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CE(A) Financial Accounting-11
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1. (A) The Balance sheet of Raj and Indra on 31/3/2012 is as under : ' | .8
Liabilities T | Assets T
Capital : -~ |Goodwill 20,000
Raj - 1,50,000 |Building " 2,25,000
Indra 100,000 | 2,50,000 |Plant | 62,500 -
Reserve 55,000 [Stock - 87,500
Bank Loan = 1,25,000 [Debtors 1,22,500
Raj’s loan 30,000 |Investments 35,000
Creditors 1,00,000 |Cash/Bank 60,000
Providend fund 52,500
Total | 612,500 |Total 6,12,500

Narendra Ltd was incorporated to take over the above business with an authorized
capital of 75,000 equity shares of ¥ 10 each. The term of business purchase as
follows: . .

(1) Goodwill of the firm to be valued at ¥ 26,250.

(2) The company took over all the liabilities except Raj’s loan and all the assets
except investments. GujaratStudy.com’ '

(3.) The assets were valued as follows:
(1) Fixed Assets were to be purchased at 20% more than the book value.

“(ii) Stock to'be purchased at 20% less than thé book value and Debtors to
be taken over with a provision of 10% bad debt reserve.

(4) Purchase consideration is to be paid in 15,000 fully paid up Equity shares at
10% premium,12% -1000 debentures each of T 100 and the rest of the amount -
in cash.

(5) Afer purchase of above business company paid 25% creditors in cash.

XT-119 7 P.T.O.
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(6) Itis also decided that aﬂer above transactions to mamtam the closing cash -

balance ¥ 1,00,000 company issued necessary equity shares to public, which
were all taken up and paid. :

Draft Journal entries in the books of Narendra Ltd and prepare openmg Balance
- sheet of the company.

OR

Gujarat Ltd. has taken over the running business of M/s Mehta Bros. .cxcept debtors

and creditors worth ¥ 8,00,000 and ¥ 4,00,000 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 -collect from debtors and 50% of the

dlscount recewed from creditors.

The company has collected ¥ 5,40, 000 in cash after a bad debts of ¥ 40 ,000 and

10% discount from debtors, whereas 80% creditors have been paid of 10%

discount.

The company has also collected ¥ 40,000 in cash from a debtor whose account was

- written off as a bad debts in past.

The company has paid amount due to the firm. Prcpafe Vendor’s suspense account
and pass necessary journal entties in the books of Gujarat Ltd..

Exp]aﬁn any One:

: (1) Usefulness of Accounting Standards

B)
2. (A
XT-119

(2) AS-2: Valuation of Invento;ieo

(3) AS-6: Depreciation Accounting

A Ltd. 1ssucd 4,00,000 Equity shares of 2‘ 10 each The whole issue was ﬂllly
underwntten byP,QandR as foIlows

P : 2,40,000 Shares, Q : 1 00 000 Shares, R : 60,000 Shares.

In addition, to the above underwntmg, there was firm underwriting as follows :

P : 32,000 Shares, Q : 12,000 Shares, R : 40,000 Shares .

The total sobscﬁption including marked applications were for 3,00,000 shares. The
marked appllcatlons were @ P : 40,000 Shares, Q : 80,0{}0 Shares, R : 20,000
Shares. : - '

If, credlt for firn underwriting is not given to underwnters determine the
Individual liabilities of underwriters. :

" OR
8 _
GujaratStudy.com
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" (A) (1) Ascertain the liahilities. of underwriter :

(B)

(B)

3. (A)

- XT-119

A Ltd. issued 80,000 shares of T 10 cach out of which 60,000 shares have
been underwritten by Shah & Sons.

Applications were received for 64000 shares of which marked applications
were for 45,000 shares. '

(Zj Write - “Advantages of underwriting”

On 1/01/2012 the following balances stood in the books of a company ;
12% debentures : % 6,00,000
Debentures Redemption Fund : T 4,50,000

8% Debentures Redemption Fund Investment : ¥ 4,50,000
Company transfer ¥ 20,000/-every year on Debentures Redemption Fund A/c.

After receiving interest on investment, company sold out the said investment at
20% profit and debentures amounting of I 4,80,000 were redeemed on
31/12/2012. '

Prepare :

12% Debentures Account

Debentures Redemption Fund Account

8% Debentures Redemption Fund Investment Account
| OR

Rajan Ltd. Issued 2000, 5% debentures of ¥ 100 each at 6% discount on 1-4-2010,
It was stated at the time of issue that 20% debenture would be redeemed annually
by purchase in open market. _

On 31/3/2011 company redeemied 20% debentures at ¥ 98 and on 31/3/2012 company
redeemed 20% debentures at T 101 by purchase in open market.

Give journal entries for 2010-11 and 2011-12.

Pass necessary journal entnes in reference of Capital reductlon 8

(1) Preference dividend on 7%, 5000 Preference shares of ¥ 12.5 fully pald has
not been paid for one year. The Preference share holders waived half of the
dividend and accepted shares for the rest of the amount.

(2) The contingent liability in respect of claim materialized in the sum of
¥ 90,000 but the company recovered ¥ 30,000 from one of the director
responsible for the same from his loan in the company.

9 ' P.T.O.
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(A)

(B)

(B)

(A)
B
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(3) Debenture holders agreed to accept cash for their accrued interest ¥ 6,000 and .
to take over building at ¥ 1,00,000 (Book value ¥ S0,0QO)m satisfaction of
part of their payment of debentures

(4) Creditors of a company were T 1,50,000. They were issued equity shares of
¥ 10 each at a rate of T 25 for every T 50 due and balance of creditors will be
paid after one year.

OR
(1) Write provisions of Company Act for “Capital reduction”. 8

(2) " A Creditors of ¥ 36,000 have agreed to accept new debentures of ¥ 31,000

(12% interest) in full settlement, another Creditors of ¥ 20,000 have agreed to
accept cash at 20% discount in full settlement, and the investment of
T 30,000,valucd at ¥ 44000 taken over by another Cred:tors of ¥ 40,000,
and ¥ 4,000 is return to the company.

Pass necessary journal entries in reference of Capital reduction.

Writes journal entries in the books of company in rcference of change of capital
fund : 6

(1) - The share capital of a company consists of 5000 equity shares 0f ¥ 100 each.

The company decided to sub devide the same into equity shares of ¥ 10 each ' gj
and 10% preference share of T 10 each in the ratio of 3 : 2. S
=
(2) The company has issued 1000 equity shares of ¥ 10 in exchange of equity =
stock of ¥ 9,800. B %)
(3) The company has issued equity stock in exchange of 5000 equity shares of %_
T 100 each at the rate of T 95 for each share. f
OR g
Write journal entries in the books of company in reference of change of capital
fund : 6

(1) The share capital of a company consists of 5,000 equity shares of ¥ 100 each.
The company decided to sub devide the same into 7 equity shares of ¥ 10
each and 3, 10% preference shares of T 10 each.

(2) The company decide to issued equity stock in following manner in exchange
of 5,000 equity shares of ¥ 100 each.

(i) At the rate of T105 for each share.
(i) - At the rate of T95 for each share.

Write a short note on “Re-Insurance”. | '8
Explain : : N 6
(1) Claim Paid
(2) Commission _
(3) Reserve for unexpired Risks
(4) No claim bonus

OR

GujaratStudy.com
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Prepare Fire Insurance Revenue Account of Orient Insurance for the year ending

GujaratStudy.com |

31312011 31/312012

?
3,60,000

1,20,000
60,000
92,000
12,000

1,350

18,000

7,500
14,400
9450
3,000
81,000
34,500
13,500
13,500

s

400

The following balghces are extracted from the books of Orient Insurance Co. :
. Particulars -
4
Premium 3,30,000
Premium on Re-Insurance Ceded 90,.00.0
Premium on Re-Insurance Accepted 30,000
Claim Paid 51,000
Re-Insurance Ceded recovery 6,000
Claim paid on Re-Insurance accepted 750
Comumission on Direct business 13,:500 |
‘Commission on Re-Insurance accepted 4,590'
Commission on Re-Insurance ceded 13,200
Depreciation on ﬁxc’:d_asseis 7,650
- Audit fees | 3,000
Salaries 75,000
Printing & Stationery 27,900
Common expenses 9,300
Sundry expenses 2,250
Profit on sale of motor 3600
Loss on sale of motor - |
Bonus utilized in reduction of premium 2,000
(1) Total amount of estimated liability of outstanding claims as at 31/3/2010,
31/3/2011, 31/3/2012 were ¥ 20,550, ¥ 26, 858 and T 33,330 respectively.
(2) Reserve for unexpired risk as at 31/3/2010 was ¥ 96,000 and in additional Reserve
was ¥ 9,600 as at 31-3-2010.
(3) Reserve for unexpired risk is to be provided for at 50% and additional Reserve at
5% of the net premium income. '
31/3/2011 and 31/3/2012 as per IRDA guideline.
XT-119 1
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5. Choose nght answer from given options (any seven)

(1

2

@

&)

©

%)
(8)

(9

XT-119
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When a purchaser Co. bears the firm’s dissolution expenses, then the Co. 1is
debited to which account ?

_(a) Share Capital Afc (b) Vendor’s Alc

(¢) Dissolution Exp. Alc () Goodwill Al
The AS-10 is apply for - '

(a) Fixed a'ssets (b) Current assets’ -

"(c) Liability =~ (@ None
| @)

X Ltd. issue 10,000 Equ:ty shares of ¥10 each. Y underwrites this issue with 6%
commission. What would be the underwriting commission as per Company Act ?

(a) ¥6,000 . (b) 5,000
© ¥2,500 - (d) none
Premium on redemption of debentures is o
| (b) Revenue Profit
(d) Capital Prof' t

{a) Revenue Loss

(c) Capital Loss
Company can reduce its Share capital by _
(a) Cancelhng its shares which are not subscribed.
(b) Reducing subscribed capital

¢) . (a) & (b) both

(d) none |

Legal expenses incurred in connection with claJm will be shown under the head
(@ Claim paid ~(b) Administrative expenses

(¢) Commissionpaid = = - "~ (d) Premium

In India after nationalization of general insurance, the Re-insurance

(@ hasmotpossible. (b) isstil possible.

(c) depends on company | (d) none

On debenture of ¥ 50 maximum arnount of underwntmg commission allowable is
@ Ti2s - (b) T2.50

© ¥4 . @ 75

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

(@) Dtl4/nos4 & Lo
(c) Dt 1/4/1994 g () Dt V4/1995

12
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