B.com 2nd year
TEST

NOTE : All working notes should be shown distinctly.

1. State, with reasons in brief, whether the following statements are correct or incorrect: 
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vi. The term ‘distributable profits’ means profits which would otherwise be available

for dividends.

   vii. The logic behind the creation of the capital redemption reserve is to maintain the

capital structure of the company intact after redemption.

  viii.  Underwriting commission and brokerage both cannot be provided to any individual

underwriter.

  ix. A debenture issued at a discount cannot be redeemed at a premium.
 2. Write the most appropriate answer from the given options in respect of the following :
(i) The balance of sinking fund account is transferred to ––

(a) Share capital account

(b) General reserve account

(c) Profit and loss account

(d) Sinking fund investment account.
(ii) When interest on own debentures becomes due, it will be credited to ––

(a) Profit and loss account

(b) Own debentures account

(c) Debenture interest account

(d) Interest on own debentures account.
(iii) Expenses incidental to the creation and floatation of a company are called ––

(a) Underwriting expenses

(b) Preliminary expenses

(c) Trade expenses

(d) Establishment expenses.

(iv) The item ‘unpaid dividend’ appears in the balance sheet of a company under the heading ––

(a) Current assets, loans and advances

(b) Reserves and surplus

(c) Secured loans

(d) Current liabilities and provisions.
(v) Premium on issue of shares can be used for ––

(a) Issue of bonus shares

(b) Distribution of profit

(c) Meeting loss on sale of a fixed asset

(d) None of the above.

 (vi)As per section 79 of the Companies Act, 1956 from the date of receiving the sanction of the Central Government, a company must issue shares at discount within a period of —

(a) One month

(b) Two months

(c) Three months

(d) Six months.

    (vii) As per section 387 of the Companies Act, 1956, total remuneration to manager should not exceed the rate of net profit of the company except with approval of the Central Government —

(a) 5%

(b) 2%

(c) 11%

(d) 10%.

    (viii) Profit on cancellation of own debentures should be transferred to —

(a) Profit and loss account

(b) Profit and loss appropriation account

(c) Capital reserve account

(d) Reserve capital account.

(v) Profit prior to incorporation is transferred to —

(a) General reserve

(b) Capital reserve

(c) Goodwill account

(d) Profit and loss account.

 (ix)As per section 79 of the Companies Act, 1956 from the date of receiving the sanction of the Central Government, a company must issue shares at discount within a period of —

(a) One month

(b) Two months

(c) Three months

(d) Six months.

  (x) As per section 387 of the Companies Act, 1956, total remuneration to manager should not exceed the rate of net profit of the company except with approval of the Central Government —

(a) 5%

(b) 2%

(c) 11%

(d) 10%.

    (xi) Profit on cancellation of own debentures should be transferred to —

(a) Profit and loss account

(b) Profit and loss appropriation account

(c) Capital reserve account

(d) Reserve capital account.

(v) Profit prior to incorporation is transferred to —

(a) General reserve

(b) Capital reserve

(c) Goodwill account

(d) Profit and loss account.

(1 mark each)
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