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Ql ) (A) Rewrite the sentence after selecting the correct alternative. (an1' 8)

I) When an undenvriter agrees to buy a det-inite nuilber of shares in addition to

Marks;75

(08)

unsubscribed shares, it is termed as

a) Partial Undenvliting
b) Complete nnderrvriting
c) Firrr r.rnderwriting

d) Full urdelrvriting

2) Llunrllked applications lefer ro __
a) Firm underwriting
b) Applications issued b,v the company
c) Airplications bearing the stamp of underwriter
d) Applications fiom the public received directly by the company rvithout bearing any stamp of

undei'writer

3) Which of the follou,ing is not a'frec roscrve' for the purpose of L;uyback of shares?

a) Profit & Loss Account
b) Ceneral l{esen'e
c) Dividend Equalisation Reserve

d) Revaluation Reserve

4) Generally, the amount ofbuyback should be less than of the total paid up capital

and fi'ee reserves (including sectirities premiurn account) of the company.
a) 25%
b) 100%

c) g0%

d) 659/0

5) When the merger involves liquidation of one existing sick company and formation of one new

comparly, it is called

a) Internal Reconstruction

bt I-.rtenral Rcuurrstlrrctiou

c) r\bsorption
d) Amalgamatiorr

6) is not taken ittto consideration under the NET ASSETS N{ethocl I'or

calcr"rlating Purcirase Consideration.

a) Furnifure

b) Machinerv
c) Building

d) Share issLre expcnses
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7) Balance in capital reduction account is generaily trarsferred to ___
a.) General Reserve

b) Capital Reserve

c) Profit & Loss i\/c
d) Surplus and Reserr,,e A/c

8) Reduction of share capital ol a company means r.ecluction in
a) Onlv cailed up share capitatr

b) Subscribed ancli'or paid-up share capital
c I Only aurlior-izcrl c;i1:iral

d) Only uncalled share capital

e) shows deficiency or sluplus AJc.

a) I-istA
b) List B
c) List C
d) List I-i

10) Literest on debentnres and unsecured loan is payablc upto the date of actual paymenl

a) If the companv is solvent
b) If the conrpany is insolr.ent

c) \\rhether the company is soivent or insolvent
d) None of tire above

Ql) (B) State whether the following statements are true or false :( anyT) (07)

Unmarkecl applications can be distributed among thc undcrwriters in the ratjo of gross liabiliry.
The undelwriters urtiy be individuals, 1-rartnership firms or joint stock companies.

Bu1'back of shares decrt-uscs the Earning Per Share (EPS) of tlie coilipany.
I1'equity share s have becn bought back out trf sccurity prernium, there is no need to nrlke ani,

It'arisfer to L'upitaI RedcrnPtion Resen e.

Transt'eror Llompany fiieans the company that iras becn amalgamated into another corlpanv

i.c r enclol conrpar)).

Absorption is said to take place w,hen an exi-*ting company takes over one or more existing

conrtrran ics.

Oniy sick companies unilertake capital rerluction.
In tlie schemc of recenstruction, the anrount of shares surrendered by sharehoiders is

transfer:red to the Capital Reduction Account.

In the statement of affairs, uncalled capital is to be inchided uncler Assets"
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l0) If the lemuneration to liquidator is payable on distribution, clistribution to prefbrential creditors
is inciuded

Q2) (A) Wally Ltd. agleed to acquire the business of Wonka Ltd. as on 3 t st March, 1023.
The surnmary Balance Sheet of Wonka Ltd. as on that date was as under:

(1s)

Liabilities (Rs.) Assets (Rs.)

Share Capital:
6,000 equit.v shares o1'lls. l0
each fLrliy paid 60,000

Goodwill 10,000

General Resere 17,000 Building 30,000

Profit and Loss Accor.tnt 11,000 Machinery 3

69/o Debentures of Rs. 100
eacl"r

r0,000 Stock 16,800

Sundry Creditors Book debts 3,600

Ilank Account s.600

1.00,000 1"00,0q0

The considerations payable by \Vally l,td. rvas agreed at as fbllows;
a) Cash payment Rs. 2.50 for every share in Wonka Ltd.
b) Issue of 9.000 equity shares of Rs. 10 each of Wa115, Ltd. having an agreetl value of Rs. 15 per

share.

c) 6?/u I)ebentures of Wonka Ltd. are dischalged by Wally Lrd. by issr.ring such number o{ its 5Yu

debenttres of Rs. 100 each. so as to maintain the same amount of interest.
While computing purchase consideration, Wally Ltd. valued building zurd machinery at Rs. 60,000
each, stock at Rs. 14,200 and Book Debts subject ta 5o/r, provision for discount. The cost of liq,,ridatiorr
of Wonka Ltd. r.vas Rs. 500.

1) Calculate Purchase Consideration.
2) Prepare necessary ledger accounts in tlie books of Wonka Ltd.
3) Journalise the transacrions in the books of Wally Ltd.
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Q2) (B) Follorving is the summary balance sheet of lvlis. "lo.lo Ltd. as on 31-03-2023' (15)

Liabilities (Rs.) Assets (Rs.)

Irqr.rity shares of Rs. 10 each 10,00,000 Fixed Assets 21,00,000

12% Cumulative Ptel'erence

Shares of Rs. 10 each

7.00,00t) Stock 20,0Lr,000

1001, Debeuttires I {){) (100 Surdry Debtors 15,00,000

Si"urdr,v Creditors -16,00,000 Bank 1,1 0,000

Provision For Tax 5,00,000 Share Issue Expenses 40.000

Proflt and Loss r\,'c 1 51') 00()

61,00"000 61,00,0q9

Note:, Pref"ergrce dividend for 3 .vears w'as in arrcaRs.

Irbllowing scheme of reconstructiou was approved:

l) Write off fixeil assets b-v 2(19.1,, sundry debtors by 159/n, and reduce the value of stock t.tt 55o/o

of its book-valr:e.

2) Preference shareholclers a-qreed to forego ari'eiil's of preference dividend.

3) I)irectors to give agreed temporary loan of Rs. 5,00.000 to Company.

4) The Company settled tax liability ro tilo extent of Rs. 5,40,000 and met the expenses of

reconstruction amounted to Rs. 10.000.

5) Sundry flreditors to give a remission of 20?6 of their claims and company to allot i i')t

Preference sh;ires of Rs. 100 each fully paid np in settlement of tire balance amount.

6) l0Y, clebentures to be converted into 13'llo Debentures of Rs. 1,{10,000 in fiill settleinent of,

their ciaim"

T) E,qLrity shares to be reduced to Rs. 2 each fully paict up and 12%o e,uutulative Pref'erence shares

to bo recluced to 1,00,000 cun'rulative Preference shares of Rs. 2 each fully paid up'

B) Wlte off clebit balance in Profit and Loss Accotint and Share Issue Expenses.

Draft .[ournal Entries and Prepare a Capital Reduction A/c'

e3) (A) Soflive Ltd. rnarle a public issue of 3,00,000 Equitl' shares of Rs" 10 circh, the (15}

entire amottnt is pa,vable on application. Thc entil^e issue was under$'ritten as follows:

N{oto - 3094. Roto - 25,1;,Toto - 25oi andYoto - 20% of public issue respectiveiy. Moto' Roto, Totc

ancl yoto hacl also agreeci on f-rrm undem,riting of 8,000; 12,0001 r:il anc130,000 shares respectively'

Uniienvrite* or. 
"rrirled 

to 5% comrnissiotr on face value. The markecl applications exclur]ing firm

runderw'riting were as under:
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Underw-riter No. of Shares

Iv{oto 50,000

Roto 30,000

Toto 20,000

Yoto 4{i,00t}

The unmarked applicatiorls were 50,000 shares anri to be diviclecl in the Gross Liability Ratio.
a) Ascertain the net liability (number of shares) of each underwriter if the benefit of firm

underrr riting is given.
bl Calctrlatr-'tltc atltounl olcommission payable to each rrndenl,r'iter and thc Net Amouut

Payable i Receivable fi-onr undenvriting.

OR

Q3) (B) Following is the suilmarizeiJ balance sheet of Mis Kolv Ltd. (rs)
(a non-listed company) as on 31't March 2023

Liabilities Rs. Assets Rs.

40,000 Equity shares of Rs.

100 each tully paid 40,00"000 Fixed Assets 1.20,00,t]00

1"0,000, 10% redeenrable
pleference shares of Rs. 100
each fullv paid

20,00,000 Investmenls

Capital Redemptir:n Rcser.ve 4,00,000 Stock 14.00,000

Security Preminm 3,20,000 Debtors 14,00,000

GeneralReserve 8,00,000 Bank Balance 4,00,000

Profit and Loss Account 4,00,000

119/o Debentures 40,00.000

Creditors 41,60,000

TOTAL 1.60,80,000 1"60rp0,000

O:r the sarne date it r,r,as decided to buy back the maximurn nnmber of equity shares at the maximum
price possible under the Iarv.

In case of shortage of funds. bank overdraft was to be arranged.
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The conrpany dccided to utilize the profit and loss accolrnr to the maximum extent.
a) Ascertain maxituum no. o1 shares to be bought back at maxirnum possible price.
b) Pass journlI cntries ftrr tlre above tnrnsactions

c) Prepare Notes to Accounts for Share Capital and Reser.v'es and Surplus.

Q4) (A) The following was the summar,v Balance sheet of f)ev Ltd. as on 31i312023 (1s)

Liahilities (Rs.) Assets (Rs.)

2,500, 8% Cnmulativc
Preference shares o1' Rs.

100 each

2.50,000 Coodwiil ,25,000

12.000 I-iquit;-' shares of
Rs. 100 eacli

12,00,000 F-ixed Assets 12.8_r,0i)0

99ri, Debentures 5,00,000 Stock 3,03,000

Interest Accrued thereon 45 000 Debtors 2,50,000

Creclitors 5,00.000 Bank Balance 7,000

Share Issue Expenses 25,000

Profit and Loss A,,'c 6.00,000

TOT,{L 24.95,000 24,9s.ooq

Note: Preference clividend r.vas in arrears Rs. 40,000.

The tbllou,ing schenrc of ReconstlLrction is duly sanctioned:

(1) A new company Tev Ltd. is formed r,vith Rs. i5,00,000 as Authorisecl shate capital divided into

1,5U,000 Equitl' Sitlres of Rs. l0 elch.
(2) The company will acquirc Dev Ltd. on the follorving condition.s:

a) Old Companies debentures w.iil be paid by sarne amount o{ 109i, debentures in the nera'

compauy w,here as for the arrears of interest, ecluivalent amollnts of equity shares rvill be

issued.

b) The creditors will be paid for everl'Rs. 100 of their claim, Rs. I 6 in cash and ten equity shat'i::;

in the ncrv conrpari) .

c) Pref'erence sharcholders ar e given ten equit-v shares itr the new company for their claim cf
prelierence share capital.

d) I,iquit1. shaieholders will he given ten equity shares in the uerv company for eYery thtee shares

held in the old collpiur!',
e) Expenses of Rs. 20,000 rvill be borne by the ncw companyl as a part of purchase consideration.
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(3) The new company will take the current assets at their book value, except stock which will be

reduced by Rs. 15.000. Intangible assets are l1ot to appear in the new balance sheet, appropriate
ad-iustnrent being made in the vah:es of t-rxed assets.

(4) Remaining equity shares in the new company are issued to the public and are fully paid.

You are recluired to prepare:

a) In the books of Dev Ltd.:
( 1) Realisation Acconrrt.

(2) Dev Equity Shareholders A/c
(3) Tev Ltd. A/c

(b) Pass the jor-rrnal entries the books of Tev Ltd

oR.

QIXB) irrom the data relating to a courpany which went into liquidation, yoll are required (15)
to prepare the Liquidator's Final Statement of Account.

(i) Casir in hand was Rs. 53,000 and other assets realised Rs. 8,50,000.
(ii) 6% Debentures of Rs" 1,00,000 were discharged along with interest for 6 months.
(iii) Preferential creditors to be paid Rs. 36,050.
(iv) Other unsecured creditors Rs. 2,30,000.
(v) 5,000, l0%Preferencesharesof Rs. l00eachfullypaid,Preferencedividendisinarrearsfor

I year'.

vi) 3,000 Equity sirares of Rs. 100 each, Rs. 75 per 'share paid up.
(vii) 7,000 Equity sirares of Rs. 100 each, Rs. 60 per share paid up.
(vii) Liquidator's reutuneration is 0.5% on the other assets realised (except cash in hand) and 2%
or.r unsecnIar creditors incIuding preferential creditors.

Q5) A) Explain the types of underwriting in detail.

B) Explain the neecls arid importance of Intemal Reconstruction.?

Q5) C) Write short notes on (any 3):

l) Underwriting Comn-rission

2) Winding up of a company v/s Disso[ition of a company
3) Net Assets Method of calculatrng Purchase Consideration
4) Recluction of share capital

5) Benefits ofbuyback
xxxxx
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