AMALGAMATION OF COMPANIES

STUDENT
NOTES

CALCULATION OF PURCHASE CONSIDERATION

Question 1 Category:-
Given below are the Balance Sheets of A Ltd and B Ltd as on 31st March, at

which date the Companies were amalgamated and a neyeCompany C Ltd was
formed, (in ¥ 000’s) :

BLtd :Assets Altd | Bltd

: : i Sundry Fixed : :
! Equity Shares of T 10 eachi 70,00 i 60,00 - o L& i 8500: 70,00 i
: P e e Assels : : :
fereeeessressssses s s s S SO frmsrmes s FA— — ;
! Reserves P 2000 4000t Z‘;"d:y curent 000 30,00 ;
T My e .
Sundry Cred/tors & Other H H

! Current E Miscellaneous

r : : i Expenditure %

: Liabilities : : : -

{ Total t 105,00 | 110,00 | Total t 105,00 § 110,00 |

@It was agreed that Sundry Fixed Assets of A Ltd would be valued at X yo,oa
thousand and that of B Ltd at X 95,00 thousand.
@C Ltd would issue thelrequisite number) of Equity Shares of #10 eacha
‘ premium b) discharge claim of the Equity Shareholders of A Ltd & B Ltd.
[—— — =}
How many shares of C Itd. should be issued to take over the business mhe two

merging Companies? Coluuldore Amiaote Covie oud  show fie d.&M\'ac-

Question 2 Category:-

The Balance Sheet of P Ltd as on 31st March is given below - (in X 000’s)

=Llabllltles Amount = Assets 5 Amount 5
..................................................... v 5050 SundryF/xedAssets .............. ....... 5 000 NATO mefod-
i Share Capital: Equity Shares of -’{ i : -
i 10each :

. ..................................................... ; ................... . ............................................. . ................. {

i 8% Preference Shares 9,50 iStock i 2000

{ 12% Debentures {1500 iDebtors {1000}

 Sundry Creditors & Other 10,00 iCash & Bank {500

: Liabilities : : :




@)

Queshbn |3- Cobttation of  Frase (ontideration  ((NATO)
- (3 o0o's)
Al Bl
I+ fixed Ascete 10000 4500
Q- luwewk Mesde 2000 3000
3 less: eredftor 2 oel ( 1so0) (1000)
Totod Rumhate Coideratbn  10SDO 1sob

Dsnarge of  Awtmare  Congideration
V

I+ Tolal Rimhoste Comtiduatbn 100000  H1SDOOOD
- lsue prite [equiy nare [ b

3. No-of Eq;my Snavel fo be fsued QKLAS J0ASHSS
Quertion 2:-

) Pumed metwod: = dimng mouw solve  knind helu -
= — L ——————— 1 U

Vedor () kya s
ownerk

1+ Prcfor. SH Psc (ki) 0000 /10 - 400 Prs-
2 esc (kiid- = A

$
Nol owodloble = x

fumat  wmetiod  cavnet be applied -

nits- fr P of  Yendor Compouy . we olwewe npey o Heed
amount je- the amoun of tapial confriouted gq vem
(amd oo in some coses o percentage of premfum)
Hente we o  colulnte e numbel of sharet fo be

wsued fo nem by we punmxi’»f‘; compa,u#( kitna dfgd)




@)

Whereas  for 4ne e,qgul;u shavloldere of the venclor com pauy
we  poy them fhe vaidual amount and ot fived Vepaumw‘l
of cap?hgﬁ Hene we cannot colelote “kina Aiya ” w_u bq

dxwdfuq +he equrq capitel conhfbuted by -the Riue pr pme/sba\e
of ﬂudmmq (’pmpam&

cotubabdn of  Purtnase  Concidleratbn (NATOD )

t+  FHxed hssed SD0OO 00O
2 Stoy 2000 00D
3. Debiors 1000000
A Cah 2 Boawte SO 000
Sl 12/ Debenturer Lssnooo)

Runhate (oncideration =  63SD00D

Disvorge  of  Amdaze Considterahion

\

Total  Riwthate  Loncideration 635DDCO

I+ Paymeni 1o FAofrence SH of Plid-  4sDo0D
( asoooo |1 = AsOOO Pt-)
& puamuﬂ to  fquly sn of Plid- 300000

( =D0000 Jio - 90000 £°¢7)

Quaton 3:. Coludaiow of  Awthase lonsiderahon

fo ‘g“"d"i Pssde ¢ (l&pgooo R7s7-) + 18] = 1512000

(1800000 x a57.) - &). = 4lhooD

¢

3. less. (0F Oobewhures (200000)

3 less : Sundwy Creditowr = (200000)

A- less: Mu overdraH = (sooob)
< less 0 Bills pavabie s @om’}
6 lest: Unruorded sodr Uity = (a0

Totod Aowaote towsfderanow A 1411000

L



AMALGAMATION OF COMPANIES

' STUDENT

“» K Ltd agrees to take over P Ltd, by issuing requisite number of Preference NOTES
Shares of X 10 each at par ;o the Preference Shareholders of P Ltd,)and
requisite number of Equity Shares of X 10 each at par to the Equity
Shareholders of P Ltd.

** Purchase Consideration is settled as per Book Value of the assets, and the
\gﬂ = Debentures will be taken over by K Ltd on the agreement that these will be

x Vo paid off at 10% premium after one year. Debenture holders of P Ltd will
\ accept 12% Debentures of K Ltd. Calculate Purchase Consideration
Question 3 Category:-

The following is the Balance Sheet of S Ltd as on 31 March

Liabilities % | Assets z
000Et5h ............... 5{ 10 .......................................
P14 quity Shares of a 14,00,000 & Sundry Assets i 1800,000
. each fully paid ..o, A e 8 Wievswesemeneeed ;
i General Reserve 10,000 i . L 10,000 :
: i i Discount on issué :

of Debentures

rersrsns s rosersnanananananaes frersesmsnns I SO ;
10% Debentures 2,00,000 Preliminary Expenses 30,000
Sundry Creditors 2,00,000 Profit & Loss A/c 60,000
: Bank Overdraft : 50,000 = :
rossmsmn [T frossrsre , .................... i
! Bills Payable i 40,000 i

{ Total { 19,00,000 i Total : i 19,00,000

the Book Value

[— 3
> The Liabilities are taken over at Book Values.

» There is an unrecorded liability of X 25,000.
Calculate Purchase Consideration under Net Assets Method

Sh: (BO00OD w7SF - 1350000 + 147, = 1S12000
e et .

1800000 % 3SF. = 450000 - g/, , AIMODO
126000




AMALGAMATION OF COMPANIES

@ Category:-

of the Balance Sheet of the A Ltd as at 31st March, are as follows -

STUDENT
NOTES

! Liabilities z
Equity Share Capital (X 100 each) 15,00,000
12% Preference Share Capital (X 100 each) 8,00,000
 13% Debentures  3,00,000

On 31st March,@td agreed to take over@td on the following terms:

1. For each Preference Share in A Ltd, X 10 in Cash and one 9% Preference Share of X

100 in B Ltd.

2. For each Equity Share in A Ltd, X 20 in Cash and one Equity Share in B Ltd of ¥ 100
each. It was decided that the Share in B Ltd will be issued at Market Price X 140. per
Share.

|® 3. Liquidq_ti&n Expenses of A Ltd are to be reimbursed by B Ltd to the extent of X
10,000. Actual Expenses amounted to X 12,500.

You are required to compute the amount of Purchase Consideration.

Question 5 Category:-

Trimurthi Company Ltd was incorporated for the purpose of acquiring Brahma
Ltd, Vishnu Ltd and Shiva Ltd. The Balance Sheet of these Companies as on 31st
March is as follows:

Particulars Brahma Ltdg Vishnu Ltd Shiva Ltd

Tangible Fixed Assets at Cost Less Depreciation 5,00,000 4,00,000 3,00,000

i ------------------------------------------------------------------------------- i -------------------- ! -------------------- -} ------------------- {-
: Goodwill -1 60,000 i -
{ Other Assets t 200000} 280000 85000
{ Total Assets t 700000} 740000 385000

! Liabilities:

Elssued Ordinary Share Capital (Shares of X 10

4,00,000 i 500,000 § 250,000 }




lh%mcm Meduod =

Alids owners kya 5_3‘2“
=y Coan 8000 %10
PsC 8000 x 100
ean Cashn \SDOO %X 20
£9¢ 1000 X KO

Quethion 4 - Caludomeu of furdoue  Comiderahion Uhammlb)

Prfuence  Shartoldet of Allde

I (ah poid @ 8000 % (D = BOOOO
a. feferee Snore Capitad (B Wd-) : 8000¥I00 = 80DOOD
880000

wity Shavelolders of  Alkde

% Cow poRd :  1SDOO X 4D - 300000

2 Equily Share Capitnd @ 1SDOD x 140 = Q100000

N 2400000
=t

Totod fumhare Congloleralroy ~ 3380000
N ——— S




