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 Attempt all questions.  

1. Unless otherwise stated, a preference share is always deemed to be:          (1) 
 a) Cumulative, participating and non convertible  
 b)  Non-cumulative, non-participating and non-convertible  
 c)  Cumulative, Non-participating and Non-convertible  
 d)  Non-cumulative, participating and non-convertible.      

2. Kundan Ltd. Forfeited 800 shares of Rs. 10/- each issued at 10% premium to Shyam  
 (Rs. 9/- called up) on which he did not pay Rs. 3/- of allotment(including premium) and  
 first call of Rs. 2/-. Out of these, 600 shares were reissued to Ram as fully paid up for  
 Rs. 9/- per share.  What is the amount to be transferred to Capital Reserve? 
 a)    Rs. 2,400/- b)   Rs. 1,800/-  c)   Rs. 3,000/-  d)   Rs. 3,600/-    (1)                              

3. Share Application Account is in the nature of 
 a) Personal Account    b)  Real Account  
 c)  Nominal Account    d)  None of the above.            (1)                      

4. Interest payable on debentures is  
 a) An appropriation of profits of the company  
 b)  A charge against profits of the company  
 c)  Transferred to Sinking Fund Investment account  
 d)  Transferred to General Reserve             (1) 

5. Purchase of its own debentures by a company when these are not cancelled will  
 be shown in the balance sheet 
 a) Under the Intangible Assets heading on the assets side.  
 b)  Under the Non-Current Investment heading on assets side. 
 c)  Under long term borrowings heading on equity and liabilities side. 
 d)  Under the debentures heading on the equity and Liabilities side.                           (1) 

6. Where is ‘Debenture Redemption Reserve transferred right after the redemption  
 of all debentures? 
 a) Capital Reserve Account   b)  Sinking Fund Account  
 c)  Statement of Profit and Loss   d)  General Reserve Account.         (1) 

7. Sagar Ltd. Company forfeited 300 shares of Mr. Pratyush who had applied for 500 shares on 
account of non-payment of allotment money Rs. 5/- (including premium Rs. 2) and first call 
Rs 2. Only Rs. 3/- per share was received with application. Out of these, 200 shares were re-
issued to Mr. Devansh as fully paid shares for Rs. 8/- per share. Give journal entries relating 
to forfeiture and re-issue.                                                                              (3) 

8. Aditya Ltd. Purchased machinery worth Rs. 4,00,000/-  from Krishna Ltd. On 1-1-2015.  
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 Rs. 1,00,000/- were paid immediately and the balance was paid by issue of Rs. 2,80,000/- 
 12% debentures in Aditya Ltd. Pass journal entries in the books of Aditya Ltd.        (3) 

9. Drumbeats Ltd. had a prosperous shoe business. They were manufacturing shoes  
 in India and exporting to Italy. Being a socially aware organization, they wanted to  
 pay back to the society. They decided to not only supply free shoes to 50 orphanages  
 in various parts of the country but also give employment to children from those  

orphanages who were above 18 years of age. In order to meet the fund 
requirements they decided to raise 20,000, 12% debentures of Rs 100 each at a par 
and redeemable at a premium of 5%. Pass journal entries during issue and identify 
the values which the company wants to communicate to the society.                    (4)                               

 
10. Sunzara Ltd. had Rs. 10,00,000/-  9% debentures due to be redeemed out of profit on  
 1st January 2015 at a premium of 5%. The company had a Debenture Redemption  
 Reserve of Rs. 2,14,000/-. Pass necessary journal entries at the time of redemption.     (4) 

11. Srijan Ltd. issued Rs. 10,00,000/- new capital divided into Rs. 100/- shares at a premium  
 of Rs. 20/- per share, payable as under: 

On application: Rs. 10/- per share, On Allotment: Rs. 40/- per share (including 
premium of Rs. 10/- per share) On first and final call-Balance. Excess application 
money can be used for allotment and for first and final call. The issue was 
oversubscribed to the extent of 13,000 shares. Applicants for 12,000 shares were 
allotted only 2,000 shares and applicants for 3,000 shares were sent letters of regret 
and application money was returned to them. All the money due was duly received.  
Give journal entries in the books of the company.                                               (6) 

12. Pass necessary journal entries for the redemption of debentures in the following 
cases in the books of Jain Ltd: 

 a) Redeemed 5,400, 12%debentures of Rs. 100/- each by draw of lots. 
 b) Purchased for immediate cancellation 930, 12% debentures of Rs. 1,000/- 

each at Rs. 975/- each.             (6) 
13. a) JMJ Ltd. Invited applications for 1,00,000 equity shares of Rs. 10/- each. The shares 

were issued at a premium of Rs. 5/- per share. The amount was payable as follows:  
 On Application and allotment Rs. 8/- per share (including premium of Rs. 3/-) 

Balance including premium on the first and final call.  
Applications for 90,000 shares were received and were fully allotted. All the money  
received with the exception of first and final call on 200 equity shares held by 
Akshay. These shares were subsequently forfeited. Pass necessary journal entries to 
record the above issue of shares and prepare the extract of Balance sheet of the 
company as per Schedule III Part I of the Companies Act, 2013. Also prepare ‘Notes 
to Accounts’ for the same.                      (8) 

(OR) 
    b)   Jagmohan Ltd. Invited applications for issuing 1,00,000 shares of Rs. 10/- each at a  
 premium of Rs. 4/- per share payable as follows: 
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 On Application Rs. 4/- (including premium of Rs. 2/-), On Allotment Rs. 4/- (including  
premium of Rs. 2/-) and On first and final call Rs. 6/-. Applications were received for 
1,30,000 shares and pro- rata allotment was made to all  
applicants as follows: 
(i) Applicants for 80,000 shares were allotted 60,000 shares, and 
(ii) Applicants for 50,000 shares were allotted 40,000 shares. 

         Ram, who belonged to the first category and was allotted 900 shares failed to pay the  
 allotment money and call money.  Shyam, who belonged to the second category  who  
 applied for 1,000 shares also failed to pay the allotment money and call money. 
 Their shares were forfeited and 1,400 of the forfeited shares were re-issued @ Rs. 9/-  
 per share as fully paid. Re-issued shares included whole of Shyam’s share. 
 Pass necessary journal entries.                                                        (8) 

-x-x-x-x-x-x- 
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