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Jyoti Co. Ltd. issued 10,000 equity shares of ¥ 10 each at 10% discount. Amount
payable on application < 4 and on allotment ¥ 5. Pass Journal Entries assuming

that all the money due were received. 6

The directors of Indu Company forfeited 1000 shares of I 10 each, I 8 per share
called up on which R 5 per share has been paid up, the amount of I 3 per share of
the first call being unpaid. Out of these forfeited shares 500 shares were re-issued

to Ramesh crediting ¥ 8 per share paid up, for the payment of ¥ 6 per share.
Pass Journal Entries to record the forfeiture of share and their reissues. 8
OR

Mukteshwar Limited issued prospectus inviting application for 1,00,000 equity
shares of ¥ 10 each at a premium of 10%. The whole issue was fully underwritten
by Haresh, Naresh, Mahesh and Ganesh as follows : 10

Haresh 40,000 shares, Mahesh 20,000 shares,
Naresh 30,000 shares, Ganesh 10,000 shares.

Applications were received for 87,500 shares of which marked applications were

as follows :

Haresh 42,500 shares, Mahesh 21,250 shares,

Naresh 20,000 shares, Ganesh 1,250 shares.

It was agreed that underwriters be paid commission at 5% on the issue price.
From the above information, find out the liabilities of individual underwrites.

Write short note on “Underwriting Commission”. 4
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2. The following balances of Viral Co. Ltd. as on 31-3-2014.

Particulars 3 Particulars 3
Sales 1,42,500 | Equity Share Capital 1,50,000
Creditors 37,000 | Preference Share Capital 1,50,000
Profit & Loss A/c (credit) 2,500 | Forfeited Share A/c 10,000
Bank Loan 30,000 | Securities Premium 12,000
Public Deposits (credit) 23,000 | General Reserve 85,000
Land and Building 2,30,000 | Provident Fund 22,000
Machinery 1,00,000 | Opening Stock 32,000
Unclaimed Dividend 1,000 | 10% Mortgage Debentures | 1,00,000
Investments 1,37,500 | Purchases 68,300
Interest on Investments 8,500 | Loss Tools 15,000
Debtors 40,000 | Wages 36,200
Bad debts reserve 3,000 | Salaries 40,000
Debenture Interest 5,000 | Other Expenses 17,000
Bank Balance 15,250 | Taxes 35,250

Additional Information :

(1) The authorized capital is 20,000 equity shares of ¥ 10 each and 15,000 8%
preference shares of ¥ 10 each.

(2) Bank loan is secured on stock.

(3) Stock on 31-3-2014 is valued at I 60,000, its market price is ¥ 65,000.

(4) The dividend has not been paid on the preference share for the past two years.
(5) Provide 5% Bad Debts Reserve on debtors.

(6) Provide Depreciation @ 10% on Land and Building and @ 20% on Machinery.

Prepare Vertical Profit and Loss account for the year ended on 31-3-2014 and Vertical
Balance Sheet as on that date in accordance with the provisions of Companies Act,
1956.

OR
N35-110 10



Following is the information of the Fire and Marine Department of Hemdev Insurance
Co. Ltd. as on 31-3-2014 : 14

Fire Marine
4 4

Particulars

Reserve for Unexpired Risk (31-3-2013) 6,20,000 | 6,880,000
Additional Reserve (31-3-2013) 1,80,000 | 1,70,000
Claims paid 5,60,000 | 4,80,000
Liability for outstanding claims :

On Dt. 31-3-2013 80,000 50,000

On Dt. 31-3-2014 1,20,000 70,000
Fire extinguishing expenses 8,000 -
Premium Received 14,30,000 | 7,20,000
Re-insurance Premium 30,000 20,000
Re-insurance Recoveries 20,000 19,000
Commission on direct business 2,00,000 1,20,000
Commission on re-insurance accepted 20,000 40,000
Commission on re-insurance ceded 10,000 30,000
Interest and Dividend 1,20,000 50,000
Tax on above income 30% 30%
Profit on Sale of Investment 14,000 60,000

Additional Information :

(1) Administration expenses of T 5,40,000 and legal expenses of I 42,000 are to be
allocated between the two departments on the basis of net premium income of each

department.

(2) Addition Reserve of both departments is to be increased by 10% on premium less
re-insurance. Reserve for unexpired risk for fire department should be 50% of the
premium less re-insurance and in marine department Reserve for risk should be

100% of the premium less re-insurance.

Prepare Revenue Account and ascertain profit of each department from the above

information.
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3.  The business of Jeyesh was acquired by Jaybharti Company Ltd. with effect from
Dt. 1-1-2014. All the assets were taken over with the exception of book debts I 80,000,
which the company undertook to collect on behalf of the vendor. The company also
undertook to pay off the creditors of the vendor of I 30,000 out of the realization from
his debtors. For this service the company is to charge a commission of 3% on amount
realized from debtors and 1% on amount paid to creditors. 14

The company had realized total book debts for ¥ 75,000 while creditors were paid at a
cash discount of 5%. The company had paid amount due to vendors in cash.

You are required to pass necessary journal entries and to show the relevant ledger
accounts in the books of the company.

OR

Kaushal Company Limited acquires a business as on Dt. 1-4-2013. It being incorporated
on Dt. 1-8-2013. The first accounts are drawn up to Dt. 31-12-2013.

The gross profit is ¥ 1,80,000. The general expenses are ¥ 27,000 ; Director’s fees
T 90,000 per annum ; preliminary expenses ¥ 10,000. Rent up to Dt. 30-9-2013 was
T 4,800 per annum, after which it was increased to ¥ 9,600 per annum.

Salary of the manager who upon incorporation was made a director was I 36,000 per
annum (since incorporation included in director’s fees above)

The total sales were ¥ 18,60,000, the monthly average of which for the four months of
April to July being one-fourth of that of the remaining period. The company earned a
uniform profit.

Prepare the statement showing the profit of period to and after incorporation.

4. Deepak Co. Ltd. was formed on Dt. 1-4-2014 with an authorized capital of I 4,00,000
divided into 20,000, 10% cumulative preference shares of I 10 each and 20,000 equity
shares of ¥ 10 each to acquire the going concern of M/s. Patel, the Balance Sheet of the

firm was as under on that day. 14
Balance Sheet
Liabilities 3 Assets 3

Capital : Land and Building 65,000

Patel 1,30,000

Shah 1,20,000 2,50,000

Reserve Fund 10,000 | Plant and Machinery 45,000

Creditors 40,000 | Furniture 30,000
Investments 20,000
Stock 70,000
Debtors 60,000
Less : Bad debts Reserve 1,000 59,000
Bank Balance 11,000

3,00,000 3,00,000

N35-110 12



The company agreed to pay the purchase price in 20,000 equity share of ¥ 10 each fully
paid and 15000 preference shares of I 10 each. The balance of shares was issue to the

public and paid for by them.

Give Journal Entries to record the above transactions and prepare the Balance Sheet of

the company.

OR

Following is the Balance Sheet of Kankushree Ltd. as on 31-3-2014.

14

Liabilities 3 Assets 3
Equity Share Capital : 15000 equity Goodwill 25,000
shares each of ¥ 10 fully paid up 1,50,000
10% Preference Share Capital : Patents 15,000
13000 preference shares each of
T 10 fully paid up 1,30,000
12% Debentures 1,00,000 | Land-Building 1,00,000
Creditors 36,000 | Plant-Machinery 50,000
Outstanding interest on Debenture 12,000 | Stock 80,000
Outstanding interest on Creditors 2,000 | Debtors 60,000
Cash and Bank 20,000
Preliminary expenses 30,000
Profit and Loss A/c 50,000
4,30,000 4,30,000

The following scheme of capital reduction was sanctioned by the court :

(1) Each equity share to be reduced by % 4.

(2) Each preference share to be reduced to ¥ 3.

(3) Invisible and intangible assets are to be written off.

(4) Debenture holders and creditors are forego their outstanding interest.

(5) Land-Building, Plant-machinery and Stock are to be reduced by 30%, 20% and
10% respectively.

(6) Bad debts is to be written off by ¥ 7,000.

Write Journal Entries to implement the above scheme and prepare the Balance Sheet

after reduction of capital.

N35-110
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5. For each of the following sub-question more than one answer are given, out of which

only one is correct. You are required to select the correct answer. (any seven) 14

(1) If under the Scheme of Capital Reduction, creditors agree to waive a part of their

dues, then waived amount will be transferred to
(a) Share Capital Account
(b) Creditors Account
(c) Capital Reduction Account
(2) If the purchase price is more than the net assets, the difference is
(a) considered as Goodwill
(b) considered as Capital Reserve
(c) considered as Assets
(3) The profit from the date of purchase till incorporation is considered as
(a) Revenue Profit
(b) Capital Profit
(c) None of above two

(4) The Revenue Account of each type of general insurance is of that type of

insurance.

(a) Profit and Loss Account

(b) Income and Expenditure Account
(¢) Receipt and Payment Account

(5) The AS-6 : Depreciation Accounting does not apply to the following :

(a) Machinery (b) Building (c) Goodwill

(6) On equity share of ¥ 200, maximum amount of underwriting commission should
be :
(a %5 (b) 10 () %20

(7) The cost of inventory includes the following :
(a) Cost of Purchase + Cost of conversion
(b) Opening Stock + Purchases
(c) Purchase + Administrative expenses

N35-110 14



®)

)

When all forfeited shares are reissued, then the balance of forfeited share
account should be

(a) Transfer to Profit and Loss A/c
(b) Transfer to Capital Reserve A/c
(c) Transfer to Share Capital A/c

Under the Scheme of Capital Reduction, balance left in capital reduction account

after writing off the accumulated losses is transferred to
(a) General Reserve A/c

(b) Share Capital A/c

(c) Capital Reserve A/c

(10) Minimum time period for two bonus issues must be

N35-110

(a) No time limit (b) 3 months (c) 6 months
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