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(a) Explain the provisions of section 52 of Companies Act 2013 with regard to
the utilisation of securities premium. (5)

(b) X Ltd issued for public subscription 50,000 equity shares of Rs. 10 each at
a premium of Rs. 2 per share, payable asunder :

On application Rs. 3 per share
On aliotment Rs. 5 per share including the premium
On first call Rs. 2 per share
On second call Rs. 2 per share
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Applications were received for 70,000 equity shares. The shares were allotted
pro-rata to the applicants of 60,000 shares; the applications for remaining
shares were being refused. Money overpaid on application was used on
account of sums due on allotment. Puneet to whom 500 shares were allotted,
failed to pay the allotment money and on his subsequent failure to pay the
first call, his shares were forfeited after the first call. Rahul to whom 800
shares were allotted, failed to pay the two calls. These shares were,
subsequently forfeited after the final call was made. Of the shares forfeited,
1000 shares were sold to Ajay credited as fully paid at Rs. 9 per share, all
of Rahul’s forfeited shares being included. Pass journal entries in the books
of the company to record the above transactions. (10)

OR

The following balances were extracted from the books of B Ltd on 1st April
2012,

10% Debentures Rs. 40,00,000
Sinking Fund Rs. 33,28,000
Sinking Fund Investments . Rs. 33,28,000

(Represented by 8% Govt. Loan of Rs. 34,00,000)

Premium on redemption of debentures Rs. 2,00,000.

Annual contribution to sinking fund was Rs. 4,00,000 at a premium of 5% on
31st march 2013. The company had the right to purchase its own debentures
from market. On 1% January 2013 the company purchased its own 500 10%
debentures of Rs. 100 each at Rs. 98 Gum interest for immediate cancellation.
The remaining debentures were redeemed on 31% March 2013. Interest on
debentures and interest on Govt. loan were payable on 31* march each year. The
investments were sold on 31 March at a profit of Rs. 1000 on cost. Prepare the
ledger accounts of 10% debentures, Sinking Fund, Sinking Fund Investments and
Premium on redemption of debentures assuming company had enough cash to
buy its own debentures and for redemption. (15)
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2. (a) Anand limited had an authorised capital of Rs. 10,00,000 divided into 60,000
Equity shares of Rs. 10 each and 4,000 10% Preference shares of Rs. 100
each, out of which 50,000 Equity shares and 4,000 preference shares were
issued as fully paid. It had Rs. 20,000 in securities premium A/¢ and
Rs. 5,00,000 in General Reserve. The current year profit amounted to
Rs. 50,000 before tax. The directors resolved to declare a dividend of 22%
on equity share capital and also to issue fully paid bonus shares in the ratio
of one for every five held. Provide corporate dividend tax @ 16.995%.
Give effect to above resolutions and show these items in an extract of Balance

sheet. _ (10}
(b) Discuss the provisions regarding Buy back of shares as enumerated under
Companies Act 2013, (5)

OR

The Balance Sheet of a company as at 31-3-2014 was as follows :

Liabilities 7 Rs. | Assets Rs.
9,000 Equity Shares of Rs. 50 each 4,50,000 | Bank 62,000
8% Prcferehée Shares of 1,30,000 | Investments 37,000
Rs. 100 each _
Profit and loss account 96,000 | Other assets 6,90,000
Current Liabilities 1,13,000
7,89,000 7,89,000

The preference shares were due for redemption on 1-4-2014 at a premium of

7.5%. In order to facilitate the redemption of preference shares, the company
decided :

(a) To sell investments for Rs. 32,000.

(b} To finance the part of the redemption from company’s funds, subject to
leaving a balance of Rs. 24,000 in the Profit and Loss A/c, and

(¢} To issue sufficient number of equity shares of Rs. 50 each at a premium of
Rs. 13 per share to raise the balance of funds required.

Pass journal entries to record the above transactions and prepare balance sheet
as per Schedule ITT of Companies Act 2013, (15)
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3. (a) The Balance sheet of H Ltd as on 31.03.2014 is given below :—

Liabilities Rs. | Assets Rs.
Equity Shares of Rs. 100 each 5,00,000 | Goodwill 2,00,000
Securities premium 1,00.000 | Plant and Machinery 2,40,000
General Reserve 2,39,400 | Fumiture , 1,00,000
Surplus 1,57,600 | Stock 6,20,000
Sundry creditors 4,09,400 | Debtors 2,06,000
Provision for Tax 1,97,000 | Cash | 3400
Bank 2,34,000

16,03,400 16,03,400

It was decided to value the plant and machinery at Rs. 3,20,000 and Goodwill
at Rs. 2,50,000. The profits of the company before tax have been as follows :

2012 Rs. 2,75,000
2013 Rs. 3,94,000
2014 Rs. 3,66,000

The Company follows the practice of transferring 20% of its after tax profits
to General reserve. Normal rate of return expected is 20% on capital
employed. Tax rate is 40%. Find the value of shares of the company under

(1) Intrinsic value
(i) Yield value method’

(ii)) Fair value method (10)

(b) Why there is need for valuation of shares ? ‘ (5)
OR

Kapil Ltd has an authorised capital of Rs. 50 lakhs divided into 5,00,000 equity

shares of Rs. 10 each. Their books show the following balances as on 31 March,
2014.
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Particulars Rs. | Particulars Rs.
Inventory (1.4.2013) 6,65,000 | Bank Current Account 20,000
Discounts and Rebates 30,000 | Cash 8,000
Carriage Inwards 57,500 | Debenture Interest (for the
period of 6 months) 10,000
Patents 3,75,000 | Interest (bank Loan) 91,000
Rate, Taxes and Insurance 55,000 | Calls in arrear @ 2 per share 10,000
Fumniture and Fixtures 1,50,000 | Equity share capital (2,00,000
shares of Rs. 10 each) 20,00,000
Purchases 12,32,500 | 4% debentures 5,00,(}00.
Wages 13,68,000 | Bank overdraft 7,57,000
Freehold Land 16,25,000 | Trade Payables (for goods) 2,40,500
Plant and Machinery 7,50,000 | Sales 36,17,000
{ Engineening tools 1,50,000 | Rent (Cr) 30,000
Trade Receivables 4,00,500 | Transfer fees received 6,500
Advertisement 15,000 | Profit and loss A/c (Cr) 67,000
Commission and Brokerage -| 67,500 | Repairs to building 56,500
Business expenses 56,000 | Bad debts 25,500

(i) The inventory (valued at Cost or Market price, whichever is lower) as on
31* March 2014 was Rs. 7,08,000.

(i) 4% debentures were issued on 1.04.2013.

(iii) Outstanding for wages Rs. 25,000 and for business expenses Rs. 36,000.

(iv) Dividend declared @ 12% on paid up capital and it was decided to transfer
to reserve @ 2.5% of profits.

(v) Charge depreciation on closing written down amount of Plant and Machinery
@ 5%, engineering tools @ 20%, Patents @ 10% and furniture and fixtures

@ 10%.

PTO.
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(vi) Provide Rs. 25,000 as doubtful debts after writing off Rs. 16,000 as bad

debts.

(vi} Create debenture redemption reserve @ 10% of debentures.

(vi) Provide for income tax @ 30%.

(ix) Corporate dividend tax rate @ 16.995%.

You are required to prepare statement of Profit and Loss for the year ended

31* March, 2014 and Balance sheet as on that date. (15)
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4. The following is the balance sheet of a company as on 31* March 2014.
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Liabilities Rs. | Assets Rs.
Authorised, issued and Goodwill 50,000
subscribed capital :
30,000 Equity Shares
of Rs. 10 each 3,00,000
2000 8% cumulative
preference shares of
Rs. 100 each fully paid 2,00,000 | Plant 300,000
Securities premium 90000 | Loose tools 10,000
Unsecured loan from Director| 50,000 | Stock 1,50,000
Sundry creditors 3,00,000 | Debtors 2,50,000
Outstanding expenses Cash 10000
(including directors
remuneration 20,000) 70,000
Bank 35,000
Preliminary expenses 5,000
Profit and Loss A/c 2,00,000
10,10,000 10,10,000

Note: Dividends on cumulative Preference Shares are in arrears for 3 years.

The following scheme of reconstruction has been agreed upon and duly approved

by the court.

(i) Equity shares to be converted into 1,50,000 shares of Rs. 2 each.

(i) Equity shareholders to surrender to the company 90% of their holdings.

(i) Preference shareholders agree to forego their right to arrears to dividends in

consideration of which 8% Preference Shares are to be converted into 9%

preference shares.

PTO.
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(iv) Sundry creditors agree to reduce their claim by one fifth in consideration
of their getting shares of Rs. 35,000 out of the surrendered equity

shares.

(v) Directors agree to forego the amounts due on account of unsecured loan and

Directors remuneration.
(vi) Surrendered shares not otherwise utilised to be canceljed.

(vii} Assets to be reduced as under

Rs.
Goodwill by ' 50,000
Plant by 40,000
Tools by 8,000
Sundry Debtors by 15,000
Stock by 20,000

(viii). Any surplus after meeting the losses should be utilised in writing down the.

value of the Plant further.

(ix) Expenses of reconstruction amounted to Rs. 10,000.

(x) Further 50,000 Equity shares were issued to the existing members for

increasing the working capital. The issue was fully subscribed and paid - up.

(x)) Authorised capital was increased suitably.

You are required to pass the journal entries for giving effect to the
above arrangement and also to draw up the resultant balance sheet of the
company. (15)

OR
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The following is the balance sheet of A Ltd as on 31% march 2014.

13

Liabilities Rs. | Assets Rs.
Equity Shares of Rs. 100 each 8,00,000 | Goodwili 1,30,000
10% debentures 4,00,000 | Machinery 6,40,000
General Reserve 80,000 | Bulding 3,40,000
Loan from A 1,60,000 | Stock 2,20,000
Sundry creditors 3,20,000 Debtors = 2,60,000
Bank 1,36,000

Misc. expenses 34,000

17,60,000 | 17,60,000

B Ltd agreed to absorb A Ltd on the following terms and conditions :

" (i) B'Ltd would take over all assets except bank balance at their book values
less 10%. Goodwill.is-to be valued at Rs. 2,16,000.

(i) B ltd is to take over creditors at book value.

(iii) The purchase consideration is to be paid in cash to the extent of Rs. 6,00,000
and the balance in fully paid equity shares of Rs. 100 each at Rs. 125 per

share.

(iv) The liquidation expenses amounted to Rs. 16,000. B Ltd sold prior to 31%
march 2014, goods costing Rs. 1,20,000 to A Ltd for Rs. 1,60,000.
Rs. 1,00,000 worth of-goods are still in stock of A Ltd on 31* March,
2014. Creditors of A Ltd include Rs. 40,000 still due to B Ltd.

Show the necessary Ledger accounts to close the books of A Ltd and prepare
the Balance sheet of B Ltd as at 1® April, 2014 after the takeover. (15)

PTO.
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5. From the following Balance sheets of a company as at 31 December 2013 and
2014 you are required to prepare a statement of cash flow :

Liabilities | 2013 2014 | Assets 2013 2014
Equity share capital 75,000 | 1,20,000] Fixed assets | 2,40,070 | 2,53,730
Less: Dep 90,020 98,480
10% Pref. Share Capital | 1,00,000 | 80,000 1,50,050 | 1,55,250
Investments 61,000 86,000
Stock 98,000 | 1,04,000
Reserve for Replacement Debtors 38,000 85,000
of Machinery 15,000 | 20,000| Bank 11,750 32,000
Long term loans 1 40,000
Bank overdraft 22.000 -
Trade creditors 84450 75,550 ‘
Proposed Dividend 12,000 24,000
Profit and loss A/c 1,00,350 | 1,02,700 |
4,08,800 | 4,62,250 4,08,800 | 4,62,250

Additional information :

() During the year, additional equity capital was issued to the extent of

Rs. 25,000 by way of bonus shares fully paid up.

(i) Final dividend on preference shares and an interim dividend of Rs. 4,000 on

equity shares were paid on 31-12-2014.
(iiiy Proposed dividends for the year 2013 were paid in July, 2014.

(iv) During the year, one item of plant was up valued by Rs. 3,000 and credit for

this was taken in the profit and loss Afc.

PTO.
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(v) Fixed assets costing Rs. 6,000 (Accumulated Dep Rs. 4,800) were sold for

Rs. 250. Loss arising there from was written off.

(V) Preference shares redeemed in the year (2014) were paid out of a fresh

issue of equity shares. Premium paid on redemption was 10%. (15)
OR

(a) From the following information, Calculate (a) Interest coverage ratio
(b) Inventory Turnover Ratio, (c) Liquid Ratio, (d) Return on Investments,

(e) Working Capital Turnover Ratio.

Sales ' Rs. 25,20,000
Cost of Sales Rs. 19,20,000
Net Profit Rs. 3,60,000
Average Inventory Rs. 8,00,000
Other Current Assets Rs. 7,60,000
Fixed Assets Rs. 14,400,000
10% Long-term Debt Rs. 9,00,000
Current Liabilities Rs. 6,00,000
Trade Creditors Rs. 2,00,000
Net Profit before interest and tax Rs. 8,10,000
Tax Rate 50% (10)

(b) Give the accounting treatment of Debentures issued as a collateral

security. - (5)

TS a9 T 311?_11’3?2013 aﬂtzoma}ﬁwﬁlﬁaagmwa‘f% TR A% TANE FAT
aﬂﬂﬁﬁ‘%
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