting was for total 50,000 equity shares in which personal proportion

of each underwriter was as under :
Patit : 25%, Pavan: 20%, Sita : 25%, Ram: 30%

Company received applications for 3,00,000 equity shares which include marked
applications except firm underwriting. Marked applications were as under; Patit :

40,000, Pavan : 50,000, Sita : 35,000, Ram : 45,000

Calculate amount of payable commission of each underwriter as per company

rules and personal liability of each underwriter under following conditions;
(1)  When credit for firm underwriting is given to underwriters

(2)  When credit for firm underwriting is not given to underwriters

Give the answer (ANY ONE) : 6
(1) Explain main methods of buy-back of shares.

(2) Explain Regulations of SEBI regarding buy-back.

8



3. (A) The Balance Sheet of Chankya Ltd. is as under as on 31-3-22 :
Liabilities 4 Assets 4

Equity shares of ¥ 10 each Goodwill 75,000
fully paid 20,00,000

12% Preference shares of Trademark 1,55,000
% 10 each 5,00,000

General Reserve 2,50,000 | Land & Building 4,00,000

Securities Premium 70,000 | Plant 3,00,000

10% Debentures 1,00,000 | Furniture 3,50,000

Unpaid interest of debentures 10,000 | Investments 1,00,000

Creditors 70,000 | Stock 4,00,000

Debtors 3,00,000

Bank balance 2,20,000

Preliminary Expenses 1,30,000

P&L Account 5,50,000

Discount of Debentures 20,000

30,00,000 30,00,000

JK-101

A scheme for Capital reduction as approved by the Tribunal was as under :

(1)  Equity shares are to be reduced by ¥ 5 per share.

(2) Pref. shares are to be reduced by ¥ 4 per share.

(3) The debenture holders agreed to forgo 100% of their outstanding interest.

(4) T 60,000 were realized of investments.

(5) All fictitious and intangible assets are to be written off and balance of

Reserve Account, should have transferred to Capital Reduction Account.

(6) Reduce the assets as under;

Plant : ¥ 80,000., Debtors : ¥ 40,000., Stock : ¥ 30,000.

(7) Increase the assets as under;

Furniture: ¥ 50,000, Land & Building: 60,000. After necessary calculation,

pass necessary journal entries in the books of company.
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Give the answer (ANY ONE) : 6
(1) Explain Surrender of shares.

(2) Discuss the reasons of Capital Reduction.

Prepare Revenue Account for the Fire Insurance business of PM Insurance

Company from the following data as on 31/03/2022. 14

Particulars Direct Business | Re-Insurance
4 4

Claims Paid 20,00,000 8,00,000
Claims payable on 31/03/2021 50,000 1,25,000
on 31/03/2022 25,000 1,50,000
Claims Received — 7,50,000
Claims receivable on 31/03/2021 — 50,000
on 31/03/2022 — 1,00,000
Premium Received 50,00,000 15,00,000
Premium receivable on 31/03/2021 2,50,000 1,50,000
on 31/03/2022 5,00,000 4,00,000
Premium Paid — 8,00,000
Premium payable on 31/03/2021 — 1,00,000
on 31/03/2022 — 3,00,000
Commission on direct business 6,50,000 80,000
Commission on Reinsurance ceded — 1,50,000

(1)  OtherExpenses :

Salary X 3,20,000; Rent and taxes I 1,54,000; Stationery ¥ 96,000; Income
tax paid I 4,40,000; Interest & Dividend ¥ 2,20,000 (Gross) (Income tax
deducted at source ¥ 20,000), Legal expenses I 80,000 (including ¥ 20,000
incurred for settlement of claims).

(2) Reserve for unexpired risks on 01/04/2021 was < 20,00,000 and additional
reserve of T 2,00,000. Additional Reserve is to be maintained at 10% of the
net premium in the current year.
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(B) Write a short note : (ANY ONE) 6
(1) Re-Insurance

(2) Various types of insurance.

PART - 1I

5. Give the correct answer from the following options : (ANY FIVE) 10
(1) Full name of IRDAis
(A) Indian Regulatory and Development Authority
(B) Insurance Regulation and Development Authority
(C) Insurance Regulatory and Development Authority
(D) None of these

(2) For the Fire Insurance Company Reserve for Unexpired Risk is ¥ 1,75,250. Find

out amount of Net Premium.
(A) 3,50,500 (B) 87,625
(C) T 1,75,250 (D) %3,50,550
(3) After implementing the scheme of the internal capital reduction, the company is —
(A) Continued
(B) Dissolved
(C) Purchased by other company
(D) Merged to another company

(4) Capital reduction fund increases when
(A) Assets increase
(B) Liabilities increase
(C) Assets increase & Liabilities decrease

(D) Assets decrease & Liabilities increase

(5) When authorized capital is decreased
(A) Share capital account is credited
(B) Bank account is debited
(C) (A)and (B) both
(D) No entry is passed

JK-101 11 P.T.O.



(6) By closing share underwriting commission account, in which account the balance

will be carried forward by the company ?
(A) To Share-Debenture A/c (B) ToBank A/c

(C) To Underwriters A/c (D) To Profit & Loss A/c

(7)  Which account only can be used for issuing fully paid bonus shares ?
(A) Capital Redemption Reserve A/c
(B) Debenture Redemption Fund A/c
(C) General Reserve Alc

(D) Profit and Loss A/c

(8) Premium of redemption of preference shares is written off against

(A) Capital Reserve (B) Securities Premium
(C) General Reserve Alc (D) All of above
9) are included in issued and paid up capital of the company.
(A) Shares bought back (B) Potential equity shares
(C) Sweat equity shares (D) None of above

(10) Minimum time period for two bonus shares must be
(A) 24 Months (B) 12 Months
(C) 36 Months (D) None of above
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