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ASSOCIATESHIP EXAMINATION
LIFE ASSURANCE FINANCE
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Answer EIGHT questions only. Question ONE carries 16 marks but this is not
compulsory All other questions carry 12 marks each.
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Following Balances appear in the books of Seven Star Life Insurance Company
Ltd. as at 31-03-2010. Prepare Revenue Account and Balance Sheet as per
forms prescribed under Insurance Act 1938.
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(Rs. 000»)
Head of Account (Debit) (Credit)
Rs. Rs.
Agents Balances 24,200 -
Advances to Employees 1,800
Advance Income Tax 3,200
Annuities 3,730 -
Annuities Due and unpaid - 1,550
Bonus in cash 800 -
Cash and Bank Balances 7,250
Claims by death ' 22,520 -
Claims by maturity 39,170 -
Commission to Agents 6,230 -
Commission on Reinsurance ceded - 527
Consideration for Annuities (Granted) - 9,200
Cash in transit Insurance 180 -
Expenses of Management 2,990 -
Furniture and Fixtures 7,160 -
First year Premium - 52,800
House Property 29,200 -
Investments in Approved Securities 9,20,300 -
Interest, Dividend and Rent - 57,800
Loan on Policies 39,510 -
Loan on Mortgage 830 -
Life Fund - 8,31,646
Motor Cars 7,200 -
Outstanding Claims - Death - 4,530
Ontstanding Claims Maturity - 13,390
Old outstanding Claims written back - 4,112
Profit on sale of Assets - 925
Policy Deposits - 23,100
Renewal Premium - 96,250
Reinsurance Premium Ceded 1,712 -
Salaries 6,315 -
Share Capital - 35,000
Sundry Debtors 3,133 -
Surrenders 1,230 -
Sundry Deposits 2,170 -
Total : - 11,30,830 11,30,830
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Following Adjustments are to be considered :- (Rs. 000"
1)  Provide Depreciation on: Rs.
- House Property 590
- Motor Car 1,440
- Furniture and Fixtures 286
2) Provide forI. Tax 3,280
3) Provide for o/s Commission 124
4)  Provide o/s Expenses of management 59
5)  Transfer for Reserve for Bad & Doubtful Debts 103
6) Prepaid Rent 20
7) RentReceived in Advance 70
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2. a) Giveabrief description about Re-insurance ceded and Re-insurance 4
accepted.
b) Pass necessary journal entries in the books of M/s Ram and Company. 8

D  Ramhas drawn Rs.6,000 for personal use.
) Amount of Rs.8,000 paid for purchase of furniture but wrongly
debited to Repairs and Maintenance - pass rectification entry.
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i) Rs.20,000 paid to M/s A and Co. in full and final settlement of their

bill for Rs.22,000.
iv) Depreciation at the rate of 5% is to be provided for on Motor Car -

value Rs.7,00,000
v)  Outof total rent paid Rs.20,000, Rs.4,000 is for next financial year.
vi) Provide for salary payable to Mr. X Rs.12,000.
vii) Bank has debited Bank Charges of Rs.57
viii) Rs.10,000 paid to Mr. Y on account of advance for painting.
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3. BankReconciliation :-

a) Statedifference between : 3
'Demand Draft' and 'Overdraft'
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b) The Cash Book of Zee Ltd showed balance of Rs.28,000 Dr. as on 9
31.3.2010. On scrutiny of Bank Statement, following descrepencies were
found. Prepare Bank Reconciliation Statement:

)  Bankdebited bank charges Rs.128 yet to be recorded in Cash Book.

i)  Cheque of Rs.25,000 deposited on 28.3.10 was credited by bank
on 5th April 2010.

i) Cheque of Rs.3000 credited by bank now dishonoured.

iv) InterestonF. D. directly credited by Bank Rs.310.

v) Telephone bill of Rs.4,100 settled by bank as per standing
instructions, yet to be recorded in Books.

vi) M/s Shyam & Co. transferred Rs.3,990 to Bank in settlement of
their Bill.

vii) Cheque of Rs.1,530 deposited in bank and realised was wrongly
entered in Cash Book as Rs.5,130.

viii) Cheques issued for Rs.9130 not yet presented for payment.
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Distinguish between: ‘ = 4 each

D  Internal Control and Internal Audit.

i) Capital Expenditure and Revenue Expenditure.

i) Cum-Dividend/Interest on Investment and Ex-Dividend/Interest op :
Investments

fAefefed o bt fewfimr fafae - (T & 3 3(%)
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i) Sfta &t fafy

i) WSO @

iv)  Sehrar I
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Write short notes on the following: 3 each

)

i)
iii)
iv)

)
i
i)

Deferred Revenue Expenditure
Life Assurance Fund

Inflation Accounting
Outstanding Premium.

Sfreeltar s &t & o W W S ) (YT & 4 3F)
Hedish YR T TH Gl ool fafaw|
o1 {3 YHR & &id 37

Write the difference between life Assurance and other form of Assurances. 4 each
Write a brief note on Valuation Surplus.
What are the types of budget.?

faftm Shtam st aisre & favg & Hev § saRw (97 3 4 3i%)
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Discuss briefly about various Life Insurance Plans. 4 each
Write salient points of Section 27A of the Insurance Act, 1938.

Write about four types of deductions permissible under Chapter VI A of

the Income Tax Act, 1961.
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8.  Write the formulae and significance of the following ratios : 2 each

i)  CurrentRatio

ii)  Overall Expenses Ratio

i) Conservation Ratio

iv) Debt-Equity Ratio

v)  Asset Turnover Ratio and

vi) Average First Premium per 1000 Sum Assured.
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8,09,400 8,09,400
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From the following Trial Balance of Shri Ganesh prepare trading and profit and 12
loss account for the year ending on 31st March 2010 and balance Sheet as on

that date after taking into consideration the adjustments given at the end of the

Trial Balance as on 315t March, 2010

Particulars Debit Credit
Rs. Rs.
Sales - 7,40,000
Purchases (adjusted) 6,99,200 -
Wages 900 -
Capital Account - 48,500
Insurance 300 -
Carriage inward 400 -
Carriage outward 500 -
Lighting 600 -
Rates and Insurance (including premium paid 400 -
of Rs.300 p.a. paid upto 30th June 2010)
Stock at 31.3.2010 61,250 -
Discount earned - 600
Buildings 30,000 -
Cash in Hand and at Bank 1,750
Discount allowed 100 -
Debtors and Creditors 6,000 20,000
Furniture : 8,000 -
Dividend Received - 300

8,09,400 8,09,400

Adjustments:

i)  Depreciate Building by 5% and Fumniture by 20%.

i) Sales as shown in the Trial Balance include the sale of old furniture of
Rs.200 at book value on 1st April 2009.

i) The Manager isto getacommissionof %" on the net profit after charging
his commission.
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Write short notes on Contingent Liabilities. 3 each
Distinguish between internal audit and external audit ‘
Write briefly about fundamental accounting assumptions.

What types of errors that could lead to non-tallying of Trial Balance.



