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Subject Name
Max. Marks: 75                                                                      TIME:3 Hrs
PART- A (10 × 2 = 20 Marks)
Answer any TEN questions.
1. External reconstruction and internal reconstruction:
When reorganisation of a company’s financial structure necessitates winding up of the company and flotation of a new company with the same assets and shareholders, it is called external reconstruction. If the organisation is accomplished without liquidating the company it is called internal reconstruction. 
2. Distinguish between purchase method and pooling of interest method.
	Particulars 
	Purchase method 
	Pooling of Interest Method 

	Application 
	Applicable to amalgamation in the nature of purchase 
	Applicable to amalgamation in the nature of merger 

	Recording of Assets and Liabilities 
	Assets and liabilities are taken over at market values 
	All the assets and liabilities are taken over at original values 

	Reserves for transfer company 
	Selling company’s reserves are ignored except for statutory reserve 
	All the reserves of the selling company are recorded in the same form in the purchasing company 


3. Objectives of amalgamations of firms:
a. Avoidance of unhealthy competition
b. Internal and external economies of large scale business
c. Enlarged marketing network
d. Efficiency in management personnel
e. Technology
f. Tax benefits
g. Gaining monopoly or dominant position in the market
h. Reducing unnecessary expenses
i. Achieving mass production at minimum cost
j. Better utilization of factors of production
k. Getting more capital for expansion of the business.
4. Rebate on bills discounted: It is also known as unexpired discount or discount received but not yet earned. Bills discounted may have a maturity date beyond the current accounting year. The amount of discount relating to that period of the bill falling in the next accounting year is called the unexpired discount. 
5. Non-performing assets. - Any asset that ceases to generate income is called a non performing assets. 
6. Total provision required – Rs.385 lakhs.
(8000 * 0.25% + 650 * 10% + 100 * 50% + 250 * 100%)

7. Net Premium is Rs.17,00,000 (16,00,000 + 6,20,000 + 20,000 – 5,40,000)
8. Double Insurance: Taking more than one policy on the same subject matter with two or more insurance companies is called double insurance. 
9. Mutual obligation: The Holding and Subsidiary companies may owe money to each other due to common transactions like buying and selling of goods, lending and borrowing of money, rendering services to each other etc., these are called mutual obligations and they need to be eliminated while computing the consolidated balance sheet.
10. Capital Profits – Rs.40,000; Revenue profits Rs.80,000
Total profits earned during the year Rs.1,60,000
Capital profit 1,60,000 *1/2 = Rs.80,000 – (40,000) = Rs.40,000 
Revenue profit 1,60,000 *1/2 = Rs.80,000
11. Preferential creditors: They are those creditors who have to be paid before any payment is made to any creditors except the cost of liquidation and remuneration payable to the liquidator, 
12. Remuneration payable to the liquidator: Rs.1,482 (28 + 1,454) 

PART - B (5 × 5 = 25 Marks)
Answer any FIVE questions.
13. PC is the aggregate of the shares and other securities issued and the payment made in the form of cash or other assets by the transferee company to the share holder of the transferor company. 
Method of PC – 
· Lumpsum method 
· Net Assets Method 
· Net Payment Method 
· Intrinsic Value Method 
14. Realisation Loss: 	Raman Ltd – Rs. 3,49,360
Soman Ltd – Rs. 38,470
	Total of bhimanLtd’s Balance sheet – Rs. 33,47,530
	Securities premium account – Rs.1,65,000
General Reserve – Rs.2,17,830
15. Schedule 13: Interest Earned = Rs.741 (in 000s)
Schedule 14: Other Income = Rs.9 (in 000s)
Schedule 15: Interest Expended = Rs.395 (in 000s)
Schedule 16: operating Expenses = Rs. 87 (in 000s)
Provisions and Contingencies = NIL
Transfer to Statutory reserve - @ 25% 
Surplus balance carried to B/s in the P&L account = Rs.201 (in 000s) 
16. Valuation Balance Sheet – Surplus (Balancing Figure) = Rs. 12,23,000
Net Profit – Rs.5,21,000 
17. Cost of control: 
Before the issue of bonus shares – Rs.82,500
After the issue of bonus shares – Rs.52,500
	
	Before bonus issue
	After bonus issue

	Cost of acquisition 
	2,40,000
	2,40,000

	Less: FV of the shares 2,00,000 *75% 1,50,000
	1,50,000
	1,50,000

	Less: Holding Co’s share in Capital profits 10,000*75%
	7500
	7500

	Cost of control before bonus issue 
	82,500
	82,500

	Less Bonus issue 40,000 *75%
	
	30,000

	Cost of control after bonus issue 
	
	52,500


18. Amount paid by the contributories – Ram – Rs. 24,000; Ravi – Rs.30,000; Raghu – Rs.16,000; Mani – Rs.30,000; Madhu – Rs.30,000; Kali – Rs. 10,000. 
19. Total amount of discount to be carried forward to 2018 ;
Rs.1,307 + Rs.5,299 + Rs. 2,567 + Rs. 3,966 + Rs. 3,336 = Rs.16,505.
Rs.16,505 to be reduced from the Interest and Discount in Schedule 13 for P&L account and the same figure is to be shown in Schedule 5 of the balance sheet. The Opening rebate is to be added to Interest and Discount in Schedule 13 of the P&L account.

PART - C (3 × 10 = 30 Marks)
Answer any Three questions
20. Purchase Consideration: X Co – Rs.3,50,000 in shares 
        Y Co – Rs. 1,20,000 in shares 
	Balance sheet total – Rs.6,08,000
21. Interest Earned – Rs. 7,97,000; Other Income – Rs.10,300
Interest expended – Rs.2,00,000; Operating Expenses – Rs.1,90,300
Provision for doubtful debts – Rs.65,000
Net profit for the current year – Rs.3,52,000
Transfer to statutory reserve – Rs.88,000
Balance carried to the B/s – Rs.2,71,500.
Share capital – Rs.7,50,000; Reserves and Surplus – Rs.8,09,500
Deposits – Rs.96,46,000; Borrowings – Rs. 1,05,000; Other liabilities – Rs.15,000
Cash and balance with RBI – RS. 9,15,000; 
Balance with bank and money at call and short notice – Rs. 1,86,000
Investments – Rs. 15,30,000; Advances – Rs. 80,45,000;  fixed Assets – Rs. 6,37,500
Other Assets – Rs. 12,000; bills for collection – Rs.50,000
Balance sheet total – Rs. 1,13,25,500 
22. Premium – Rs. 92,702; Commission expenses – Rs.8,900
Operating Expenses – Rs. 34,051; benefits paid – Rs. 50,046
Total of Income – 1,24,787 (92,702+19,060+12,853+172)
Surplus – Rs.31,790 (124787-8,900-34,051-50,046)
Share capital – 2,00,000; Reserves & Surplus – Rs. 5,31,462; Borrowings – NIL 
Investments – Rs.1,46,700; Loans – Rs. 3,28,860; Fixed assets – Rs. 1,86,700
Cash and bank Balances – Rs. 76,300; advances and other assets – Rs. 5,837
Current liabilities – Rs. 12,935; provisions – Nil; 
Sources of funds – Rs.731,462; 
Application of Funds – Rs. 6,62,260
Net Current assets – 69,202
23. Capital Profit – Rs.1,55,000; Revenue Profit – Rs.1,45,000
Minority Interest – Rs.2,00,000; Capital reserve – Rs.43,333;
Balance sheet total – Rs.21,98,000
P&L account balance – 3,84,667
24. Deficiency per equity shares – Rs.51
Net amount returnable on ‘A’ class shares – Rs.24 per share 
Net amount returnable on ‘B’ class shares – Rs.9 per share 
Net amount receivable on ‘C’ class shares – Re.1 per share 




