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Ajanta Limited agreed to acquire the business of Elora Limited as on 31st March, 2017.
The Balance Sheet of Elora Limited as on that date was a< nnder:

Liabilities 4 Assets 4
Paid - up Capital : Fixed Assets :
10,000, 12% Preference Land & Building Z‘M(‘)_O
Shares of ¥ 10 each 1,00,000 | Machineries 1,00,000
20,000 Equity Shares of Current Assets :
“—
% 10 each 2,00,000 | Stock 2,00,000
Reserve 20,000 | Debtors 50,000
Profit & Loss A/c 30,000 | Cash & Bank Balance 35,000
7% Debentures 1,00,000 | Miscellaneous
Sundry Creditors 1,50,000 | Expenditure :
Preliminary
Expenses 10,000
Debenture Discount 5,000
6,00,000 6,00,000

The consideration payable by Ajanta Limited was agreed as under :

() The Preference Shareholders of Elora Limited were to be allotted 14%
Preference Shares of ¥ 1,10,000.

(i)  Equity Shareholders to be allotted six Equity Shares of ¥ 10 each issued at a
premium of 10% and ¥ 3 cash against every five share’s held.

(iii) 7% Debenture holders of Elora Limited to be paid at 8% Eremium by issue of

——

9% Debenture at 10% discount./

e
While arriving at the agreed consideration, the Directors of Ajanta Limited
—_— —

valued Land & Building at ¥ 2,50,000, Stock ¥ 2,20,000 and Debtors at their

boqk value subject to an allowance » Doubtful Debts. piquidation expenses
P
Clos&trebo0ks of|Elora Limite;?and show Journal of Ajanta Ltd.
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CAFOUNDATION | CA INTERMEDIATE | CA FINAL

QUESTION: 2

B. Co. Ltd. had the following Balance Sheet as on 31st March, 2011:

Liabilities 4 Assets 4

Share Capital : Fixed Assets : 83,00,000
50,000 shares of ¥ 100 each 50,00,000 | Current Assets 69,00,000
Capital Reserve 10,00,000 | Investments 17,00,000
General Reserve 36,00,000 | Goodwill 2,00,000
Unsecured Loans 22,00,000
Sundry Creditors 42,00,000
Provision for Taxation 11,00,000

1,71,00,000 1,71,00,000

B. Co. Ltd. is to be absorbed by Bessons Limited as on 31st March, 2011 on which date
the Balance Sheet of Bessons Limited is as follows.

Bessons Ltd. Balance Sheet

Liabilities e Assets 3
Share capital : Fixed Assets : 1,60,00,000
8,00,000 Equity shares of Current Assets 1,68,00,000
10 each fully paid 80,00,000
General Reserve 1,00,00,000
Secured Loans 40,00,000
Sundry Creditors 46,00,000
Provision for Tax 52,00,000
Proposed Dividend 10,00,000
3,28,00,000 3,28,00,000

For the purpose of absorption the Goodwill of B Ltd. is considered valueless. There are
arrears of depreciaaon in B Ltd. amounting to ¥ 4,00,000. The shareholders in B Ltd.
are to be allotted in full satisfaction of the claims, shares in Bessons Ltd. in the same
proportion as the respective intrinsic values of the shares of the two companies bear to
—

one another.

Determine Exchange Ratio and Calculate PC.
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RSO RSN MAY 2017 (76 Marks) [uav, 2019 (10Marks)

The following are the summarized Balance Sheets of P Ltd. & Q Ltd. as on 31st March, 2011:

Liabilities
Share Capital
Equity Shares of ¥ 10

each 10% Pref. Shares of
each 10% Pref. Shares of

100 each

Reserves and Surplus
Secured Loans:

12% Debentures
Current Liabilities

Trade payables

PLtdX QLtd.X Assets PLtdX QLtd.X
Fixed Assets 7,00,000 | 2,50,000
6,00,000 | 3,00,000 | Investment 80,000 80,000
Current Assets:
Current Assets:
2,00,000 |( 1,00,000 :}nventory 2,40,000 | 3,20,000
3,00,000 | 2,00,000 | Trade receivable 4,20,000 | 2,10,000
Cash at Bank 1,10,000 40,000
2,00,000 | 1,50,000
2,50,000 | 1,50,000
15,50,000 | 9,00,000 15,50,000 | 9,00,000

Details of Trade receivables and trade payables are as under:

PLtd. ) QLtd. ®)

Trade receivables
Debtors

Bills Receivable
Trade payables
Sundry Creditors
Bills Payable

3,60,000
60,000

2,20,000
30,000

1,90,000
20,000

1,25,000

25,000

Fixed Assets of both the companies are to be revalued at 15% above book value.

Inventory in Trade and Debtors are taken over at 5% lesser than their book value. Both

the companies are to pay 10% Equity dividend, Preference dividend having been
E=——

already paid.
—_——————

After the above transactions are given effect to, P Ltd. will absorb Q Ltd. on the
%

following terms:

——

bar against 6 shares of Q Ltd.

(i) 8Equity Shares of % 10 each will be issued

(ii) 10% Preference Shareholders o will be paid at 10% discount by issue of
—_— ——
10% Preference Shares of ¥ 100 €achat par in P Ltd.

——,

(iii) 12% Debenture holders of Q Ltd. are to be paid at 8% premium by 12%

Debentures in P Ltd. issued at a discount of 10%.

e

(iv) ¥ 30,000 is to be paid by P_Ltd. to Q Ltd. for
P —— S
Creditors of Q Ltd. include ¥ 10,000 due to P Ltd.

Prepare:

(a) Journal entries in the books
(b) Statement of consideration payable by P Ltd.

l;iquidationmSundry
v
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QUESTION: 4

Neel Ltd. and Gagan Ltd. amalgamated to form a
Following is the Balance Sheet of Neel Ltd. and Gagan Ltd. a3

(16 Marks, May, 2007){PCC)

Chew companyyn 1.04.20X,
F20x1: —

Particulars Notes Neel Gagan
Equity and Liabilities
1 Shareholders’ funds
A Share capital — 775,000 | 855,000
2 Current liabilities 6,.23.500 5.57,600
Total 13,98.500 14,12,600
Assets
1 Non-current assets
A Property, Plant and Equipngpt 1 —+2,35,000 ].2,54,000
2 Current assets 1,63.500 1,58,600
Total 13,98.500 14,12,600
Notes to accounts:
1 ' Property, plant and Equipment
Land and Building/ 7,50,000 | 6,40,000
Plant and machinery™ 4,85000 | 6,14,000
12,35,000 | 12.54,000
Following is the additional information:
(i)  The assets of Neel Ltd. and Gagan Ltd. are to be revalued as under:
—
Neel Gagan
- 4 4
Plant and machinery e /5,25, 000| ,75,000
Building _#75,000| ~6,48,000

-



(ii) The purchase consideration is to be discharged as under:

(a) Issue 24,000 equity shares of ¥ 25 each fully paid up in the proportion
of their profitability in the preceding 2 years.__

(b)  Profits for the preceding 2 years are given below:

Neel Gagan
1* year 2,62,800 2,75,125
1" year 2.12.200 2.49.875
Total ~(4.75.000 @m

(c) Issue 12% preference sharesof ¢ 10 each fully paid up at g

income equivalent to 8% re on net assets in the business as on
————— ) ——— e O ———
31.3.20X1 after revaluation of assets- of Neel Ltd and Gagan Ltd.

respecti vely/

You are required to compute the

7 ()  Equity and preference shares issued to Neel Ltd. and Gagan Ltd.,

\/(ii) Purchase consideration.
S\~ SR NATE
Neel By
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The following Balance Sheets are given as at 31st March, 20X1:

Particulars ¢ Best Ltd. ¢ Better Ltd.
. S (in lakhs) (in lakhs) &
Equity and Liabilities 152
1 Shareholders’ funds =) ﬂzﬁ
A Share capital 20 7_0__ ~ Lgai‘:"
(shares of ¥ 100 each, fully pad)
B Reserves and Surplus 10 8 :
2 Current liabilities 20 2
Total 50 20
Assets
1 Non-current assets
A | Property, Plant and Equipment 25 15
B | Non-current investments 5 =
2 Current assets 20 5
Total 50 20



The following further information is given:

(a) Better Limited issued bonus shares on 1st April, 20X1, in the ratio of one share
for every two held, out of Reserves and Surplus.

0?}3?’ . EANY
(b) It was agreed that Best Ltd. will take over the business of Better Ltd., on the

basis of the latter's Balance Sheet, the consideration taking the form of roriNG

HIT DWIVEDI
AFINAL

allotment of shares in Best Ltd. Qe

(c) The value of shares in Best Ltd. was considered to be ¥ 150 and the shares in
Better Ltd. were valued at ¥ 100 after the issue of the bonus shares. The

allotment of shares is to be made on the basis -v

(d) Liabilitie{pkﬁz: Ltd., included ¥ 1 lakhétfe to B -7 ., for purchases from
. S ——— . - C— —
it,_on which ?est Ltd., made proﬂt .». the cost. The goods of ¥ 50,000
out of the said purchases, remained in stock on the date of the above Balance

Sheet.
—

Make the closing ledger in the Books of Better Ltd. and the opening journal entries
in the Books of Best Ltd., and prepare the Balance Sheet as at st April, 20X1 after
the takeover. *
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QUESTION: 6

K Ltd. and L Ltd. amalgamate to form a new company LK Ltd. The financial position
of these two companies as at the date of amalgamation was as under:

Particulars Notes K Ltd. CL Ltd.

Equity and Liabilities
1 Shareholders’ funds

A Share capital 1 12,00,000 6,00,000
Reserves and Surplus 2 3,71,375 1,97,175




2 Non-current liabilities
A Long-term borrowings MO ZLO_%Q_O_
Current liabilities HD
A Trade Payables 1,00,000 2,10.000  \MENTORING
Total 18,71,375 12,07,175 B
Assets
1 Non-current assets
A Property, Plant and Equipment 11,30,000 8,20,000
Intangible assets 80,000 -
2 Current assets
A Inventories 2,25,000 1,40,000
Trade receivables 2,75,000 1,75,000
C Cash and Cash equivalents 1,61,375 72,175
Total 18,71,375 12,07,175
Notes to accounts
1 | Share Capital K Ltd. L Ltd.
Equity shares of ¥ 100 each 8,00,000 3,00,000
7% Preference Shares of ¢ 100 each 4,00,000 3,00,.000 \/
12,00,000 6.00,000
2 | Reserves and Surplus
General reserve - 1,00,000
Profit and loss account 3,71,375 97,175
3,71,375 1,97,175
3 | Long-term borrowings
5% Debentures \%6 000 -
Secured loan — | Q200,000
2,00,000 2,00,000




4 | Property, plant and Equipment
Land and Building 4,50,000 3,00,000
Plant and machinery 6,20,000 5,00,000
Furniture and fittings 60,000 20,000
11,30,000 8.20,000
5 | Intangible assets
Goodwill 80,000 -
80,000 -
6 | Cash and Cash Equivalents
Cash at Bank 1,20,000 55,000
Cash in hand 41,375 17,175
1,61,375 72,175
The terms of amalgamation are as under:
(A) (1) The assumption of liabilities of both the Companies. e
(2) Issue of 5 Preference shares of ¥ 20 each in LK Ltd. @ ¥ 18 paid up at
_—— — — —
premium of & 4 per share for each preference share held in both the
———
Companies.
~—

(3) Issue of 6 Equity shares of ¥ 20 each in LK Ltd. @ ¥ 18 paid up at a
premium of ¢ 4 per share for each equity share held in both the
Companies. In addition, necessary cash should be paid to the Equity
Shareholders of both the Companies as is required to adjust the rights
of shareholders of both the Companies in accordance with the intrinsic
value of the shares of both the Companies.

(4) Issue paid 6% debentures in LK Ltd. as is sufficient

el e —
to disc ) K Ltd. at a discount of 5% after takeover.
S k—/;——‘—"

(B) (1) The assets and liabilities are to be taken as inventory and
trade receivables for which provisions at 2% and 2 V2 % respectively to
be raised.

(2) The trade receivables of K Ltd. include ¥ 20,000 due from L Ltd.

D E—— P

HV

MENTORING

HARSHIT DWIVEDI

(C) The LK Ltd. is to issue 15,000 new equity shares of ¥ 20 each, ¥ 18 paid up at
premium of ¢4 per share so as to have sufficient working capital. Prepare
ledger accounts in the books of K Ltd. and L Ltd. to close their books.

ager account.
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QUESTION: 11

White Ltd. and Blue Ltd. propose to sell their business to a new company being formed
for that purpose.
—_—

The summarised balance sheet as on 31st March, 2017 and profits of the companies for

the past three years are as folloxvs:/;

Liabilities
- Equity shares of Freehold properly
T 10 each 6,00,000 2,50,000 | (atcost) 3,60,000 1,20,000
Capital reserve N 1,50,000 | Plant & machinery
' General reserve 3,90,000 1,20,000 | (at cost) 3,20,000 1,80,000
- Profit and loss 1,10,000 1,60,00 | Investment (at cost) — 1,00,000
' Creditors 2,15,800 1,26,800 | Stock - in - trade 1,10,000 89,500
89,000 64,000
Balance at bank 4,36,800 2,53,300
13,15,800 8,06,800 13,15,800 8,06,800
White Ltd.X Blue Ltd. X
Net profits for the year ended :
31st March, 2015 1,74,500 1,07,600
31st March, 2016 1,93,400 1,22,900
31st March, 2017 2,14,700 1,44,500

You are given the following relevant information.

Itis agreed:



(1) Thatthe properties and plant and machinery be re-valued as follows:
White Ltd.¥  Blue Ltd.X

Freehold property - 4,48,000 | = 1,44,000 | «

Plant and machinery """ 3,05,700 [ 1,72,950 =+

(2) That the value of stocks be reduced by 10% and a provision of 121/2% be made
on debtors for bad and doubtful debts.

(3) That goodwill be valued at two years purchase of the average annual trading
profits of the pastdhree years after deducting a @ard profit of 10%»n the net

trading assets before revaluationfor ad!'ustment-on 31st March, 2017. Blue Ltd.
had earned R 17,000 on an average on its investments.

You are required to prepare the opening balance sheet of the new company.
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SO Tl llustration 9] (16 Marks, Novemser, 2009) pcc) || (16 Marks, November 2012) (IPCC) [ D

| QUESTION: 9
following were the Balance Sheets of P Ltd. and V Ltd. as at 31st March,
20X1:
Particulars Notes CPLtd ¢V Ltd
(¥in Lakhs) | (Tin Lakhs)
Equity and Liabilities
1 Shareholders’ funds )
Share capital 15,000 6,000
B Reserves and Surplus 2 15,370 4,335
2 Non-current liabilities
Long term borrowings 3 == 1,000
3 Current liabilities
A Trade Payables 1,200 463
B Short term provisions 1,830 702
Total 33,400 12,500
Assets
1 Non-current assets
A Property,  Plant and | 4 22,304 6,750
Equipment
2 Current assets
A Inventories 7,862 4,041
B Trade receivables 2,120 1,100
C | Cash and Cash equivalents 1,114 609
Total 33,400 12,500




Notes to accounts

TP Ltd TVLitd
(Tin (Tin
Lakhs) Lakhs) HD
1 Share Capital 15,000 6,000 MENTORING
2 Reserves and Surplus e o
Securities premium 3,000 -~
Foreign project reserve -- 370
General reserve 9,500 3,200
Profit and loss account 2,870 _ 825
15,370 4,335
3 Long term oorrowings
12% debentures == 1000
= 1000
4 Property, Plant and
Equipment
Land and Building 6,000 --
Plant and machinery 14,000 5,000
Furniture and fixtures 2.304 1.750
22,304 6.750

All the bills receivable held by V Ltd. were P Ltd.’s acceptances.

On Tst April 20X1, P Ltd. took over V Ltd in an amalgamation in the nature of
merger. It was agreed that in discharge of consideration for the business P Ltd.
would allot three fully paid equity shares of ¢ 10 each at par for every two
shares held in V Ltd. it was also agreed that 12% debentures in V Ltd. would be
converted nto 13% debentures in P Ltd. of the same amount and
denomination. -

—_—
Details of trade receivables and trade payables as under:
P V Ltd.
(Zin lakhs) (¥ in lakhs)
Trade payables
Bills Payable 120 A -
Trade Creditors 1,080 / 463, —
1200 463
Trade receivables
Trade debtors 2,120 — 1,020 —
Bills Receivable - __80 /
2.120 — L1100
Expenses of amalgamation amounting to ¥ 1 lakh were borne

You are required to: (i) pass journgl entries in the books of P Ltd. and (ii)
prepare P Ltd.’s Balance Shee after the merger.
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