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AE-101

[Max. Marks : 70

sheet of the firm as on that date is as under : 14
Liabilities 3 Assets 3
R’s capital 60,000 Land & Building 60,000
K’s capital 30,000 90,000 | Plant & Machinery 30,000
General Reserve 9,000 | Investment 10,000
Bills payable 21,000 | Debtors 1,50,000
Sundry creditors 1,50,000 | Stock 15,000
Bank 5,000
2,70,000 2,70,000
Conditions for business purchase were as under :
(1) Land and Building at ¥ 75,000, Plant and Machinery at ¥ 27,000 is to taken.
(2) Debtors at 20% less and Stock is to be taken at 20% more.
(3) Company has not purchased Investment, Bills Payable and Bank.
(4) 1500 equity shares each of I 100 at 10% premium are to be given towards
purchase consideration.
Pass necessary general entries in the books of the company and prepare Balance-
sheet of the new company.
OR
(1)  Explain the meaning and usefulness of Accounting Standards. 7
(1))  Write a detailed note on Accounting Standard 2 valuation of Inventories. 7
7 P.T.O.
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2. (A)
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Select the correct answer from given alternatives : (any Four) 4
(1) The Accounting Standard — 10 is for

(a) Fixed Assets (b) Current Assets
(c) Depreciation (d) None of these
(2) Accounting Standard—2 suggest method for wvaluation of
inventories.
(a) FIFO (b) LIFO
(c) Weighted Average (d) None of these
3) is treated as Owner’s funds.
(a) Reserve Funds (b) Worker’s Savings A/c
(c) Partner’s Loan (d) None of these

(4) When old Bad-debt are recovered, it is credited to
(a) Vendeor’s Suspense A/c (b) Bad debt Recovery A/c

(c) Debtor’s Alc (d) Creditor’s A/c
(5) If the purchase price is less than the net assets, the difference is considered
as )
(a) Capital Reserve (b)  Goodwill
(c) Purchase Price (d) None of these

(6) While calculating the purchase price, the number of shares issued by
purchasing company is calculate at their .
(a) Market Price (b) Cost Price
(c) Face Value (d) None of these

Karan Ltd. issued 1,20,000 shares which were under written by P, Q and R as
under : 14
P : 60,000 shares, Q : 40,000 shares, R : 20,000 shares
The underwriters made applications for firm underwriting as follows :
P : 10,000 shares, Q : 6,000 shares and R : 6,000 shares
The total subscriptions of 1,02,000 shares including firm underwriting. Marked
applications received were as under :
P : 24,000 shares, Q : 20,000 shares and R : 16,000 shares
Is it assumed that the credit of firm underwriting is not given to underwriters.
Ascertain the liability of the individual underwriters.

OR
(1)  Explain the Buy-back Method of Redeeming Debentures.

(1))  Write short notes on ‘Advantages of Underwriting of shares’. 7

8



(B) Select the correct answer from the given alternatives : (any Four)

AE-101

(1

2)

€)

(4)

©)

(6)

The maximum rate of underwriting commission in case of shares as per

company act should be
(@A 2.5% (b) 5%
() 10% d 7.5%

The company have the power to provide underwriting commission by its

(@) Memorandum of Association
(b)  Articles of Association

(c) Prospects

(d) None of these

On Debenture of ¥ 100. Maximum amount of underwriting commission

allowable is
(@ 5 (b) 25
(c) 10 (d 7.5

Loss on immediate cancellation of company’s own debentures after

purchase is transferred to
(a) Capital Reserve
(b) Profit & Loss A/c
(c) General Reserve
(d) None of these

Profit on immediate cancellation of Company’s own debenture after

purchase is transferred to

(a) Profit & Loss A/c (b)  General Reserve

(c) Goodwill (d) None of these
Investment in own Debentures is recorded in Balance sheet as
(a) Liabilities (b) Assets

(c) Capital (d) Expenses

9 P.T.O.



3. (A) The Balance Sheet of the Beta Ltd. as on 31-12-32018 was as under :
Liabilities 3 Assets 3

10,000 equity shares of ¥ 10 each | 1,00,000 | Land-Building 1,50,000

5000 Pref. shares of ¥ 10 each 50,000 | Machinery 40,000

Profit & Loss A/c 7,500 | Vehicles 10,000

Debentures 60,000 | Stock 11,000

Creditors 7,500 | Investment 7,500

Debtors 6,000

Bank 500

2,25,000 2,25,000

(B)

AE-101

The following scheme for Capital Reduction was approved by the tribunal was as
follows :

(1) % 6 per share on the equity shares and ¥ 4 per share on the pref. shares was
be written off.

(2)  Assets to be reduced by following amounts :

Land-building : ¥ 60,000, Machinery : ¥ 20,000, Vehicles : ¥ 2,000 and
Investment : I 4,000.

(3) The difference be transferred from Profit & Loss A/c.

Pass necessary journal entries and prepare the Balance Sheet after reduction
scheme.

OR
(i)  Write short note on ‘Sub-division and Consolidation of shares’.
(i) What are the ways in which a company can reduce its share capital under

Company Act.
Select the correct answer from given alternatives : (any Three)
(1) will sacrifice in the capital reduction scheme.
(a)  Equity shareholders (b) Pre. shareholders
(¢) (a)and (b) both (d) None of these

(2) Reconstruction expenses paid for implementing the capital reduction
schemes credited to

(a) Dissolution Exp. A/c (b) Capital Reduction A/c
(c) Bank A/c (d) None of these
(3) After implementing the scheme of internal capital reduction, the company is

(a) Dissolved (b) Purchased by other company
(c) Continued (d) None of these

10
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4. (A
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(4) share cannot be converted into stock.
(a) Fully paid (b) Issued
(c) Partly paid (d) All of these
(5) When authorized capital is increased .
(a)  Share capital A/c debited  (b) Share-capital credited
(c) No entry is passed. (d) Bank A/c is debited

On 31% March, 2018 the books of the Deep Ltd. contained the following
particulars in respect of the Insurance : 14
Particulars 3

Estimated liability in respect of outstanding claims

On 31-3-2017 32,500

On 31-3-2018 45,000
Reserve for unexpired risk (on 31-3-2017) 2,50,000
Additional Reserve (on 31-3-2017) 50,000
Claim paid 3,05,000
Management Express 1,25,000
Legal expenses 15,000
Re-insurance Premiums 37,500
Re-insurance Recoveries 10,000
Re-insurance Claim accepted 15,000
Premiums received 5,40,000
Gross Interest and Dividends 32,260
Income tax on Interest and Dividends 3,260
Profit on sale on Investments 5,500
Commission 76,000
Re-insurance Premium Accepted 20,000

Reserving 50% of the premiums for unexpired risk and keeping an additional
reserve of ¥ 50,000.

Prepare the Fire Insurance Revenue Account from the above informations.

OR
(i)  Explain the procedure for obtaining certificate for registration for carrying
on general insurance business. 7
(i1)) Write note on ‘Types of Insurance’ 7
11 P.T.O.



(B) Select appropriate answer form the given Alternatives : (any Three)

(1) For a company giving re-insurance, the re-insurance premium is

(a) Decrease in income (b) Increase in income
(¢) (a)and (b) both (d) Having no effect

(2) In Fire and Marine insurance business maximum commission can be given
to the agent is

(a) 15% (b) 10%
() 5% (d 12%
(3) Insurance business in India is regulated by
(a) IRDA (b) SEBI
(c) RBI (d) None of these
(4) Generally, the policy period of General Insurance Company is
(a) one year (b) five years
(c) three years (d) two years

(5) In fire and miscellaneous business, Reserve for unexpired risk is kept at
of Net Premium.

(a) 50% (b)  100%
() 25% @ 15%
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