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SECTION A – (10 × 2 = 20 marks)
Answer any TEN questions
1. What is meant by Allotment of shares?

2. What are convertible debentures?

3. What is certificate of commencement of business?

4. What do you mean by capital Reduction?

5. Mr. Senthil is a shareholder in Kareem Ltd. holding 2,000 shares of  `10 each. He has paid `2 and `3 per share on application and allotment respectively, but failed to pay `3 and `2 per share for first and second call respectively. Directors forfeit his shares. Give journal entry.

6. Redemption of 20000 preference shares of `100 each was carried out by utilisation of reserves and by issue of 8,000 Equity shares of `100 each at `125. How much should be credited to capital Redemption Reserve a/c.

7. The Chennai motors Ltd. issued 2,00,000 equity shares of  `10 each. The whole issue was underwritten by Mohan. Application for 1,60,000 shares were received in all. Determine the liability of underwriter.

8. Journalise the following issues:

a) 
A company issued 1,000, 6% Debentures of `100 each at 10% premium.

b) 
A company issued 1,000, 6% Debentures of `100 each at 10% discount.

9. Show how you will exhibit the following items in the balance sheet of a limited company as on 31-12-2001.

a)   Original cost of building `2,00,000

b)   Book value of building on 1-1-2001 `1,40,000.

c)   Depreciation to be written off at 5% on W.D.V.

10. From the following Particulars of Gangotri Ltd. Calculate the Managerial remuneration assuming there are two  whole time directors; a part time director and manager:


Net profit before provision for income tax


and managerial remuneration but after depreciation
8,70,410

        
Depreciation provided in the books



3,10,000


Depreciation allowable under schedule XIV

2,60,000

11. Arul, a sole trader decided to convert his business into a limited company. From the 

     following relevant dates, you are required to compute the Time ratio for the purpose of ascertaining   profits prior to incorporation.

a) Date of sale of the business to the company 31-12-2004

b) Date of obtaining certificate of incorporation 01-05-2005

c) Date of obtaining certificate to commence business 16-07-2005 

d) Date of finalising the first accounts of the company 30-09-2005

12. A company decides to convert its `10 equity share capital of `8,00,000 into stock.   Journalise the above.
SECTION B – (5 × 5 = 25 marks)
Answer any FIVE questions
13. Give the classification of debentures.

14. Explain the steps to be followed in detail when new set of books are opened on acquisition of business.

15. Apple co. issued 4,000 shares of `10 each at a premium of `2 per share. The amount was payable as under:


On application
         `3 per share


On Allotment

`4 per share (including premium)


On first call

`3 per share


On second call
        `2 per share

The Company received applications for 5,000 shares and the allotment was made as under:



i)    Applicants for 200 shares 
-
NIL



ii)   Applicants for 800 shares 
-
Full



iii)  Applicants for 4,000 shares  
- 
3,200 shares

 All moneys were duly received except the first call on 200 shares and final call on 300 shares. Pass   

 journal entries and prepare balance sheet of X Co.Ltd.,

16.   Pawan kumar Co.Ltd was formed with a capital of `10,00,000 in `10 shares, the  whole amount being   

  issued to the public. The underwriting of these shares was asfollows:


       A-35,000;
B-30,000;
C-20,000;
D-10,000;
F-2,000

 All the marked application forms were to go in relief of the underwriters whose stamp   

they bear. The application forms marked by the underwriters were:



A – 10,000;
B – 22,500;
C – 20,000;
D – 7,500;
E- 5,000;     F – NIL 

       Applications for 20,000 shares were received on forms not marked. Draw up a  

       statement showing the number of shares each underwriter had to take up.

17. Determine the maximum remuneration payable to  the part time directors and Manager of Bharath Ltd.(a  
manufacturing co.) under section 309 and 387 of the companies Act 1956 from the following particulars. Before charging such remuneration , the profit and loss account showed a credit balance of `23,05,000 for the year ended 31st March 2008 after taking into account the following matters:



Profit on sale of investment



2,05,000



Subsidy received from the government
4,10,000



Loss on sale of fixed assets


   
   65,000



Ex-gratia to an employee


           30,000



Compensation paid to an injured workmen
   75,000



Provision for taxation



        2,79,000



Bonus to foreign technicians


3,12,000



Multiple shift allowance


        1,00,000



Special depreciation



           75,000



Capital expenditure



        5,10,000


         Company is providing depreciation as per Section 350 of the companies Act 1956. 
18.   Laxmi Ltd. Was incorporated on 1st March 2014 and received the certificate of commencement of     
    business on 1st April 2014. The company acquired the business of Rajan with effect from 1st November 2013. From the following figures  relating to the year ending October 2014, find out the profits available for dividend. 
a. Sales for the year were Rs.6,00,000 out of which, sales upto 1st March 2014 were             
      `2,50,000.
b. Gross profit for the year was `1,80,000.
c. The expenses debited to profit and loss account were:





      



                                       `
   

         ————————————————————————



Salaries







15,000



Directors fees




  

  4,800



Interest on debentures


  
  

  5,000



Audit fees




  

  
  1,500



Discount on sales



  
 
  3,600



Depreciation






24,000



Advertising






18,000



Commission on sales



  
 
  6,000
Bad debts[`500 relates to debts prior to 
                    Incorporation]


  
 
  1,500
Interest to vendors on purchase consideration upto 
1st May 2014
  
  
  3,000
19.    ABC Company Ltd. Passed resolution and got court permission for the reduction of its share  
   capital by `5,00,000 for the purpose mentioned as under.
a. To write off the debit balance of P/L A/c of `2,10,000.
b. To reduce the value of plant and machinery by `90,000 and goodwill by `40,000
c. To reduce the value of investment by `80,000
The reduction was made by converting 50,000 preference share of `20 each fully paid to the same  number of preference shares of `15 each fully and by converting 50,000 equity shares of `20 each on which `15 is paid partly paid-up into 50,000 equity shares of `10 each fully paid up. Pass journal entries to record the share capital reduction.
SECTION C – (2 × 15 = 30 marks)
Answer any TWO questions
20.  The balance sheet of ABC and co. Ltd on 31-12-2000 stood as follow:
Liabilities





     `


Assets

    `
Equity shares of Rs.100 each

5,00,000
Fixed assets

8,00,000
9% redeemable preference shares


Investments

1, 00,000
    of Rs.100 each



3,00,000
Bank Balance

2,00,000
Securities premium


  
   50,000
Other current assets
5, 00,000
Capital Reserve




1,00,000

P/L  A/c





2,00,000
10% Debentures




3,00,000
Creditors





1,50,000
                  ----------------------------------------------------------------------------------------------------                                                                            



=



        
16,00,000



          16,00,000
          ---------------------------------------------------------------------------------------------------
Both the redeemable preference shares and debentures were u for redemption on 1.1.2001. The company arranged for the following:
a.    It issued 2,000 equity shares of Rs.100 at a premium of 10%
b.    It sold the investments for Rs.90,000
c.    It arranged a bank overdraft to the extent necessary.
The redemption were carried out. Give entries for redemption of preference shares and debentures          and balance sheet after redemption.    
21.  Star Ltd. Which had `50,00,000 10% debentures outstanding, made  the following purchases in the open market for immediate cancellation:


1-4-2007  1,000 debentures of  `100 each at `99


1-9-2007  2,000 debentures of  `100 each at `97
  You are require to give the  journal entries for purchase and cancellation of the debentures
                   a.   if the above purchase rates are Ex-interest
b.   if the above purchase rates are cum – interest. Assume that interest is payable every year on  

      30th june an 31st December. 
22.  A Ltd. was registered with  authorised capital of `6,00,000 in equity shares of `10 each. The      
following is its Trial Balance on 31s March 2008.




Trial Balance of A Ltd.






Debit Balances[`]

Credit Balance[`]


Goodwill


   
   25,000


Cash



        
        750


Bank



   
   39,900


Purchases



1,85,000


Preliminary expense
    
     5,000


Share capital






4,00,000


12% Debentures





         3,00,000


P and L A/c





   
   26,250


Calls -in-arrears

              7,500


Premises



3,00,000


Plant and Machinery

3,30,000


Interim dividend
  
   39,250


Sales





            

4,15,000


Stock[1-4-2007]

   
   75,000


Furniture and fixtures
     
     7,200


Sundry debtors

            87,000


Wages


   
   84,865


General expenses
     
     6,835


Freight and carriage
            13,115


Salaries


            14,500


Directors fees

              5,725


Bad debts


              2,110
                  Debenture interest paid          18,000


Bills payable





  
   37,000


Sundry creditors




  

   40,000


General reserve


                         

   25,000


Provision for bad debts



   
     3,500
                                                       -----------------------------------------
                                                        12,46,750
                12,46,750
                                                       ----------------------------------------
Prepare profit and loss account, profit and loss Appropriation A/c and Balance Sheet in proper form after making the following  adjustments:
a) Depreciate plant and machinery by 15%
b) Write off  `500 from preliminary expenses
c) Provide for 6 months interest on debentures
d) Leave bad and doubtful debts provision at 5% on sundry debtors.
e) Provide for income tax at 50%
f) Stock on 31-03-2008 was `95,000
23.    Kaveri Ltd was incorporated on 1/5/96 to take over the running business of M/s. Saveri Bros with effect  from 1/1/96. From the following details for the year ended 31/3/96, prepare a statement showing profit or loss made during pre and post incorporation periods:



Particulars

                       ` 
         Particulars


                     `


Gross profit



3,00,000
Underwritten commission

20,000


Salaries


    
   
   48,000
Insurance  premium paid


Advertising


              6,000
   for the year ending 31-3-97
12,000


Commission to partners
              8,000
Interest on loan taken...


Carriage outwards

            16,000
[including Rs.2,000 on loan 
Depreciation


            18,000
       taken after incorporation]
14,000
Provision for doubtful debts
     6,000





              -


The following additional data is also available:
a) Average monthly sales during the first four months of the year was twice the average monthly sales during each of the remaining eight months.

b) 20% of the underwriting commission is to be written off

c) Commission to partners was paid for their work before incorporation

d) Salaries includes salary paid to a director of the company `6,000.






-----------------
[P.T.O.]





[P.T.O.]
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