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Q1A. What is Goodwill? Explain the Factors affecting Valuation of Goodwill. [12]

Q1B. Write a Note on Super profit method. ' {06]
OR

QI. The Balance-Sheet of Sachin Trading Company Limited as on 31* March 2020 is [18]

As under:
I.iabilities Amount [Rs.] Assets Amount {Rs.ﬂ
Paid up Capital: Goodwill 150000
50000 shares of Rs. 10 500000 Land and building 120000
gach fuily paid )
Bank Over dralt 116000 Plant and Machinery 200000
Creditors 181000 Stock 200000
Provision for Taxation 39000 Debtors 200000
Profit and Loss 114000 Less: BDR 20000 180000
Appropriation account
Bank balance 100000
950000 950000

Additional Information:

1. The company commenced business on 307 June 2014 with a paid up capitai of Rs.

500000.
Profit and Loss earned during last five years betore providing taxation have been as
follows:

Years Amount [Rs.]

2015-16 40000 loss

2016-17 88000 profit

2017-18 123000 profit

2018-19 116000 profit

2019-20 130000 profit

There was a long time strike during the year 2015-16 in the company.
Income Tax is to be paid at the rate of 50%.
The Expected Rate of Return on Capital Employed is 10%.

SN

The present market value of Land and building is Rs. 240000,
On the basis of this price you have to consider an additional depreciation of Rs. 20000.
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5. During the next five years the company is likely to save material cost of Rs, 60000 every
year as per the contract made by the company.

6. From the above information calculate the value ot Goodwill on the basis of three years
purchase of Super profit of the company.

Q2. The balance of India Company Limited as on 31 March 2020 was as follow: [17]

Liabilities Amount [Rs.] | Assets Amount [Rs.]

Share Capital: Land and Building 420000

160000 Ordinary shares of (000000 Plant and Machinery 390000

Rs. 10 each fully paid

50000 5% Cumulative 560000 Loose Tools 70000

Preference shares of Rs.

10 each

Profit and Loss Account _-_EQQOOO Stock 784000

Sundry Creditors SUU000 Debtors 546000

Provident Fund - 20000 Cash at Bank 110000
2320000 2320000

I. You are asked to ascertain the intrinsic value of ordinary shares from the following
further information; -

2. Land and Building and Plant and Machinery were valued at Rs. 500000 and Rs. 430000
respectively. Goodwilt is to be valued at an annual average profit of the past five years.
The Total profits of the Jast 5 years have been Rs. 650000.

3. Cumulative Preference Dividend is in arrcar for one year, The preference shares are
preferential as to capital and arrears of Dividend in winding up. They have no further
right to share in any surplus [eft thereafter,

OR
Q2A. Explain the Need for Valuation of’ Shares. [05]
Q2B. Explain the Methods for Valuation of shares in detail. [12]

Q3. Fire occurred in the godown of Mr. Mahesh Brothers of Mumbai on 31 January {7 )&
R

2020 and totally destroyed the stock. From the available records the following information

is given for preparing a statement ot claim to be presented to the Insurance Company:

The Stock on hand has always been valued at 10% below cost:

2017[Rs] | 2018 [Rs.] | 2019 [Rs.] | 2020 [Rs.]
Opening Stock 2709¢( 32400 36000 36900
Net Purchases 74900 &0000 81000 6000
Net Sales 120000 132000 140000 12000
Wages 17400 19000 20900 2000
Closing Stock 32400 36000 36900 ---

Prepare a Statement of Claim.
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Q3. Write Notes on the following: [18]

1. Claim for loss of Stock
2. Average Clause
3. Claim for Consequential Loss

Q4. Write Short Notes: [17]

1. Premium and Claim
2. Comrmission
3. Types of General Insurance

OR

Q4. On 31* March, 2020 the books of the Good Luck Insurance Co. Ltd. contains the [17]
Following particulars in respect of Fire insurance:

Particulars : Amount [Rs.]
Reserve for unexpired risk on 31-3-2019 500000
Additional Reserve on 31-3-2019 ' 100000
Claims Paid 610000
Estimated Liability in respect of outstanding claims:

On 31-3-2019 65000
On 31-3-2020 90000
Expenses of management [including Rs. 30000 legal expenses 280000
paid in connection with claims] :
Re-Insurance Premiums 75000
Re-Insurance Recoveries - 20000
Re-Insurance Claims claim aceepted 30000
Premiums Received 1080000
Interest and dividends [gross] 64520
Income Tax on above 6520
Profit on sale of Investments 11000
Commission ] 52000
Re Insurance premium accepted 40000

Prepare in prescribed form the fire insurance Revenue account reserving 50% of the premiums
for unexpired risks and keeping an additional reserve of Rs. 100000. Assume that one fourth of
the premiums and claims are applicable to business outside India.
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