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SARDAR PATEL UNIVERSITY
B.com. Examination, Il nd Semester
Monday, Date : 3" October 2022.
Session: Morning ,Time: 09:30 A.M. to 11:30 A.M.
Subject/ Course Code: UB02ECOMO02
Subject/ Course Title: Advanced Accounting and Auditing -IV.
‘(Company Accounting)
| Total Weightage/Marks: 70

Note: (1). From the following eight questions, write any four question’s answer.,

(2). All question carry equal marks.

Que.1. The following is the balance sheet of A ltd. as on 31% March 2021. (17.5)

Liabilities Rs. _ Assets " Rs.
Share Capital: Goodwill - . 22,400
10% pref. shares of Rs. 10
each, fully paid 80,000
Equity share of Rs. 10 each, | 3,20,000 | Building - 2,96,000
Fully paid Less: Depreciation 64,000 | 2,32,000
15% Debentures of each 1,60,000 { Machinery- 2,96,000
Rs.100 Less: Depreciation 56,000 | 2,40,000
Reserves and Surplus 96,000 { Furniture- 24,000
Less: Depreciation 4,000 | 20,000
Worker ‘s profit sharing 12,000 { Investments :
fund Shares in Subsidiary company | 20,000
Other 10% investment(Face
Value Rs.60,000, Interest is
tax free) 48,000
Creditors 1,64,000 | Debtors- 96,800
' > Less: B.D.R. 4,000 92,800
Bills Payable 24,000 § Bills Receivables 1,40,000
Provident Fund 20,000 | Stock 65,600
Provision for Taxation 24,000 { Cash and Bank Balance 16,000
' . Prepaid Expenses 1,600
Discount on Debentures 1,600
9,00,000 9,00,000

You are required {¢ compute the value of the Goodwill of the

company, at four years purchase of its Super profits taking in to account the following
particulars. '

(1). The present market value of the Building and Machinery is ascertained at Rs. 3,60,000

and Rs. 2,08,000 respectively'and the remaining-assets are 1o be taken at their book
values. - ‘ ' '
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(2). The Market price of the shares of the company doing similar business and giving
dividend at 20%, is twice its paid-up value.

(3). The profit of the company before providing for tax at 50% for the last four years are as

under:
Year
2016-17
2017-18
2018-19
2019-20

Profit Rs.
1,40,800
1,53,600
1,47,200
1,60,000

Que.2. (A). Explain: The fectures affecting the valuation of Goodwill . (10)
~ (B). Explain various methods used for computing the value of Goodwill. (7.5)
Que.3. The following is the balance sheet of BK Itd. as on 31% March 2021. (17.5)
Liabilities Rs. Assets Rs.
| Share Capital: _ 8.00,000 | Goodwill 60,800
80,000,10% pref. shares of
Rs. 10 each. h
80,000 ,Equity share of Rs. 8,00,000 | Land and Building 10,80,000 :
10 each, _ Less: Dep. 40,000 | 10,40,000
Reserves and Surplus 2,56,000 | Machinery 10,00,000
" | Less: Dep: 40,000 9,60,000
Profit and Loss Account 64,000 | Furniture 51,200
B : Less: Dep: 3,200 48,000
15 % Debentures 3,20,000 | Investments :
| 10.% investment against P.F. 80,000
12% Debentures of RK
Ltd.(Face Value Rs.96,000, '
"| Interest is taxable) 91,200
Creditors 64,000 | Stock _ 1,52,000
Provident Fund - 80,000 | Debtors 48,000 '
' | - Less: B.D.R. 3,200 " 44,800
Bills payable 1,16,000 | Cash and Bank Balance 23,200
25,00,000

Additional Informations:

25.00,000

(1). The preéent market value of Land and Building is Rs. 11,39,200.
(2). The company’s average annual profit before deducting tax at 50 % is 4,48,000.
(3). The expected rate of return on capital employed in this type of business is considered

to be 10 %.




(4). The value of Goodwill of the com pany has been ascertained at Rs. 121,600,

Froin the above particulars ascertain the fair value of Equity Share of the
company.

Que.4. The following informations are extracted from the book of IB Ltd, (17.5)

L. Equity share capital (50,000 Shares, each of Rs. 10 ), Rs. 5,00,000

2. 4,500, 10 % Preference share Capital, each of Rs. 100, Rs.4,50,000

3. General Reserve Rs.2,25,000_ . '

4. 10 % debentures of Rs. 100 each Rs, 1,25,000

5. Profit and Loss A/C (Debit balance) Rs.35,000 _

6. Average Profit of last 3 years , Before Interest and Tax Rs.2,62,500

7. .Average Corporate Tax Rate of last 3 years 35 %. :

8. Expected Rate of Return 10 %.. . ‘ - . o

9. Company transfers 20 % of profit (profit after tax) to General Reserve every year.

From the above informations, Calculate Yield Value of Equity Shares.

Que.5. Write short note: o ' (17.5)
(1). Average Clause. ' ‘ '
(2). Consequential Loss Policy.
*(3). Period of Indemnity.

Que.6. From the following details, prepare Statem_ent of Claim to be presented (17.5)
before Insurance Co.

Date of Fire : 1-4-2020

Indemnity Period : 4 Months

Amount of Policy : Rs. 2,52,000

Net Profit of Financial Year (1-1-2019 to 31-12-2019) Rs. 1,44,000

Fixed expenses ( For the financial year 2019) Rs.4,96,000

Sales: . ‘ :
1-1-2019 To 31-3-2019 Rs. 12,00,000

- 1-4-2019 10 31-7-2019  Rs. 16,00,000

1-8-2019 t0 31-12-2019  Rs. 4,00,000
1-1-2020 to 1-4-2020 Rs. 8,00,000
1-4-2020 to 31-7-2020  Rs. 20,00,000 of
The Sale for the year 2020 shows a reduction of 10 % over the salesdipr the
year 2019 and rate of profit on sales for the year 2020 shows a reduction of
2 % over the profit for the year 2019. The expenses incurred to mitigate fire
were Rs.6,000, =

Que.7. Write short note: ' ' _ ‘ - (17.5)
(1). Re-Insurance - '
(2). Claim and Commission.
(3). Types of General Insurance.
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Que.8. Following are the details of Star Insurance Co. Ltd ,for the year ended on

31% March 2021, Prepare Revenue Account for its Firc Department.
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Reserve for Unexpired Risk (1-4-2021) Rs.12,00,000

Additional Reserve {1-4-2021) Rs.1,50,000

Premium Received Rs.26,00,000

Out Standing Claims (1-4-2021) Rs.20,000, 31-3-2022 — Rs.30,000
Claims Paid Rs. 10,00,000

Premium of Re- insurance ceded Rs.22,000

Recoveries Rs. 75,000 ,

Claims of Re-Insurance accepted Rs,25,000

Premium on Re- Insurance accepted Rs.40,000

. Commission on Re- Insurance accepted Rs.80,000

. Commission on Re- Insurance ceded Rs.22,000

. Commission on Direct Business Rs.2,20,000

. Legal Charge (Rs. 5,000 Claims related ) Rs.15,000
. Administrative Expenses Rs.3,00,000

Other Income Rs, 50,000
Other Expenses Rs.10,000

(17.5)

Reserve for unexpired risk is to be maintained as per code of conduct
and additional reserve to be increased by 1 % of Net Premium.
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