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Q1. A. State whether it is true or false: (Any 8)

1. Corporate restructuring is an organic growth strategy. == e
ii.  Franchising is a combination of two or more companies Wthh can be merged together elther_-:'k‘iﬂ.'
by way of amalgamation or absorption or by formation of a new ‘company. OE
iii.  Restructuring does not lead to changes in existing certlﬁcatlons such as ISO or similar other -
certifications.

iv.  The takeover or merger of one company with another does not affect the senior managerlal
personnel.

v.  Purchase consideration includes the sum which the transferee company wﬂl drrectly pay to the ‘
creditors of the transferor company.
vi.  Amalgamation does not include absorption. :
vil.  Slump sale is transfer of one or more undertaking as a result of sale for a lumpsum
consideration without values being assigned to the 1nd1V1dual assets and liabilities in such sale.
viii.  New resultant company is formed in absorption

ix.  Disinvestment means the action of an organrsatron or gowernement selnng or quuldatmg an
asset or subsidiary. :

X.  The Accounting standard apphcable to external reconstructron is AS - 14.

(08) ’

QL. B. Match the following: (any?7) A S (07)
Group A e K GOV Group B
Opportunity for unlisted ‘companies to | a. Co generlc merger
become public listed " companres without | <
opting for Initial Pubhc Offer (IP())

2. To give new structure to, rebuild or | b. Reverse Merger
rearrange < "5

3. Shares of larger denommatlon converted | c. Restructuring
to shares of smaller- denomlnatron ’ ;

4. Assets, Iiabihtles and reserves - of | d. SubfdivisiOn of shares
transferor - company are - taken over by ‘

transferee company at ex1stmg carrymg
amount '

5, Exrstmg company take, ‘over business of e. Pooling of Interest method
one or more exlstmg compame_,

6. Mamtenance of: records
and merged entity .

7. Corporate plannmg and control is | g. Record keeping
governed by - e

8. Agreement between* two or more parties | h. Corporate policy
to collaborate with each other in_order to
ach1eve ‘certain. obJectrves while continuing
to remain’ mdependent £

9. Takeover = of target ‘company with | i. Strategic Alliance
permission of the board

10. Merger of two compames of the same or | j. Friendly takeover
related industries Who «do not offer same
products ‘but related prOdUCts and may share
same dlStI‘lbllthIl channels

of merging entity | f. Absorption
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Q2. A. The balance sheet of M/S Hitesh ltd. as on 3 1% December 2017 is as under ~

v.

Vi.

Vil.

8

Q P Code. 36374

& (15)

Liabilities Amount Assets Amount «

8% preference shares of Rs. | 6,00,000 Goodwill 60, 000'

100 each S8

Equity shares of Rs. 10 each | 5,00,0600 Patents and trademarks

Capital reserves 50,000 Building

5% Debentures of Rs. 100 | 3,00,000 Plant and 11

each : Y F ot
Debenture interest due 50,000 Fumltur 5 0000007 FLF S
Sundry creditors 1,80,000 1 50,000 5 -F LT

Total

Arrears of preference d1v1dend are i bc)'
The creditors agreed to waive 30% of: their claims and
in part settlement of their. renewed clauns

The assets were. revalued as under
Building <7070 ~R¢¢ 350000/~
Plant and. machlnery Rs. 250000/ =
Furniture - Rsr 80000/ - ‘
Stock" Rs 100000/—- W7

Debtors 70000/- 5

' Intanglble”assets and ﬁ

16,80,000 E f“g 5.

t't‘ous assets to be wrxtte{n)off
rep juction account and Balance sheet after

;)d1v1dend which is paid in cash.
accept equlty shares for Rs. 30,000/-

V¥ Pedchs
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B: The followmg is the balance sheet of Y L<td as on 31.3.2015: (15)
4 _ Liabilities : “Amount Assets Amount
SF Equlty share< of Rs OQ 24,00,000 Goodwill 90,000
0% cumulative preference 12':;9‘0,000 L&B 12,00,000
| shares.of Rs: 100 each -
‘: 0% debentures?of Rs 100 -6,00,000 P&M 18,00,000
3,00,000 Inventories 2,60.000
Baihk O/D 6,00,000 Trade Receivable 2,80,000
Cash 30,000
LE S D RS Profit & loss a/c 14, 40W
Total 2.7 & 51,00,000 | Total 51,00,000
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The following scheme reconstryction is sanctioned: = !
L All the existing equity shares are reduced to Rs. 40 each. : :
) ii. Al preference shareg are reduced to Rs. 75 each. R TN
HL legnflsebenture holders tookover inventories and trade receivable in full satisfaction of their™
1V, Th.\e L & B 10 be appreciated by 30% and P & M depreciated by 30%. - : S
V. Itis decided to write off the debit balance of profit and loss account and the intangible assets. -
vi.  Expenses on reconstryction amounted to Rs. 5,000~ oo
Zg(s)i’ e.fournal entries and show the balance‘;sheietv_rofithe company giving effect to the
Q3. A. The balance sheet of M/S Shubham td. as on 318 December 2016 is as under: (13)
IP;::;:::EEZ share Amount | Assets i _Amount
Prefers SofRs. 100 [ 5,00,000  [Land = 80,000
Eq;mty shares of Rs_ 10 each 7,00,000 | Building . . 1'2,60,000
i 2.00.000 | Plantand machinery [ 3.15.000
i 280,00 | Tracomark 75,000
215,000 | Goodwill 1,50,000
T TS o O IReE 1.60,000
Al SRS v Ddbtors. < 2,73,000
) - N I 5,12,000
: o | .7 Preliminary expenses 10,000
Tokal 1895000 | Total 18,95,000

Th-e scheme as proposeqd By ihe ditector i a8 Pollows.: o 50 &

1. Bank agreed to waive jaterest amount outstdnding:~~6f Rs. 15000/~ included in the balance

subject to immediate payment of 50 % of their dues.

- ggf;d W?;.:I?YélPed: upwaids,by,SSO%,\-other'tarigible fixed assets are to bge written down by
- Del;elrllﬁli fz?;}gaﬁlliihtangiblcyagd_ fictitious assets to be written off.
- PEOCE JOWders agreed to reduce their claim by 20% provided they are paid 20%
. ﬁmcd!?tcly‘and balance being fédeeméd in 4 equal instalments.
lz' % h: ’Ie)r’i i?c;/ crsl}(ie shares to reduce their shares to Rs. 60 paid up each.
gk S shi?ré's -t(f);;fes shall be,reducgd to Rs. 2 per share fully paid and subscribe to such number
55000/ . eeti ‘the cash requirement of the scheme and also leave a cash balance of Rs.
Prepgre caplta] reduction account and Balance sheet after reconstruction
‘ Q3 I Th;ibi:a;nfe Sh@%tgdff H Itd. & V ltd. as on 31% March 2015 was as under. 15)
e e b Hid O] Vid. Assets H Itd. V itd.
q 1y S:_a cs} 0’ Rs: -10,00,000 | 3,00,000 Goodwill 50,000 25,000
10 each-fully paid g
9% - preference [77,66,000 |- Building 3.00,000 | 1,00,000
shares- of Rs: [qg ¢ ’
each fully paid :
Y09ec & Predereacet 1,00,000 | Machinery 5,00,000 | 1,50,000
shares -of Rs. 10g
each fully paid
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General reserves 76,000 70,000 Stock 2 50 OOOs l 75 ,000

Retirement gratuity | 50,000 20,000 Trade 2 00 OOO I OO OOO

fund receivables Tk

Trade payables 1,30,000 | 80,000 Cash at Bank .. {.50 OOO 20 000
Total 13,50,000 | 5,70,000 | Total £~% ,13 50 000 5 70 000

H Ltd absorbs V Ltd on the following terms — P R A Y ,
i.  10% Preference shareholders are to be paid at 10 % premlum by 1ssue of 9% preference shares\ TR
of H Ltd. SV
ii.  Goodwill of V Ltd. is valued at Rs. 50,000/-, bulldmgs to be valued at Rs 1 50 OOO/- and__*i
machinery at Rs. 1,60,000/-. 2y
ii.  Inveatory to be taken over at 10% fess value and prov1smn for doubtrul debts to be created at
1.5%.
iv.  Equity shareholders of V Ltd. will be 1ssued equlty shares @ @ ‘% prermum
Prepare necessary ledger accounts to close. the books of 'V Itd.<and show the necessary
acquisition entries in the books of H Ltd Also draft the balance sheet ‘after absorptlon as on
31% March, 2015. P ~ :

Q4. A. Following is the balance sheet of Prakash ltd as on 3 1/3/2017 (15)
Liabilities Amount 3 Assets Amount
Equity shares of Rs. 10 each | 4,00, 000 ' '»Land & bulldmo 3,85,000
fully paid S 2 3
Capital reserve 25 000 W Furmture & ﬁttmgs 80,000
Profit & loss a/c 1 75,000 > 3 Stadk ’ 40,000
Export profit reserve 160,000 . ¢ 1 Sundry receivables 75,000
Revaluation reserve 11,50,000" = | Bank balance 2,20,000
Sundry payable 90,000 e :
Total 8,00,000 Total 8,00,000

On the abeve date, Aakash Itd. is formed to take over the busmess of Prakash Itd (including bank
balance), on the following terms and conditions:
1. Stock is taken over at 75% of its book Value
ii.  Furniture & fittings are taken over at Rs: 70,000.
iii.  Sundry receivables are-taken over, subject to reserve for bad debts of 5,000.
iv. Land & bmldmg is taken over by Aakash Itd at Rs. 10,00,000.
v. . Statutory reserve is requxred to-be mamtalned for 1 more year.
vi O Goodwill ic vahied and taken over at 250% of the book value of furniture and fittings.
vii.  90% purchase consideration is settled by issuing equity shares in Aakash Itd ofRs. 10 each at
3 Rs. 15 each, to the equity: shareholders of Prakash Itd. 10% of the purchase consideration is
settled in cash.
Aakash Itd. issued 12%, 40,000 preference shares of Rs. 10 each at Rs. 9 each fully paid up.
All these preference shares were fully subscribed by public and issued accordingly by the
company. ’
You are required to:
i. Compute purchase consnderatlon as per net assets method.
ii.  Pass Journal entries in the books of Aakash Itd. and prepare its balance sheet.
OR

viii.
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| Q4. B. On 31* March 2015, the balance sheet of X Itd. was as follows:

Liabilities Amount Assets

Amount

5000, 6% cumulative preference | 50,000 | Goodwill
shares of Rs. 10 each fully paid up

‘”“w140000

15,000 equity shares of Rs. 10 1,50,000 | Patents
| each fully paid

6% debentures 30,000 | Sundry assets .

Creditors 20,000 | Cash *

Proﬁt&‘iloss a/c

128000

T 2600 2

Total 2,50,000 | <

Preference dividends are in arrears for 4 years )
A scheme of reconstruction was agreed upon as: follo
i. A new company to be formed called.Y 1
equity shares of Rs. 10 each.
ii.  One equity share of Rs. 5paid, in th
company.
iii.  Two equity shares of Rs. 5 pald
the old company.
iv.  Arrears to be cancelled. N :
v.  Debenture holders to recelve 3000\‘e’
vi.  Creditors to be taken up by new con’
vii.  The remaining unissued and
viii.  The new company to take over .
down sundry assets’ by Rs. 35, 000 3

- ix. Patents were reahaed by“X ltd for Rs. 1,0 13
1000. ; ) A

Pass journal entrle,s:_,\ thi

2

Q5 C,\Wnte short Notes' o1
el Net.Asset: method
& DISanestment
ik “Tmpact of ; reorgamsatlon
iV.E Amalgamatlon in'the-na u
V‘«Types of1 mergers QF

st sk ok ok sk ok o ook ok sk ok

e . gm £ ga

= 250,000 S

hares t be tal ;en up and pald for in full by directors.
oid company’s assets except patents, subject to writing




