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Q1. Sagar Company Limited was formed on 1* January 2021 with an Authorised capital [17]
Of Rs. 500000 divided into 20000 10% cumulative Preference shares of Rs. 10 each and
30000 Equity shares of Rs. 10 each to acquire the going concern of Mr. Jay and Vijay.
The Balance-Sheet of the firm was as under on that day. :

Liabilities Amount [Rs.] | Assets Amount-[Rs.]
Capital: Land and building 50000
Jay 150000 Plant and Machinery 70000
Vijay 100000 Furniture and Fittings 10000
Reserve Fund 30000 Patents 30000
Creditors 20000 Stock 80000

.Debtors : 50000

Less: Bad debts 1000 49000

Cash and bank Balance - 11000

300000 300000 -

The company agreed to pay the purchase price in 20000 Equity shares of Rs. 10 each
fully paid and 12000 Preference Shares of Rs. 10 each. The balance of both kinds of
shares was issued to the public and paid for by them with the exception of 1000 shares
on which Rs. 3 per share was not paid. Give Journal Entries to record the above
transactions and prepare the Balance-Sheet of the company.
OR
QIA. Explain the methods of Purchas» Consideration. o (10]
Q1B. Calculate Goodwill from the folowing. [07]
Land and building Rs. 50000, Plant and Machinery Rs. 40000, Furniture Rs. 10000,
Stock Rs. 50000, Debtors Rs. 20000, Creditors Rs. 15000,
The Purchase Consideration is fixed at Rs. 200000.

Q2. Akash company acquires a business on 1% April 2021 is being incorporated on [18]
1* August 2021. The account are draw up upto 31" December 2021,
The Gross profit is Rs. 120000
The General Expenses are Rs. 18000
Directors fees Rs. 60000 per annum
Preliminary Expenses Rs. 5000
Rent to 30" September 2021 was Rs. 3600 per annum after which it was increased to Rs,
7200 per annum. Salary of the manager who upon incorporated was made a Director was
Rs. 4800 per annum [since incorporated included in Directors fees above]|
Prepare the profit and loss account showing the profit of period prior to and after
incorporation. The total sales were Rs. 1860000 the monthly average of which for the
four months of April to July 2021 being one-forth of that of the remaining period. The
company earned a uniform profit.

OR
Q2. Write a note on Profit prior to Pre and Post incorporation period. [18]
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Q3. 0n 31" March 2021 the Balance-Sheet of Sachin Ltd. Ts as follows:

(17]

["Liabilities Amount [Rs.] | Assets Amount [Rs.]
Issued and Paid up| 200000 | Goodwill 70000
Capital
8% Cum. Preference
share of Rs. 100 each
Equity shares of Rs. 10 500000 Freehold Propeity 280000
each
8% Debentures 150000 Plant 75000
Accrued and due interest 6000 Patents 35000
Bank Overdraft 84000 Investments 55000
Directors Loan 40000 Stock 165000
Creditors 200000 Debtors 200000

Preliminary Expenses 35000
Profit and Loss Account 265000
1180000 1180000

The following scheme of reconstruction is approved and implemented:

1.
2.
3.

o

Mo

Preference shares are to be written down to Rs. 60 each.
Equity shares are to be written down to Rs. 3 each. -
From 1-4-2017 dividend on preference shares are not declared and paid. Of the
preference shares dividend in arrears % th are to be waived and for the remaining 1/4™
fully paid up equity shares are to be allotted at par.
The Debenture holders agreed to have their accrued and due interest to be accepted in
cach and to take over free hold property [Book value 300007 at a valuation of Rs.
75000 in part payment of amount due to them.,
Remaining free hold property is valued at Rs. 300000.
Investments are to be sold for Rs. 91000.
The Directors accept settlement of their Loan as to 80% thereof by allotment of
Equity shares 10% in cash and the balance being waived.
Goodwill, Patents, Preliminary Expenses and Debit balance of Profit and Loss
Account are to be written off.
The remaining amount is to be utilized in writing down plant and stock proportion of
their book values.
Prepare Journal Entries in the books of the Company

OR

Q3. What is Capital reduction? Explain the methods of Reducing Share Capital in detail, [17]

e



Q4. Explain the methods of Liquidation of a company in detail. ' [18]
OR

Q4. Amit Limited went into voluntary Liquidation on 30™June 2021 when its Balance- [18]
Sheet was as under.

Liabilities .| Amount [Rs.] | Assets Amount [Rs.]
Share Capital: |
Authorized . Goodwill 25000

5000 Equity. shares of Rs.
100 each 500000 :
Paid Up: 3000 Equity shares 3060000 Land and building 210000
of Rs. 100 each fully paid .

Profit and Loss Account 3000 Machinery 165000
8% Debentures 50000 Furniture : 3000
Outstanding  interest on 4600 Stock 170000
Debentures

Provident Fund 3000 Debtors 25000
Creditors 236500 Cash balance 12000

Two months salary of Threc 13500
clerks '

610000 610000

Other information:

1. Debenture Holders were paid on 31* December 2021.

2. Liquidation expenses amounted to Rs. 1000,

3. The Liquidators remuneration is 2% of the amount realized by him and 4% on
the amount paid to preferential creditors and 10% on amount disiributed to the
equity shareholders. '

4. The assets realized as follows;

Land and Building Rs. 150000
Machinery Rs. 171000

Stock Rs. 155000

Furniture Rs. 4000

Debtors Rs, 23000

Prepare the Liquidators Account.
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