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Il Semester B.Com. Examination, October/November 2012
(Semester Scheme)
(Prior to 2012-13) (Repeaters)
COMMERCE
3.3 : Corporate Accounting — |

Time : 3 Hours Max. Marks : 90
Instruction : Answer should be completely written either in English or
Kannada.
SECTION-A
Answer any ten sub-questions. Each sub-question carries 2 marks. (10x2=20)

1. a) Whatis underwriting commission ?
b) What is meant by firm underwriting ?
c) What are preference shares ?
d) What do you mean by Redemption of Preference Shares ?
e) Whatis CRR ?
f) What is meant by normal rate of return ?
g) Define the term Goodwill.
h) State any two reasons for valuation of shares.
i) What is super profit ?
i) How do you ascertain the intrinsic value of shares ?
k) Whatis unclaimed dividend ?

I) How do you treat the following items in the companies balance sheet ?
i) Debentures
i) Preliminary expenses
iii) Securities premium
)

iv) Calls-in-arrears.
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SECTION-B
Answer any five of the following. Each question carries five marks. (5%5=25)

5 SQatvika Ltd. issued 80,000 shares of Rs. 10 each ata premium of 10%. Mr. X
underwrites 80% of the issue. The company receives applications for 75% of the
issue of which 40,000 applications bear the rubber stamp of Mr. X. Underwriting
commission is 4% of the issue price. Determine the liability of Mr. X and calculate
the Underwriting Commission.

3. Saurav Ltd. redeemed its 10,000 preference shares of Rs. 100 each at a premium
of 10%. Though the company had sufficient balance in the Reserve Fund, it
decides to make fresh issue of 6,000 equity shares of Rs. 100 each at a premium
of 25% for this purpose.

Pass necessary journal entries.
4. The net profits of a business after providing for taxation, for the past five years
are Rs. 40,000, Rs. 42,000, Rs. 45,000, Rs. 47,000 and Rs. 46,000 respectively.

The capital employed in the business is Rs. 4,00,000 on which a reasonable rate
of return of 10% is expected.

Calculate the value of goodwill of the business on the basis of 5 years purchase
of super profit.

5. Following information relates to Darshan Ltd.

4,000 10% preference shares of Rs. 100 each Rs. 4,00,000

5,000 equity shares of Rs. 100 each Rs. 5,00,000
Average profits before tax Rs. 3,22,580
Rate of tax 38%
Transfer to be made to Reserve 20%
Normal rate of return 15%

Ascertain the value of each equity share under Yield Method.
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6. Following particulars have been obtained from the accounts of a Company

Rs.
i) Managing Director’s remuneration paid 20,000
ii) Provision for Bad Debts 10,000
ii) Provision for Taxation 1,50,000
iv) Depreciation written off 80,000

v) Depreciation allowable as per Income Tax Provision 70,000

vi) Loss on sale of investments 50,000
vii) Preliminary expenses written off 20,000
viii) Net profits after considering the above items 4,50,000

Compute the net profit for the purpose of managerial remuneration and calculate
Managing Director’s remuneration at 5% of net profit.

7. From the following particulars, prepare Profit & Loss Appropriation A/c

Rs.
a) P/L A/c balance brought forward 1,00,000
b) Net Profit before tax
(Provision for taxation 40%) 8,75,000
c) Transferto Reserve Fund 1,25,000

d) The share capital consists of
i) 10,000 12% preference shares of Rs. 100 each fully paid
if) 10,000 equity shares of Rs. 100 each fully paid.

e) The Directors propose a dividend of 20% on equity shares.
8. What is Underwriting Commission ? What are the legal provisions relating to it ?

9. State the conditions laid down under Sec. 80 of the Companies Act for redemption
of preference shares.
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SECTION-C
Answer any three of the following. Each question carries fifteen marks. (3x15=45)

10. Niraj Ltd. issued 1,00,000 equity shares of Rs. 60 each. P, Q, R and S underwritten
the entire issue in proportion of 40%, 30%, 20% and 10% respectively in
consideration of commission in cash at 4%, they also apply for firm shares as
under :

P — 3,000 shares, Q —2,000 shares, R—2,000 shares and S — 3,000 shares.

Besides the firm applications from the underwriters, the public apply for 60,000
shares, of which marked application are as under :

P — 10,000 shares, Q — 6,000 shares, R — 8,000 shares and S — 16,000 shares.
Show the number of shares to be taken up by each of the underwriters treating :
a) Firm underwriting as marked applications, and
b) Firm underwriting as unmarked applications.
Also find out the commission payable to the underwriter.

11. Bharat Ltd. redeems its fully paid preference shares at a premium of 20%. For
this purpose it makes fresh issue of 5,000 equity shares of Rs. 10 each at par

and sells its investments at a loss of 5%. On the date of redemption the Company’s
Balance Sheet stood as under :

Liabilities Rs. Assets Rs.
Equity share capital
(Rs. 10 each) 8,00,000 Fixed Assets 21,00,000
Preference Share Capital Investments 4,00,000
(Rs. 100 each fully paid) 4,00,000 Bank & Cash 2,00,000
Preference Share Capital Other Current Assets  3,00,000
(Rs. 100 each partly paid) 2,00,000
Capital Redemption Reserve 2,00,000
Securities Premium 10,000
P/L Alc 5,90,000
Liabilities 8,00,000

30,00,000 30,00,000

Pass journal entries and show the Balance Sheet after redemption.
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12. The following particulars are available in respect of the business carried on by
Nishanth Ltd.

i) Profits earned : 2009~ Rs. 1,00,000
2010 — Rs. 96,000
2011 —Rs. 1,04,000.

i) Profit of 2010 is reduced by Rs. 10,000 due to stock destroyed by fire and
profits of 2009 included a non-recurring income of Rs. 6,000.

jii) Profits of 2011 include income from investment Rs. 4,000.

iv) The stock is not insured and it is thought prudent to insure stock in future. The
insurance premium is estimated at Rs. 1,000 p.a.

v) Normal rate of return 10%.
vi) Average capital employed Rs. 8,00,000.
vii) Present value of annuity of one rupee for 5 years at 10% is Rs. 3.78.
You are required to calculate the value of Goodwill.
a) As per 5 years purchase of super profit.
b) As per capitalisation of super profit.
c) As per Annuity Method.

13. The following details are obtained from the books of Anil Ltd. as on 31%*March, 2011.

Rs.
a) Share Capital

i) 5,000 equity shares of Rs. 10 each fully paid 50,000
i) 5,000 equity shares of Rs. 10 each, Rs. 7.50 per share paid 37,500
iii) 5,000 equity shares of Rs. 10 each Rs. 5 per share paid 25,000
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14.

b) General Reserve

c) Liabilities
d) Fixed Assets

e) Current Assets

f) Normal Average Profit (After tax)

g) Estimated rate of capitalisation 10%
h) Transfer 20% of profits after tax to General Reserve.

Calculate the value of each type of share by

A) Assets backing method and

B) Yield method.

A

25,000
62,500
90,000
1,00,000

15,000

Following are the balances of PQR Ltd. as at 31-3-2011. You are required to

prepare Final Accounts of the Company after taking additional information into

consideration :

Debit

Premises

Plant

Stock on 1-4-2010

Debtors

Goodwill

Cash and Bank

Rs.
30,72,000
33,00,000

7,50,000
8,70,000
2,50,000

4,06,500

Share Capital
12% Debentures
Pand L Alc

Creditors

General Reserve

Rs.
40,00,000
30,00,000

2,62,500
7,70,000
41,50,000

2,50,000




T

Calls-in-arrears 75,000
Interim Dividend 3,92,500
Purchases 18,50,000
Preliminary Expenses 50,000
Wages 9,79,800
General Expenses 68,350
Salaries 2,02,250
Bad debts 21,100
Debenture interest paid 1,80,000

1,24,67,500

Additional information :

RDD on 1-4-2010

1) Closing stock is valued at Rs. 10,50,000.

2) Depreciate plantby 15%.

3) Write off Rs.5,000 from preliminary expenses.

4) Half year debenture interest is due.

35,000

1,24,67,500
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5) Write off Rs.20,000 further bad debts and create new reserve for bad debts at

5% on debtors.

6) Transfer Rs.25,000 to General Reserve.

7) Ignore corporate dividend tax.
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