
Accounting for Share Capital 

 

1. Alfa Ltd. invited applications for 50,000 equity shares of ₹ 10 each at a 

premium of 30 %. The whole amount was payable on application. Applications 

were received for 2,50,000 shares. The company decided to allot the shares on a 

pro-rata basis to all the applicants. The amount refunded by the company was :  

(2024) 

(A) ₹ 32,50,000      

(B) ₹ 15,60,000 

(C) ₹ 39,00,000      

(D) ₹ 26,00,000 

Ans. (D) ₹ 26,00,000 

2. Reserve capital is that part of _______________ capital which cannot be called 

except at the time of winding up of the company. (2024) 

(A) Issued       

(B) Called up 

(C) Uncalled       

(D) Nominal 

Ans. (C) Uncalled 

3. Xeno Ltd. issued 25,000 equity shares of ₹ 10 each. The amount was payable as 

follows :  (2024) 

On Application                    -       ₹ 4 per share 

On Allotment                       -       ₹ 5 per share 

On First and Final call       -       Balance 

All the shares offered were applied for and allotted. All the money due on 

allotment was received except on 1,500 shares. These shares were forfeited 

immediately after allotment. First and final call was not yet made. At the time of 

forfeiture, Share Capital Account will be debited by :  

(A) ₹ 15,000      (B) ₹ 24,000 

(C) ₹ 13,500      (D) ₹ 18,000 

Ans. (C) ₹ 13,500 
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4. Money received in advance from shareholders before it is actually called up by 

the directors is : (2024) 

(A) debited to calls in advance account 

(B) credited to calls in advance account 

(C) debited to share capital account 

(D) credited to share capital account 

Ans. (B) credited to calls in advance account 

5. An offer of securities or invitation to subscribe securities to a select group of 

persons is termed as : (2024) 

(A) Buy back of shares 

(B) Employee stock option plan 

(C) Private placement of shares 

(D) Sweat Equity 

Ans. (C) Private placement of shares 

6. A share of ₹ 100 on which ₹ 80 is received is forfeited for non-payment of final 

call of ₹ 20. The minimum price at which this share can be reissued is : (2024) 

(A) ₹ 120 

(B) ₹ 100 

(C) ₹ 80 

(D) ₹ 20 

Ans. (D) ₹ 20 

7. Shiv Ltd. forfeited 500 shares of ₹ 10 each on which ₹ 7 per share was paid. 

These shares were reissued for ₹ 9 per share fully paid. Amount transferred to 

Capital Reserve Account will be :   (2024) 

(A) ₹ 3,000 

(B) ₹ 5,000 

(C) ₹ 4,500 

(D) ₹ 3,500 

Ans. (A) ₹ 3,000 
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8. Dan, Elf and Furhan were partners in a firm sharing profits in the ratio of 5 : 3 : 

2. With effect from 1st April, 2023, they decided to change their profit sharing 

ratio to 2 : 3 : 5. There existed a General Reserve of ₹ 90,000 on the date of 

change in profit sharing ratio. The partners decided not to distribute General 

Reserve.  

The necessary adjustment entry to show the effect of the above will be :  

(2024) 

 

Ans.  

 

9. Sia, Tom and Vidhi were partners in a firm sharing profits in the ratio of 3 : 2 : 

1. With effect from 1st April, 2023, they decided to share profits and losses in the 

future in the ratio of 1 : 2 : 3. There existed a Debit Balance of ₹ 60,000 in Profit 

and Loss Account on that date.  

The necessary journal entry for distribution of the balance in the Profit and Loss 

Account will be :   

(2024) 
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Ans.  

 

10. Anju, Divya and Bobby were partners in a firm sharing profits and losses in 

the ratio of 3 : 2 : 1. Bobby retired. The new profit sharing ratio between Anju and 

Divya after Bobby's retirement was 5 : 3. 

The gaining ratio of remaining partners will be : (2024) 

(A) 3 : 2 

(B) 5 : 3 

(C) 3 : 1 

(D) 2 : 3 

Ans. (C) 3 : 1 
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11. Mita, Veena and Atul were partners in a firm sharing profits and losses in the 

ratio of 3 : 2 : 1. Atul retired and his share was taken over by Mita and Veena in 

the ratio of 1 : 4. The new profit sharing ratio between Mita and Veena after Atul's 

retirement will be: (2024) 

(A) 3 : 2 

(B) 8 : 7 

(C) 7 : 3 

(D) 2 : 3 

Ans. (B) 8 : 7 

12. Mohan, Suhaan and Adit were partners in a firm sharing profits and losses in 

the ratio of 3 : 2 : 1. Their fixed capitals were : ₹ 2,00,000, ₹ 1,00,000 and ₹ 

1,00,000 respectively. For the year ended 31st March, 2023, interest on capital 

was credited to their accounts @ 8% p.a. instead of 5% p.a. 

Pass necessary adjusting journal entry. Show your workings clearly.    (2024) 

Ans. Solution:  

 

Working Notes: 

 

13. Manoj and Nitin were partners in a firm sharing profits and losses in the ratio 

of 2 : 1. On 31st March, 2023, the balances in their capital accounts after making 

adjustments for profits and drawings were ₹ 90,000 and ₹ 80,000 respectively. 

www.studentbro.inwww.studentbro.inwww.studentbro.in



The net profit for the year ended 31st March, 2023 amounted to ₹ 30,000. During 

the year Manoj withdrew ₹ 40,000 and Nitin withdrew ₹ 20,000. Subsequently, it 

was noticed that Interest on Capital @ 10% p.a. was not provided to the partners. 

Also Interest on Drawings to Manoj ₹ 3,000 and to Nitin ₹ 2,000 was not charged. 

Pass necessary adjusting journal entry. Show your workings clearly.  (2024) 

Ans.  

 

Working Notes: 

Calculation of Opening Capital 
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14. Shubhi and Revanshi were partners in a firm sharing profits and losses in the 

ratio of 3 : 2. Their Balance Sheet as at 31st March, 2023 was as follows : (2024) 

Balance Sheet of Shubhi and Revanshi as at 31st March, 2023 

 

On 1st April, 2023 they admitted Pari into the partnership on the following 

terms:  

(i) Pari will bring ₹ 50,000 as her capital and ₹ 50,000 for her share of premium 

for goodwill for 1/4 th share in the profits of the firm. 

(ii) Fixed assets were depreciated @ 30%. 

(iii) Stock was valued at < 45,000. 

(iv) Bank loan was paid off.  

(v) After all adjustments capitals of Shubhi and Revanshi were to be adjusted 

taking Pari's capital as the base. Actual cash was to be paid off or brought in by 

the old partners as the case may be. 

Prepare Revaluation Account and Partners' Capital Accounts. 

Ans.  
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15. Rishi, Shashi and Trishi were partners in a firm sharing profits and losses in 

proportion of 1/2, 1/6 and 1/3 respectively. Their Balance Sheet as at 31st March, 

2023 was as follows : (2024) 

Balance Sheet of Rishi, Shashi and Trishi as at 31st March, 2023 

 

Shashi retired from the firm on 1st April, 2023 on the following terms : 

(i) Fixed Assets were valued at ₹ 56,000. 

(ii) Stock was taken over by Shashi at ₹ 26,000. 

(iii) Goodwill of the firm was valued at ₹ 18,000 on Shashi's retirement 

(iv) Balance in Shashi's Capital Account was transferred to her loan account. 

Prepare Revaluation Account and Partners' Capital Accounts. 
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Ans.  

 

16. The Quick Ratio of a company is 1 : 2. Which of the following transactions will 

result in an increase in this ratio ? (2024) 

(A) Cash received from debtors 

(B) Sold goods on credit 

(C) Purchased goods on credit 

(D) Purchased goods on cash 

Ans. (B) Sold goods on credit 

17. Identify which of the following transactions will result in 'Cash Inflow From 

Operating Activities': (2024) 

(A) Payment to creditors 

(B) Interest received by a non-finance company 

(C) Dividend received by a non-finance company 

(D) Amount received from debtors 

Ans. (D) Amount received from debtors 
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