ANSWER KEY – CORPORATE ACCOUNTING II
PART- A (10 × 2 = 20 Marks)
Answer all questions

1. Purchase Consideration is the total amount of compensation paid by the purchasing company (the Transferee) to the selling company (the Transferor) as compensation for taking over its business, assets, and liabilities. The payment can be a mix of various assets and promises. It typically includes Cash Payments, Issue of Shares, Issue of Debentures, and other Assets.
2. Internal Reconstruction means the reduction of capital to cancel any paid up share capital which is lost or unrepresented by available assets. This is generally resorted to write off the past accumulated losses of the company. • Reduction of capital is unlawful except when sanctioned by the court.
3. It is also known as an unexpired discount or a discount received but not earned, it is the amount of discount relating to the period of a bill falling in the next accounting year 
4. Non-Performing Assets (NPAs) are loans or advances from banks that stop generating income because the borrower fails to make principal or interest payments for a specified period, typically 90 days or more. This classification signals risk, impacting bank profitability and capital, and can lead to further categorizations like substandard, doubtful, or loss assets, necessitating provisioning and affecting the broader economy by restricting lending. 
5. Life Insurance 
· Whole life policy
· Endowment policy 
· With profit policy 
· Without profit policy 
· Annuity 
             General Insurance 
· Fire Insurance 
· Marine Insurance
· Accident Insurance 
6. The seven principles of Insurance are as follows 
· Utmost Good Faith
· Proximate Cause
· Insurable Interest
· Indemnity
· Subrogation
· Contribution
· Loss Minimization
7. Consolidated financial statements are a group of financial statements of a parent company and its divisions and/or subsidiaries. They provide a comprehensive view of financial health by presenting the assets, liabilities, income, revenue, expenses, and cash flows of these entities as one. Consolidated financial statements are important for both private and public companies.
8. A holding company owns a controlling stake, usually over 50% of shares/voting power in other companies, called subsidiaries, managing them strategically without running daily operations; a subsidiary is a separate legal entity controlled by the parent holding company, operating somewhat independently but under the parent's ultimate direction and oversight. A company can be both, acting as a subsidiary to a larger parent while holding controlling stakes in other smaller companies itself, creating layers of ownership. 
9. A liquidator is an insolvency professional appointed to wind up the affairs of a company or firm, taking control of its assets, settling claims and debts, and distributing any surplus funds before formally dissolving the entity. They act on behalf of the company, managing its legal and financial aspects during closure. A liquidator's remuneration is their fee for managing a company's liquidation, typically a percentage of assets realized or distributed, or based on time costs, determined by creditors/members or the court, and paid from the liquidation estate.
10. Compulsory winding up is a court-ordered process where a company is forced to close down, typically initiated by creditors, the government, or shareholders when a business is insolvent (can't pay debts), is being run fraudulently, or acts against public interest, leading to the collection of assets, payment of debts, and eventual dissolution of the company


PART - B (5 × 5 = 25 Marks)
11. Purchase Consideration 
Paid in the form of cash = 40,000 shares * 20 Shares = Rs 8,00,000
Paid in the form of shares = Rs 24,00,00 (4 shares of Rs 15 each = Rs 60)
Total purchase consideration  = Rs 32,00,000 

12. Schedule 13: Interest Earned = Rs 7,61,640
Schedule 14: Other Income = Rs 74,240
Schedule 15: Interest Expended = Rs 1,60,520
Schedule 16: Operating Expenses = Rs 70,000
Provision for Contingencies = Rs 20,000 
Adarsh Bank Ltd 
Profit or Loss Account  
	Particulars
	Schedule No
	Amount

	I Income 
 Interest Earned 
 Other Income 
	
13
14
	
7,61,640
74,240

	Total 
	
	8,35,880

	II Expenditure 
Interest Expended 
Operating Expenses 
Provisions & Contingencies 
	
15
16
	
1,60,520
70,000
20000

	Total 
	
	2,50,520

	III Profit or Loss 
Profit/ Loss for the year ended 
	
	
5,85,360

	IV Appropriations 
Transfer to Statutory Reserve  

Balance Sheet Carried Over (B/F)
	
	
1,46,340

4,39,020



13. Statement Showing Correct Life Assurance Fund 
	Particulars
	Rs
	Rs

	 Life Insurance Fund on 31.3.2008   
	
	48,78,000

	Add: Bonus utilised in reduction of premium 
Interest accrued on investment 
Outstanding premiums 
Claims recovered under reinsurance  
	6,500

19,500
18,000
27,000
	



71,000

	
	
	49,49,000

	Less: Bonus utilised in reduction of premium 
Claim intimated but not admitted  
	
6,500
65,500
	

72,000

	Correct Life Assurance Fund as on 31.3.20008
	
	48,77,000









14. Capital Profit = Rs 3,10,000 Revenue Profit = Rs 3,90,000

15.    Working Note 
	Total amount available 
	39,650

	Less: payment (upto debentureholders)
	21,973

	Amount available for unsecured creditors
	17,857

	Less: liquidator remuneration (17,857*2/102)
	350

	Payment to unsecured creditors 
	17,507



Liquidator Final Statement of Accounts

	Receipts
	Rs
	Payments 
	Rs

	To Assets Realised 
	39,650
	Be Legal Charges 
	Nil 

	
	
	By Liquidator Remuneration 
2% on Assets Realised     (39650*2/100)                     793
2% on Assets Realised
(17507*2/100)                      350
	



1143

	
	
	By Liquidation Expenses 
	1000

	
	
	By Preferential creditors
	10,000

	
	
	By Debenture holders 
	10,000

	
	
	By unsecured creditors (B/F)
	17,507

	
	39,650
	
	39,650



	16. i) Amalgamation in the nature of Purchase
Working Note 1 :
                       Calculation of Purchase consideration
	
	

	Particulars
	
	
	
	P
	Q

	Total Assets 
	
	
	
	744500
	212500

	Goodwill
	
	
	
	186000
	58000

	Total
	
	
	
	930500
	270500

	Less: Creditors
	
	
	
	
104500
	
24500

	Purchase Consideration
	
	
	
	826000
	246000

	Working Note 2 : value of Good will
Average profit of 3 yrs given

	Total
	P
123000
109500
99000
331500
	Q
41500
31400
27000
99900
	




	Average profit divided by 3
	110500
	33300
	

	liabilities
	744500
	212500
	

	Capital Employed	(avg.profit – liabilities)
	640000
	188000
	

	10% normal trading profit(Np)
	64000
	18800
	

	Super profit( Ap – NP)
	46500
			14500
	

	Goodwill (4years of purchase)
	186000
	58000
	


	
Formula
Goodwill = Super profit  X  No. of years of purchase	
Super profit = Average estimated profit – normal profit	
Normal profit = Capital employed  X  (normal rate of return)

Note to Accounts:
	I
	Share capital
	

	
	PLtd
	826000

	
	Q Ltd 
	246000

	
	Total
	1072000

	II
	Reserves & Surplus
	Nil

	III
	Non Current Liabilities
	Nil

	IV
	Current Liabilities
	

	
	Creditors ( 104500+24500)
	129000

	V
	Fixed or Non current Assets
	

	
	Fixed assets(330000+100000)
	430000

	
	Investments
	72000

	
	Goodwill(186000+58000)
	242000

	
	Total
	742000

	VI
	Current Assets
	

	
	Cash (89000+22000)
	111000

	
	Debtors (93500-50000)
	143500

	
	Stock(160000+40500)
	205000

	
	Total
	459500


Balance sheet of A Ltd as on 1-04-1999
	
	Particulars
	Note No.
	Amount Rs.

	I
	Equity & Liabilities
	
	

	
	Shareholders Fund
	I
	1072000

	
	Reserves & Surplus
	II
	-

	
	Non Current Liabilities
	III
	-

	
	Current Liabilities
	IV
	129000

	
	Total Liabilities
	
	1201000

	II
	Assets
	
	

	
	Fixed or Non current Assets
	
	742000

	
	Current Assets
	
	459500

	
	Total Assets
	
	1201000



17. Schedules Forming part of Revenue Account
Schedule 1: Premium – Rs 3,750
Schedule 2: Commission Expenses – Rs 60
Schedule 3: Operating Expenses – Nil 
Schedule 4: Benefits Paid – Rs 627.5

Revenue Account for the Year Ended 31.03.2025
	Particulars
	Schedule No
	Amount

	Premium Earned (Net )
	1
	3,750

	Interest, Dividend & Rent
Profit on sale of Investment 
Other Income 
Consideration for Annuities granted 
	
	2,250
    12

 150

	Total 
	
	6,162

	Commission 
	2
	60

	Operating Business Related to Insurance 
	3
	------

	Total 
	
	60

	Benefits 
	4
	627.5

	Total 
	
	627.5

	Surplus (D) = (A)-(B)-(C)
	
	5,474.5

	Appropriations 
Transfer to shareholders fund 
Balance being funds for appropriations 
	
	
---------
5,474.5

	Total (D)
	
	5,474.5



Valuation Balance Sheet as on 31.03.2025
	Liabilities 
	Rs
	Assets 
	Rs

	To Net Liability as per Valuation 
	8,425
	By Life Assurance Fund as per Balance Sheet 
(6,000+5,474.5)
	11,474.5

	To Surplus (B/F)
	3,049.5
	
	

	
	11,474.5
	
	11,474.5



18. Holding Minority Ratio = 7500:2500 or 3:1 
Capital Profit = Holding Company Shares = Rs 7,500 
                            Minority Company Share = Rs 2,500
Revenue Profit =  Holding Company Shares = Rs 22,500
                               Minority Company Share = Rs 7,500
Cost of Control = Capital Reserve = Rs 2,500 
Minority Interest = Rs 35,000

Notes to Accounts 
1. Share Capital = Rs 5,00,000
2. Reserves & Surplus = Rs 35,000
3. Trade Payables = Rs 50,000
4. Tangible Assets = Rs 2,90,000
5. Current Assets = Rs 1,90,000
6. Trade Receivables = Rs 5,000
7. Bank Balance = Rs 1,40,000

Consolidated Balance Sheet of A Ltd and B Ltd as on 31.12.2016
	Particulars
	Note
	Rs

	I Equity & Liabilities 
(i) Shareholders Fund 
       Share Capital 
       Reserves & Surplus 
	

1
2
	

5,00,000
35,000

	(ii) Minority Interest 
	
	35,000

	(iii) Current Liabilities 
      Trade Payable 
	
3
	
50,000

	Total Liabilities 
	
	6,20,000

	II Assets 
(i) Non- Current Assets 
    Tangible Assets 
    Intangible Assets 
	

4


	

2,90,000

	(ii)Current Assets 
      Trade Receivables 
       Bank Balance 
	5
6
7
	1,90,000
-------
1,40,000

	Total Assets 
	
	6,20,000




19. New company  
9% Preference shares of Rs.100 Each = 500 shares x Rs.100 – Rs.50000 (Instead of Debentures  35000 350 pref. shares of Rs. 100 each is given)
Equity shares = 500 shares x Rs. 100 – Rs.50000
Calculation of Purchase Consideration
1000 share Divided by 2 = 500shares x Rs.100 = Rs.50000

Ledger Accounts in the Book of Gamma Ltd.
Realisation A/c
	Particulars
	Amount (Dr)
	Particulars
	Amount (Cr)

	To Land
	65000
	By creditors
	6000

	To Machinery
	22000
	By Beta Ltd
	50000

	To Furniture
	3000
	By Debentures
	40000

	To Stock
	25000
	By Shareholders(Loss)
	38000

	To Debtors
	15000
	
	

	To Cash
	4000
	
	

	Total
	134000
	Total
	134000



Shareholders A/c
	Particulars
	Amount (Dr)
	Particulars
	Amount (Cr)

	To Realisation(Loss)
	38000
	By Share Capital
	100000

	To Shares in Beta Ltd
	50000
	
	

	To Profit & Loss A/c
	12000
	
	

	Total	
	100000
	Total
	100000




Bank A/c
	Particulars
	Amount (Dr)
	Particulars
	Amount (Cr)

	By Bank A/c (Liq)
	       5000
	To Bank A/c( Cost of winding up)
	5000

	Total
	5,000
	Total
	5000




Journal Entries in the Book of Beta Ltd
	Date
	Particulars
	Dr (₹)
	Cr (₹)

	
	Business Purchase A/c Dr
	50,000
	

	
	To Liquidator of ABC Ltd
	
	50,000

	
	(Being Purchase Consideration payable as per agreement)
	
	

	
	 Land A/c  Dr
	65000
	

	
	Machinery A/c  Dr
	22000
	

	
	Furniture A/c  Dr
	3000
	

	
	Stock A/c  Dr
	25000
	

	
	Debtors A/c   Dr
	15000
	

	
	Cash A/c  Dr
	4000
	

	
	             To Business Purchase A/c
              To Liquidation expense A/c 
              To Creditors A/c
  To Dentures( pref shares 350x100) 
   To Capital Reserve A/c ( BF)
(Being assets and liabilities taken over)
	
	50000
600
6000
35000
42400

	
	Liquidator of Gama A/c Dr
	50,000
	

	
	To Share Capital A/c (500 shares × 100)
	
	50,000

	
	(Being payment of purchase price as per agreement)
	
	



20. 
Schedule 1 – Capital – Rs 4000
Schedule 2 – Reserves & Surplus – Rs 8,700
Schedule 3 – Deposits – Rs 84,800
Schedule 4 – Borrowings – Rs 4,750
Schedule 5 – Other liabilities and provisions – Rs 180
Schedule 6 – Cash and bank balance with RBI  – Rs 10,380
Schedule 7 – Balance with banks & money at call & short notice – Rs 7,800
Schedule 8 – Investments – Rs 25,000
Schedule 9 – advances – Rs 55,136
Schedule 10 – Fixed Assets – Rs 4,114
Balance Sheet of Asian Bank Ltd as on 2015
	Particulars
	Note
	Rs

	I Capital & Liabilities  
Capital
Reserves & Surplus 
Deposits 
Borrowings 
Other liabilities and provisions
	
1
2
3
4
5


	
4000
8,700
84,800
4,750
180


	Total Liabilities 
	
	102430

	II Assets 
Cash and bank balance with RBI  
Balance with banks & money at call & short notice 
Investments 
Advances 
Fixed Assets 
	
6
7
8
9
10
	
10,380
7,800
25,000
55,136
4,114



	Total Assets 
	
	102430





21. Liquidator's Final Statement of Account
	Receipts
	Rs.
	Payments
	Rs.

	To Cash in hand
	6,73,800
	By Liquidator's remuneration (2% on Rs. 2,45,000)
	4,900

	To Amount received on call for 6,000 shares @ Rs. 6.7625 per share
	40,575
	By Preferential creditors
	30,000

	
	
	By Unsecured creditors
	2,15,000

	
	
	By Preference shareholders:
	

	
	
	Capital                              4,00,000
	

	
	
	Dividend for two years @ 6% p.a.
                                            48,000
	
4,48,000

	
	
	By Equity shareholders:
	16,475

	
	
	Amount paid to holders of 2,000 equity shares @ Rs. 8.2375 each
	

	
	7,14,375
	
	7,14,375



Working Note: Calculation of Amount Receivable or Payable to Equity Shareholders
	Particulars
	Rs.
	Rs.

	Cash in hand (Assets realised)
	
	6,73,800

	Less: Payments
Liquidator’s remuneration
Preferential creditors
Unsecured creditors
Preference shareholders (Rs. 4,00,000 + Rs. 48,000)
	
4,900 
30,000
2,15,000 
4,48,000 
	

6,97,900

	Amount required for preference shareholders 
	
	24,100

	Add: Amount paid to equity shareholders 
2000 equity shares @ Rs 75 per share 
6,000 equity shares @ Rs 60 per share 
	


	
1,50,000
3,60,000

	Total loss to be borne by equity shareholders 
	
	5,34,100



Corporate Accounting: Loss Per Equity Share Calculation
Equity Share Details
· Total number of equity shares: 8,000
Loss Per Equity Share
· Total loss: Rs. 5,34,100
· Loss per equity share: Rs. 66.7625 ]
Financial Implications
For 6,000 Shares
· Paid-up value per share: Rs. 60
· Loss per share: Rs. 66.7625
· Amount receivable per share: [ Rs. 60 - Rs. 66.7625 = -Rs. 6.7625]
· Total amount receivable: [ 6,000 \times (-Rs. 6.7625) = Rs. 40,575]
For 2,000 Shares
· Paid-up value per share: Rs. 75
· Loss per share: Rs. 66.7625
· Amount payable per share: [ Rs. 75 - Rs. 66.7625 = Rs. 8.2375]
· Total amount payable: [ 2,000 \times Rs. 8.2375 = Rs. 16,475 



