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Instructions : (1) All questions in Section-I carry equal marks. 

    (2) Attempt any two questions in Section-I. 

   (3) Section-II is compulsory. 

 

SECTION – I 

Attempt any two questions : 

1. Amar, Akbar & Anthony are partners sharing profits and losses in the ratio of 2 : 2 : 1 
respectively. The firm was dissolved on 31-03-2021 and the following is the Balance-
sheet on the date of dissolution : (20) 

LIABILITIES ` ASSETS ` 

Capital Accounts :  Land & Building 5,40,000 

Amar  2,70,000  Furniture & Fixtures 90,000 

Akbar         2,25,000  Plant & Machineries 90,000 

Anthony      1,35,000 6,30,000 Stock 1,66,500 

General Reserve 67,500 Debtors 1,10,250 

Loan from Akbar 1,10,250 Bills Receivable 90,000 

Loan from State Bank of India 1,82,250 Cash 29,250 

Creditors 2,00,000 Profit & Loss A/c (Debit) 90,000 

Bills Payable 16,000   

 12,06,000  12,06,000 

 Loan from State Bank of India is secured against Land & Building. The assets are 
realized as under : 

 First Instalment : 2,92,500 Second Instalment : 1,62,000 

 Third Instalment : 1,71,000  Fourth Instalment : 2,06,100 
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 A sum ` 67,500 was kept aside for dissolution expenses. However, the actual 

dissolution expense was ` 54,000 and was paid off. 

 Prepare the statement showing Piecemeal Distribution of cash among partners as per 

Surplus Capital Method. 

OR 

 Explain in detail “Maximum Loss Method” with imaginary figures. 

 

2. The Ascent Avenue Ltd issued 2,50,000 equity shares of ` 10 each at a security 

premium of 20%. The Amount per share is called up as under : (20) 

 On Application  ` 4 

 On Allotment  ` 6 (with security premium) 

 On first & final call  ` 2 

 The company received applications for 5,00,000 shares, out of which applications of 

1,50,000 shares were fully rejected. Applications of 50,000 shares were fully accepted 

and Pro-rata allotment was made to the remaining applications. Excess application 

money was adjusted by company as allotment money. 

 Shri Amit who had been allotted 600 equity shares under Pro-rata category could not 

pay first and final call money on his allotted shares. His shares were forfeited and after 

giving him legal notice, his shares were reissued to Shri Mohit at ` 7 per share as fully 

paid. Write necessary Journal Entries in the books of the Ascent Avenue Ltd. 

OR 

 Explain the following with reference to calculate Profit prior to Incorporation of 

company with the help of example : 

 (1) Accounting treatment of Bad-debts, Bad-debt Reserve, Salesmen’s salary, 

Salesmen’s Commission 

 (2) Sales Ratio & Time Ratio 

 (3) Accounting treatment of Interest on Purchase Price of business. 



MF-106 9 P.T.O. 

3. The following is the Balance Sheet of Aarav and Ayan Co. as on 31-3-21. (20) 

LIABILITIES ` ASSETS ` 

Capital :  Building 5,94,000 

Aarav 4,95,000  Machineries 3,96,000 

Ayan          3,63,000 8,58,000 Investments [MV.` 1, 32,000] 99,000 

Workmen Profit Sharing Fund 33,000 Stock 3,63,000 

Workmen Compensation Fund 49,500 Debtors 2,80,500  

Bank Loan 6,60,000 Less : Bad Debts 16,500  

Creditors 82,500 Less : BDR 33,000 2,31,000 

Bills Payable 33,000 Prepaid Expenses 8,250 

  Cash 24,750 

 17,16,000  17,16,000 

 On 01-04-2021 Shradhha Ltd. was incorporated with an authorized capital of 16,500 

equity shares of  ` 100 each to take over the running business of the above firm.  

 Conditions for business purchase : 

 (1) The building was taken over for ` 6,60,000 and stock was taken over for                         

` 3,30,000. 

 (2) Debtors are subject to 10% Bad Debt Reserve. 

 (3) The purchase consideration is to be satisfied by issuing 6600 equity shares of ` 80 

paid up at the rate of ` 120 and ` 1,55,100 to be paid in cash. 

 (4) The company has issued remaining shares to the public at ` 80 paid up at the rate 

of 120.  

 Pass necessary journal entries for the above transactions in the books of Shradhha Ltd. 

and also prepare initial Balance Sheet of the company. 

                             OR 

 Explain the following with the help of example : 

 (1) Vendor’s Debtors Account. 

 (2) Vendor’s Creditors Account. 

 (3) Vendor’s Suspense Account 
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4. The following are the balances extracted from the Trial Balance & other data of 

CASAMIA Fabrics Ltd as on 31.03.2021. Prepare the Balance-sheet as per Part-I of 

Schedule-Ill of the Companies Act, 2013. (20) 

PARTICULARS AMOUNT           

` 

1. Plant & Machinery 5,40,000 

2. 8% Preference Share 1,65,000 

3. Loose Tools 48,900 

4. Computer Software & Mobile Application 24,975 

5. Advertisement Suspense A/c 9,000 

6. 12 % Investment - Ascent Avenue Ltd 73,500 

7. Office Furniture 1,44,180 

8. Equity Share Capital 4,50,000 

9. Bills Payable 8,550 

10. Creditors for Expenses 10,800 

11. Provision for Taxation 7,965 

12. Spare-parts & Stores 30,060 

13. Cash & Bank 6,900 

14. Debtors 57,000 

15. Business Loan - Mortgaged 93,000 

16. General Reserve 1,24,500 

17. Creditors for Goods 42,000 

18. Cash-credit - Overdraft 22,500 

19. Accrued Interest on Investment 15,300 

20. Staff welfare Fund 25,500 

OR 

 Prepare the format of Profit and Loss Statement with imaginary figures as per Part-II of 

Schedule-III of the Companies Act, 20l3. 
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SECTION – II 
5. In the following questions, more than one option are given. Select the correct answer : 

(Attempt any five)  (10) 

 (1) The following is not the part of ‘Reserve and Surplus’ of Balance-sheet  

  (a) Debenture Redemption Reserve  

  (b) Capital Redemption Reserve  

  (c) Proposed Dividend  

  (d) General Reserve 

 (2) The Surplus Capital Method for Piecemeal distribution of cash is also known as 
_______.  

  (a) Maximum Capital Method  (b) Minimum Capital Method  

  (c) Proportionate Capital Method (d) None of the Above 

 (3) What is the maximum rate of Interest received on calls in arrears as per Table A ? 

  (a) 18%   (b) 12%  

  (c) 10%   (d) 5% 

 (4) Profit prior to incorporation of a company is known as ______.  

  (a) Capital Profit  (b) Revenue Profit  

  (c) Deferred Revenue Income  (d) None of the above 

 (5) Goodwill is ________. 

  (a) Purchase consideration 

  (b) Net Assets less Purchase Consideration 

  (c) Purchase Consideration less Net Asset taken over 

  (d) None of above 

 (6) When a purchaser of business pays the firm’s dissolution expenses, then the same 
is debited to ________. 

  (a) Vendor’s A/c. (b) Goodwill A/c 

  (c) Share capital A/c (d) None of the Above 

 (7) In Piecemeal distribution of cash, the credit balance of Profit and Loss account 
is______.  

  (a) Deducted from Cash  

  (b) Added to Cash 

  (c) Deducted from Partner’s Capital Account  

  (d) Added to Partner’s Capital Account 
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 (8) Which of the following is covered by “Contingent Liability” in case of a 
Company ?  

  (a) Unpaid Salary to employees  

  (b) Unpaid Interest on Debenture  

  (c) Unpaid Dividend on Equity Shares  

  (d) Accumulated dividend on Cumulative Preference share. 

 (9) The amount of “Authorized Capital” of company is included in total amount of 
Share Capital.  

  (a) True   (b) False 

  (c) Partly True and Partly False (d) None of the above 

 (10) A company _______shares at Discount @ _______.  

  (a) Can issue, 10%   

  (b) Can not issue, ……. 

  (c) Can issue with the permission of Central Government, 5%  

  (d) Can issue, 5% 

 (11) If 10% Debentures of ` 5,00,000 are given in the Trial-balance and interest on 

Debenture paid is ` 25,000, then the amount to be debited to Profit & Loss 
Account is _____.  

  (a) ` 25,000  (b) ` 50,000  

  (c) ` 75,000  (d) None of the above 

 (12) Director’s fees in the calculation of profit prior to incorporation is to be allocated 
__________.  

  (a) in Time ratio  (b) in Sales ratio  

  (c) in Pre-incorporation  (d) in Post-incorporation. 
_____________ 


