
Solved Question Paper        Corporate Accounting                 SEP 2025 

Section A 

1 

a) Pure underwriting, often referred to as open underwriting or conditional 

underwriting in the context of share issues, is an arrangement where underwriters agree 

to purchase the shares or debentures of a company only if the public does not fully 

subscribe to the issue 

b) An underwriting commission is a fee paid by an issuing company to underwriters 

(typically investment banks or financial institutions) for guaranteeing the sale of their 

securities (shares or debentures) to the public 

c)  

 Selling Commission 

 Advertising Expenses:  

 Bad Debts: 

 Carriage Outwards: 

 

d)  

1. Directors' Fees/Remuneration 

2. Audit Fees for Company Audit (under Companies Act) 

 

e) Cat goodwill refers to a highly stable, location-based business reputation where customers 

remain loyal to a specific place, shop, or brand, regardless of changes in ownership or 

management 

f)  

>Reconstitution of a Partnership Firm (Admission, Retirement, or Death of a Partner) 

 Sale or Amalgamation of the Business 

g)  

 

1. Asset-Based Valuation 

2. Earnings-Based Valuation 

3. Dividend Discount Model (DDM) 

4. Price-to-Earnings (P/E) Ratio 

5. Discounted Cash Flow (DCF) Analysis 

 

h) Examples are patents, copyright, franchises, goodwill, trademarks, and trade 

names, reputation. 
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Section B 

2. Determine Net Liability of Underwriters and Company  

Step 1: Calculate Gross Liability and Unmarked Applications  

The total shares issued are 20,000. Underwriters A and B underwrote 10,000 and 6,000 

shares respectively, totaling 16,000 shares. The remaining 4,000 shares (20,000 - 16,000) are 

assumed to be underwritten by the company.  

 Gross Liability (GL) ratio: A: 10,000/20,000 = 50%; B: 6,000/20,000 = 30%; 

Company: 4,000/20,000 = 20%.  

 Total applications received: 16,000 shares.  

 Marked applications (MA): A: 2,400; B: 600. Total MA = 3,000 shares.  

 Unmarked applications (UA) = Total applications - Total MA = 16,000 - 3,000 = 

13,000 shares.  

Step 2: Allocate Unmarked Applications  

UA are allocated among the underwriters and the company in their GL ratio (5:3:2).  

 UA for A: 13,000×50%=6,50013 comma 000 cross 50 % equals 6 comma 500 

13,000×50%=6,500shares.  

 UA for B: 13,000×30%=3,90013 comma 000 cross 30 % equals 3 comma 900 

13,000×30%=3,900 shares.  

 UA for Company: 13,000×20%=2,60013 comma 000 cross 20 % equals 2 comma 600 

13,000×20%=2,600 shares.  

Step 3: Calculate Balance Liability Before Adjustments  

Balance Liability = GL - MA - UA.  

 A's balance: 10,000−2,400−6,500=1,100shares.  

 B's balance: 6,000−600−3,900=1, 6,000−600−3,900=1,500 shares.  

 Company's balance: 4,000−0−2,600=1400 shares.  

Step 4: Calculate Net Liability  

All underwriters and the company have a positive balance, so no further adjustments are 

needed.  

Answer:  
The net liability of A is 1,100 shares, B is 1,500 shares, and the company is 1,400 shares.  

 
 

3. Find Time Ratio, Sales Ratio, and Pre and Post-Incorporation Sales  

 



Step 1: Calculate the Time Ratio  

 Pre-incorporation period: 1/4/2018 to 30/6/2018 = 3 months.  

 Post-incorporation period: 1/7/2018 to 31/3/2019 = 9 months.  

 Time Ratio: 3 months∶9 months= 3 months∶9 months=1∶3 

.  

Step 2: Calculate the Sales Ratio  

Let average monthly sales after incorporation be   

rupees. Average monthly sales before incorporation are  

S+0.25S=1.25Scap S plus 0.25 cap S equals 1.25 cap S 

𝑆+0.25𝑆=1.25𝑆 rupees.  

 Total pre-incorporation sales = 3×1.25S=3.75S3 cross 1.25 cap S equals 3.75 cap S 

3×1.25𝑆=3.75𝑆 

 Total post-incorporation sales = 9×S=9S9 cross cap S equals 9 cap S 

                           9×𝑆=9𝑆 

 Total sales for the year = 3.75S+9S=12.75S3.75 cap S plus 9 cap S equals 12.75 cap S 

3.75𝑆+9𝑆=12.75𝑆 

 Given total sales = Rs. 26,50,000.  

12.75𝑆=26,50,000⟹𝑆=26,50,000/12.75≈2,07,843.14 rupees.  

 Sales Ratio:  3.75S∶9S=3.75∶9=1.25∶3=5∶123.75 cap S colon 9 cap S equals 3.75 

colon 9 equals 1.25 colon 3 equals 5 colon 12 

3.75𝑆∶9𝑆=3.75∶9=1.25∶3=5∶12 

.  

Step 3: Calculate Pre and Post-incorporation Sales  

 Pre-incorporation sales 26,50,000×(5/17)≈7,79,411.76rupees.  

 Post-incorporation sales: 26,50,000×(12/17)≈18,70,588.24rupees.  

Answer:  
The time ratio is 1:3, the sales ratio is 5:12, pre-incorporation sales are approximately Rs. 

7,79,411.76, and post-incorporation sales are approximately Rs. 18,70,588.24.  

 
 

 

 

 



 

 

 

 

4. Calculate Adjusted Average Profits  

Step 1: Adjust Profits for Furniture Purchase Error  

The furniture (capital expenditure) was wrongly entered in the purchase day book (revenue 

expenditure) on 30th Sep 2019.  

 2019-20 profit was understated by Rs. 10,000.  

 Depreciation for 2019-20 (6 months10,000×10%×(6/12)=500rupees.  

 Adjusted Profit 2019-20: 46,500+10,000−500=56,000 rupees.  

 Depreciation for 2020-21:  (10,000−500)×10%=950rupees.  

 Depreciation for 2021-22:   (9,500−950)×10%=855 rupees.  

Step 2: Adjust Profits for Undervalued Opening Stock  

Opening stock for 2020-21 was undervalued by Rs. 2,500.  

 2020-21 profit was overstated by Rs. 2,500 (undervalued opening stock means higher 

gross profit).  

 Adjusted Profit 2020-21: 60,000−950−2,500=56,550rupees.  

 The undervalued opening stock of 2020-21 becomes the undervalued closing stock of 

2019-20.  

 Adjusted Profit 2019-20: 56,000−2,500=53,500 rupees.  

Step 3: Adjust for Administration Expenses  

Administration expenses of Rs. 5,000 per annum are a normal business expense and are 

assumed to be already accounted for in the given profits. No adjustment needed.  

Step 4: Calculate Final Adjusted Profits  

 2018-19: Rs. 40,500  

 2019-20: Rs. 53,500  

 2020-21: Rs. 56,550  

 2021-22:  

 Total Adjusted Profit:  

40,500+53,500+56,550+74,145=2,24,695rupees.  

Step 5: Calculate Adjusted Average Profit  

 Average Profit = Total Adjusted Profit / Number of Years  

 Average Profit = 22,24,695/4=56,173.75 

Answer:  
The adjusted average profit for 4 years is Rs. 56,173.75. 

 

 

 



 

 

 

 

 

 

 

 



 

 

 

7)  

  

Section C 



 

 

 



 

9)  

 



 

 

  



11. 

 



 

 

12. Step 1: Calculate Depreciation  

 Land and Buildings: Depreciation=3,00,000×51&=𝑅𝑠. 15,000 

 Furniture: Depreciation=8,000×20%=𝑅𝑠. 1,600 

 Plant and Machinery: =Depreciation = 100000 x 20% =20000 

Step 2: Prepare Statement of Profit and Loss 

Revenue:  

 Revenue from operations: 114000 

Expenses: 

   Salaries: 𝑅𝑠. 70,000 

 Directors fees: 𝑅𝑠. 2,800 

 Rent, rates, and insurance: 𝑅𝑠. 29,200 

 Depreciation: 15,000+𝑅𝑠. 1,600+𝑅𝑠. 20,000=𝑅𝑠. 36,600 

 Audit Fees (Adjustment): 𝑅𝑠. 2,500 

 Preliminary Expenses Written Off: 𝑅𝑠. 2,000 

 Interest (Financing Cost):𝑅𝑠. 4,000+𝑅𝑠. 6,000 (Outstanding)=𝑅𝑠. 10,000 

Net Profit = Revenue- Expenses 

= 114000-153000 

= - 39100( loss) 

 

 



Step3:  Preparation of Balance Sheet 

  Share Capital:   𝑅𝑠. 2,00,000 

  Reserves and Surplus:  

 Securities Premium: 𝑅𝑠. 40,000 

 General Reserve: 𝑅𝑠. 10,000 

 Sinking Fund: 𝑅𝑠. 6,500 

 Profit & Loss (Debit balance): 𝑅𝑠. 1,14,000 

  Non-Current Liabilities:  

 8% Debentures: 𝑅𝑠. 30,000 

  Current Liabilities:  

 Bank Overdraft: 𝑅𝑠. 3,500 

 Sundry Creditors: 𝑅𝑠. 10,000 

 Audit Fees Payable: 𝑅𝑠. 2,500 

 Tax Provision: 𝑅𝑠. 14,000 

 Outstanding Interest: 𝑅𝑠. 6,000 

  Non-Current Assets:  

 Land & Buildings: 𝑅𝑠. 1,40,000−𝑅𝑠. 15,000=𝑅𝑠. 1,25,000 

 Furniture: 𝑅𝑠. 8,000−𝑅𝑠. 1,600=𝑅𝑠. 6,400 

 Plant & Machinery: 𝑅𝑠. 1,00,000−𝑅𝑠. 20,000=𝑅𝑠. 80,000 

 Investments: 𝑅𝑠. 1,200 

  Current Assets:  

 Closing Stock: 𝑅𝑠. 8,000 

 Debtors:𝑠. 24,000−𝑅𝑠. 5,000 (Provision)=𝑅𝑠. 19,000 

 Cash & Bank: 𝑅𝑠. 2,000+𝑅𝑠. 1,28,000=𝑅𝑠. 1,30,000 

 Prepaid Expenses: 800 

Section D 

13) 

 



 


