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Q.1 [ (A) What is Purchase Consideration? Explain need for calculation of Purchase Consideration. 5
(B) The following is the Balance Sheet of Kamal Brothers as at 31.3.2022: 12.3
Balance Sheet
Liabilities Rs. Assets Rs.
Capital Account : Patent 12000
Mukesh200000 _
Anil 120000 320000
General Reserve 16000 | Goodwill 28000
Creditors 40000 | Machinery 224000
Batk Loan 43000 | Motor Car 60000
Bills Payable 32000 | Stock 40000
Cash and Bank 40000
Prenaid Expenses 20000
Advertisement Suspense Afc 32000
456000 456000
On 1.4.2022 Romal Ltd. purchases the business on following conditions:
1. The purchase consideration was fixed at Rs. 320000.
7 Purchase consideration is to be paid by 20000 Equity shares of Rs. 10 each at a price of Rs. 15 and the remaining
) amount to be paid in cash.
3. The company has not taken over Motor Car and Bills Payable.
4. The Machinery is valued at Rs. 200000 and value of patent is zero.
5. The remaining 20000 Equity shares are issued by the company to the public at a premium of Rs. 5 each,
Draft Journal entries in the books of company and prepare its Balance Sheet as on 1.4.2022
02| Anand Ltd. was formed on 1% April, 2022, t0 acquire the rumning business of M/s Madan — Mohan with an| 175,

Authorized Capital of Rs, 1500000 divided in to 15000 equity shares of Rs. 100 each.

Ralance Sheet of Madan Mohan as on 31.03.2022
Liabilities 1 Rs Assets Rs.

Capital Account Land & Building © 200000
Madan300000
Mohan 200000 500000
Reserve Fund 60000 | Plant & machinery 160000
Profit & Loss Alc 40000 | Stock 160000
Creditors 260000 | Debtors 350000
Provident Fund 70000 | Bills Receivable 50000
Workers Saving Alc 70000 ; Investments 110000
Depreciation Fund (Land & Building) 40000 | Cash 70000
Bills Payable 60000

1100000 1100000




The busmess was taken over on the following terms:

1. Building and Stock to be taken at Rs, 240000 and Rs. 120000 respectively and other assets to be taken at their
book value, '
2. Goodwill of the firm to be valued at Rs. 280000,
3. Company took over all the other liabilities.
4, Purchase consideration is to be paid by issue of 6000 Equity shares of Rs. 100 each at a premium of 20%,6 %
Debentures of Rs, 160000 and the remaining amount to be paid in cash.
5. The balance of Equity Shares was issued to the public at a premium of 20% which were fully subscnbed and
. paid up.
6. Preliminary expenses amounted to Rs. 80000,
Pass necessary Journal entries in the books of Anand Ltd. andPrepare balance Sheet.

The Baroda Lid. purchased a running business of a parternership firm as on 1% January, 2021, The Company was | 17.5
incorporated on 1*May, 2021. The foflowing are the particulars for the year ended on 31* December 2021.
1. The turnover for the whole year ended on 31.12.2021 amounted to Rs. 9600000 out of which Rs, 1600000 related to
| theperiod from 1.1.2021 to 1.5.2021.
2. The 'Trading Account showed a gross profit of Rs. 3840000
‘3. The following items appear in Profit & Loss Account:
4, Director’s fees Rs. 60000, Auditor’s fees Rs, 30000, Rent & Rates Rs. 192000, Staff Salaries Rs, 480000, Bad Debts
. Rs. 80000 {out of which Rs. 28000 related to debtors before 1.5.2021), Debenture interest Rs. 240000, Depreciation
on Plant & Machinery Rs. 144000, Preliminary Exps. Rs, 96000, General Exps. Rs. 72000, Commission on Sales
Rs. 144000 and Printing& Stationary Exp. Rs. 96000.
From the above information , prepare a statement showing;
(1) Pre- incorporation profit and (2) Post- incorporation profit.

Neeta Ltd. was incorporated on 1.3.2021 to take over running business of Vimal traders from 1,11.2020. Calculate Profit | 17.5
or Loss for the Pre and Post Incorporation period for the year ended on 31.10.2021.
1. During the year Total Sales was Rs.600000 (which includes Rs, 250000 sales up to 1.03.2021),
2. During the year Gross Profit was Rs, 210000.
3. During the year expenses were:

Particulars Rs. Particulars Rs.

Adverlisement 18000 | Depreciation - 36600
Rent 9000 | Audit Fees 1500
Salaries 15000 | Printing & Stationary 3600
General Exps. 4800 | Comunission on Sales - 6000
Interest on Debenture 5000 | Bad Debts (Rs. 500 after registration) 1500
Director’s Fees 4800 | Int. on Purchase Value (upto 1.05.2021) 3000
Sales Discount 3600 '

On 31"March , 2021, the Balance Sheet of Anita Ltd is as under: ' ‘ 175
_ * Liabilities Rs. Assets Rs,
Equity Shares of Rs.10each 1000000 | Goodwill ) 140000

- {8%, cum, Preference Shares of 400000 | Free hold property ' 560000
|Rs.100each Plant 150000
8% debentures 3060000 | Patent 76000
Accrued and due interest 12000 | Investments 110000
Bank Overdrafi 168000 | Stock 330000
Director’s loan | B00GO | Debtors - 400000
Creditors ‘ 400000 | Preliminary Exps. 70000
Profit & Loss Alc 530000

2360000 - 2360000




The following scheme of reconstruction is approved and implemented:
1. Preference shares are to be written down to Rs.60 each.
2. Equity shares are to be written down to Rs.3 each. _
3: From 1,4.2017 dividend on preference shares is not declared and paid. Of the preference dividend in arrears,
3/4ate to be waived and remaining 1/4, equity shares are to be aflotted.
4. The debenture holders agreed to have their accrued and due interest paid in cash and to take over freehold
property (book vafue Rs.100000) at 2 valuation of Rs. 150000 in part payment of amt. due to them,
5. Remaining freehold property is valued at Rs.600000,
6. Investments are sold forRs. 182000, -
7. The directors accept settlement of their loans as to 80% thereof by allotment of equity shares, as t0 10% in cash
and the balance being waived.
8. Goodwill, patents, preliminary expenses and debit balance of ? & L a/c are to be written off. -
9. The remaining amount is to be utilized in writing down plant and stock in proportion of theirvalues.
Pass necessary journal entries to record the above transactions in the books of company and also prepare Balance Sheet
after reduction, ' )

Q.6 | Keya Ltd. decided fo implement & scheme of reconstruction as at 31% March, 2021 with the approval of §0urt. 17.5
The summarized balance sheet of the company as at that date is as under:
Balance Sheet _as on 31.03.2021
Linbilities Rs. Assets Rs.
12% preference shates of Rs. 10 each 840000 | Land & Buildings 1890000
Equity shares of Rs. 10 each fully paid 1640000 | Stock " 640000
10% first mortgage debentures 630000 | Debtots 360000 |
Interest accrued thereon 11900 | Investments 796000 |
10% Convertible Debentures of Rs.100 1276000 | Goodwill 760000
Tnterest accrued thereon ' 30100 | Discount on issue of Debentures 62000
Bank Load 200000 | Profit & Loss afc - 444000
Capital Reserve 136000
Creditors : 188000
' 4952000 4952000
| The material points in the scheme are: ‘
{  Each convertible debenture is to be exchanged for Rs. 35 Non-convertible 10% Debentures, Rs. 50 13% Preference
shares and Rs. 15 Equity Shares.
2 Bach existing 12% Preference share is to be written down from Rs. 10 to Rs. 8 of which Rs. 5 will be represented by
13% Preference shares and Rs.3 by Equity shares
3 Eachexisting equity share will be written down from Rs. 10toRs. 3.
4 Both classes of shares will then sub-divided into shares of Rs.1 gach. : .
5 The state finance corporation has agreed to apply for Rs. 750000 of equity shares paying cash in full on application,
6 The balance capital reserves are 10 be applied in eliminating fictitious assets and the balance to be used in writing
down the land & Building and investments in the ratio 3:1 ‘ '
Pass necessary journal entries to record the above transactions in the books of company and also prepare Balance Sheet
after reduction. R
Q.7 | (A) Write a note on: Liquidation of Companies. ‘ 5
(B) From the following information caloulate the amount of the preferential creditors and unsecured creditors. 12.5

Outstanding Salary of 5 cletks for 2 months, each month salary Rs. 30000.
Provident fund Rs. 70000 and Staff Welfare Fund Rs. 20000,

Outstanding Municipal Tax for curtent year Rs. 33000.

Director’s fees Rs. 13000.

Outstanding Income tax before two years Rs. 45000.

Other Creditors Rs. 350000.
Bills Payable Rs, 25000.

Mot R




Q8

The Balance Sheet of Manoj Ltd. as on 31.03.2021 was as under:
Balance Sheet of Manoj Ltd. as on 31.03.2021

Liabilities Rs. Assets Rs,

Share Capital; Goodwill 50000
Authorised : Land & Building 420000
8000 Equity shares of Rs. 100 each 800000
Fully paid up: Machinery 330000
6000 Equity shares of Rs. 100 each 600000 | Furniture 6000
Profit & Loss Alc 6000 | Stock 340000
8% Debentures . 100000 ; Debiors 50000
Accrued Interest on Debenture 8000 | Cash 24000
Provident Fund 6000
Creditors 473000
3 Cletks , 2 months® salary 27000 |

1220000 1220000

Additional Iuformation:
1. Debenture Holders were paid on 30.9.20021.
2. Liquidation expenses incurred Rs. 2000,
3. Liquidator is entitled to get remuneration:
a. 2% of the amount realized from assets,
b, 10% of the amount paid to equity sharcholders.
¢. 4% on preferential creditors.
4. Assets realized as under:
Land & Building Rs. 300000
Furniture R, 8000
Machinery Rs, 342000
Debtors Rs, 46000
Stock Rs. 310000

Prepare Liquidator's Final Statement of Receipts& Payments.

115
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