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Amalgamation of Companies
⑭ Kmarke-

Act (Hold] BC+&(SGsy
fakeover
⑪sorption *Lignidae

Merger

Take over Add + BLtd = Add .Oou

Absorption

⑭= Aba
Merger = (New)

⑭

Tramferor =>Selling Co . (Liquidating ()
Transferre Acquirer Diner

Net pasts
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# Add. BLtd .

egshare(Tree) Eisa) 900000
no

Tree will provide 151-in Cash For each

equity share of Twor

Also
,
Tree will issue 5equity shares to

The SH OF Twor For every 3 equity
Shares Held by SH OF For .

MP per shares Tt

Calculate PC :-

4) Cash => 900 0000 no . x 151 = 1
,
35, 00 , 000

2) Equitythare of 0000015 = 15000000 .

by Tree 351-
3,25,

00 , 000
-

Total PC = 6, 60,
00 , 000
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=Ex
:2

Tree INoor shares
- &

OMP 80 / 501-

Ex . Ratio 9:
&

Calculate PC

Sol): Calculation of PC
-

working#ayouttolayetint
Egshareholder Eg .Shares

OF Too of Tree =0x977,
14

,
240

96428

-80t

Estortio Cash 0 . 571 46
X 80

-lotal P=14
,

286
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Amalgamation
--

Transferr Transferee

tr

Tre (eatn)
AccountingFor
purchase of

Business

⑬
for
- JatinLtd (Tree)
Aniket Xouno .

-
Vanish 300 no.

so no~Turhan -
Kanishka 150

no.

Hardin yono-
Aryan 210

Jatinted . 500 goo50Viraj -
-
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-
Tor Tu wAvg .

-
FiFo measure

Stock = measure

⑳52000.
Stock

=

W .
Ang

Add is taking over BLtd.

all assets & Liab

except Cath/Bank
H
Amalgatation in the nature

of purchase

#hadtook over all Asset & Ligh
Continued the business also

All recorded at B
also

90 %Consent is also
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these

But PC is given in form of
Dean

tr
In the nature of Purchase

Thtdtook over All Aset/bidk
ContinuedSame Busines

got90 %Consent
De in equity shares

issued

But All recorded at

I
Fr

z

thenature of purchase
Altd took over Bad (BLd get

Liquidated)
& all Assets & Liab . Tookover

Igot90% Consent also

3) PC in equity theres
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4) Same Business Continued also

5) Al rounded at BV also

H
Amalgamation in thesatur
of Merge

Business⑫Busin

T~
existingI New SH
St

·ie St
OFBLtd)

& A mal
(Fair values
amation in the nature of

purchase is different From Amalgamation
in the nature of Merger-> (Book value)
But calculation of PC is always

Market values .baseda
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For
-MV

LGB Jolan.
2(V .

-B Liab
.

Solan
.
Othero Yolan.B MV

Molas I ↳ Golaa

# Blud(Tra)
--

10 ,00 ,000

Hidden
Esc (olf G
- Ras I⑰00,000

preserve Liabilities 80000
PRE 335, 00 ,000

CA 1500 . 000

-000, 000
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MV OF PRE= 60
, 00,000

MV OF CA = 20 ,
00 ,
000

Asta (free) took over Busines of Now
(Bhtd]

Last Calculate P

(PC to be discharged in the Fam of equity
there of Acted whose Mp = 2017

Solutia'- Since Ex . Ratios are not given we
-

shall follow Net Asset method :
-

PRE= 60 lan .

CH = 20 lam

(fCiabsan) ziad
PC-,00 ,

000-

working AmetPlaytto Partin --

ESH OF Eg . Shares 5500000 Sponso
-B of A 20

260000no

7201-
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2 Calculate Pa When Azra Shal

issue 26 no of shares for every10 Shares Held by BLnd.

Mp = 201
of A

This is Exchange Natio Basis :-26 : 10

Workingto-Est egshare
OFB of A 100000X

260000 X201-

Car P will be discharged by Add.

to SH of BLtd . on the Gasis of

their Market Values of share.

NpoF A = 201-

Mp OF B = 521-

Bata as 100000

-500
-
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A will issue 200000 = 2600000 no

as pe

send(Networth of Company
Vita 601100000

Asset = Mr
No . of shares of

() Liab = Mr
Company

- X Mp per
5200000 Share
- Got

Car P will be discharged by Add.

to SH of BLtd . on the Gasis of

their Market Values of share.

NpoF A = 201-

mp of B=60%

Net worth of B (d) = 100 , 000

-6
PC in egth . byA-no

BCta) no . 100000

Ex . Ratio = 3 : /
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⑦ ⑮
-

Ex . Ratis 5 :4
3 :2G9 :7

I
sta

per

I Sh .

Car - PC is dischared on the basis of

Intrinsic Value of Both Companies :-

Mp = 60 (B)
Mp = 20 (A)
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↑C =) 100000 X60=an sid
20

300, 000 no·of Actd.

&6 :-PC is dischared on the basis

Of Intimic Values (IV) of
Both the Companies

(But now Mp are not given separately)
But MV Of Assets & Liad

are given an per
case to

&termulae
Assets Mr =

C> Lian .
Mr

E) psitar
S200000 Net Ass

- 7 Iv= 52/-
100000 no . ofSharesd
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Revision
&Tree & Tow

2) Tree -> take Over Busines
↳ Net Asset

(d)
3) Tree discharge ↑C to SH of Too

v
Cash Shares Bacon Kuch

Boi

an Amalogation-> Twee (A4)]
X
In the In the natu
nature of merger
of pur ↓↓ pooling ofDominating Entert
power of Both
With Tree's SH Si



 

CA. JAI CHAWLA (FCA, M.COM, DISA, IFRS) (7887 7887 05)                                       Page | 15  
 

 

 

-Demust90% external be
Shareholder ResortinAA te Consent

in egst #L
at

B
Same Buss .

must be
Continued

I
Net Asset method
2) Exe . Ratio

3) MP
of BoR Co.

as
IV of Both c.
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BooksofFree Co . (Asia)

Tree Co . Shall make Acquisition Accounting

-anthe nature of purchase :-

& Busines purchase op Dr. PeAnt.

⑳② ToLiquidator of Tun Co
.
PtAult.

1

2) Sunday Assets alDr . Fr/BVscrGoodwill (Bl
ToSundry Liab . Setementsa0 .5(a .

To BP al 0 . 80 .

TO CR (BIE
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&C vs. NetAssets

--
if Pa is more if PC is

↓ Less

Goodwill cr
* Goodwill shall be amortised in 5yps .

CASINY⑭Goodwil

3) Liquidator all Dr. A
To Bank
To ESC (Face valu)
To SPR (Premium)
To PSC
To Deby

To Kuch Bhick
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4) Legal esp/Closure emp - of Troo Barne

by Tree

CRakDr. postpriority)
Goodwill al Dr . (22a priority
To Bank

- Settlement of Liabilities of
For 10. -
-

Goor) OldLiab al Dr.
To Bank

↑

To New Debe

To esaSP
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Exe :-S=
Paymentto Payratin--Hat

Essor egthose 2850000 2850000
-

Fin of Tree 30

95000 no.

↳ Business puros 28 500to

To Lig . ofFow of 2850,000

2) N .CA . al Dr . 2850000

CA Ok Dr. 1500000

Goodwill al Dr . 600000

To Liability 2loro

ToBIP 2850000

③ Liquidator of Tor al Dr .285,0000

9500X10 To ESC al 950000
95000x20 To SP ak 1900000



 

CA. JAI CHAWLA (FCA, M.COM, DISA, IFRS) (7887 7887 05)                                       Page | 20  
 

 

 

#627 This is Amalgamation in theNature
of purchase

# Calculation OF PC !- (Net Assetmethod)
-

Building = 3750,000

Bam I 1120000

Inventory = 400000

(Gross) Debtas = 655000

Es provision Far = (32500)D . D

7) Loans = 11750000)
it Ch =(2050000
1) Tax Liab = (85000)
↑C02. 500
-

ArsetPaynetto payretin working-
ESH Of Eg shares 2025000
Acted . Of PLtd 2005 &

80
,
100 no
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#A Ph
e

purcha DD 20 ,02 .
500

To Lig of &2+d . 20
,0250

2) Building all Dr. 3750000

Pam ak Dr .
1/20000

Inventoryak Dr. 40000
Bebtau ak Dr .

650000

-
10 for · ForDD 32500

To Coan ak 175000

To Ch al 2050000
To Tax ligh all 85000

To BIP 20 ,
02

.
500

3) Lig of&Gid . alDr. 20 ,02 ,
500

To Esc all 801000

To S . P .Rak 1201500
-
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min king Aut
Pref .Shalen #000 X 3 1500

,008
Tras of Tree 2

15000n0 .

x1001-

ESH Of Eg . shares 2250000 450000
-For 5o

↳20000 X 18 .75 45000 no.X

#50050

-clationof SV ofTur :-

All Assets = 5850,000

It all Liab = 2100000

() PCtupSH =1000000
Po to ESH = 2350, 000

X
24 &irect Ev

tono
.

5000
she 9 18 .75/-
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Lig .Dr.000
To PSC 15000

To ess Erod
-

2) NCA 30
CA 20
85
To Liab 21

To BIP 195

TO CR895

o / By 2025000
121500000

2025000

Asset- MVR5
-

2) Goodwill 21008
Tobiab-MV⑦To BP 2025000

③ Lig .
of Two 22sor
To es 2025to
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BPak 20

ToLig 15
To C payable

5

v((
⑳capay Topal

ToBank ↓
IF Condition if Condition
Satisfie

not satisfied

⑮
-T501-
No . 100,000

im
%
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O
X S
es

Ex-RA Same Example no . 12 But Denn to

be issued basedan Jame aut. Of Intert
But tobesud at 25% prem

↓ Out.At = 1200000 x 7 % = 80000

2000newbeen = Fu 10500s

rate

3) Final issue = 1050000

Value (Settlement +25%

Value) 2500

4) New noof Dean = 1050000 + 100 = 10500
no
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8101
-

stementof Denn

OID Value of Deon = 40
,
00

,

000

to be settled at 10%
= 40,0000

Premium
-

-
lotal Settlement = 4400000

Value

Issued at par = 100

No . of 15%1. Debin = 44
,

000

culationof PC

Paquettolayratining At
a) PHO 15ps500000+ 20% 30 ,00

Y+&

30
,

000X 100
no

↳) ESHo egith of
Y+& 000x20 50000

Newno .
= 500000
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X 101 -
-

- 80
,
00 ,
000lotal I

PC =

os

#lateNettsValent
First = 600,000

CH = 4500000

E)Ch = Soro)
(f) Deguitonde-700007

Net wath available =33
,
55

,
000

--

For PSH & Est

#ep2i- PC to PSH = 750,000+10%

= 825000
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teNetWorth For ESH of Two

Step+ = 3355000

(f) PC to = 825000

(ste
PC To ESH=530000

---
In Fare of Balara

Mshare Cash

10000 2800

225000

-
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*

D
↓⑰
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-

I
Free BIS

·ed
sa

000

#walg. (Tree)↓and Ass .(Twor)

⑳Liab [Frot 5000
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Treatment of Unrealised profits a
Unsold Stock
-

zit↓ (seller)
Good JOID
Cost =000x50%
Sp = 15

,

0000
-

earned

by Tweet
Profit ⑳ &⑫

FromTree other

T 500and
Gro)Stockak orS
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Ras(PalaR)-To Stock 25000

-

Class
ExampleBalance Sheets (Before Amals)

Tree Trop
- O

Ese 5000
.
00 40000

↑

Ras 300000 200000

Liabilities E00000-
N+5 =⑬ #, 00,

000 11, 00 ,
000

Noncurrent Assets 900000 ⑳↑ &

Current Assets 600r000,000
--

100. 000 1,00,000

& PC shall be discharged on the Basis
Of Net Assets Value
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2) Mr OF NCA Of Two = 75000

3) all other Assets & Liab have MV = BV

4) PC will issued in equity shares of Tree
at 101-each

of Unrecorded Tax Liability will also taken overat100000
&1 : - This is Amalgamation in the nature

of purchase

Cari- This is Amalgamation in the nature
Of Mengel .

SolutionPurchase method

↑Calculation NCA = 750,000
CA = 500000

C) Liab = (500000

(Taxli,000o
working ArtPaymetoin-

ESH Of Egshares 500 65000
Tras of Tree

65000 no.
X10
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2) Journal Entries in the Books Of Twee (As 14)

af Business purchase Dr. 650000

Lig . Of Twor ak 650000

6) Non Curr. Assets Dr. 750000

Current Assets Dr 5000pE To Liabilities 50000 0

To Buss . pur . 650000(.
To TaxLiab . 100000

c) Liquidator al DV. 6500000

TO ESC / 650000

&culation of GoodwiR
PC discharged = 6500 000

(t) NA acquired = 650000

Goodwi/cri
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3) BalanceSheet (after Amalgamation)
-
/ree Ltd.

Esc al Dr. 1150000

(500000 + 65000
RES (only Tree) 300000

Liabilities 1300000

(700,000 + 600,000) -

27, 50 ,
000

-

Non Current Assets 1650000

1900000 + 75000)
& &

Current Assets 11
,
00,
000

1600000 + 500000
-

27
,
50

,
000

--
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- 2 :- In the Nature of Merger
Il

pooling of Interent method
"

8) Calculation Of PC=
Same

65000 no of 10 %- each
it 650000

2)TournalEntre :-

a) Business Merger ok Dr. 650000

To Liquidator of Tur W . 650000

6) NCA al Dr. 600,000
CA al Dr . 500000
Ras ok (ipt) Dr 350000

ToLiabilities 600,000
TO R&S 200000

C Bummo
Ofu :-

C+ PC =
650000

beenextradiya
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# Ras maint = 200 ,000yebhis

Higbo TotalentKaren
To digo Do
Reverse Karo

BalanceShe Get
Ras

I
Itro

(300000 +200000 - 35000)
Liabilities 1300000

Gove
NCA 1500 . 00 0

Ch 1100000

↳
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Class Ex :-2
-

From
-

T
Est 1000

,

000 1500000
-

Ras 600000 900000

Liabilities 100000 170,0000
--

301an
-

He

PpE 2000
,

000 2500000

CA 10
,00 , 000 1600000

-

Solan-Glas
-

--

if Pc -> Exchange Ratio = 3 : 4
issued at 101-

Amalg , in the nature of merger

sol)-) pa = +,000 Share

of NA = 1600000
1

GSPC = 750,000

Reserve required=85,000
to be created
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Ras = 600,000
-

GR 250000
=

more

to be Created

3) a) Buss -MergerDr. 7500
To Lig 755000

b PPE Dr . 2000000
CA Dri 1000000STo Liab : 1400000

To BP 750000-
To Ras 600 ro
To GR 250000

4) Lig . 70
Toex 75000
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Ex :-16 ↓ I
FP to 1200000 960, 000

culation
X &

Net Assets 1955000 1470000

If PC in Form 1200000 960000
Of shares

=50000
-

Reserves Required 50000

to ge Greated

SP (100000000
650000 460000

RR (2000)150000440000

GR =00000 200000
--

Portobe 200000240000
Created

additionally
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PREaKDr . 1600000

first Dr. 60000

CA Dr .
1600000 3420000

To Liab . 3800000↓
To Bm 2160000

To Sp 150000

To RR 70000

To GR 500000

To pat 540000 (BIF)
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-15(pg . no . 6 14)

-culation of Purchase Consideration
working Ant.Rayanttoyatin

a) PSHor 9.I . Berthae 600,000 +20% 720 , 000
OF Tree =

720, 000

-

101

72,000 no .

6) ESH OF Cast Given 30000 0

Toss

9 ESH Of Eg. There 80000 X5 28,00,000

Tras of free no.T

100,000m.

X281-

-

820,000

2)flement of Desholders of Fror :-

Interest amt
.

= 600,000 X6% = 36000

New 7% => 36000 : 7% = 514286-
Dean ↓

endently me ye wali
value likhenge
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3)JournalEntry
:

-

a) Business purchase ak Dr. 3820000

To Liquidator of Twaral 3820000

(Being Business of Fow acquired)
"

6) PPE al Dr. 1150000

Envst al Dr. 620000

Enrectory al Dr. 700

Trade Receiv . Dr. 600000

Cash/Bank Dr. 000
Goodwill Dr . 1506286

To provision 12000

ToDean Hulden STy286

of The

IoCreditors 430, 000

1To BIP 3830050

including
Unrecorded
Liab .(Being Assets a Liab acquired a recorded

& Bal . fumfered to Goodwil
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2) Liquidator al Du. 38
.
20000

Tog% PS al 720 ,000

ToBankal 300000

1000000a ToEs ak -S

entry

ETosp al 18 .
00

,
000

is

based
a

ia
(Being PC discharged

d) Denholder ofTwo ap Dr. STU286

T07% Dezn al STY 286

(Being DemHolder of Too are issued
New 7% Debn of Tree)

e)maly . Adjust . Resuve Dr 5000

ToExp . Profit Reserve 50000

(Being EpR of Twor maintained

Net =
A-L
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BalanceSheet
Later Amalgamation)

Particular Aut

4) ESC(1200000 + 1000000 22
,

000
000

291 .PSC(800000 + 720000 15
,
20 ,
000

3)eaSamples :- 26 ,
50

,
000

GR 500000

par 350000

EPR 5000

Sp 1800000

AAR $50000

↳gTerm Borrowing
1264286

7% Dean (750,000 + Tuese)

5) Credito 830000

(200, 000 + 430000)
-

Total 464286
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&) PPE 2450000

(300000 + 1150000)

2) Goodwill 1506286

3) Investments 1540000

1900000 + 6200000

4) Inventory 1700000

5)Trad . Receivables 1100000 1088000
2) provision 2

. (12000)

%)hen Bank 200000
300000
200000

-300, 000 PC

Total428
-
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(SepayExammarks

Note:-Assuming this is Amalgamation
in the nature of purchase

Calculation of PC :
- (in00d-

workingHayatto yet inat

ESH of Eg. those 200013 9000
Well Ltd. OF Nice

Ltd.

FroX 120

PSH Of 9% pref. 1800 - 10% 1620

Well Ltd. th .Of Nice

Lod. 16200 no.
of shares

Total P=20
-

etementof Dean Holder

Hut of Deson (in 000) =90Interat

New 9 % Dean value= 100
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-
ournalentry /Book of Nice)

↓ Business pur . Of Dr. 10620

To Lig of Well Ltd.
10620

2) PPE al Dr . 19656

Inventay all Dr. .
957

Dettors al Dr. 1800

BIR al, Dr. 150

Goodwill of Dr. 137

To ST Browing 1975

To Loan Bank 4255

To Deb Holden of 1000

Well
To Crediter 4400

To Bills Payable 450

To Busin sur. 10620
I

3) Liquidate of Well htd .
10620

To 9% PS #620

To ESC 0
1500To Sp -
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4) Dean Holders of Well Dr . 1000

To 9% Deon 1000-

It Goodwill Dr . 55

To Bank 55 ↑

6) Creditorsak Dr . 2

To Debtor 215

Balance Sheet

ESC (31500 +7500) 39, 000

9% PSC (9500 + 1620) 11120

: - PalBal . 19500 21000

# Sp 1500
-

JawBarringa od 12200

Bank Loan (9300 + 4255) 13555
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dePayalea 1750 18935
104400

Common (i)
Debts

I BIP N990 1440

waso

Short Term Barrowing
Total(i)

PPE(62550+ 19656) 82206

Goodwill (137 + 55) 192

N . C . Inst 2250

Inventory (300 + 957) 1257

Trade Receivables
-

a) Debtors (6200 + 1800 7785
- 215)

a) BIR (390+ 1500 540
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2) Cash & Cath Eg.

(4800 - 55)
4745

Total(9225
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6 PC For Raman
-

Payouttolayoutinking Aut

PSH OF Pref. Share
Raman Of Rana 23360x4 = Gun . 550

ESH of Eg . Share 600X = 1100n0. 134400Raman of Rana

ESH Of Cast as per wN 9!260
Raman

#,460
PC For Naman
-

Payouttolayoutinking Aut

PSH Of Prefshar 1680X1 = 2240 no . 257600
Naman Of Rana X 115

Est of EgShare 25200x =

G2000. 500Naman of Rana
&

EstofNaman Cath a

percus
a
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-Calculationof Intric Value (Net Assets)
Raman
- Aman

PPE 10
.
58

.

100 530 ! 00

Goodwill 1620
,

00 -

&

Inventory 178620 206780

T Receiv 247140 138180

Cash & CashEg 235240 160480

C) T. payable 80
Not Assets =
available for

PSH &ESH

()Pctopshs
PC For ESH

(504000)
shares

# Peinturnof48
Cash



 

CA. JAI CHAWLA (FCA, M.COM, DISA, IFRS) (7887 7887 05)                                       Page | 54  
 

 

 

2103

Toculationofy Re aeYLtd .

PPE (MV) 7100 , 000 3.900 , 000
l

CureAssets (MV) 2995
,

000 1577500
-1

() T payable (5970000) (1802500)
--

Capital Employed =50
,
00 36

,
75000

4 . 1 Return I 165
,

000 147,000

amputationo
t

Payme in Antyetto
egthare . 620000x = 3100001550000

X5

Est Dabn 15000
7 :5% / ·

=>2000
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to1550000

Dean = 1960000

Summary :- Total Equity = 3100000

Total Dean = 41 , 600,
00

&culation of Goodwill/CR
X Y

Total PC discharged 37, 50000 35,0 , 000

C Net Assets 4125000 36
,
750

,

00

acquired

Capital Resuree-57500000
Balance Sheet
-

ESC 3100000

Ras (Capital Resava) 540000

7 .%. / · Debn

- 137250 I 4160,000

Trade payables 7772500 6525
PPE 1

,
10,
00 . 00 0

CA 4572500 - 137250 4435250
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/35250
Calculation OF PC

(Based on MP
per share)

Hof H Led.

working Aut& ayettoyantn-
-

Est of Eg . Of 2000X1 5000000
And

-

-

270,000 no.

X 201-

F
144000

X 201
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ournalEntries in the Book of Z

8) Business purchase al Dr . 828
,
0000

ToLiquidateoA soa

2) Land a Building all Dr. 4900000

Plant & Mach . Al Dr. 27.60%
Loan to B C Dr . 120000

-

Inventory al Dr
.

17
.
40000

To
. Receivable an Dr. 13400,

00

Cash & Bank up Dr . 3
,

60.000

Goodwill al Dr . 11.
,

20
,
000

ToTrade Payable 440000

To Loan 1420000

To Dean Holder of 30 ,00000

Altd.
I

To RG. F ak 100000

To NewLiad . Alc 200,000

To Businessa 8280
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③ LiquidatofDoT
-

414000 * 101 10 EquityThere Capital 4140000
4 ,4000 X 101 To security prem. 41

,
40 ,
000

4) Debutholder of Add . Al Dr . 20
,
00

,
000

To 12% Desn all Dr. . 20 ,
00 ,
000

5) Loan From A al Dr . 220000
To Loan to is all 220000

③ Goodwill al Dr. 80000

To Bank ak 80000

Balance sheet
2+d .

Particulars Note no . Art.
- --

guityLiabilitiea
(i)Share Capital * 4140 ,000

1

(ii) Reserves & Sumplus 2 41
,
40

,000

2) Non current Liah.-
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(i) LongTerm Barrowings 3 3200000
↑

(ii) Long Term provision 4 1. 00
,
000

3)CurrentLiab . -

Trade payable
440000
-

other current Liability 5 200000

-

1
,
22

,
20 ,000
-

-

#SSETS

a)Current Assets
PPE 76 ,

60
,
000

2) Intangible Assets 6 12 , 00 ,000

)et Assets
e Inventor 17

,
40

,
000

y Trade Receivable 13 ,
40

,
000

5) Cash & Cash Eg. 7 2
.
80

,
000

-

1
,
22

,
20

.
000

-

-
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Notesto Accounts :
-

=)Share Capital
(i)Authorised there Capital !

600 , 000 of 101- 60
,
00

,
000
-

(ii) Issued &Subscribed !
-

#4000no of 101 4 , 40000

&ReevesSeeaa 41 ,
40

,000

↳ Long TermBrowing

12% Desn 20 , 00 ,000

Unsecured Loan 600,000 1200000

820000

↳220 ,000
-

32
,000000
-

4)y Term Provision

-

Retirement Gratuity Fund 10000
-
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If Other Curr - Liat

TrewLiability(earlier Centingen 2000

IntangibleHosets
-

Goodwill 1120000 1200000
-

G) Exp - 80000
-

#hCashEgvi. #80000
-

B 60000

[t Erp(80000)

150000
+8%

#2000Settlemen
a

&
&

go
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1800 20.

Discount= 1800 x 10
Get

E 18000

2)
ToDean 162,000

· DebnHold 162000

Dise 18000

To 12% Dean 180000

eg. 400000
pr0
%

aro
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P = 490,000

If NASS . = 570,000

agg .

PRE 287500

[urst 80000
Invent . 30y 000 -000e
Tree 200500

Cash 10000

() Cred . 15000
[ Deon (162,000)

-----

OuExample on Unrealised profit :-

- Big .

transaction of salepurchase between Tree
& Troo (Before amalgamatial
--

Downstream Upstream .

(Sale by Tree toTurn (Sale by Tow to Tree)
H ↓

profit already earned profit earned by For

by Tree But But Inventory stock
Inventory Stock With Tree

With Try
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get:-To eliminate the Margin Fram UnsolD

Stock

enRule :-I Reversal of Reserver of Such Company
who booked margin earlier ,

because stock
should be shown at cost only.

H
Ras
To stock

2) If Amalg ,
is nature of purchase + Upstream

Transaction I
CR)Goodwill
To stock

&I : Stock of Tor includes goods purchased From
Tree at00
Tree earned magn ofost to

tion:-a) Downstream ⑳

b) Unrealised profit-00020
= 10000

F

2) SinceTree has earned this profit
Tree shall pass the entry :

-

During
Ras (Tree) Dr . 10000

amal . To stockal 1000
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⑳: Stock of Tree includes goode purchased
Fram Toa Rs . 90000

-
lar earned profit of 15% on its sale.

This is Amalgamation in the nature of
merger

Sol) :- a) Upstream Transaction

6) Unrealised= 900x15
=
135

earned by Tow ,
and

appearing in Ras of Too

↳) Since it is case of menger ,
Tree

Co
.
Can reverse the reaves

Of Two
.

Tree shall pass
TE as Under !

During
Ras (Tror) Dr . 13500

amalgm
. Tostock 13500
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ase3 : -Amalg ,
in the nature ·~Rest entire Case2

a

Sol) :- 1) Upstream Tram action
2) Unrealised profit = 13500

earned by Tow & appearing
in Ros of Twor.

3) Since Ras of For are not taken
Over by Tree Hence Tree Can
not debit Ras (two) all.
Hence it shall be adjusted an
Under :

-

entry by Twee CR/Goodwill Dr. 13500
at the time E To stock 13500

of amalgamation

stra
--

To stock
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Soy :_ Umo-00

fi
-

ove

Took over at 288000 at 96%%

Up(
Value

2for

Total Up 30000

Ef Difference Between (2000)
300000 BV Of Stock

288,000 a Take value ofstone

up-
to beliminated
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free margin
Stock(Tort

25%
an
Con (including Stock Came from

Tree Of 120000
- 24000

so
·

[
2

Tree Co .
took over the entirat 60/
Value any
- ⑳lotal Up =

tooe
To ⑳ upelminate
⑳7

-

24000-
# useit Trov=

Come From Tree

Tree SOID above Stockat
Losssale

Bost-15000
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Cu Sunda Asset pr-
Invent ⑮

1
Separate => Inventor Dr . 25000

enty To Ras ⑮0
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GoodwillCalculation

*ug . profit Method :- Goodwill is
4 years purchase of Aug . profit of

part 3 years.

Fit (loss)
20X1 180000

20X2 125020x3

In the year 20x1 ,
There was abnormal

Loss of 15000

& In the year 2013 ,

There was Non Trade
Income OF 12000

96667

Sal) :
-

20x3

Actual profitsTo
() Ab - loss 15000 -

-

(f) Non Trade
Income-(5001200.

Simple Aug = 97667
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Goodwill = 97667

667
&pere profit method
Goodwill = NooFyrx (Augprofit - Nonse

profit
! Net Assets are000000

Normal profit=E
Aug profit = 195000

Goodwill is 3 yes · purchase of SP

Sp = 195,000 - 133,000 = 62,000
Nasal

Goodwill = (2000X3 = 186,000

③CapitalisatamethodaGoodwill
#ternate2 -Roffit - Actuate
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NarrAug420000
Capital Employed-

Sp = Aug-NP
Sp = 420,000 - 250000 = 10000

Goodwill =⑮000 -

1000orgo
=> 800,000

Capitalisation of Sp method Capitalisation method
Aug . &p0000
-

>Any profit
Namal 250000

Sp=T0 4200000 Lagana Chanie

Gentlylagaya2500000
Hai Businessempera 1700000 Goodwill

-

Goodwill =
17

+000
10%

= 170 ,0000
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203

I Settlement of Deb" Holders of Myth
Current

Interact = 150000 X 14 % = 21000

New 12% DebnValue=000 = 17500

TradeIncre

I M
-

-
lotal Investment 187500 100000

Non Trade 280% 1500000 80000

ParadeIncome (1) 20% 13

NonTrade Incre 30000 12008

W :-Calculationof Goodwill

Truth SimpAry .

= 723000 - 30000 = 693,000
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Myth Simp Aug = 228000- 1000 = 216000

SpitalEmployed
-
-

1

PPE 1575000 680000

Trade Investment 37500 20000

CA ST250 365000

DA

[t Dejn - (50000
() T. payable (90000) (142000)
C) OCL (5000) (40000)

--

Actual Capital Emp.5000 333000

Aug profit 693000 216000[
Capital Employed 38500000 1200000

required

Goodwill 1865000 467000
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DA

We took Debn of 150000 (ie Book value)
& not settlement since we are calculating
Capital Employed For Goodwill.

Settlement value shall be takenFor PC

Calculation only Under Net Assets.

yculation OF PC Car per Tv method)

Capital Employed I3001985000

() NonTrade 150000 80000
Invst

( Debn adj
- (25500)

(t) Goodwill 1865000 467000
-

-

N . Assets 40
,
00

,
000 1255000

↑

T
No· of egth 100000 40000

Iv 401- 31 .375)-
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Paytoam40000131.375 1255000
Myth 40

31375190
.

x40/101- Ev
-301-pem

#110.00 .

000Trutha 150
& I

: - Sp(31375 x 30/0) 941250

GR 50500

Pal 445000

EPR T185000 210 , 000

AAR (5000)

Inade payable

M200 I 23200012% Desn 175000

-

OLL 90000
-

38
,

87
,

000

-
>
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PPE 22
,
55,000

smoquil

zenomous
467000

Investments 287500

CA 87750

-

3887000

1 BP PC/PCTo Lig
PRE
Goodwill↳ Cis
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⑳2(Amalg ,
in the nature of merge

-I Calculation OF PC (Ein Larm)

Layoutto eaoutin radingat
ESH of Eg share
D ofs 13

,
500

1350 X101-

-djustment of RE

Net Assets acquired = 15.427.5

Sunday Assets 18675

(t) SundayLiab3247.5

(f) pe dischared T 13,500

Reserves to be maintained.1927 . 5

Freigh

processGR to Ge
maint
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68653. 5
BalanceSheet

#(She 30000

a Sp 4500 24981

FPR 465

GR 15711

(14250+ 1462 . 5- 1st
Pal 4305 I-

13% Desh 1500

T. payable (lars Romm . Debt)

I
2374 .5

provision 3798

8653.5
Land & Build 9000

Pam

I
28500

Fur Far 6006

Inventory 17827 .5

T. Receivables 4710.

CGB (Les 15) 2583
-

18653. 5
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Revision=> 2 HV .

~
Tempe~sol

Quest List ⑫Lecture
⑪

↓ ⑦ AbhyanGChart
↑

20 - 25%

Book Takeany
I 1-2 QuestionJ --

It summary writing
Book

zomint
.

⑬000
Debt of Glory are to be dischased

& by issue of New Dean

atiprom
330000+ 10%=3000

3300 no.

&30000 300
Gorg
-

Cast = 104000

( Sim 5.
Comm

.
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2204
-

Settlementof Debr of Glory : -

Existing Debn = 330000

Settled by issue of New Door & 10% Prem.
i . e at 110

No · ofNew Debr=30000 = 3000

Value of New Dean = 3000 X110

=or

culationof PC by Net Assets method

Galaxy Glory
Freehold

prop 588000 336000

Pam ⑰0000000
M . Vehicle 56000 -

Inventory 336000 438000

Tr . Receivable 462000 -

OCarn/Banke 238,000 240f

Goodwill 448000 168000

(f) Det (settlem - (330000)
Valel

() Tpayde
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No · of shares 196000 72000
to be issued by 20 . no .

Glorious alo1-

#3 Calculation of Final Cash Bal . Of

Glory :

-

Collection fram TR 110000

Cash Bal. 104000

C) Payment to Credites (180000)
H Commission deducted 10000

110000 X5% 1.

180000 X 2 .5%
-

Cash to be taken
: 24000
-

over

BIS Glorious
-

ESC 260000 no of 101 26
,

80000

& Prem . on Dean 30000
↑

8% Debn (3000 x 100) 300000

T. Payable 200000

Freehold property I 924000Pam 336000

M .Vehicle 56000
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Inventory I 7ForGoodwill 616000

Treceiv 462000
Cash I 262000
150000000

10% Pref- Shance of Tow are to be disclosed

issueof New
12% pref share.201 · Prem
-

2000
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= It must be hignidated

Bom to be closed

⑪ps Rat

Dealiation
i

Tclose all the Assets of Tow

Realisation
To Assets

2) Cath Bal ofTwo is not tobe turfour.

-

to

Teenottest
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3)tab

tobe closeda
To realisation

4)S
,
PS ,

Ros to be closed

Es af Dr . PSC Dr . 100,000

Ras al Dr . I To psl 100000TO ESH

5)receivable Fram Twee :
-

Tree all Dr.
1nomal To realisation PPC

6)Ireceived
Cash al Dr .

Egthane of Tree ofDr .

pref . than ofTree Dr. 110000
Dean of Tree of Dr -

To Tree UK
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↳amehome e nar in cas
Realisation
ToCash

#disclosed to PSH :

PSH al Dr . 110000

To pref. shares of Tree an
110000

TH 100000

-
By Realis,000

&lose the Realisation Al (Gam/Loss)
Gan => Realisation Coss= ESH

To Realis
TO ESH

10)dischared to Este :

-

Este al Dr.
To Cart

To egth
To Debor
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RealisatiaList ava
(BIS)

To Cash exp IBy Tree 6 . PC

TO PSH (DiFe) By PSt (Diff)

-
10 ESH (Bl By Est (By

Loss
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Oo
Pam = 400000
Debtus = 500,000

E B .Lian(800000

metooEst of Eg those 1000000 9
.
99990

Try of Tree

33333 no .

↑

X301-

ESH Cash 0 .333 X 30 10

-

10
,
00

,
000

-

-mpBd
800

ToReal -
550,000 By Real . 100000

ToTree 10 I By ESH 270010

- -



 

CA. JAI CHAWLA (FCA, M.COM, DISA, IFRS) (7887 7887 05)                                       Page | 89  
 

 

 

Realisation Af
Fo600000
To pam 40000 0 By Credite Toro
To InvsH 500000

To Deffers 500, 000 By Tree all 10 , 00000

TO ESH 170000
!
By Bank Loan 800000

To Goodwill 100,000 (P)
To Cash 280000 By Cash of 55

,0000

ToCash 100000

(Garn)

-ach 2700ESHA ca 20000
400000T 170000

-

ToRealisation 1000000 By#
= I -
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Step 1 - Closealat

Step 1 =
Raise & Receive

p
AssetLiab

sale/settle any not
Step 3 = which

is

Tover

(Realisation)
Step y = Pay Lig exp

if

any

Step= disonage pe to PSH

Step =
Calculate al

on deal

Step== Settle
Est ak
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Bal= DC - Cartan

& /Books ofTwar (o)
eculationofPCed

workingDayuttoarmetoxs
-
200000

TX22

ESH Egthares 8000X2 = 48000 1056000
X22

Est Cash WN-2 64000

60
AssetCalculation

#
PPE 1130000

I.T. Asset 80000

Inventory 220500

TReceiv 275000
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Cash ⑯375
() Prov - ForDe (6875)
(f To payable 100,000)
Cf Debn
Settlement value20

(No
C) PC in Form of = (1056000)

Shares
-

Cash = 64 , 000
-

staByT. payable 100000

To Ass . 80000 By Dean 200000

To CA 661375 By LR2+d . 1560,000

TO PSK 40000 (PC)

By ESH 5375

- (BI)=
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Step
Shasen

OF LK I By Realisat 400- -

#Es800000
ToRealisation 5T375 By

By Ras
371375

ToEgthase 1056000

of CKd.

-

I
-

To Cash Gyoro

-
ToMealis :

1560000 By Prefshara 440,000

-
I By Egsh . 1056000

By Cast 64000

-

- -
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-ca
Note! - Dean are settled at 5%1 discount
-

after Take over

Alternate1 :- Entire 200,000 Dean shall
-

be taken over a New issue

will be made at 95% per Dean

Alternate 2 : -Dean to be taken over
-

at 5% Lesser value it 1900008
New Debn shall be issued equal
to 1900000 at par

We have taken Alternate + · Alternate 2
can also be taken.
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1210000 Last

#0000
610000
i

⑮no

2503
=

culationof Unrealised profit
UriSOD Stock Valu = 100000

· Unreis-0,000profit
= 2500

stock took over at 10 % Lesser Value

Hence 100, 000 of Unsold Stop
is taken over at 90000
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etup tobeeliminated. .
C) toor (10000Over
at 90%

o to be eliminated

BhtdisCu
-

es 488000

Sp 48800 Uni
187000

TP 3200 000 - 40000 280,000

600000-BankOID

March .

I
576, 000

Build . 306vo

Trie 198000 183000

15000 I
T Receiv 234 I

194000

40
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Goodwill 1216000
#402-TCLid Books close
-C3
PC Fros- -

2500me .X
2

Free 37no

·
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I Goodwill = 500

2)MetAsset
&

NetAss 2160000 1440000

issued by Pa 144 , 000 X 2160

TOMY0

No or Share

⑯on. ↓
N4000440

2160 +1440

⑮600no

StepricePe
= 25251-

Face value 101 101-

Premium = 151- ist-
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2501
-

Calculationof Goodwill

Profits3
weights I 2 3

· Multiple 30000010500001890000

WAg profit=240,000
G

= 5,0000

: Goodwill = 500000

2 It is given in Question that

Consideration is based an Net Assets

Hence PC = Net Asset Value

It is also given in the question that
Total Share Capital (Underpy of Pa
should be equal to combined Sh . Capital
of P2 9

. (1 . e 600 , 000 + 840000)
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exclusion:- Hence Total PC value is

equal to Net Assets, But Face value
portion of such pc is equal to
Combined Capital te 1440 ,000

i . e000014000 m.

HoetCaludationa540000 -

All Hersets of 18600,

00 2530000

BIS

# all Liab

o80
,

000

It is given in the question to distribution
↑C shares (ie 144,000) is the Ratio of
TheRespective Net Assets.

Pc(no · ofshares) 14000200x
⑳400no. $7600no
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Isve price per 2600000Share

251- 25/

Face value 101 101-

per share

.. Premium per 151- 15/-
Hasen

othe 72,000 no · Shall be issued at 151-

premium

-
JournalEntrie

Note:- This is Amalgamation in the nature
of purchase Since Goodwill is calculated

1) Business purchase #Dr . 3600,

000

To Lig of PLtd 2160 000

To Lig . of a Led 14
,
40 ,000
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2) Fixed Assets Dr . 1800000
-

Inventory Dr. 1020000
& &

T. Receivable Dr. 12 ,60 , 000

Cast Dr .
300000

-I

Goodwill Dr 54,000 0

ToB . old 50000

ToT payables 780000

To Buss . pur . 3600000

3) Liquidator of Pak Dr . 216000

Lig of2 ak Dr.
14 ,
40

,
00 0

To ESC al 14400
,00&

To Sp al 21 ,
60

,000

4) Bank al Dr.000
To ESC 720,000

To SP 10800
,

00
I
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2205
-

I Every
ohwe a

a

E
A &

Inventory 294
,
40

,
000

-

&

Realisa otherA 570000013440 .
00

3) Gangay Sacred Loan 1
,
00

,
00.000

X
principal Inter

1
,2000, 000 3200000

- 50%
-

lac.

4) 4000no · issued against Cath in 40 .
00,000

5) PC to PSH = 4,00, 000/

6) Sloan took over in Tree (AGCtd)
# ↳
3,20 ,

00
,
000 138 P

( 2.9440, 00 16 I
--
25, 60 ,

000 1,44, 00.000
-
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7) Unsecured Loan took over by AGL4d
172x25% = 43,00 ,

000

8) Employee Liat. taken over (60 +36) & then
Settle by issue of EgSh . of Ad

i
.
e. 96 las

9) Stat . Liab Fully Take over =f (144+ 20) = 164

10) Trade payable took over &80 %

00to

P-t
>
GR I
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Summaryof Not Hosets Taken over

# &
PPE 68 ,00 ,000 1,36 ,

00
,
000

Other (A 57
,

60
,
000 1 ,

34
.
40

. 000

(excluding Invent

() Secured Loan (560000) (.
4400000

( Unsecu . Loan (4300,000)
-

7) Trade payable (480000) (880000)
(f) Stat. Liab (1,

44,00 , 000 (20 ,00
, 000)

E Liab to Emp (60 .

00
,000) (36 ,

00 ,000)
-

#91.80.000T, 60 ,
000

2 PC Summary !

-

# &
Pe to pst 400000 -

* Shares issued against Cash is not PC



 

CA. JAI CHAWLA (FCA, M.COM, DISA, IFRS) (7887 7887 05)                                       Page | 100  
 

 

culationofGoodwil
a

P t
2) Net Assets + 19180 ,

000 41
,
60 ,
000

Took over

580000
BalanceSheet

#Gdtd.
-

Ese 400000 PSH) 1
,
40 .

00
.
000

40,
00, 000 against Cast

↳600 , 000 to Employers

CR

(2560000 + 14400000)I 41 ,
00 ,
000

B a) secured Loan 1, 69 ,60 ,000

6) Unsecured Loan 43,00 ,
000

I
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&Trade payable 73600
,

00
↑

Stat . Liab 1
,
64

,
00 .
000

toEmp I -X

11

#PRE 2
,
04,00 ,

000

Goodwill 1
,

95
,

80
.

000

Other CA 1
,
92

,
00 , 000

Cash (200000 X 10) 40.00
,
000

#3180.
000
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2502
-

anper Net Assets

PRE o
(2400 -60 + 120)

Goodwill 240

Inventory 720

T. Receivable 1080

*Cash 2 Eg. 360

(1payable
No · of thare=u

= 45000

value Bl Cash = 420 313
(f Divd = 360

Np= profit
~cam

=17 Netc() Dep= Value
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2)etCh an an 11 July (Ein00)
B

To. Receivable 1680 80
Inventury 960 720

Cash 110t 360

-S() To payade (600) (360)
1440 3113
C600 Divd 5. To

#)Cash profit

BalofP OFBlack
() NP = 480

(f) Dividend = (600)

Bal . 17 =o
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4)DEBal. atten Take over on 117

Black PRE 313 3600

( Dep(3m) go
-

117 35T0

white
ppe taken 2460

over -

PREBal.70

⑳min505X

· primit
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abo BooksOf B
-

: Loan 60
,
000

To Cap - Reduction 60,000

2) Escuk Dr . (00) 10, 00, 000

To ESC (0) 100 , 000 : 10 /10000
To Cap . Red. 90 ,0000

EscalDr . (10) 10000

To Esc ey (100) 100000

(Being 10000 share Calidates to 1000

Shares)

#working:-20000X!= 20000 no.

-
P20,

00,
,
000
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a) Busines purchase of Dr. 20 .
00

,000

To Lig . of Add . 20.00 ,000

- Pot al or 2700000

Invent all Dr . 700

Treceiv . MeDr . 400000

Cash appr 25000

ToTpayable 300,000

To DeGhHolder 500,000

To Bank Loan 250,000

To BIP 20,00000

(B)To Resel - loo

6) Lig . of A 20 ,
00 ,
000

TO ESC 20.00,,000
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If To payadeeDr. 100000

To T. Receiv .
100000

8) Capital Reduct Op Dr. 960000
To par al 800000

To CR ap 10000

BIS
-

ESC(100,000 +2000000

I
2100000

& CR160 ,000 1160000

Reser1,000,000

Delh 500

Goan Fram Bank 250 A 600 ,000
390

Trade PayableA 300 500,000

B 300

If Comm . 100

B . olD - 500
-

49 ,
50,000

-
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PPE 35,50 ,000

Invest /700000To Receiv 450000

Cash so0 ,
000

PC = 100

C) NA = 90

-400000
C) NA

= 49180000
G,95,

80 ,
000
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2507
- Netfesets

Goodwill 150000

L& B 50000

Pam Sorr

Trivent 472500
TReC: 300000
Cash 60,000

Unveld .
15000

Asset

C) provision (7500)
2) T payable (2000)

&Ron
peo
ESH

-

105 New share issue

#0000no .

Price
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External Reconstructionpee-

A + B = A

A + B = C

joy

7) Debn of Mohan=0

↳ settlement by
Same 20000
Desn of

Ravi Ltd .

2) Interent on Dean = 20000O(BS) ↳ settlement

by equity
share

2000 20.

& 10) -

s Trade payable of 150000
BIS ↳ settlement

Value

12000 20.

eld-
-

2000
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New4) PC to PSH = 600nX+ =

600 o

eguig

-O
#) 1 yu.Dividenda 600vox 3 . 1.

New egshares
540 no.

IfTOESH : - 30000 X1 = 10000 + 10
3

#1000001-

6) Inventory at 72,000
PPE at 308400

Share

↳trainingissued to public :

-

40000
- 2000 to DebrMade

- 12000 to Creditors
- 6540 to PSH

0000O Edic
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i .e Bank 94600
To est 94600

8) Bank Bal . Of moban to be taken
Over = 20000 - 5000 = 15000/-

-----

PuP
nottopatisking oPSH Equitya
ESH egsh . 30000xx10100000

10000 n0

#65400

Note: -This is Amalg . in the nature of

purchases
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culationofGoodwin 65400
C) Net Asset acg. I 400

PRE 308400

Inv . 72,000 Nil
-

TR 110000

Cash 15000

C) Payame (120000)
C Defn 20000)Holden

-Book
of Ravid-

ToBIp 15000 By Bal .
109600

/took overy
ToES 94600 I
- -
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a
Esc 400, 000

Debentures 200000
-

600vvo
-

ppE 308400

Inventory I 72000
Treceivable 110000

Bank 109600

#00I
-

Booksof Moban

Realisation
-

TO PPE 340000

I
By Dean Holde 200000

To Inventory 80000 By Int Acarved 20000
ToTresir .

110000

To Goodwill 10000 By
T payaces 150000

By Ravi <tod . 165400
To Bank 500 (PC)
(emp)
ToBank
(Bank Bal . Closed)

15000 By ESH,
50

To PSHI -
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Foe 1200By ESC 100000

To Realisation 30000 By
ToEg .thare 100000

of Ravistodo
=> -

Mergenet & Liat
De200rounded
↳ 220000

S. Ass Bu

ETo S. Liab
Debe 20000

⑳000

Ditto2200
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Dean Ho 200000

#0000Gen . Per

To Deb" 220,000

PC 1720000

=10000 exp
-

1730000-
-

Realisationver

ToBank 2000) ByTwee 17200


