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

1.  The Sajan Company Limited was incorporated to purchase the business of M/s. Kashi
Brothers. The authorized capital of the company is 16,500 equity shares of ¥ 10 each.
The Balance Sheet of the firm was as under :

Balance Sheet of M/s. Kashi Brothers as on 31-3-2014

14

Liabilities 4 Assets 4

Capital : Land & Building 79,200
A 99,000 Plant & Machinery 33,000

B 66,000 1,65,000 | Stock 39,600
Reserves 6,600 | Debtors 38,280
Bank Loan 4,950 | Investment 7,920
Creditors 36,300 | Bills Receivable 10,560
Bills Payable 11,550 | Bank Balance 15,840
2,24,400 2,24,400

Conditions for the business purchase were as under :

(1) Land & Building at X 82,500, Stock at ¥ 40,920 and other assets except investments
were taken over at book value.

(2) Goodwill of the firm is to be valued at I 16,500.

(3) All the liabilities except bank loan are to be accepted by the company. The firm’s
dissolution expenses X 1,650 which was borne by the company.

(4) Purchase consideration is to paid in 8,250 fully paid up equity shares at 20%
premium, 8% I 82,500 Debenture and the rest of the amount in cash.

The remaining shares were issued to the public at 20% premium, which were all taken up

and paid for.
Draft Journal Entries in the books of Sajan Co. Ltd. and draw the Balance Sheet of the
company.
OR
70-130 7 P.T.O.



(a) Discuss the concept and utility of Accounting Standards. 7
OR
AS-2 : Valuation of Inventories.

(b) Answer any two : 4
(1) Purchase price of ¥ 2,02,500 paid by Maya Limited to Surbhi Traders is as
under :

9,000 equity shares of ¥ 10 each at 20% premium, 7% Debentures of
% 90,000 at 5% discount and balance by cheque.
Write Journal Entry in the books of Maya Ltd.

(2) Parth Ltd. purchased the business from Payal Bros. for ¥ 13,50,000. Purchase
consideration is satisfied as under :
Equity shares of ¥ 100 each at 20% premium and 8% debentures of I 100
each at 10% discount in the proportion of 8 : 2 and ¥ 1,35,000 in cash.
Pass Journal Entries in the books of purchasing company.

(3) What is Historical Cost ?

(c) Answer any two : 3
(1) To which items does AS-10 not apply ?
(2) What is Depreciation ?
(3) What is Vendor’s Suspense Account ?

2. A company issued 1,45,000 equity shares each of ¥ 50 at 20% premium. The entire issue
was underwritten as follows : 14

‘A’ — 87,000 shares (firm underwriting 14,500 shares)

‘B’ — 43,500 shares (firm underwriting 5,800 shares)

‘C’ — 14,500 shares (firm underwriting 1,450 shares)

Out of the total issue, 1,30,500 shares including firm underwriting were subscribed.
Marked applications (excluding firm underwriting) were as under :

‘A’ — 46,400 shares, ‘B’ — 29,000 shares, ‘C’ — 11,600 shares.

Benefit of firm underwriting is not given to the underwriters. Calculate the liability of

each underwriter.
OR

(a) A company issued 13,050, 9% debentures of I 100 each at a market price of ¥ 95
on 1°'J anuary, 2012. It was stated at the time of debentures issue that debentures of
% 52,200 would be redeemed annually either by purchase in the open market or by
drawing lots. During 2012 and 2013, debenture discount of I 10,440 per annum
was written off. During the year 2013, the company purchased debentures of
% 15,660 at I 93 and debentures of I 36,540 at ¥ 92 from open market and
cancelled them.

Give Journal Entries for Redemption. 7
OR

Discuss the types of underwriting agreements in the context of account of

underwriting commission.

70-130 8



(b) Answer any two : 4
(1) How are the accounting entries made for underwriting commission ?
(2) Explain the meaning of Marked Applications.
(3) Provision for underwriting commission under the Companies Act.

(c) Answer any two : 3
(1)  In which account the interest of sinking fund investment is credited ?
(2) On equity share of ¥ 1,000, maximum amount of underwriting commission

should be

(3) Write “Advantages of Underwriting”.

3. The Balance Sheet of Jeet Co. Ltd. as on 31-3-2014 is as follows : 14
Liabilities 3 Assets 4

11% Pref. shares of ¥ 100 Goodwill 2,40,000
each 4,20,000 | Land & Building 8,40,000
Equity shares of ¥ 10 each 14,00,000 | Plant and Machinery 4,06,000
13% Debentures 4,48,000 | Investments 98,000
Accrued interest on Stock 4,06,000
debentures 53,600 | Debtors 1,12,000
Director’s Loan 84,000 | Bank Balance 4,00,000
Creditors 4,05,400 | Preliminary Expenses 69,000
Profit and Loss A/c. 2,40,000

28,11,000 28,11,000

Contingent Liability : Claim of compensation against the company < 1,30,000.

The following scheme of reconstruction was approved and implemented :

(1) The Pref. shares are to be reduced to ¥ 90 each.

(2) Equity shares are to be reduced by ¥ 3 each.

(3) The debentureholders agreed to forgo their accrued interest and also agree to accept
a piece of land having book value of ¥ 2,24,000 at valuation of ¥ 2,80,000 in part
payment of their holding.

(4) The remaining land and building were valued at ¥ 7,00,000.

(5) 1 1,10,000 were realized of investments.

(6) Reconstruction expenses amounted to I 42,000.

(7) It was decided that company had to pay the claim against itself. For this the amount
of ¥ 84,000 was adjusted against the credit balance of Director’s Loan A/c. in the
company.

(8) All intangible and fictitious assets are to be written off.

Write Journal Entries in the books of Jeet Co. Ltd. and prepare Balance Sheet after
capital reduction.
OR

70-130 9 P.T.O.



(a) The provisions of Companies Act Relating to capital reduction.
OR

What are the ways in which a company can reduce its share capital under

Companies Act ? Explain the legal procedure for capital reduction.

(b) Give Journal Entries for the following (under the scheme of capital reduction) :

(any two)

(1) ¥ 80,000 dividend on preference shares is in arrears. Preference shareholders
agreed to waive 55% arrears of dividend and for remaining they are given
equity shares of I 10 each.

(2) Debentureholders of the company holding 15% debentures of I 17,50,000
agreed to take over in part settlement of their dues a plant and machinery at
% 10,50,000 appearing in Balance Sheet at ¥ 8,40,000.

(3) The paid up capital of the company is I 15,00,000 divided into shares of the ¥
100 each. They decided to sub-divide the same into equity shares and 10%
preference shares of X 10 each in the ratio 2 : 3.

(c) Write Journal Entries for the following transactions in the books of the company :

ey
2)

A company has issued 100 equity shares of I 10 each in exchange of equity
stock of T 960.

The company decided to issue equity stock in exchange of 6,000 equity
shares of ¥ 100 each at the rate of ¥ 94 for each share.

(3) Explain how a company may alter its share capital.
4.  Soham Insurance Company Ltd., deals in Marine Insurance only. The following balances
of two years are extracted from the books of the company :
. 31-3-2012 | 31-3-2013

Particulars z z
Claims paid 78,300 85,050
Recovery of reinsurance 9,450 13,500
Commission on direct business 21,060 17,010
Premium received 4,38,750 4,99,500
Claims paid on reinsurance accepted 8,775 10,125
Commission on reinsurance accepted 3,375 4,725
Premium on reinsurance accepted 49,950 64,800
Commission on reinsurance ceded 4,725 4,455
Premium on reinsurance ceded 40,500 74,250
Staff salaries 43,200 56,700
Depreciation on fixed assets 7,425 9,720
Audit fee 3,510 3,375
Legal expenses regarding claims 2,970 2,430
Bonus utilized in reduction of premium 8,100 -
Stationery and printing 7,155 9,180
Administrative expenses 48,600 40,500
Bad debts 1,620 1,080
Profit on sale of motor car 12,150 -
Loss on sale of furniture - 8,100

70-130
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Additional Informations :

)

2)

3)

The total amount of estimated liability in respect of outstanding claims as at
31-3-2011, 31-3-2012 and 31-3-2013 were I 22,950, ¥ 27,000 and X 20,250
respectively.

Reserve for unexpired risk as at 31-3-2011 was ¥ 81,000 and the additional reserve
was < 8,100.

Reserve for unexpired risk is to be provided for at 100% and additional reserve at
10% of the net premium income for the year ending.

Prepare Marine Revenue Accounts of Soham Insurance Co. for the year ending
31-3-2012 and 31-3-2013.

(a)
(b)

5. Select the most appropriate alternative : (any seven)

)

2)

3)

“4)

®)

(6)

70-130

OR
Write short note on “Re-insurance accepted and Re-insurance ceded”. 7
Explain following terms in relation to General Insurance Claims : 7

(i) Bonus in Reduction of Premium
(i1) Reserve for Unexpired Risk.

14
When old bad debts are recovered, it is credited to

(a) Bad Debt Recovery A/c. (b) Vendor’s Creditors’ A/c.

(c) Vendor’s Debtors’ A/c. (d) Vendor’s Suspense A/c.

From which date Indian Accounting Standard No. 6 is made mandatory for all
types of enterprises ?

(a) Dt 1-4-83 (b) Dt 1-491
(c) Dt 1-4-94 (d) Dt 1-4-95

On Debentures of ¥ 200 maximum amount of underwriting commission allowable
is

(a X4 b)) %5

(c) T8 d %10

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

(a) Capital Reserve (b)  General Reserve

(¢) Goodwill (d) Profit and Loss A/c.

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 Reserve A/c. (b) General Reserve Alc.

(c) Capital Reserve A/c. (d)  Share Capital A/c.
Insurance business in India is regulated by .
(a) SEBI (b) Reserve Bank
(¢) IRDA (d) Insurance Companies
11 P.T.O.



(7)

®)

€))
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Solvent insurance companies keep, in addition to regular risk reserve an

(a) Additional Insurance
(b) Additional Reserve

(¢) Additional Premium

When purchase price is fixed at I 3,00,000, the goodwill for purchaser company
had arisen ¥ 40,000. If the purchase company wants the capital reserve of I 40,000
out of this purchase, how much purchase price should be fixed ?

(@ <2,20,000 (b) <2,60,000
(¢) < 3,40,000 (d) < 3,80,000

If under the scheme of capital reduction, the damaged machinery worth ¥ 1,40,000
is sold out as a scrap for I 35,000, then

(a) ¥ 35,000 should be credited to Capital Reduction A/c.

(b) % 1,40,000 should be debited to Capital Reduction A/c.
(¢) % 1,75,000 should be credited to Capital Reduction A/c.
(d) 1 1,05,000 should be debited to Capital Reduction A/c.
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