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B.Com. (Hons.) DEGREE EXAMINATION, APRIL 2017.
II YEAR — IV SEMESTER
Major Paper XV — SPECIAL ACCOUNTS
Time : 3 hours                                                                                      Max. Marks : 75
SECTION A — (10 × 2 = 20 marks)
Answer ALL the questions.
1. Write a short note on Purchase consideration.
2. What is meant by Double Account System?
3. Define a holding company.
4. What do you mean by Non performing assets?
5. What is meant by annuity?
6. L Ltd agreed to absorb the M Ltd. The purchase consideration was as under:
a. For every 4, 10% Preference shares of ` 10 each in M Ltd 7 Equity shares of ` 10 each in L Ltd as `8 paid up.
b. For every 3 equity shares of ` 10 each in M Ltd 8 equity shares in L Ltd as ` 10 paid up. There were 90000 equity shares in M Ltd. 
Find out Purchase consideration.
7. From the following data, compute the amount to be charged to Revenue account:
	Present cost of replacing the old works
	` 15,00,000

	Present cost of replacement
	` 20,00,000

	Amount spent on replacement
	` 21,50,000


8. H Ltd purchased 75% of shares of S Ltd on 1.7.01. on 31.12.01 the balance sheet of S Ltd showed reserve fund balance on 1.1.01 ` 40000, profit earned during 2001 ` 60,000 and preliminary expenses unwritten off ` 20000. Calculate capital profits and revenue profits. 
9. On 31.12.96 Popular Bank Ltd has the following bills in its port folio. All the bills are discounted at 5%.
	Amount in `
	Due date

	50,000
	31.197

	40,000
	30.4.97

	30,000
	3.3.97


Calculate rebate on bills discount, assuming accounts are closed on 31st December.
10. Calculate the net claim to be debited to Revenue account of an insurance company.
Claim paid for the year ended 31.3.16		` 5,75,000
Claims outstanding on 1. 4.15			` 55,000
Claims outstaning on 31.3.16			` 98,000
Claims covered under reinsurance		` 28,000
          					SECTION B — (5 × 5 = 25 marks)
Answer any FIVE Questions
11. Distinguish between Amalgamation, Absorption and External  reconstruction.
12. Explain in detail the legal provisions relating to the final accounts of a banking company.
13. Following is the balance sheet of S Ltd as on 31.3.2004 
	Liabilities
	`
	Assets
	`

	Share capital:
8% Preference shares of `100 each
Equity shares of ` 10 each
	3,75,000


7,50,000
	Fixed Asstes
	16,25,000

	General Reserve
	4,50,000
	Investments
	3,00,000

	7 % Debentures
	3,50,000
	Current Assets
	2,50,000

	Current Liability
	2,50,000
	
	

	
	21,75,000
	
	21,75,000


R Ltd agreed to take over the business of S Ltd.
Calculate purchase consideration under Net assets method on the basis of the following:
i. R Ltd agreed to discharge 7% debentures at a premium of 10% by issuing 9% debentures of R Ltd.
ii.  (
[P.T.O.]
)Fixed assets are to be value at 10% above book value, the investments at par, current assets at 10% discount and current liabilities at book value.

14. The Bangalore Municipal corporation replaces part of its existing water mains with larger mains at the cost of `75,00,000. The original cost of laying the old mains was `15,00,000 and the present cost of laying those mains would be three times the original cost. `1,25,000 was realized by the sale of materials and old materials of `3,75,000 were use in the replacement and included in the cost given above.
Show the allocation of expenses between revenue and capital along with Replacement Account.

15. Prepare a consoliated balance sheet from the following balance sheets
	Liabilities
	H ltd
	S ltd
	Assets
	H ltd
	S ltd

	Capital : ` 1 share
	1,400
	1,000
	Sundry assets
	885
	1,510

	Creditors
	350
	190
	Shares in S Ltd
900 shares at cost
	1,125
	-

	P & L a/c
	260
	320
	
	
	

	
	2,010
	1,510
	
	2,010
	1,510



On the date of acquisition of shares by H Ltd in S ltd, the credit balance on latter’s. Profit and Loss account was ` 220. No dividends have been declared since that date. 

16. From the following particulars prepare a profit and loss a/c of N bank ltd., for the year ended 21.12 2006
	
	` in ‘000
	
	` in ‘000

	Interest on loan
	260
	Interest on cash credits
	225

	Interest on fixed deposits
	280
	Rent and taxes
	20

	Rebate on bills discounted
	50
	Interest on overdrafts
	56

	Commission charged to customers
	
9
	Director’s and auditor’s fees
	4

	Establishment expenses
	56
	Interest on savings bank accounts
	70

	Discount on bills discounted
	200
	Postage and telegrams
	2

	Interest on current accounts
	45
	Sundry charges
	2

	Printing and advertisements
	3
	
	



17. The following balances are abstracted from the books of N Life insurance company ltd.
	
	`
(‘000)
	
	`
(‘000)

	Life assurance fund (1.4.2005)
	15,00,000
	Claims paid during the year
	64,900

	Premiums
	4,96,000
	Annuities
	2,050

	Consideration for annuities granted 
	15,000
	Bonus in reduction of premiums
	1,600

	Interest & dividends
	1,00,000
	Medical fees
	2,400

	Fines for revival of policies
	750
	Surrenders
	4,000

	Reinsurance premium
	20,750
	Commission
	18,650

	Claims outstanding (1.4.2005)
	4,500
	Management expenses
	22,000

	
	
	Income tax on dividends
	8,500







Prepare revenue a/c after making the following adjustments:
	
	
	`
(‘000)

	(i)
	Outstanding balances
Claims
Premiums
	
14,000
4,600

	(ii)
	Further bonus for premium
	
2,400

	
	Claim under reinsurance
	8,000



18. A Life insurance gets its valuation made once in every two years. Its Life Assurance fund on 31.3.06 amounted to ` 63,84,000 before providing ` 64,000 for the shareholders dividend for the year 2005-06. Its actuarial valuation due on 31.3.2006 disclose a net liability of ` 60,80,000 under assurance annuity contracts. An interim bonus of ` 80,000 was paid to the policy holders during the two years ending 31.3.2006.
Prepare a statement showing the amount now available as bonus to policy holders.
 SECTION C — (2 × 15 = 30 marks)
Q.No. 19 is compulsory and answer any ONE from
 the rest of TWO questions.
19. The following are the balance sheets of H Ltd and its subsidiary S Ltd as on 31.3.95.
	Liabilities
	H ltd
	S ltd
	Assets
	H ltd
	S ltd

	Share capital
` 10 each fully paid
	
6,00,000
	
2,00,000
	Machinery
	3,00,000
	1,00,000

	General reserve
	1,50,000
	70,000
	Furniture
	70,000
	45,000

	Profit and loss a/c
	70,000
	50,000
	70% shares in S Ltd at cost
	2,60,000
	-

	Creditors
	90,000
	60,000
	Stock
	1,75,000
	189,000

	
	
	
	Debtors
	55,000
	30,000

	
	
	
	Cash at bank
	50,000
	10,000

	
	
	
	Preliminary expenses
	-
	6,000

	
	9,10,000
	3,80,000
	
	9,10,000
	3,80,000


H Ltd acquired the shares of S Ltd on 30th June 1994. On 1st April 94, S Ltd’s general reserve and Profit and Loss account stood at ` 60,000 and 20,000 respectively. No part of the preliminary expenses was written off in the year ended 31.3.95.
Prepare consolidated balance sheet of H Ltd and its subsidiary S Ltd as on 31.3.95 giving all your working notes separately.
20. M Ltd and n Ltd agreed to amalgamate on the basis of the following balance sheet as on 31.3.97.
	Liabilities
	M
	N
	Assets
	M
	N

	Share capital `25 each
	75,000
	50,000
	Goodwill
	30,000
	-

	P & L a/c
	7,500
	2,500
	Fixed assets
	31,500
	38,800

	Creditors
	3,500
	3,500
	Stock
	15,000
	12,000

	Depreciation fund
	-
	2,500
	Debtors
	8,000
	5,200

	
	
	
	Bank
	1,500
	2,500

	
	86,000
	58,500
	
	86,000
	58,500


The assets and liabilities are to be taken over by a new company formed called P Ltd at book values. P Ltd’s capital is ` 2,00,000 divided into 10,000 equity shares of `10 each and 10000 9% preference shares of ` 10 each.
P Ltd issued the equity shares equally to the vendor companies and preference shares were issued for any balance of purchase price. 
 (
[P.T.O.]
)Pass journal entries in the books of P Ltd and prepare its balance sheet, if the amanlgamation is in the nature of purchase. 

21. The following is the Trial balance extracted from the books of T Bank Ltd
	Debit balances
	`
	Credit balances 
	`

	Balances with banks
	46,350
	Share capital
	3,00,000

	Investment in government bonds
	1,94370
	Security deposit of employees
	15,000

	Other investments
	1,55,630
	SB account
	7,420

	Gold bullion
	15,130
	Current account
	97,000

	Interest accrued on investments
	24,620
	Fixed deposits
	1,13,050

	Silver
	2,000
	Reserve fund
	1,40,000

	Constituent’s liability for acceptances, etc
	56,500
	Borrowings from banks 
	77,230

	Building
	65,000
	Profit and loss account
	6,500

	Furniture
	5,000
	Bills for collection
	43,500

	Money at call
	26,000
	Acceptances and endorsements
	56,500

	Loans
	2,00,000
	Interest
	72,000

	Bills discounted
	12,500
	Commission 
	25,300

	Interest
	7,950
	Discounts
	42,000

	Bills for collection
	43,500
	Rent
	600

	Audit fees
	5,000
	Profit on bullion
	1,200

	Loss on sale of furniture
	1,000
	Miscellaneous income
	2,700

	Directors fees
	1,200
	Accumulated depreciation on building
	20,000

	Salaries
	21,200
	
	

	Postage
	50
	
	

	Managing director’s remuneration
	12,000
	
	

	Loss on sale of investments
	30,000
	
	

	Cash in hand
	25,000
	
	

	Cash with RBI
	50,000
	
	

	Branch adjustment a/c
	20,000
	
	

	
	10,20,000
	
	10,20,000


  
You are requires to prepare profit and loss account and balance sheet after taking into consideration the following
(i) bad debts ` 500
(ii) rebate on bills 1,000
(iii) current year’s depreciation on building `2,000
(iv) some current accounts are over drawn to the extent of `25,000 and total of credit balances is `1,22,000.
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