ROYALTY ACCOUNTS
1. Fixed Recoupment
Prepare an analysis table from following details:

Royalty payable = 50 ps. Per ton of output; Minimum Rent Rs. 7,500 p.a.; right of recoupment of short workings= upto 3 years; output during the first 3 years=10,000, 14,000, 18,000 tons respectively.

2. Without minimum Rent account under Fixed Recoupment
Jyothi Mining Company is engaged in working a coal mine. On January 1, 1998 it entered into an agreement with the owner of the land which provided for;
i. A royalty of Rs.20 per ton of coal raised
ii. A minimum rent of rs.50,000 per annum

iii. The recovery of short workings within a period of first 3 years

The output during the First 5 years was;
	Years
	Output (Tons)

	1998
	2000 Tons

	1999
	2250 Tons

	2000
	3,000 Tons

	2001
	38000 Tons

	2002
	5000 Tons


The amounts due to landlord in respect of each year were paid at the end of the year.
Journalise the transactions and prepare (a) Royalties A/c (b) Short working A/c. and (c) Land A/c. in the books of the Jyothi Mining Comopany
3. The Karnataka Minerals Ltd. acquired a lease from a landlord for the purpose of extracting ore. It was agreed that the company should, pay Rs.12 per ton of ore raised subject to a minimum rent of Rs.36,000 a year and that the short working could be recouped in the first 3 years. The output raised for the first 4 years was:
	Years
	Output (Tons)

	1998
	1750 Tons

	1999
	2750 Tons

	2000
	3750 Tons

	2001
	4750 Tons


Write up Journal entries of the Royalties A/c., Short working A/c. & Landlord A/c. 

4. Dhanabad Coal Company Ltd., took a lease of a mine on a royalty of Re.1 per ton of coal raised. The dead rent being Rs.60000 p.a. Right to recoup short workings within a period of 5 years. The output for First five years was as follows:
	Years
	Output (Tons)

	I
	20,000 Tons

	II
	68,000 Tons

	III
	1,60,000 Tons

	IV
	2,40,000 Tons

	V
	2,40,000 Tons


Pass necessary journal entries in the books of Dhanabad Coal Company.

5. Mr. Ajith has patent of safety locks. He gave the right of manufacture and sale of lock to National Traders for 14 years on the following terms:
Royalty will be @ Rs.5 on each lock sold and minimum rent is Rs.1,00,000 per year. Accounts are closed on 31st December every year. Sales of locks are as follows:
	years
	2000
	2001
	2002
	2003

	No. of locks sold
	16,000
	18,000
	22,000
	36,000


Open the necessary accounts in the books of National Traders, if the amount of royalty is less than minimum rent, the deficit which is known as short comings can be recouped in the following two years of the year of deficit.

6. X owned certain patent rights. He granted a License to Y to use such rights on Royalty basis. The  following are the relevant particulars:
	Year
	Year Minimum Rent
	Output Royalty Earned

	1995
	3,750
	2,500

	1996
	5,000
	4,000

	1997
	6,250
	4,500


The deficiency of any one year is to be set off against excess payable within next two years. Give journal entries in the books of Y.

7. Mr. Gupta wrote a book and got it published with National Publishers on the following terms:
a. Royalties would be 15% of the Sale proceeds of each year.

b. Minimum payment of Rs.10,000 p.a.

c. Gupta to revise the book when requested by the publishers and submit the revised edition within 6 months of the request. If Gupta delays beyond 6 months, he has to pay National Publishers at Rs.500 per month for the period of delay, further in the year of delay, minimum payment was not to apply.

The number of copies sold and sale price of each copy were as follows:
	Year
	No. of copies sold
	Sale price of each copy (Rs)

	2005
	2,000
	20

	2006
	4,000
	20

	2007
	2,000
	25



At the end of 2002, Mr. Gupta was requested to revise the book. The revised manuscript reached the publisher on 1st October 2003. Give Journal entries in the books of National Publishers.

8. Mr. Ram Rao took a mine on lease on 1.1.2001. Royalty is paid half yearly at 50 paise per ton. Minimum rent is Rs.6000 p.a. Each year’s short working can be recouped in the first three years of the lease. Following are the yields:
	Year
	Production(Tons)

	2001 upto 30th June
	4,000

	2001 upto 31st December
	7,000

	2002 upto 30th June
	6,200

	2002 upto 31st December
	5,000

	2003 upto 30th June
	8,000

	2003 upto 31st December
	5,000


Prepare (a) Royalties A/c (b) Short working A/c. and (c) Landlord A/c. in the books of Mr. Rama Rao.
9. On 1st January 1993 Karnataka Collieries leased out some land for a minimum rent of Rs.3000 for the 1st year, Rs.5000 in the 2nd year and thereafter Rs.10,000 p.a. merged into a royalty of Re.0.50 per ton with power to recoup shortworking over two years after occurring the short working. The annual output for the 5 years ending are:

	Years
	Output (Tons)

	1993
	3,000 Tons

	1994
	8,600 Tons

	1995
	22,000 Tons

	1996
	28,000 Tons

	1997
	30,000 Tons


Pass the necessary entries and prepare the ledger accounts in the books of Karnataka Collieries under minimum rent method.
10. Gokul Mines Company took a lease from a landlord for a period of 10 years from 1st January, 1990 on a royalty of Rs.5 per ton of coal raised with a dead rent of Rs.20,000 and power to recoup shortworking during the first four year of the lease.
The annual output was as follows:

	Years
	Output (Tons)

	1990
	2,000 Tons

	1991
	3,000 Tons

	1992
	4,000 Tons

	1993
	4,500 Tons

	1994
	5,000 Tons


Prepare (a) Dead Rent A/c., (b) Royalties A/c., (c) Shortworking A/c. & (d) Landlord A/c. in the books of Gokul Mines Co.
11. Mysore Mining Company took a mine on lease for a period of 20 years, at a royalty of Re.1 per ton. The minimum rent was fixed at Rs.4,000 for the first year, Rs.6000 for the second year and Rs.8000 per year thereafter. Shortworking of any year could be recouped within the life time of the lease. The production for the first five years was as follows:
	Year
	1
	2
	3
	4
	5

	Production (in Tons)
	2,000
	4,500
	6,000
	9,000
	12,000


Prepare (a) Minimum Rent A/c., (b) Royalty A/c., (c) Shortworking A/c. & (d) Landlord A/c. in the books of Mysore Mines Co.

12. Bengal Coal Ltd. leased a colliery from shankar at a royalty of Rs.1.50 per ton of coal raised with a minimum rent of Rs.10,000 p.a. Each year’s excess of minimum rent over actual royalties is recoverable out of royalties of next five years. In the event of a strike the minimum rent not being reached, the lease provided that the actual royalties earned all the rental obligation for the year. The output of the colliery for the first seven years was as follows:
	Year
	Production (Tons)

	1993
	Nil

	1994
	3,000

	1995
	4,000

	1996
	6,000

	1997
	8,000

	1998
	4,000

	1999
	10,000










Write up Minimum Rent A/c., Royalties A/c., Shortworking A/c. & Shankar’s A/c. in the books of Bengal Coal Limited.

13. The Bombay Colliery Co. are lessees of a mine at a dead rent of Rs.2,000p.a., merging into royalty of 50 paise per ton. Dead rent paid in excess of actual royalties, is recoverable during the next five years succeeding the year in respect of which such excess was paid. In the event of a strike, if the actual royalty was less than the dead rent, it was to discharge all rental obligation. The first year in respect of which the dead rent was payable, expired on the 31st December 1990. The excess paid in respect of the first year was Rs.2,000; of the second year Rs.1,450; and of the third year Rs.350. The fourth year the actual royalties amounted to Rs.2,750 in the fifth year to Rs.3,250 in the sixth year to Rs.3,600 and in the seventh year (in consequence of strike) to Rs.1,850 only. Pass the journal entries in the books of Bombay Collie Co. and prepare ledger accounts.
14. Bihar Coal Company undertook some coal bearing from Mr. Gupta at a royalty of Re.1 per ton with a minimum rent of Rs.17,000 p.a. Each years excess of minimum rent over actual royalties were recoverable during the subsequent three years. The lease, however, stipulated that in any year the minimum rent was not attained due to strike, the minimum rent was to be regarded as having been reduced proportionately having regard to the length of the stoppage. The output was as follows:

	Year
	Production (Tons)

	1995
	2,000

	1996
	14,000

	1997
	19,000

	1998
	23,000

	1999
	15,000

	2000
	25,000



Prepare Royalties A/c., Shortworkings A/c. & Mr. Gupta’s A/c. in the books of Bihar Coal Company.

15. Ramesh wrote a book on Financial Accounting and got it published with Himalaya Publishing House on the terms that royalties will be paid at Rs.5 per copy sold, subject to a minimum rent of Rs.15,000 p.a., with a right of recoupment of shortworkings over the first four years of the royalty agreement. The details are as under:
	Years
	No. of copies printed
	No. of copies in closing stock

	1996
	1,500
	100

	1997
	2,000
	200

	1998
	3,000
	300

	1999
	4,000
	400

	2000
	5,000
	500


Prepare Minimum Rent A/c., Royalties A/c., Shortworkings A/c. & Ramesh’s A/c. in the books of Himalaya Publishing House.
16. Amar obtained from Bhaskar a lease of some coal bearing land on 1st January 1995, the terms being a royalty of Rs.4 per ton of coal raised subject to minimum rent of Rs.20,000 per annum with a right of recoupment of shortworkings over the first four years of the lease. The following are the relevant particulars:
	Years
	Sales (Tons)
	Closing Stock (Tons)

	1995
	2,200
	300

	1996
	3,300
	500

	1997
	4,800
	600

	1998
	6,000
	700

	1999
	7,000
	800


You are required to prepare necessary ledger accounts to record the above royalty transactions in the books of Amir.
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