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CORPORATE ACCOUNTING — GENERAL

Paper : DSE-5.2A

Full Marks : 80

Candidates are required to give their answers in their own words
as far as practicable.

Sky Ltd., 20,000 50 
Face Value 10 110 Vesting

(exercise) 

Sky Ltd.

Pioneer Ltd. Underwriting- 10 10,000 

X : 6,000 shares Y : 2,500 shares Z : 1,500 shares

Firm Underwriting

X : 800 shares Y : 300 shares Z : 1,000 shares

Firm Underwriting 7,100 (Marked
Application) 

X : 1,000 shares Y : 2,000 shares Z : 500 shares

Underwriter Firm Underwriting 
Underwriter-

Please Turn Over
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31.03.2020 Petro Ltd. 

Particulars `

1,20,000 equity shares of ` 10 each fully paid 12,00,000

Capital Redemption Reserve 3,00,000

Plant Revaluation Reserve 40,000

Securities Premium 3,00,000

Development Rebate Reserve 4,60,000

Investment Allowance Reserve 5,00,000

General Reserve 6,00,000

01.04.2020 2 1 4
1 14 

Journal Entry 

31.03.2020 Green Private Ltd. Balance Sheet-

Particulars `

Share Capital : Equity shares of ` 10 each 40,000

Reserves and surplus 24,000

Long-term borrowings : 5% Debentures 10,000

Creditors 10,450

Tangible assets 33,900

4% Investment (Face value ` 8,000) 7,200

Inventories 16,000

Debtors 19,350

Cash and bank 8,000

(Net earnings) 

Year ended 31.03.2018 : ` 10,100; Year ended 31.03.2019 : ` 10,850; Year ended 31.03.2020 : ` 12,200

10% (normal rate of return) 
(Three years’ purchase of super profit) 
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31.03.2020 Sylvan Ltd. [Fig. in `]

Building (Market value ` 9,13,000) 5,50,000 Trade payables 14,000

Inventories 60,000 Share Capital :

Trade receivables 1,24,000 15,000 Equity shares of ` 10 each, 1,50,000

Cash at bank 1,42,000 fully paid

8% Debenture 25,000 10,000 Equity shares of ` 10 each, 70,000
` 7 paid

fully paid up partly paid up 

31.03.2020 Kolkata Tubes Ltd.

8% Debentures ` 1,20,000

Sinking fund (for redemption of debentures) ` 1,00,000

Sinking Fund Investment in 6% Govt. Bond (Nominal Value ` 1,10,000) ` 1,00,000

01.04.2020 nominal value 90% Debenture at par
(redeem) 

8% Debenture Account, Sinking Fund Account Sinking Fund Investment Account

2013 

31 2020 E. Ltd.- Balance Sheet-

(Amount) `

6,00,000 Equity Shares of ` 10 each fully paid 60,00,000

General Reserve 14,00,000

Securities Premium 10,10,000

12% Debentures of ` 100 each 28,00,000

Trade Payables 9,20,000

2020 Equity share- buyback-

20 equity share buyback 16 

Buyback- Premium Securities Premium A/c 

7,80,000 Investment 7,40,000 

Please Turn Over
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Finolex Ltd. 30,000 Equity Share 10 20%

On application : ` 6 per share (including premium of ` 2);
On allotment : ` 4 per share;
On call : Balance amount.

40,000 shares
Miss Ritika 400 

Share- 200
Miss Ankita 8 

Finolex Ltd.

31.03.2020 Zee Ltd. Trial Balance-

Debit ` . Credit ` .

Stock on 01.04.2019 75,000 Share capital 1,00,000
Purchases 2,40,000 (Equity shares of ` 10 each)
Wages 35,000 Sales 3,40,000
Carriage 900 Discount 3,000
Furniture 17,000 Profit and Loss Balance 15,000
Salaries 7,500 Creditors 25,000
Rent 10,000 Bills Payable 10,000
Administration expenses 12,000 10% Debentures 37,000
Plant and Machinery 70,000 General Reserve 20,500
Debtors 35,000
Bills receivable 5,000
Cash 8,000
Bank 15,000
Long-term investments 20,100

5,50,500 5,50,500

31 2020 (Statement of Profit and
Loss) (Balance Sheet) 
(a) The authorised capital of the company is ` 2,00,000
(b) Stock as on 31.03.2020 ` 88,000
(c) Depreciate Plant & Machinery and Furniture at 10%
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(d) The directors recommended :
(i) An equity dividend of 25%
(ii) Transfer 10% of net profit of the period of General Reserve

(e) Ignore Corporate Dividend Tax. 10+10

Amalgamation in the nature of merger (As per Accounting standard-14)-

Som Ltd. April 1, 2020 Dove Ltd. 

(i) Som Ltd. issued 56,000 equity shares of ` 100 each at a premium of ` 15 per share to the
equity shareholders of Dove Ltd.;

(ii) Cash payment of ` 39,000 was made to equity shareholders of Dove Ltd.;
(iii) 24,000 fully paid preference shares of ` 50 each issued at par to discharge the preference

shareholders of Dove Ltd.;
(iv) The 8% Debentures of Dove Ltd. (` 78,000) converted into equivalent value of 9%

Debentures in Som Ltd.;
(v) The actual cost of liquidation of Dove Ltd. was ` 23,000. Liquidation cost is to be reimbursed

by Som Ltd. to the extent of ` 15,000.

AS-14

Som Ltd.

31st March, 2020 Timtim Ltd. Balance Sheet 

(Amount) `

3,000 6% Preference shares of ` 100 each, fully paid up 3,00,000

45,000 Equity shares of ` 10 each, fully paid up 4,50,000

Profit and Loss Account Debit Balance (1,50,000)

Bills Payable 50,000

Sundry Debtors 60,000

Bank Overdraft 1,00,000

Land and Building 2,70,000

Plant and Machinery 2,40,000

Goodwill 42,300

Patent 18,000

Inventory 88,800

Debtors 1,50,900

Please Turn Over



( 6 )R(5th Sm.)-Corporate Accounting-G/DSE-5.2A/CBCS

Dividends on Preference Shares are in arrear for three years. The company passes a special resolution
to reduce its capital in accordance with the following scheme and the same is duly sanctioned by the
Court :

Each 6% preference share is converted to 8%, Preference shares of ` 75 each, fully paid. The
value of equity shares is brought down to ` 8 per share fully paid.

The arrears of dividend on preference shares are sacrified by the preference shareholders.

Goodwill to be written off fully.

Land and Building and Plant and Machinery are revalued at 135% and 80% of their respective
book values.

Book debts worth ` 7,200 are to be treated as bad and hence to be written off.

The balance of total capital reduction is to be utilised in writing down patents.

[ English Version ]

The figures in the margin indicate full marks.

Group - A

Answer any four questions.

1. Sky Ltd. granted 20,000 options at ` 50 each to its employees under Employees’ Stock Option Scheme.
The face value of each option was ` 10 and its market price at that time was ` 110. The vesting period
was two years. All the employees exercised their options fully. Show the journal entries in the books of
Sky Ltd. 10

2. The following underwriting took place for Pioneer Ltd., which invited applications for 10,000 shares of
` 10 each :

X : 6,000 shares Y : 2,500 shares Z : 1,500 shares

In addition, there were firm underwriting as follows :

X : 800 shares Y : 300 shares Z : 1,000 shares

Total subscription including firm underwriting was 7,100 shares, and the forms included the following
marked forms :

X : 1,000 shares Y : 2,000 shares Z : 500 shares

You are required to compute the underwriter’s liability in number of shares when the specific benefit
of firm underwriting is to be given to the underwriters. 10
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3. Petro Ltd. provides the following information as on 31.03.2020 :

Particulars `

1,20,000 equity shares of ` 10 each fully paid 12,00,000

Capital Redemption Reserve 3,00,000

Plant Revaluation Reserve 40,000

Securities Premium 3,00,000

Development Rebate Reserve 4,60,000

Investment Allowance Reserve 5,00,000

General Reserve 6,00,000

On 01.04.2020, the company decided to issue Bonus shares at par to its shareholders at the rate of
1 share for every 2 shares held and right shares at the rate of 1 share for every 4 shares held at
` 14 per share.

Show necessary Journal entries in the books of Petro Ltd. to give effect to above transactions. 10

4. The Summarised Balance Sheet of Green Private Ltd. as at 31.03.2020 is given below  :

Particulars `

Share Capital : Equity shares of ` 10 each 40,000

Reserves and surplus 24,000

Long-term borrowings : 5% Debentures 10,000

Creditors 10,450

Tangible assets 33,900

4% Investment (Face value ` 8,000) 7,200

Inventories 16,000

Debtors 19,350

Cash and bank 8,000

The net earnings for the last three years were as follows :

Year ended 31.03.2018 : ` 10,100; Year ended 31.03.2019 : ` 10,850; Year ended 31.03.2020 : ` 12,200.

You are required to ascertain the value of goodwill at 3 years’ purchase of super profit (take simple
average profit) assuming normal rate of return on capital employed at 10%. Ignore income tax.

10

Please Turn Over
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5. The following information is related to Sylvan Ltd. as on 31.03.2020 : [Fig. in `]

Building (Market value ` 9,13,000) 5,50,000 Trade payables 14,000

Inventories 60,000 Share Capital :

Trade receivables 1,24,000 15,000 Equity share of ` 10 each, 1,50,000

Cash at bank 1,42,000 fully paid

8% Debenture 25,000 10,000 Equity share of ` 10 each, 70,000

` 7 paid

Calculate the value of each fully paid-up and partly paid up Equity share. 10

6. The following balances appeared in the books of Kolkata Tubes Ltd. on 31.03.2020

8% Debentures ` 1,20,000

Sinking Fund (for redemption of debentures) ` 1,00,000

Sinking Fund Investment in 6% Govt. Bond (Nominal Value ` 1,10,000) ` 1,00,000

On 01.04.2020 all the investments were sold at 90% of nominal value and the debentures were redeemed
at par. Prepare 8% Debentures Account, Sinking Fund Account and Sinking Fund Investment Account
in the books of the company. 10

7. State the relevant provisions of the Companies Act, 2013 relating to redemption of Preference Shares.
10

8. The following balances are included Balance Sheet of E. Ltd. as on 31st Mrach, 2020 :

(Amount) `

6,00,000 Equity Shares of ` 10 each fully paid 60,00,000

General Reserve 14,00,000

Securities Premium 10,10,000

12% Debentures of ` 100 each 28,00,000

Trade Payables 9,20,000

On 1st April 2020, the shareholders of the company have approved the scheme of buyback of equity
shares as under :

(a) 20% of the equity shares would be bought back at ` 16 per share.

(b) Premium payable on buyback of shares should be met from the Securities Premium Account.

(c) Investments would be sold for ` 7,80,000 (Book value being ` 7,40,000).

Pass journal entries to record the above transactions. 10
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Group - B

Answer any two questions.

9. The directors of Finolex Ltd. have invited an application for 30,000 equity shares of ` 10 each to be
issued at 20% premium. The money payable on the shares are as follows :

On application : ` 6 per share (including premium of ` 2);
On allotment : ` 4 per share;
On call : Balance amount.

Applications were received for 40,000 shares and allotment was made pro-rata amongst the applicants.
All the shareholders paid their dues within the due time except Miss Ritika, applied for 400 shares, failed
to pay the allotment money. Her shares were forfeited after the subsequent call.

200 forfeited shares were reissued as fully paid on payment of ` 8 per share to Miss Ankita.

Show the necessary journal entries (including cash transaction) in the books of Finolex Ltd. 20

10. The Trial Balance of Zee Ltd. as on 31.03.2020 is as below :

Debit ` . Credit ` .

Stock on 01.04.2019 75,000 Share capital 1,00,000
Purchases 2,40,000 (Equity shares of ` 10 each)
Wages 35,000 Sales 3,40,000
Carriage 900 Discount 3,000
Furniture 17,000 Profit and Loss Balance 15,000
Salaries 7,500 Creditors 25,000
Rent 10,000 Bills Payable 10,000
Administration expenses 12,000 10% Debentures 37,000
Plant and Machinery 70,000 General Reserve 20,500
Debtors 35,000
Bills receivable 5,000
Cash 8,000
Bank 15,000
Long-term investments 20,100

5,50,500 5,50,500

Prepare Statement of Profit and Loss for the year ended March 31, 2020 and Balance Sheet as at that
date considering, the following information :
(a) The authorised capital of the company is ` 2,00,000
(b) Stock as on 31.03.2020 ` 88,000
(c) Depreciate Plant & Machinery and Furniture at 10%
(d) The directors recommended :

(i) An equity dividend of 25%
(ii) Transfer 10% of net profit of the period of General Reserve

(e) Ignore Corporate Divident Tax. 10+10
Please Turn Over
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11. (a) Mention the conditions that are to be satisfied (as per AS-14) to consider amalgamation in the
nature of merger.

(b) Som Ltd. agreed to takeover Dove Ltd. on Apri. 1, 2020. The terms and conditions of takeover
were as follows :

(i) Som Ltd. issued 56,000 equity shares of ` 100 each at a premium of ` 15 per share to the
equity shareholders of Dove Ltd.

(ii) Cash payment of ` 39,000 was made to equity shareholders of Dove Ltd.

(iii) 24,000 fully paid preference shares of ` 50 each issued at per to discharge the preference
shareholders of Dove Ltd.

(iv) The 8% Debentures of Dove Ltd. (` 78,000) converted into equivalent value of 9%
Debentures in Som Ltd.

(v) The actual cost of liquidation of Dove Ltd. was ` 23,000. Liquidation cost is to be reimbursed
by Som Ltd. to the extent of ` 15,000.

You are required to :

(1) Calculate the amount of Purchase Consideration as per the provisions of AS-14; and

(2) Show necessary Journal entries in the books of Som Ltd. for discharge of Purchase
Consideration. 5+(8+7)

12. Following balance were available from the Balance Sheet of Timtim Ltd. as at 31.03.2020 :

(Amount) `

3,000 6% Preference shares of ` 100 each, fully paid up 3,00,000

45,000 Equity shares of ` 10 each, fully paid up 4,50,000

Profit and Loss Account Debit Balance (1,50,000)

Bills Payable 50,000

Sundry Debtors 60,000

Bank Overdraft 1,00,000

Land and Building 2,70,000

Plant and Machinery 2,40,000

Goodwill 42,300

Patent 18,000

Inventory 88,800

Debtors 1,50,900
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Dividends on Preference Shares are in arrear for three years. The company passes a special resolution
to reduce its capital in accordance with the following scheme and the same is duly sanctioned by the
Court :

(a) Each 6% preference share is converted to 8%, Preference shares of ` 75 each, fully paid. The
value of equity shares is brought down to ` 8 per share fully paid.

(b) The arrears of dividend on preference shares are sacrificed by the preference shareholders.

(c) Goodwill to be written off fully.

(d) Land & Building and Plant & Machinery are revalued at 135% and 80% of their respective book
values.

(e) Book debts worth ` 7,200 are to be treated as bad and hence to be written off.

(f) The balance of total capital reduction is to be utilised in writing down patents.

Give necessary Journal entries to give effect to the above. 20


