AMALGAMATION OF COMPANIES
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i Profit and loss Account: 3,75,000 : 1 25 000 Trade : 4,50,000 i 515,000 i NOTES
R N S LT ﬁefszz/ff.....Z...................f ....................
i 15% Debentures (X i i :
{100 each) 5 2,50,000 5 1,75,000 5 Cash at bank 5 3,62,500 5 2,60,000
TSN SO SR fereerarenremnenesenanans TR A i
! Trade payables 2 25,000 1 75, 000 i i
Other current i 1,00,000 : 75,000
LHGDIILIES ..o ssseeees s o sssbesessssssssessnsssssesbnssessessnsssses brsssssesssnsssees
49,50,000 33,00,000 ;
Gee Ltd. takes over Pee Ltd. on 1st April, 2015. The purchase consideration is
discharged as follows:
s Issued 1,65,000 equity shares of X 10 each at par to the equ:tz shareholders
of Pee LTd. l? DOO ¥ (0= lBﬂ)OtD 6e
% Issued 15% preference shares of X 1_00 each to discharge the preference
shareholders of Pee Ltd. at 10% premium. ~ 8SDO0O 85000 = 33000 m =

**  The debentures of Pee Ltd. will be converted into equivalent number of
debentures of Gee Ltd.

"

% The statutory reserves of Pee Ltd. are to be maintained for two more yeaX | funu

“*  Expenses of amalgamation amounting to X 10,000 will be borne by Gee Ltd.

Question 13 Category:-

Ram Limited and Shyam Limited carry on business of a similar nature and it is

agreed that they should amalgamate.

% A new company, Ram and Shyam Limited, is to be formed to which the assets
and liabilities of the existing companies, with certain exception, are to be
transferred.

+* On 31st March 2015, the Summarized Balance Sheets of the two companies
were as under:

Ram Limited Balance Sheet as at 31st March, 2015

Llabllltles i3 Assets ¥
/ssued s y/reeholdProperty,atcost .......... 210 000
.Share Cap/ta/ ............................. . .................. Jlant oy nery,a " costl ................. ;
30 s Equ:ty o resof e . .................... IessDeprecmt/on ...................... .50,000 ..... ;
each . fu/l ypa/d ........................... 300000% s /clesat P R
GeneraIReserve 16000ODeprecmtlon ............................. 20]000 ..... i
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7 leset ). Debentures = 1 (12000) ! 35
' Jess: Tinde pagables  (tspoood + = ©
i Runase Tderalisu 1 100000 | 240000 . = QHOODO
%) Dicharge of Reehase  Conciblevatibn

Total funose Cociderdtbn 700000 SHOO0D

Egully ehare Capftl of Rom

Swjam |-
Nombhad vouue |sh lo io
No: of shares  fesued 100008s | |2h000 Es [ = QADODES-

3) Naturt of &matgavm!foo = | Rmhase | v
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AMALGAMATION OF COMPANIES

EProfit and Loss Account 10} OOOUnventory : ‘/1 20, 000E

Dadepayables .......................... ..... 1 50000 Vcaderece/vab/es ..................... /164000

eessrsssnnnr s fersrnsmmmmnrrenees ‘ﬁashatBank ............................ ,000

.......................................................................................

6,50, 000
Shyam Limited Balance Sheet as at 31st March, 2015

i Liabilities 4 ! Assets R :
T fessnsnnananannnnnsn B ssassEsEsEsEsEEsEEEEEsEsEEEEEEEEsEEEEEEEEEEE fessnnnnannnnnannnnn £
i Issued and Subscribed Share i
. : : Ereehold Property, at cost i  1,20,000:
Capital: : ,} perty F o :
: 16,000 Equity Shares of X 10 ﬂant and Machinery, at
; i 1,60, 000 : 30,000:
each, fully paid E : cost less Depreciation N i
i Profit and Loss Account ‘: i 40,000 \,anentory ,_(1 56,000 ;
\/6/ Debentures i 1,220,000 nTrade receivables {42,000 i
......................................................... A O RN N
R Trade payables 64 000 3Cash at Bank 36,000
.......................................................................................................................................... £

' : 384 000 : : 384 000

Assets and Liabilities are to be taken at book-value, with the following exceptions:

Aoodwill of Ram Limited and of Shyam Limited is to be valued at ¥ 1,60,000 and
60,000 respectively.

} Motor Vehicles of Ram Limited is to be valued at X 60,000. "
Se—, - - -
2 The debentures of Shyam Limited are to be dischargeds by t%e issue of 6%

Debentures of Ram and Shyam Limited Gt a premium of 5%.@

.)" The Trade receivables of Shyam Ltd. realized fully and Bank Balance of Shyam
Limited are to be retained by the liquidator and the Trade payables of Shyam Ltd.
are to be paid out of the proceeds thereof. You are required to:

o Compute the bas:_sgn which shares in Ram and Shyam Limited will be issued
to the Shareholders of the existing compames assummg that the nominal value of
each share in Ram and Shyam Limited is % 10.

o Draw up a Balance Sheet of Ram and Shyam Limited as of 1st April, 2015, the
date of completion of amalgamation.

. Write up Journal entries, including Bank entries, for closing the books of
Shyam Limited.

Question 14 Category:-

He summarised Balance Sheet of Mars Limited as on 31st March, 2015 was as follow:
e e L
ShareCap/talF/xedAssets
100000Equ1tysharesofLandandbu:/dmg ...................... 764000

STUDENT
NOTES




AMALGAMATION OF COMPANIES

—
e hf/l ....... T T STUDENT
AN 1 Bttt M et | NOTES
iReserve and surplus: YInventory i 7,75,000
Capltalreserve ......................... ....... T o e 182000
EContingency reserve : | 2,70,000 ECash at bank :‘ 3,29,0005
iProfit and loss A/c ii 252000:
IPPTT T I I I e I I LTI I C TN TIT I eI fraferrnnnnnnnnnnnnnnn e Bansnsnnnnnnnnnnnnnnn i
i Current Liabilities & E : : :
! llllllllllllllllllllllllllllllllllllllllllllllll E--! llllllllllllllllll i lllllllllllllllllllllllllllllllllllllllllllllllllll ? -------------------- !
L PrOVISIONS: | et T Erreeeenereesseesasneseasneseaneeeanneeeanneeeannes AR i
i Trade payables ... 52860005 | ooooooeeeeeeeeeeeeeremeeeesse s eeeeeeeen S :
{ Provisions for tax ... 5 2i20,000% oo D eeeeeeeeeeeseseen :
Total i1 2050,000: Total i 20,50,000:

On 1st April, 2015, Jupiter Limited agreed to absorb Mars Limited on the following
terms and conditions:

i Particular

! Land & building 10,80,000
! ....................................................................................................... ?.........m ..... !
i Inventory 7,70,000' |ME—
E ....................................................................................................... :. .......... L E ——
! Bills Receivable 30,000
**  Purchase consideration will be settled by Jupiter Ltd. as under: ke A IOJE
_—

< 4,100 qully paid 10% preference shares of ¥ 100 will be issued and th}m IH:{QM)

. . . — . . - ———————————————
balance will be settled by issuing equity il-wares offiX 1 eac atE 8 paid upi No- of [ee = 1837S0
o L. . . . - ===
**  Liquidation expenses are to be reimbursed by Jupiter Ltd. to the extent of X

5, 000. ‘ - d—s—

% trade receivables realized X 1,50,000. Bills payable were settled for X o ——410000-
38,000. Income tax authorities fixed the taxation liability at X 2,22,000 an =137

the same was paid. L/
N
¢  Trade payables were finally settled with cash remaining after meeting
- - 3 - =
liquidation expenses amounting to X 8,000. —

Details of trade receivables and trade payables as under

! Trade Receivable ¢ Deblpy t 1,60,000 _
! Less:- Provision for bad debts (8,000) 1,52,000
o o o m o s A A A AR AN R AR A RN EEEEERREEREEEREEE Jesssnnnnannnnnnnnnnnnnnnn e 3
i Bill Receivable 30,000
Total 1,82,000
Trade payable:-Creditor 2.26,000}

Bill payable 40,000;




AMALGAMATION OF COMPANIES

You are required to:

o Calculate the number of equity shares and preference shares to be allotted
by Jupiter Limited in discharge of purchase consideration
o Prepare the Realization account, Bank account, Equity shareholders account

and Jupiter Limited’s account in the books of Mars Ltd.

STUDENT
NOTES

Question 15 Category:-

The following was the Balance Sheet of V Ltd. as on 31st March, 2015

: Particular : Note no : Amount _
: Equity & Liabilities:
Shareholders ‘ Fund
Share Capital
I Reserve & Surplus

Non-Current Liabilities

: Assets : : :
Non-Current Assets 4 1,152
Tangible Assets - - -
- Current Assets - ; -
i Inventories Or. : : 380 :
Trade Receivables Or. 256

i Cash & Cash Equivalents @ 75 |
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L
Particular Amount
(1)  Share Capital
: Authorised:-
Issued, Subscribed and Paid-up: : :
80 lakhs Equity Shares of Rs.10 each, fully paid up 800 i
35 lakhs 12% cumulative Preference Shares of Rs.10 i :
i each, fully paid up total 350 i
1,150
! ................................................................................................................... !. ........................... I
i (2) Reserve & Surplus (87)
 F1ofit 8 loss ACCOUNL B —— .
Total (87)
(3) Long Term Borrowings : :
ecured Cumulative Debentures of Rs.100 each, fully paid-up C\'.E 600
Outstanding Debenture Interest Cr- 30}
Total 630 |
(4) Non- Current Asset
F e semasnasanam s E N AR AR AR RN AR AR AR A AR EEAEAARSARAARAEESAEESESAEESEESEESEEESESAEEEEEEEE Frassssssssnssnnsnsnnnnnnnnn I
Land & Buildings O~ 445
Plant & Machinery ()12 593
Furniture, Fixtures and Fittings DY 114
: Total : 1,152 :
(5) Cash & Cash Equivalent i i
B s s emsanasa s m s E N RN E AR AR AR AN AR AR AR A AR EEAEAARSARASARAAESAEESESAEESEESERSEEEsESAEEEEEEEE Frassssssssnssnnsnsnnnnnnnnn I
i Balance at bank Pr 69 i
Cash in Hand Dx 6
Total : 75

ViHd- v PlLd' Ouburler
c P if
80 c_'lg r A 120
O
PeL Lr- 100000 ;S

; e v = g Lpele Dr- 100,200
SDOC0O
Rewesce = 100000 . mrromiited &f"“

STUDENT
NOTES
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On 1st April, 2015, P Ltd. took over the entire business of V Ltd. on the following
terms:

*,
R4

Pass journal entries in the books of P Ltd. assuming it to be an amalgamation in the

nature of merger.

Question 16 = WHH Intermd  Reconghuehidn Category:-

Following is the summarized Balance Sheets as at March 31, 2013:
S S

Liabilities ! Max : Mini Ltd.: Assets : Max Mini Ltd.
.............................................. L2 TN NN N 2 S
{ Sharecapital: ..o i....iGoodwill . . . . . £.20..... eeeevenene
i Equity shares of 100 | 1,500 } 1,000 : Other fixed assets i 1,500 } 760
L S I S S S S .

9% Preference shares of : : : :

af :500 1400 i Trade receivables i 651 440
P 100each o, e S S N
| General reserve .. f1s0 i170 . ilnventory ... . . HECER
E...f.’.fm‘.'?..q.r.v.ef.!g.S.?.g.C..C.el./.fJ.f.....E.: ............. i15 ..iCashatbank t26...1130 i

12% Debentures of X 100

: h

e I b 200000) S -
: : : i Discount on issue o :

i Trade payables 1 415 1225 f i 2
Eeereeeeeeeeeemeeareneeeeseaneaneanenaens A ..‘!.6.’!?.610.?9.’.’.?.5. ............... SR R
: ! Profit and loss:

V Ltd.'s equity shareholders would receive 4 fully paid equity shares of P
Ltd. of X 10 each issued at a premium of X 2.50 each for every five shares

held by them in V Ltd. P ‘;_ ByLRIFE = Ser-

Preference shareholders of V Ltd. ?/vould get 35 lakhs 13% Cumulative
Preference Shares of X 10 each fully paid up in P Ltd., in lieu of their
s Present holding. &8
AII the del?ﬂtures of V Ltd would be converted into eq__al number of
10.5% Secured Cumulative Debentures of X 100 each, fully pald up after
== fa——

the take over by P Ltd., which would also pay outstandmg debenture
interest in cash.

Expenses of amalgamation would be borne by P Ltd. Expenses came to be
£2 lakhs. P Ltd. discovered that its trade payables included < 7 lakhs due
to V Ltd. for goods purchased.

o e =
Als"s/nventor D included g oods ot the invoice p rice ot ’

earlier eurchased from V Ltd.” which had charged profit @ 20% of the
invoice price. You are required to :

Prepare Realisation A/c in the books of V Ltd.

i { Own debenture i
: 600 i 200 { (Nominal value X § 192

account

..... H
H

..... H
H

STUDENT
NOTES

n@_




AMALGAMATION OF COMPANIES

On 1.4.2013, Max Ltd. adopted the following scheme of reconstruction:

«* Each equity share shall be sub-divided into 10 equity shares of X 10 each fully
paid up. 50% of the equity share capital would be surrendered to the Company

** Preference dividends are in arrear for 3 yeaX Preference shareholders agreed to
waive 90% of the dividend claim and accept payment for the balance.

“* Own debentures of X 80,000 were sold at X 98 cum-interest and remaining own
debentures were cancelled.

+* Debenture holders of X 2,80,000 agreed to accept one machinery of book value of
% 3,00,000 in full settlement.

%+ Trade payables, trade receivables and inventory were valued at X 3,50,000, ¥
5,90,000 and X 3,60,000 respectively. The goodwill, discount on issue of
debentures and Profit and Loss (Dr.) are to be written off.

¢+ The Company paid X 15,000 as penalty to avoid capital commitments of X
3,00,000.

+*» On 2.4.2013 a scheme of absorption was adopted. Max Ltd. would take over Mini
Ltd. The purchase consideration was fixed as below:

+»» Equity shareholders of Mini Ltd. will be given 50 equity shares of X 10 each fully
paid up, in exchange for every 5 shares held in Mini Ltd.

%+ Issue of 9% preference shares of X 100 each in the ratio of 4 preference shares of
Max Ltd. for every 5 preference shares held in Mini Ltd.

¢ Issue of one 12% debenture of X 100 each of Max Ltd. for every 12% debentures
in Mini Ltd.

** You are required to give Journal entries in the books of Max Ltd. and draw the

resultant Balance Sheet as at 2nd April, 2013.

Question 17 Category:-

Given below are the summarized balance sheets of Vasudha Ltd. and Vaishali
Ltd as at 31st March, 2013.

(Amount in )

§Ltd

ctgry Building

ade receivables

'@ ...............

STUDENT

NOTES




Questibn 1Y :.  Coatutotiou of  Anehage  Comtileradibue
Inteivale  Vouwe  Metlod

L Bttedew ____ Nesudla . Vaishoff e |
D) Ruatory  Buildi \ Ao 1 17spoo
1 2) Tode™  Recel | d86400 | iLA00
' 3) Inthvnj ,  Oikp0 1 SO0 |
'4) (roocuoill \ T000 . KOO0
' 8) Cash of Baue . Q4000 |0 |
1 6) lexs: Trade e | (AKDD)  (SBéD)
T Totod fohtnse Varue 702000 1+ S0
:83 Number of shared ' SH000 1 A033
14) [ohfcle Vawue [Sh . 13lsh 13¢h

I Tota) [nhincft Notwe of Vaichal i = S24240
2 Inhfacfe Wouwe [Sh of Vosudua td e B
3- Number of &oamhbe&saedn(j\buwAA:@i:()M_- ADSZOW S
w= ¢ 00. % =TDOO 7
P lo <
Currud Ve {10 BoLDO

Batomee Sheet of Vosudluo Hd-(‘ohcr ama)aamh%n)

(L1 L foefudare ___ iNoed Pmount | Amount :
Equity 2 “7‘”"@} I !
Shavelolderc Qﬁd‘&
&hare Lapi ( 40000+ 4102300 ) 43300
Resorves L3umplut | 22990

Non- ek tiabilifes

Cumend  LAbireL
Tode  Fayplet 102600
1313290
hsseds
Non- tuweud  Assele
PPE Q ' 328000
Infamgible  Aesek 100500



| ! HSaBD |
| "\Vw% | 1 lebSpO |
| Cash 2 Cosh Equamu |1 Q01870 |

1) Geneod Reserve i 26000 ;i) faamd pudidsua | 2BC000;
i) oL P GbO0D ;i 21000¢

i 3) Sewuritfer fremium (Ho33oxd)i_ 126430 : L= 1 :
: P Q0 ;| : 380

Assebs  Dv. S840 %
To LiabiiiHes S8200 A0
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To, ESC - 24290
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75 000 and ¥ 50,000 respectively.

<> Factori Building of Vasudha Ltd is worth X1,95,000 and otd X

% Goodwill of the Comia.ryes Vasudha Ltd. and Vaishali Ltd. is to be valued at X

«+ Inventory of Vaishali has been shown @ above of its cost. ?
It is decided that Vasudha Ltd will absorb Vaishali Ltd, by taking over its entire

business by issue of shares at the Intrinsic Value.
——— T |

You are required to draft the balance sheet of the Vasudha Ltd after putting
through the scheme assuming that the assets & liabilities of Vaishali Ltd. were
incorporated in Vasudha Ltd at fair value and assets and liabilities of Vasudha
Ltd. have been carried at carrying values only

Question 18 Category:-
Star and Moon had been carrying on business independently. They agree to

amalgamate and form a new Company Nep tune Ltd with an Authorised .Zigzre
Capital of X(2,00,000Hivided into 40,000 Equity/Shares of 1 5 each?

On 31st March, the respective Balance Sheets of Star and Mogn were as follows:

(in )

Particulors eS8 b MO0

SR (0= T (AR SO 317,500 .oooerreersn 1,82,500 ;

.................................................................................... 163,500 5 ....vosreeesrenn 33875

S PR SO F8L000 K. ...coeeerrran 266,372

iLess: . XCurrent Liabilities = | ... 5o 2.(298.300) o (30:222).
Balance representing Caeltal 1, 82 500 1,76,250

Additional Information:
Revalue_t_ijigures of Fixed and Current;_;_qssets were as follows

Particulars Star Moon
Fixed Assets ~ o* 3,55, 000 1,95, 000
Current Assets v 1,49, 750 78,875

The Debtors and Creditors include X 21,675 owed by Star to Moon.
The‘ﬂlrchase Consideration ?s satisfimy issue of th{following Shares &nd
Debentures: = - :

30,000 Equity Shares of Neptune Ltd to Star and Moon in the proportlon to the
profltab.l_lgy of their respectlviﬂlsmess, based on the Average I‘V_eu’roflt during
the last tht;e_elears which were as follows:

! Particulars Star Moon :
Year before last - Profit 2,24, 788“ 1,36,9501(
Last Year - (Loss)/Prof/t (1,250) % e 1,71, 050ti'

1,88, 962“' 1,79, 500

£ :2m0F Alas M :200000 48T T A125D0

Cee® e CATy#

STUDENT

NOTES
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AMALGAMATION OF COMPANIES

II: STUDENT
-‘15% Debentures 'n‘Neptune\Ltd ato provide an Income equivalent to 8% NOTES

Return on Capital Employed in their respective business as on 31st I_Vl_arch, after
revaluation of assets. :i E g§>
Required:

(1) Compute the amount of Debentures and Shares to be issued to Star and
Moon, and

(2) Prepare the Balance Sheet of Neptune Ltd showing the position

immediately after ama’gamation. l = Homewore ! ' lcAt &N ‘—?QJEEE ;
Special points :- - =

Capital Empln!ccﬂ % 87 = Amouud

v
Inome —— pebewsuvet  (I15F-)
i x 100/ -
Capit) _Emp
S M

FA 3000 14S000

1) 14970 7287€

T (A8s00) D)

C-€ - 206250 1B37<D

Sy = 20620 %)=  {bSDO — 157,

% 1007 -
i

110000

Moon = (237D %8/. = 14100 — ST

% 1007.
"
| A8000)
Totod  Reednase (onsiderafiou
S M
I Share  Capita) €370 815D
a: D red 10000 43000
Totod  funhale lonsidemtion = 178750 179250 = 253000

“IF YOU DO WHAT YOU ALWAYS DID, YOU WILL GET WHAT YOU ALWAYS
GQT ”




