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Instructions. This question paper corkains two sections Answer Section | questions in the answer
book provided. Section i nternal Examination questions must he answerad in the guestion
paper fsaff Foliow the defailed Mstuctions given under Sectlon 11,

Section |
BPart b
Anzwar any tan guasfions.
Each question camies 2 marks.

1. Whatis ESQP?

2. What are soufces of birv back of shares?

3. What is buy back of shares?

4 What is joint underatiting?

5. How wilt you treat ghare issUe expenses in final accounts?
& Howwill vou treal profitloss prior to incarporation?

T.  What are free reserves?

B Wifhat s dividend distrioution tax? How will you treat it in final accounts?
g Define fair vaiue,

10, Give the format of investment account.

1. What is loss of stock poliey?

12, What is meant by loss of profit policy?
{10x2=20)
Part B
Answear any six gueshions.

Eagh quesiion camies § manks.
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13.

14,

16.

17.

18

2t

20.

What is Share Pramium Reserve Account? what ara the uses of Share Premium Reserve
as per the Companies Act?

Sujatha Lid. Purchased assets for  5,00.000 from Faa Ltd. The company issued fully
paid up aquity shares of 10 each in satisfaction of the claim, Shares of 2,00, 000 were
issued at par to the promoters for their services. Give journal entries assurning that : {i)
Shares were Issued at par and {ii) Shares were issued at a pramium of 20%,,

Raj Ltd. Decides to redesm 25,000, 10% preference Sharss of 10 sach at a premium of
10%, For the purpose of redemption, the company decides to issue 12 500 Equity shargs
of 10 each st a premium of 10%. The balance in the statemant of Profit and Loss iz
7,258,000, Azsume that the above decisions were implementad, give journal entries.

Mazon Ltd igssued 50000 shares at a premium of Rs. 10 per share. The entire Issue was
underwritten by X - 30000 shares: Y- 15000 shares: 2- 5000 shares They also applied
shares firm X - 5000 shares, Y - 2000 shares: Z - 1000 shares. Out of the issye 45000
shares including finm underariting were subscribed. Marked forms were X - 15000 shares;
¥ - 10000 shares; 7 - 4000 shares. Calculate the Hability of each underwriter assuming
shares underaritien are freated as unmarked applications

From the following data, prepare relevant Notes to Accounts:

Partleulars Rs. in 000's

Salaries 250
Wages 150
Contribution to PF 200
Contribution to Gratuity T
Staff wallare ewpanse 150
Expanses on ESPP 28
Outstanding Wages 50
interest Expensze 25
Brokerage 5
Interest on Debenturas 6

A firm which was carrying on business from 1st January 2017 gets itself incorporsted as a
tompany on 01.06.2017. The first accounis are drawn on 30.08 2017, The genersl
expenses are 14, 220; directors fees * 8 000 and formation expanses ' 2000 Rent uplo
30.06.2097 is * 1,200 p.a after which it was increased to * 3.000 p.a. salary of the
manager is ° 500 per manth. On formation af the company, his salary was to * 800 per
manth. The net sales are ™ 8 00,000 of which sales upio 30.04 2017 was 4,50,000. The
gross profit from 01 59,2617 40 30.09.2017 is 56.000 Compute profit orior and after
ineorporstion,

Explain the legal provisions regarding payment of manageral remuneration s 197,

On 01.12.2017, Sachin purchased 200, 8% debentures of Rs 100 each at Rs 104 ax-
intevest per debenture. He paid 0.5% brokerage in this connaction. Interest is payable on

30ih June and 31st December. Pass Journal entries in the books of Sachin. He closos his
books on every 315t December,
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21

22

23

What is under-insurance? |liustrate with an example.

(Gx5=30)

Part C
AREWer any IWo quastons,
Each guestion caries 15 marks.

Jaya Ltd. lssued a prospectus inviting applications for 20,000 share of 10 each at &
premiur of 2 pershare, payable ss 2 on Appliestion, & an Allatment [inchiding
premium), SonFirstcalland 2 on Final call. Applications were received for 20,000
shares and pro-raia allotment was made on the spplications for 24,000 shares. it was
decided to ulflise the excess application money towards the amount due on ailstment. s,
Sumna to whom 500 shres were alloted, failed to pay the allotment and calls. Mr. Raju the
hoider of 600 shares failed to pay the two calls. These wera subsequently forfeited after
the final call. Of these shares forfeited. 900 shares were reissued to Mr. Raman credited
at fully paid for 8 per share, the whole of Ms. Suma's shares being included. Pass
necessary Journal entries, Also show how these wansactions will be reflected in the
cormpany's halance sheet.

The following are the ledger balances of Essar Lid,

Debit balances Rs Credlt balances Rs
Opening stock 30,000  Equity Capital 8,00,000
Purchases 136000 General Reserve 1.80.000
Yages 10,000  Surplus Afc 1,380,000
Salaries 12,000 2% Debenturas 4,040,000
OHfice expanses 28,000 10% Loans %,00.000
Depreciation on plant 30,000 Sales 4,40,800
Debtors 2,40, 000 Creditors 40,000
Furniture 3.00,000 Bills Pavable 10,000
Flant 6,040,000
Bills Recsivabla 3.000
Audit Fees 132,000
Investment 5,00,600
Debenture Interest 24 000
Interast on Loans 10,000
Bank Balance 15,000
Cash in hand 48 000

20,00, 000 20.00,000
Adustments:

a) (Closing stock - Rs, 83,000

by Provision for axation — Rs.50.000

£l Transfer to General Reserve — Bs. 50,000

oy Dirgclors recommended 3 dvidend of 175

Frepare final accounts of the company 2s per Schedule 11} of e Companies Act 2013,
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24, Tandon carried out the foliowing trensactions In the shares of Bright Lid.

248,

ajp  On01.04 2017, he parchased 20,000 equily shares of Rs 1 each fully paid
for Ha 30,000,

by On 1505 2017, Tandon sold 4,000 shares for Rs 7,800,

€} Ata meefing on 15.06 2017, the company decided:

i) Tamake a bonus Issue of one fully paid share for every four shares held on
01.08 2017 and
liy To give its members, the right to apply for one share for every five shares

held on 01.06.2017 at = price of Rs 1.50/share of which 75 paise is
payable on or before 15th July, 2017 and the balance 75 paise per share, on of before
15th September, 2097,

The shares issued under {iy and (i} were nat o rank for dividend for the year ending
31122017,

d)  Tandon received his bonus shares and took up 2,000 shares undar the rights
igsue, paying the sumsa thereon when due ard seling the rights to the
remaining shares af 40 paisefshare; the proceeds were received on 30.08.2017.

&) On 15.03.2018, e received a dividend from Birght Ltd. of 15% in respect of the
year ended 31.12.2017,

f)  Or 30.03.2018 he received Rs14,00C for the sale of 10,000 sharss.

Prepare Tandon's investment sccount. Apply Aversge Cost basis. Expenses and tax to
be ignared.

The premizes of White Lid. was partially destroyed by fire on 15t March, and as a result,

the business was practically disorganized upte 31st August. The company is insured

under a ioss of profits policy for * 6.60,000, having an indsmnity period of 8 manths.
Fram the information given below, find oui claim under the policy.

Paricuiars

Actusl furnover fram st March to 3tst August 3.20,000
Tumover fram 1=t March to 31st August {during the previous year) 280,000
Turmnover from st March to 28th February {Previous year} 24 00,000
Met profit of previous financial year 3,50.000

insured atanding charges (Previous year) 2,40.000
Lininsured standing charges (Previous year) 20,000
Tumower for the last financial year 20.00,000

The company incurred additional sxpenses amounting to Rs. 40,000 immediately
after fire, which reducad the loss in turmover, Cihenwise turnover during the period of
disloeation would have been only amounting to Rs. 2.20,000. The saving in insured
standing charges in consequences of the fire amounted to Rs. 10,800, Adjustment of
10% to be made in respect of the upward trend in turnover. Assume that trend adjustmeant
is reguired on total amount of annual turnover,

(2%15=30)
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