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ENGLISH VERSION

Instructions : (1) All questions are compulsory.
(2) Figures to the right show marks.

1  The Balance Sheet of Suraj and Chandra on 31-3-2018 14

is as follows :

Liabilities Rs. | Assets Rs.
Capital Account : Goodwill 8,000
Suraj 60,000 Bulding 90,000
Chandra 40,000 | 1,00,000 | Machinery 25,000
General Stock 35,000
Reserve 22,000 | Debtors 35,000
Suraj’s Loan 12,000 | Less : Bad
State Bank Loan 50,000 | debts Reserve 3,000 32,000
Creditors 35,000 | Bills Receivable 17,000
Workmen’s Accident Investments 14,000
Compensation Fund 6,000 | Cash & Bank Balance| 24,000
Provident Fund 14,000
Workmen's Savings
Bank A/c 6,000
2,45,000 2,45,000

Tara Ltd. was incorporated to take over the above business
with an authorized capital of 30,000 equity shares of

Rs. 10 each. The terms of purchases are as follows :
(1) Goodwill of the firm is valued at Rs. 10,500.

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

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

Cash Balance Rs. 8,000.
GE-022006 | 9 [ Contd...
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Fixed assets were to be purchased at 20% more

Stock to be purchased at 20% less than book value.

Debtors to be taken over with a provision of bad

Firm dissolution expenses Rs. 1,000 which was borne
by the company.

Purchase consideration is to be paid in 10,000 fully paid

up equity shares at 10% premium, 400, 12% Debentures
each of Rs. 100 at 10% discount and the rest of the

amount 1n cash.

(7

The remaining shares are i1ssued to the public at a

premium of 10% which were all taken up and paid for.

@®)
Rs.1,200.

Preliminary expenses of the company amounted to

Draft journal entries in the books of Tara Ltd. and prepare
opening Balance Sheet of the new company.

OR

(a) The following is the Balance Sheet of Lav Kush Bros. 7

as on 31-3-2017.

http://www.sgguonline.com

Liabilities Amount | Assets Amount

Rs. Rs.

Capital of Lav 1,50,000 | Building 1,80,000

Capital of Kush 1,10,000 | Machinery 1,20,000

Workmen's Profit Stock 1,10,000
Sharing Fund 10,000 | Debtors 85,000
Workmen's Accident — Bad Debts 5,000
Compensation Fund 15,000 80,000

Bank Loan 2,00,000 |- B.D.R. 10,000 70,000
Creditors 25,000 | Investments (Market

Bills Payable 10,000 value Rs. 40,000) 30,000

Cash and Bank 10,000

5,20,000 5,20,000
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On 1-4-16 Mahabharat Limited was incorporated with

an authorized capital of Rs. 5,00,000 divided into equity

shares of Rs. 100 each to take over the running
business of the firm on the following conditions :

(1) The value of Land and Building as shown in the
books 1s 10% less than the market and stock is
over valued by 10%.

(2) The goodwill of the firm is valued at 1/5 of the
total profits of the last five years. The average
profit for the last five years was Rs. 50,000.

(3) Debtors are subjected to 10% Bad Debts Reserve.

(4) The purchase consideration is to be satisfied by
issuing 2,500 equity shares Rs. 80 paid up at the
rate of Rs. 120 and balance amount in cash.

(6) The company has issued remaining shares to the
public at Rs. 80 paid up at the rate of Rs. 120.

Pass necessary entries in the books of the company and

prepare initial Balance Sheet of the company.

(b) Answer the following questions : (any one) 7
(1) Accounting Standard — 2
(2) Accounting Standard — 6

2  Ravi Ltd. issued a prospectus inviting application for 14
4,00,000 equity shares of Rs. 10 each at a premium of 10%.
The whole issue was fully underwritten by A, B, C and D
as follows :

‘A’ 1,60,000 shares

‘B 1,20,000 shares

‘C’ 80,000 shares

‘D’ 40,000 shares

Applications were received for 3,50,000 shares of which
marked applications were as follows :

A 1,70,000 shares

B 80,000 shares

C 85,000 shares

D 5,000 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 underwriters and give necessary journal entries
in the books of the company.

OR
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2  (a) Rajiv Ltd. issued 80,000 shares of Rs. 10 each out 4
of which 60,000 shares have been underwritten by Ravi
and Sons. Applications were received for 64,000 shares
of which marked applications were for 45,000 shares.
Ascertain the liability of the underwriter.
Under writer was not given any credit for unmarked
applications, except any share increase applications

less from the liabilities of the company.

(b) Prakash Limited issued 10,000 shares of Rs. 10 each. 10

These shares were underwritten as follows :

Riddhi : 6,000 shares

Purvi : 2,500 shares

Prit1 : 1,500 shares

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

Riddhi : 800 shares

Purvi : 300 shares

Priti1 : 1,000 shares

Total subscriptions received by the company including
firm underwriting and marked applications were 7,100

shares.

The applications were marked as follows :

Riddhi : 1,000 shares

Purvi : 2,000 shares

Prit1 : 500 shares

You are required to determine the liability of

underwriters.

(a) If underwriters were not given any credit for firm
underwriting.

(b) If underwriters were given credit for firm
underwriting.

GE-022006 ] 12 [ Contd...
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3  The following balances were extracted from books of 14
Riddhi Ltd. as on 31-3-2016.

Particulars......iiiniiiiniiniinienicnenicnceneenecene Rs.
Share capital : 1,600 equity shares of Rs. 100 each ... 1,60,000
1,200, 8% cum. Pref. shares of Rs. 100 each ......... 1,20,000
Preliminary exXpenses ......cccovvveeeeeeeeeiieiiiiiieineeeeeereeveasennns 24,000
Securities Premitm oo e eaiens 40,000
D72 ] 7o) o IR 19,360
SOCK e 4,000
GOOAWLLL .oeeeeiiii e 12,000
Creditors ..ot e v 16,000
Land-Bullding ........coooooimmiiiieeeeee e 64,000
MaAChINETY ..coiveiiiiiieieee et e e vvaeen e e e e eereeans 1,28,000
Profit and Loss Alc. (Credit)......covvvvvvviieeieeiirnienninnnn, 68,640
Patents ..o 16,000

The following scheme of capital reduction was duly sanctioned
by the tribunal :

(1) Equity shares to be reduced by Rs. 90 each.
(i1) Preference shares to be reduced to Rs. 90 each.

(iii) One new equity share paid upto the extent of 50% only
to be issued for each Rs. 100 gross preference dividend,
which has not been declared since 31-3-2015.

(iv) All credit balances not being the outside liabilities and
all debit balances not being the amount receivable as
well as the intangible assets are to be written off.

(v) Assets to be revalued and reduced by following amounts :
Land Building .............. Rs. 24,800
Machinery........c.cceevveeneen Rs. 49,600

Draft journal entries and give the Balance Sheet of the

company after capital reduction.

OR
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3 (a) The provisions of Companies Act relating to 7
Capital Reduction.
(b) Write losses to be written off from Capital 7

Reduction Account,

4  Tirth Insurance Co. Ltd. presents the following information 14
regarding Fire and Marine insurance for the year ended
31-3-2017.

Particulars Fire | Marine
Deptt. Rs. | Deptt. Rs.
Reserve for unexpired risk 31-3-2016 | 14,00,000 | 18,00,000
Claim paid 8,00,000 | 6,00,000
Liabilities for outstanding
Claims as on 31-3-2016 1,00,000 | 1,20,000
31-3-2017 1,60,000 80,000
Premium Received 24 .00,000 | 16,00,000
Premium on Re-insurance accepted 3,00,000 | 2,00,000
Premium on Re-insurance ceded 2,00,000 | 1,60,000
Re-1insurance recoveries 1,20,000 | 1,00,000
Interest and Dividend 1,00,000 80,000
Taxes on Interest and Dividend 30% 30%
Other Incomes 40,000 50,000
Commission in direct business 1,40,000 | 1,30,000
Commission on Re-insurance accepted 60,000 40,000
Commission on Re-insurance ceded 40,000 32,000

Other Information :

(1) Every year additional reserve i1s maintained at 50% of
reserve for unexpired risk.

(2) The administration expenses of Rs. 2,00,000 and legal
expenses Rs. 80,000 are to be divided between Fire and
Marine in the proportion of net premium received.

(3) Premium outstanding :

Fire Rs. |Marine Rs.

31-3-2016 3,00,000 80,000
31-3-2017 2,00,000 40,000
Prepare Revenue Accounts for both the departments.
OR
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4 (a) Explain in brief : (any one) 7
(1) “Re-insurance”

(2) Reserve for unexpired risk.

(b) Explain : 7
(1) No claim Bonus

(2) Commission

5 Give the correct answer from the following options : 14

(any seven)

(1) At the time of purchase of business total value of assets
agreed between purchaser and seller 1s Rs. 5,00,000 and
total liabilities accepted by the purchaser is Rs. 2,00,000.
If the purchase price is fixed at Rs. 4,50,000, then how
much can be considered to be goodwill amount ?
(A) Rs. 2,00,000
(B) Rs. 4,50,000
(C) Rs. 5,00,000
(D) Rs. 1,50,000

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

(A) Land

(B) Building

(C) Goodwill

(D) (A) and (C) both

(3) On equity share of Rs. 100 each, issued at Rs. 125
per share, the maximum amount of underwriting

commission payable to underwriter should be :

(A) Rs. 5
(B) Rs. 3.125
(C) Rs. 6.25
(D) Rs. 2.50
GE-022006 | 15 [ Contd...
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(4) If under the scheme of capital reduction, the damaged
machinery worth Rs. 1,50,000 is sold out as a scrap
for Rs. 25,000 then :

(A) Rs. 25,000 should be credited to Capital Reduction

Account

(B) Rs.1,560,000 should be debited to Capital Reduction
Account

(C) Rs. 1,75,000 should be credited to Capital Reduction
Account

(D) Rs. 1,25,000 should be debited to Capital Reduction
Account

(5) In fire and miscellaneous business, reserve for unexpired

risk is kept at of Net Premium.

(A) 100%

B) 25%

(€C) 50%

D) 10%

(6) Net lability in firm underwriting means :
(A) Firm Liability
(B) Normal Net Underwriting + Firm Liability
(C) Net Laability less Firm Liability
(D) Normal Liability
(7y Purchase consideration of Business + Capital Reserve

(A) Net assets of business
(B) Goodwill
(C) Consideration
(D) Total Assets of Business
(8) The AS-10 is for :
(A) Fixed Assets
(B) Current Assets
(C) TLiability
(D) None of the above
(9) Underwriting agreement is made for :
(A) Private placement of shares
(B) Issue of Right Shares
(C) Issue of shares or debentures to general public

(D) A), B) and (C) all.
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