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1. (A) ‘’  ‘’  . 31-3-2018         14 

  (`)  (`) 

     17,600 

  1,32,000   1,98,000 

             88,000 2,20,000  55,000 

  48,400  77,000 

‘’   26,400  77,000  

  1,10,000   . .    6,600 70,400 

 77,000  37,400 

   13,200  30,800 

  30,800    52,800 

    13,200   

 5,39,000  5,39,000 

      ‘’ .   ,    66,000 

 ,  ` 10     .        

  (1)    ` 23,100  . 

  (2) ‘’       . 

  (3)  ` 17,600       . 

  (4)        

   (i)      20%    . 

   (ii)       20%    . 

   (iii)    10%     . 
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  (5)       22,000  , 10% , 12%  

880 ,  ` 100  10%       . 

  (6)      10%         

 . 

  (7)    ` 2,640 . 

      ‘’ .        

    . 

 

  (1)     ` 14,40,000    ` 7,20,000    

 .   .           

             2% 

      50%      . 

      ` 72,000   10%     ` 9,72,000 

    80%  10%    . 

         ` 72,000      . 

             .    

.   7 

  (2)    (  ) 7 

   (i)  –6   . 

   (ii)     ?   . 

 (B)          (  ) 4 

  (1)        _________   

 . 

   (a)  (b)   

   (c) -  (d)   

  (2)     ` 3,20,000 .  ` 45,000 .          

` 2,40,000   ,    ? 

   (a)  (b)   

   (c)      (d)    
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  (3)          
   ` 100   6,000   10% , ` 10   10,000 

 10%    ` 80,000,    . 
   (a) ` 7,80,000 (b) ` 7,70,000 
   (c) ` 8,40,000 (d) ` 8,30,000 

  (4)  -10     ? 

   (a)   (b)   

   (c)  (d)   

  (5)  -2   ________    
 . 

   (a) 1-4-1999 (b) 1-4-1981 
   (c) 1-4-1994 (d)   

  (6)        
   (a)   +   (b)   +  
   (c)  +   +   (d)   
 
2. (A)    ` 10   8,10,000    .    

         14 

    – 4,86,000  

    – 2,02,500  

    – 1,21,500  

               
    – 64,800  

    – 24,300  

    – 81,000  

      6,07,500     .    
   ,     (  )     

    – 81,000  

    – 1,62,000  

    – 40,500  

      .  
          . 

 
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  (1) 1  , 2017     ` 100    8%  10,500 
 95    .        
 2018      ` 45,000       
      .  2017  2018    
 ` 9,000     .  2018   ` 21,000   
  ` 96    ` 24,000   ` 94    
    .     . 7 

  (2)    (  ) 7 

   (i)     . 
   (ii)      . 

 (B)          (  ) 4 

  (1) ` 100  ,  ` 160         
   

   (a) ` 4 (b) ` 8 
   (c) ` 5 (d) ` 2.5 

  (2)             ?  

   (a) -  (b) -  
   (c)    (d)   

  (3)         – 

   (a)   
   (b)    +   
   (c)      
   (d)   

  (4)            ,    
_________     . 

   (a)   (b)   

   (c)  (d) - 

  (5)         -   
_________   . 

   (a)   (b)   

   (c)  (d)    

  (6)       _________    . 
   (a) - (b)   

   (c)  (d)    
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3. (A) .   . 31-3-2018         14 

 `  ` 

` 10        5,40,000 

    16,20,000 - 8,64,000 

` 100    9%    -  8,76,600 

     10,80,000  2,88,000 

    3,60,000  3,60,000 

8%   7,20,000  2,88,000 

   57,600   1,08,000 

 3,02,400 / 72,000 

  -  7,43,400 

 41,40,000  41,40,000 

            

  (1)        ` 20  ` 8   . 

  (2)    2    .    3/5   

         . 

  (3)              

` 3,60,000     ` 2,88,000    . 

  (4)             

 ` 36,000  ` 72,000   . 

  (5) -    .      75% . 

               . 

 



AD-105 6  

  (1)      . 7 

  (2)        7 

   (i)   ` 9,600    ` 10   1000 

  .  

   (ii)   ` 100   100   ` 9,450    

 . 

   (iii)      ` 100   80,000    

.        ` 10   6   

 ` 5   8 .    .  

 (B)          (  ) 3 

  (1)      ________     .  

   (a)  (b)   

   (c)   (d) - 

  (2)        

   (a)     . (b)     . 

   (c)    . (d)    . 

  (3)        –  

   (a)         

   (b)        

   (c)   

   (d)   

  (4)        ? 

   (a)    (b)    

   (c) (a)  (b)  (d)    . 

  (5)        - 

   (a)    . (b)       . 

   (c)    . (d)    . 
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4. (A)     . . 31-3-2018         
        14 

  `  ` 

. 31-3-2017      23,80,000 30,60,000 

    13,60,000 10,20,000 

       

 . 31-3-2017 1,70,000 2,04,000 

 . 31-3-2018 2,72,000 1,36,000 

  40,80,000 27,20,000 

   5,10,000 3,40,000 

   3,40,000 2,72,000 

-  2,04,000 1,70,000 

   1,70,000 1,36,000 

     30% 30% 

  68,000 74,800 

 2,38,000 2,21,000 

   1,02,000 68,000 

   68,000 51,000 

     

  (1)      50      . 

  (2)   ` 3,40,000,   ` 1,36,000     
   . 

  (3)        

   

31-3-2017 5,10,000 1,36,000 

31-3-2018 3,40,000 68,000 



AD-105 8  

  (4)          50%   
    100% . 

          
 

     

  (1)         . 7 

  (2)        . 7 

 (B)          (  ) 3 

  (1)           ? 

   (a)   (b)   

   (c)   (d)   

  (2)            ? 

   (a) IRDA (b) TRAI 

   (c) RBI (d) TRBI 

  (3)            

   (a) 15% (b) 20% 

   (c) 10% (d) 5% 

  (4)           

_________ %     . 

   (a)  . (b) 50 

   (c) 100 (d) 20 

  (5)      ________   .  

   (a)   (b)   

   (c)   (d) (a), (b)  (c)   

____________ 
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1. (A) The balance sheet of ‘A’ and ‘B’ as at 31-3-2018 is as follows : 14 

Liabilities ` Assets ` 

Capital Accounts :  Goodwill 17,600 

 A 1,32,000  Building 1,98,000 

 B            88,000 2,20,000 Machinery 55,000 

General Reserve 48,400 Stock 77,000 

A’s Loan 26,400 Debtors 77,000  

Bank Loan 

Creditors 

1,10,000 

77,000 

Less : Bad Debt 

Reserve              6,600 

 

70,400 

Workmen’s Savings 

Bank A/c. 13,200 

Bills Receivable 

Investments 

37,400 

30,800 

Provident Fund 30,800 Cash & Bank 52,800 

Workmen’s 

Compensation Fund 13,200 

  

    

 5,39,000  5,39,000 

  ‘C’ Ltd., was incorporated to take over the above business with an authorized 

capital of 66,000 Equity Shares of ` 10 each. The terms of purchase of business 

are as follows : 

  (1) Goodwill of the firms to be valued at ` 23,100. 

  (2) All the liabilities except A’s loan are to be accepted by the company. 

  (3) The company took over all the assets of the firm except cash balance            

` 17,600. 

  (4) The assets were valued as follows : 

   (i) Fixed assets were to be purchased at 20% more than the book value. 

   (ii) Stock to be purchased at 20% less than the book value. 

   (iii) Debtors to be taken over with a provision of Bad Debts Reserve at 

10%. 
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  (5) Purchase consideration is to be paid in 22,000 fully paid up equity shares at 

10% premium, 12% 880 debentures each of ` 100 at 10% discount and the 

rest of the amount in cash. 

  (6) The remaining shares are issued to the public at a premium of 10% which 

were all taken up and paid for. 

  (7) Preliminary expenses of the company amounted to ` 2,640. 

  Draft journal entries in the books of ‘C’ Ltd. and prepare opening balance sheet of 

the new company. 

OR 

  (i) Darpan Ltd. has taken over the running business of M/s. Devang Bros. 

except debtors and creditors worth ` 14,40,000 and ` 7,20,000 respectively. 

The company agreed to collect from debtors and make payment to creditors 

on behalf of the firm and charge commission at 2% on the amount collected 

from debtors and 50% of the discount received from creditors.  

   The company has collected ` 9,72,000 in cash after a bad debts of ` 72,000 

and 10% discount from debtors. Whereas 80% creditors have been paid off 

at 10% discount. 

   The company has also collected ` 72,000 in cash from a debtors whose 

account was written off as a bad debts in past. 

   The company has paid amount due to the firm. Pass necessary Journal 

Entries in the books of Darpan Ltd.  7 

  (ii) Write short notes on : (any one) 7 

   (a) Explain Accounting Standard – 6 Depreciation Accounting. 

   (b) What is Accounting Standard ? Discuss the importance of Accounting 

Standard. 

 (B) Select most appropriate alternatives : (any four) 4 

  (1) Dissolution expense of the partnership firm paid by the purchasing 

company it is debited to _________ account. 

   (a) Goodwill (b) Capital Reserve 

   (c) Profit and Loss (d) Balance Sheet 

  (2) Total assets of a firm are ` 3,20,000. Total liabilities are ` 45,000 purchase 

price is determined at 2,40,000. Then what it would be ? 

   (a) Goodwill 

   (b) Capital Reserve 

   (c) Goodwill and Capital Reserve 

   (d) None of the above 
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  (3) A company paid the purchase consideration for acquiring a business as 

under : 

   6,000 equity shares, each of ` 100 at 10% premium, 10,000 debentures each 

of ` 10 at 10% discount and cheque of ` 80,000. Calculate purchase 

consideration 

   (a) ` 7,80,000 (b) ` 7,70,000 

   (c) ` 8,40,000 (d) ` 8,30,000 

  (4) The AS-10 is for 

   (a) Fixed Assets (b) Current Assets 

   (c) Liability (d) None of the above 

  (5) AS-2 valuation of inventories made mandatory w.e.f. 

   (a) 1-4-1999 (b) 1-4-1981 

   (c) 1-4-1994 (d) None of these 

  (6) The cost of inventory includes the following : 

   (a) Cost of purchase + Cost of conversion 

   (b) Opening stock + Purchases 

   (c) Purchases + Administrative Expenses + Selling Expenses 

   (d) None of these 

 

2. (A) Farukh Company Ltd. issued 8,10,000 equity shares of ` 10 each. Underwriters 

have given following underwriting to the issue : 14 

   Prabhat – 4,86,000 shares 
   Pracheta – 2,02,500 shares 
   Parinda – 1,21,500 shares 

  In addition firm underwriting was as below : 
   Prabhat – 64,800 shares 
   Pracheta – 24,300 shares 
   Parinda – 81,000 shares 
  Total applications received for 6,07,500 shares which includes applications for 

firm underwriting and marked applications (excluding firm underwriting) were as 

follows : 

   Prabhat – 81,000 shares 
   Pracheta – 1,62,000 shares 
   Parinda – 40,500 shares 
  Ascertain liability of underwriters. No credit is given for firm underwriting. 

OR 
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  (i) A company issued 10,500, 8% debentures of ` 100 each at a market price of 

` 95 on 1st January, 2017. It was stated at the time of debenture issue that 

starting from 2018, every year debentures of ` 45,000 would be redeemed 

annually either by purchase in the open market or by drawing lots. During 

2017 and 2018, debenture discount of ` 9,000 per annum was written off. 

During the year 2018, the company purchased debentures of ` 21,000 at  

` 96 and debentures of ` 24,000 at ` 94 from open market and cancelled 

them. Give journal entries for redemption. 7 

  (ii) Write short notes on : (any one) 7 

   (a) Explain methods of redemption of debentures. 

   (b) Provisions of underwriting commission as per companies act. 

 (B) Select most appropriate alternative : (any four) 4 

  (1) On equity shares of ` 100 each, issued at ` 160 per share, the maximum 
amount of underwriting commission payable to underwriter should be  

   (a) ` 4 (b) ` 8 
   (c) ` 5 (d) ` 2.5 

  (2) By closing Underwriting Commission A/c. in which account the balance 
will be carry forwarded by the company ?  

   (a) To Share Debenture A/c. (b) To Profit & Loss A/c. 
   (c) To Underwriters A/c. (d) To Bank A/c. 

  (3) Net liability in firm underwriting means 
   (a) Firm liability 
   (b) Normal net underwriting + Firm lability 
   (c) Net liability less firm liability 
   (d) Normal liability 

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

   (a) General Reserve (b) Capital Reserve 
   (c) Goodwill (d) Profit & Loss A/c. 

  (5) An amount equal to the face value of debentures redeemed is transferred 
from Profit & Loss Appropriation A/c. to _________ A/c. 

   (a) Capital Reserve (b) General Reserve 
   (c) Goodwill (d) None of these 

  (6) To which account is the interest of debenture redemption investment credited ? 
   (a) Profit and Loss A/c. (b) debenture redemption A/c. 
   (c) Goodwill (d) None of these 
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3. (A) The Balance Sheet of Dhaval Co. Ltd. as at 31-3-2018 is as under : 14 

Liabilities ` Assets ` 

Equity shares of ` 10 

each fully paid 16,20,000 

Goodwill 

Land - Building 

5,40,000 

8,64,000 

9% Preference Share of 

` 100 each fully paid 10,80,000 

Plant - Machinery  

Patents 

8,76,600 

2,88,000 

Worker’s Accident 

Compensation Fund 3,60,000 

Stock 

Debtors 

3,60,000 

2,88,000 

8% Debentures 7,20,000 Preliminary Expenses 1,08,000 

Unpaid interest on 

debentures 57,600 

Cash at Bank 

Profit & Loss A/c. 

72,000 

7,43,400 

Creditors 3,02,400   

 41,40,000  41,40,000 

  The scheme of capital reduction approved was as under : 

  (1) Preference shares and equity shares are to be reduced by ` 20 and ` 8 per 

share respectively. 

  (2) Preference dividend is unpaid for two years, the preference shareholders 

agreed to waive 3/5 of the dividend and remaining paid for cash. 

  (3) The debenture holders forego their unpaid interest and for part payment of 

debentures they took over machineries of ` 3,60,000 for ` 2,88,000. 

  (4) All the intangible and fictitious assets are to be written off, and debtors and 

creditors are to be written off by ` 36,000 and ` 72,000 respectively.  

  (5) Land and building are to be shown at market value. The book value of land 

and building is 75% of the market value. 

  From the above information you are required to pass necessary Journal Entries 

and prepare Balance Sheet thereafter. 

OR 

  (i) State the various provision of Companies Act for capital reduction. 7 

  (ii) Write journal entries for the following transactions in the books of the company : 7 

   (1) The company has issued 1,000 equity shares of ` 10 each in exchange 

of equity stock of ` 9,600. 

   (2) A company has converted its 100 equity shares of ` 100 each into 

equity stock of ` 9,450. 

   (3) The share capital of a company consists of 80,000 equity shares of       

` 100 each. The company has passed resolution to subdivide its each 

equity share into 6 equity shares of ` 10 each and 8 cumulative 

preference shares of ` 5 each.  
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 (B) Select most appropriate alternative : (any three) 3 
  (1) Credit balance of capital reduction account is transferred to  
   (a) Goodwill A/c. (b) General Reserve A/c. 
   (c) Capital Reserve A/c. (d) Profit & Loss A/c. 
  (2) Reconstruction expenses paid for implementing the capital reduction 

schemes 
   (a) Credited to Capital Reduction A/c. 
   (b) Credited to Dissolution Expenses A/c. 
   (c) Credited to Bank A/c. 
   (d) Debited to Bank A/c. 
  (3) The most important reason for capital reduction is  
   (a) The low price of goodwill shown in balance sheet. 
   (b) Excessive amount of depreciation on fixed assets. 
   (c) Over capitalization 
   (d) Under capitalization  
  (4) Which share can be converted into stock ? 
   (a) Partly paid share (b) Fully paid share 
   (c) (a) and (b) both (d) None of the above  
  (5) When authorized capital is increased 
   (a) Share capital account is debited (b) Share capital account is credited 
   (c) No entry is passed (d) Bank account is debited 
 
4. (A) The Kala Insurance Co. Ltd., presents the following information regarding its              

Fire and Marine Insurance business for the year ended 31-3-2018 : 14 

Particulars Fire ` Marine ` 

Reserve for unexpired risk 31-3-2017  23,80,000 30,60,000 

Claims paid 13,60,000 10,20,000 

Liabilities for outstanding claims :   

 As on 31-3-2017 1,70,000 2,04,000 

 As on 31-3-2018 2,72,000 1,36,000 

Premium Received 40,80,000 27,20,000 

Premium on re-insurance accepted 5,10,000 3,40,000 

Premium on re-insurance ceded 3,40,000 2,72,000 

Re-insurance recoveries 2,04,000 1,70,000 

Interest and Dividend 1,70,000 1,36,000 

Taxes on interest and dividend 30% 30% 

Other income 68,000 74,800 

Commission  2,38,000 2,21,000 

Commission on Re-insurance accepted 1,02,000 68,000 

Commission on Re-insurance ceded 68,000 51,000 
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  Other Informations : 

  (1) Every year additional reserve is maintained at 50% of reserve for unexpired 

risk. 

  (2) The administration expenses of ` 3,40,000 and legal expenses ` 1,36,000 

are to be divided between fire and marine departments in the proportion of 

premium received.   

(3) Premium Outstanding :   

  Year Fire Marine 

31-3-2017 5,10,000 1,36,000 

31-3-2018 3,40,000 68,000 

  (4) Reserve for unexpired risk is to be maintained at 50% of premium less 

reinsurance for fire and at 100% of premium less reinsurance for marine. 

   Prepare Revenue Accounts for both the departments. 

OR 

  Write short notes on : 

  (1) State the rules of code of conduct for companies doing business of General 

Insurance. 7 

  (2) Reserve for unexpired risk and no claim bonus. 7 

 (B) Select most appropriate alternatives : (any three) 3 

  (1) Generally the policy period of General Insurance company is _________. 

   (a) one year 

   (b) two years 

   (c) three years 

   (d) five years 

  (2) Which independent regulatory authority has been formed for insurance 

company ? 

   (a) IRDA (b) TRAI 

   (c) RBI (d) TRBI 

  (3) In miscellaneous insurance business maximum commission can be given to 

the insurance agent is  

   (a) 15% (b) 20% 

   (c) 10% (d) 5% 



AD-105 16  

  (4) In marine insurance business additional reserve for unexpired risk is kept at 

_________ of net premium 

   (a) not fixed (b) 50% 

   (c) 100% (d) 20% 

  (5) Claims are received by insurance companies on  

   (a) Re-insurance ceded  

   (b) Re-insurance accepted 

   (c) Direct business  

   (d) (a), (b) and (c) all 

____________ 
 

 

      

 

   

 


