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Section - A
1. Capital reduction is a corporate action where a company decreases its issued share capital, often to eliminate accumulated losses, return surplus funds to shareholders, or restructure its finances, typically by cancelling shares, reducing their face value, or buying them back to improve financial structure and potentially boost earnings per share (EPS). 
2. Amalgamation: The expression “amalgamation” is not defined in the Companies Act, 1956/ 2013. Section 2 (1B) of the Income Tax Act defines the term “amalgamation” as “Amalgamation”, in relation to companies, means the merger of one or more companies with another company or the merger of two or more companies to form one company
3. Schedule – 5: Sundry creditors, Bills payable, Interest accrued, Rebate on bills discounted, provision for taxation, Bank drafts, Unclaimed dividends.
4. Statutory reserve = 1,83,000 X 25% = Rs. 45,750.

5. Net Claim:Rs.5,90,000

6. Net Premium earned = Rs. 1,61,500 + Rs. 5,000 + Rs. 5,000 = Rs. 1,71,500
7. A holding company is a parent corporation that owns controlling stock or assets in other companies (subsidiaries) to manage them, rather than producing its own goods or services; its main role is oversight, strategic control, and risk management for the entire group.
8. Minority Interest = Rs. 6,000 X 10 = Rs. 60,000

9. Liquidator remuneration:44000 X 10/110= Rs.4000.

10. Liquidation: Liquidation is a process in which the company is brought to an end. Also, the assets and property of the company are redistributed to the creditors and owners. Liquidation is also referred to as winding-up or dissolution, although dissolution technically refers to the last stage of liquidation.
11. Purchase consideration is the total price an acquiring company agrees to pay the target company's shareholders in exchange for ownership of the business. It represents the value agreed upon by both parties for the transfer of all assets and liabilities. 
12. A Non-Performing Asset (NPA) is a loan or advance where the borrower stops making interest or principal payments for a specified period, typically 90 days or more, meaning the asset stops generating income for the bank and is at high risk of default, impacting the lender's profitability and stability. 

Section – B
13.   1)Lump Sum Method, 2) Net Payment Method, 3) Net Asset Method, 4) Intrinsic Value Method
14. Proforma of Profit & Loss Account of a Banking Company 
Name of the Bank: _________________
Profit & Loss Account for the year ended 31st March, ______ 
	Particulars 
	Schedule No.
	Amount (Current Year)
	

	I. INCOME
	
	
	

	Interest Earned
	13
	xxxx
	

	Other Income
	14
	xxxx
	

	TOTAL
	
	XXXX
	

	II. EXPENDITURE
	
	
	

	Interest Expended
	15
	xxxx
	

	Operating Expenses
	16
	xxxx
	

	Provisions and Contingencies
	-
	xxxx
	

	TOTAL
	
	XXXX
	

	III. PROFIT / LOSS
	
	
	

	Net Profit/(Loss) for the year (I - II)
	
	Xxxx
	

	Profit/(Loss) brought forward
	
	xxxx
	

	TOTAL
	
	XXXX
	

	IV. APPROPRIATIONS
	
	
	

	Transfer to Statutory Reserve
	-
	xxxx
	

	Transfer to Other Reserves
	-
	xxxx
	

	Transfer to Government/Proposed Dividend
	-
	xxxx
	

	Balance carried over to Balance Sheet
	-
	xxxx
	

	TOTAL
	
	XXXX
	


15. Correct life assurance fund – Rs. 5,63,000
16. Capital profit:

Balance as on 1.1.2020 – P & L A/c


 Rs: 1,50,000




General Reserve

Rs. 1,60,000








_____________

Total Capital Profit =  

Rs. 3,10,000

Calculation of Revenue Profit:

Total Profit for the year ended – P & L A/c  
 Rs. 4,00,000 + General Reserve
 Rs. 3,00,000 = Rs. 7,00,000 - Capital Profit Rs. 3,10,000 =  Revenue Profit Rs. 3,90,000
17. Liquidators remuneration: Assets realized –Rs. 9,000;

On payment to preferential creditors – Rs. 200;

On payment to unsecured creditors – Rs. 5,506 (2,80,000 x2/102)

18. Statement showing Purchase consideration:

a) 10 % preference shares in M Ltd 




Rs:

60,000 x7/4 = 105000 shares x Rs. 8 paid up 


8,40,000

b) Equity shares in M Ltd 90,000 x8/3 = 2,40,000 shares x Rs. 10
24,00,000

 ---------------




Total Purchase Consideration 



32,40,000

19. Total Provision Required – Rs. 1,030 lakhs




 Section - C
20. Journal Entry:




      Rs.

Rs.

a) Preference shares A/c Dr(old) 

2,00,000

To Preference shares A/c (New)



1,00,000

To Capital reduction A/c




1,00,000

b) Ordinary shares A/c Dr(old) 


3,00,000

To Ordinary shares A/c (New)



1,50,000
To Capital reduction A/c




1,50,000

c) Capital reduction A/c Dr


2,50,000

Securities Premium A/c Dr

   20,000


To Goodwill A/c





1,20,000


To Preliminary Expenses



  
 15,000


To P&L A/c 






1,35,000
Balance Sheet:


Schedule 1- Share capital: Ordinary capital – Rs.1,50,000




     Preference Share capital – Rs.1,00,000

Schedule 2 – Reserves & Surplus: Securities Premium (balance) – Rs 30,000

Schedule 3 – Other Liabilities: Rs. 1,50,000

Total amount of Liabilities side: Rs.4,30,000

Schedule 4 – Current Assets: Rs. 1,80,000

Schedule 5 – Fixed Assets: Rs. 2,50,000

Total amount of Assets side: Rs.4,30,000

21. Profit and loss account of Soundar Bank

Schedule 13- Interest earned Rs.741

Schedule 14 – Other income Rs.9

Schedule 15 – Interest expended – Rs. 395

Schedule 16 – operating expenses – Rs.87

Profit and Loss account current year: Rs. 268

Statutory Reserve 25% on 268 – Rs.67.

Balance c/f to Balance sheet – Rs.201.

22. Schedule 1 – Premium Rs. 5,03,000
Net Premium (5,03,000 – 20,750)
Rs. 4,82,250

Income from Investment – Rs. 1,00,000

Other Income – Rs. 15,750.

Total Income (A) 
Rs. 5,98,000

Schedule 2 – Commission 
Rs. 18,650

Schedule 3 – Operating expense Rs. 24,400

Schedule 4 – Claims paid  
Rs. 76,450

Total Expenses (B) = Rs. 1,19,500

Surplus (A) – (B) = Rs. 4,78,500.

23. Minority Ratio 9:1

Capital Profit H Ltd. Rs 900 S Ltd., Rs.100

Goodwill H Ltd., Rs 6,750; S Ltd., Rs. 5,400

Minority Interest: Rs. 1,600 (share Capital Rs.500; Capital Profit Rs.100 and Preference shares Rs. 1,000)

Balance sheet Total: 32,100.

24. Liquidators final statement of accounts

	Receipts
	Rs.
	Payments
	Rs

	To assets realised
	80,000
	By Liquidation expenses
	1,500

	
	
	By Liquidator remuneration
	

	
	
	2.5% on 80,000
	2,000

	
	
	2 % on 25000
	500

	
	
	2 % on 21,000X 2/102
	412

	
	
	By debenture holders
	30,000

	
	
	By preferential Creditors
	25,000

	
	
	By Unsecured creditors b.f
	20588

	
	80,000
	
	80,000


