[bookmark: _Hlk192578829]ANNA ADARSH COLLEGE FOR WOMEN (AUTONOMOUS)
End Semester Examination, Apr/May- 2026
 
Max. Marks: 75                                                               TIME:3 Hrs 
PART- A (10 × 2 = 20 Marks)
Answer any 10 questions.

1. Amalgamation means the combination of two or more companies into one company, where the assets and liabilities of the amalgamating companies are taken over by a new or existing company.

2. Internal reconstruction refers to the reorganization of a company’s financial structure without liquidation, by reducing share capital and writing off accumulated losses.

3. Purchase consideration is the total amount payable by the purchasing company to the vendor company for acquiring its business.

4. Statutory reserves are reserves which banks are required to maintain as per statutory requirements such as Cash Reserve Ratio (CRR) and Statutory Liquidity Ratio (SLR).

5. Rebate on Bills Discounted refers to the portion of discount on bills discounted that relates to the unexpired period of bills after the accounting date.

6. Rebate on Bills Discounted:
Total rebate = Rs. 1,650 (working assumed)

7. Claims shown in Revenue Account:
Claims paid during the year                     64,500
Add: Closing outstanding claims                9,000
Less: Opening outstanding claims              13,500
Less: Reinsurance claims                      12,500
Claims incurred = Rs.47,500

8. Premium for current year:
Premium received                               40,00,000
Less: Reinsurance premium                     1,60,000
Less: Bonus in reduction of premium               80,000
Add: Outstanding at end                       1,28,000
Less: Outstanding at beginning                1,92,000
Premium income = Rs.38,96,000

9. Capital and Revenue Profits:
Pre-acquisition profits = Rs.3,10,000
Post-acquisition profits = Rs.3,90,000

10. Cost of Control after bonus issue:
Cost of control = Rs.6,25,000

11. Secured Creditors:
Secured creditors are those creditors who have a charge on the assets of the company as security for repayment.

12. Unsecured Creditors:
Unsecured creditors = Rs.4,96,000

PART - B (5 × 5 = 25 Marks)
Answer any FIVE questions.
13. Pooling of interest method is used when amalgamation is in the nature of merger. Under this method, assets, liabilities, and reserves of the amalgamating companies are taken over at their book values. No goodwill or capital reserve arises.

Features:
• Assets and liabilities recorded at book values
• Identity of reserves preserved
• No goodwill arises
• Shareholders continue to have proportionate interest

14. Journal Entries for Internal Reconstruction
Losses to be written off:
Accumulated losses        Rs.3,50,000
Preliminary expenses      Rs.20,000
Overvaluation of assets   Rs.4,00,000
Total losses              Rs.7,70,000

Reduction in capital:
Preference shares:
10,000 shares × Rs.100 = Rs.10,00,000
Converted into 7% preference shares of Rs.60 each
New capital = Rs.6,00,000
Reduction = Rs.4,00,000


Equity shares:
50,000 × Rs.10 = Rs.5,00,000
Reduced to Rs.2 = Rs.1,00,000
Reduction = Rs.4,00,000

Total reduction = Rs.8,00,000

Journal Entries:
Preference Share Capital A/c   Dr  4,00,000
Equity Share Capital A/c       Dr  4,00,000
     To Reconstruction A/c            8,00,000

Reconstruction A/c Dr          7,70,000
     To Profit & Loss A/c            3,50,000
     To Preliminary Expenses         20,000
     To Fixed Assets                 4,00,000

15. Short Notes
(a) Rebate on Bills Discounted:
Rebate on bills discounted represents the unexpired portion of discount on bills discounted at the end of the accounting period. It is treated as unearned income.

(b) Reserve for Bad Debts:
Reserve for bad debts is a provision created to cover possible losses arising from doubtful debts and is deducted from sundry debtors.

16. Journal Entries:
Customer A/c Dr
     To Bills Discounted A/c

Interest & Discount A/c Dr
     To Rebate on Bills Discounted A/c

17. Adjusted Life Fund
Life Fund as given                         Rs.54,00,000
Add: Interest & dividends accrued          20,000
Add: Reinsurance claims recoverable        7,000
Less: Income tax deducted at source        6,000
Less: Commission due on reinsurance        10,000
Less: Bonus in reduction of premium        3,000
Adjusted Life Fund = Rs.54,08,000

19. 			Liquidator’s Final Statement of Account
	Receipts
	Rs.
	Payments
	
	Rs.

	To Assets realised
	80,000
	By Legal charges
	
	-

	
	
	By Liquidator’s remuneration:
2½% on 80,000
2% on 25,000
2% on 20,588
	
2,000
500
412
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	2,912

	
	
	By Liquidation expenses
	
	1,500

	
	
	By Debentureholders
	
	30,000

	
	
	By Preferential creditors
	
	25,000

	
	
	By Unsecured creditors (bal. fig.)
	
	20,588

	Total
	80,000
	Total
	
	80,000



Working Note:
Since the amount available (Rs. 21,000) is not adequate enough to pay off unsecured creditors in full, the liquidator’s remuneration on payment to unsecured creditors is calculated as follows:
21,000 × 2 / 102 = Rs. 412

SECTION – C (3 X 10 = 30 Marks)
Answer any THREE Questions 
20. Amalgamation in the Nature of Purchase
Statement showing Purchase Consideration (Net Assets)
	Particulars
	Rs.
	M Ltd.
Rs.
	Rs.
	N Ltd.
Rs.

	Sundry assets taken over
	
	86,000
	
	58,500

	Less: Liabilities:
	
	
	
	

	Creditors
	3,500
	3,500
	3,500
	3,500

	Depreciation fund
	-
	-
	2,500
	6,000

	Purchase consideration
	
	82,500
	
	52,500

	Less: Equity shares issued equally (1,00,000 / 2)
	
	50,000
	
	50,000

	Value of preference shares issued
	
	32,500
	
	2,500



Books of P Ltd. (Transferee Company)
Journal Entries
	Date
	Particulars
	Dr. Rs.
	Cr. Rs.

	31.3.17
	Business Purchase A/c  Dr
   To Liquidator of M Ltd.
   To Liquidator of N Ltd.
(Being purchase price payable to the vendor companies)
	1,35,000
	
82,500
52,500

	
	Fixed Assets A/c  Dr
Stock A/c  Dr
Debtors A/c  Dr
Bank A/c  Dr
Goodwill A/c  Dr
   To Creditors A/c
   To Depreciation Fund A/c
   To Business Purchase A/c
(Being assets and liabilities taken over from M Ltd. and N Ltd. and goodwill thereon)
	70,300
27,000
13,200
4,000
30,000
	




7,000
2,500
1,35,000

	
	Liquidator of M Ltd. A/c  Dr
   To Equity Share Capital A/c
   To 9% Preference Share Capital A/c
(Being payment of purchase price)
	82,500
	50,000
32,500

	
	Liquidator of N Ltd. A/c  Dr
   To Equity Share Capital A/c
   To 9% Preference Share Capital A/c
(Being payment of purchase price)
	52,500
	50,000
2,500



Notes to Accounts
1. Share Capital
Authorised Capital
· 10,000 Equity shares of Rs.10 each …… Rs. 1,00,000
· 10,000 9% Preference shares of Rs.10 each …… Rs. 1,00,000
Issued and Paid-up Capital
· 10,000 Equity shares of Rs.10 each …… Rs. 1,00,000
· 3,500 9% Preference shares of Rs.10 each …… Rs. 35,000
(All the above shares were issued for consideration other than cash to vendors)
Total Share Capital …… Rs. 1,35,000
2. Trade Payables
· Creditors …… Rs. 7,000
3. Tangible Assets
· Other fixed assets (Rs.70,300 – Rs.2,500) …… Rs. 67,800
4. Intangible Assets
· Goodwill …… Rs. 30,000

Balance Sheet of P Ltd. as on 31.03.2017
I. Equity and Liabilities
(i) Shareholders’ Funds
· Share Capital (Note 1) …… Rs. 1,35,000
· Reserves and Surplus …… Nil
(ii) Non-current Liabilities
· Long-term borrowings …… Nil
(iii) Current Liabilities
· Trade Payables (Note 2) …… Rs. 7,000
Total (i) + (ii) + (iii) …… Rs. 1,42,000

II. Assets
(i) Non-current Assets
· Tangible Assets (Note 3) …… Rs. 67,800
· Intangible Assets (Note 4) …… Rs. 30,000
(ii) Current Assets
· Stock …… Rs. 27,000
· Trade Receivables (Debtors) …… Rs. 13,200
· Bank …… Rs. 4,000
Total (i) + (ii) …… Rs. 1,42,000

21. Profit & Loss Account of New Bank Ltd.
                      Profit and Loss Appropriation & Schedules
III. Profit / Loss
	Particulars
	Amount (Rs.)

	Net Profit for the year
	268

	Profit brought forward
	-

	
	268



IV. Appropriations
	Particulars
	Amount (Rs.)

	Transfer to statutory reserve (25% of 268)
	67

	Transfer to other reserves
	-

	Transfer to Government / proposed dividend
	-

	Balance carried over to Balance Sheet
	201

	
	268


Note: Transfer to statutory reserve is increased to 25% of Net Profit from earlier 20%.

Schedule 13: Interest Earned
	Particulars
	Amount (Rs.)

	Interest on loans
	260

	Discount on bills discounted
	200

	Interest on cash credits
	225

	Interest on overdrafts
	56

	
	741


Note: Rebate on bills is the closing rebate and will be shown in Schedule 5 in Balance Sheet.

Schedule 14: Other Income
	Particulars
	Amount (Rs.)

	Commission charged to customers
	9


Schedule 15: Interest Expended
	Particulars
	Amount (Rs.)

	Interest on fixed deposits
	280

	Interest on current accounts
	45

	Interest on savings bank accounts
	70

	
	395


Schedule 16: Operating Expenses
	Particulars
	Amount (Rs.)

	Establishment expenses
	56

	Printing and Advertisements
	3

	Rent and Rates
	20

	Director’s and Auditor’s fees
	4

	Postage & Telegrams
	2

	Sundry charges
	2

	
	87



Profit and Loss Account for the year ended 31.12.2016
	Particulars
	Schedule No.
	Year ended 31.12.16 (Current year) Rs. (in ’000)
	Year ended 31.12.15 (Previous year) Rs. (in ’000)

	I. Income
	
	
	

	Interest earned
	13
	741
	–

	Other income
	14
	9
	–

	Total Income
	
	750
	

	
	
	
	

	II. Expenditure
	
	
	

	Interest expended
	15
	395
	–

	Operating expenses
	16
	87
	–






22. Revenue Account of Jai Insurance Co. Ltd. for the year ended 31st March, 2023

	Dr.
	Rs.
	Cr.
	Rs.

	Claims paid
	700
	Premium (Direct)
	1,900

	Add: Outstanding claims (31-03-2023)
	150
	Add: Outstanding claims (01-04-2022)
	100

	
	
	Total Premium & Claims Adj.
	2,000

	Less: Outstanding claims (01-04-2022)
	(100)
	Reinsurance recoveries
	15

	Medical expenses on claims
	10
	Interest and dividends
	80

	Legal expenses on claims
	15
	Profit on investment
	17

	Commission on direct business
	250
	
	

	Commission on reinsurance ceded
	30
	
	

	Management expenses
	550
	
	

	Reinsurance premium
	140
	
	

	Provision for unexpired risks (01-04-2022)
	800
	
	

	Total
	2,445
	Total
	2,112



Provision for Unexpired Risks (Closing)
	Particulars
	Rs. (crores)

	Premium for the year
	1,900

	Provision @ 50%
	950



Result of Revenue Account
	Particulars
	Rs. (crores)

	Total Income
	2,112

	Total Expenditure
	2,445

	Add: Closing provision for unexpired risks
	950

	Less: Opening provision for unexpired risks
	(800)

	Loss for the year
	183





23.  Consolidated Balance Sheet of C Ltd. and its Subsidiary D Ltd.
As on 31.12.2016 (As per Schedule VI)

	Particulars
	Note No.
	Amount (Rs.)

	Share Capital
	1
	2,00,000

	Reserves and Surplus
	2
	47,900

	Minority Interest
	
	14,300

	Trade Payables
	3
	45,200

	Total
	
	3,07,400

	Tangible Assets 
	4
	2,70,700

	Intangible Assets
	5
	36,700

	Current assets Total (4 & 5)

	
	3,07,400



Notes to Accounts
Note 2: Reserves and Surplus
· General Reserve – Rs. 18,000
· Surplus (P & L):
· Balance as per C Ltd. Balance Sheet – Rs. 24,500
· Add: Share of Revenue Profit – Rs. 5,400
· Total Reserves & Surplus – Rs. 47,900

Note 3: Trade Payables
· Sundry Creditors:
· C Ltd. – Rs. 30,000
· D Ltd. – Rs. 15,200
· Total – Rs. 45,200

Assets
Tangible Assets
· Sundry Assets:
· C Ltd. – Rs. 1,32,500
· D Ltd. – Rs. 1,38,200
· Total – Rs. 2,70,700
Intangible Assets
· Goodwill – Rs. 36,700





Cost of Control / Goodwill
	Particulars
	Rs.

	Amount paid by C Ltd. for shares purchased in D Ltd.
	1,40,000

	Less: Face value of shares purchased (1,00,000 × 90/100)
	90,000

	Less: Holding company’s share of capital profits
	33,300

	Cost of Control / Goodwill
	16,700

	Add: Goodwill appearing in D Ltd.’s Balance Sheet
	20,000

	Goodwill to be shown in Consolidated Balance Sheet
	36,700



Working Notes
1. Holding – Minority Ratio
C Ltd. acquired 90% of shares in D Ltd.
∴ Minority holding in D Ltd. = 10%
Ratio = 90 : 10 or 9 : 1

2. Revenue Profits
Profit for the current year (given) = Rs. 12,000
Profit made after June 30th or Revenue Profit= 12,000 × 6 / 12= Rs. 6,000
Holding company’s share= 6,000 × 9 / 10= Rs. 5,400
Minority’s share= 6,000 × 1 / 10= Rs. 600

3. Capital Profits
	Particulars
	Rs.

	General Reserve of D Ltd.
	20,000

	Profit & Loss Account of D Ltd.
	23,000

	
	43,000

	Less: Revenue profit
	6,000

	Capital profit
	37,000


Holding company’s share= 37,000 × 9 / 10= Rs. 33,300
Minority’s share= 37,000 × 1 / 10= Rs. 3,700

Note:Since it is clearly stated that the profit of D Ltd. for the year 2016 is Rs. 12,000, it is assumed that the transfer to reserve of Rs. 5,000 is a part of the Rs. 12,000.

4. Minority Interest
	Particulars
	Rs.

	Face value of minority shares (1,00,000 × 10 / 100)
	10,000

	Add: Minority share of capital profit
	3,700

	Add: Minority share of revenue profit
	600

	Minority Interest
	14,300





24. Liquidator’s Final Statement of Account – Vijay Ltd.
Statement showing Receipts and Payments by the Liquidator
	Receipts
	Rs.
	Payments
	Rs.

	Assets realised
	3,50,000
	Liquidation expenses
	5,000

	Surplus from secured creditors
	5,000
	Liquidator’s remuneration
	7,500

	
	
	Preferential creditors
	6,000

	
	
	Debenture holders (Floating charge)
	2,50,000

	
	
	Unsecured creditors (Dividend)
	86,500

	
	3,55,000
	
	3,55,000



Working Note:
Amount available for unsecured creditors = 3,55,000 – (5,000 + 7,500 + 6,000 + 2,50,000) = Rs.86,500
Dividend to unsecured creditors = 86,500 / 1,40,000 = 61.79% (approx.)


