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Abridged Profit and Loss Account
(Applicable from 17.4.1989), for the year

Particulars Amount for Amount for
‘the Current - The Previous
Financial Year Financial Year
1. Income
Sales/Servicesrendered
: Dividend
 Interest

Other Income
Total
2. Expenditure
Cost of goods sold
(with details)

uuuuuuuuuuuuuuuuuuu

o RO O

Profit/Loss -before Tax (1 and 2)
Provision for Taxation
Profit/Loss after tax
Proposed Dividends
Transfer to Reserve and Surplus.
Please see Details
~ Profit and Loss Appropriation Account
(for the year ended 31st Dec.) .
Prv. Particular Figures for Prev. = Figure for
Year the current year year the current year
To Equity Dividend
To General Reserve By Net Profit
As per

P &L AC
To Debenture Redem. Fund :

To Balance C/d.
the_: Please see g:ietails.
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Specimen of the Vertical Form of Balance Sheet
Name of the Company
Balance Sheet as at

......................................

Schedule Figures as at Figure as at

No. the end of the the end of the
current year previous year
. Source of Funds
(1) Shareholder's Funds
(a) Capital
(b) Reserves and
Surplus
(2) Loan Funds:
(a) Secured Loans
(b) Unsecured Loans
- kol
1. Application of Funds :
(a) Fixc:4 Assets
(b) Less Depreciation
(c) Investments
(3) Current Assets, Loans and Advances
Net current Assets
(4) Misc. Expenditure to the extent
not written off or édjusted
(a) Profit and Loss A/C. .
Total

Note : Details under each of the above items shall be given in separate Schedules.
Students are required to consult the perscribed books for details.
Specimen of the Horizontal Balance Sheet
(In abridged form)

Balance Sheetof ............... fasal—.. = )
Figure for  Capital and Figure for  Figures for Assets Figures for
the previous Liabilities : the current the previous the current

year _ year year

(81

year
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Rs. " : | - Rs.
1. Share Capital
2. Reserves and
Surmplus
3. Secured Loans

4. Unsecured Loans
5. Current Liabilities
and Provisions
6. Fotnote for contingent
liabilities

Rs. |
1. Fixed Assets
2. Investments

3. Current Assets

Loans and
Adv_ances

Rs.

4. Misc. Expenditure

* 8. P.&L Alc
(if Loss)

Note~ Place see the prescribed Books for details,

1.‘31 ﬁum 1983 ! 9rAIFER fiew o fdo =t gl d smmanfeat off—

1.3 30T

e (afuga sk frifi)

60,000 3 10 Fo aTH 6,00,000
Lk - 2,50,000
gifaa s 6,526
safir -39 . 36,858
T 1,00,000
%9 5,00,903
fa=nt 9,83,947
fafor = 3,59,000
& =1y : " 26,814

MBS

HeX M
HHIET

Ui wiaan
S IR
fafam

UFZ =Rt
HaTTH! H B
AT AT
TS (Bo)

TA-EH @ | o 1983
(o) WIw wieidve wvg

Rs.

2,00,000
15,000
5,000
1,72,058
1,57,380
2,88,950
61,240
1,800
15,000
8,544
16,848

37,500
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(31) 31 fXo 1983 I AF 3R 32 B WM T GEFT | 48,680 To forar 11, ()
10,000 $o 9ET & BE & T, 6500 To Fa=4 Jfyshdl = FHIIF I 1500 To WAV
U § A B forn amifsa #ifaw (w) fafam § sifsha sam 2,750 To o1 (2) 2,500
‘6o'aﬂ'qa:a»'d'arﬂﬁaﬁaﬁ?ﬂmmmmﬁmﬁ@mﬁélﬁwmmuﬁﬂﬁ
WAl T HHA YA A T Uehd 8

Balance Sheet
(As at 31st Dec. 1983)

Liabilities Rs. Assets Rs.
CAPITAL Fixed Assets
- Authorised issued and Building 1,00.000
subscribed capital 6,00,000 Less Depr. 10,000
RESERVES AND SURPLUS ' 90,000
General reserves '12,50,000 | Machinery . 2,00,000
Staff provident fund 39,000 Motor Vehicles 15,000
P/f Alc Furniture 5,000
Balance on
July 1st 1983 19,848 Investment 2,88,950
Add net profit 34,268 :
51 I.1 16 Current Assets, Loans
_ = and Advance
Less interim Stock 1,48,680
dividend 15,000 | 36,116
- CURRENT LIABILITIES Book debts 1,57,380
Creditors 36,858 Cash 67,240
Unclaimed dividend 6,526 '
Mang. Agent commission 6,500
. Contingent liability 2,500
: _Rs. 19,75,000 Rs. |'9,75,000

1.3700 + 1500 = 39000

(10}
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Profif and Loss A/c
(For the year ending Dec. 31, 1983)

wyrea fast, faaom ws g =39

WO TH W AT AT

1,40 ,000

L2000

To Opening stock 1,72,058 By Sales 9,83,947
To Purchases 5,00,903 By Closing Stock 1,48,680
e o) Manufacturing expend, 3,59,000 -
To Gross profit c/d ' 1,00,666
Rs.|11,32,627 o Rs.| 11,32,627

To Establishment 26,814 By Gross profit b/d 1.00,666
To Generela chérges i 31,078 By Interest 8,544 11,294
To Director's fees 1,800 By Int. accrued 2,750
To bep. on building 10,000
To Managing agent commission 6,500
To Staff provident fund 1,500
To Net Profit 34,268

| Rs.| 111,960 | |  Rs| 1,11.960

1.4 Wi‘sﬁmmﬁﬁfuﬁnmmssaﬁﬁmmﬁm?ﬁ- |
- : _ Rs. Rs. /
g, 6,000 THAT W 100 FW 100 To A 6.00.000"
$% THF WOTTH 100,000
v #1f1 frasE @ 18,000
fafami = wra (@S 10,000 To) 1,25,000 7,060 .
¥, | R ' 2,500

IS e

[11.1
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wa (AP 4,00,000)

wAteR iR frared (emm 10,000)

e mfgat (AT 40,000)

ol & uia wmar ¥ AR gem (1,80,000)
Ffat  qaEifusr W & (50% gram)

wfra (A oF aeTE qeg § | St %W ¥)
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ISP X B B) :

Ty 3k ¥ F dwe

w0 # g w=m

fafay d=r ,

w1 9% % faefor ox w3

80,500

3,50,000

7,000
30,500

2.,00,000
40,000

2,25,000

2,000,000

11,000

2,000

4,85 ,000

1.46.000
60,000

14,16,000

1016 ,000

= et g=d ® (1) & W 5%, FHAR W 10%, " T 20% BIE, sTafafer
m%(a)sﬁamﬁaﬁaﬁﬁwaﬁa}mﬂaﬂmmﬂm%l(H)@mﬁf{
10% TR AT 20,000 o R I ¥HA &N H gxqaia H w1 Fof form sfm o

ERIE]
Solution— :
Bombay Trade Ltd.
Balance-Sheet
, (As on 31-12-1983)
Authorised Capital Fixed Assets
-6,000 share @ 100/- each |6,00,000 | Building 4,00,00
' : Less dep.
ISSUED AND SUBSCRIBED| on building 67,500
CAPITAL : 3,32,500

6,000 shares @ 100/- each {6,00,000 | Furniture 10,000
Less Dep. 3,700

12 ]
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RESERVE AND SURPLUS
'Debenture redemption

fund - 20,000
P/L approp, A/c 84,400

Secured loan
UNSECURED LOAN

5% Debentures
Outstand interest

1,00,000
2,500

CURRENT Liab, and PROVISION
S. creditors 60,000
Prov. for taxation 1,46,000
And new prov. 48,800

Motor Vehicles 4,000
Less dep. 15,600

1,04,400

1,02,500

24,400

INVESTMENT
Equity shares 2,00,000
(Market Value 1,80,000)

Unquated Pref. Share40,000

CURRENT ASSETS

Stock 2,25,000
S. debtors 1,80,800
Cash at bank 11,000

3,63,200

Proposed dividend 60,000| 3,14,800| Advance against cons-
‘ tructions of building 80,500
CONTINGENT LIAB. Debt for more than §
Liability on partly : 3 month 20,000
Paid-up pref. share 40,000 :
: ; 5,16,500
Misc. expenditure
Discount on issue of debtor. |
f1.21,700 11,21,700
3 4,00,000 - 3,50,000 = 50,000 3,50.(§D>< = 17,500 + 50,000 = 66,500
: 700x 10
2. 10,000-7,000=300 " 0’; =700 , 3000 + 700 = 3700
3. 40,000 - 30,500 = 9500, 30500 x 20% = 6100, 9500 + 6100 = 15,600
/ : Profit and Loss A/c
(For the year ending Dec, 31, 1983)
To Salaries, Bonus 1,25,000 | By Gross Profit b/d 4.85,000
To Director's fees 2,500 | By Divident 10,000

To Admn, and other expenses

1,40,000

Less Income tax

3,000

[13 ]
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To Interest on debenture2,500

Add outstanding 2,500
e

Tc Depreciation : 5,000

Building 17,500

Furniture . 700

M. Vehicles 6,100 | .

= 24,300

To Prov. for taxation @ 25%| 48,800

To Net Profit e/d 1,46,400
Rs. |4,92,000

To Debenture redemption

Fund 20,000

To Propegsed dividend 60,000

To Balaqé'é‘c/d‘ 84,400
Rs. |1,64,400

By Balance b/d
(from previous year)

By Current year's profit

Rs

Rs.l

7,000

.14,92,000

18,000

1.46,400
j AL Fiad 3

1,64,000

1. 4 QIO

A # 3ifan @i ® 3= ety FEE o fuf w1950 F st Auifea sy
7 gt & enfdes faear aeun ey efy @ AR wan 2
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(4) fr=fafaga | A 3@
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(w) wfen afre,

(%) snfeiw faed =
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A W fafir=r sraum Ty T 32

Practical Problems—

Q. The following balance were extracted from the books of C. Company

Ltd. for the year ended 31st December, 1991.

Buildings 6.,00,000
Furniture . 60,000
Motor vehicles 60,000
Equity shares of companies 4,00,000
Stock-in-trade at cos! 4,00,000
Sundry debtlors, unsecured, considered good 2,80,000
Cash at Bank 1,72,000
Advance against construction of building 1.30,000
Share Capital—

10,000 Equality shares of Rs. 100 each 10,00.000
Sundry creditors 3,50,000
P&L A/c (cr. balance) 20,000
Gross Profit 10.00,000 -
Dividend r_{f.ac'eived on investments 10.000
Salaries ahd wages 2,20.000
Director's fees 8,000
'Electric'_:ity charges 25,000
Rent, taxes and insurance 10,000
Auditor's fees 15,000

Prepare the P and L A/c of the company for the year ended 31st Dec. 1991 and
Balance-Sheet as at that date after the foltowing adjustments—

(i) Provide 10% depereciation p.a.
(i) Stock has been revalued as Rs. 3,60,000. This has not been considered as yet.
(iii) - Debts more than 6 months are Rs: 80;000. |

A el v

< [15-)
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3,60,00 To B FERAT To 40,000 37 (4,00,000 3,60,000) T WheT o9 H oy
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Q. 2. The following is the Trial Balance of EB. Ltd. as at 30.6.1984.
30.6.1984 1 E.B. Ltd. %1 dem9e smufafeg & :

Cash-n-arrear - 6,400 Subscribed
Land - 10,000 | Capital : 10,000 !
Building ' | 25,000 Shares at Rs. 10 per share 1,00,000
Plant and machinery 15,000 Bad debts provision '
Furniture ‘ ‘ 3,200 on 1st July, 1983 2,400
Carriage Inwards 2,300 Sales , , 85,000
"Wages : : 21,400 Discounts : 750
Salaries 4,600
Sales returns 2,700 Purchase returns 3,400
Bank charges 100 Sundry creditors 13,200
Travelling : 1,200
Discount 1.550 Share premium : 6,000
Coal, gas, water etc. 700 -
Rates and taxes 800 General reserve 24,000
Purchases 50,000
B/R 1,200
Printing 1,500
~ Audit fees 1,500
General expenses 1,900
Sundry debtors i 42,800
Stock (1st July, 1983) 25,000 .
Fire insurance - e 400
Cashin hand 2,500
Cash at bank ¥ 14,000 :
2,34,750 2,34,750

(16 ]
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From the above Trial Bélance, prepare the Trading Profit and Loss
Account for the year ending 30.6.1984 and the Balance-sheet as on that date in

‘the form prescribed under the Companies Act-1956, considering the following
matters—

(i)

(ii).
(iii)
(iv)
(v)

(vi)

The value of stock as on 30.6.1984 was Rs. 30, 000.

Outstanding liabilities as on 30.6.1984 was wages Rs. 3,200; salaries
Rs. 500 and rates and taxes Rs. 200. :

Fire insurance prepaid was Rs. 120.
Provision to be made at 5% on s.undry debtors for had debts.

Depreciation to be changed on building 2%z &. on plant and machinery -
@ 10% an on furniture @ 10% per share. -

The authoris; capital of the company is 50,000 shares of Rs. 10 per
share. 3

1.6 n'a-—ﬂ-ar_a_}?ra} 7
.  TSaETS st Tfo WHo 'Q:qo.ga"(—[
% m THTI= gfo THo ?}o foe
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me%lweﬁaﬁmﬁa}aﬁﬁmﬁmﬁmm%:ﬁtm
aﬂﬁmﬁﬁﬂtﬁmﬁtaﬁﬁmmﬁwm%l
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2.3 UHIHIUT & 399
T @ Frefefad sivd &

I. =19 % FH FEN

e sfaragt = w7 HEm

3. oaaR AR ol st o freEe cenfie s

4. IqIET AP vH hIATl

5. 3wIEH Sl

6. Yot @
7. @ yonelt # favwal #1 g w3
8. faaor gl gra gfawn gra @m0
9. S ® Afusas "@en S

2.4 GEHIRIUT & W
Q‘aﬂaﬂm # Frefafes 9w &
. TOY USIH&R F1 9 8?1 “3F =
2 TR @ s § gfs W wee e |
T awj,am w1 HH SR A 8§ g%t 2
4, m—ﬁﬁmﬁﬁ%mﬁ#mwmﬁmﬁi
5. TEY fus S Y WEE B et 2
6. g IRt wfgargat o s 8 S 2
7. AR s wfd ® Sy I 8 e B

| 2.5 wmtstuT @t erarfafy (Accounting process in Amalgamation)

THIE T S fasar F=fEl (Vendor Companies) wd #a1 wEt (Pur-
‘chasing Company) arerfq TR I @) gmaﬁ té] Tﬂ'—\ T=a &

251mtgﬁrwﬁmﬁm ¢

TEHHTOT % %7 7ea F1 i ©F S guen 1 s Frufor soeh wwshd @
|mﬁﬁﬁﬁwﬁ$mmmw%@maﬁqﬁﬁ
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(1) wa g @ A A wumwﬂmgw%ﬁaﬁwmwmm
wt ot 1
(2) 3R %4 qeu & faa gon & @ ST QA evuR ¥
(a) & w=afa sumet (Net Assets Mathod)
(b) & wvs yomedt (Net Fund Method)

(a) ¥ W woner mwﬁﬁmwmﬁmmmﬁqﬁ mwﬁr
fam =1 yam w@ ?)

R B 1L B | E B B T B B -

(b) TE FUT wuTeh : TH WOIeh @ ar=nia Iof, iy wE wew @ 9 @ afae
HITER Y& wve Framen s @) 34 vsfa @ w9 e ww @ s

(3) 3 [ H FARE o ® YR R st Frepren smar 2

2.5.2 WW%WWQ@WW

T IS ® HER | w9 9w o wan 1 v wmet w9 gew w1 Sean o
BraTelt FEfEl ¥ IEe oitad w1y oo ey @ YR W e 1 A o7 e i
q FHE 1 S T FHEA: 2,000 To IR 3,000 To B 3R wa T 15,000 Fo & R
looooaoMaﬁtsooosomﬁﬁwﬁ?ﬁmmaaﬁtamﬂm 2

3%mﬁﬂmauﬁamﬁaﬁ4woaomamai’kzooo'aomﬁrﬁﬁaﬁ'{
amﬁaﬁﬁooo*aowamaﬂimoovommﬁéml -

TR FEA gRT S N Y e e w1 gud wieAE g ot @ e fag
.WWWWWMﬂﬁﬁWIWﬁWWﬁMEsWﬁqu
sl = & ;

: A wfy
379w & .
TF I w1 e
: No .bf Shara = Net Assets

Price of one share . ;
mﬁwaﬁmﬂmmm--m-mmt@uaﬂﬁﬁﬁmwﬁa

wmﬁaﬁqﬁﬁ wqﬁmﬁﬁwﬁmaﬁqﬁﬁﬁa}miﬁﬁ
m&ﬂfﬁﬁmwﬁaﬂﬁmmﬁmauﬁfaﬁmmﬁaﬁﬁm%:
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HO W TehiehToT _
9w §R = Wl wEfe ) e T ste < ste @ wiEe
2.5.3 fasdar waER @1 9@ ¥ wiwfeat -

ToF fashal o U Wae Wit @ (Realisation A/c) Gienft aik @t Ty
3R e aen w9 gew, U =9 TR W wfaRe UM WER FEe @ ad e T R
e forg whafeat freifera
Realisation A/c Dr. >
To Each Asset A/c :

(mmﬁﬁmwlwwmﬁaﬁm)

- Each Liability A/c Dr.
To Realisation A/c
(Being Liabilities Transferred)

(Zifast =1 TemET=RY )

. 7.Having Calculated the Purchase Price and number of shares in the Pur-

chasing companies, we propose to take you to the books of Joumal in the under
companies and purchasing company. ;

Journal Entries in the Books of vender company

1. For transferring Sundry Assets
Realisa}ion A/c : Dr. Book-Values
To Sundry Asséts Alc
(Being transfer of tangible

assets excluding fictitious assets)

2. - For transferring sundry liabilities
_ Liabilities (Each) A/c - Dr. Book-Values
To Realisation A/c

(Being transfer of liabilities)

T - [21]
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3.

Note —

For transferring Provisions

Provision for Bad debts A/c Dr.
Depreciation Fund A/c B T 5
(Being respective assets taken as Gross amount)

It funds are taken over by purchasing company
Employees provident Fund A/c Dr.
Pension Fund etc. A/c Dr.

(Being funds taken over by new company)

‘If the funds or any one fund '

is not taken over than the

Particular liability A/c Br:.
To Bank

(Beingpaide... .= ........)

For Purchase consideration
Purchasing Co. A/c Dr.

To Rualisation A/c
(Being purchase consideration due)
If any Assets is not taken over
(a) If sold at Book Value
Bank A/c Dr.
To Asset A/c
(Being the amount realised)
(b) If sold at a higher price, at a profit
Bank A/c Dr.
To Asset A/c
To Realisation A/c
(Being the amount realised more than Book-Value)
(c) If sold at a loss
- Bank A/c : Dr.
Realisation B/c Dr.
To asset Alc
Being asset (loss) sold at lower price than the Book-Value

(22 ]
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7 Similarly if any liability is not taken over by the
purchasing company, but the same is to be paid
by the vender company.

(a) If paid at Balance-Sheet value
Liability A/c Dr.
To Bank
- (Being liability paid at Book Value)
(b) If paid at a higher price

Liability A/c Dr.
Realisation A/c Dr.
To Bank

(Being liability paid with Premium)

(c) If paid at discount
Liability A/c Dr.

To Bank
To Realisation
(Being liability paid at discount)
8. For Liquidation/Reconstruction expenses

(a) If paid by the vender company

Realisation A/c Dr.
To Bank
(Being cost paid)

(b) If paid by purchasing company and
included in purchase price
Realisation A/c
To Bank : i
(Being of liquidation included in purchase price)

(c) No Entry if paid by new company

9. For the discharge of Debentures

Debenture A/c - B

To Cash/Debenture/Shares
(Being Debentures paid at par)

[23]
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N.B.(1) If Debentures are paid at premium or lower price and, the Realisation
A/c will be Debited and Credited i.e.,

For premium

Debenture A/c : - aalBis
Realisation A/c Dr.
To Cash/Debenture/Shares A/c

(Being Debentures paid at premium)
Debenture A/c Dr.
To Realisation A/c

To Cash/Debenture/Shares

(Being Debentures paid at discount)

Note - In case of preference shares the Entries will be the same.
10. For Profit on Realisation A/c.
Realisation A/c Dr.
To equity share holders A/c
(Being profit on Realisations)

or Equity shareholders A/c Dr.
To Realisation A/c
(Beingloss o &-....5..)

11.  For transferring the credit balance
Equity share capital A/c : Dr.
General Reserve A/c Dr.

Dividend Equalisation Fund A/c  Dr.

Contingency Fund A/c Dr.
Employees Accident or

Compensation Fund A/c Dr.
P and L A/c (cr.) A/c Dr.
Insurance Fund A/c : e 2 38
Share Premium A/c Dr.

To Equity Shareholders A/c
(Being close of Cr. balance A/c) |
[24 ]
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12:

13.

14.

15.

16.

Note—We have dijscussed in detail the Journal Entries in both the books.

For closing the A/c of fictitious Assets
Equity shareholders A/c . Dr.
ToP + L A/c Dr.
To Preliminary expenses A/c

To Development expenses etc.

(Being transfer expenses assets)
For Receipt of consideration
Shares (Equity/Prof.) in new Co. A/c  Dr.

Debenture (Equity/Prof.) in new Co. A/c Dr.

Cash/Bank A/c
To Purchasing A/c

(Being purchase price received)
Equity shareholders A/c S0l

To Equity shares in new Co.
To cash/Bank A/c
(Being payment made to shareholders)

Liquidator of vendor Co. A/c Dr.
To Equity share capftal Alc

To share premium A/c

To Pref. share capital A/c

To Debentures A/c

To Cash/Bank A/c

(Being the payment of purchase price by

shares, debentures and cash)

Good will A/c Dr.
To Cash/Bank A/c :
(Being expenses of liquidation)

This is also applicable in the case of absorption and reconstruction.

(25 ]
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2.6 Example |

RGeSt

The A Co. Ltd. B. Co. Ltd. agree to combine and form a new company, A. and B.
Co. Ltd. with a capital of Rs. 20,00,000 divided into 2,00,000 Equity Shares of Rs. 10/-
each. The new company is to take up the whole of the assets and liabilities of both the
companies on a consideration of issue to A. Co. Ltd. of Rs. 10,00,000 and to B. Co. Itd. of
Rs. 8,00,000 in fully paid Rs. 10 shares.

The new company is to pay the liquidation expenses of the vendor companies viz.
A Co. Ltd_. Rs. 12,000 and B. Co. Ltd. Rs. 10,000 as also its own formation expenses, Rs.
15,000.

- A.Co.Ltd. 3R B. Ltd. fAeet @ T w0t A 3ik B. Co. Ltd. 71 ot &1 =20t
FEAt it wfe AR - H A o ? 3R AL Co. 1 10,00,000 Fo 3R B. Co. =1
8,00,000 Yuiss ¥ 10 To WA 9 #T X ¥ TaH FT o &)

T HIH FHYT =9 A. Co. % foT 12,000 Fo 3 10,000 Fo HHTT: FHTAT & qe
1 Fmfo = 15,000 To T FTA 21 THIHW H fafer | = i w5 vy B
PR o ; :

On the date of amalgamation the balance in the books of the vender
companinies are as follows :

A Co. Ltd.

B. Co. Ltd.
Issued, Subscribed and
baidup Capital ~ 9,00,000 7,00,000
Reserve Fund 1,00,000 80,000
Creditors 75,000 60,000
P and L A/c (or) 40,000 35,000
Goodwill 1,00,00 85,000
Land and Building 2,50,000 2,00,000
Plant and Machinery 6,70,000 5,30,000
Debtors 50,000 35,000
Stoqk-in-trade 20,000 10,000
Bank Balanc_e 25,000 15,000

[ ~ ]
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The amalgamation is onl éb'rﬁblnetec],“tl"ie various assets and liabilities be-
ing taken over at their book-values.

You are required to give journal entries in the books of A. Co. Ltd. and
opening entries and the Balance sheet of the new company.

THTHTOT 1 fafer = 919 KA gu & @ a9 A. Co. Ltd. 3 B wrqht =5 581 & <
AT SR 2t FHeg w snfeds faear s

Solution :
Journal in the book of A. Co. Ltd. (vendor)
Dr. Rs. Cr. Rs.
Realisation A/c Dr. 11,15,000 1,00,000
To Good Will A/c 2,50,000
To Land and Building A/c 6,70,000
To Plan't and Machinery A/c
To Debtors A/c ' 50,000
To Stock | 20,000
To Bank | 25,000
(Being the transter of asset at Book-values)
Creditors A/c Dr. 75,000
To Realisation A/c 75,000
(Being transfer of Creditors)
A and B Co. Ltd. A/c Dr. 10,00,000
To Realisation A/c 10,00,000

(Being'Purchase price due) :
Equity Share holders A/c Dr.

_ 40,000
To Realisation A/c | 40,000

(Being loss on Realisation trénsferred

to the equity sharéholders A/c)




ExcpifcaRicacaul

Share capi'téi A/lc Dr. . 9,00,000
Reserve Fund A/c Dr. 1,00,000
Pand L A/c 40,000
To Shareholders A/c 10,40,000
(Being Capital Fund transferred)
Equity shares in A. and B. Co. Ltd. 10,000
To A. and B. Co. Ltd. ' 10,00,000

(Being purchase price ‘received)
Equity- Shareholders A/c Dr. 10,00,000

To Equity shares in A. and
B Co. Ltd. 10,00,000

(Being equity shares transferred to new
company shareholders)

Amalgamation Contd.
2.5.4. Entries in the books purchasing company :

S FHEAT gaAgey ‘wfa’ @ Ysht wfaa w5t W feeent 949 9 9 w58 w8
Brm

First of all we ére to find out the amdunf of goodwill or capital Reserve.

If the total credit balances (i.e. sundry liabilities and purchase considera-

tion) are greater than the total debit balances, the difference will represent ‘good
will’ :

Or

If the total debit balances are greater than the total credit balances, the
difference will represent capital Reserve.’

’mmmﬁmwmr@%a}maﬁmmﬁrwmaﬂ
T ® A = st wfaa ' : ‘

- The Purchase company will open a Business purchase A/c and Liquidator
of vendor company A/c. 3 FXAarell %=+ Business purchase A/c @rerit|

[28 ]




IO ST THTHTUT

Journal Entries :
1. Business purchase A/c
To Liquidator of vendar Co. A/c
(Being the purchase consideration due)
2. Sundry Assets A/c
Goodwill A/c (Bal. Fig.)
To Sundry Liabilities (taken-over)
To Business purchase A/c
To capital Reserve (Bal. Fig.)
(Being Assets and Liabilities taken-over)

o T m im i s e e o b it 4w v vy v

Dr.

Dr.
Dr.

In-the Books of A and B Co. Ltd.

Goodwill A/c Dr. (Bal.) Dr.
Land and Building A/c Dr.
Plant and machinery A/c Dr.
Debtors A/c Dr.
Stock A/c Dr.
Bank A/c Dr.

To Creditors
To Liguidator of A. Co. Ltd.
To Liquidator of B. Co. Ltd.

Dr. Rs.
1,30,000
4,50,000

12,00,000

85,000

30,000

40,000

(Being various assets and liabilities taken over and

Purchase price payable to the vendor companies,

the difference being debited to goodwill A/c).
Liguidator of A. Co. Ltd. Dr. '
Liguidator of B. Co. Ltd. -Dr.

To Equity share capital Afc
(Being pyment of purchase price)
Liquidation Expenses of A. Ltd Dr.
Liquidation Expenses of B. Ltd. Dr.

10,00,000
8,00,000

12,000
10,000

Cr. Rs.

1,35,000
10,00,000
8.00,000

18,00,000

[29 ]
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Formation Expenses Alc < - Dr 15,000

To Bank A/c 37,00,000
(Being liquidation and formation Expenses paid)
Goodwill A/c Dr. 22,000
To Liquidation Expenses ' :
of A Ltd. A/c 12,000
To Liquidation Expenses
of B. Ltd. A/c . 10,000

(Being expenses transferred to good will A/c)
A. and B. Co. Ltd.
Balance Sheet

Liabilities Amount Assets Amount
Rs. Rs.

AUTHORISED CAPITAL " Fixed Assets

2,00,000 Equity , Goodwill 1,52,000

Shares of

Rs. 10 each 20,00,000

ISSUED, SUBSCRIBED

AND PAID-UP CAPITAL B Land and Building 4,50,000
1,80,000 SHARES OF Plant and
Rs. 10 EACH FULLY : Machinery 12,00,000
PAID 18,00,000 Debtors 85,000
Reser_ves anos Stock 30,000
Surplus Nil Formation

' Creditors . | 1,35,000| Expenses : 15,000

19,35,000 19,35,000

(301
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N.B. : More ciuesiions to be solved from the Prescribed Books :

(8) 3THA HITURY : ST VU THIHor o1 gfaeas § geufa 78 97 =3 &
3 A Y w1 s A8 w2 %m395$aﬂwiﬁ'éwuﬁa‘ra$a?wmm
HrAr frafafeaa waf o & g &

(l)sﬁrwﬁmmmﬁmmﬁrmaﬂ#aﬁm
(2) =1 ot gHEAr B AR W

(3) =EeTE & STRYTIER|

aEn fafy : sos faw w oo @ @ien ST e s @ TER g fEar s
SR RO TR A R SAHE w s eI @ A it e S St w
g onfedsr faeer & @+t 7= < w9ar ofw @ wafam ¥ 9gaa sivuial & swraRa fea
SR

12.7 |rier

THIHIT 1 37 Toh & THR & AR B T d 2 A QA QA 1fisw s F sE
ﬁm@%mﬁémmﬁ@ﬁwm%lmmmmam
ﬁﬁmﬂﬁwﬁﬁaﬁé@amwaﬁ@éwﬁ%lmwmﬁﬁm“
s 9 9w A= fafu gro fen s 24

2.8 3IvTH ¥ WA ‘

1. feer wiet Ao ik gotte Wﬁo@ﬁw%mmg‘élmﬁa@ﬁm
TFR 1

fao e Joto oo Ee FoTto
f&0 Aofero ‘ ; feto HlofEo
Rs. ' Rs.
ISt 1,00,000° 37%T
1 $o TR 1,00,000 ECE| 50,000 45,000
40,000 3¥ o 24,000 19,000
2 %o A 80,000 | Y= 2,500 1.800
qag 10,000 15,000 - | w=fg=n 14,000 15,200
fafay sar ' 3,000 1,000 AR 18,000 16.000
sy wfy @ 2,000 5000 [ w=fasm | 2000 1,400
1,15,000 1,01,000 { 1,15,000 |1,01,000
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T faemm woet @ s w5 wmir et 2
o) e et e # o e et o s
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(1) whrife &1 o= @ o R
(2) 98 YHM H IART H AN 9w wal 2
(z)m%ﬁwaﬁﬂﬁuﬁﬁmwaqqmaméwmﬁu
(4)amﬁuama%wumﬁﬁ%mrmw%%|
_#ﬁmﬁaﬁ:v :
Hfaera | fraifea bt &
(1) 399 THIfHHR = e faear 21
(2) susireestt =1 oW ¥R o w5 Sar 2
(3) F= 1w e IR e @)
3.5 wfgeraw o S : ' .
Hfaera iR T ¥ oRal e F fafy T 99 1w § | S gure
ardl # g e ° U anra ehared e fawar seemd & iR war s o
wdt B .
oE % e ° faar 9 guia fasd ue uwmisor § e

Problem- The Balance Sheet of Moon Ltd. as on 31.12.84 is as follows :

g oo = onifefas faeat 31.12.84 =1 f @ \
| Rs. ‘  Rs.
Share Capital 5,000

Equity Shares of _
Rs, 100 each 5,00,000| Building ' . 2,00,000
9% Debentures 1,00,000 Plant 1,00,000
Creditors : 90,000! Stock 30,000
- obiors ) 1,20,000
Bank 15,300
Preliminary iZxpenses 35,000
Profit and Loss A/c 1,30,000
(690000 = " 6,90,000

[35]
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Sun Ltd. formed to take over the business of Moon Ltd: on the following
terms—

(1) Preferential Creditors Rs. 10,000 be paid in full.

(2) Ordinary creditors be given the option to either accept 50% of their
claims in the cash or convert their claims into 12% Debentures of Sun Ltd.

Hal of the ordinary creditors for the cash.

(3) Debentures be discharged by issue of sufficient number of 12% Deben-
ture of Sun Ltd. as wouid bring the same amount of interest.

(4) Shareholders be issued 2,000 Equity shares of Rs. 100 each of Sun
Ltd. at a premium of 20%

(5) Liquidation Expenses Rs. 5,000 be paid.
~ Prepare the Balance Sheet of sun Ltd. asuming that the assets of Moon
Ltd. are taken over at 25% discount and also give the opening journal.
Solution—
First of all we will calculate the Purchase consideration—
RS Form

(1) Preferential creditors—

Paid in full 10,000 Cash
(2) Ordinary creditors—

Creditors of Rs. 40,000 :

Opted ' in cash 20,000 Cash

Y2 creditors converted e

their claim in 12%

Debentures 40,000 12% Debenture

(3) Deben’gure holders .
g 9% Debenture 75,000 12% Debenture
1,00,000 = 9,000)
12.000

(4) Equity Shares 2000 x 100 = 2,00,000 Equity shares

Share Premium - <3 40,000 | _
(5) Liquidation -Expenses ‘ 5,000 Cash

Purchase Price = A 9(5_(-)—66

(361
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Journal Entries in the Sun L.td.

1. Building Alc Dr.
Plant A/c Dr.
Stock A/c ‘ Dr.
Debtors A/c : Dr.
Bark A/c : B

To Liquidator of Moon Ltd.

To Capita!l Reseive (Bal.)

(Being assets taken over at 25%
!esé and purchase price payable
and balance transfer to capital
Reserve A/c)

2 Liquidator of Moon

Ltd. A/c : Dr.

To Share Capital A/c
To Share Premium A/c
To 12% Debenture A/c
To Cash A/c

(Being purchase price paid)

3. Capital Reserve A/c _ Dr.

To Cash (Cost of liquidation)

(Being cost of liguidation paid in cash
transferred to capital Reserve)

e e e

Dr. Cr.

Bs'. Rs.
1,50,000
1,20,000
22,500
90,000
15,000

3,90,000

7,500
3,90,000

2,00,000

40,000

1,15,000

35,000
5,000

[37 ]




Liabilities

Share capital

Issued, Subscribed
and paid up 2,000
equity Shares of

Rs. 100 each 2,00,000
(Issued for consideration
other than cash)

- Reserves and surplus
Share Premium
Capital Reserves
Secured Loan

12% Debentures
Unsecured Loan

Bank O/D

Current Liability

Sun Co. Ltd.
Balance Sheet as at 31.12.84
Rs. Assets
Fixed Assets
Building
Plant
Investments
Current Assets :
Loans and Advances :
Stock
Debtors
40,000 Misc. Expenses
2,500
1,15,000
25,000
Nil
3,82,500

Rs.

1,50,000
1,20,000
Nil

22,500
90,000 |
NIl

3,82,500 -

¥ 2. 31 fawrar 1986 Y Uren sfafeaas wo
#1 Frvma fean sy faf & swe fazar frey o 2

T T AR B wH C Fo a9

'T\:ﬁ

I &o gfd 3791 |18 20 000 3997,

S% UNH A% | T
TER
s

2 DR B o = B = 1

Rs.

20,000
10,000
3,000
5,000

2,000

140,000

FiEleg gl

Rs.

L5 000
LS00
13500
4,006
2 000
4,000
10,060

40.00C

- [38]



wigeras wd@ qafiaiu : ; :

B Fo C o ffo qwafel =1 (Tfa v g H Brew) Ivdw fager § St
T@mﬁﬁ?ﬁﬁmawmﬁamﬁa;ﬁamﬁa}maﬁmmﬁ%maﬁt@wﬁi
& 10,000 To g™ H U Wewd 71 M) %A qeF # ywErH AE Fo fdo &l L urg C %o
oo & 1 %o = 12,000 =% +=1 1 25 To WA 3191 1 & | M= R T 9N w7 TSt

AE %o fdio =1 Ufemsh waTIE g31 3iR X 1 Fraes frger faran man gumay 2 g
300 To §UI AE Fo H YT F I HIFTT UF T8 0 feamsy f sfoud 5@ fva o=
Hitd HET|

In the book of Anglo-Egyption company (Vendor)

Solution ( @HTETT )

Tashar st
Realisation A/c
Rs. &S
To Free hold Property A/c 15,000 | by Sundry Creditor's 3,000
To Plant and Tools A/c 1,500 | By B and C Co. Ltd. 33,000
To Stock A/c | 3,500
To Sundry Debtors A/c 4,000
To Bill’s receivable A/c 2,000
To Goodwill A/c 4,000
To Bank A/c
(Cost of Liquidation) 300
To Share-holder's A/c 5,700
36,000 36,000
Bank A/c
Rs. Rs.
To Balance b/d 10,000 | By First mortgage
D. holders A/c 10,000
To B and C. Co. Ltd. 18,000 | By Realisation A/c 300
' i By Share-holder's A/c 17,700
Rs. 28,000 Rs. . 28,000
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British and Colonial Co. Ltd. A/c

Rs. Rs.

To Realisation A/c 33,000 | By Share (in British and
Colonial Co. Ltd.) A/c 15,000
By Bank A/c’ 18,000

Rs. 33,000 Rs. [ 33,000 -
Share-holder's A/c

= Rs. Rs.
To Shares (in Band C By Share Capital A/c 20,000
Ltd.) A/c 15.000 | By Reserve Fund A/c 5,000
To Bank A/c 17.700 | By Realisation A/c 5,700
: By Profit and Loss A/c 2,000
.Rs. 32,700 Rs. | 32,700
36  ambyEl & gt drar @ gurfia (Elimination of Inter-Companies

Transaction) :
F971 T T S gEd UH HEE w wed § fgen okt @ fawe siw uwe |
wfie A ) e feufa W 6 wETd w 9Sdr ¢

cu YEIT ST Al ) fasal rEl 8 ur d fama St @ 9 dER a9t SR
§ TIPS HE O B ST FA fawa 9 eny g3n ¥ feg wa %1 w=ie 9= T € Al
fsraAr HTel 1 % 99 TP ¥ SER ST[Wa H ow H 8 OSE
(3.7 o=fimio & s

e Il w1 BIET SR St 2 ¢ 41 sifa dsieRtor 8 S ®, A wefa it
g e @ ol @wert F favar wa € f6 gUR TR oY g O @ a1 9%
AT &1 TETE $TH 4 (97 9 39 enfud e @ @ 39 BW Pl a1 qACAT Hed
il .

[ 3.8 wafimtor = fafu

SR T AR qattatn w2 a1 39 Prefafes fradl e sqaer s
siforard ® -

(iy zrafhra @ e #:E
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. Ea: ST - b sime s e - . e 8 tte m. tebs weiee wesms e ma si e emesecs o
(i) STeaREl WY sH ww @ faeiy wEE e w

(ili) =graTera &1 EWRfa gra HET
(iv) =marerd | AR fie | Fa # o9 AW % 9@y ‘¥t w9 g8’ (Fund
Reduced) y1=< Gﬁg 2t 2

(v) mwyﬁﬂmwaﬁmiéﬁ%mmwmﬁmmﬁm
7&l I TEA R |

3.9 gAfHuior & w&r
gﬂﬁﬂfmmma%ﬁm%
(iy ariafte gafiato
(i) =mer gf=for
(i) Nﬁﬁ:gﬂﬁﬂhﬁmﬂmtﬁfaﬁ{ﬁaﬁm%aﬂzmww_
HE T

3.9.1 4t W T
@mﬁﬁﬁwﬁﬂﬁﬁgﬁmﬁm%

(m)ﬁwﬁﬁ%mﬁﬁmuﬁﬁfﬁﬂﬁmﬁ%ﬁmaﬂﬁm
& IS i TufEfEn w3 B faw oot o5t Wy s 2

(@)uﬁmﬁaﬁﬁwm?ﬁ@ﬁ%aﬁ?mﬁaﬂmﬁﬁ;? fmfo
T 1Y 98 gl 2, Mmﬁuﬁ%aﬁ%ﬁwﬁ%mﬁwﬁﬁmﬁ
Tl

qmmmaﬁwﬁ?mﬁwﬁﬂmmqﬁzﬁ%mmﬁwﬁaﬁqﬁm

Hwﬁmqﬁmmwmﬁmmmmﬁsﬁmmmﬂmw
Wﬁuﬁami%ﬁqvﬁfwﬁﬁﬁmwﬁmaﬁwéwwﬁ
1 g7 Fmior =1 s ? wwar @ styen T

3.9.2. 4Sit ¥ ufrad= (Re-arrangement of share capltal) :

‘Mﬁuﬁmﬁmwﬁmrﬁmtﬁfmﬁmw s=affaE |

afagd @, @ w IS W@ e 2, Qa?ﬁaa;vm% Ei’a?ﬁwnaﬁﬁ% .
‘Ttrf?amﬁrfmwaa“rﬁ%l

@ﬁmmmwmmmmmm%tm(ma}ué
Fam ﬁﬁm@ﬂnuﬁmmwmwmamam'{@ﬁmm%l
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wfaeras q@ qaffato
3.10 @mar-fafa (Accounting process)]

For the purpose of Accounts we weill open a new A/c known as Capital
Reduction A/c. This account will be created for the amount of capital to be
teduced and it will be debited to write off the different assets (Real and fictious).
The balance of Capital Reduction A/c (credit) will be transferred to Capital
- Reserve A/c. '

A new Balance sheet will be prepared with the reduced Capital and Assets.

qAfiator § 4sit 9w @ fou s Capital Reduction @rar @ien s &1 fsa
gt w1 FH B ® STE 39 9HI g 21 TR @FER I HUIYH - ¥ /S &H Bisd §
3IFY off 5/ fe=n St €1 Capital Reduction @@l st 918 &3 99 @994 (F<ifas @1k
JaTEfaF ) F1 A9fAf@d HUT 39 T H WY F IS T9E @Er ¥ 9% w2 2
3,11 IIEIO .

Problem — 3.

31 fewmm 1980 F Y fafaes ok Z fafis @ fad frer wer 9

Yeilctel: Z Etd: Y Ltd. Z Eid.

Rs: - Rs. " Rs. | Rs.
Equity -Share .
of Rs. 10 each 5,'0.0.‘00‘0" -3,00,000 | Sundry Assets 7,5-0,000 3,50,000

‘Reserve- | 1,00,000 | 55,000 | 1,000 Share in
| ‘ PR e '| 1,00,000
Creditors 1,560,000 | 95,000 |
' /7,50,000 | 4,50,000 7,50,000 | 4,50,000

. YTofie ¥ ol % oaReE Hew B R W Z fefide w1 wiers e w1 g
mww;mmﬁ#ﬁmm%ampﬁwmmmﬁm%l 20,000
Fo &t N Y fofaste g Z fafiee =i 37 B Z fafes & =fw & 30,000 To &1 @
f{mwwﬁa%a&%xﬁdﬁé&;mmﬁzo%wﬁm'ﬁmma,ﬁmﬁq’fﬁ
TE H e gfafedl Sifvw) dfaeam & @ia 8w Y fafies = faea s :

[42 ]
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Solution ( 991919 ) : Journal Entries in the Books of Z Ltd.

Realisation A/c
To Sundry Assets A/c

(Being Assets transferred)

Dr.

Rs.
3,50,000

Rs.

3,50,000

Creditor's A/c
To Reaslisation A/c

(Being transfer of creditors)

Dr.

- 95,000

95,000

Y Ltd. A/c
To Realisation A/lc

(Being record of purchase Price)

Dr.

2,12,500

2,12,500

Equity Shareholder's A/c
To Realisation A/c

(Being loss transferred)

Dr.

42,500

42,500

Shares in Y Ltd.
To Y Lid.

(Being receipt of purchase price)

Dr.

2,12,500

2,12,500

Equity Share Capital A/c
Reserves A/c ‘
To Equity Shareholder A/c

(Being transfer made)

Dr.
Dr.

3,00,000
55,000

3,565,000

Equity Shareholder's A/c
To Shares in Y Ltd.
(Being distribution of 3125 Shares)

Dr.

3,12,500

3,12,500
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:

Assets 3.50,000

1,20,000 = Rs. 4 70,000

4,70,000 — Crediors Rs. 95,000 = Rs. 3,75,000

3,75,000
120

Shares in Y Ltd. hence 2125 share in Y Ltd.

2125 »x-1000=2-12;500/-

value of Share in Y Ltd. (1000 x 120)

= 3,125 3hares Rs. Z Ltd. has already 1,000

2 As Z Ltd. has alre ady 1000 shares in Y Ltd. Hence dlstrlbutlon will be
of 3125 shares b -
B e w e .
Journal E 1tries in Y Ltd. (Purchasing Co.)
~ : Rs. Rs.
S Assets A/c ' Dr. 3,50,000 :

To credltors A/c 95,000

To Z Ltd. 2,12,500

To Capital Reserve A/c - 42,500
(Being taking over of assets and liabilities)

Z Ltd. pr.| |2,12,500

To Equity Share Capital A/c 2,12,500
(Being payment of purchase Price)

Creditor's of Y Ltd. A/C Dr. 20,000 »

To Debtors of Z, Itd. Alc : 20,000
(Being Cancellation of Common debt.) |
Capital Reserves A/c Dr. 5,000

To Stock A/c : 5,000

(Being unrealised Brofit on Stock)

30000><20 “'Rs.5.000
120 =
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Balance Sheet of Y Litd.

Capital Rs. Rs.
10,75,000
7,125 Equity Share of Sundry Assets
Rs. 100 each 7,12,500
Reserve aﬁd Surplus ’
Capital reserve 37.500
Other Reserves ‘ 1,00,000
Current Liability and Provisions
Creditors 2,25,000 |
' Rs. [10,75,000| Rs. | 10,75,000

1.  42,500- 5,000 = Rs. 37,500

2. 1,50,000 + 95,000 — 20,000 = Rs. 2,25, 000

3 7.50, 000 + 3,50.000 — (20,000 + 9,000 Unreallsed Profit)
= Rs. 10,75,000 :

Examples : The following examples are solved below to familiarise you with
the Entries. §19 # SI01 ¥ 379 77771 9 Fd €
Example 1. A companv s position on 30th June, 1990 was as follows.

Rs.
20,000 Equity shares of Rs. 100 each . 20,00,000
10,000 6% Debentures of Rs. 100 each 10.00,000
Interest on above ' ; ' 1,20,000

The assets on the date-amounted to Rs. 9,60,000 (Valued according to their

present worth). The following steps were taken with the approval of all concerned.

(a) The shares were sub-divided into shares of Rs. 5 each and 90% shares
were surrendered. . '

(b) The total claims of the denture holders were reduced to Rs. 4,90,000
and in consideration of this they were also allotted shares (out of the
. surrendered shares) amounting to 2,50,000.

(c) The shares surrendered but not re- rssued were cancelled
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You are required to Draft Journal entries and give the -éé-lé;léeﬂs-heet of the

company after re-construction.
Solution—.

- First of all we will prepare the old B/s

TEl Iget QU B/s sAT@

Balance Sheet of A Co. Ltd.
as at 30th June, 1990 (Before Re-construction)

Capital 20,000 Equity share of
Rs. 100 each

10.000 6% Debentures
Interest on above

20,00,000

10,00,000
1,20,000

31,20,000

Sundry
Assets 31,20,000

31,20,0000 .

Now, 90% share capital will be reduced.

20,000 x 90
100

= Rs. 18,00,000

= 18,000 shares of Rs. 100 each

Remaining 2.000 shares will be sub-divided

2.000 x 100

= = 40,000 shares of Rs. 5 each

5

aﬁwmm@'@qgan%31340,000%5&91%:3#%%3171'&%

Journal Entries
- Equity share Capital A./c
To Capital Reduction A/c

(Being the 90% Capital Reduced)

6% Debenture A/c
To Debenture holder A/c

Débenture holders A/c
To 6% Debture A/c

Dr.

Dr.

Dr.

Dr. Rs. Cr. Rs.

18,000,000
18,00,000

11,20,000
11,20,000

11,20,000
4,90,000

[ - ]._



To Equity share Capital A/c - 2,50,00
To Capital Reduction A/c
(Being the debenture reduced) - 3,80,000
Capital Reduction A/c Dr. 21,80,000
To Sundry Assets A/c 21,60,000
To Capital Reservé Alc 20,000
(Being the sundry asscts written
off and balance transf rred to
Capital Reserve A/c) : .
Balance Sheet
(After Re-construction)
Equity share
90,000 share of
Rs. 5 each full paid 4,50,000 Sundry Assets 9,60,000
6% debenture
of Rs. 100 each 4,90,000
Capital F\’eservre 20,000
9,60,000 _ 9,60,000
Example 2. : '
Fretfeafea foazar qum & o F 2
Tofl, 4,000 8% YATHPR e 1,60,000
39 10 To T 40,000
30,000 FHaT 3791 Rt 80,000
10 Fo T 3,00,000
' HAER 20,000
RN 60,000
SRR 50,000
et = Frfas o w30 10,000
s e wE 80,000
400,000 | [ 4,00,000

= ]__.




wfaera w@ gafimin
Ft srawd g8 IR T fafor w Preifea dieen g WY e qaifusw st @
 HEm g8 @ W 9fd 39 qeF T2 6 To HX WA wEan A g ¢ W W ufd
N W 6 To A FH HT A W W ITTH W w1 A A B i w wHAE wE
Y T @ ) fdEl F quisw 9 swufafea w3 & g fFar T a9 60,000 To waT
F 30,000 To HINT B 6,000 Fo HHER ® R I 392/ ¥ ufefEs @ & wah fran

ﬂmlﬁmmmmﬁaﬁé@aﬁfmamgwﬁqua%mwﬁmﬁmml

gara (Solution) : 98 7% Capital Reduction A/c @ien s et @a F1
A T 3HE 3@ A/c HI Credit w1 T gefad Y smafafea frm sm@m, s
Credit {71 a1 Capital Reduction A/c &1 Debit fEar smamm

Journal Entries in the Subhash Ltd.

D=~ SCr
Pref. share Capital Alc Dr. 16,000
Equity share Capital A/c Dr. 1,80,000
To Capital Reduction A/c e 1,96,000
(Being Reduction of share |
Capital & Rs. 4 per share
Preference share and Rs. 6
per share of Equity share)
Capital Reduction A/c Dr. 1,96,000
To profit and loss A/c’ : 80,000
To Discount on issue cof shares : 10,000
To Building 60,000
ToMachinery .~ " ' , 30,000
To Fu'mit'uré_ = '_ | ‘ 6,000
ToDebtor - - | 10,000 -

. Bemq the use of Capltal

Reductlon amount to

write qff fictitious asseis

and losses )




i e e

Balance Sheet

Capital and : { Assets
Liabilities

Authorised Capital Fixed Assets ‘

4,000 Pref shares of = Building 1,00,000
Rs. 6 each 24,000 (1,60,000- 60 000)

- 30,000 Equity shares of Macinery 50,000

Rs. each > 1,20,000 (80,000 — 30,000)
' 1,44,000 | Furniture | -~ 14,000

Subscribed and paid up (20,000 — 6,000)
Capital : 4,000 '

Current Assets
Pref shares of :
Rs. 4 each 24,000 Debtors i 40,000

: (50,000 — 10,000)
30,000 Equity shares

of Rs. 4 each 1,20,000
Current Liabilities
Creditors 60,000 :
2,04,000 2,04,000
Example 3. .

On the reconstruction of a Company, the following terms were agreed upon'

The Shareholders to receive in lieu of their present holding (viz. 5 000) shares
of Rs. 10 each) the following :

(1)  Fully paid equity shares equal to 2/5th of their holding.

(2) 5% preference shares fully paid, to the extent of 1/5th of te above new
equity shares.

(3) Rs. 60,000 6% second debentures, An issue of Rs. 50,000. 5% First
Debentures are made and allotted, payment for the same having been
received in cash. -

(4) The Goodvwill which shood at Rs. 3,00,(500 was written down to Rs.
1.60,000. The plant and Machinery which stood at Rs. 1,00,000 was
written down to Rs. 70,000. The Freehold and Leasehold premises
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S T I R S A

which stood at Rs. 1 50 Oool'was written down to Rs. 1 25 000. Make
the Journal Entries in the Books of the company nqcessatated by the

above re-Construction.

2

JOURNAL

Share capital A/c

To S,&are holders A/c
(Being the old Capital
Written off)

Share holder

Dr.

Dr.

To New Equity Shares

To 5% Preference share
To 6% second Debenture
To Capital Reduction A/c
(Bal. Fig.) ‘

(Being fssn,_ue of new shares

and Q' ebenture and Balance
to Capital Reduction A/c)

Capital Reduction A/c

To Goodwill :

To Plant and Machinery

To Freehold and Leasehold
premises :

To Capital Reserve Alc
(Being the Assets written
off and balance to

Capital Reserve A/c)

Dr.

Bank A/c -
To 5% Debenture Alc
'(Bequ the |ssue of flrst

: ‘Debentgrg)

Dr.

Special notes ( ﬁlﬁﬂ e )

500,000 + o oo
' ~5,00,000

5,00,000
-2,00,000
40,000
60,000

- ’j 2,00,000

e

2,00,000
: 1,40,000
30,000

25.000
5,000

50,000 .
50,000

_--_..--....————-———1——'——-4’.... -‘_ -
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Sometnms there may be General Reserve of Reserve Fund or P.and L. A/c
Credit Balance in the Balance-Sheet, then these items are to be transferred to
Capital Reduction A/c or in Capital Reserve A/c, viz.,

General Reserve —Dr
P.and L. A/c Dr.
To Capital Reserve Nc . :
Or '
General Reserve A/c . Dr.
P.andLA/C - i ] . “Dr.

To Capital Reduction A/c

(Being transfer to Capital Reduction A/c)

External Re-Construction ( avgr gfaior)

External :Re-construction is like Absorption A/c. In this case, the same en-

tries of under Company-and purchasing Company will be prepared. (& AR
m wH %1 To® s a9 =HaER (Transactions) 31 gfafeat €t & it wfaera=

nmzl

3.12m
m%‘qﬁww‘mﬁg@m%fﬁﬁdmﬁﬁmﬁﬂaﬁaﬁ
Ff &1 WA qw TF A% w1 frafn g @ gl dfaees § o Aoee et
FAMR FATN H1 399 7 faen S
31samrmigm
ﬂa:tqﬁm‘fa%ﬁqéﬁﬂm%

X @wmofdo |Y Q_'Oﬁ"TO = X'ﬁdﬁo Y Fofdo

5 Rs. " Rs. | ) Rs. - =Rs.
(270 To gfa 3w 5 _
a 000 W) | 243000 [ - - | w=feEl : 337,000 | 8,71,500
150 T AT 4000 T Reha ' 700 5,500
e | 6,00,000
R 11,000 | 13,000
H=a 80,700 | 2,57,000
=ny wft @ Ss3.000 1 . 7000 |
| 337,000 | 877,000 3,37,000 | 8,77,000

_ I e i e e R SR R s
' [51] :




e wETE wE T X wE fefnes g waeras fEmar s el I g
wmﬁwﬁﬂéiYW%WaﬁﬂmaﬁYwﬁésaﬁwwﬁﬂmm
zﬁ,mm%ﬁ'sym%ma}w&wﬁmﬁzﬁ%mm{@mﬁ‘mﬁﬁ
< stesfd = e %1 IR @ @ fau sravas €1 Y we fafeds #oges
9 SHE ¥ oTaYTE o@ Sifen 3Rk gfaees & uvEn fHEE aFRa |
| - wEIEIT 3R Hfaerg ® T SarE|

3. ofae | o9 ¥ 9O 27 3% ged ad = ¥?
1 T e TE B ¥ feeg At e T @ @ w9 w1
TH FYF F ITEI SIS
s @ we W we ¥ e wfafest s ¥ S Tt W K
6. TF FEA & gifato w =9 wid w5 St T

L (1) qEifyer st # afe wf sfe ST 75 Fo eWN R wWar S H

TeHT 37.50 To e oIk == qui weran W SR

(2)  smorasurfcEl ¥ oToet ufe @ ol g
ufer & &

(3) it @ e F1fan smam

(4) &9 9T 50% BT HE1 S

(5) Ty &1 o9 50,000 Fo | ST SEMI
T\ T @1 31 6, 1998 1 faga e # -

2 wed § = oit A w

Share Capital

1.000 Pre. share of

Rs. 100 each

4 000 Equity shares

Rs. 100 each

5% Mortgage Debentures

Bank overdraft
Creditors

- Rs. -

2,00,00

4,00,000
1,00,000

50,000
1,00,000

8,50,000

Goodwill
Premises

Machinery
Stock °

Detors

P.and L. A/lc

Rs.

15,000

2,00,000

3,00,000

. 50,000

40,000
2,45,000

| 8.50,000

You.aré required to give journal and revised B/s.

: maﬁaﬁﬁqaﬁtwﬁuﬁfﬁwml
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2. ' Differentiate between Absorpotion and I‘nternai F.Ié--C-onstruction and
External Reconstruction.:-

Hfeeraa 3R oyaftes qAfAafo qen g gafdatn § s wa= Fifsw)

3. What Accounting records are made in the books of the Company at the
time of Internal Re-Construction ?
mmﬁmmﬁﬁﬁgﬁaﬁﬁmﬁwé@ﬁr&m%

4. What is the meaning of Amalgamation, Absorption and Re- Construc—
tion? When is it necessary ?

FUA F THIEHT, uﬁaaqaﬁigqﬁwfmwwambwaﬁmm
22

5. Write short notes on :
gfera e fafeg
(a) Re- Organisation of Capital.

ISt w1 gAETeA
(b) External Re-construction
| gAfHEion
3.14 U= g
-
. TS THSt <o THo WHo Y&
2. UEErE TS . sfo THo o fHE
4. TSRS THEFIH THo Tdo HWRYE{
5. usAEks T Vol-ll - Yo, S, SUa TS Tl
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L0

40 Ryvw
41 ufRwa
4.2 mﬁeﬂ
421 o= wumaw
422 Qf’aaammi.‘m
423 mmaﬁrwmﬁﬁuﬁmiw
4.3 wuraw e fadt '
4.4 ﬁma&ﬁqﬁm
4.5 s & e
4.6 @O = Freor
a7  wwR W T
4.8 mmwﬁﬂm
4.9 Wﬁwm
'4.10 mﬁmmﬁmrw
411 SereTeT
PP
413 orare ¥q W
4.14 wzﬂ‘aw%

4.0 3tvw

Wmﬂmﬁéﬁmmméﬁ%ﬁﬁﬁmmﬁwﬁﬁwm
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a:mﬁmmgm
FI) F1 WHTH UH AuITTE T 81 3 I H 39 FEw H Ay v ¢, e
maﬁnﬁﬁwmmsﬁm%lamﬁwiamméaﬁtmmmﬁ
mwmamﬁmau
4.2 wumqw fafa ; i
mmmmmﬁﬂm%,sﬁ.m't?'
' (i) ufess guETaH
(ii) =raTeg & i & o1 gw e

(i) AT g wHE
& FIH @ § AW SaEE $ 9% S S 2 @ 39 v ifses e wed
umﬂaﬁuﬁwaﬁmﬂ4m%aﬁun@amﬁﬁnnﬁﬁﬂﬁmﬁmmw_
F1 gwal ¥

() saP wEw eR R
(i) Tovme ywmm e w1
iii) mmﬁa#ﬁﬂwﬁaﬂ:w-gwmmﬁm
(iv) o= affeerfri & - ;
422 Hfow e @ TN
(i.) LASSUR-ANRAC S LI L B
(ii) nmzmtzf’u—smmm
() T gra v wEER U wE w23 R ey vatw o w ok wxem
*ﬁmmwmgméﬁtwwﬁmﬂmﬁﬂmmﬁmmﬁam

HEA FT AHIGT HU GHEA § suﬁmaﬁum%s%a?mwmmm%-
fof s feaferar @ g€ R

(i) wET g - mwwmﬁﬁmmmvﬁmmaﬁ
mmﬁwﬁmmammaﬁmaﬁw&imwwﬁmmmm
Tqr9y 9uE WA ;

T
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Ufszd U & f6T SR §6e H S 9Sd1 21 9o TIRa B ® 15 A
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4.4 ﬁwmaﬂﬁgfaa
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A6 & 2, a9l g gr wAEa e € e s ) afX Seer =R | efaw @ s
g eafad &) e e afafa fgea s g ®) a5 gr oY Prderor afafa & o=
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4.8 W 99 o1 faavor

freaTeer 1 S THH YT &t @ SHe YA e g fRear S ®
(i) <fora A=W W YT
(i) Ga9a w1 =g AR & afisfas % 9y
(iii) gaffusr TR B IaE|
(iv) Tgfara o= il YAl
(v) SyrarfEl #t IF@ AfUsR & FTER Jrar|
4.9 vifaeR ST | ;
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(i) TR oTF T S gwE S fTss 12 "€ F1 2F '
(i) Tt TegfEt W dd W geEen W fEE FEHEM w12 wEE oF g
ffs ¥ a1fus 9 R W€ %1 I g, 98 iy gfgsafe & g9 F9F |
sifres A€l 8 gehdl 21
iy gt Al gfezal =1 wifisfiss)
(iv) & g+t = wd=fEl & fag 9@, =98 sk & ®9 F FFE B
(v) oTgE-aH =ga s Afufsam &1 um 235 237 % 33 ERI

4,10 arfuam &t faavor

S FI ® T3t o UE DAl 1 A 8 ST § 3R IHeh 9@ 9N ufe 59
Wit 2 @ 3 v ¥ I Afusr F AR (S R wE % R 99w et
¥ fean gon e ®) siz fXm smar 21 oA A are of e W R 9N W ®1 A1
#7 FY ¥ 3k 39 E F vE@T qEifusmR ivefE i 99" w1 H e snoawa 2
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FAGAT &® FHIGT AT

 Equity share capital | Fixed Assels 20,00,000
(Rs. 100) 20,00,000 | Stock 2,50,000
Debentures - - |10,00.000| Debtor ' 11,50,000
Loans 5,00.000 Cash 1,560,000
Creditors 5.00,000| P andL.A/c 4,50,000

40,00,000 | 40,00,000

3IqTEL0T 1. G'GﬂTﬁaﬁﬁﬁmWRﬁ
(i) 3.000 vAG T A9 59Y 9 g9E W motoaﬁrmaﬂwﬁ'ﬂmwsom

e FFA A :
(i) 1,000 Fren T W o W S 106 Fo o1 o 9T 80 To Wi ¥ I <)
(i) 100 ¥e &A1 000 gaffumm 7o 5 gufeg 9 (3 1w amr—ﬁ & YN rardayy

F 3T Yol W gEiHER @l §)

fafass =R 76,500 Fo & &; 2,500 To Freaws &1 uisfus wifts o1 e =
TS HEA ST TSI 20 To W & IFHRT AN HI FTRT qoiey § YA w1 v
TG F 1,001,000 Fo YA W 15 Fo WA ¥ HY ATA Av: qHa WA 9 W )
T 100 U & it ww w graE w8 7 freans @ 9T

, ~ Liquidator's Statement of A/c ‘

s @ faaror

To Realisation of | "By Liquidator's

Assets - [1,91,000 | Remuneration \ 2,5000

To Call on, 1,000 By Creditor | : ,

Share at Rs. 20 each | 20,000 | (76,500 — 2,500) | 74,000

To Call on 30,00 By Pref. share-holders -1 1,00,000,

_’Shares at Rs. By Equity Share

15 each = 45,000 holder

Here calls Unpaid

on 100 _ : 3,900 Shares

Shares 1,500 33,000 Rs. 20 per share 78,000

‘Rs. |2,54,000]| Rs. | 2,54,000

oI mxrﬁ"f 12.00,000 Fo H B S T&F HUAHR € 399 w1y @ ¥¥9 famn T B S

4.00,000 To FUIYH HT GHTESH HIH I T&H & HTaE Tt T 53 212 |/ 7.00.000

T
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YItd g3 GHTH S99 10,000 Fo g3 fF=ma &1 10,000 Fo =1 fzzn 1 qon fa=m= gra
ayger #1 TR ThE WX 2 wfaer sifafea wifvafas 3 ®0 = 100,000 § fasn s e
F1 @l daR Hifea)

e &1 rfan faavor @rear
Liquidator's Final State of A/c

1,50,000 | By liquidation
To Cash Balance Expenses 10,000
To Fixed Assets By liquidator's
12,00,000 Allowance 10,000
Less set of 4,00,000 8,00,000 2% on collection
To Debtors 7,00,000 | 40,000 ' 50,000
To Stocks 1,00,000 | By loans 5,00,000
By creditors 5,00,000
By Share-holders
divident @ 45
Paise per rupee .
17.50,000 17,50,000

IETOT : ABC % fofo @t & waaa § W 39 fra gEas § wafae e
o md off : _ 5

3w gS 7 10,000 g@EifHER 319 wfa 339 10 o gufad 4,000 337 wEEr 379 10 To
3f91 guigd, 20,000 ‘&' FHEAT A 10 Fo T v 59 WK To WA g am

FTA Taras § qaifueei 79 w1 wHfHear TEtr o791 W oft 3 wHar v =
rorfa sierl & gof gSft o= o1 IR oni 31 3R @ TEAT 3TN o] THE SRR e

AL 2,74,000 Fo & T 10,000 Fo gaffarFm PR 3k 54,000 Fo qui qefem
a1 4t " 3,74,000 Fo U g1 fowd gqui mifara SRR & foo fawm sft Sfmfeg 3

AT S 12,000 Fo g, FAEARAE w1 RsfE 5% a9 B TR Y Ty 3%
STHIfRTT HETS 1 Sl T WE W 94 R T

Freares 9 fr=fafea aeard =51 @ 2 vo wfa se W fagsm e g, 150 wiE
BI9EC A AT sTen WO RSEH 2,000 39T TR SIS 9N YT €37, 39 2,000 3797 F 5= w1
feoqr e famares w1 stfam @ A s
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msm.:ﬁmwmwﬁmmmamﬁ%ﬁﬁugﬁw'wm%n
B GF 5% a1 TE Ul W e € 9% 3,20,000 To W B 21

ST STGfera 7T H1 A FE B fow 9atE wE € a
mmmﬁxmﬁmm
' 100
fFg 99 e syata & @
FHIYHE F1 IfA9d x @ S SYeT 2
100 + HHYE 1 gfawd

31, 9,9 sho (GHIGH W)

e =1 @ rar
Tfg | wrw 3,74,000 qiara qge= : 54,000
[HYH =9 5% : .
ATHFAT 9T 9T 10,000 320,000 Fo T 16,000
*ifd 3w 2 To 3% 2,10,000 To . 6,300
FO R WH 20,000 JaifysR S eR 10,000
STgfara HeTeH 2,10,000
, gaifasr 3191 1
30,000 § THA1 39 arqEt 1,00,000
6,000
1.5 ® w § foray | ‘31" gHar sty
T 2000 379 5= HT 4,000 379 (1.67 To)
fam™m - : ‘|’ FH@ W
28,000 39
1.18 wfa.afer =t 5
(28000 x 1.50) 42,000 ‘
- : |/ (TmH)
4,36,000 4,36,000

e : HE THH 436,000 ¥ TEH 54,000 Fo G WeTSH w1 B
(436,000 54,000 = 3,82,000)
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3,82,000 - 10,900 - gaiffasR &9ER = 3,72,000
3.72,080° 16,000 =R &1 = 3,56,000
3.56,000 - 2,10,000 3o Ho #HER (YUi) = 1,46,000

| 40,000 s =1 wifitsfas

(2,10,000 x 3) : ;
= 6,300 = 1,39,700 .
OO A

1,39,700  1,00,000 Jo 3T = 39,700

39,700 = |fe1 @ 31 3R § GHar 379 W 37 gHar 1 4,000 ® AR wfF 379 0.
50 TEr faes T  a19: 4000 x ¥ o = 2,000 Fo

7700 o st E . T TR AT

A T 4,000 + 28,000 = 32,000 37,700 + 32,000 = 1.18 (SIHT)

4.12 |IOIT

FIH & FHIGA 1 dedd FEA B IO Y 9 9% 8 99 @ 21 THE gu9H § «i
T 1 fashg fen s & den @it wifael w1 e fra s €, et B e
mwmwﬁwﬁmmﬁmﬁﬁjﬁaﬁamﬁmm%lmwmwm
faaror g3 dar fFar sar 21

4.13 3T q WA

1. guy] fae =1 @ 30 faaar 1983 ) w9r< & a9 o6 & fow
frafafeaa 2

3 IS warfd 1,50,000
50,00,000 THAT 3797 = 50,000
10 To YIF TrA goi I8 den wya= 1,00,000
qd 3™ 500,000 | U2 g HYRH 50,000
2000 T gaifasR wAeR wd fheaER 30,000
I 100 o T 2,00,000 | T+ (AR o)

6% BUYE (FEitag) 40,000) 60,000
W wAfen = foray -

Tt grfy Sfsfe fafay =R 40,000
1) : | 2,00,000

T% sifufasd (zurd . e 10,000
T 9 Feifen =19 B @ 19,500
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1,00,000

fafas @98 1,00,000 | 9RfEsyem =97 75,000

vo 11,00,000 To 11,00,000

anﬁa%g?ﬁinﬁnaﬂﬁmﬁmfﬁmwaﬁmﬁmmaﬁtﬁ%mﬁm
y-f-mfon % fae s amd) :

(1)

(if)
(iii)

(1v)

I qen e, W@Wmmsﬁaﬂfﬂ@ﬂﬁm w%aﬂwmq?a
FHI: 80,000 To TE 2,80,000 To Bl

w4 wd framad 20,000 & 2

T g & faam & = oo g = fog 2= @ M@ 9, 39 5<% w5 Km
SPIT

'qaﬁqamémmfmwm%wmaﬁﬁmmﬁméammww

= f&Em s g
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3 fegragy, uc)xzaﬁ@ﬁﬁﬁmaawﬁmmwmgwa

syl q&aenl H e goafaar of .
AR UH 31 JEIfd 90,000 Fo, a¥ T 10,000 To | 3HF AT 20,000 To & UH

3R

Al St 100,000 ¥o ol efa @t SR W1 72,000 Fo W St WA z@A g

LS0.000 Fo I AP FH FEHA! F | To Aol HW H form W 75 T ¥y gHA A wH 9w
22000 Fo H ST A4S H I SEm oSt 9 o ifael &1 g fner | are s
G4 F fAu Tafw oft) fARarRe 9 e Y el B 9 iy

4.14 Usta qEaeh _
. uUeAEE @TE%TG“T Sfo THo THO' YA
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(i) Tar® "8 W [ @ O
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5.2 AU &l & oy

I FooA & freifaa oy @
l.  HFUR 3R eI AT w1 ST e Sl el 2
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&1 e |
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|
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I sifufTa 1 4 212 % IHER TH AU A S0 eTfie faed & @i
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5.4.2 fufsm faear daw &ew
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1. qa*mwr—ﬁ$arﬁhﬁm@agﬁﬁwmmﬁwﬁmvﬁmmﬂ
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_am@ﬂﬂ%*rﬁﬁdﬁtaﬁﬂwuwmamn%ﬂmr@muam@ﬁﬁa%
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H fe&m sm@Emi
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4. =l wmbeid # | S enad o9 <9 g @, :majﬂ +ft gEEeE fman smam 39
SR 3 FFRR @ fafner 99, |mu e 9w, A @, \9e a1 36 T
F1 TF a1 SFUTSA NN FH GEHASH B B

5.5 e a1 Ysit @fafa &t worr

v gifeen werE, mmﬁmmm@ﬂ?ﬁ*ﬁaﬁwmﬁmtl
gwaﬁnﬁﬂﬂ?@ﬂ%ﬁﬁﬁ%ﬂﬁﬁﬂhﬂ,ﬁ?ﬂﬁﬂmﬁsﬂtmuﬁm
r'f'ﬁanmmWﬁimﬁwméF?%aﬁ'{ﬁr&aﬁé’tmm%,ﬁﬁm
3T Eifa a1 4ot whea ghm R ifue = F’tfcﬂmﬂﬁ!ﬁrﬁl

EAfd = WA H &H WISl B

gt gfFa = W wIma WA # G

3R W ®IHd 2 W @ ar gsi g@faa grm

5.6 TATta ar gt d@ua ar ava fagor @t o

o

i

Calculation of Goodwill or Capital Reserve or Cost of Control- When .
Holding Company acquires shares in Subsidiary Company:, it has to be paid an
Amount and it is known as investment in Subsidiary or cost of control. For this the
holding Company will get share in Subsidiary and pr'ogoﬁion oi'-ge_neral Reserve
and Profit on the date of acquisition: of shares (to the iextent of holding Compa-
ny's share). If the holding Company is paying more than it gets then the differ-
ence is gmdw:ll otherwnse it will be capital reserve.

Goodwill = Price paid — value received
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Value received include = shares in subsadlary proportion of general reserve
+ portion of profit (on the date of acquisition).

Capital reserve = value received- price paid.
There will be either goodwill or capital reserve.

- Good will be shown in the Assets side of consolidation B/s.
Capital.reserve_in the liability side.

5.7 3AHA & S{vrenfyal @ feem

mﬁfwa?mﬁﬁ'@maﬁarﬁﬁmammﬂéﬁﬁﬁﬂﬁn%mw
mﬁnmmmamﬁmﬁrﬁgﬁmm%

1. 3w gsht w1 fewm : +
2. frod g feem ' +
3. =y 'fa = e +

. "y Ffemmadw g 4+

mmm%m .................

5.8 Waﬁm

Calculanon of Minorlty lnterest—

The act protects the Interest ‘of minority. Mmor:ty share-holders means
remaining share-holders other than holdlng company's share. Suppose there -
are 1,000 shares in subsidary company and holding company takes over 800
shares, tHen the 200 shareholders are mmonty and the ratio between holdmg
company and Mmorlty is8:2

&

No minority shareholders will get their share in the followmg 5

1. Share in paid up capital _ +
-2. Share in Reserve Fund of general fund : +
3. Share in P and L A/c Balance : .‘ =
4. Share in profit earned during the year - +
5 Totai'Minority Interest ; : ¥
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5.9 3QEI0T
The following is the B/S of H. Ltd. and S. Ltd.
Liabialities H.Ltd. S. Ltd. Assets H. Ltd. S. Ltd.
Rs. Rs. Rs. Rs.
Share capital of
Rs. 10 each 1,00,000 50,000 S. Assets 60,000 | 63,000
Reserve 10,000 5,000 Investment
P+ L A/ 10,000 4,000
,4000 Shares :

Sundry creditors 5,000 4,000 in S. Ltd. 65,000

1,25,000 | 63,000 1,25,000 | 63,000

H. Ltd. acquired the sharés of S. Ltd. on 1st January, 1987. On the date the
Profit and Loss A/c.of S. Ltd. had a credit balance of Rs. 1000 and in Fleserve Rs.
3.000. Prepare a consolidated B/s.

Solution — 1st find out the proportion of holding shares.

4000 4

HiLtd. = o0 ' &

s 1000 1
S. Ltd. (Minority) - 5000 5

Minority Interest—

i)
Share Capital (5 th)

5=10,000 .
1 {
Reserve(5 Ih) = 10,000
Profi & ] th . -800—
ro it_ and Loss 5 o = 11800

[ #)
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Calculation of goodwiil-~

Cost of Shares =

Less nominal value of shares = 40,000

4 5
of 1.000 .

Less 5

4
Less _ of 2,000 ‘'

5
43,200

Goodwill = 51800

= 800

- 3.400

Calculation of Reserve Profit—
Reserve (after acquisition)= 2,000

P +L A/c (4,000 - 1,000) =

L9
S. Ltd.

300
5,000

-4,000

1,000

65,000

Consolidated Balance sheet of H. Ltd. will its subsidiary S. Ltd. as at 31st

December 1986.

Liabilities ' Rs. Rs. Assets “Rs. Rs.

10,000 share of

Rs. 10 each fully paid 1.00,000 | Goodwill 21,800

- Resevere : : :

H. Ltd. 10,000 S. Assets

S Ltd. (2000x ) = 1,600

P.and L A/c 11,600

H. Ld. 10,000 H. Ltd. 60,000

S. Ltd. 2,400 12,400 '

Minority Interest 11,800 S. Ltd. 63,000 | 1,23,000

S. creditors of H. Ltd. 5000 :

S. Ltd. 4000 9,000 : _
. ‘ 1,44,800 : 1,44,800
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qAUTR HRA

Example—-2

S. Ltd. acquired all the shares in B. Ltd. as on 1st January, 1984 at a cost of
Rs. 5.60,000. The B/s of the two companies as on 31st December, 1984 were as

follow :
= B/s of S. Ltd.
:an;re capital 15,000 share 4 Fixed Assets ' 6,65,000
of Rs. 50 each fully paid 7.50,000 '
' : Share in B. Ltd. 5,60,000
General Reserve ‘ 4,75,000 _
Stock (2) ‘ 1,70,000
P.and L A/c (x) 4,00.000
A Debtors ~ 1,40,000
" Creditors (y) 75,000
- Cash at Bank 1,65,000
17,00,000 = ; m

(x) This includes in interim dividend of Rs. 40,000 received from B. Ltd.

(y) This includes Rs. 30,000 for purchase from B. Ltd. on which B. Ltd. made
a Profit of 25%.

(z) This incudes Rs. 15,000 stock at cost purchased from B. Ltd.
B/s of B. Ltd.

Share capital 50,000 share

of Rs. 5 each fully Paid 2,50.00(_) Fixed ‘Assets 2,85,000

G. Reserve (1-1-84) 10,000 |  Stock 10,01,000

P.+L. Alc : 1,80,000 Debtors 79,000

Creditors 80,500 Cash at B Bank 55,000
_ [320800] 5,20,500

Sre o ISR s e I N S
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The Profit and Loss A/c, had a credit balance of Rs. 1 40 000 on 1st Janu-

ary, 1984, and an interim dividend of Rs. 40,000 was paid during the year ended .

on 31st December, 1984.

Make the necessary adjustment and prepare the consolidated B/s as on
3131 December, 1984.

Adjustments :

(1) Goodwill : Cost of Shares 5,60,000
Less value of shares  2,50,000
- Less capital reserve 1,50,000

(1,40,000 + 10,000)

4,00,000
1,60,000
(2)  Profit of B. Ltd.
P + L. A/c Balance ' | ~1,80,000
.Lessason 1-1-84 1,40,000
Profit for 1984 5 40,000
Add, interim div. | 40,000
80,000
Less unrealised profit
15,000 x 25 B
100 Selatn iy
Profit -- 76,250

(3) Profitof S. Ltd. = 4,00,000 — 40,000 (Interim div.) = 3,60,000
(4) Stock of S. Ltd. = 1,70,000 — 3,750 = 1,65, 250
(5) Creditors of S. Ltd = 75 000 — 30,000 (due to B.) = 45,000
(6) ~ Debtors of B. Ltd = 79,000 — 30,000 (due S.) = 49,000
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Consolldate B/s Ltd. and its Subsidiary as on 31st December. 1984

Liabilities Rs. Assets Rs.
Share Capital 15,000 sh'are : Goodwill 1,60,000
of Rs. 50 each fully paid 7,50.000 :
'Fixed Assets
G. Reserve 4,75,000 S. Ltd. 6,65,000 |
B. Ltd. 2,85,5000 | 9,50,000
Stock
Creditors
S. Ltd. 45,000 Slater 1,66,000
B. 80,000 [ 1,25,000 B. Ltd. 1,01,000 | 2,67,250
Debtors
P.and L. A/c S. Ltd. 1,40,000
S Ld. 3.60,000 B g 49,000 | 1,89,000
B. Etd. 76,000 4,36,250 Cash at Bank
S ktd L6o000 |
B. Ltd. 55,000 | 2,20,000
17,86,750 17,86,750
5.10 3MATH 39 W9A
(1) Uo f('lo 3T e fae & frefafea e faer 31, 1926 1 3

e Fol!owmg are the Balance sheets of A. Ltd. and B. Ltd. on December 31, 1986.

A.Ltd.| B. Ltd.
_ A. Ltd. B. Ltd.

Capital dividend - Rs. Rs. | Machinery 30,000 | 28,000
into share of |
Rs. 10 each’ 1,00,000 80,000 | Furniture: 5,000 2,000
P.and L. Alc 40,000 | 20,000 | Debtors 25,000 [ 80,000

Loan from = 8,000 | Loan to B. Ltd. 8,000

A Ltd.

B/P 8,000 6,000 | Shares in B. Ltd.| 70,000 -
_ Blp - 10,000 | 4,000
1.48.000. | 1,314,000 |- 7 7 1,48,000 [1,44,000 -
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AU Ft : : :

To foto A o folo ® 75% 3191 31 KGR, 1986 F %7 fRA Mo fro B 27 faell
¥ 2,000 3o @ UR fam & fo=t g 397 Wo fdo w1 & o b fagar w s aw
wHe ® o@ fago & fag sifsa :

(A. Ltd. purchased 75% shares of B. Ltd. on December 31. 1986, B/P of B.
Ltd. include bills of Rs. 2,000 payable to A. Ltd. Prepare consolidated B/s and
pass journal Entries in conneciton with consolidation) '

(2) What is consolidated balance-sheet and how is it prepared.
(fafya fage @0 22 a8 9/ T4 @ §2)

(3) What informations according to Sec. 212 of the companies Act, 1956, is
required to be attached to the B/s of a holding company in respect of its subsi-
diary.? :

(et SffPR, 1956 F "R 212 B TR GEMEE ST B Y W gEan
It &R & faed % QY Tl F1 I §2?)

5.11 UBHa qEe

l.  USHIES . THTS< iR glo THo WHo A

2. UTARE THISSRA gfo WHo ®o fu®

3. UEAlES S@>eT e o sfftEw

1. TSATS THSE . : o THo WRYEd e

5. ugeEs THEREIE Vol Y[, sitaTe, AT e
(Y Y )
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sfer =l & a@

6.0 3Ie¥Y

6.1 aft=rg

6.2 Y g1+ @rar o 3nfdes faest s==n
6.3 UN-BIH @Td ¥ WEESATT

6.4 ofern -t ot faviw wed

6.5 o o1 T Taest

6.6 i faeld =t |7 WegwqUl 1Y
6.7  WUN T fieRToT

6.8  IITETUT

6.9 wriw

6.10 3vTTd B9 WA

6.11 USHIT Y&

6.0 3

mmwmxﬂﬁ%ﬁmmﬁ%aﬁmaﬁmﬁvﬂﬁﬂ%aﬁﬁ
AHEFT 2T 2

6.1 aftag

29 sned & fo wiRgad | Sfen srEEm ﬂnﬁw%ﬁmm 1949a%muaﬂ‘aaa=ﬁv
f-1ifaa g - Bl

(1) AfEn e wfEmE wwhwmd:mmimﬁaﬁmq 71t @
i smfers faes ©iga o sfrad 2

() oMY & @ET d9R HE %Imﬂ%wqgﬁmmmﬁﬁn
ﬂfvrtmmaﬁaqg—i’rz;%mﬁ(FormB)ﬁﬁmgm%lmﬁmﬁﬁwﬁﬁd
oo otren &
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Form B
Form of Profit and Loss Account; Profit and Loss A/c for the year ended 31st December.

Rs.| Income Less provision made Rs.
Expenditure during the year for bad and
doubtful Debt and other usual
or necessary provisions

1. Interest paid on deposits, Rs.| 1. Interest and Discount
borrowing etc. 2. Commission Exchange

2. Salaries and Allowances Brokrage
(Separate for Directors) 3. Rents
and chief Executives) e

3. Director's and local 4. Net Profit on save of Assets

Commeettee members'
Fees and Allowance

4. Rent, Taxes Insurance 5. Net Profit on Revaluation of Assets
lighting etc. '
5. Loan charges 6. Income from non Banking Assets.
6. Postage, Telegrams and
stamps :
7. Auditors Fees 7. Other Receipts.
8. Depreciation and Repairs 8. Less (if any)

9. Stationary, Printing and
Advertisement

10. Loss on non-banking Assets

11. Other Expenditure

12. Balance of profit

Total : Total

Note : ("To" and "By" are not used in P + L A/c)

6.3 TTW-EI @A ¥ |HIESATY

%ﬁnmﬁﬁqum@awmmﬁﬁaﬁﬁﬁﬁmmmmw
mu%m@%ﬁ"To arﬂ'{"By mmmm%u
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Hfrn T W o faviw W € e s § TEwl e ¥, v

T gU faeil uT weidt (Rebate Bills Discounted)— 319 Si=a € ff wddt o
% form wma 81 3R e urew fae w1 e fae @) orafy © qed X @ 2 A1 9%
IY FP P T <t 21 79 faa W o wEd 21 aw g % fog gwam ?1 3m J9e
F1 A H1 fewwr= ¥ § wem wmar @ 3R onfew fad ¥ o wfaem ® oT=wia
fearn s €1 |
T 4 3R oA EF Arg @ R R e e fae fewesee’! deee (T/B) ¥ fren
g3 € Al 3@ wad fued & qfaw 9w § & ke smam _
w7 & oo g™ 97 9% @ gz R w3Ad W (Interest and Discount
Received) ¥ & w2 Sirar &, du1 39 anﬁda»*ﬁ:lza H (Current and contingency
Alc) # o fysres forar srar )

s WmoT & fau gfafa- Wh#ﬁhﬂﬁ%@ﬂﬂmﬁ%lm
TE UF WE ¥ ST B 2, wﬁswﬁ?ﬁﬁmﬁmﬁmm%m
sfers foed ¥ o1 9 gera S 2

FE TEfwa wufe & @ qed R U e gfaea Ster s @ 9w 39 ey s
= % AH 9 A feren S R o anfefs faeg o wwfe & qew A | wemn S
F491 w9 g ey B @R ® a9 ¥ faen o 2 ek ) faed # afaw Oy
9 | d@fafa & w9 7 fegman sma 2

. Waurfre w@fea =9 (Statutory Reserve Fund)—aﬁm sifufrem 1 um 17 #
. HTER UAF ¥F F TIA AN T 20% WA N FaErd €, fd w8 dutre 593

aﬁwmﬁ%’m‘swqﬁmﬁlﬁﬁmﬁavaﬁﬁ@mm%l

Hfgrer swor 9T g forar maw (Credit taken as Interest on Doubtful Debts)—
afET K/ W A Y9 T @ § SR feern e #, @ 39 ey /@ uen fEmn s
% s f7eg % <foes 98 9 Interest Suspense A/c & &9 ¥ fearar S

3ux =g (Outstanding expenses)- 38 @19 14 @ & =17 & # 3Rk anfef=

- e % afrs 9w 9 fearma s

Iqrfsia 9T (Accured Income)-—?{ﬂ 1 B W ® S 9T W qen arifefw
fazs % wmafa wm § fe@r@m ;

6.4 dfwn ot = favw we

(1) Interest and Discount

(2) Public Deposites

(3) Bills for Collections

(4) Rebate and Discount

(5)- Money at call and Short Notice

[, 75 } O R o ;
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6.5 e =1 e faeasT (Balance sheet of a Bank)

AfET Fromaelt &1 MR 20 B 3R 93F SF H 9 faxit ad worE o5 % s
31l sTfefes Tl F9IR 31 R1 90 30 & 78R 3T ARy off F 21 SF & onfedw
~ fager &1 WY g 3 ® w3 (Form A) # fan man @1 s | w9 A9 e
™ R ‘ ;

breparation of Balance Sheet

Form - A
Balance sheetof .............. Bank as at 31st December 19 ......
Capital and liabilities Rs. Proppefty and Assets Rs.
1. Share capital Rs. | 1. Cash in hand
2. Reserve Fund and 2. Cash at Bank
other Reserves 3
3. Deposits and other Alc 3. Money at call and short Notice
4. BorroWings 4. Investments
5. Bills Payable 5. Loans and Advances
6. Bills for collection 6. Bills for collection buying
buying Bill Receivable Bills Receivable as per contra '
as per contra -
7. Other liabilities 7. Constituent's liabilities for
: AcceptanceEndofsements
8. Acceptenaces Endorsements, | and other obligations as per
and other obligations as per . contra T
contra. 22
9. P.andLAlc 8. Fixed Assets
10. Contingent Liabilities 9. Other Assets

10. Non- Banking Assets
11.Pand L A/c
Total : Total

i 6.6 afiw faed #t | "Wew=qui Wg (A Few Important Points of BIS)i—_“ =9

1. S 9% 9@ S S ¥ d IW ¥W Fr F (Borrowings) Fed 1 78 S w1 afre §)

2. 7 (Loan) <& ¥% %l @1 ¥ @t 3™ WU (Loans) FEd T 7% % =t gmfa o
fe@man s 1

[75 ].. it
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35

0.

.

wng & o fae o8 & @1 AbrE iR wefa A @) gkl <1 WG, gEfe sl
affaea A formn smar 1 :
Acceptance, Endorsements and other obligations-- §& 3t &t st9a wwi
£ 3 faet & W sfs w1 @efa 2 @ 8, fag 3% 39 fag sk =51 3 &
foru = @ ST ®, oT: A® &1 A 21 IHA WF AF quA wEFH ¥ Rt gwfera
#TM €, 37: wEfd €1 gEfely 3@t Contra Entry 3 fe@ & =it 24 :
Non-Banking Assets— 37T{ & & A &1 B T8l w2 @ FF 3% g
STaFa § < W e 1 S e #ar @ 39 @ ®H Non-Banking Assets ##d
¥t gea e faes o anm gea W fa@m s 21

Branch Adjustment A/c-- §& 3793 S %1 Teh ATAIS W@Ial 5911 21 37 78 99
Credit & a sifaea ¥ 3iit ¥ Debit 8 @t weafa o feren smami '

Contingency Account— 7& &l fadft 3 @+ & @ &3 & fag @en s 2,
31 Provision for Taxation, Provision for Doubtful Debits etc.

Contingent Liabilities— gsnfaa aifacs =1 wfcry o st fafvsa =& 81 39 v
# E H JfaE B A H T S @0 1 S@ S ) e e wE 5 T A
it T H/O ® Y B @R 7€ w7, fafm faw W g g9 | i s
safasy & fafma e sonfen

5 ':‘*55 -

Partkajars of Debts— T3 0N &1 faawm g1 Sfewn fafroa sifufram & sEn
a1 star 81 THS STIER WU w1 arte 9 s @ e s 2

yur 9 9 B gsht s famra aid ) 59 wEH S |t 9 fewra s €1 el s

fay gorn 33 21 gEeR @H A & e SRt @)

g faawor fet o Fo1 g & 90 °9 st N sft e s v ®

6.7 FUT hT SITRTOT

2

0.

=

F WUl S IR & R faa® gwry o dw oy aa )

4 = st sem ¥ ol fas fon A% @ ww 2R W =T syl ® affem i
#i¢ wfafa = 2 _

4 B < swe ¥ oiR fome fo ¥ B o 3R Y safwn gfngfa @ sifafaa 0w,
1 srfus vall Y =AfFaTa wfayfaar €

3w S HRew W eTarE ¥ ol s fere sof g% T greadT T gen

T & el W Sfrwfed @ 7 @ 5 & ol gri ee an feeht =afam # miw
WA §9 8 37w/ :

Tdl FfEl A1 wE % %3 s foas % % gees W 3 afuesIfEl s wenerssi

a1 gl ® ®9 A fea ol fqefl seafaal 7 ggel # e dea el
-
. 7




dfen wofar & &g 7
7w T T g A A R # e, A s & & el
C2 1 o2 £ Bt B 22 M1 _ _
X HUT F sifisen el Afel o O Fet o wE w ad § @ e 8 R S @
GHTER] &1 T8 1 QraAerdl w1 aie 91 T 9o s ¥ wged) &t e feq w@h
0. NfEm FmEE gR W W\
Hrz SfEm A 1968 F UH E@YIMA g 2 e orgEr T @ wor ok wfasfa w
w2 gfaaes o T 2
12. Particulars of Advances— The Act requires that the publish of a bank
should disclose some minimum information about the particulars of advances
either in the Balance sheet or in a seperate schedule forming part of the Balance
sheet. It is divided into 9 parts.
The total of the first four iiems usuals the total advances which is shown in

the outer columns. The rest items usual further details of the nature of advances.
They are not to be totalled. The prescribed form is given below :— :

(1) Debts considered good in respect of WhICh the Banking company is
fully secured.

(2) Debts considered good in aspect of which the Banking company holds
no other security than the debtors personal security.

(3) Debts considered good secured by the personality liability of one or
more persons in addition to the personal security of the debtors (e.g.
bills discounted and purchased.)

(4) Debts consiered doubtful or bad not provided for.

(5) Debts duly directors or officers of the banking company or any of them
eiter secularly or jointly with any other person.

(6) Debts due by companies or firms in which the directions of the banking
company are interested as directors or members.

(7) Maximum total amount of advances including temporary advance made
at any time during the year to Directors or managers of officers of the
banking company or any of them either 'secular!y or jointly with any
other persons.

(8) Maximum total amount of advances mcludmg temporary advances, e

granted during the year to the companies or firm in which the Directors
of the company are interested as Directors partners or managing agents
or in the case of private companies, as members.

(9) Due from banking companies. '
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Problems1.

When closing the books of a bank on 31.12.1983 you find in the loan ledger
an unsecured balance of Rs. 500,600 in the account of a merchant whose
financial condition is reported to you as had and doubtful. Interest to the same
account amounted to Rs. 50,000 during the year. How would you deal with this
item of interést in 1983 A/c ?

Dhrihg the year 1984 the bank accounts 75 paise in the rupee an account of
the total debt due upto 31.12.1983, prepare the necessary accounts showing the
ultimate effect of the transaction in the 1984 books of account.

Solution : -

While preparing the 1983 accounts the sum of Rs. 50,000 due from the
merchant on account of interest should not be carried to P and L A/c, because its
recovery was doubtful. It should, therefore, be transferred to an interest sus-
pense A/c which would appear as a liability in B/s on 31.12.83.

Merchant's Accounts

Preparation of Merchants A/c

31.12.83  To Balance b/d 5,00,000 By Balance C/d 5,50,000
To Int. Suspense A/c 50,000 : .
5,50,000 5,50,000
1.1.84 To Balance b/d 5,50,000 31.12.84
By cash 4.12.500
Co 75 paise
per Ruee
By Int. Suspense A/c 12,500
By Bad Debt 1.25.C00
5,50,000 5.50,000

Interest Suspence A/c
31.12.83 ToBalanceb/d 50,000 By Merchant A/c 50.000
01.01.84 By Balance
To Merchants

Account 12,500 L/d 5,000
ToP and L 37,500 ‘ '
50,000 50.000
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Hints : :

i Interest amounting to Rs. 50,000 due from customer has been dcbited
to him by crediting interest suspense A/c (and not to interest a/c as its
recovery is doutful) and interest suspense A/c will appear in the liability
side of the B/S.

2. Actual Amount of interest which has been received in cashi.e. Rs. 37,500
i.e. transterred to P and L A/c.

Problem No. 2

The trial balance of United Bank Ltd. as on 30th June, 1984,shows the fol-

lowing balances :

(1) Interest and discount Rs. 45,40,000

(2) Rebate on bills discounted Rs. 4,750
(3) Rebate on bills discounted Rs. 3,37,400

The amount of unexpired discourt as on 30.6.1989 is Rs. 5,560.

Show the necessary adjusting entries and calculate the amount of interest
and discount to be credited P and L A/c.

Solution .
In the Book of United Bank Ltd.
1.7.88 Rebatec on bills discount A/c 4,750
To Interest and discount A/c 4,750
30.6.89 Interest and discount A/c Dr. 5,560
: To Rebate on Bills
Discounted A/c 5.560
S Interest and Discount A/c
1.7.88 To Rebate 1.7.88| By Rebate on Bills 24750
on Bills Discount
discounted ~ 5560
30.6.89| By Cish A/c
ToPand L (Interest and Dis-
A/c (Transfer)| 45,39,790 | -counted occured)
45,45,350 ; 45,45,350
[80 ]
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Problem No. 3

From the following balances of Allahabad Bank as on 31st Dec 1981, pre-:

pare its B/s and P and L A/c.

Share capital
10,000 Shares of

Rs. 100 each

P and L A/c

(1.1.1981)

Deposits :

Current 40,00,000
Fixed 20,00,000
Savings 10,00,000

Investment Reserve

Statutory Reserve
Commission and
Exchange
Interest and
Discount

10,00,000

Rs.

1,00,000

50,000
1,50,000

2,00,000

6,00,000

Cash in hanq and
With Reserve Bank
Investment at cost

- Loans each credit

and overdraft etc.

Management
Expenses

Cash with other-
Bank

Buildings
Preliminary

Expenses
Stamps in hand

‘Rs.

-11,00,000

9,00,000 .

45,00,000

6,00,000

15,00,000

© 4.00,000

40,000
60,000

Provided depreciation on building at 10% p.a. The market value of invest-
ment, on 31st Dec. 1981 is Rs. 8,70 000 particular of advances need not be given.

Answer :

P & L: A/c of Allahabad Bank for the year ended 31st Dec. 1981

Management
Expenses -
Depreciation
Building '
Net Profit

: 6.00.’066 “* Exchange

Interest-and Discount -

40,000
1,60.000

8,00,000

Cornmlssmm and

~ 2,00,000

6,00,000

8,00,000

I
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f

Balance Sheet of Allahabad Banié"

. (as on 31st Dec. 1981)

Capacity Authority Property and Assets
..... Share of Rs. each ‘Cash in hand with ;
. Rs. serve Bank 11,00,000
I_séued. Subscribed’
and paid up capital Cash with other Bank | 15,00,000
10,000 shares of Rs. ' ;

100 éach 10,00,000| Investment at cost - 9,00,000
Reserve Fund (Market value 8,70,000 |
other Reserve '
Investment Advances

Reserve 50,000 Loans cash

Statutory Rs.1,50,000

- Statutory e Credit and

Reserve 32,000 | 2,32,000| Overdraft etc. | 45,00,000
Deposit and other A/c Building . 4,00,000 ' :

Current 40,00,000 Less Dept.. 40,000 | 3,60,000

Fixed 20,00,000 | ‘ 7
Savings 10,00,000 |70,00,000
| Other Assets
Borrowing from other Nil| Preliminary
Other liabilities
P+LA 1,00,000 Expenses 40,000
Current year 1,60,000 Stamps 60,000 | 1,00,000
(—) Statutory -
Receive 32,000
1,28,000 | 2,22,000 :
: " [84.60,000 84,60,000
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6.10 3TvaTd ¥q U

(1) The Just merchants Mr. X and Mr. Y borrowed from the Commercial
Bank Ltd., Simla on 30th June 1979 a sum of 3.00,000 on their joint and several
promissory notes depositing as collateral security, jute value at Rs. 4,00.000.
How will this loan appear in the Bank B/S on 30th June, 1979 ?

They are charged interest at 6 percent per annum with yearly rest, the jute is
‘valued at Rs. 2,98,666 on 30th June, 1981. How will this loan appear in the.
Banks B/S on 30th June 1981 ? : R

(a) If Mr. X becomes insolvent on 30th September, 1980 while Mr. Y
remain solvent. Sk

(b) If both become insolvent on 30th Sept. 80. :

(2) While cﬁlosing the books of a bank on 31st December, 1980, you find in-
the loan ledger an unsecured balance of Rs. 4,00,000 in the account of a mer-
chant, whose financial condition is reported to you as bad and doutful. Interest
on the same account amounted to Rs. 20,000 during the year. How would you

deal with this item of interest in 1980 account ?

During the year 1981 the bank accepts 75 p. as in the rupée on account of
the total debt. Prepare necessary accounts showing ultimate effect of the trans-
actions on 1981 accounts. :

(3) e ¥w foo =1 31 ke, 1981 @ frafefes aeme @ |
The Trial Balance of Indian Bank Ltd. as on 31st Dec. 1981 is as follows: :~

Rs.

Paid up capital : : 20,00,000
Local bills discounted - 18,00,000
Reserve . 7,70,000

_ Cash credit and overdraft : 28,00,000
Unclaimed dividends = 10,000
logne ~ 46,00,000
Current and savings bank deposits - 46,00,000
Fixed deposits aa. & e 40,00,000
Furniture | : _ : .~ 40,000

P. and L. A/c credit 2,20,000

['33 .] :
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Stamps and stationary C . EyihOQ0
Circular notes, L/C and Provision :

For contingency : = 1,70,000
Cash in hand 5,00,000
Cash at Bank ' : 13,00,000
Branch adjustment (Debit) 13,70,000
Loans against up ledgement of customers 5
securities 12,00,000
Investment / ; ' 9,60,000

- Out of the loans, cash credits and overdrafts the bank holds securities (which
are upledged) tor debts amounting to Rs. 52,00,000 and the personal security of
one or more persons for the balance debts (good) due by directors amounted to
Rs. 2,30,000 and the doubtful debts amounted to Rs. 5,70,000. The rebate on
local bills discounted amounted to Rs. 10,000. credit is taken for Rs. 39,900 as
- interest on doubtful debts. Banks acceptances on behalf of customers were Rs.
6,50,000. The directors require the banks investments to be shown in the bal-
ance sheet at market value on 31st December, 1981. Which is Rs. 10,50.000.
Prepare the B/s of the bank as on 31st December 1981.

*ﬂmWm@maﬁm&ﬁmﬁﬁ%m%mszoooooaoa%ma%faq.
uﬁrqﬁmgﬂnmmmm@maﬁmwﬁaﬁaﬁuﬁqﬁ%lmﬁﬁ(a@)
HATSTHh] R 59 2 30000*60aﬂtuﬁmmwooooaolmmwwmm
% AU srara AR 10,000 Fot WiwH WOl W TS B AT 39,900 To Bz iy wA
'gammcmmﬁ%ﬁrﬁ?ﬁmoooosol%@ﬁﬁmﬂﬁvﬁn 1981 W1 AT
& HIER AR JH 10,50,000 o frmm &1 31 fegwar, 1981 aﬁ'&aﬂmﬁqa FATEUI

(4)%aaawh2;aaﬂ=iqmdr§qﬁamﬁamnmﬂﬁtzl.

(5) T ¥% & TmEHM RN w1 wine fea s €2 Sfen frae afufias =
wmwﬁwqfaqmaﬁmmﬁmm%?agmﬁarrﬁﬁﬁ@mml

(6) fr=afafea w feufrt fafaa ‘ |

ﬂﬁ%ﬂﬁﬁﬁm,mmﬂ,mﬁaﬁ,ééﬁ#ﬂl
6.11 UST YEAh '

P 'QT:-’.‘dTl:'{r;" TeRTS= = ?:'Tcr THo THo Y&
iy mmﬁt&ﬁ | Elo THo wHo fHE
4. TeateE TwSS=d THo THo WRYEA
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7.1 gftera
7.2 =Er e @t fageang
7.3  ®HT & W&
7.4 QHTH SWT A @ dd

7.4.1 &g @rar
7.4.2 SHT €T
7.5 @ T TEAT
7.5.1 Y T @rar &1 qFqAT
7.5.2 ©9-gI A= @rar & T
7.5.3 IS W1 &1 THAT
7.5.4 3nfdes faear &1 Jgar
7.6  SEA ST SRET
7.7  Sa" SHT Uiferdl & W
7.7.1 WHIA S{aq giferdr
7.7.2 D ovafy & fog Sfraw =imr aiferd
7.8 Sia smr ® dfw @ AR e

7.8.1 @ @
7.82 3mfdes faeear
7.9  IEEIOT '
7.10 WO
7.11  3ITE 3G WA

'7.12 uUsHa dg

7.0 399

TH IS F1 H&A LA mmﬁmwmmﬁaﬁmmmaﬁaﬁ
W SHER S €I _
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i7.1 o= l

A T e aie @ forms g safedl &1 91 SHE T 99 SR Sl e
B UH @ snfde sifew R Ao s g &/, aﬁmmgmmélwﬁ
mﬁgﬂuﬁwmmmﬁﬁm%

7.2 ﬁ@fﬂaTU;_'(Features)'
e 1 Frafafes faevand ¥ |
(l)aﬁmarﬁwaﬁmmvﬁﬁaﬁ@gwmm%l :
(2) & faw anffe wifesl @ gRam ySM w2
(3) = sifes $ fawo &1 wEE @ 2
(4) =9 e Fifysa gog & <o g e g 81

7.3 ®m & w& (Types of Insurance)
W 9 9 @ YHER H B B,

7..-3 1 | s|T (General Insurance):

& oF=ria Affa s, mwm gefe =, wex <, wRE S, wEE S

zonfe wfmfem € 3 Hﬁ{ﬁaﬁﬁmmﬂﬁﬁﬁlmaﬁw%ﬁ?ﬁﬁaﬁﬁ
3@ =1 gfd = e}

7.3.2 Sitgq star (Life Insurance):

: thﬁmﬁmﬁa@mmélwmﬁmﬁﬁﬁmém
§ T YSH # A 21 eeehel WRaed ¥ Wt HR B fH 1 TSHEHr 8w R

7.4 QT SHT A @ A& (According Records of General Ins. Co.)
[IAM & I F o9 oreifaa wifem @ forg frafafes wEym wE g @
(1) s o g S A g s @ afn w1 50%

(2) gt S & 9w "@EF 100% w0 = 2
%(Accountskmﬁmmﬁaﬁﬁﬁmw Wﬁmwﬁmrmﬁﬂsﬁ%l
(1) ﬁ-’i @rdal (Revenue A/c)

(2) =9 f7 @rmar (Profit and Loss A/c) :

(3) = =1 gaEsE @ (Profit and Loss Appropriatation Account)

(4) anfw fagar (Balance Sheet) :
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(2) S| 9
(l)sﬂ%mmﬁmﬁaﬁamm%‘;am
(@) =& w1 gEER

(b) HHIIE TH= I A

ﬂgﬁﬁmaﬁwaﬁaﬁmﬁﬁwﬁmmﬁt@mﬁmgm
g T # Rk #en J 20% FHeE AT o TR it A R

(¢) a9 =99

(d) eTwr= =OT
'(e)mmaﬁimﬁﬁ

(f) &y 33

(g) Tarw Sifem & fog @1 w94
59 @@ @ W 9 A R W are g
_(|)-ﬂﬁaﬁ'mma‘rf@=rwqﬁh
(2) stfafem s

(3) shfim wifa

(4) =1, enwier o feRaran it

(5) it gffen o e s
(6) = 33

m@ﬁﬁ"To aﬂt"By"?ﬂmm%lm@ﬁﬁsﬁwwmmﬁﬁ?ﬁ%m
Frﬂlmﬁ@%ﬁgmﬁﬁmﬁ{mm%l

e e @ iR enw wif freeE @ wE: Form'B'aﬁt 'C'd R fFA -
%lanﬁiﬁﬁﬁaamtﬁrﬁwm%lm@ﬁaﬂmﬁﬁmw%l. :
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Form—-B
7.5.1. Profit and Loss A/c for the Year Ending :

Taxes on Insurance's profit Rs. | Interest, Dividend and Rent Rs.
Expenses of management (Not related to any fund)
Less 6n Realisation of Less Income Tax —
investment. ,
Depreciation of fund Profit on Realisation
of Investment.
Loss from Revenue A/c Appreciation of Investment
e P/L A/c from Revenue A/c
Other Expenditure Transfer Fee .,
P/L Appreciation A/c Other Income
P/L Appropriation A/c
(Profit) Loss (Rs.)
: Rs. Rs.
7.5.2. Profit and Loss Appropriation :
e Rs. Rs.
Balance of the Previous year (loss) Balance of Previous year
P/L A/C Balance (loss) Less Dividand for
Dividend paid during year. previous year—
Transfer to any fund P/L A/c Balance (Profit)
Balance C/d
(Profit) Balance C/d (Loss)
Rs. : Rs.
: Form-B |
7.5.3. Revenue Account for the Year ended .......... :
Rs. - Rs.

-, 1o Clailr_'ns,Less covered by

Re-insurance.

AT S N

. Reserve for unexpired

risk from previous year.

.[-33“]'
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Reserve Fund.

Investment Reserve Fund
Depreciation Reserve.
P/L Appropriation A/c
Balance of Fund
and Accounts.
Debentures, loans
and Advances -
B/P.
Outstanding Claims
Unclaimed dividend Premium
Received in Advance
Sums due to other Insurance Co.
Contingent liabilities
(in inner column only)

Rs.

Investment house Property
Agent's Balances
Outstanding Premium i

interest, dividend and Rent
Outstanding and Accuring ‘
Less Income Tax. :
Amount due from other
Insurances.

Sundry debters

B/R

.Cash and Bank Balance
Other assets to be specified)

Rs

2. Commission to agent 2. Additional Reserve from
5 previous year
3. Commission on Re- 3. Premium
Insurance Accepted
4. Management Expenses 4. Interest, Dividend and
: * Rents
5. Bad-debt. 5. Commission on Re-
insurance ceded. =
6. Other expenses and losses 6. Other Income !
7. Reserve for unexpired 7. P/L A/C (Loss)
risks (i.e., on policy maturing
in the next year). :
8. Additional reserve. |
9. P/L Alc (Profit) Lioiey = -
Rs. Rs.
: : Form-A
7.5.4. Balance Sheetas on .......... :
: Rs. g
Share Capital -Loans e
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Problem. - 1.

Marine Insurance Co. Ltd. on 31st Dec. 1986.

. Rs.
Premium Less Re-insurance 98,61,000
Commission on Direct business 4,40,000
Commission on Re-insurance ceded 52,000
Lommission on Re-insurance accepted 38,000
Depreciation 64,000
Loss on sale of Investments 1,00,000
Claims paid less Re-insurance 50,00,000
Director's Remuneration 3,00,000
Interest and Dividend (net) not relating to any fund 2,75,000
'Reserve for unexpired risks 1.1.86 78,00,000
Additional Reserve 1.1.86 7,80,000
Claims outstanding 1.1.86 3,78,000
Claims outstanding 31.12.86 4,58,000
Tax deducted on interest and dividends 80,000
Salary 6,40,000

~ Rent and Taxes . 58,000
Postage, Stationary and Telegrams 86,000
Profit and Loss Appropriation A/c 1.1.86 19,50,000
Provisi;:m for Taxation to be made for 1986 6,08,300
Investment Reserve to be increased by 1 50,000

wgﬁ:;é‘rm

The following balances have been extracted from the books of South India

Reserve for unexpired risks to be maintained @ 100% of the net premium
income. Additional reserve of 105 on the said premium is also to be maintained.

+ Draw up the Revenue Account and the Proflt and Loss account and Appro-
pnatlon A/c for the year ended on 31st December 1986.

D ESE— - et o v i bt S e e W TR S el e S T e e
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Solﬁfié;l :

South India Marine Insurance Co. Ltd.

Revenue A/c for the year ended 31st Dec. 1986.

Claims paid less Rs.
Re-insurance 50,40,000
Add. outstanding
at the end. 4.58,000
54,98,000
Less outstanding
at the beginning 3,78,000f 51,20,000
Commission on
Direct Business 4,40,000
on re-insurance 28,000  4,78,000
Expenses of Manage
ment Salaries 6,40,000
Directors -
Remuneration 3,00,000
Rent and Taxes 58,000
Postage etc. 86,000| 10,84,000
General P + L A/c net :
Profit Transferred 9,63,000
Balance of A/c
at the end.
Provision for _
unexpired Risk 98,611,000
Add. Reserve 9,86,000(1,08,17,000
1,84,93,000

Balance of Account at the|

beginning provision for
unexpired risks

Add. Reserve

Premium Received (net)

(less re-ins.)

Commission on

reinsurance ceded

Rs. ;
78.,00,000

7.80,000
98.61,000

k:

72
3

i

' ol

52,000

1,84,93,000

e T
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Profit and Loss Account for the year ended 31::t December, 1986

Loss on of Investments 1,00,000 | Profits from Revenue
(Marine) : | 9,63,900
Depreciation 64,000 :
Interest, Dividend, Rent to

related to any Paricular

fund or A/c
Balance Transferfed to 3,55,000
P and L Appropriaiion
Alc 10,74,900
Less Income Tax 80,000 2,75.000
| 15,38,900 12,38,900
Profit and Loss Appropriation A/c for the year ended 31st Dec. 1986
Investment Reserve 1,560,000 | Balance b/d P and A/c
Provision for Taxation 6,08,300| Net Profit | 1 10,74,900
Balance transferred to B/s 3.16,600 -
: 10,74,900 : : 10,74,900

Problem. - 2.
Fire Insurance
( 3= =fmr)

Assuming that no reserve for unexpired risk is created, prepare Revenue
Account and Balance sheet of Spark Fire Insurance Co. Ltd. on 31st Dec. 1981
from the following : .

Debit Balance

Rs.
‘(1) Reinsurance Premium 69,000

(2) Losses by Fire 4.80,000

PV V-

(2]
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(3)
(4)
(5)
(6)
(7)
(8)
(9)
(10)
(11)
(12)
(13)
(14)
(15)
(16)
(17)
(18)

(1)
(2)
(3)
(4)
(5)

(6)
(7)

(8)

Management Epen sas
Commission

Bad Debts

Shareholders Dividend paid
Mortgages within India
Mortagages out of India
Foreign securities

Railways Debentures and stock

Railways Preference shares

‘Municipal ioan

Bank Deposits
Deposits with Foreign cos.
Deposits with Trustees
Agents and Branch office Balance
Outstanding Premium at Head Office
Cash at Bank

Credit Balance
Premium 2
Losses Reservable under Reinsurance

Profit and Loss Account

General Reserve Fund

Interest and Dividend (of which Rs. 5,000
have not been received)

Capital

Outstanding Fire losses

Outstanding Dividends

1,20,000
1°,79,000
11,000
12,500
1,00,00C
10,000
1,55,000
1,50,000
33,000
17,000
20.000
17,000
11,000
1,05,000
1,500
10,500

7,70,000
60,000
3,500
2,80,000

13.500
2,50,000
63,000
6,500

(3]
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Solution —
Revenue Account
{ Losses by Fire  4,80,000 Rs.| Premium 7,70,000 Rs.
Less Losses recoverable less Re-ins. 69,000
60,000 |4,20,000 7,01,000
Lommission 1.19,000 | Interest and Dividends .
Expenses of Management |1,20,000 8,500
Qutstanding 5,000
Bad Debts 11,000 . :
P and L A/c 44 500 ___13_5_9_9
7,14, 500 7,14,500
P and L Appropriation A/c
Rs.; Rs.
Dividends Balance 12,50C | Balance c/d 3,500
' - P and L A/c 44,500
Transferred to B/S 35,500 :
' 48,000 48,000
Balance Sheet
(as at 31st Dec. 1981)
Capital : Rs. | Loans: Rs.
Reserves or contingency A.|2,50,000 | Mortgages within India 1,00,000
Mortgages out of India 10,000
: Investments :
General Reserve Fund 2,110,000 | Foreign Securities 1,55,000
Rly-Debentures and Stock |1,50,000
P + L. Appon. A/lc | 3,55,000 | Rly- Pref. Shares 33,000
Municipal Loans 17,000
Loans and Advances Dep. with for Cos. 17,000
out standing 63,000 | Dep. with Trustees 11,000
Agent's and Br. office
Balances 1,05,000
: Outstanding Premiums 1,500
Div. losses Interest and Div. outstanding| . 5,000
Outstanding Devidends 6,500 | Cash at Bank on Deposit 20,000
Cash .at Bank | 10,000
Rs. [6,35,000 Rs. [6,35,000
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RA | Siga s 7 1 TEIFHIOT 1956 3o | g3l Sitam smn fmd sifufsam 1956 &
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Sfem &t 9 1 YR w1 e I § - Sed st iR i st

it s oot @ wER

St & T & 37T |1 Yok i Gt S s 21 g
7.7.1 QO Sia= uiferdr

39 giferdt &1 S3are 1 Wifgas sa=ad= 91 9gd §@ AR & se ufy gt
AT FH gog & AR IAAHFIE F & S 2

7.7.2 %5 afy & foaw e o et

T W w1 ufe uw fifrea orafa & ot ¥ W W U o9 W g W, 33 A
fafaal o @ St ot fafy oea &1, S8 W& o B W = G w DT v faifta
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ST T STHETE Ay w afde gfa @1 wfawe (Consideration for Annuities granted)
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................

- Form of Revenue Account Applicable to
REVENUE ACCOUNT OF
IN RESPECT OF

0
.................

Business
within India
Rs.P.

Business
within India
Rs.P.

Claims under Policies (Including provision
far claims due or intimated) less re-insured
By death

. By maturity :
Annuities less re-insurances
Surrender (including surrenders of bonus)
Less re-insurances

Bonuses in cash less re-insurances
Bonuses in reduction of premiums

less re-insurances

Expenses of management

Balance of fund at the end of the year

as shown in the balance sheet

-

Life Insurance Business -
FOR THE YEAR ENDING .............. 19. 7
BUSINESS

Business

within India
Rs.P.

Business
out of India
Rs.P.

Total

Rs.P.

Batance of fund at the beginning of the year
Premiums Iess re msurance

Consideration for Annuities granted less
Re-Insurances ‘
Interest Devidends and Rents

Less Income Tax thereon

Registration fees

Other Income.(to be specified)

~ Less transferred to profit and loss Account
Transferred from Appropriation Account

: T g e

[9;1

———
&




i @ v

Wftdm s T 7 e e v wmiEE w1 siled A fan e wedd
< o |g fagin weenwa 4 gra B sirar §1
7.8.2 e fazar : _ _

W Sfrem siten fmn s sufeds faaar @l wid A 0 G Fvan 1

1. anfefer faear #1 318 HTTIT 21

2. O enfer® fazar & W v faemo w CAA S Anpn aiar § fsnai smfoe
T TR HeA 3R YedAPI 1]e>f faar aar #) | '

3. afdw faga w1 wa Uik A feen snen ®

Form of Balance Sheet Suitable to the
Life Insurance Corporation

Liabilities = Rs. Assets Rs.

1. Capital 1. Loans

2. Reserve of Contingency 2. Investments
Account
Investment Reserve Account ;

3. Balance of Funds and Account-, 3. Agents Balances

- .. Life Insurance funds :

4. Debenture Stock ' 4. Outstanding Premiums

5.~ Loans and Advances ' 5.  Investment devidends and
ot Rents Outstanding

B Bills Payable 6.  Interest, Devidend and Rents
= . Accuring but not due

7.  Estimated liability in respect of 7. Amounts duc from other
outstahding claims whether persons or bodies carrying
due or intimated. : on Insurance Business.

8. Annuities due and unpaid | 8. Sundry Debtors

‘9. Outstanding Dividends 9.  Bills Receivablo

10. bodies carrying on Insurance 10. Cash
businass

11.  Sundry Creditors

12. Other sums owing by Insurer.

13. Contingent liabilities:

e, s b
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Adjustment in Revenue Accou’nt for premiums outstandings :
(1) Premiﬁ"m outstanding A/c Dr.
To premium Alc
(Being outstanding Premium brought into A/c)
(2) Claims covered under Re-insurance- :
Outstanding Debtors A/c Dr.
To claims Alc

-

(Being claims re-coverable under re-insurance received)
(3) Bonus utilized in reduction of premium
.. Bonus in reduction of premium A/c Dr.

To Premum A/c

(Being Bonus utilized in reduction Premium)
(4)" Interest accured or outstanding

Accured or outstanding interest A/c Dr.

To Interest A/c :

(Being accured or outstanding interest brought into account)
(5) - Claims outstanding =

dims A/c Dr.
To Claims outstanding Alc
(Being adjustment of claims outstandmg)
17 9 3qTe 0T

Problem No. 1.

The Revenue of Account of Life Insurance Company shows the fund at the end of the
year 1981 at Rs. 32,26,000, before taking into account the foilowmg items.

" Rs.
et Bonus utilized in reduction of premium : 6,900
2.  Outstanding premium ; 13.500
3 Claims intimated but not admitted 42,300
"4, Interest accurcd on securities : 16,500
‘5. Chaims‘covered under insurance 18,000

Pags the'necessary Journal entries to give effect to the commissions and show the fund
at the end of year 1981 after makmg above adjustments

[991
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Solution of Problem No. 1.

JOURNAL ENTRIES
, & B Dr.
Bonus utilised in Reduction Premium A/c 6,900 6,900
: To Premium A/c 6,900
(Being the Bonus utilised in Reduction of Premiums)
Premium outstanding A/c Dr. 13,500
To Premium A/c » 13,500
(Being outstanding premium brought into A/c) '
Claims A/c Dr. 5 : 42,300
To Claims outstanding A/c 42,300
~(Being the claims intimated admitted)
Accured Interest A/c Dr. 16,500
To Interest A/c 16,500
(Being the interest accured)
Outstanding Debtors A/c Dr. 18,000
" Toclaims A/c ; 18,000
_ (Being claims recoverable under '
~ Re-insurance not received) :
Life iInsurance Fund of A/c
. To claims . 42,300 |- By Balance C/d 32,26,000
o By Premium A/c 6,900
T2 Bonus utilized in reduction By Premium A/c 13,500
of premium : - 6,900 | By Interest A/c 16,500
= ‘ By Claims under
To Balance C/d 32,31,700 | Re-insurance 18,000
32,80,900 32,80,000

Hints : While-caculating the balance of Life fund, we see-

(i Wpether amount outstanding is an expenditure or income.
(i) If it is an income, it would be added in the fund and if expenditure : ability) it

) should be deducted.

: Aocordingly. if 'thq Life Fund Account is prepared, then all liabilities (expenses) are
debited and all gains (or assets) are credited. The difference will show the furd at the close

of the year. = :
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"PROBLEM NO. 2. /

As on December 31, 1983 the Life Fund as per Revenue Account of a Life Insurance-
Corpdration shows a balance of 70,73,000 without taking into consideration the following
items—

1.  Outstanding Premium 63,000
-. ‘2  Bonus utilized in reduction of '
Life Insurance Premium 22,000
3. Claims covered under Re-insurance 94,000
4. Claims intimated but not admitted 2,29,000
5. Interest accured on securities ' 68,000

You are required to calculate the actual fund available as on Dec. 31, 1983 and also
paSa necessary journal entries to give effect to the above-mentioned omissions.

- Solution of Problem No. 2.
CALCULATION OF LIFE INSURANCE FUND.

; Rs.
Balance of Fund on 31-12-83 70,73,000
Befare atljustment |
Less Bonus in reduction— : 32,000
‘Less claims intimated ; 2,29,000 2,51,000
= - ' 68,22,000
‘Add outstanding Premium . ;
- Cléimé\'un_dei' Re-insurance 63,000
,» Interest-Accured — . 94,000
- 3k : 68,000 |  2,25,000
- _Balance of Fund after adjustment | 70,47,000
= JOURNAL ENTRIES
1. Outstanding premium A/c 2 Dr. 63,000 |
To premium Alc \ 63.000
(Bemg adjustment) : '
2. Bonus in reduction of 18 A/c Dr. 22,000
To Premlums Alc ‘ 22,000
(Being Bonus utilized in reduction of premiums)
3. Claims outstanding A/c Dr. 94,000
To claims A/c : '94.000
(Being clanms _recoverable) -

[101 1
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4. Claims Alc
somu1d © Claims intimated but not
omwoadmitted A/c

(Being adjustment of claims intimated)

5. Interest acarued:A/c
To interest A/c

(Being adjustment of interest accrued)

PROBLEMS NO. 3.

Dr.

Dr.

2,29,000

68,000

2,29,000

68,000

The following figure are extracted from the general ledger of the Suchal Assurance Co

Ltd. for the year 1984.

Yoy Livik
“Cash in hand
'Cash at Bank
Life Fund on 1-1-84
‘Share capital

interest accured but
not receivable

lnvestment.reserve
Quistanding premiums
Premiurps less Re-insurance
Loans on sgcurity of policy
Considerafion for
annuities to be granted

British Govt. securities
Annuities due but

not paid

Premiums received -
in Advance
Jevelopment loan
Stamps in hand
Mortgages out of India
Claims by death
Claims by survivance
Mortagage in India
surrenders :
Income tax on profits

e e e

_Hs.
1,900
9,020
55,56,148
1,00,000

69,613

88,000
77,651
3,56,674
4,25,360

11,338
5,69,517

427

576
4,15,000
269
3,94,360
3,37,955
32,226
-9,02,956

37,303

| 8594

(102 ]

Railways shares & Debentures
Interest & divided (less tax)

- Municipal securitics

Fine for revival of policies

Foreign Govt. Bond

Claims announced but

not paid

Book lon,

Annuiiics

Bonus in reduction of premiums

Commission Interest

and devidends to
Shareholders

Expenses of management
Interest outstanding on’
investment

Rs.
P0.42.477
2.23,535
8.50,320
358
1.72,760
76,135
50.000

38,688
195

98/8
40,070

3.700
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You are requircd to make out the Revenue Account of the Company for the year 1984
and the Balance Sheet as on 31st December 1984 from the above figurcs after making
adjustments for the following--

(a) Further Bonus utilised in reduction of Life Insurance Premium Rs. 6,500

(b) Claums covered under Re-insurance Rs. 27,000

The Suchal Life Assurance Co. Ltd.

Revence Account for the year ending 31st December 1984

, Rs. Rs.
Claims under policies
less Re-insurance Balance of Life Fund
By death 3.37,955 on 1-1-84 54,56,148
By maturity 30,226 Premiums
3,70,181 less'Re-insurance 3.62,174
Leoss Insurance 20,000 2,43,181' Consideration for
| annuities granted 11.388
Annuitics 38,688 | Interest devidend
Surrender including Less income tax 223535
Surrender of Bonus - 37,303 | Revival fees 358
-'Deviq:end to
share-holders 9,878
‘Bonus in reduction
of premiums 17,656
Commissions ¥ 11417
Management expenses 40,070
Income tax 8,594
Balance of Life Fund
" transferred to
‘Balance sheet 56,46,766
| 61.53,553 5153535
T —— - ——

Y.
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“The Suchal Life Assurance Co. Ltd.

Balance Sheet as on 31st December, 1984

Liabilities Rs. | Assets : Rs.
Share capital 1,00,000 | Loans on Mortage in India 9,02.056
Life Fund ’ 56,46,766 | Loans on Mortage out
Investment Reserve 88,000 [ of India 3.94,360
Outstanding claims Loans on politics 4.25517
i.e. Claims not paid 76,135 | Investments
Annuities due not British Govt. Security 5,69,517
Paid 427 | Foreign Govt. Security 1,72,760
Bank loan 50,000 Munici_pal Securities 8,50,320
Premium received Development loans 4,15,000
" 'in advances 575 | Railways shares &
Debentures 20,42,477
Outstanding premium 71651
Amount due from other
Insurance Companies
i.e.Re-insurance claims 27,000
Interest dividend outstanding 3,700
Interest accuring but not due| 69,613
Stamps in hand 269
Cash in hand 1,900
Cash in Bank 9,020
59,61,903 59,61,903
7.10 @R

aﬁmwﬁ%mﬁagﬁam@ﬁqm 9 ' @rar, #nw ety fEe
amafﬁmﬁ(amﬁq@ﬁa%mﬁﬁﬂﬂﬁwmvﬂw%mﬁwxwwmaﬂmmﬂ
® @1 SfEe d w e @i

Mk#
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: 1. From the fol!owang particulars you-are Required to prepare five revenue Account, for
" the year endmg 31st Dec. 1986.

ﬁh‘.

. i -

Claims paid _ 14,80,000 | Commission : 2,00,000
. Claims outstanding'on' 1.1.86 ‘ ' 40,000 Commission on
2 Re-insurance ceded 10,000
_ : Commission on Re-
Claims intimated but _insurance accepted 5,000
accepted on 31.12.85 10,000 = _
: ; | ' Management Expenses /3,05,000
Ciaims intimated and accepted : Provision for unexpired risk
But not paid on 31.12.86 60,000 | on1.1.86 4,00,000
Add. Prov. for unexpired risk| 20,000
Premium Received 1,20.000 :
: Bonus in Reduction of
I’%e-insur;ancé Premium 1.20,000 | Premiums 1,20,000

You are required to provide for addatlonal Reserve for unexplred nsks at 1% of the et
Premium in addition to the opening balance. ‘

: ~ 2. The Indian Marine Insurance Co. Ltd. does only Manne Insurance busmess The
tollowm are the balances m the books as on 31st December, 1990.

Rs.

Marine Insurance Fuhd ont 10 ‘ i 4,80,000

~ Premium less reinsurancy : = 16,00,000
Interest, Dividend and,'Rent IL;:,s Income Ta)g- L 14,000
e - 11,00,000
Commissian : ' F 84,000
Expenses of Management ‘ - ey, S5 25,000

_ Share Capital (10.000 shares) - - = 1,00,000
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)

Rs.

. Outstanding claims ' 1,40,000
Govérment Securities ‘ _ 2,00,000
' Deposits with Reserve Bank : * 2,00,000
Marketable stock and Shares . 1,80,000 ‘
Premises 3,70,000
Cash in hand i 15,000
CashatBank ' . 80,000
P and L. A/c (Dv.) ‘- : 80,000

The Reserve for-unexpired risks is to be calculated at 00% of net premium each year
and Rs. 75,000 to be allocated for additional reserve as on 31.12.90 prepare Revenue Ac-
count and Profit and Loss A/c year ended 31st December 1990; in proper form.

3.mmmaammyﬁ%?wnvmza%ﬁmqw&ﬁﬁ@%ﬁmw
eaFEeT &7

-3 mmﬁmwmﬁmumﬁﬁqmﬁmmﬁ%mﬁhﬁm
F1 571 =fsa)

5. faafafas o afva qe fafec

6. Prepare Revenue Account and Balance sheet from the following Balance in the books
of the new Allahabad Life Insurance Mutual Society Limited as on December 31st 1984.

(] TemETETaTR, St e e drered fefade # Frefeian g @ s
31 fewm 1984 & foq =g @ eiv faear sEw))

Rs.

Life Insurance fund at January 1st, 1984 :
(1 SFa{, 1948 1 SiEq st wos) . 1,80,000
7 Leasehold Ground Rents (&9 s faran) Gt 300
: Surrenders (‘Fmﬁ'UT) e ‘ 2,100
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T e T T l %3
Annuities (aTf¥aT) : 625
Indian Government Securities : :
(va TR F wfagfaar) | 15,000
Interest and dividends received : :
(=F SR ST ) ' - s 6500
Loans on Company's policy : ' |
(Fer afferet F1 F) ‘ 14,000
Cash at Bank (§% #® &%) -~ 2250
Mortgages on property (F=afa =1 389) ' ' 40,000
Debts due by the Company

(T GRT SR ) : 60
Interest due not received :
(ST SIS WIS el g3I) ' 2,850
Building (¥a4) : : oo 1,300
‘Mortgages on Rates (329 W =) 60,000
Expenses of management (994 % =39) 1,850

Bonuses of Policy-holders

(diferet gIest &1 §F9) 750
Consideration for annuities’ granted ‘

(SHfa arifdst & fau gfawer) ' : 700
Claims admitted but not yet paid B S
(B8 TEHd gL W PTAE T8 §3) ; 725
Claims paid (%@ &1 JTEH) - o A0 2444000
Commission (FHIIE) - | = ' 1,350
Railway Debentures (&S oTad) : 57,500
Premiums ( sitfaam) ' : : 23,000
Reserve fund (ftsd %ve) ' _ 7,500
Outstanding Premiums (==Frar itfaas) = : =

& S
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Question- 1. Draw Balance Sheet and Revenue Account for the following Trial Bal-

ance of the Active Life Insurance Company

(hﬂfﬂf@ﬁwnmﬁaﬁ@mmiﬁqm afzfa?faaal%ﬁnaﬂ)
Trial Balance, Year Ending December, 31, 1976

Primiums ( 9if#rqe) :
Interest and Dividends (#ATS1 TA 19131)
Cash at Bankers (== & qrd 'ﬂH-Tc:)
Claims (&)
Mortgages on Property within India
(YA w1 TEfa )
Policies Surrendered (WiferEfl a1 smiydm)
Mortgages on Life Interests and
Resersions ( Sfia=Kfad &1 @4)
. Outstanding premiums
(=T WfETs)
Rent Charges purchased
(3 T =)
Outstanding Interest (=11 =TS )
Expenses of Management
(WTHHRT T )
Clanms outstandmg (S ]9)
Funds at the Begmnnng of the year
(FH F IE H ‘F‘Té')
~ Creditors (_rl?rofri)
_ t Banu'ses‘in Reduction of Rremium
BT e | wrY) e
' Mortages on Rates (X TR a=+1% )
House Property (HehTH. Twafy)
Loans on policies (ﬁﬁwﬁ 9T ‘éF\“rf)
: _'Governmem securities .
- (FTRl wfayfaar) :
~Railway Debentures (T&T@ H7T99)

Dr.
Rs.

10,000
1,05,000

3.00.000
7.000

70,000

4,000

30,000

20,000

10,000

70,000
4,15,500
10,000
120,000

- 40,000

20,000

i
Rs.
1.,50,000
75,000

5.000

10,000,000

1,500

12,31,500

- 12,31,500
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8.9.1 JOURNAL ENTRIES :
(a) For the amount spent on purchase of a new asset.
(S wEfe #a ® T g i ) ® fo)
Replacement A/c Dr.
to cash/Bank A/c
(Being the amount spent)
(b) For the sale of old materials/machines.
cash/Bank A/c Dr.
To Replacement A/c

(Being the amount of sale of materials
(€)  For the allocation of amount between revenue and capital
Revenue A/c Dr.
Capital A.c Dr.
To Replacement A/c
(Being the revenue and capital charges)
(d) For the value of old materials used in the construction.
work/Asset A/c Dr.
To Replacement A/c
(Being the amount of materials used)

8.10 IquEIuT

Example 1.

+(@) The original cost of a powerhouse was Rs. 5,00,000 which is to be replaced by a
new one. The cost of a new one is Rs. 15,00,000. But the estimated cost of original one
(same size) is Rs. 8,00,000. Ascertain the amount to be charged to Revenue and capital.

(b) What amount should be charged to Revenue and capital if material is used for
Rs. 15,000 and sale proceeds of the old materials are Rs. 10,000 ? Should three be any
difference in capital charge between the séle and re-use of old materials.

Show also the necessary ledger accounts.

(31)q%ﬁaaﬁm?ﬁmaﬁwms,oo,oooao%ﬁﬁ@:mﬂﬁam%‘nﬁm

! | 15,000 Be ? frg I R # sHIRE T (S s 1) 8,00,900 &1 319
Ffran #ifoe f5 et & W ol o0 S Rarh s :
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(R) @ H A @ e fad

ST, TR 15,000 To Y G |rEIt w1 YA WA

et T SR 10,000 o F AR = WY T St @ W WE WS T@WM? TR
STEYAE @il St =

Solution of Example—1.

(a)

(11)

(b)

(1) Revenue charges

Estimated cost of replacement of the Original Power house Rs. 8,00,000

Capital charges

Total cost of the construction of a new one I1s
Less - estimated cost of replacement
Capital charge

(i) Revenue charge
Estimated cost of Replacement

Less : cost of re-used materials . 15,000
Sales proceeds old materials 10,000
25,000

Net Revenue charge

Capital charge to be calculated as under
Total cost of new construction—

Less : estimated cost of

replacement of old one

Ledger of Example No. -1.

in the work of
Power House Account

Dr.
" Rs.
To Balance U/d - 5,00,000 By Balance
Cid
To Bank Alc 6,85,000

(7.00.000- 15,000)

Rs.
15,00,000
8,00,000
7,00,000

Rs. 8,00,000

25,000
7,75,000

15,00,000

8.00,000
7,00,000

G
Rs.

12,00,00Q

-[ 15 1
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eI @A WoTTe!

To Réplabement St
Alc 15,000
(Old materials used)

. : 12,00,000 ‘ 1,00,000 ~

To Balance U/d 12,00,000 |
: : Replacement Accdunt
Dr. Cr.

: ‘ , Rs. - Rs.
To Bank A/c cost ‘ 8,00,000 By power House A/c (old 15,000
of replacement materials used) =

' By bank A/c (sale ; 10,000
of old materials
By Revenue A/c 7,75,000

8,00,000 8,00,000

Example No. -2. .

An electricity company laid down a main at a cost of Rs. 50,000 some year later the
company laid down an auxilliary main for 8/5th of the length of the old main at a cost of Rs.
15,000. It also replaced the cost of the length of the old main at a cost of Rs. 60,000. The
cost of materials and labour has gone up by 20% sale of old materials realised.Rs. 800 only.
Old materials valued at Rs. 1,000 were used in renewal and those valued at Rs. 500
were also used in the construction of the auxiliary main. Givew the Entries and show the

palculation_

Q%‘f"amr—ﬁam-—ﬁﬁ@ﬁ?so.ooovoﬁmw-'mlaﬁwmmﬁ@

- FEEE AT WA BF HI /5 T 9T T 15,000 Fo U TTAI FTHA IE BT H 60,000 Fo

H1 T " YA Tonfaw fEREn 59 e 99 IR wh % 9o ) 20 wfaeid w5 gfie ® o
U T A " 000 Fo WIS §HATI 1,000 To T WLl &1 WM Y9 I G foman man
qul SO0 To T FATT HeTAH WA W fwa wan gEE wfaie Qe qen §5ft 3R By
feam feaed|

Solution of Example No. 2

Capital change to be calculated as under

Extention cost of auxiliary main ' Rs. 15,000
Add amount of oid
materials used . : 500 15,500
Cost of Replacement of old main _ 60,000
Add. Amount of old materials | 1,000
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Less :'Eﬁrﬁétéd'burrent cost of ﬁrotion
replacement in original position
Original cost = 50,000 x 4/5

Add 20% increase

Revenue charge

Estimated current cost of Replacement
Less : amount of old materials used

~ in newal

- in auxiliary line

Less : sale.proceeds of old materials

40,000
8,000

28,000

48,000

1,000
500

13,000
28,500

1500

46,500

800

45,700

Note : It has been assumed that the costs which are given in problem are cash cost that

is it, does not include cost of old used material.

_ Journal 'Entries
Main Alc Dr.

Replacgment A/c Dr.
To Bank A/c

(15,000 + 60,000)

(Being cash spent on the

mains amounting to

Rs. 75,000 including

Rs. 48,000 for current cost

Replacement) &

Main A/c : Dr.
To Replacement A/c ;

(UId materials used in

auxiliary main and

aisc unconstrugtion)

Bank A/c - e = ro e e Dr.
To Replacement A/c s

of old materials)

O T Tun SIS ey e

o 2 -

Rs.
27,000
48,000

1,500

800

Rs.
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Revenue Alc : = Dr. i0'1209 1119'45,700
. To Replacement a/c

(Being net Current cost

of replacement transferred)

45,700

Example No. 3

Ahmedabad Railway station is to be rebuilt and required a cash outlay of Rs. 29,00.000.
The original cost was Rs. 6,50,500 and it is estimated that the station would cost Rs. 24.00.000
to replace as it stands. In addition materials to the value of Rs. 75,000 were taken up from
the original station and Rs. 50,000 were realised from the sale of scap. Pass necessary
journal entries for the above and show the amount to be charged to capital and to Revenue.

sENEEIR t@d VYA & gA: fmin fma s @ fems fem 29 00000 e w0
3i-49 4T T TR IRITE 7,20,000 o eft 3R F€ 3= @ T b fammm w@er
&1 9T W T 24,00,000 Fo Bl TR ARG 75,000 To T & HEA H WM A
YE 8 9T B T SR 30,000 Fo SR WM ® Wi gul

STF HATERl & e se & svavas @@ wifsw ve 7w it feeerse fw fea ofe
ISt 7 s wE feat ufer s ar s

Solution of example No. 3

Calculation of capital expenditure

Rs.

Actual expenditure 29,00.000

Less : Cost of Replacement 24,00,000

Capital expenditure 5,00,000

Revenue expenditure : :

(24,00,000 - (50,000 + 75,000)

= 22,75,000 Revenue expenditure :
Journal. Entries
Dr. Rs.  Rs.

Bank A/c Dr. 50,000
To Replacement Alc - : 50,000
(Being sale proceeds)
Neworks Alc = | Dr. 75.000
To Replacement A/c : 75,000
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(Being value of old

materials used)

Replacement A/c . Dr. 24,00,000
New work A/c ‘ Dr. 4,25,000
- To Bank 28,25,000
(Being amount spent)
8.11 WRiyr o
mmmﬁémﬁm,mﬁ@ iﬁqmaaﬂmmw
R F SR R o
8.12 ¥R B WA
1.  What is Double Account system ? Explain the main features of the
system. | : ;
2. Explain the advantages and « -~.advantages of Double Accéunt
system. . Sy
3. Distinguish between Double account system and Single Accolnt
system. :
4. Write short notes on- .
5. A compnay wants to create a Repairs and Renewal Reserve account
by transferring Rs. 1,000 every year from Revenue account. Foliowing
are the amount of replairs and renewals during the period of second .
~and third years. (i) Rs. 375 and Rs. 450. Pass the necessary entrios and.
open Repairs account and Repairs and Renewals Reserve account. =
Hints : We will open a Repairs and Renewals reserve account. This A/c wijl be
created by the fixed amount and Debited by the actual amoun: ol Res
pair of the particular a year. The Balance will be shown in the Lability
side of B/s. G
6. The directors of Bihar Electric Ltd. decided to replace this existing. ma-

chinery by one with double capacity and power. The old machinery was
obtained at a cost of Rs. 90,000 and the old machinery would realise
Rs. 10,000. :

You are require to allocate cost of Rs. 90.000 between capitai and Revy-
enue and give entries.
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