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1. The balances of Gama Ltd. as at 31st March, 2016 are as follows: 

 

Particulars Rs. 

Equity Share Capital 
10,000 Shares of Rs.100 each 
Surplus in Statement of Profit & Loss  Rs. 
Balance on 1-4-2015 60,000 
Current year’s profit before tax  5,40,000  
Depreciation Fund: 
Machinery 8,000 
Investment  12,000  
Creditors 

 
 
 

Machinery 
Investment in(9% Govt.Securities) 
Stock Rs. 
Debtors 5,00,000 
Less: Prov. For Bad debts  20,000  
Cash at Bank 
Preliminary Expenses 

10,00,000 
 

 
6,00,000 

 
 

20,000 
50,000 

16,70,000 

 
1,00,000 
4,00,000 
4,00,000 

 
 

4,80,000 
2,00,000 

90,000 
16,70,000 

 
Additional Information: 

(i) The Profits of the company show an increasing trend of 20,000 since last three years. 

This will be continued in near future. 

(ii) Machinery now worth 2,00,000 

(iii) The tax rate of company is 50%. 

(iv) Normal Rate of return for such type of companies may be taken at 15%. 

(v) Goodwill of the company is to be calculated on the basis of 3 years purchase of super 



Profits. (taking weighted average of profits.) 

Find out the fair value of shares by actual rate of return method. Ignore additional 

Depreciation. 

2. A Limited Company had already issued 4,000 5% Debentures of 100 each. The company 

reserved the right, on giving due notice,to redeem them on any date after 31st March 2016 

at Rs.105. On 31st March,2016 the Debenture Redemption Fund was showing a balance of 

Rs.2,17,000 and the same amount stood invested outside the business. The directors gave 

notice to repay the debentures on 30th September,2016 in accordance with the terms of 

issue and at the same time offered the debenture-holders the right, instead of payment in 

cash to receive one new 7% debenture of Rs.100 at Rs.98 and Rs.7 in cash for existing 

debenture. Debenture-holders holding 2,800 debentures accepted the offer and the rest 

were paid out in cash. This Cash was provided by the company partly out of current funds 

and partly by the sale of a part of the investments which realized Rs.1,17,400, their book 

value being Rs,1,02,000. Set out the ledger accounts affected by the above transactions, 

ignoring interest payments. 

3. What is share certificate? 

4. What do you mean by issuing of securities at premium? 

5. Pass the journal entry for issue of shares at discount at the time of re-issue. 

6. What are the types of debentures according to conversion? 

7. Show the treatment of debentures issued as collateral security in company’s Balance 

Sheet? 

8. What the meaning of redemption of preference shares? 

9. What do you mean by buy-back of shares? 

10. Enumerate various methods and sources of redemption of debentures. 

11. What are different methods of redemption of debentures? Describe their 

characteristics. 

12. What is a future maintainable profit? 

13. How will you calculate goodwill by super profit method? 

14. Calculate the amount of actual average profit form the following information: 



Goodwill= 98000 (5 years purchase of super profit) 

Normal rate of return = 10% 

Average capital employed = 500000 Rs. 

15. What would be the formula to calculate the value of equity and preference share if 

preference shareholders have no preferences? 

16. What do you mean by Intrinsic Value of Shares? 

17. Under which circumstances the valuation of shares is needed? 

18. When the internal reconstruction is desirable? 

19. Name any 8 items which are written on the debit side of the capital Reduction Account 

at the time of internal reconstruction. 

20. What is Subsidiary Company? 

21. Explain the disadvantages of a Holding Company. 

22. What are the objects of a Holding Company? 

23. Explain minority interest in the context of consolidated Balance Sheet? 

24. Give formula for goodwill in context of consolidated Balance Sheet? 

25. Mention the situations for voluntary winding up of a company? 



 



 



 



 



 



 



 



 



 



 


