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

[Max. Marks : 70

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

On 1-4-2012 Parth Co. Ltd. purchased the business of Prince Co. Ltd. Parth Ltd.
has agreed to collect from the debtors of ¥ 11,25,000 and to pay creditors of
¥ 6,25,000 on behalf of Vendor’s company. The purchasing company will get the
commission at 5% on the total collections received from the debtors and 12% on
the amount waived by the creditors. Thus the company got the total commission of
¥ 56,250 in the ratio of 7 : 2. Still the debtors of ¥ 1,25,000 are not collected. While
collecting from the debtors the company also got ¥ 43,750 from the debtors which
was written off as bad debts in the pasts and the same was included in the total
amount of collection. After deducting its commission, the company paid the
remaining amount to Prince Co. Ltd. Write Journal entries in the books of Parth
Ltd. and prepare Suspense A/c of Prince Ltd.

OR
The Balance Sheet of Rima and Asha on 31-3-2013 is as follows :
Liabilities 4 Assets 3
Capital : Rima 2,50,000 Land and Building | 3,12,000
Asha 2,30,000 | 4,80,000 | Machinery 2,16,000
Bank Loan 2,25,600 | Investments 36,000
Creditors 38,400 | Stock 79,200
Debtors 96,000
Bank balance 2,000
Cash balance 2,800
7,44,000 7,44,000

9
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Amar Co. Ltd. was incorporated to take over the above business. The terms of
purchase of business are as follows :

(1) The company agreed to collect the debtors and pay off the creditors on behalf
of the vendors. The company is entitled to 10% commission on amount
collected and paid off.

(2) Bad debts amounted to ¥ 2,000 out of the debtors and they were allowed 10%
discount. Debtors to the tune of ¥ 8,000 are yet to be collected. Creditors
were paid off at 10% discount.

(3) Machinery is to be valued at ¥ 4,00,000.

(4) Purchase consideration is to be paid in 48,000 Equity Shares of ¥ 10 each at a
price of ¥ 12.50 each.

(5) The company takes over-all assets and liabilities except Debtors, Creditors
and Bank Loan. Prepare Vendors’ Debtors A/C, Creditors’ A/C, Vendor’s
Suspense A/C.

Attempt the following questions : (any one) 7

(1) Explain in short the different methods for the measurement of inventories
under AS-2.

(2) Discuss the concept and utility of Accounting Standards.

The Kruti Ltd. has issued 1,60,000 Equity Shares of ¥ 10 each at 50% premium.
The whole issue was fully underwritten by three underwriters as follows : 7

A 40% B :40% C:20%

The total applications including firm underwriting and marked applications were
received for 1,44,000 equity shares.

Firm underwriting applications ~ Marked applications

A 8,000 shares 40,000 shares
B 4,000 shares 32,000 shares
C 4,000 shares 24,000 shares

5% Commission to be paid to underwriters. No credit is given for firm
underwriting. Prepare a statement showing the liabilities of individual underwriters.

OR
10
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Parag Ltd. issued 40,000 shares of ¥ 10 each, which were underwritten by three
underwriters as under :

Karan : 20,000 shares, Mayank : 12,000 shares, Jay : 8,000 shares.
An addition, there was Firm underwriting as under :
Karan : 2,000 shares, Mayank : 1,000 shares, Jay : 3,000 shares.

The company received applications for 30,400 shares including firm underwriting
and number of marked applications except firm underwriting were as under :

Karan : 6,000 shares, Mayank : 9,000 shares, Jay : 3,400 shares.

Show the liability of each underwriters, if credit is given for firm underwriting.

A company issued 15,000, 5% debentures of ¥ 100 each at 5% discount on
1% January, 2011. It was stated at the time of debenture issue that debentures of
¥ 60,000 would be redeemed annually either by purchase in the open market or by
drawing lots. During 2011 and 2012, debenture discount of ¥ 12,000 per annum
was written off. During the year 2012, the company purchased debentures of
T 18,000 at ¥ 95 and debentures of ¥ 42,000 at ¥ 93 from open market and
cancelled them.

Give Journal Entries for redemption.
OR

Mention the methods of redeeming the debentures and explain the method of
cancelling the same after purchasing from the open market.

The Balance Sheet of Kanam Ltd. as on 31-3-2013 is under :

Liabilities 3 Assets 4
Share Capital : Land and Building 2,00,000
2000 6% Cumulative Preference Plant & Machinery 2,50,000
Shares of ¥ 100 each 2,00,000 | Goodwill 64,000
30,000 Equity shares of ¥ 10 each 3,00,000 | Patents 36,000
Securities premium 50,000 | Stock 40,000
Creditors 1,20,000 | Debtors 58,000
Bills payable 20,000 | Profit & Loss A/C. 30,000
Preliminary expenses 12,000
6,90,000 6,90,000
11 P.T.O.
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A scheme for reduction of capital was passed by the Tribunal on the following
terms :

1)
(2)
©)
(4)

(5)

The value of Preference Shares to be reduced to ¥ 80 per share.
The value of Equity Shares to be reduced to ¥ 3 per share.
The value of Plant and Machinery to be reduced upto ¥ 1,30,000.

The amount of securities premium to be utilized in reducing the values of
assets. The intangible assets to be written off.

One Equity Share of ¥ 3 to be issued for each ¥ 10 of Preference dividend
arrears which is in arrears for the last four years.

Write Journal Entries. (show necessary calculations.)

OR

Write short note on : The provisions of Companies Act relating to Capital
Reduction.

Write Journal Entries in the books of the company.

1)

)

3)

The Share Capital of a company is divided into 8000 fully paid Equity Shares
each of ¥ 100. The company decided to subdivide its equity share into 7
Equity Shares of ¥ 10 each and 3 Preference Shares of ¥ 10 each.

The company has issued 1,000 Equity Shares of ¥ 10 each in exchange of
Equity Stock of ¥ 9,700.

The company decided to issue Equity Stock in exchange of 7000, Equity
shares of ¥ 100 each at the rate of ¥ 96 for each share.

OR

Write Journal Entries in the books of the company.

@)

)

©)

The share capital of the company consists of 11,500 Equity Shares of ¥ 100
each. The company has passed resolution to sub-divide its each Equity Share
of ¥ 100 into, 8 Equity Shares of ¥ 10 each and 5 Cu. Preference Shares of ¥ 4
each.

A company has converted its 100 Equity Shares of ¥ 100 each into Equity
Stock of ¥ 9,450.

The company has issued 5000 Equity Shares of ¥ 10 each in exchange of
Equity Stock of T 48,000.

12



4.  “New India” Insurance Co. Ltd. presents the following information regarding Fire and
Marine Insurance for the year ended 31-12-2012.

14

Fire Marine
Particulars department | department
4 (4
Reserve for unexpected risk (31-12-11) 10,40,000 13,00,000
Additional reserve (31-12-11) 2,08,000 2,60,000
Claim Paid 8,22,900 6,73,400
Liabilities for outstanding claim as on :
(31-12-11) 1,95,000 2,08,000
(31-12-12) 2,34,000 1,82,000
Premium received 16,90,000 11,70,000
Premium on re-insurance accepted 3,25,000 2,60,000
Premium on re-insurance ceded 1,36,500 2,34,000
Re-insurance recoveries 2,08,000 1,95,000
Interest and Dividend 1,95,000 1,82,000
Taxes on interest and dividend 30% 30%
Other incomes 39,000 45,500
Commission on direct business 1,04,000 97,500
Commission on re-insurance accepted 52,000 39,000
Commission on re-insurance ceded 39,000 33,800
Other information :
(1) Every year additional reserve is maintained at 20% of unexpired risk reserve.
(2) The administration expenses of ¥ 3,25,000 to be divided between Fire and Marine
in the proportion of Net premium received.
(3) Premium outstanding as following :
Date Fire Marine
department (X) | department (%)
31-12-11 3,25,000 1,82,000
31-12-12 2,60,000 1,95,000

XU-124

Prepare Revenue Accounts of both the departments.

OR
13
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(@)

()

Write short note :
State the rules of code of conduct for the companies doing business of General
Insurance. 7

Explain following terms in relation to General Insurance Claims : 7
()  No Claim Bonus (Bonus utilized in reduction of premium)

(i) Re-insurance

5. For each of the following sub-questions more than one answers are given, out of which
only one answer is correct. Select the correct answer. Give necessary calculation or
explanation : (any seven) 14

(1)

)

(3)

XU-124

When purchase price is fixed at ¥ 1,95,000, the goodwill for purchaser company
had arisen ¥ 26,000. If the purchase company wants the capital reserve of ¥ 26,000
out of this purchase, how much purchase price should be fixed ?

(A) % 1,43,000
(B) < 1,30,000
(C) %1,17,000
(D) % 1,56,000

By adding conversion cost into all costs of purchase
(A) Cost of purchase is arrived.

(B) Cost of inventories is arrived.

(C) Cost of goods sold is arrived.

(D) Cost of production is arrived.

On Equity Shares of ¥ 100 each, issued at ¥ 140 per share, the maximum amount of
underwriting commission payable to underwriter should be

(A) 25
(B) %350
(C) %250
(D) 27
14



(4)

()

(6)

()
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Profit on immediate cancellation of company’s own debentures after purchase is
transferred to

(A) Capital Reserve

(B) General Reserve
(C) Goodwill

(D) Profitand Loss A/C

If under the scheme of Capital Reduction out of the preference dividend in arrears
of ¥ 93,750 (which was not declared and not paid) ¥ 62,500 is waived by
Preference Shareholders then

(A) 62,500 would be credited to Capital Reduction Account.
(B) 31,250 would be credited to Capital Reduction Account.
(C) ¥ 31,250 would be debited to Capital Reduction Account.

(D) No entry will be made.

In miscellaneous insurance business maximum commission can be given to the
agent is

(A) 20%
(B) 15%
(C) 10%
(D) 5%

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

(A) 100%
(B) 25%
(C) 50%
(D) 10%

15 P.T.O.



(8) When old Bad Debts are recovered, it is credited to
(A) Bad Debt Recovery Account
(B) Vendor’s Creditors’ A/C
(C) Vendor’s Debtors’” A/C
(D) Vendor’s Suspense A/C

(9 Under the scheme of Capital Reduction, balance left in Capital Reduction A/C,
after writing off the accumulated losses, is transferred to

(A) Capital Redemption A/C.
(B) General Reserve A/C.
(C) Capital Reserve A/C.

(D) Share Capital A/C.

XU-124 16
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