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CE-102 (A) : Financial Accounting — 1]
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Instructions : (1) Figures to the right side indicate marks.

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

1. The following is Balance Sheet of M/s. Shah Bros. as on 3 1€03-2014 : 14
Balance Sheet '
| Liabilities 4 P Assects - '\'_“'
Capital Accounts : Goodwill 13.000
‘A’ - 96,500 Land & Building 1,12,500
' ‘B~ - 83,500 | 1,80,000 | Plant & Machinery - 38,700
General Rescrve 24,000 St;:T( 26.400
Workmen profit sharing fund | 11,500 | Dehtors 74,400
Cregditors 48,000 Less : Bad Debts __2.400
| Less : Dis. Reserve _ 2400 | 45,600 72,000
Bank Loan - 36,500 | Less : B.D.R. @ 68.400
’ l Bills 12.600
Investments | 17,000
| i | Cash on Hand 9.000
N) 297,600 | 297600

On the ‘above date, a new company Hiren Ltd. was incorporated with an authorized
capital of ¥ 2.40,000 divided into 2,400 equity shares of ¥ 100 each to take over the
running business of the firm except investment, debtors_and cregditors. The company
also agreed to collect debtors and make payments (o creditors on behaif of the firm.
The other terms are as under :

(1) The goodwill of the firm is to be valued at equal to the total profit of the last five
year. The average profit of the last five years was ¥ 6,000,

13E-101 9 P.T.O.



13E-101

(2) Fixed assets as shown in the books are 10% less than the market value, whereas
the stock is overvalued by 10%.

(3) The purchase consideration is to be discharged by issuing 1,200 equity shares at

10% premium. 10% 600 debentures of T 100 each at 10% discount and balance
amount in cash.

(4) The company has collected 2 54,000 in cash from debtors after allowing 10%
discount and 80% creditors have been paid off at 10% discount. The com pany.is

entitled for a commission @ 10% on amount collected from debtors and 50%
discount received from creditors. The company paid the amount due to the firm.

(5) The remaining shares are issued to the

public at a premium of ¥ 10 per share,
which are fully subseribed.

(6) Preliminary expenses amounted to ¥ 6,000,

Pass necessary entries in the books of the company and prepare initial balance sheet of
the company.,

OR

(a) Explain any one :

| (I) Usefulness of Accounting Standards
(2)  AS-2: Valuation of inveditories

(b) Explain any two :

(I) Net assets of a partnership firm is ¥ 20 lakh and debts payahle is ¥ 4 Jakh.
Company hds purchased this business and in consideration paid 1,00.000
equity shares of ¥ 10 each at 30% premium. 12%

8,000 debentures each of
< 100 at 20% discount and balance in cash. Pass

necessary Journal Entries
in the books of the company tor business purchase and payment of
consideration.,

(2) . Vinod Ltd. purchased the business from Sanjay Bros. for T 4.5
Purchase consideration is satisfied as under :

Equity shares of ¥ 100 each at 20% premium and 8% debentures of 100

cach at 10% discount in the proportion of 4 : | and ¥ 45.000 in cash.

Pass Journal Entries in the books of purchasing company,

(3) According to AS-] 0, which items relating to fi

xed asset should be shown in
financial statements ?

10
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(c) Explain any two ; T | . _ 3

(1)  About which matters of depreciation disclosure should be made in financial
statement ?

(2) What is Vendor’s Suspense Account ? What items are generally entered in
this account ?

(3)  What are *Depreciable Assets" ?

A company issued 1,75,000 equity shares each of ¥ 50 at 20% premium, The enlire
issue was underwritten as follows : 14

Aarohi  : 1,05,000 shares (firm underwnting 17.500 sharcs)
Anushri  : 52,500 shares (firm underwriting 7,000 shares)
Anuradha : 17,500 shares (firm underwriting 1,750 shares)

Out of the total issue, 1,57,500 shares including firm underwriting were subscribed.
Marked Applications (excluding firm undenwriting) were as under :

Aarohi : 56,000 Shares, Anushri : 35,000 sha.res al?d Anuradha : 14,000 shares.
Determiné the liabilities of indi\'idua‘l underwriters, if
(a) Credit for firm underwnting is Fpg_ given to underwriters.
(b) Credit for firm underwriting }gwen to underwriters.
OR
(a) Explain any one : 7

(1) . Dhruvi Ltd. issued 18,900, 11% debentures of ¥ 100 cach at 3% discount on

[-1-2013. It was stated at the time of issue that ¥ 75.600 debentures would
be redeemed annually by purchase in open market,

»
During 2013 and 2014, debenture discount of ¥ 14,400 per annum was

written off. During the year 2014 the company purchased debentures of
¥ 22,680 at T 94 and debentures of ¥ 52,920 at T 93 from open market and
cancelled them.

Give Journal entries for the year 2013 and 2014,

(2) Provisions for undenwriting commission under the Companies Acl.

13E-101 1



(b) Explain any two :
(1) Firm Underwriting Agreement
(2) Advantages of Underwriting of sale of shares

(3)  Debenture Redemption Methods

(c) Explain any two :

(1) Explain the meaning of Marked Applications.
(2)  To which aceount js the interest of sinking fund investment credited ?
(3)  An amount cqual to the face valye of debentures redeemed from Profit Loss
Appropriation A/e, transferred to Alc.
The Balance Sheet of Nehali Ltd. as on 31-3-2014 is upder : 14
| Goodwill 1,72.800
| fully paid | 17,28,000 | Frechold property 1" 8.64.000
8% preference shares of | Plant I 2,88,000
T 100 each fully paid 4,32,000.| Patents 1,58,400
| 10% Debentures 4,60,800 | Investment 1 1,72,800
| Accrued interest on Stock 4,32.000
debenture 41,400 | Debtors 4,89,600
Creditors 5,05,800 | Preliminary Expenscs 1.00,000

Profit & Loss Account 4,90,400

31,68,000 '

A scheme of capital reduction as approved by the Court was as under :

31,68,000

(1) Preference shares to be reduced to Z 70 each.
(2) Reduce T 5 per equity share.
(3) Debenture holders agreed to waive outstanding interest.

12



(4) Debenture holders agreed to take over freehold property (book value ¥ 2.40,000)
at a valuation of ¥ 2,88,000 in part payment of their holding. |

(5) Remaining freehold property were valued at T 7,68.000.

(6) Investment were sold for ¥ 2,40,000.

(7 The dividend on preference share was in arrears for the last three ycars.

Preference share holders agreed to waive half of their arrears dividend and fgbthe €

remaining amount they agreed to accept new equity shares of < 5 each.
(8) Allinvisible'and intangible assets to be written off.

(9) The construction expenses amounted to T 18.400.

(10) The remaining amount is to be utilized in writing down plant and stock in the

proportion of their book values.

Pass the Journal Entries to record the above transaction in the books of the company

and preparc the Balance Sheet thereafter.
- OR -
3 (a)" _Explain any one : ‘ 3 7

(1) What are the ways in which a company can reduce its share capual under

Companies Act ?

(2) Write provisions of the Companies Act for “Capital Reduction™.
(b) Explain any two : , ' 4
(1) The share capital of the company consist 1 00 000 equity shares of < 10{]
each, The company has passed resolution to subdivide its each equity share

“into 6 equity shares of ¥ 10 each and 8 cu. preference shares of ¥ 5 cach.

Write Journal Entry.

(2) Directors have agreed to accept 65% of their claims in the form of cqﬁity
shares and 15% in cash and they have waived the remaining amount of

? 42.840. Write Journal Entry for capital reduction.

(3) The division and consolidation of shares.

13E-101 | 13 P.T.O.



(¢) Explain any two : : 3

(1) A company has converted its 100 equity shares of Z 100 each into Equity
stock 0f ¥ 9,700. Write Journal Entry.

(2) A company has issued 100 equity shares of ¥ 10 each in exchange of Equity
stock of ¥ 960. Write Joumnal Entry.

(3)  Explain how a company may alter its share capital.

4. Krunal Insurance Co. Ltd. presents the following information of Fire and Marine

Insurance for year ended on 31-3-14 - ‘r 14
| Particulm:_ o Marine¥ | Firel
Rc—inm;ncc prehTiunT T 1-(,7500 M
Glaims paid 4,951000 |, 6,60,000 |
Commission on Re-insurance paid 4%300 66)900 '
Commission on Re-insurance accepted 3300 42,500
Expenses to co-.}gg[ fire : -t *-“*'16){00,
Re-insurance recoveries &S0 | 15300
Peemium received "!,&20.500 185,000
commission on direct business 2 #7500 )a?S.OOD
| Iglcrcs t-dividend 82,500 | ~99.000
Profit on sales Of investiigpts 65400 | 38,000 I
NReserve for expected risk on 31-3-13 | 825,000 3@0.000
Liabilitics for outstanding claims: On 31-3-13 | 4\?@00 | 66,000
gy 31-3-14 | 9X000 T
‘]Qﬂ\dditional reserve on 31-3-13 | WOO l@{lﬂﬁ

Additional reserve of both the departments to be increased by 10% of reinsurance after
premium. Make proper provision for expected risk. |

Prepare Accounts of both the departments.

OR
14



‘State the rules of code of conduct

for the companies doing Business of General

7

s, (@)
Insurance. -, |
(b) Explain: (any one) 4
(1) Re-insurance
(2) Reserve for unexpired risks
(c) - Explain : (any one) 3
(1) Claims paid- |
2) C ommission
5. Choose right answer from given options : (any seven) 14
(1) When purchase price is fixed at T 1.65,000 the goodwill for purchaser company
had arisen ¥ 22,000. If the purchase company wants the capital reserve of
7 22.000 out of this purchase, what purchase pricc should he fixed ?
(a) ¥1,21,000 (b) ¥ 1,10.000
(c) ¥99.000 (d) Noneofthe above
(2) By adding conversion cost into all costs of purchase
(a) Costof purchase is arrived
(b) Costof inventories is arrived
(c)-— Cost-of goods sold is amved
(d) - Cost of production is armrived
(3) On equity shares of Z 100 each, issued at Z 140 per share, the maximum amount
of underwnting commission payable to undenwriter on equity share shouldbe
A 5 ) T25 |
() T35 d 7
(4) Under the «chenie of Capital Reduction, balance left in Capital Reduction Alc,
after writing off the accu mulated losses, IS transferred to
(a) [ Capital Redem ption Rescrve Alc.
so(b) General Reserve Alc.
~tc)  Capital Reserve A/C.
(d)  Share Capital Alc.
(5), When arrears of preference dividend i declared, then it is considered as a loss
and is debited to
(a) Capital Reduction Alc.
(b) Profit and Loss Alc.
() Capital Rescrve Alc.
(d) Noneofthe above
13E-101 15 |
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6) F iving re.

(6)  Fora company giving re-insurance, the re-insurance premium is
(a) Decrease in income (b) Increase in income
(¢) Having no effect (d) None of the above

S

ired risk is kept at

(7) In fire and miscellaneous insurance business. reserve.for
of net premium.

(a) 100% (b) 25%
() 50% (d) None

(8) The commission received by the co
(a) To write off assets

(b) To write off secn‘ies un

(¢) To write off ﬂcﬁti‘
' il

(b) Dt 1-4-91
(d) - Dt. 1-4-95



