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1. Answer any five questions.                                                            (  2 x 5 =10   ) 

 

a) What do you mean by ‘participative preference Share’? 

 

b) What is meant by pro-rate allotment of share? 

 

c) What is secret reserve? 

 

d) How is Capital Redemption Reserve created? 
 

e) Mention two features of Debenture? 

 

f) What is meant by capitalisation of reserve? 

 

g) What do you mean by cum-interest in case of transaction of investment? 

 

h) What is fully paid up Bonus Share? 
 

 

2. Answer any four questions.                                                                    (  5 x 4  =20   ) 

 

a) What are the difference between Share and Debenture? 

 

b) A Company had share capital consisting of 50,000 equity shares of Rs.100 each, 

Rs.80 per share called & paid up. The company had free reserve of Rs.35, 00,000. 

With a view to capitalising a part of the reserve, the directors of the company 

recommended that: 

i) The existing partly up paid shares be made fully paid up without the shareholders 

having to pay anything. 

ii) The shareholders be issued one bonus share at a premium of Rs.5 per share for 

every five shares held, after these are being made fully paid up. 



Assuming that the above recommendations are accepted. Show the necessary 

journal entries in the books of the company. 

 

c) Mention in brief, the different methods of ascertaining purchase consideration. 

 

d)  Distinguish between Reserve Capital and Capital Reserve. 

 

e) Pass the necessary Journal entries in the books of Record Ltd for the following 

issues:- 

 

i) Record Ltd. issues 6000, 10% Debentures of Rs 100 each at a discount of 

5%, redeemable at the end of 5 years at par. 

ii) Record Ltd. Issues 5000, 12% Debentures of Rs 100 each at a premium of 

5% redeemable at the end of 5 years at a premium of 5%. 

f) What are the causes of merger of companies? 

 

3. Answer any one question.                                                                      (10 × 1  =10) 

 

a) Akash Ltd. with an authorised capital of Rs. 5,00,000 divided into 50,000 equity 

shares of Rs. 10 each,  issues 20,000 equity shares at a premium of Rs.2 per share, 

payable as follows: 

On Application Rs.5 per share. (including premium) 

On Allotment Rs. 4 per share 

 On Call Rs. 3 per share. 

Applications for 30000 shares are received and allotment has been made on pro-

rata basis. Excess application money has been adjusted with the amount due on 

allotment. All money is received in full with the exception of call money on 500 

shares. These 500 shares are duly forfeited and subsequently, 400 of these 

forfeited shares are re-issued at Rs. 7 per share as fully paid up. 

Show the necessary journal entries in the books of the company. 

 

b) What is Capital Reduction? What are the conditions that must have to be fulfilled 

before reduction of capital taking place?              2+8 
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