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Tllustration 369

Enterprise Ltd. has 2 divisions Laptops and Mobiles. Division Laptops has been making constant

profits while division Mobiles has been invariably suffering losses.
On 31st March, 20X2, the division-wise draft extract of the Balance Sheet was:

(Xin crores)

Laptops Mobiles Total

Property, Plant and Equipment cost 250 500 750
Depreciation (225) (400) (625)
Net Property, Plant and Equipment (A) 25 100 125
Current assets: 200 500 700
Less: Current liabilities (25) (400) (425)
Net Current Asset (B) 175 100 275

Total (A+B) 200 200 400
Financed by:
Loan funds - 300 300
Capital : Equity X 10 each 25 - 25
Surplus 175 (100) 75

Total 200 200 400

Division Mobiles along with its assets and liabilities was sold for X 25 crores to Turnaround Ltd. a
new company, who allotted 1 crore equity shares of X 10 each at a premium of X 15 per share to the

shareholding of the Company.
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Assuming that there are no other transactions, you are asked fo:
a) Pass journal entries in the books of Enterprise Ltd.
b) Prepare the Balance Sheet of Enterprise Ltd. after the entries in (a). U @01
c) Prepare the Balance Sheet of Turnaround Ltd.

Bikeng
R

members of Enterprise Ltd. in full settlement of the consideration, in proportion to their
shareholding in the company. One of the members of the Enterprise Ltd. was holding 52%
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'c) Demerger into fwo companies has had no impact on "net asset value” of shareholding. Pre- demerger,
it was X 140 per share. After demerger, it is X 80 plus X 60 i.e., X 140 per original share.

It is only yield valuation that is expected to change because of separate focusing on two distinct
businesses whereby profitability is likely to improve on account of demerger.
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Example:1

Entity A holds 20% interest in Entity B. Subsequently Entity A, further acquires 50% share in
Entity B by paying X 300 Crores. The fair value of assets acquired and Liabilities assumed are as

follows: aoea t VF) .
Building Q—om_(‘_w\[ J) [GAE: 1,000 Crore
Cash & Cash Equivalents LAY ') ¥ 200 Crore
W2 VAR AR
Financial Liabilities Qo X 800 Crore
DTL X 150 Crore

Fair value of Entity B is X 400 Crores and Fair value of NCI is X 120 Crores (400 x 30%)
Fair value of Entity A's previously held interest is X 80 Crores (400 x 20%) Entity A needs to
determine whether acquisition is an asset acquisition as per concentration test:
i.  Fair value of consideration transferred (including fair value of NCI and fair value of
previously interest held) = 300+ 120 + 80 = X 500 Crores

ii.  Fair value of liability assumed (excluding deferred tax) - X 800 crores

iii.  Cash and cash equivalent - X 200 crores.

iv.  Fair value of gross assets acquired - X 1,100 Crores

(oim VAL y\/ Cowl, Mna#non MEn Chtnmed ’\mu NLL A PnQ\hM\] held Ln\fﬂ%l?

00 + 90t + 100 Wy = C00n
) Labivpts Aumed 4 Exe) DTLY {96017 g00 LN
(%00 (n

G Qg ord (8 Gquiveltny (200 tn)
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