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Part IV 

Answer any two questions. 

Each question carries 15 marks. 
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29. What do you mean by buy back of shares ? Also mention its objectives, merits and demerits.

30. From the following details of an electricity supply company, maintain accounts under the Double

Account system, calculate the following : (a) Clear Profit, (b) Capital Base, (reasonable return, and

(d) Amounts available for dividends, and contribution to tariff and dividend control reserve and

customer's rebate reserve.

Particulars Rs. Particulars Rs. 

Sale of energy 12,40,000 Management expenses 90,000 

Meter rents 90,000 depreciation 60,000 

Transfer fees 1,000 Interest on loan from EB 9,000 

Cost of generation 6,05,000 Contingency reserve 

investment income 5,000 

Distribution and 

selling expenses 65,000 Interest on security deposit 1,000 

Rent. Rates and taxes 18,000 Interest on Bank deposit 600 

Audit fees 5,000 Contribution to PF 32,000 

Intangible written off 3,000 

Original cost of fixed assets is Rs. 27,00,000 ; contributions by consumers for acquisition of such 

fixed assets Rs. 2,00,000 : cost of intangibles Rs. 50,000 ; contingency reserve investments 

Rs. 50,000 ; stores opening and closing Rs. 40,000 and Rs. 60,000 respectively ; cash and Bank 

balances-opening and closing Rs. 50,000. Depreciation upto the beginning of the year, 

Rs. 5,00,000 intangibles written off upto the beginning of the year Rs. 4,000. Security deposit of 

customers held in cash Rs. 20,000. Tariff and dividend control reserve- opening balance Rs. 8,00,000. 

Development reserve- opening balance Rs. 1,20,000. Amount carried forward for distribution to 

consumers Rs. 15,000. Loan from State electricity Board Rs. 90,000. No new plant and machinery 

was added in the year. Transfer in the year to contingency reserve was Rs. 8,000. Reserve Bank 

rate is to be aaoptcd at 8%. 

31. From the following data, compute the 'Net Assets' value of each category of equity shares of Smith

Ltd.:

Shareholders' funds

10,000'A' Equity shares of Rs. 100 each, fully paid

10,000'B' Equity shares of Rs. 100 each, Rs. 80 paid

10,000 'c' Equity shares of Rs. lGO each, Rs. 50 paid

Retained Earnings Rs. 9,00,000.

(2 x 15 = 30 marks) 
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