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PART A — (10 X 1 = 10 marks)

Answer ALL questions.

Choose the correct answer :

1. . Loss incurred on sale of investment 1s debited to
(a) Profit Loss alc (b) General reserve

(¢) Reserve fund (d) None



The rate of discount on jesue of share cannot
exceed .

(a) 5% ) (b) 10%

@© 15% (d) 20%

Debenture can be issued at
(a) Par value (L) Premium value

(¢) Discount value (d) All the above

When the debentures are cancelled, any profit on
cancellation is transferred to

(a) Profit and lossa/c (b) General reserve

(c) Capital reserve (d) Revenue reserve

Pre incorporation profit is taken as
(a) Capital (b) Revenue

(¢) Gross (d) Net

Profit earned before incorporation of company
(a) Revenue profit (b) Capital profit

(¢) Current profit (d) New profit
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10.

The valuation of share is done by
(n) Average loss method

(b) TIntrinsic value

(¢) Average age method

(d)y All

Secured creditor are shown in the statement of
affairs under

(a) List A
(c) ListC

(b) List B
(d) ListD

The process of two or more companies combined

to form a new company is called
(a) Absorption (b) Reconstruction

(¢) Amalgamation (d) Combination

To carry out capital reduction, permission is
required from

(a) The competent court

“(b) Company law board

(c) Central Govt.
(d) SEBI
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PART B — (b x 5 = 25 marks)

Answer ALL questions, choosing either (a) or (b).
Each answer should not exceed 250 words.

11, (a)

(h)

12, (a)

(b)

Explain the meaning of rights issue.

Or

R Ltd issued 10,000 equity shares of Rs.10
each at a discount of 10% the amount is
payable as Rs. 2 on application, Rs. 2 on
allotment, and Rs. 5 on final call.
Mr. A holder of 500 shares did not pay the
amount due on call and his shares were
forfeited by the company. Journalise the
entries

Explain the purpose of issuing debentures.

Or

Mamtha Ltd has issued 1,000 numbers 12%
debentures of each Rs.100. the following are
the issue terms :

(i) Debentures issued at face value
(i) Debenture issued at 10% premium

(i11) Debenture issued at 10% discount.
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14.

(a)

(b)

(a)

(b

(a)

Explain the different types of underwriting.

Or

G Ltd issued 60.000. 10% debenture of
Rs.100 each., 60% of the issue was
underwritten by D. Application for 56,000
debentures were received by the company.
Determine the liability of D.

Goodwill is to be valued at 3 years purchases
of five years average profits. The profits for
the last five years of the firm were
1997 — Rs. 2,400, 1998 — Rs. 3,000, 1999 —
Rs. 3,400, 2000 — Rs. 3,200, 2001 —
Rs. 4,000. Calculate the amount of goodwill.

Or

Explain the differences between statement of
affairs and balance sheet.

R Ltd agreed to absorb the business of M Ltd.
The purchase consideration was as under :

(i For every 4, 9% preference shares of
Rs. 10 each in M Ltd., 7 equity shares
ofRs.10 each in R Ltd at Rs. & paid up.
There were 30,000 preference shares in
M Ltd.
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(i) For every 3 equity shares of Rs. 10 each PART C— (5 x 8 = 40 marks)
in M. Ltd. 8 equity shares in R Ltd ag
Rs. 10 paid up There were 45,000 equity
shares in M Ltd. Calculate purchase
consideration. , 16. (a) Explain the conditions for redemption of

Answer ALL questions, choosing either (a) or (b)
Each answer should not exceed 600 words.

h preference shares.
Or r’ |
. Py Or
() The following scheme of reconstruction was
roved by KLtd b) In 2020, X Itd redeemed Rs. 1,00,000
ApRTaed Sy SRR pref. shares by converting them into equity
(]) The sharcholders to receive in lieu of shares issued at 25% premium. In 2021,
. =4 » o

their present holding of 50,000 shares of X Ltd 1.edeemed RS.' 95,000 Pler' shates by
. converting them into equity shares at
Rs. 10 each. The following. 5% discount. In 2022, X Ltd. redeemed

10,000 pref. shares of Rs.10 each at a
. . premium of Rs.1.25 per shares by converting
95 . . .

2/6 of their holdings into equity shares of Rs.10 each at

10% discount.

(1) TFully paid ordinary shares equal to

(2) 5% preference shares to the extent
£ ¥ i o 08 - P .
of 1/5 of the above ordinary shaves. 17. (a) Describe the various types of debentures.

(3) Rs.60,000, 6% debentures. . Or

(i1) The goodwill which stood at Rs.3,00,000
was written down to Rs. 1,50,000 l

(b) On 1t Jan 2022, a company issued
Rs. 1,00,000 10% debentures at 10% discount

ari . repayable in five years at par. The interest is

(i) Plant and building were written payable on 30" June and 31 December and
down by Rs.20,000 and Rs. 30,000 the same was duly paid.

respectively. Pass Journal entries.
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On 31 December., 2022 the company
purchased Rs. 20.000 debentures af a cost of
Rs. 19,000, Pass necessary journal entries in
the hooks of the  company upto
31% December, 2022 including closing entries
on the date if the above redemption was out of
profit.

18, (a) Explain the need for underwriting.

Or

(h) Shiva and Bishnu working in partnership
registered a joint stock company under the
name OM Bishnu Ltd on 30t September
2018 to take over their existing husiness with
effect from 1* April 2018 :

The profit and loss a/c of OM Bishnu Ltd for
the vear ended 31% March 2019 was as
follows:

Particulars Amount Particulars Amount

To Rent and taxes 12,000 By Gross

To Insurance 3,000  profit 90,000
To EB 2,400
To Directors fee 3,000

To Advertisement 6,000

To Salaries 18,000
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19.

ol M . 4
Particulars Amount Particulars Amount

To Commission 4,000

To Preliminary exp 6,000

To Bad debts 3,000
To Net profit 32,600
90,000 90,000

(a)

(b)

Sales for the year totales Rs.2,25.000 out of
which Rs.1.50,000 relates to the period from
30t Sept. 2018 to 31* March 2019, Prepare a
statement apportioning the profits between
pre and post incorporation periods.

Allen Ltd. had an equity share capital
comprising of 1,00,000 equity shares of Rs. 10
each fully paid. 2,00,000 equity shares of
Rs. 10 each Rs.7.50 paid and 1,00,000 equity
shares of Rs. 10 each Rs.5.00 each paid.
The net assets available to the equity
shareholders are the value of
Rs. 60,00,000. Compute the intrinsic value of
the equity shares into shares of each
category.

Or

Explain in ‘detail the liguidators final
statement of account.
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20.

(a)

(b)

Differentiate internal reconstruction from
external reconstruction.

Or

X Co. Ltd has following shares as a part of its
share capital 10.000 8% preference shares of
Rs. 100 each fully paid. 50,000 equity shares
of Rs.5 each fully paid. 20,000 equity shares
of Rs. 10 each Rs. 8 called up and paid up.
The company has decided to alter the share
capital as follows :

(i) To subdivide the preference shares into
shares of Rs.10 each,

(i) To consolidate the equity shares of Rs.5
each into shares of Rs.10 each. '

(iti) To convert the partly paid up equity
shares into fully paid up shares of Rs. 8

each with necessary legal sanctions.
Journalise the alterations.
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