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SECTION - A

A ^r'F allqr". ro'.EachqLp.lo- dr6 '.I dI

I What do you rnean by i.terna reconstructon ?

2 What is Amalgamatio. ?

3 What is purchase consideraUon ?

4 what doyoL mean by exler.a reconslruction ?

SECT ON - B

Answer any 4 qlesl ons. Each quesl on canes 1 mark :

5 Ditierenliale ben4een lnterna reconstruclon and Exlernal reconslruction

6 Explan L!mpsurn rnethod olpayment ol purchase consderation.

7. Wlral s lendorcompany ?

8. Whai do you mean by conso daton oi shares ?

L Whal s Absorption ?

10. what s capita Feducron ?
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Answerany 6 quesions. Each qlesiion carries 3 marks

11 Expa n lhe dillercnl melhods ol Paymenl oi p!rchase consjderaton

1 2 Diiferent ate betreen Amatgamat on and Absorpl on

13 Wrile down accou.tirg entres on nienat reconsrrlct on.

1,1. Explain the procedure 1or reduc ng share capta

15 The lollow ng ls lhe Aa an.e Sheei of ABC Ltd as on 3j. Dec 2006

Paid Lp cap ra Goodw 2,50.000

100000 equny shares ol 1000000 Furniture B,5O,OOO

110 each Stock 4,oo ooo

Credilors 7,50,000 Deblors I 5O,0OO

Cash 5 000

P&L A,/c 05 000

17,50,000 17,50,000
The 

'ollowing 
scherne ol reconstrlcliof was approved by tlre courl.

a) To reduce the pad up capita by Rs.5 per share
b) To wrile dow. goodw land debt batance in P&L A"/c
D ap. o'dp d oeor..onA,

'6 For .tp ro o{rnq pdrl!Jar(. oTo,.a{ag.tpd.rn6rct.o,o.prer.opo.
I or00'd ror oe' od dr d .,ro e .56 <a r'rdc o o.d 19

) Accounting peiod - 1'January to 3r, Dec. 2016
) Date oi lncorporaton 1. tr,lay 2O16

li) Tora sa ares tor rhe year Fs.28.oo,ooo
iv) Tota number oiwork',ars

Pre ncorporation period 10
Post- ncorporation peiod - 30

17 P Ltd holds lhe blsiness oi Q Lld. for which p Ltd. pays Fs. 2,OO.OO0 n eq! ty
shares oi a iO each, Rs 1 50 OOO r i 2% Debentlres oi p Ltd. and Rs. i,75,b06| .d.. cr6d.or.to.D,.75.OOO",oEfooy"-.,errr.vo-po..o.os ., ooo
dre also assuhed hv P I r.l

Comoule Purcnase conslOeratlon
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i8. Asian Lrd. was incorporated in liApr 2006loacquireihebusnessotHars&Sons
as a goingconcernwilh eflectlrom 1''Jan 2006.Thetotalsatestorlheyearended
31! Dec 2006amounredro{l 50,0000lwhcha50,ooorealedlothelrst3monlhs
The P&LA/. o' the company lorihe year stood as fo ows:
Salares 4,000 cross protil b/d 3O,OOo
Bent 1 OOO

Conrnr sson 3 000
Discolfl I 500
Dneclofs iee 2,iOO
Audl lee 900
Debenlure lnlerest 500
Bad debrs 750
Nel Prol I 16,250

30,000 30,000
Prepare P&L A/c showing the net proit earned durng pre & post incorporation

SECT]ON D

Answerany2 qlesirons. Each qlesto. cartes I marks.

1 L Whal do yoL mea. by prolil pr or to tncoeorai on ? How w you catcutate prot r
or oss prol to ncorporal on ?

20 Paid !p share caplta ol Toy Ltd. amou.red 10 i 2 50 O0O cons st nq 01 25,OOO
eqL ty shares of I l0 each

Due lo losses incuned by rhe company contn!olsty, the directors of the
compa.y prepared a scheme ior reconslrLcrion. The terms ot reconstruclion

1) ln ieu oiiheir presenl hodings,lhe sharehotders are lo receve:
a) iljry paid eqlity shares equa to2lShoilhenhotdng
b ) 5% preference shar€s lulty pa d 1o the exreni ot 20% oi the above new

equily shares.
c) 3.000 6% second debenlures ofl10 each

2) An ssLeoi2,5005o/odebenturesof ltOeachwasmadeandtutysLbscibed

3) The assets were red!.ed as l.r.ws
a) Goodw lJrom l1 50 000 to 175,000

' b) ftrachinery from 150 000 ro:a 37,500
c) Leasehod prenlses irom 175 0001o { 62,500
Show the tourna entes to gve eifect Io the above scheme ol
reconsiru.to.
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21. ALtd. andBLtd.wereAma gamaledonandfrom 1jApi,2015 Anewcompany
AB Ltd. was fo.med to lake over lhe business oi existing companies liabiities
and assels olA Lld. & I Lld ason3li[4arch2015aregivenbelow:

Equily shares oi i 10 each

12'Z Preierence shares oi

i) Preferenceshareholders oftlre twocompanies are issued equ valenl number
oi 15% p.elerence shares of AB Lld. at an issue price ol I 125 per slrare.

li) AB Lld. will issue one equity sharc ol I I O each lor every shares of A Lld.
and B Ltd. The shares are issued at a prcmium oia S pershare.

Prepare a Balance SheelofAB Lld. o.lheassumpllon thal the amalgamation
is in lhe nature ol merger.
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