3T ChUGlIohT Ol
Accounting for Holding Company

AW ST ¥ TEAS HFAlh] SEeRuT
Concept of Holding and Subsidiary Company
A EAE! AR W FEEe SgeEd 1 Afa qar wefces ¥ g fa
sfeqafars T Tqar favaeTfiaura AR FHaE IraatonT FTEAd AHE Fhedl HEH
ey frd Tt FF A | (aew s sraTartiE S werer ATl sfetar FH
Wﬁ@ﬂﬂﬁ&ﬁﬂﬁ@;@ﬁﬁﬂ@ﬁ?ﬂﬁﬂﬁ@@@@lwﬁ
Al mm fra=omr faT s qd &FET (}-roldmg company) { ST fra=or ’IFHT:T
FPIAATE WEFEF FWAT (Subsidiary Compiny) wfrs | Fafr Preomr Ry © P ™
T FA AR WY UF ¥ @D | e e Fefrars e fo awer gw
JTH Yo IRANT TE AT W WA TS | TS [ FIAS AGALEAF TR G
FHIAHT TWH B |

Jarer FEA U, 3083 (Company Act 2063 BS) @R, “@€® FwHars framomr fa
FAETE A FA 9 | W@ T weEs I qE e faftAa g9 1 (‘Holding
Company means a company-having control over a subsidiary company” “Subsidiary Company means a
company controlled by a holding company.)"

AqTAH A@T TATTHHT SFFER (Nepal Accounting Stafdard) TEE FEIHT e @&
a9, T AR ATEEET ﬁ'ﬂﬁﬂﬂ' & | ("A Subsidiary is an enterprise that is

controlled by another enterprise.")

Tl AT Y FRES G AR qgHd AAGH T WA WRE A T T WS
WMWWWIMWKMWWWWWQ‘
mﬁummﬁmwtmmﬁmhmm@ﬁwﬁmmrwﬁqu
Ffae T ©fa 916 9 | '
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)
)
M
)

AT A FAATR FTUROMETS FaTa FIH7 AR T TR 3 |
WIS FPA I FEARR A g

HEIS FRAIHT HRIAT Yo IFTd H=T 9t J9T 4o Fooier @hE M €9 |
FEEH HAHTR! JUF FHT AT FAH T |

WEASF FIHIH AR BRAThaTy T Tl TUTad @ |

TS FHA ST TaRge (Types of Subsidiary Company)

[ weras Fvfa e |
!
4!
TEAT FHAIATE §8 WIAT fawre T wfero :

%)

Uf WA qg@E FFAT (Wholly owned subsidiary company): afE T FHAS WS
FrA T W WRe A T W I wwEE S Oof @i ges s
ufre | S&: Ry e 1@ sfrra d fraw s wfte e B o Ry e,
firerT el qof wnfirer wemas Fef €9 | :

i @A FEE FHT (Partlally owned subsidiary company): af¥ Id FH G
FHAE Yo% AT Yoy =T Fel WAL WRT T T WY T WETaH Fwied ifrs @i
HETIh HHAT WS T T FAAS WETEF FEAH oox T FFT WhE M wY €37 | arufy
Ro0% =T W AT A A FAS GRT T T3 | & FHAIS FeTaeh FHAaT agaa qaT
@ftE TRESH WA WA FEAIH FAUATE ATHAnT o | Tafy FEHmT Ifewar oy
ﬁmmlmmMinoriwwmmemMinoﬁw
Interest A= | & IEHT FAHHN vox FAT forer Frwfier whe My © WY 31o®T Fwers
farer FopfaT Srifyre @i wergs Fe wfis | :

AW HFHIDT B13G18E (Advantages of Holding Company)
A TR BT e HTATT & TRGH ©

w)

84

449

e qHAFIOT (Reduce Rix): WETS HHHIer 4o Fwrftare fafirr Refawar wedimes wor
H §B | WY FEAF FAAIA U G FEACTE AFH qHAE TEAT WA T | THAE
T <A T 919 | & S

F AR 9FZ (Increase in efficiency): TH FEHH Fqwl AT & IANRGATE
FEH FrIGEFAT I 9 |

G FET (Minimize expenses):HeT ATl HIUEr TERIEH FWHF THAT FHT 3T TR |
gfeeatar #4t (Eliminate Competition): W&l FFIHT T WeTa® FWT 1 UH STTGHT GEHH T
HEHdIS! WIaAT g WU gfeequiar 3t 3o | :

Ta& A (Separte entity): HETIS FRIehl F¢ FAT T ifees aifae F0 @ |
HATA®T T AR (Easy to supply of materlals): A & ®W+ft T werasd Frfes &
Jepfereht SFAETIAT Her™ WY & IRATVAT Frear yerefwr Wi 7wl | a"aTe guT 3w
ANTAAT FAAT T AR | A AT BT T WETAw FAEE AT Fear qerfRr sreryer
T T WiHD |

-
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A SFHIST AEWTEGTEE (Disadvantages of Holding Company)

T TR ATEEE e dER e

®) HW FEART GHIEE (Monopoly of holding company): H FHHr AT GEAF FEAT
TEY WCHRT gt gfoeuien ST fsiT $¥ STHETE o HElR ERRIChl TR D |

@) ar ST FHRAE (Accountinhg Difficulties): =TT HIIAT FIAR g HTH T FHAT T -
T HET AR AT qATGHT T TAAHT SAfere et HSrs T |

M AEELEE NAUAEERT HIGEAT (No value of minority shareholders): HeTdsh FHAEE q
erm@mmwmmwmmm
T TS | TAE FAAHEF TATIACEH A0 T HRD |

W FEREEHEr T (Inter-company transactions): W& FHPIATHI BIgeThl T WS
FrHEEET T FREAREEH A 9T I TR T FEErSt g TE T |

gata faciia faeRuT (Consolidated financial statements)

’E’Tm (Holding Company)'{'mm"ﬂ' (Subsidiary Company)mﬁ?ﬁﬂ'ﬁ'a'(“m
Wﬁm@awmm,wwmmmlmmwﬁ
O T e RO e A T e Fea g3 e Wia T | Thgd
memmwmmmmﬁﬁmm{a
mmwm&qanmwmmmrmmw
e TS TIAT 75 | AT wr@r JH9eE (Nepal Accounting Standard) T 916l FPE TT 083
awmmmmmm@m

Y#iGd aEEaT qaR! (Preparation of consolidated balance sheet)

Mnﬂanwﬁmwﬁnmmﬁwmmmm:

wr-g ;. @fie fufeasr frafor (To find out the date of acquisition)

-} : qA FHHAT T HEEF FHITRT TR AT fargfTor (To find out the ratio of share of
holding company and subsidiary company.)

-3 mmmwﬁuﬁwﬁqﬁmtmmmﬁmﬁw
(To determine capital profic of subsidiary company and apportion among holding
company and subsidiary company.)

TOY : WEAE FEAE AT G0 GOR T qE e T HEE e A
frafer (To calculate revenue profit of subsidiary company and apportion among
holding company and subsidiary company.)

-y, ;AT o/ arefrat FEfer (To caleulate minority interest)

TUI-§ : frg=er nra fafer (To ascertain cost of control)

-9 ;i graaras aait (To prepare consolidated balance sheet.)

2UT-q: @fkT frfrer FraiTor (Find out the date of acquisition (Share Purchase Date)
WWWWWWMWWWWWWW

= | TR VAT WEEF FEAR G/ SAerar Yofra (Capital) T AT (Revenue) A

fersrer s | ;
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SO-R: [ FEAT T WS FART TOAR S0 FiKoT (To find out the ratio of share of
holding company and subsidiary company.)
T T WS w9 @i fify o wmeed o @ wwde weas
mﬂwaﬂmﬁmmmﬁmmmwmwmm
T A Frafeor 7 | SR @ FEA TETE FEER 100,000 f&aT FT T 6o, 000
fere T @R M1 AT I 60,000:30,000 T |
No. of shares purchased by holding company
Toral shares of subsidiary company

No. of remaining shares
Total shares of subsidiary company

Ratio of holding company

u

Ratio of subsidiary company (minorities)

[llustration -1 |
A Company purchased 20,000 shares of B Company @ Rs.100 each for Rs.30,00,000 out of the
total share capital of Rs.25,00,000 on 1* July 2011. Determine the date of acquisition and ratio of
contribution.
Solution:
Here, Date of acquisition is 1* July 2011
Ratio of share = Holding Company: Subsidiary company
A:B = 20,000:5,000=4:1

Working Note:

No. of shares of subsidiary Company = Total share — Share of A = 25,000 — 20,000 = 5,000
While determining ratio, number of share is considered and only equity share is considered.

The preference share is not included in ratio. Similarly total investment is not considered in

calculation of ratio but number of share or proportion of share is considered. For example in

illustration number 1 the number of share is used rather than investment amount of Rs.30,00,000.

OT-3: TEAF FAAIRT (ot Aer frafor & w9 w0t © qams SR T fafzor (To
determine capital profit of subsidiary company and apportion among holding company
and subsidiary company.)

WWW|MWWMTWWWWW|W
mmmmm@mrmwmmﬁml
mmmmwmmmmmwmm
WD | R FH ATEH WO s ST wrer mivs | s, @i mRedts
HfHl T HTae WUAT TUETS ST BT GHIES TR |

qsihre AreTers Frerar frafor wf afes (Capital profit is computed as follows):

Calculation of Capital Profit

General reserve (before the date of purchase)............... 3 XXX
Profit and loss account (before the date of acquisition) . XXX
Current year's net profit/ loss (up to the date of acquisition) LK (xxx)

Total capital profit XXX

Alternatively,

Profit and loss A/c[up to the date of purchase]
General reserve [up to the date of purchase].....................o.oooooco...
Retained eamings|up to the date of purchase]
Reserve and surplus{up to the date of purchase]...
Profits for the year{up to the date of purchase] PN O
Profit and Loss A/c (Dr. balance) (Loss).... il




Share of holding company = Total capital profit x ratio of holding company
Share of subsidiary company = Total capital profit x ratio of subsidiary company

SAUT-¥: WEAF TR A A6 Fafor T qw v T s s s faitor (To
calculate revenue profit of subsidiary company and apportion among holding company
and subsidiary company.)

T wA @Rt M BfuwEe weEE S e R AR AT &
TRETTETGET ATHT 7S | ST AEE AT A A FEA T AT AT
framr atewts Tiee | TR atswie Tl AU AURAT RS | A FEATR A=
THTATE IR AT & FRAR AGET e W ACALAFH AR AL
& (Minority Interest) frerer T TR |
HAGTT mﬁﬁnmﬁaﬁwﬁm:(’rhe revenue profit is calculated as follows):

Calculation of Revenue Profit

General reserve after the date of acquisition XXX (x0xx)
Profit or loss after the date of acquisition ot
Total revenue profit XXX

Alternatively,

Profit and loss a/cfafter the date of PUIChASE] ...........cuuvvummuummsmssssssmsimsssississssssssisssssssmssmssmimssssisssssssssssssssessssnnnns | eueese
General reserve [after the date of PUTChASE] ........cuuseerriivmessmsissnsssssmsmssssssssssmmssssimmmsssssssssssisssssssssimsssssnne | eaee
Retained eamingsafter the date of PUIChESE]..............cuuvmmmmmsssssssssssssssssmsssssssssssssssssesssssssssssssmssmmsssssssssssssssssssssnnses | sonee
Reserve and surplus[after the date of PUrChASE]..........uuummmuummeerisssssessessssisssssssisssssssssssssmmmmsssmsssisssssssssssssssssssssnss | sses
Profits for the year{after the date of purchase]
Profit and Loss Alc (Dr. balance) (Loss) [after the date of pUrchase].........usisssssssssssssssssnnssssssssssssssssnnne | coreee

Totall ...
Share of holding company = Total revenue profit x ratio of holding company
Share of subsidiary company = Total revenue profit x ratio of subsidiary company
llustration -2 |

The paid up capital of subsidiary company is Rs.5,00,000 divided into shares of Rs.50 each.
Holding company acquired 6,000 shares @ Rs.100 each on 1* July, 2011. The general reserve and
profit and loss account of subsidiary company on 1* January, 2011 were Rs.30,000 and 90,000
respectively. The profit earned during the year is Rs.1,80,000.
Required: (a) Date of acquisition (b) Ratio of share (c) Capital profit (d) Revenue profit
Solution:

a) Calculation of Date of acquisition = 1* July, 2011
b) Calculation of Ratio = Holding : Minority

= 6000:4000=3:2
¢) Calculation of Capial profit:

General reserve (01/01/2011) = 30,000

Profit and loss account (01/01/2011) = 90,000
Profit for the year (6 months)

(1,80,000 x 6/12) = 90,000

Capital Profit = 2,10,000
Share of holding Company = 2,10,000 x 3/5 = Rs.1,26,000
Share of subsidiary company = 2,10,000 x 2/5 = Rs.84,000
(Note: Since holding company acquired share of subsidiary company on 1™ July, 2011. So out of
total profit of year, the average profit carned before 1* July (i.e. for six month) is treated as capital

profit.)
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d) Calculation of Revenue profit:

Profit for six month (1,80,000 x 6/ 12) = 90,000
Revenue profic = 90,000

For holding company
For subsidiary company

I

1]

90,000 x 3/5 = Rs.54,000
90,000 x 2/5 = Rs.36,000

(Note: Since reserve and profit and loss account on 1* January, 2011 is earned before acquisition
date and only six months average profit is earned after the date of acquisition (1™ July to
December). So revenue profit is six months average profit for the year.)

SROT-Y: FEHEEA® T/ qtwr fFufor (To caleulate minority interest)

HEAF FHAH WIS [ S GRE T A REr gedE FAEr s
AELEF FAT A | TR TR SFeqaeged® JaH (Minority shareholder) %P1 |
WWWWWWMWWW%@WI
T HATUGEATF A ALhd [, FATHLEEF {STq ATET T FAqqgEq S ATITT ATH
TS | R ST WTeT AT AT e WuAT qwe sreraee e oY AT ardters werdes |

Minority Interest
Particulars Amount
Paid up equity capital held by minority share holders. XXX
Paid up preference share of minority share holders XXX
Share of minority share holders in:

a) Capital profit 0
b)  Revenue profit XXX
¢) Increased value of assets XXX
d) Preference dividend XXX
Total (A) XXX

Less: Share of Minority share holders in:
a) Capital loss XXX
b) Revenue loss XXX
c) Decreased value of assets’ XXX
Total (B) X0
Minority Interest (A - B) XXX

(Note: If increased and decreased value of assets is treated as capital profit in step-3 then it is not

included is calculating minority interest.)
Alternatively,

Share capital [share of minority]

Preference share of subsidiary company

Capital profit [share of minority] ...

Revenue profit [share of minority] .....

Total

ABC Company has equity capital of Rs.5,00,000 divided into share of Rs.100 each. XYZ
Company acquired 80% share of ABC Company @ Rs.250 each on 30" March 2011. On the date
of acquisition there was profit and loss account credit balance of Rs.50,000 and reserve of
Rs.90,000. Reserve and profit and loss account at the end of December 2011 were Rs.1,00,000 and

Rs.2,20,000 respectively.
Required: a)
d)

Date of acquisition
Revenue profit
Solution:

b) Contribution Ratio c)
¢) Minority Interest

Capiral profic

a)  Calculation of Date of acquisition is 30" March, 2011
b)  Calculation Contribution Ratio = Holding : Minority
=XYZ Co.: ABCCo.=80:20=4:1
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¢)  Calculation of Capital Profit:
Profit and Loss account = 50,000

Reserve = 90,000
Capital Profit = 1,40,000
Share of XYZ Co. = 1,40,000 x 4/5
= Rs.1,12,000

Share of ABC Co. = 1,40,000 x 1/5 = Rs.28,000
d) Calculation of Revenue profit:

Profit and Loss account (2,20,000 — 50,000) = 1,70,000
Reserve (1,00,000 — 90,000) = 10,000
Revenue profit = 1,80,000
Share of XYZ Company = 1,80,000 x 4/5 = Rs.1,44,000
Share of ABC Company = 1,80,000 x 1/5 = Rs.36,000

e) Calculation of Minority Interest:

Share capital of Rs.100 each (ABC Co.) = 1,00,000
(20% of Rs.5,00,000)
Capital profit (ABC Company) = 28,000
Revenue profit (ABC Company) = 36,000
Minority Interest = 1,64,000

|UT-%: faeoT |nr fRuioT (To ascertain cost of control)

mtmmmr@mtmaﬁwaﬁmﬁmﬁs s
Fra=oT ST (Cost of control) #T Frefter TR | frarmror @ frraftor et darcer 3ifend e T
el ATHIRT SIS TN e T a1 @ (Goodwill) F7 WTAT sfima ST (Capital
reserve) A AT €0 | TR THRA AEEIAH @GS SEE0 W dofira SrreTary
s T@ES |

Cost of Investment /Cost of Control

Purchase value of equity shares acquired /investment in subsidiary COmpany ... 1 i’ XXX
Purchase value of preference shares acquired...........umwmmesssesen S B e \ | XXX
Proportionate share Of CapItal 10SS ......ccuewvressmmssssssrsssmsssssssssisssssssssis s s (5 i 0 00K
} T
Less: Paid-up value of equity Shares 8CqUINEA ........cuwumssesssmumseessssmmsssssssssssrssssssnsssssssssss e \ xxx';
Paid-up value of preference shares acquired o SR e v XXX
Proportionate share in Capital Profit...........umesenmmsessnmsssssssnsssssssnnses | XXX|
Proportionate share in pre-acquisition dividend........ s _L _x‘xg('!A XX
Goodwill / Capital Reserve| | XXX (xxx)

The goodwill is recorded in the assets side of the consolidated balance sheet. If there is capital
reserve, it appears in the liabilities side of the consolidated balance sheet.

Alternadively,

Particular | Amount | Amount
Investment in equity share capital of subsidiary company P I
Investment in debenture of SUDSIIANY COMPANY ......uueessserissuissssissmmmissssssmsseisssssss st sssesissss WL G 1
Investment in preference share capital of subsidiary company........

Less: Par value of equity share investment in subsidiary COMPANY ..........cuuwwereessssemssssssseivcnnn
Par value of debenture investment in subsidiary COMPANY ......rvurrivimsssrmssssiismssssssinsssssenisces i ......
Par value of preference share investment in subsidiary COMPANY w......ccceveseessssssssssssissssssone (% 0R
Capital profit share of holding COMPANY ......cocuveseessusssssesisssnne g ?
{ Pre acquisition dividend share of holding company.....

L If positive gcod\ﬁmlf Béégﬁe-éa—pi_tvarlrreéén_l; B ;...:.!(.1....)
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Following information are pravided:

I e M R S R e e e e Rs.1,00,000
e R b s A ke L R Rs.2,00,000
Investment 6f H. Company in shares of S. Company is 4,000 shares for....................... Rs.5,00,000

Required: (a) Minority interest (b) Cost of control
Solution:
Contribution Ratio = Holding : Minority = 4000:2000 = 2:1
a) _Calculation of Minority Interest

Paid up value of 1/3 shares of B Ltd (i.e. Rs.6.00,000 x 1 13) Rs.2,00,000
113 of Capital Profits (i.e. Rs.1,00,000 x 1/3) Rs.33,333
1/3 of Revenue Profits ( i.e. Rs.2,00,000 x 113) Rs.66,667

Minority Interest|Rs.3,00,000

b) Calculation of Cost of Control: G

Cost of investment in shares of B. Ltd. Rs.5,00,000
Less:Paid up value of 2/3 shares of B. Ltd (i.e. Rs.6,00,000 x 2/3) Rs.4,00,000
2/3 of capital profits in B. Ltd.( i.e. Rs.1,00,000 x ) R 66,667|Rs.4,66,667

Goodwill] Rs.33,333

AIVT-9: THHA AATTHT TR (To prepare consolidated balance sheet.)
Wwﬁrmmmraﬁmmmmwwm
ATHATT TR RS | SrEars et gtsmr IKT TRTH & :
%) THIGd STHETTAT @3t YfHee (Items and included in consolidated balance sheer)
®) A FAEAERT TGO FEAG A WA @,
@) WEEH FEAF FIC St '
M WEEH FAAH ST T a=d
") HT FA FRERETE g S AT
¥) A FEALFRERETE Rsfr g% s7um Arer
) UHIHd IHATTAT I@T3T e (Items include din consolidated balance sheer)

#) @t A {ofra srirer W) AAEAF /A
THHT TEAH TAT AR 5—
-Consolidated Balance Sheet of H Ltd. and Its subsidiary S Ltd.
% ASON...0 0
Liabilities Amount Assets Amount

Share Capital: Fixed Assets:

Equity Shares of Rs each (H{RI!) S s xxx|Goodwill (As per working note vi)....................... XXX
Minority Interest (As per working note Yhecss xxx|Other fixed assets: H Ltd. e XXX

Reserve and Surplus: Bilitds oottty XXX XXX
Minority Interest (As per working note v)............. xxx|Current Assets: Stock:

Capital Reserve (As per working note V) ) R XXX Halldk.. .o oata sy XXX

General Reserve (H. Ltd.) v......oooooovvvoovvooooo, XXX S s R XXX

Profit and Loss Account: H. Ltd .............. XXX Less: Unrealized profit...................cccorsrmsn. XXX XXX
Add: Share in revenue profits of B Ltd. ....... XXX Other current assets: H. Ltd. .. S 00K

Less: unrealized profit ............... . XXX XXX OcLitd assis i XXX

Long term Liabilities: H. Ltd, . o XXX Less: Mutual owing XXX XXX
‘ Saltdistm ol o XXX XXX
Current liabilities: ~ H. Ltd. .................... XXX
Sl it XXX
Less: Mutual owing ..........ccceveveerevnvrvnnn, XXX XXX
XXX XXX
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lllustration - 5
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H. ltd purchased 24,000 shares of S. Ltd. on 1* July, 2009. The comparative Balance Sheets of H

Ltd. and S Ltd. on 31" December, 2009 were as under:

Liabilities Hid. | SLtd. Assets Hid. | st. |
Equity Shares capital of Rs.10 each | 5,00,000 3,00,000/Land and Building..........ceemseeriesennnnes 1,50,000{ 1,25,000
General Reserves (01/01/2009)....... 50,000|  25,000{Plant and Machinery ..........cueusssesees 1,00,000) 1,17,000
Profit and Loss Account : Fumiture 37,500{ 25,000
Balance on 01/01/2009. ; 25,000 5,000|Sundry DebOrS......c.uireussssiisusssesenns 25,000f 35,000
Profit for 2009.........cummmenesssrsssssenisse 37,5000  12,000{Cash at Bank ........cccvsesmssesvieussasassinns 10,000{ 25,000
Creditors .| 1,00000/  25,000(24,000 Sharesin S Ltd., at costRs.15 | 3,60,000( -
Stock 30,000 40,000

3,85,000{ 1,35,000

3,85,000{ 1,35,000

Required: Consolidated balance sheet.
Solution: .
a) Calculation of Ratio of Interest between H Ltd. and Minority:

No. of equity shares held by H Ltd. in S Ltd. 24,000
HLd = =N, of equity shares issued by S Ltd. x 100 = 3 5og * 100 = 80%
Minority = 100% - 80% = 20%, Holding ratio = 4:1

b) Calculation of Capital Profit:

General Reserve balance of 01/01/2009

Rs.25,000

Balance of Profit and Loss Account on 01/01/2009

Rs.5,000

Profit for the year up to 30-06-2009 (for 6 months) (i.e. 12,000 x 6/12)

Rs.6,000

Capital Profit| Rs.36,000

o) Calculation of Revenue Profit: :

Profit for 6 months from 01/07/2009 to 31/12/2009 (i.e., RS.12,000 X 6/12).....cccoessivvvsssne

@ ; Rs.6,000

Revenue Profit

Rs.6,000

Share of H Ltd in Revenue Profit = Rs.6,000 x 80/100 = Rs.4,800.

d) Calculation of Cost of Control:

Cost of Investment for acquiring 80% shares in S. Ltd

T

Less: Paid up value of 80% Share Capital of S Ltd (i.e. Rs.3,00,000 X 80/100)........ceeerrunnens
80% of Capital Profits in S Ltd. (i.e. Rs.36,000 x 80/100)

............ Rs.2,40,00

Rs.28,80( (268,800)
Goodwill or Cost of Control 91,200

¢) Calculation of Minority Interest:

Paid up value of 20% Share Capital of S Ltd. i.e. Rs.3,00,000 x 20/100)

......... Rs.60,000)

20% of Capital Profits (i.e. Rs.36,000 x 20/100)

......... Rs.7,200

20% of Revenue Profits (i.e. Rs.6,000 x 20/100)

.| Rs.1.200

Minority Interes_{ Rs.68,400

Consolidated Balance Sheet of H Ltd. and Its Subsidiary S Ltd.
As on 31 December, 2009

Liabllities Amount Assets | Amount
Share Capital: Fixed Assets: GOOAWIIL.....oivecsssnanionsessssniss 91,200
Equity Shares of Rs.100 €aCh ... 5,00,000{Land and Bullding:H Ltd.........cccoooeco. ,50,000
Reserve and Surplus: S.Ltd. ...... ...1,25000( 2,75,000
General Reserve 50,000 Plant and Machinery:H Ltd..... ...1,00,000
Profit and Loss Account: S.Ltd. . ...1,17,000! 2,17,000
Balance on 1-1-2009 .......cuuvmsersssenns 25,000 Furniture: HLd.... ..37,500
Rrofitfor 2000 i csississsmssssevisns 37,500 S, i gBQ00] 62,500
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|VAdd:Sham in Revenue Profit of S Ltd. ...... 4,800 67,300Current Assets: Stock:H. Ltd. ............. 30,000

H Minority Interest 68,400 Sl 40,000 70,000
Current Liabilitles: ; Sundry Debtors: H. Ltd. .................. 25,000

i Creditors: H. Ltd. ...................... 1,00,000 S.Ltd. .. v 35,000 60,000
! S.Ld. ... 1,25,000{Cash at Bank: H Lt ... 10,000

5 Sl 25,000 35,000
|

8,10,700 8,10,700

HE AEAUUT THRAGAEE (Some Important Adjustments)

) UREURS T@RA ar X ST BRIEREE (Mutual Owings or Inter-Company

Transactions)

r@mtﬁrmmaﬁa@mmmﬁmm (Mutual Owings)
D | IR AT ST—het FREAEE (Inter-Company Transactions) are fasfar et

) WWH@' (Debrors and creditors)

3) W’T‘fﬁmw&'ﬁ (Bills receivable and payable)
Wmmnﬁmw—mmﬁ%@ﬁmwmﬁﬁmﬁ{ﬁ

ﬁaqﬁr@mwﬁwwm@ﬁqﬁ@aﬁmmn AT~

fe@rr Z& (Discount of bill) FFATeSy TREFY W TS =Ted TE A AR fastr T |

a‘m’rmmmaﬁzaars‘uirmaﬁammm%@mml H-FHT qfraeTs gerdar

wﬁtaﬁawwmmgﬁnﬁnﬁqﬁal

a)  Purchase of goods on credit by the holding company to the subsidiary or vice versa/debrors
and creditors. Inter-company debts for the sale of goods on credit owing by one company to
the other company in the same group should be eliminated from sundry debtors and sundry
creditors. For example, if the holding company sells goods to its subsidiary for Rs.10,000 on
credit, it will appear as one of the sundry debtors in the Balance Sheet of holding company
and as one of the sundry creditors in the Balance Sheer of the subsidiary company. It is an
internal debt and is neither an external asset nor a liability of the group. While preparing
consolidated Balance Sheet, sundry debtors of both the companies are to be added together.
Similarly, sundry creditors of both the companies are to be added together. From this merged
balance of sundry debtors and sundry creditors, a sum of Rs.10,000 is to be deducted from
both the balances. If the above adjustment is not done it will lead to an over-statement of the
figures for current assets and current liabilities in the Consolidated Balance Sheet.

Exsanple: “iLoS@SRsca Balance Sheet of H. Ltd
R 4, R Amount | Assets [ Amount
Creditor......... 2,00,000|Debtor... 5,00,000
S22 AT 1 e iy ____Balance Sheet of S. Ltd W e ) 7.
T ___Liabilities _Amount Assets Amount
TR ¢ R 2,00,000/Debtor 4,00,000

Additional Information:
Creditor of S. Ltd. includes Rs.40,000 supplied by H. Ltd.
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Solution: " Preparation of Consolidated Balance Sheet (Relevantitem)
Liabilities Amount Assets _ | Amount
St B L e e 2,00,000 Debtors: H. Ltd 5,00,000/
S. Ltd 2,00,000{ 4,00,000 Ol e i sttty 4,00,000| 9,00,000
Less: Mutual obligation (40,000)Less: Mutual obligation (40,000)
3,60,000 8,60,000

b) Inter company bills of exchange/Bills reccivable and bills payable.

Bills drawn or accepted either by the holding company or its subsidiary are not an outside
obligation. The item "Bills Receivable” in one company's Balance Sheer and corresponding item
"Bills Payable" in another company's Balance Sheet are to be cancelled out against each other like
ordinary debts. :

But if some of the bills are discounted, their adjustment is not possible because they are no
longer an inter company obligation. When a bill is discounted, it will have to be paid by the drawer
(if not, by the drawer in case of dishonour) to the bank (outside the group). Bills discounted
generally appear at the bottom of the Balance Sheet as a contingent liability. In the Consolidated
Balance Sheer it will also appear as a contingent liability. Only the face value of the bills that are
drawn on -outsiders and subsequently discounted will appear as a contingent liability in the
consolidated Balance Sheet as a footnote.

{llustration — 6

The Balance Sheets of H Ltd. and S Ltd. on 31" December, 2012 were as under:

Liabilities Hitd. = SLtd.  Assets | Hid, | SLd.
Equity Shares capilal of Rs.100 each. |  90,000] 22,500 BUIGING.....crmsmsmsssimsssssssss | 27,0000 -
iGeneraI Reserves (01/01/2012).......... 13.500; 4,500|Machinery 90,000{ -
|Prom and Loss Account : l SHOCKT: criinterssissassHssutizrivpsssntissssssransssaine | 18,000, 38,250
| Balance on 01/01/2012 ....ocevev 18,000,  9,000;Debtors | 4500, 13,500
| PrORfOr the Year......uwmmes 22,500  11,250/CaS .oevsrsrnrssree | 4500] 4,500
| Creditors | 22500{ 13,500{135 Shares in S. Ltd. .cccervrvrvrvr | 29250 -
b, BUS PEYBDIO vt 6750, - |Bills ReCeivable ... |t = | 4500
i. 173,250 60,750 - 173,250 60,750

Additional Information:
a)  Shares were purchased by H. Ltd. on 31" June, 2012.
b) Bills receivables of S. Ltd. are accepted by H. Ltd.
¢) Debrors of S. Ltd. include Rs.6,000 of H. Ltd.
Required: Consolidated balance sheet of H. Ltd. and S. Ltd.

Solution:

a)  Calculation of Ratio of contribution between H Ltd. and S. ltd.:

No. of equity shares held by H Ltd. in S Ltd. 5135 e
H. Lud. No. of equity shares issued by S Ltd. X450 # ons XH {100 g

S. Lud. = 100% — 60% = 40%, Holding ratio = 3 : 2
b) Calculation of Capital Profit:

(General Reserve balance of 01/01/2012 ... oo T e g TRs A5
Balance of Profit and Loss Account on 01/01/2012. ... co... v | Rs.9,000
Profit for the year up to 30/06/2012 (for 6 months) (i.e. 11,250 X 6/12)....... o biumiindine | Rs.5625

“Capital Profit|Rs.19,125

c¢) Calculation of Revenue Profit:

Profit for 6 months from 01/07/2012 to 311272012 (6., RS 11,250 X 6112) . BT | Rs 5,625
Revenue Profit, Rs.5,625

Share of H Ltd in Revenue Profit = Rs.5,625 x 60/100 = Rs.3,375
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d) Calculation of Cost of Control:

Cost of Investment for acquiring 60% Shares in S Ltd...............covevreereruereemooeooossessessessesseesonn Rs.29,250
Less:Paid up value of 60% Share Capital of S Ltd (i.e. Rs.22,500 x 60/1 00)
60% of Capital Profits in S Ltd. (i.e. Rs.19,125 x 60/100) Rs.11,475 |(Rs.24,975)
Goodwill or Cost of Control 4,275
e)  Calculation of Minority Interest i.e.100% — 60% = 40%:
Paid up value of 40% Share Capital of S Ltd.,(i.e. Rs.22,500 x 40/100) Rs.9,000
40% of Capital Profits (i.e. Rs.19,125 x 40/100) Rs.7,650
40% of Revenue Profits ( i.e. Rs.5,625 x 40/100) Bt Rs.2,250
Minority Interest|Rs.18,900
Consolidated Balance Sheet of H. Ltd. and S. Ltd.
As on 31 December, 2012
Liabilities Amount Assets Amount
Share Capital: .... Equity Shares of Rs.100 each 90,000|Fixed Assets:
Minority Interest . 18,900 Goodwill......... ) 4,275
Reserve and Surplus: General Reserve........... 13,500 Building (H Ltd.) 27,000
Profit and Loss Account: Machinery (H Ltd.) 90,000
Balance on 01/01/2012 ....18,000 Current Assets: Stock:
Profit for 2012................... 22,500 H. Ltd. 18,000
40,500 S. Ltd 38,250 56,250
Add: Share in Revenue Profit of S Ltd. ....3,375 43,875| Debtors: HLtd. .........coococcevrrrreenrrerenrineriene 4,500
Current Liabilities: Creditors: Silitds S 13,500
HLtd. .. 18,000
SHdA e e 13,500 Less: Mutual OWINGS ......ccccouresrmsnssrnss (2.700)| 15,300| °
Cash:H L. ol 4,500
Less: Mutual OWiNgs ..........coovvvvveenennn, (2,700) 33,300 St et s 4,500 9,000
Bills Payables:H. Ltd. ............cc.ccoeeruenne 6,750 Bills Recelvables: H Ltd. ..........cccooeverenrrvnnne. Nil Nil
S.Ltd...... S fareenissiiioss Nil SLd. 4,500
6,750 4,500
Less: Mutual Owings ...........cooeevve, (4.500) 2,250|Less: Mutual OWings ...........ceeouereveennsenne (4,500)
2,01,825 2,01,825

q) SR-BEAIST UG AR (Unrealized Inter-Company Profits)
T FAT T TS HAIAIGEH! dT9HT aHH @Rl &7 oo | a&r @ie ftr
AT I FHRET TOH T | WAHEE h S E ST AH AT § qT AEAHe
UIRTAHT WA T GRS | W HISIaAT WA WA G ATETAT ST AT
(Unrealised profit) %f=5 | starer ohrens Uebiepa araaradr d@sed | &l qEwrs afae
TEHT ATHTEIE T30 T WAl T&T Hisaraare 9ers-o | gaens (e e 1 afes |
?) mmﬁ@ﬂq(haﬁtoncost)z

%

Id stock x rate of profi
Unsold stock x rate of profit R L P T

100 + Rate of profit
) fafs HeIHT AT6T fewar T (Profit on sales)

Unrealized profit on unsold stock =

sold stock f profi %
Unrealized profit on unsold stock = b lgomtc S PrO _ Unsold stock x 1—006

Note:
o It is deducted from stock in assets side of consolidated balance sheet
° It is also deducted from profits for the year in liability side of consolidated balance sheet.
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llustration - 7

7 sy e 9%

H. Ltd. purchased 1,000 Shares of S. Ltd. on 1* January, 2012. The followings are the comparative
Balance Sheet of the two companies as on 31" December, 2012:

Liabllities H. Ltd. S. Ltd. Assets H. Ltd. S. Ltd.

Equity Shares of Rs.100 each...... 2,50,000{  1,25,000{Building 62500 37,500
General'Reserve (01/01/2012)..... 50,000 25,000 |Machinery .......coeeesuusssessssenssessssee 62500 75,000
Profit and Loss Alc (1.1.2012)...... 12,500 7,500{Inventory 18750 12,500
Profit for the year...........cccceuuvennne 25,000 10,000|Debtors 12500 15,000
Creditors . 12,500 12,500{1000 Shares of S Ltd..........ccoeeeee. 125000 -
Bills Payable..........cccouveeeurnccrisens 3,750 1,250 Bills Receivable 10000 1,250
Bank 62500 40,000

3,563,750,  1,81,250 3,53,750|  1,81,250|

(a) Bills receivable of H. Ltd. includes Rs.1,250 accepted by S. Ltd.

(b) Debrors of H. Ltd. include Rs.6,250 due from S. Ltd.

(6 Inventory of S. Ltd. includes goods purchased from H. Ltd. for Rs.7,500 at a profit of 25 %

on cost.

Required: Consolidated balance sheet of H. Ltd. and S. Ltd.

Solution:

a) Calculation of Ratio of contribution between H. Ltd. and S. Ltd.:
b - Mot e S 01000 1. g
S.Lid. = 100% — 80% = 20%; Holding ratio = 4:1
b) Calculation of Capital Profit:
General Reserve as on 01/01/2012 Rs.25,000
Profit and Loss Account as on 01/01/2012 Rs.7,500

Capital Profit|Rs.32,500

¢) Calculation of Revenue Profit:

Profit for the year 2012

Share of H. Ltd in Revenue Profit = Rs.10,000 x 80/100 = Rs.8,000

Revenue Profit|Rs.10,000

..|Rs.10,000

d) Calculation of Cost of Control:

Cost of investment

Less: Paid up value of 80% Share Capital of S. Ltd

............. Rs.1,00,000

80% of Capital Profits in S Ltd.

Rs.26,000

Rs.1,25,000

(1,26,000)

Capital Reserve| Rs.1,000

¢) Calculation of Minority Interest:
Paid up value of 20% Share Capital of S Ltd...... bR e S e SRR SRPS £ AT AR, A Rs.25,000
20% of Canltal Profits’ .. oo hsitiai et it ives Rs.6,500
0% OF ROVOIIIE PIOMS. i sosevivsisssssasotossssostonsonss nassoasasstos iibsesomndopsuissssnassammssbinsssssssspanssatisgiontsssonsssn shnssapaisssisassisssse Rs.2,000
Minority Interest|Rs.33,500

f)  Calculation of Unrealized Profit on Stock
Rate

25

Unrealized Profit = Value of Stock x 100 + Rate = 7,500 X 1505 25 = Rs.1,500
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Consolidated Balance Sheet of H Ltd. and . Ltd.

e As on 30" December, 2012
N, Liabilities Amount Assets Amount
Share Capital: Fixed Assets:

Equity Shares of Rs.100 each.................. 2,50,000| Building: H. Ltd. ........coooocooorrrermrrrsrrrnnns 62,500 -
Minority Interest {33,500 N7 PEEREER b o e 37,500 1,00,000
Reserve and Surplus: ? Machinery: H. Ltd. ..........couummmmsmmmemnnnne 62,500

Capital Reserve 1,000 SR s sk s 75,000/ 1,37,500

General Reserve (01/01/2012) .........cun..... 50,000|Current Assets:

Profit and Loss Account: Stock: H. Ltd. 18,750

Balance on 01/01/2012 S. Ltd. . 12,500

Rrofitfor 2012 st Less:  Unrealized profit................ccceee (1,500) | 29,750
Add: S. Ltd's Revenue Profil Sundry Debtors:
|Less: Unrealized Profit .................. | 44,000 H. Ltd. 12,500
Current Liabilities: i S. Ltd. . 15,000

Creditors: 27,500
2 H. Ltd 12,500 Less:  Mutual OWiNGS .......cccoorvrrvernnns 6.250 21,250
i SHIB 0 SRR AR 12,500 Cash and Bank:

; 25,0001 | H L s AR ARRIR, 62,500
| Less: Mutual Owings ............. 6.250) 18,750, S. L. 40,000| 1,02,500
Bills Payable: Bills Receivable:
I [ L 1 ek SR N e e Y 3,750 R g e s 10,000
2 ST sl S R S 1,250 S. Ltd. .. 1,250

5,000 11,250
i___LeisL Mutual OWINGs ..........c.eu. 1,250 3,750/Less:  Mutual OWings ...........c.coonrrven. 1.250) ! 10,000
I 4,01,000 | 4,01,000

) QRGETAT TR qor ¢ (Goods-in-Transit and Cash-in-Transit)

STHl FANH HHAT T FEH T GEEH FAAGEA AT GIHAF AREI T
T | T YEHEH O A FEAREAET TeR ARERE g7 9RO | G 9 T
Tt Fre o ™ Rfed g wmee | g@r s @ 9 T 9Ranr g
YSTSTH WHIT AT T77E U THUAT JHATS TNERTAT G q4T TS SRS | TREETH Qe
AT AL ORI ST THIGT STaCTaHT TR TEHT STAHETE 92570 T IRETaT amHT
(Goods-in-transit) AT Tmfy 3@ | @ YRGETAT TEHT SFTAITAT U GHRT qEET

STHTHIEIE 921§ YREEHT € (Cash-in-transic) FdFaT Goafy @ |

|llustratiof =8
The Balance Sheet of H. Led. and S. Lid. as at 31% Ashadh, 2068 were as follows:

[ Liabilites | HLtd. (Rs.) | S.Ltd. (Rs) | Assets | HLtd. (Rs) [ S.Ltd.Rs.)
{Share Capital (Rs.100 each)............ | 11,50,000 4,60,000! Fumiture ] 6,90,000,  4,60,000
|General Reserves on 01/04/2067 [ 1,15,000 69.000f|nvestments ........................................ | 3,22,000| 46,000
|Profit and LosS AC ..o, ! 92,000 46,000/ INVENIOMES ..o oeererer s | 2,41,500[ 69,000
(Credtors Bis....... | 1495000 103,500 Deblors | 1840000  1,15,000
(PaYEB . =l 34,500 Bank BAENCE...coreeemce | 690000 22300
[ 15,06,500  7,13,000 | 15,06,500]  7,13,000

Additional information:
i) H. Ltd. Purchased 2,760 shares S. Ltd. on 1* Kartik, 2067 at Rs.3,22,000.

ii)  The Profit and Loss Account of S. Ltd. showed a debit balance of Rs.27,600 on 1* Shrawan, 2067.
iii) Debtors of H. Ld. include Rs.57,500 due from S. Ltd., while creditors of S. Ltg. include
Rs.46,000 and the difference as a bank draft of Rs.11,500 sent by S.Ltd. on 25" Ashadh,

2068 was not received by H. Ltd.
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iv) The inventory of S. Ltd. includes goods worth Rs.13,800 purchased from H. Ltd. which was
sold by latter company at a profit of 100/3% on cost.

Required: Consolidated Balance Sheet as on 31* Ashadh, 2068.

Solution:
a) Calculation of Ratio of Contribution between H Ltd. and S. Itd.:
No. of equity shares held by H Ltd. in S Lid. 2,760 .
H.Ld. = No. of equity shares issued by S Ltd. x 100 = 4, 600 > x 100 = 60%.
S.Lid. = 100% — 60% = 40%; Holding ratio = 3:2

b) Calculation of Revenue Profit:
Profit after the date of acquisition (46,000+27,600) x 9/12

H. Ltd’s share in Revenue Profit
c) Calculation of Capital Profit:

Rs.55,200
55,200 x 60% ="Rs.33,120.

General Reserve as on 1% shrawan,2067 Rs 69,000
Debit balance of Profit and Loss Account as on 1% shrawan,2067. I(Rs.27.600)
Profit eamed up to 30" Ashwin, 2067 (46,000 + 27,600) x 3/12 I Rs.18,400

Capital Proﬁti Rs.59,800

d) Calculation of Cost of Control:

T e T i b e e € e O T TR o G R T IO M el | Rs.3,22,000
Less: Paid up value of 60% Share Capital of S. Ltd. .......ccoocciieeviiiiis Rs.2,76,000 |
60% of Capital Profits in S. Ltd. : Rs.35,880 |(Rs.3,11,880)

Goodwill] Rs.10,120

e) Calculation of Minority Interest:

Paid up value of 40% Share Capital 0f S Ltd. .........cvimnvecriisenisimmiinssssisisiiisisns !Rs.1,84.000
40% OF CAPIA! PIOMLS 1..cessevsssuseesssssessesssssasssmsmsssssmssssssssssssssssssssssssssss ssssssssssssssssssssussssssssssssmsssssssssss s s | Rs.23,820
40% Of REVENUE PIOMILS.....c0ueerersusnssiorissssrisssssssssesssssisarssssssssasssesssssssrsnnss e A Sl TR | Rs.22,080

Minority Interest  |Rs.2,30,000

f)  Calculation of Unrealized Profit on Stock:

Ra 3
Unrealized Profit = Value of inventory X ﬁo—ﬁﬁ = 13,800 x _1_602—%% = Rs.3,450.

Consolidated Balance Sheet of H Ltd. and S. Ltd.
As on 31% Ashadh 2068

Liabilities | Amount Assets | Amount
Share Capital: [Fixed ASSEtS: GOOGWIll w.oooovrerrrrerrcsresrrcree | 10,120
Equity Shares of Rs 100 each .................. ‘ 11,50,000 Furniture: |
Minority Interest | 2,30,000 o Bl 1 JER 00 RO 6,90,000 !
Reserve and Surplus: f S Ll 4,60,000{11,50,000
General Reserve | 1,15,000 Investment (S. Ltd.) ; 46,000
Profit and Loss Account: { Current Assets: Inventory: 5
R S e R e 92,000 HE A s i e 2,41,500|
Add: S. Ltd's Revenue Profit.......... 33,120/ . CRE R B R ey U e 69,000 |
Less: Unrealized Profit 2 1,21,670

Current Liabilities i Less: Unrealized Profit “ 3,07,050
Creditors: H. L. .....ccoevrevernicrsn 1,49,500 Debtors:  H. Ltd. .ccorre ... 1,84,000|
s.ud. ... 1,03,500/ | S R s 15,
Less: Mutual OWings ......ceecveivies 46,000) | 2,07.000‘
Bills Payable: : Less: Mutual Owings ........ ( 57,500 )' 241,500
I R Nil| (TR (CT T J——— 11,500
S. Ltd. ..34500|  34,500( Bank:  H.LU. s sg,oooé

| ‘ e v 23000, 92,000
5. 1718,58,170 T 18,58,170
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w) fx swafter wWHREs (Revaluation of Fixed Assets)
mﬁwwmmwmmmmmﬁm
TR | THEATE HHA T P 2Ees
1 T T T Ry [RHRTEET (Revaluation of Fixed Assets of Holding Company):

W@hmmwmmmm@nﬁmmﬁw

RN R | :

) ﬁmmmwm,wmwmmmrw
AT AR S wier s deee | we gwerd ey e
(Goodwill written off) If¥ TanT 7t |

m)u&mmqwmmmmmmrmm
TEAT YT STRT o1 WIS ST A7 AEHIeET @RI 9o |
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lllustration - 9
The Balance Sheet of H. Ltd. and S. Ltd. are as follows:
H. S HLtd. | S.Ltd.
Liabilities LtdRs,) | Ltd.(Rs.) MstiE (Rs) | (Rs)
Share Capital (Rs.100 per share) 3,50,000{ 2,10,000{Land and Bullding, & it s 70,000{ 42,000
Capital Reserve.........oo...oocouunnn..., 28,000 7,000{Plant and Machinery..................ooo... 1,05,000 1,40,000
General Reserves ... 56,000]  42,000|Investment (18,900 shares in Sid)... 236,250 -
Profitand Loss A/c..........coooon.nn. 35,000/  21,000{Inventory 70,000{ 84,000
Sundry Creditors ................coo..... 56,000{  35,000(Sundry Debtors y 29,750 35,000
Bank Balance . 14,000 14,000
5,25,000/ 3,15,000 5,25,000] 3,15,000

Additional Information: ;
*  On the date of purchase, H. Ltd. revalued its Land and Building at Rs.84,000 and Plant and
Machinery ar Rs.87,500.
*  Sundry Debrors of H. Ltd. includes Rs.7,000 due from . Ltd. Inventory of H. Ltd. includes
Rs.14,000 purchased from S. Ltd, which made 20% profit on sales.
® At the time of purchase, S. Ltd. Company had Rs.7,000 in Capital Reserve, Rs.28,000 in
General Reserve and Rs.7,000 in Profit and Loss Account,
Required: Consolidated Balance Sheet
Solution:
a)  Calculation of Ratio of contribution between H. Ltd. and S Ltd.
_ No. of equity shares held by H. Ltd. in S. Ltd.

H. Led. No. of equity shares issued by S. Ltd. x 100
- ooy x 100 = 90%
Minority = 100% - 90% = 10%: Holding ratio = 9:1
b) Calculation of Capital Profit:
Capital Reserve of S. Ltd. at the time of purchase ) .. | Rs.7,000
General Reserve of S. Ltd. at the time of purchase . | Rs.28,000

Profit and Loss Account of S. Ltd. at the time of purchase.......... Rs. 7,000

Capital Profit| Rs.42,000
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c) Calculation of Revenue Profit:
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Capital Reserve after the date of purchase (7,000 — 7,000) Nil
General Reserve after the date of purchase (42,000 - 28,000) Rs.14,000
Profit and Loss Account after the date of purchase(21,000 — 7,000) Rs.14,000
Revenue Profit| Rs.28,000
H. Ltd's share in Revenue Profit = Rs.28 000 x 90/100 = Rs.25,200 |
d) Calculation of Cost of Control:
Cost of Investment Rs.2,36,250
Less: Paid up value of 90% Share Capital of S Ltd Rs.1,89,000
80% of Capital Profits in S. Ltd. (i.e. Rs.42,000 x 90/100) Rs.37,800 ((Rs.2,26,800)|-
Goodwill Rs.9,450
e) Calculation of Minority Interest:
Paid up value of 10% Share Capital of S. Ltd., Rs.21,000
10% of Capital Profits of S. Ltd. Rs.4,200
10% of Revenue Profits of S. Ltd. Rs.2,800
Minority Interest| Rs.28,000
f)  Calculation of Unrealized Profit on Stock:

Unrealized Profit = Value of Stock x _}}8%: = Rs.14,000 x lzToo = Rs.2,800

Adjustment of Revaluation of Assets of H. Ltd.:

Capital Reserve of H. Ltd. on closing date Rs.28,000
Add: Profit on revaluation of land and building (Rs.84,000 — Rs.70,000) Rs.14,000
Less: Loss on revaluation of plant and machinery (Rs.87,500~ Rs.1,05,000) (Rs.17,500)

Capital Reserve of H Ltd at the end Rs.24,500
Consolidated Balance Sheet of H. Ltd. and Y Ltd.
As on
Amount Assets Amount
Share Capital: Fixed Assets:
Equity Shares of Rs.100 each............. 3,50,000|Land and Building:
MInority Interesti il iidii s [ bt s e £ R 84,000
Reserve and Surplus: 28,000 Sl s el 42,000 1,26,000
Capital Reserve..........c.euuvneeee 24,500 Plant and Machinery:
Less: Goodwill..........coovurrrerneens 9450 1 B 1 Bl it e e 87,500
General Reserve 15,050 S 1,40,000 | 2,27,500
Profit and Loss Account: 56,000(Current Assets: Inventory:
Profit for year..........cccueerseussnnnns 35,000 HAH0: it SR 70,000
Add: S. Ltd's Revenue Profit... 25,200 (B SRR e e e 84,000
Less: Unrealized Profit............ (2,800) Less: Unrealized profit.......... 2,800) | 1,51,200
Current Liabilities: 57,400|Sundry Debtors:
Creditors:H. Ltd 56,000 H. Ltd. St i 29,750
S. Ltd. 35,000 CRIEL e e e R 35,000
91,000 64,750
Less: Mutual Owings................ (7.000) Less: Mutual Owings .......... 7,000 57,750
.84,000|Bank Balance: H. Ltd. ........ccocurerunns 14,000
Sultdihaioen o 14,000 | 28,000
5,90,450 | 5,90,450

) wEEE ey feaw wwfasr qRHETE@ (Revaluation of Fixed Assets of Subsidiary .
Company): T @RE TF WHAAT e FHAIER Rt wwfar qrferee R fre

faftaa e 1= -

) Aty fer TRt (o aoT aeFr qeaens qefiTa AT A WEE FEATR T
FfY BT (Pre acquisition profit) AT &S |
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am afe Rert wralier e wemr Ry qerard {ST urer A werw s ot
SAfapr ATET (Pre acquisition profit) AT #2139 |

¥ fer g yofares st g e e e |

) STCTHEAS T AT TITHT o ST T4 |

The balance sheets of H. Ltd. and S. Ltd. as on 31" Chaitra, 2069 are as follows:

Liabiiities and capital H.Ltd. Rs.) | S.Ltd. (Rs.) Assets [H.Ltd. (Rs.)[S.Ltd. Rs.)
Equity Share Capital@Rs100 each 90,000 54,000|Land and building .............cc.ccor.. 1,00,800{ 1,09,800
General Reserves 36,000 18,000!Investment ..........c.vevevvereeerrvonnnn, . 34,200 3,600
Profit and Loss Alc 18,000 28,800 Debtors 18,000 5,400
CradiOrS S iesvumininisemmmsen 36,000 1 8.000!Bills Receivables............ccoooreen.... 27,000 5,400
BlllsiRayable .. ..., 27,000 45,000 InVentory ..........coveeeeerrveesrsrrrronn. 18,000 36,000

[Bank balance .........o.oooeoveesssosonee 9,000 3,600
l 2,07,000/ 1,63,800! 2,07,000/ 1,63,800

Other information:

H. Ltd. purchased 360 shares of S. Ltd. on 1% Shrawan, 2069.

General Reserve of S. Ltd. at the beginning of the year was Rs.12,600 and had a debit balance
of profit and loss account of Rs.1,800. :

Land and Building of S. Ltd. are revalued ar Rs.1,08,000.

H. Ltd. drew upon §. Lid,, bills of Rs.18,000 of which bills of Rs.16,200 were discounted
from bank.

The creditors of S. Lid. include goods of Rs.9,000 purchased from H. Led. upon which 20%
profit on sales is made out of which goods of Rs.1,800 is sill in godown.

Required: Consolidated Balance Sheet

Solution:

a)

Calculation of Ratio of Interest berween H. Ltd. and Minority:
_ No. of equity shares held by H Ltd. in S Led 360 2

H.Ld. = No. of equity share issued by S Ltd =540~3° 66.67%
S. Lud. = 100% — 66.67% = 33.33%; Holding ratio = 2:1

b) Calculation of Revenue Profit:

Profit for 9 months [(28,800 + 1,800) x 9/12 + (18,000 — 12,600) x 9/12)] = Rs.27,000
c) _ Calculation of Capital Profit:
i General Reserve as in beginning ................c..o....oo.. Rs.12,600
[ Debit balance of Profit and Loss Account as in T PRl RN s S e (Rs.1,800)
: Profit earned up to 315t Ashadh, 2069 {(Rs.28,800 + 1,800) x 3/12 + (Rs.18,000 - 12,600) x 312)........ Rs.9,000
| Rs.19,800
|Less: Loss on revaluation of land and building of S. Ltd. (i.e. Rs.1,08,000 — Rs.1,09,800) .......cooocooorrooovoo (Rs.1,800)
i Total Capital Profit| Rs.18,000
d) Calculation of Minority Interest: e =
Paid up value of 1/3 Share Capital 0f S Ltd ..o Rs.18,000
113 of Capital PrOfS creemsesstius ebacetor o e i AR S e Rs.6,000
j[@pfjgverlue_P rf‘ﬁ,ts___‘_¥__‘_.______A,__,,-,_h‘__._“.;__;m_ B_S;Q,Oﬂ
[ Minority Interest| Rs.33,000
¢)  Calculation of Cost of Control: '
l Costiof Investmentie. R N E et ¥ : Rs.34,200
iLess: Paid up value of 2/3 Share Capilal of S Ltd. ! Bkt e 36,000
| ___230f Capilal Profts in S Ltd. (ie. Rs.18,000 x 28).......... s 12,000 |(RS.48,000)
| Capital Reserve| Rs.13,300
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f)  Calculation of Unrealized Profit on Stock i.e., 20% on sales:

Unrealized Profit = Value of Stock x %—SB—C = Rs.1,800 x '12—.% = Rs.360

Consolidated Balance Sheet of H Ltd. and S. Ltd.

Ason 31 Chaitra, 2069

T v s 0%

Liabilities Amount Assets Amount
Share Capital: Fixed Assets:
Equity Shares of Rs 100 each .................. 90,000{Land and Building:
Minority Interest H. Ltd. 1,00,800
Reserve and Surplus: 33,000 S. Ltd. 1,08,000| 2,08,800
Capital Reserve Investment 3,600
General Reserve 13,800{Current Assets:
Profit and Loss Account: 36,000{Inventory: H. Ltd. .....oeevrercereeereeeeeesreienns 18,000
Profit foryeara ot S iy 18000 S. Ltd. 36,000
Add: S Ltd's Revenue Profit........... 18000 Less: Unrealized profit.............ccoeurvnn 360| 53,640
Less: Unrealized Profit.........cooucvueune (360) Sundry Debtors:
Current Liabilities: l 35,640 H. Ltd. 18,000
Creditors: H. Ltd 36000 Stllda i s 5400
Silitd aosh i = e SR L 18000 | 23,400
54000 | Less: Mutual OWIngs...........ccoueeeeenne (9.000)| 14,400
Less: Mutual OWings......c...cveeevvunnee 9000 Bank Balance: H. Ltd. .....ccccovvvrivirirennnns 9,000
Bills Payable: | 450000  S.L...... 3600| 12,600
H. Ltd 27,000! Bills Receivable: H. Ltd. ........ccccoevereneee 27,000
O LA s st isnimss s tmsstaseds 45000 | S. Ltd. 5400
Less: Mutual owing .. 32,400
3 | 70,200 Less: Mutual OWings........ccooovueeeneee (1,800)| * 30,600
| 3,23,640 : | 3,23,640
3) WAS TR (AHATE A TTaaT Heag| @@ (Adjustment for Depreciation on
Revalued Assets of Subsidiary Company): TI%d areaTadl YTHTgHa qrfd I@ms

TUHS TAIH el T AR Jeddiasdl Glhe qedpiaa 9 STaters aHrars

THYED |

) afr fer gwfvdr qeg @ewr aewr

grafadT qedgTd el

T |

AETH T el (Iedres ffq T araerasr ffa e safuars fageds | aww
AT ATHT TETS T (AT Hd Tl T9d o 4o |
am afy fer wwmfvdr g 9o, 9eHr @ aUEH G qd M (Appreciation)

THyds | gea 3fg el HwresT T ameras fafaedaer safrard fageds | awe
ST AHT ST T (AT Ha THfh Ied JHd 981340 |

lllustration - 11

H. Ltd. purchased 45000 equity shares in S. Ltd. on 1* July, 2012 at a cost of Rs.55,50,000. On
31" December, 2012 the Balance Sheer of H. Ltd. and S. Ltd. were as follows:

|

Liabilities R e (o R T S N
Equity Shares of Rs.100 each..... 90,00,000{ 75,00,000{LaN.........coovrrrrrrrcrmrmmererernirineneee 60,00,000§
General Reserves (01/01/2012).. |  15,00,000 22,50,000‘;P|anl 15,00,000/
Profit and Loss A/C......cc.ceevveerinnes 13,50,000 18,00.000§lnvestment IS St e s 55,50,000]
CredOrS e et 38,25,000{ 21,00,000!Inventory ... 9,75,000!
\Deblors........ .| 13,50,000
LRI LT T 3,00,000,

1.56.75,000? 1,36,50,000

S.Ltd.

37,05,000
33,75,000
21,00,000
16,50,000
28,20,000

11,56,75,000! 1,36,50,000!



Additional Information:

i)  As on the date of purchase, Land of S. Ltd. over valued by Rs.3,00,000 and value of plant was
valued at Rs.45,00,000.

ii) Depreciation charged on Land and Plant is @5% and 10% p.a. respectively on reducing
balance-method.

iii) Profit and Loss A/c of S. Ltd. as on 01/01/2012 was Rs.4,50,000.
Required: Consolidated Balance Sheet

Solution:
a) Calculation of Ratio of Contribution between H Ltd. and S.Itd:
No. of equity shares held by H Ltd. in S Ltd. 45,000
H.Ld. = No. of equity shares issued by S Ltd. L= 75,000 %100 = 60%
S.Lud. = 100% — 60% = 40%; Holding ratio = 3:2

b) Calculation of increased and decreased values of fixed assets of S Ltd from revaluation:

(a) Revalued value of Plant on 1% July, 2012 Rs.45,00,000
Less: Book value of Plant on 1% July, 2012:
Book value of Plant as on 1% January, 2012 (i.e. Rs.33,75, 000 x 100/90) ..................................... Rs.37,50,000
Depreciation @ 10% up to end of June, 2012 (i.e. Rs.37,50,000 x 10/100 X 6/12).........0c000v ee (Rs.1,87.500) {Rs.35,62,500

Increased value of plant| Rs.9,37,500

(b) Book value of Land at the date of purchase:

Book value of land as on 1% January, 2012 (j.e. R$37,05,000 X 100/95)............ccevvseererersscssssrerees Rs.39,06,000
Depreciation @ 5% up to end of June, 2012 (j.e. Rs.39,00,000 x 5/100 X 6/12). . . ..co...uuverrrssrirnrrs (Rs.97,500) |Rs.38,02,500
Less: Revalued value of Land (i.e. Rs.38,02,500 - Rs.3.00,000) Rs.35,02,500

Decreased value of land| Rs.3,00,000

c¢) Calculation of Revenue Profit:

Revenue Profiti.e., 6 months = (Rs.18,00,000 - Rs.4,50,000) x 6/12 Rs.6,75,000
Less: Depreciation on increased value of machinery (i.e. Rs.9,37,500 x 10/100 x 6/12) .. |(Rs.46,875)
Add: Depreciation on decreased value of Building (i.e. Rs.3,00,000 x 5/100 X 6/12) ...........ccooverrrerrreerenennne Rs.7,500

Total Revenue Profits|Rs.6,35,625

Share of H Ltd. in Total Revenue Profit = Rs.6,35,625 x 60/100 = Rs.3,81,375.
d) Calculation of Capital Profit:

General Reserve as on 1# January, 2012 Rs.22,50,000
Profit and Loss Account as on 1%t January, 2012..... Rs.4,50,000
Profit eamed up to end of June, 2012 (18,00,000 - 4,50,000) x 6/12 Rs.6,75,000

. Rs.33,75,000

Add: Increased value of plant Rs.9,37,500
Less:Decreased value of land (Rs.3,00,000)
Total Capital Profits|Rs.40,12,500

e) Calculation of Cost of Control:

(AT 0§ e i SV R T T N S A 0 Rs.55,50,000

Less: Paid up value of 60% Share Capital of . Ltd. ....... ; Rs.45,00,000
60% of Capital Profits in S. Ltd. .......cccoovsisccmmnnsnncinnens ..24,07,500 |(Rs.20,92,500)
Capital Reserve| Rs.34,57,500

f)  Calculation of Minority Interest:

Paid up value of 40% Share Capital of B Ltd., (i.e. Rs.75,00,000 x 40/100) Rs.30,00,000
40% of Capital Profits Rs.16,05,000
40% of Revenue Profits Rs.2,54,250

Minority Interest|Rs.48,59,250
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Consolidated Balance Sheet of H Ltd. and S. Ltd.
As on 31% December, 2012

Liabilities Amount Assets Amount

Equity Shares of Rs.100 €ach ............coovervvvvronn, 90,00,000(Fixed Assets: Land:
Minority Interest 48,59,250 1 FL Y E e R SRR et 60,00,000
Reserve and Surplus: SRl e 37,05,000

Capital Reserve 34,57,500 97,05,000

General Reserve (H LId.)..........couuuummemimnnenes 15,00,000 Less: Decreased value.........(3,00,000
Profit and Loss Account: s 94,05,000

H. Ltd 13,50,000 Add: Excess depreciation............. 7.500| 94,12,500
Add:  Share in B Ltd's revenue profit.....3,81,375 | 17,31,375| Plant: HLtd. w.oovvveoooooooo, 15,00,000
Current Liablilities: S A i 33,75,000
Creditors: 48,75,000

e S 38,25,000 Add: Increased value .............. 9,37,500

SALM: 2o s T e 21,00,000 | 59,25,000 58,12,500

Less: Dep. on increased value (46,875) | 57,65,625
Current Assets: Inventory:

(B s te o R 9,75,000

S. L. ... ... 21,00,000{ 30,75,000

Debtors: H.Ltd. .....cccorrmeenrererrns

*30,00,000

31,20,000
2,43,73,125 2,43,73,125

TS FHFIDT FUTUAAT T (Investment in Debentures of Subsidiary Company)
TR FHHIER S YT Thihd JETda AETs T@ES | I T8 FHtEr
FOEH FE AT [ FIAS A A AHAS SIS | el [ FEEHRr e
TS YA FUAAE GIFD Y TES GEAT THAT O O 9E9ES | AR sy @he
T T Agfhd o =T i WY JHATS 19730 AT (Cost of control) AT HHRISH TR |

[lllustration —12_|
Following are the Balance sheet of H. Ltd. and S. Ltd. as on 31* December 2009:
Liabilities H. Ltd. S. Ltd. Assets H. Ltd. S. Ltd.

Share capital of Rs.100 each...... 10,00,000{  5,00,000{Fixed @SSELS.........co.vevrrrrrrrrrmerrenene 8,00,000, 6,00,000
Reserve 01/01/2009.................... 1,50,000 50,000|Current assets ..........coccccescsirsseee 3,84,000, 3,25,000
Profit and Loss 01/01/2009 1,00,000 50,000 Investments:
Profit for the year..........cccouueerenns 1,50,000 75,000{Shares in S. Ltd. ........ccouvrrmeirrurens 4,80,000 -
10% Debenture of Rs.100 each.. - 1,00,000{400,10% Debenture in S. Ltd. ..... 36,000 -
Creditors 3,00,000{  1,50,000

17,00,000{  9,25,000 17,00,000{  9,25,000

Additional information:

i)  H. Ltd acquired 80% shares of S. Ltd. on 1* July 2009.

ii)  H. Ltd supplied goods worth Rs.80,000 in which H. Ltd. made a profit of 20% on cost. One-
fourth of goods were still in stock of S. Ltd.

iii) A cheque of Rs.70,000 (part payment) from S. Ltd to H. Ltd. was in transit as on 31%
December 2009.

Required: Consolidated balance sheet showing working notes for Capital Profit & Cost of Control

Solution:

a) Calculation of Ratio of Contribution between H Ltd. and S. Ltd:

Led No. of equity shares held by H Ltd. in S Ltd.
H.Ld. - No. of equity shares issued by S Ltd.
S. Ld.

100% — 80% = 20%; Holding ratio = 4 : 1

x100 = 80%
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b) Calculation of Capital profit

Reserve (01/01/2009) : Rs.50,000)
Profit and loss (01/01/2009) Rs.50,000
Profit for the year (75,000 x 6/12) Rs.37,500

Total capital profit  1,37,500

¢) Calculation of Revenue profit of S Ltd.
Profit for the year (75,000 — 37,500) or (75,000 x 6/12) Rs.37,500
Total revenue profit| Rs.37,500

Share of H. Ltd. = 37,500 x 4/5 = 30,000
d) Calculation of Minority interest

Shares of S. Ltd. (500000 x 20%) Rs.100,000
Share of capital profit (1,37,500 x 1/5) Rs.27,500
Share of revenue profit (37,500 x 1/5) Rs.7,500

Minority interest|Rs.1,35,000

¢) Calculation of Cost of control

Investment cost in shares Rs.4,80,000
Investment cost in debenture Rs.36,000

Less: Par value of share (5,00,000 x 80/100) (Rs.4,00,000)
Par value of debenture (400@ Rs.100) (Rs.40,000)

Share of capital profit(1,37,500 x 4/5 = 1,10,000) ........ (Rs.1,10,000
Capital Reserve| Rs.34,000

f)  Calculation of unrealized profit:
Unrealized profit = 80,000 x1/4x 20/120 = Rs.3,333.33

Consolidated Balance Sheet of H. Ltd. and S. Ltd.
As on 31 December 2009

Capital and liabilities Amount Assets | Amount
Share capital of Rs.100 €ach .........ccocurenirrnnnnnee 10,00,000Fixed assets:
Reserve (01/01/2009) 1,50,000 HER s niaanien 8,00,000
Profit and Loss (01/01/2009)........cccccvevvemirirnnnnee 100,000 StLidi et 6,00,000 | 14,00,000
Minority inferest.............. 1,35,000{Current Assets:
Capital reserve 34,000
(10110 0 AU R T T e R e I 1,50,000
Add: Revenue profitof S Ltd. .......cccoeuunee 30,000 '
1,80,000
Less: Unrealized profit ............cccerrunnnne. 3,333.33 | 1,76,667
10% debenture of Rs. 100 each (1,00,000 - 40,000) 60,000 Less: Unrealized profit....3,333.33 | 6,25,667
CreditorssHaktd. i ss e, 3,00,000 Cash in transit 70,000
1,50,000 :
4,50,000
Less: Mutual owing........cccooeevrveeisisssnsense 10,000 | 4,40,000

20,95,667 20,95,667

o) WS HFWIEIE A (Dividend from Subsidiary Company)

afy TETE FEEART @raiT ST T A R Ui T TREed SAETIHT e
FAENAEE TS |

4 YdwWifE WA (Pre-acquision Dividend): §&T FFfiel qaUa ATHTaTe HeTdew SHEgHTare
e o o Faers dfsera it miivs | e Faers ST 9 e S T
et HeTeT Tt AT Yfnrd Srer e e | @R He HRIHICr STHT ATETAT ATHiers
YA TEN 9T, TS THIGT AGEATdH! ATEa® ATHEE THT H3 960 |
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lllustration - 13

On 1" Kartik, 2058 X Ltd. acquired 1,600 shares of Rs.100 each in Y Ltd. at a cost of Rs.400,000.
The other relevant information is:

a) Profit and loss account and general reserve of Y Ltd. stood at Rs.50,000 and Rs.60,000
respectively on 1* Baishakh 2058.

b)  Stock of X Ltd. includes Rs.15,000 relating to stock purchased on credit from Y Lid. which
follows the practice of charging 25% extra on cost for determining the selling price.

¢) X Ltd. remitted Rs.10,000 out of credit purchase of Rs.15,000 to Y Ltd, bur the latter
company received it on 5 Baishakh, 2059

d) Profit and Loss account of X Ltd. includes dividend @10% for the year 2057 from Y Ltd.;
which was declared and paid after 1* Kartik, 2058.

X
The balance sheet of X Ltd. and Y Ltd. as at 31* Chaitra, 2058 are as follows: ' Uf
Balance Sheet & AT Al
Liabilities X Ltd. Y Ltd. Assets | XLd, | Yitd.
Equity share of Rs.100 each........ 8,00,000{  2,00,000{ Plant and machinery.................... ; 8.00,000] 2,50,000
General reSerVve.........cveuereeennene 4,00,000 60,000{ Fumiture and fixtures........c.cco..... Es 50,000} 70,000
Profit and Loss A/C.........euummenens 3,00,000 80,000{ Investment: (Shares in Y Ltd.)..... | 400000, -
Accounts payable.........ccuumeennes 1,50,000{  1,60,000{Stock } 1,50,000, 80,000
Accounts receivable............ooeuuee | 1,550,000 70,000
Cash | 1,00,0000 30,000
16,50,000{  5,00,000 | 16,50,000{ 5,00,000

Required: Consolidated Balance Sheet as on 31* Chaitra, 2058 by ascertaining minority interest,
cost of control, profit and loss balance and accounts receivable

Solution: M
a)  Calculation of Ratio of Contribution between X Ltd. and Y Ltd.: g %
No. of share acquired by X Ltd. 1,600 YO
XLtd. = Toal No. of shares issued by Y Ldd. * 100 =5 gg * 100 = 80% ')’/ 0%93
Y Led.'= 100% — 80% = 20%: Holding Ratio = 4 : 1 y ol
b) Calculation of Revenue Profit: . \,<\’) oY

Profit for the year after purchase (Rs.80,000 + Rs.20,000 — Rs.50,000) x 6/12 (Revenue
profit) = Rs.25,000
Working Note:
Profit for the year = Closing balance + Dividend-opening balance of P/L Alc
X Ltd’s share in Revenue Profit = Rs.25,000 x 80/100 = Rs.20,000.
¢) Calculation of Capital Profit:

General Reserve as on 1% Baishakh, 2058 (remained unchanged since that date) Rs.60,000
Profit and Loss Account as on 1% Baishakh, 2058 Rs.50,000

Less: Dividend paid for the year 2057 (i.e. R$.2,00,000 X 10/100).........cccuuumuusumsmussensensisensessnnsnns (Rs.20,000) | Rs.30,000
Profit for the year up to 30* Ashwin, 2058 ; |__Rs.25,000

Capital Profit! Rs.1,15,000

d) Calculation of Cost of Control:

Cost of Investment for acquiring 1600 equity shares in Y Ld. ......cccvvuvericimmiinssinannssrsussssssssnsissisens i Rs.4,00,000
Less:Paid up value of 1600 equity shares in Y Ltd. (i.e. 1,600 X Rs.100) .......ccccoo0vrvuneee. 1,60,000 |

80% of Capital Profits in Y Ltd.(i.e. Rs.1,15,000 X 80/100).........cccovvrurmmrirmmnurinrnissssssreseessanins 92,000 |

80% of dividend paid by Y Ltd out of pre-acquisition profit (i.e., Rs.20,000 x 80/100)............ 16,000 J'(Rs_._27,6§1000)

Goodwill| Rs.1,32,000
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¢) _ Calculation of Minority Interest i.e. 100% — 80% = 20%:

Paid up value of 20% Share Capital of Y Ltd., (i.e. Rs.2,00,000 x 20/100) Rs.40,000
20% of Capital Profits (i.e. Rs.1 ,15,000 x 20/100) Rs.23,000
20% of Revenue Profits (i.e. Rs.25,000 x 20/1 00) Rs.5,000
Minority Interest| Rs.68,000
f)  Calculation of Unrealized Profit on Stock:
0,
Unrealized Profic = Value of Stoci( X ﬁ
25
= Rs.15,000 x 10+35 = Rs.3,000.
Consolidated Balance Sheet of X Ltd. and Y Ltd.
As on 31t Chaitra, 2058
Liabilities Amount Assets Amount
Share Capital: Fixed Assets:
Equity share of Rs.100 €ach.............ooooooo 8,00,000|Goodwill 1,32,000
Minority interest 68,000(Plant and machinery:
Reserve and Surplus: XLtd. 8,00,000
General reserve 4,00,000 YLtd. 2,50,000 | 10,50,000
Profit and loss account .................... 3,00,000 Fumiture and Fixture:
Add: XLtd. 50,000
Share of revenue profitfromY Ltd.......... 20,000 Y Ltd. 70,000( 1,20,000
3,20,000 Current Assets: :
Less: Unrealized profit.............ueecoocere: (3,000 Stock: X. Ltd. 1,50,000
3 317,000 | 3,01,000 Y Ltd. 80,000
Less: 2,30,000
Dividend received (Rs.20,000 x 80/100) .. (16,000) Less: Unrealized proft.................. (3.000) | 2,27,000
|Current Liabilities: Accounts receivable:
Account payable: XLd. 1,50,000
XLtd. 1,50,000 Y Ltd. 70,000
Y Ltd. 1,60,000 | 3,05,000 2,20,000
3,10,000 Less: Mutual owing.......cc.......... (15,000) | 2,05,000
; Less: Mutual owing (5.000) Cashin transit 10,000
! 3 Cash: XLtd. 1,00,000
' YLtd. 30,000| 130,000
L 1,874,000 1,874,000
) @REET Wi (Dividend from subsidiary company out of post-acquisition profits):
mmmmmmmmwmmm

qramT Bfee M | gger @t ar

FEAHT QAT 5 Ofy TSR ST v |

Illustration - 14

i Srirerens 1 ST T | @@ gwew @t e

H. Ltd. acquired 4,000 equity shares of S. Ltd., on 1* January, 2012. The balance sheets of the two
companies as on 31" December, 2012 are:

[ Liabilities H.Ltd | S.Ltd. Assets H.Ltd | S.Ltd
{Share Capital @Rs.100 each.... - 12,50,000| 5,00,000(Land and Building................coorererrre. 3,75,000| 4,50,000
[General Reserve (01/01/2012). .| 1,00,000/ 50,000|Investmentin S. Ltd.... .| 8,50,000 -
Profit and Loss A/C..........ccceeveerrrunnnnn. 5,18,000| 4,65,000|Plant and Machinery.................cccoon. 6,00,000| 3,98,500
5% debentures ..........ccoueveverernrnnnnnn. 2,00,000 - Inventory 3,00,000{ 90,000
Bills Payable (Including Rs.8,000 to H Debtors 1,10,000{ 1,00,000
Ltd.) 1,25,000]  21,000|Bills Receivable (Including
Creditors....... 1,18,000{  22,500(Rs.6,000 from S. Ltd.) .....oovvevvrenn. 39,500 -
Cash Balance : 36,500/ 20,000
23,11,000/ 10,58,500 23,111,000/ 10,58,500
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Additional information:

Creditors of H. Ltd. included Rs.30,000 for goods purchased from S. Ltd. on which the latter
company made a profit of 20% on cost. The inventory of H. Ltd. included Rs.12,500 goods purchased
from S. Ltd. The dividend paid by S. Ltd. @10% per annum which has been included in Profit and
Loss A/c of H. Ltd. The Profit and Loss A/c of S. Ltd. on 1% January, 2012 was Rs.250,000.

Required: Consolidated Balance Sheet as on 31% December, 2012.

Solution:

a) Calculation of Ratio of Contribution between H. Ltd. and S. Ltd.:
No. of shares purchased by H Led. 4,000 g
H.Ld. = Total no. of shares issued by S Ltd. x 100 = 5,000 x 100 = 80%.
S. Lid. = 100% — 80% = 20%. Holding Ratio = 4 : 1

b) Calculation of Revenue Profit:

Profit for the year (4,65,000 — 2,50,000) (Revenue profit = Rs.2,15,000

H. Ltd.'s share in Revenue Profit (2,15,000 x 80%) = Rs.1,72,000
¢) Calculation of Pre-acquisition Profit (Capital Profit):

General Reserve as on 01/01/2012 [ Rs.50,000
Balance of Profit and Loss Account as on 01/01/2012 | Rs.2.50,000
Profit for the year before purchase ! Nil

Capital Profit| Rs.3,00,000,

d) Calculation of Cost of Control:

Cost of Investment .7 Rs.8,50,000}
Less: Paid up value of 4000 shares of S. Ltd. of Rs.100 each Rs.4,00,000 '
Capital Profit (3,00,000x 80/100) Rs.2,40,000 |(Rs.6,40,000)

Goodwill| Rs.2,10,,000

e) Calculadon of Minority Interest:

Paid up value of 1,000 shares of S. Ltd. of Rs.100 each T"Rs.1,00,000]
Capital Profit (300,000 x 20/100)......... .. Rs.60,000
Revenue Profit (215,000 x 20/100) ... | Rs.43,000

Minority Interest! Rs.2,03,000

f)  Calculation of Unrealized Profit on Stock:

% 20
Unrealized Profit = Value of Stock x l—m = Rs.12,500 x 100+ 20° Rs.2,083

Consolidated Balance Sheet of H. Ltd. and S. Ltd.
As on 315t December, 2012

Liabilities Amount Assets | Amount
Share Capital: Fixed Assets: Goodwill | 2,10,000
Rs.100 each fully paid UD ........cewuemsssssmsssssssssnssssssss 1,250,000{Land and Building: |
Minority interest: 203000 H.Ltd.... 3,75,000
Reserve and Surplus: S. Ld 4,50,000 | 8,25,000
General reserve (01/01/2012)........ccccummmreesisrsssssssee 1,00,000|Plant and Machinery:
PO 21 1088 AVC . 518,000 H. Ltd 6,00,000 l
Add: Share of Revenue Profitof S Ltd..... 1,72,000 S.Ld 398500 | 9,98,500
Less: Unrealzed profit ... (2.083) | 6,87,917|Current Assets: Inventory: |
Current Liabilities: H. Ltd 3,00,000 |
Loan 2,00,000 S.Ltd 90,000 |
Bills payable: 3.90,000 |
H. Ltd 1,25,000 Less: Unrealized profit ........c.ccuvcrine (2,083) | 387,917
S.d 21,000 Debtors: H. Ltd 1,10,000 |
1,46,000 S. Ld 1,00,000 |
Less: Mutual OWING ......ccuveeecscscsssssssesismsns (7.500) | 1,38,500 210,000 |
Sundry Creditors: Less: Mutual Owing.... .(30,000) | 1,80,000
H.Ld 118000 Bills Receivable: H. Ltd..... ...39,500 |
S.Ltd 22500 S Nil |
1,40,500 39,500 |
Less: Mutual OWINg.......ococoveveressccasiennens (30,000) | 1,10,500 Less: Mutual owing ........c..ccooeeereessees (7.500) | 32,000
Cash balance: H.Ltd.. |
| 56,500
2689917 | 26,89,917

¢
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®) WA ARV (Interim Dividend)
mm@mm@mmmmm.mmm
Gﬁ?ﬁﬁwmaﬂzﬁﬁmmlaﬁmmm@ﬂ?
mmm:mwmmmmmw
Wmmtmmwmmmleﬂ?mm
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9 @REqd AT | (Pre-acquisition interim dividend)

H. Ltd. acquired the 80% of the shares in . Ltd. on 1* June, 2012 @ Rs.33,600. The balance
sheets of H. Ltd. and S. Ltd. as ac 31" December, 2012 were as under:

{ Liabilities HLtd. | SLtd. Assets H Ltd. S Ltd
Equity Shares of Rs.100 each............ 45,000/  15,000|Land and building..................._ 30,900 9,000
General Reserves 28,500 600{Machinery 9,000 8,130
{Profit and Loss Alc 24,000{  10,800/Investment 33,600 -
|Creditors 4,500 4,830|Inventor. 10,200 6,060
? Debtors.. 8,400, 4,740
Cash 9,900 3,300
1,02,000f 31,230 1,02,000( 31,230

Additional information:

a)  The balance of general reserve and profit and loss A/c of S. Led. as on 1* January, 2012 were
Rs.600 and Rs.8,400 respectively.

b)  The interim dividend paid by S. Ltd. @10% p-a. has been included in profit and loss A/c of
X Ldd.

¢)  Creditors of H. Ltd. include Rs.1,800 for purchase from S. Ltd. on which the latter company
made a profit of Rs.450.

d) Stock of S. Ltd. includes Rs.900 a cost purchased from S. Ltd. part of Rs.1,800 purchases.
Required: Consolidated Balance Sheet

Solution:
a)  Calculation of Ratio of Contribution between H Led. and S. Ldd.:
H. Ld. = 80% (given)
S.Lud. = 100% — 80% = 20%: Holding Ratio = 4:1
b)  Calculation of Revenue Profit:
[ Profit for the six month (Rs.10,800 — Rs.8,400) Rs.2,400
LAd_d:_In_lel'm Dividend paid (i.e. Rs.15,000 x 10/100 x 6/1 2) Rs.750

|
|
|

T

Profit for the year| Rs.3,150
Capital Profit for 6 months = Rs.3,150 x 6/12 = Rs.1,575.
Revenue Profit for 6 months = Rs.3150 x 6/12 = Rs.1,575.
H. Led’s share in Revenue Profic = Rs.1,575 x 80/100 = Rs.1,260.
c)__ Calculation of Pre-acquisition Profit (Capital Profit):

General Reserve as on 1t January, 2012 ...........ovvooovooooooooooooooo : Rs.600
Profit and Loss Account as on 15t January, 2012 g Rs.8,400
' Profit for the year up to 30* June. 2012 (Rs.10,800 — Rs.8,400) x 6/12 1,575
[Less: Interim Dividend paid for 6 month ] ' 750 Rs.825
REER D Capital Profit| Rs.9,825
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d) Calculation of Cost of Control:

LDIG-&
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-

Cost of Investment

Rs.33,600

Less: Paid up value of 80% equity shares in S. Ltd.
80% of Capital Profits in S. Ltd

80% of Interim Dividend paid by S. Ltd out of pre-acquisition profit

Rs.12000
Rs.7,860 | (Rs.20,460)

600

Goodwill| Rs.13,140

¢)  Calculation of Minority Interest:

Paid up value of 20% Share Capital of S Ltd. Rs.3,000
20% of Capital Profits %.| Rs.1,965
20% of Revenue Profits Rs.315
Minority Interest|  Rs.5,280
f)  Calculation of Unrealized Profit on Stock: 3
Unrealized Profit = Value of Stock x % = Rs.900 x 25/100 = Rs.225.
Consolidated Balance Sheet of H, Ltd. and S. Ltd.
As on 31% December, 2012
Liabilities Amount Assets { Amount.
Share Capital: Fixed Assets: GoodWill...........ccceuererveerernresinnns 13,140
. Equity share of Rs.100 each .........ccocooovuvvieees 45,000|Land and building:
Minority interest 5,280 H. Ltd. 30,900
Reserve and Surplus: S. Ld. . 9,000 39,900
General reserve 28,500{Machinery:H Ltd. ......cccoeccrmuvcumnscirinirinanee 9,000
Profit and loss account ..............evveeneees 24,000 Sl 0 R A R 8.130 17,130
Add: Current Assets: Inventory: {
j Share of revenue profit from S. Ltd........ 1.260 H. Ltd. 10,200 :
i 25,260 (el by o SRR e e S RO S 5,060
! Less: Unrealized profit ... (225) 16,260
25,035 24,435 Less: Unrealized profit........cccccesveene (225) 16,035
i Less: 3 Deaptors: H. Lid. e st s 8,400
| Interim dividend received from S. Ltd.......(600 Sl s 4,740 |
|Current Liabilities: 13140 |
iCreditors: e s 4,500 Less: Mutual owing.........cccneiuninnee (1,800) % 11,340
| SLid. 4,830 7,530 Cash at Bank: H. Ltd. ........ccocor REY . 9,900 |
! 9,330 Slfd s 13,200
| Less: Mutual OWiNg ....c.oeovsrsssrses 1,800 e T ) T
l 1,10,745 i 1,10,745

) @fRENT FH ST (Post-acquisition interim dividend)

lllustration =16

Strong Ltd. acquired 3,200 equity shares of Weak Ltd., on 1* January, 1979. The summarized
balance sheets of the two companies as at 31* December, 1979 are given below:

> | Strong | Weak | Strong | Weak
SO ! |t - vy | L.

- {Share Capital (Rs.100 each fully paid) f10.00,000! 4,00,0005Land andiBUBAING it siconsissnisisnss | 3,00,000! 3,60,000
General Reserve (01/01/1979)......000u0ee.. | 00,000, 40,000 Investment in Weak LId. at cost........ 6,80,0000 -
{Profit and Loss Alc : 4,14,400 4,72,000{Plant and Machinery ......c...oouuvcvevuuns 4,80,000, 3,18,800
Bk 0Bl ol e ol it | 1600000 - |Stocks. 2,40,000] 72,000
{Bills Payable (Including Rs.8,000 to ; | |Sundry Deblors ......cceeemmmeesrssenssnssseses 88,000, 80,000
StrongHlEt) s i e it s i 1.00'0()0' 'I6,800!Bills Receivable (Including §
Sundry Creditors ' 94,4001 18,000 Rs.6, 000 from Weak Ltd.)............. 31,600i :
g | i lCanly ot BaNKeisasatisssimmsnssseinisiss ~29,200] 16,000
; 118,48,800| 8,46,800, 118,48,800' 8,46,800
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You are supplied with the following information:

i) Sundry creditors of Strong Ltd. included Rs.24,000 for goods purchased from Weak Ltd. on

which the latter company made a profit of 20% on cost.

if) The stock of Strong Ltd. included Rs.10,000 goods purchased from Weak Ltd.
iif) The interim dividend paid by Weak Ltd. @10% per annum which has been included in profit

and loss A/c of Strong Ltd.

iv) The profit and loss A/c of Weak Ltd. on 1* January, 1979 was Rs.2,00,000.

Rfaquired: Consolidated Balance Sheet as at 31* December, 1979

Solution:
a)  Calculation of Ratio of Interest between Strong Ltd. and Weak Ltd.:

No. of shares acquired by Strong Ltd. 3,200

Strong Led. = Tortal no. of shares issued by Weak Ltd. x 100 = 4,000 x 100 = 80%.

Weak Ltd. = 100% — 80% = 20%. Holding Ratio = 4 : 1
b) Calculation of Revenue Profit:
Profit for the year (Rs.3,72,000 — Rs.2,00,000) = Rs.1,72,000
Capital Profit = Nil
Revenue Profit = Rs.1,72,000
Strong Ltd.'s share in Revenue Profit (1,72,000 x 80%) = Rs.1,37,600
¢) Calculation of Capiral Profit:

{General SRR T L el R S R 0 (VRO Rs. 40,000
{Balance of Profit and Loss AcCount s 00 01/01/1979 ..........oveereeveecseesseessssenssssmssessesssesssesessessssssssesen Rs.2,00,000
!Capital DIONE 0T e YBAr i essiiesonssis . Nil
l Capital Profit|Rs.2,40,000
d) Calculation of Cost of Control:
| Costof Investment . Rs.6,80,000
iLess:Paid up value of 3200 shares of Weak Ltd. of Rs.100 each ........ Rs.3,20,00(
!*_ 80% of Capital Profit ......... 1,92,00((Rs.5,12,000)
[ Goodwill| Rs.1,68,000
e) _ Calculation of Minority Interest:
i Paid up value of 800 shares of Weak Ltd. of Rs.100 each Rs. 80,000
J20% o Capliat Brof el S i S o i R e S TR R e e Rs.48,000
IO R VeI PO B o e b e s e A R g e e ST Rs.34,400
Minority Interest|Rs.1,62,400

f)  Calculation of Unrealized Profit on Stock i.e., 20 % on Cost:

§ Rate 20
Unrealized Profit = Value of Stock x 100 + Race = Rs-10,000 x 100 = 20 = Rs.1,667.

Consolidated Balance Sheet of Strong Ltd. and it's subsidiary Weak Ltd.
As on 31¢t December, 1979

Assets; Amount.

[ 29 Liabilities] Amount

Share Capital: Fixed Assets: GoodWill ..........c.eurrerrnecrveneennrenes I 1,68,000
Rs.100 each fully paid up ...........cooovvvoerevrrrreene 10,00,000{Land and Bullding: !

|Minority interest: 1,62,400 Stong b e iy 3,00,000 |

[Reserve and Surplus: i WeakLtd...... 3,60,000 ! 6,60,000
General reserve (01/01/1979)..........coovervveen.. 80,000{Plant and Machinery:

) Profitand loss A/C........ccocuvvvervvenrennnns 4,14,400 | Sl B PSR A v R 4,80,000 ‘

| Add: Weealkilid:... il iteliaansal. 3,18.800 ; 7,98,800

’ Share of Revenue Profit of Weak Ltd ....1,37,600 Current Assets: Stock: ‘

5,52,000| 5,50,333 Srong L G R et 2,40,000 |
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realized profit .................uenne. 1,667

Less: Un Weak Ltd 72,000
Current Liabilities: 160,000 3,12,000
Bank Loan Less: Unrealized profit..........cc.cecene 1,667) | 3,10,333
Bills payable: Sundry Debtors:
Strong Ltd 1,00,000 OIONG U R s riestarsesssipiraassssmss 88,000
Weak Ltd 16,800 Weak Ltd 80,000
1,16,800| 1,10,800 1,68,000
Less: Mutual OWINg ........coeeevevvveerreenns (6.000) Less: Mutual OWing.........oceeeviunnnce (24,000) | 1,44,000
{Sundry Creditors: Bills Receivable:
Strong Ltd 94,400 Strongiltd et b s 31,600
Weak Ltd 18,000 Weak Ltd Nit
1,12,400{ 88,400 31,600
Less: Mutual Owing .........coeecuvecsuuneces 24,000 Less: Mutual owing.........ccueecuunennns 6,000 25,600
Cash at bank:
Strong Ltd 29,200
Weak Ltd 16,000 | 45,200
21,51,933 121,51,933

W) VRAaq @ (Proposed Dividend)
T TRERRTHR a1 FeAgERer X faaeer w9 TRuEr arvivears giad ani

ufrs | ggerd Frer e TR T afes

9 HA TG WeATfaa STHir (Proposed dividend by holding company): |THI SICIRED
faftr st wfepspa A Sfaas TEEs |

) WAF TEARRT TG A (Proposed dividend by subsidiary company): ¥&TdS
FIHET gEAfad Srivers araera f ar e g €

) afE safad ety areeTanE TR wT ggers witegd 9 Wit At

© HHENE TR | {

am o sl i arEeT aifel REER WTogEeTs FrEagEn e s

-  EEE HEATH ATGEE G |

Illustration - 17

T FHATRT ATTIIHT TITATS JHHT ATHHT S |
HAEETHF AT AR HITETs AT ool a7 qret et gy |

The Balance Sheets of H. Ltd and S. Ltd. as on 30" Chaitra, 2069 were:

Liabilities H.Ltd. | SLtd. Assets HLtd. | S.Ltd.
Equity Shares of Rs.100 each............ 30,00,000/ 10,00,000|Land and Building........cconeuserecnsnrnnns .| 38,00,000/ 14,68,000
Reserve (01/01/2069)..........ccceeurivrnee 20,00,000{ 5,00,000{Investment (6,000 shares in B Ltd.) ...| 10,00,000 -
Profit and Loss Alc (01/01/2069)........ 4,00,000/ 2,00,000|Debtors. .. 30,00,000{ 13,32,000
Profiti{2060). .t s 8,00,000{ 3,50,000
Creditors 16,00,000{ 7,50,000
| 78,00,000/ 28,00,000 78,00,000/ 28,00,000

You are given the following information:

i)  Both the companies have proposed 10% dividend for the year 2069.

ii) The stock of S. Ltd. includes Rs.10,000 purchased from H. Ltd. on which the latter company
made a profit of 25% on cost.

- jii)  H. Ltd. acquired shares of S. Ltd. on 1* Baishakh, 2069
Required: Consolidated Balance Sheet as on 30™ Chaitra, 2069
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Solution:

|

a)

Calculation of Ratio of Interest between H. Ltd. and S. Ltd:
No. of shares acquired by H Ltd

6,000

I-f. Ld. =

Total no. of shares issued by S Ltd.

x 100 = x 100 = 60%

10,000

S. Ltd = 100% — 60% = 40%: Holding Ratio =3 : 2

!

b) Calculation of Revenue Profit:
|r- IR T s e R TR R P R e R e LR S e Rs.3,50,000
|Less: Proposed dividend (i.e., R5.10,00,000 X 10/100).............co.uueeeeeessomessesmeseeseossssessesssssssssseesssssesss e (Rs.1,00,000)
*’ S Revenue Profit| Rs.2,50,000
H. Ltd’s share in Revenue Profit = Rs.2,50,000 x 60/100 = Rs.1,50,000.
¢) _ Calculation of Capital Profit:
| General Reserve (01/01/2069) Rs.1,25,000
l Profit and Loss Account (01/01/2069) Rs.50,000
[ Capital Profit/Rs.1,75,000
d) Calculation of Cost of Control:
II Cost of Investment : Rs.10,00,000
|Less: Paid up value of 6,000 equity shares in S. Ltd. Rs.6,00,000
| 60% of Capital Profits in S. Ltd Rs.4,20,000 |(Rs.10,20,000)
| Capital Reserve|  Rs.20,000
e) Calculation of Minority Interest:
|Pa|d UPIYalte 0t 4:000/0GUIY SNArES OF S: LI, L. v irsesesisvtssssiesssssssstastotisessonmssarsistsoss sisisicis s st ot e Rs.4,00,000
J408tof Caplial Profits #a st e i B e e T e Rs.2,80,000
0% of RevenueiProfits i sdie i Ml Slb Mo s el S i s e R S Rs.1,00,000
140% of Proposed Dividend Rs.40,000
! Minority Interest|Rs.8,20,000
f) Calculation of Unrealized Profit on Stock:
Unrealized Profit = Rs.10,000 x 25/125 = Rs.2,000.
Consolidated Balance Sheet of A Ltd. and its subsidiary B Ltd.
% As on 30" Chaitra, 2069
Liabilities { Amount f Assets | Amount
Equ|ty Shares of Rs.100 each : 30,00,000{Land and Building: g
lMlnonty interest | 820,000 HL L s imiaina 38,00,0005]
iReserve and Surplus: | Silid) S ....14,68,000 | 52.68,000
! DAl RS OIVG i o tessnviessestovmmrisesh 20,000(Debtors: H. Ltd. ..... ....30,00,000 |
i SNl R8OV E Ry ik in i iivsssiarsiinssiariinssrason 20,00,000 Sl st e tis i 13.32,000 |
| Profitand Loss Account ...4,00,000! 43,32,000 |
Add: Profit for the year...........ccoooun.c...... 8,00 000! Less: Unrealized profit. ............... (8,000) i 43,24,000
Add:
; Share of revenue profit from S. Ltd ........ 1,50,000 |
i Add: 1
[ Share of proposed dividend from S Ltd..... MI
j 14,10,000! l
i Less: Unrealized profit ..............c.ccovvvenenn. (8,000)| 11,02,000 ‘
i 14,02,000 x
| Less: Proposed Dividend for A Ltd. ... (3,00,000)' ; :
!Current Liabilities: Creditors: 23,50.000; |
AL 1 Jt A 2 1 16,00,000{ 3,00,000| |
S.Ltd.. 7.50,000 !
__Proposed Dividend (H Ltd.) ......ecvvvvcsceeneiiinnene |
95,92,000 | 95,92,000

f
I
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W) WEES SEAERT AW IAR s (Bonus Shares Issued by the Subsidiary Company)
WO FNA AE YT I WAT qe SR WA g@m i g | wEEs
FEETT ST A Sy Sy awr e v g foft w1 A de afegd
a1 @RET AT a1 srerEre S MRS | :
9 @fEyE®Y AEEE dHE /U A (Issue of Bonus Shares out of Pre-Acquisition Profits):
T T CEE AW T S 9 fa afeda enn q@ S
mﬁﬁmwm(ustofcomml)mmmlaﬁﬁrwﬁ{amm
mmmmmmmnmwﬁmmm
T FH AT WA |
[Ilustration— 18 |8

H. Lid. acquired 450 equity shares of Rs.100 each in S. Ltd. on 31% Chaitra, 2069. The
summarized Balance Sheets of H. Ltd and S. Ltd. as on that date were as under:

Liabilities [ H.Ltd. [ s.Ltd. Assets | H.Ltd. | S.Ltd.
Equity Shares of Rs.100 each............. 2,25,000/ 60,000|Land and building ............cccmsisseererenns | 1,00,0000 90,000
Capital Reserve.... - 5,000 25,500{MaChinery.......ccceuverrssesrissnisnussensisenss | 91,250| 6,000
General Resenve....... .| 10,000{  7,500|Investment | 750000 -
Profit and LOSS AlC ......ccumemnirsesnsens 15,000] 1,500 {INVENLONY ..covvirrnrrassressersssrnisecsannsee ! 30,000/ 15,000
|Creditors 48,750 21,750(Cash balance.........ccoocovrvveivnissssrninens 7.500‘{. 5,250
i | 3,03,750] 1,16,250 | 3,03,750 1,16,250

Additional information: ;
)  Stock of H. Ltd includes Rs.3,600 purchased from 8. Ltd. at 2 profit of 20% on cost

ii) On 1* Baisakh, the S. Ltd. declared 25% bonus shares from capital reserve.
Required: Consolidated Balance Sheet as on 31" Chaitra, 2069.
Solution:
a) Calculation of Ratio of Interest between H Lid. and S. Lid.:
No. of shares acquired by H. Lid. 450
H.Ld. = Toulo. ofshargs issucdyby STl 100 = .6—(5)_6 %300 =75%.
Minority = 100% — 75% = 25%. Holding Ratio = 3:1.
b) Bonus Shares issued:
No. of Bonus Shares declared = 600 x 25% = 150 shares.
Amount of Bonus Shares = Rs.60,000 x 25% = Rs.15,000
Bonus Share to H. Ltd. = 150 x 75% = 112.5 shares
Bonus Shares to Minorities = 150 x 25% = 37.5 shares
Capital Reserve after Bonus Shares = Rs.25,500 - Rs.15,000 = Rs.10,500
¢) Calculation of Revenue Profit: Nil
d) Calculation of Capital Profit:

[Capital Reserve after Bonus Shares ................ R S T : | Rs.10,500
\General Resene ... .| Rs7,500
(Profit and Loss Account ..... | Rs.1,500

|

" Capital Profits, _Rs.19,500

L
¢) Calculation of Cost of Control:

T L MU ——— 7 . | Rs.75,000
|Less: Paid up value of shares acquired after issuing Bonus Shares((450 + 112.5) x Rs.100) .....cc...... 56,250 |

| 75% of Capital Profits in S. Ltd i i B AR s st 14,625 | (Rs.70,875)
{1 s SO T Ies

" Goodwilll Rs.4,125
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f)  Calculation of Minority Interest:

Paid up value of share after issuing Bonus Share. (150 + 37.5) x Rs.100 Rs.18,750
25% of Capital Profits Rs.4,875
25% of Revenue Profits Nil
Minority Interest| Rs.23,625
g) Calculadon of Unrealized Profit on Stock: i.e. 20% on cost.
Unrealized Profit = Value of Stock x W)R_‘:%E = 3600 x 20/120 = Rs.600
Consolidated Balance Sheet of H. Ltd. and S. Ltd.
As on 31% Chaitra, 2069
Liabilities Amount Assets Amount
Equity Shares @ Rs.100 each .............o.oooon.... 2,25,000|Fixed Assets: N
Minority Interest: 23,625|Land and Bullding:
Reserve and Surplus: o B e e e 1,00,000
General Reserve: 10,000 SEltdge s B leE 90,000 1,90,000
Capital 16SEIVE .....ooecveveereererern 5,000 Plant and machinery:
Less: goodwill 875 L0 K5 i et St S 91,250
Profit and Loss Account: S. Ltd. 6,000f 97,250
H. Ltd. 15,000 Current Assets: Inventory:
Less: Unrealized profit..................... 600 14,400 Rl st e oo 30,000
Current Liabilities: SHEA S Sl R 15,000
Sundry Creditors; 45,000
H. Ltd. 48,750 Less: Unrealized Prof............... 600 44,400
SHINESRa e S 21,750| 70,500|Cash balance:
: Haltda e YEH o b 7,500
S. Ltd. 5250 12,750
3,44,400 3,44,400

) ERERT AEEE @ME AT AR (Issue of Bonus Shares Out of Post-Acquisition Profits):
MWWWWWWWWWWW
UTIIT WA HHR TEA TEEH FeARr I Gl wetaws |

lllustration - 19

H. Ltd. purchased 80% shares in S. Ltd. on 1*
Ltd. as on 31" December, 2012 were as follows:

January, 2012. The Balance Sheets of H. Ltd and S.

Liabilities H.Ltd. | S.Ltd. Assets H.Ltd. | S.Ltd.
Equity Shares of Rs.100 each 6,66,000| 2,70,000|Land and building 540,000/ 2,70,000
General Reserve 2,16,000{ 36,000(Investment 2,70,000 -
Profit and Loss a/c 1,80,000/ 1,26,000|Debtors 2,34,000| 1,35,000
Creditors 38,000/ 18,000|Cash Balance 56,000, 45,000
11,10,000/ 4,50,000 11,10,000/ 4,50,000

Additional Information:

i) On 1* January, 2012, S. Ltd. had a balance of Rs.36,000 in the general reserve and Rs.9,000

in the profit and loss

Alc

i) S. Ltd. issued 40% bonus shares out of profit earned during the year, but the transaction is
not depicted in the above balance sheet.

Required: Consolidated Balance Sheet

Solution:

a)  Calculation of Ratio of Interest between H. Ltd. and S. Led.:

H. Lid. = 80%.

(Given)

S.Lid. = 100% ~ 80% = 20%. Holding Ratio = 4:1
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b) Bonus Shares issued by S. Ltd.:
Amount of Bonus Shares
Amount of Bonus Share to H. Ltd.
Amount of Bonus Shares to S. Ltd.

©) Calculation of Revenue Profit:

Rs.2,70,000 x 40% = Rs.1,08,000.
Rs.1,08,000 x 80% = Rs.86,400
Rs.1,08,000 x 20% = Rs.21,600

Profit for the year (Rs.1,26,000 = 9,000) c.v.cxseesesrassessosssssmassssssossassmasssssssssssssssssassssssssasssssassassisaisssassosssss Rs.1,17,000
Less:Utilized for Bonus Share (Rs.1,08,000)
. Revenue Profit Rs.9,000{
H. Lid’s share in Revenue Profit = Rs.9,000 x 80% = Rs.7,200.
) Calculation of Capital Profit:
General Reserve on 1% January, 2012 Rs.36,000
Profit and Loss Account on 1% January, 2012 Rs.9,000
Capital Profits| Rs.45,000
e) Calculation of Cost of Control:
Cost of Investment Rs.2,70,000
Less: Paid up value of shares acquired after issuing Bonus Shares (Rs.2,70,000 x 80% + 86400)...... 3,02,400
80% of Capital Profits in S. Ltd : 36,000 |(Rs.3,38,400)
Capital Reserve| Rs.68,400
f)  Calculation of Minority Interest:
Paid up value of share after issuing Bonus Share (2,70,000 X 20% + 21,600) ..........ccuveeussssmmmssenssssssssssssssinines Rs.75,600
20% of Capital Profits Rs.9,000
20% of Revenue Profits Rs.1,800
Minority Interest| Rs.86,400
Consolidated Balance Sheet of H. Ltd. and S. Ltd.
As on 31t December, 2012
Liabilities Amount Assets Amount
Equity Shares of Rs 100 €ach ...........couueeuvesinnne 6,66,000|Fixed Assets:
Minority Interest: 86,400{Land and building:
Reserve and Surplus: 1 1 L I, O R SR R A 5,40,000
Capital Reserve 68,400 L0 R e ORI A 2,70,000 | 8,10,000
General Reserve 2,16,000|Current Assets:
Profit and Loss Account: DebtorstHrltds oiiiaini it 2,34,000
H. Ltd 1,80,000 S.Ld. ... 1.35,000 3,69,000
Add: 1,87,200|Cash Balance:
Share of Revenue profit from S. Ltd. 7,200 H. Ltd. 56,000
Current Liabilities: Creditors: St T it 45,000 1,01,000
H. Ltd. 38,000 56,000
S. Lid. 18,000 ;
12,80,000 12,380,000

5 vyaifuaR &R (Issue of Preference Shares)

afe wRTaE HES qEifE AR A TR WY EErs fAgER g s
o gaifrER F e e e e P dma R s T e

FIHAIRr WIS WY HAqEEETF BT 93134o |
o  TERER AT EEE EAWT ST AR 9INeS | q@Hs |

FHEHIRT

mmwmmmmmmmlm

Q@RI AT WETES A AT SAHEEAsh Biy ar qel 9813 |
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lllustration - 20 | :
On 1% January, 2012 H. Ltd. purchased 80% cquity and preference shares in S. Ltd. the
summarized Balance Sheet of both companies on 31* December, 2012 were as follows:

Liabilities H.Ltd. | S.Ltd. Assets H.Ltd. | S.Ltd.
Equity Shares of Rs.100 each............. 45,000} 9,000{Land and building............................. 39,900/ 17,130
5% preference shares of Rs100 each —! 6,000 InVeStMeNt.......coccovve oo 33600 -
General Reserve(01/01/2012) 28,500; 600/Debtors 10,200 5,500
Profit and Loss AlC.....cc..overecnrvecnrnnen. 24,0001 10,800(Stock................... 8,400 5,000
Creditors 4.500,l 4,830(Cash Balance.............ccoooesoorororoonnonn. 9,900 3,600
pe: 1,02,000/ 31,230 1,02,000, 31,230

Additional Information:
i) Creditors of H. Ltd. include Rs.1,200 from S. Ltd. on which S. Ltd. made a profit of cost plus
25% out of which Rs.600 is still in stock.
if)  Profit and Loss Account of H. Ltd. includes dividend at 20% from S. Led. which was paid for
the previous year.
iii) At the time of purchase of shares, balance of Profit and Loss Account of S. Ltd. was Rs.4,800.
A dividend of 20% on equity share capital has been paid from this profit.
iv) Dividend on preference shares for the year 2012 has not been paid yet.
Required: Consolidated Balance Sheet 'on 31* December, 2012
Solution:
a) . Calculation of Ratio of Contribution between H. Lid. and S. Lid.:
H. Lid. = 80% (Given)
S.Lud. = 100% — 80% = 20%
Holding Ratio = 4:1
b)  Calculation of Revenue Profit:

. Closing Balance of Profit and Loss A/c as on 31 December, 2012 .... UL S eI Rs.10,800
{Add: Dividend paid @ 20% (i.e. Rs.9,000 x 20%).... A Y S A O S e e Rs.1,800
Rs.12,600
........ (Rs.4,800)

Profit for the year| Rs.7,800
Less:Preference Dividend @ 5% on R U sttt g s R it P s 18 (Rs.300)

Revenue Profit|  Rs,7,500
H. Ltd share in Revenue Profit = Rs.7,500 x 80% = Rs.6,000
S. Ltd. interest in Preference Dividend Rs.300 x20%= Rs.60
H. Ltd share in Preference Dividend = Rs.300 x 80% = Rs.240
H. Ltd total share in Revenue Profit = Rs.6,000 + 240 = Rs.6,240
c) _ Calculation of Capital Profit:

mou

|

Less:Opening Balance of Profit & Loss a/c as on 15t January 2012............

£

]

' General Reserve as on 1% January 2012....... B N : % A Rs.600
! Profit and Loss Account as on 1% January 2012.. ¢ estieiedidsinseasintihrasaiasasaiientision Rs.4800 ‘

{Less:Dividend paid. e i ; (1800) | Rs.3,000
[ Capital Profitl__Rs.3,600
d) Calculation of Cost of Control: i : S
B R R | Rs.33,600
|Less: Dividend to H Ltd out of Pre-acquisition Profit i.e. Rs.1800 x B0%)Misssicrtos et i Bt s I _(Rs.1,440),
| { Rs.32,160

|

' Less: Paid up value of 80% Equity Share Capital of S Ltd 1
| Paid up value of 80% Preference Share CanitaliofiStadi s B i e 4,800 |
. 80% of Capital Profits in § Lid. ......cousmmesccsnscssne . 2880 | (Rs.14,880)

& £ Goodwill| Rs.17,280




.
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¢) _ Calculation of Minority Interest:

Paid up value of 20% Equity Capital of S, Ld e | Rs.1,800
Paid up value of 20% Preference Capital of S, Ltd. Rs.1,200
20% of Capital Profits Rs.720

_ |20% of Revenue Profits Rs.1,500
120% of Preference Dividend Rs.60

Minority Interest| Rs.5,280

f)  Calculation of Unrealized Profit on Stock:
Unrealized profit = Rs.600 x 25/125 = Rs.120.
Consolidated Balance Sheet of H. Ltd. and S. Ltd.
As on 31%December, 2012

Liabilities Amount Assets | Amount]
Equity Shares of RS.1008aCh ........c..cccccceecrrecvneersrscs 45,000|Fixed Assets:
Minority Interest 5,280 Goodwill 17,280
Reserve and Sumplus: Land and Building:
General Reserve 28,500 H. Ltd. 39,900
Profit and Loss Account : S. Ltd. 17,130 | 57,030
H. Ltd vnneneee 24,000 Current Assets:
Less: Dividend from S Ltd. ................... ( 1.440) Stock:H. Ltd. 8,400
22,560 Selitde.c. 5,000
Add: Share in Revenue profit of S. Ltd ... 6.240 13,400
28,800 Less: Unrealized Profit ..........cccooue... 120 13,280
Less: Unrealized profit ........cccevvrvevereenee 120 28,680|Debtors: H. Ltd. 10,200
Current Liabilities: S. Ltd. 5,500
Creditors: 15,700
H. L. . 4,500 Less: Mutual OWings ........cccconeuuneee 1,200 14,500
S. Ltd. 4.830 Cash at Bank:
9,330 [ KT foer i 8 e DS S 9,900
Less: Mutual OWINGS «........cccosuversevenss .(1.200)| 8,130 Silitd s sisummmmimsmseine 36001 13,500
: 1,15,590 | 1,15,590
Other illustrative problems
lllustration - 21 |
Extracted from the Balance Sheets of H. Ltd. and S. Ltd. as on 31™ Dec., last year are given below:
H.Ltd. | S.Ltd.
Fixed assets 6,00,000| 4,00,000
Current assets : iaa 150,000, 1,00,000
Current liabilities 1,50,000, 1,00,000
Share capital of Rs.10 each 5,00,000, 2,50,000
Profit and Loss A/c (Cr.).....ccoeuvece... 3,00,000/ 1,50,000

Additional information:

a)  H. Ltud. purchased 15,000 shares of S. Ltd. for Rs.2,00,000 on 1* July, last year.

b) Profit and loss A/c of S. Ltd. on 1% January, last year was Rs.70,000.

c)  Current liabilities of S. Ltd. includes Rs.20,000 for goods supplied by H. Ltd. on which the
later company made a profit of Rs.2,000 half the goods are still in the stock on 31*
December, last year.

Required: Consolidated balance sheet

Solution: p
a) Calculation of Ratio of Contribution berween H. Ltd. and S. Ltd.:
No. of shares acquired by H. Lid. 15,000 ;
H.Ld. = Total no. of shares issued by S. Ltd.* 100 = 25,000 * 100 = 60%.
S.Ld. = 100% — 60% = 40%. Holding Ratio = 3:2.
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b) Calculation of capital profit: -

Profit and Loss upto 1% Baisakh Rs.70,000
6 months' Profit from current year [(Rs.15,000 - Rs.70,000) x 6/12] |_Rs.40,000)
Total capital profit|Rs.1,10,000
Share for Holding Company = Rs/1,10,000 x 60% Rs.66,000
Rs.44,000
¢) Calculation of Revenue Profit:
6 month's profit from current year [(15,000 — 70,000) x 6/12] Rs.40,000
Revenue Profit| Rs.40,000
d) Calculation of Minority Interest:
Par value of share Rs.1,00,000
40% of capital profit Rs.44,000
40% of revenue profit Rs.16,000
! Total minority interest| Rs.1,60,000
e) Calculation of Cost of Control:
Cost of investment Rs.2,00,000
Less: Par value of shares belongs to H. Ltd. (Rs.15,000 x Rs.10) Rs.1,50,000
Less: Share of holding company in capital profit .... Rs.66,000
Capital reserve| Rs.16,000
f) Calculation of Unrealized Profit:
.. Profit on half goods in stock = 2'(;00 = Rs.1,000
Consolidated Balance Sheet of H. Ltd. and S. Ltd.
As on 31% December last year.
Liabilities Amount Assets Amount
Equity share capital 5,00,000(Fixed Assets:
Capital reserve 16,000 oLt e s 6,00,000
Profitand Loss A/C ........ccoevuunerrnnnee 3,00,000 S. Ltd. 4,00,000|10,00,000
Add: S. Ltd 24,000 Current Assets:
Less: Unrealized profit ...........c.......... 1.000| 3,23,000 o P P et SO i 5 8 1,50,000
Current Liabilities: S. Ltd. 1,00,000
H. Ltd. 1,50,000 Less: Mutual owing .......cc.eevuuneees 20,000
S. Ltd. 1,00,000 Less: Unrealized profit .................. 1,000 2,229,000
Less: Mutual owing .........cc.eeuvvveruenee 20,000 2,30,000
Minority interest 1,60,000
12,29,000 12,29,000

H. Ltd. acquired 2,000 shares of S. Ltd. for Rs.4,00,000 on 30™ June last year. The accounts of
both companies are closed on 31* December every year. The Balance Sheet of H. Company as on

31* December, last year was:

Liabilities I Amount Assets Amount

Issued and subscribed capital: | Fixed assets 9,50,000
10,000 shares of Rs.100 €aCh .........cccvrvevrerveernne 10,00,000{Investment:

Profit and Loss Alc 5,50,000{2,000 shares of Rs.100 €aCh v..c.vuuvvvvesrrrevreensnnnne 4,00,000

Current liabilities 1,50,000|Current assets....... 3,50,000

17,00,000 17,00,000

The other information are:

i)  The issued shares of S. Ltd. were 2,500 shares of Rs.100 each.

i1)

The current assets and current liabilities of S. Ltd. on 31" December, last year were valued at

Rs.2,00,000 each and fixed assets Rs.5,00,000. The current assets of S. Ltd. include Accounts

receivable of Rs.20,000 due from H. Ltd.




.

.

— - = 0 @ 020 mudwmam

iii) General Reserve and Profit and Loss Account (Credit balance) of S. Ltd. on 1* January, last
year was Rs.1,00,000 and Rs.50,000 respectively. The profit earned by S. Ltd. during the year

was Rs.1,00,000
Required: Consolidated balance sheet
Solution:
a)  Calculation of Ratio of Contribution between H Ltd. and S. Led.:
Ml No. of shares acquired by H. Ltd. 2000

Tortal no. of shares issued by S Ltd.. * 100 = 3550 x 100 = 80%.

S.Led. = 100% ~ 80% = 20%. Holding Ratio = 4 :1.
b) _Calculation of capital profit:

General reserve on 1%t January last year .. |Rs.1,00,000
Profit of loss A/c on 1%t January last year : Rs.50,000
Profit for 6 month (Rs.1,00,000 x 6/12) .. | Rs.50,000

Total capital profit|Rs.2,00,000

)  Calculation of Revenue profit:

Profit for 6 month (Rs.100,000 x 6/12) (Revenue Profit) = Rs.50,000
d)  Calculation of Minority interest:

Share capital (500 shares of Rs.100 each) ...| Rs.50,000
Share of capital profit ... | Rs.40,000
Share of revenue profit Rs.10,000

Total Minority interest|Rs.1,00,000

¢) Calculation of Cost of control

Purchase value of shares Rs.4,00,000
,|Less: Par value of shares (Rs.2,000 x Rs.100) Rs.2,00,000
Less: Share of capital profit Rs.1,60,000

Goodwill| Rs.40,000

Consolidated Balance Sheet of H. Ltd. and its subsidiary S. Ltd.
As on 31* December last year

Liabilities Amount Assets Amount
Issued and subscribed capital: Goodwill 40,000
10,000 shares of Rs.100 each ............cccoeverrssines 10,00,000(Fixed assets:
Profit of loss Alc:H Ltd. ......... e b 1 0 OO S AR 9,50,000
S sy 40,000| 5,90,000 5,00,000 | 14,50,000
Current liabilities:H Ltd......................... 1,50,000 Current assets:
| e e 2,00,000 i B SR o R 3,50,000
3,50,000 Sl it 2,00,000
Less: Mutual owing .....20,000| 3,30,000 - 5,50,000
Minority interest 1,00,000 Less: Mutual owing................ 20,000 | 5,30,000
20,20,000 20,20,000
The balance sheets as of 31/12/2060 of Alpha and Beta companies are as follows:
Liabilities y Alpha | Beta Assets Alpha Beta
Equity share capital..............c..uee.... 5,00,000| 2,00,000|Goodwill .. 50,000 -
Sundry creditors .. ... | 1,00,000f 60,000|Fixed assets 3,50,000/ 2,60,000
General reserVve.................ooovmrmsvssssssnn. 80,000{ 70,000{Investment in shares of Beta............. 2,00,000 -
Profit and Loss A/C.........ooueveevrncrnirnnns 1,20,000{ 95,000({Sundry debtors ..........cccovveerererereenn 80,000 70,000
Inventory 50,000{ 45,000
Cash atbank:, it 70,000{ 50,000
8,00,000/ 4,25,000 8,00,000/ 4,25,000
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a) Beta Company has balance of Rs.40,000 in general reserve and credit balance of Rs.35,000 in
profit and loss account on 01/01/2060.
b) Alpha company purchased 75% of the shares of Beta Company on 01/05/2060.
¢) The goods sold for Rs.30,000 on credit during the period by Beta Company to Alpha
Company at a cost plus 20% profit are still remaining outstanding.
d) The inventory of Alpha Company includes 80% goods supplied by Beta Company.
Required: Consolidated balance sheet
Solution:
a) Calculation of Ratio of Interest between Alpha and Beta.:
Alpha Ltd. = 75%.(Given)
Beta = 100% — 75% = 25%. Holding Ratio=3: 1
b) Calculation of capirtal profit:

Balance of profit and loss A/c on 01/01/2060 Rs.35,000
Balance of general reserve on 01/01/2060 Rs.40,000
Rs.75,000

Add:Profit for the year up to date of acquisition (Rs.95,000 - Rs.35,000 + Rs.70,000 - 40,000) x 4/12=Rs.90,000 x4/12.|  Rs.30,000
Total capital profit| Rs.1,05,000

¢) Calculation of revenue profit:
Profit for the year for 8 months (Rs.90,000 x 8/12) = Rs.60,000

d) Calculation of minority interest:

Shareoapitali(RS:2100,0007%:25%) wiuiiis iessiosstitissatishsmnibiesoivagsatessissssionssassissnssasbinssossitotssses ... | Rs.50,000
2 T U LY i vy, e R AT e NN R el P SO R, 5% AR O R SA = Rs.15,000
25%Share of capital profit. ... | Rs.26,250
Minority interest| Rs.91,250

¢) Calculation of cost of control:

Purchasing price Of Sare..............uuwmmeesseerssssssssssessnnsens B e o Rs.2,00,000
['ass: Panvalie:of share (RS 2 00 00 D ) s i el e o s ivinodhAodusieTossinsossivasissasmivisssnsisschistuonsss Rs.1,50,000
S R e e e E o, e R R i Rs.78,750

Capital reserve| Rs.28,750

f)  Calculation of unrealized profit
Unrealized profit = Rs.30,000 x 80/100 x 20/120 = Rs.4,000
Consolidated Balance Sheet of Alpha Company and Beta Company

e i el R As on 31/12/2060
Liabilities | Amount Assets Amount

Equity share capital { 5,00,000|Gooduwill (Alpha COmPany)..............eeweees 50,000
General rESEIVE.........ccuucumeivcivssrnrersens | 80,000|Less: Capital (ESEIVE .........ooeeevrrrerrcrssearee 28750 21,250
Profitand Loss Alc Fixed assets:

Alpha Company .......cceereernecrinnns 1,20,000 | Alpha Company ......c.cccceueee 3,50,000

Add: [ Beta Company........cccueerunees 2,60,000| 6,10,000

Revenue profit from Beta Company ...45,000 | Sundry debtors:

© 1,65,000 | 1,61,000 Alpha Company

Less: Unrealized profit ..........c..cocovveeee. 4,000 { Beta Company ........cueeevnuenns
Sundry creditors: ] '

Alpha Company Less: Mutual owing 1,20,000

Beta Company ... Inventory: Alpha Company

160,000 | 1,30,000 Beta Company.................

L VTLITE I m— 30,000 | 91,250
{Minority interest | Less: Un realized profit............ 4,000 91,000
[ ! [Cash at bank: Alpha Company. ...... .... 70,000
i, L et i . BetaCompany..............50,000] 1,20,000
P | 962,250 9,62,250]




H. Company Ltd., acquired shares of S. Compan
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y Ltd., on 31" December, last year. The balance

sheet of H. Company and S. Company as on 31* December, last year were as follows:

Liabilities H.Co. | S.Co. Assets T HCo |
Share capital of Rs.100 each.............. 18,00,000{ 4,50,000|Fixed assets 16,70,000, 7,
10% Debentures.............coocerrvseeerere 4000000 - (Investment (4,000 sharesin S.Ltd.)..| 480000 -
Profit and 10SS A/C ..........eeerrerseninerine 1,00,000;  50,000/SUNY EDIOTS ...occcevverecreercereesenennd 4,00,000; 1,00,000
Bank loan 2,50,000; 1,00,000|Stock 4,00,900{ 50,000
Sundry Creditors ...........ceruummeceerennns 5,00,000{ 3,00,000{Cashin hand ...........ccccoorssuesiicvcviivinnnd 1,00,000! 5C,000
30,50,000/ 9,00,000 | 30,50,000, 9,09,000|

Sundry creditors of H. Ltd., includes a sum of Rs.1,60,000 payable to S. Ltd. for credit purchase,

on which the latter company made a profit of
Rs.80,000 purchases from S. Ltd.
Required: Consolidated Balance Sheet

Solution:

a)

10% on sales. The stock of H. I.td. includes

Calculation of Ratio of Contribution berween H. Ltd. and S. Lid.:
No. of shares acquired by H. Ltd.

4,000

H. Lud.

S.Lud. = 1-8/9=1/9. Holding Ratio
b) Calculation of Capital profit of S. Lid.

= Toual no. of shares issued by S. Ltd.. * 100 = 7560~ 8/9

— il

Profit and loss A/c balance on 315 December last year

.......... © Rs.50,000]

Capital profiii Rs.50,000

¢) Calculation of revenue profit of S. Ltd. = Nil
d) Minority interest:

Par value of shares (500 x Rs.100)

w] RS.50,000

Share of capital profit (Rs.50,000 x1/9)

o | R8.5,550

Minority interest.Rs.55,556

Calculation of cost of control:

¢)
Purchases value of shares (Investment cost)

orssnnss | R8.4,80,000

Less: Par value of share (Rs.4,000 x Rs.100)

. |Rs.4,00,000

| Rs44,444

Less: Share of capital profit (Rs.50,000 x 8/9)

Goodwilii Rs.35,556

f)  Calculation of unrealized profit:

Unrealized profit = 10% of Rs.80,000 = Rs.8,000
Consolidated Balance Sheet of H. Co. Ltd..and S. Ltd.

Ason 31%DecemberLastYear by o L

Liabilities Amount Assets | Amount.

Share capital of Rs.100 each 18,00 O GOOaWI i et e i snssiimeinraassdasasnstss | 35,556
Profitand Loss Alc ................ Fixed assets: H. Ltd. .........ccccoovvrrnneen. 16,70,000 |

Less: Unrealized profit............ccoooeeerveesereene 92,000 Salldisi., ....7.00,000 | 23,70,000
10% debenture 4,00,000{Sundry debtors: H. Ltd. ... ....4,00,000
Bank loan: H. Ltd 2,50,000 SH{ U RGP SR 1.00,000 |
S. Lid 1,00.000 | 3,50,000 5,00,000

Sundry creditors: Less: Mutual owing...........cc........ 1,60,000 ' 3,40,000
H. Ltd 5,00,000 L O ] L [ i et ....4,00,000 |
(L ettt s 3,00,000 S e A S fvasninss 50,000
8,00,000 4,50,000

Less: Mutual owing ............ 1,60,000 | 6,40,000 Less: Unrealized profit ................ 8.000 | 4,42,000
Minority interest : 55,556|Cash in hand: H. Ltd. ..........ccoooerpeuenns 1,00,000 |

Sl e ..50,000' 1,50,000

33,37,556 33,37,556)
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The Bahncc Sheets of Holding Company Ltd., and Subsidiary Ltd. have been provided below:
Balance Sheet as on Chaitra end 2063
Liabilities H.Ltd. | S.Ltd. Assets H.Ltd. | 8.Ltd.
Equity share of Rs.100 each.............. 3,00,000{ 1,00,000|Fixed assets 3,00,000 1,00,000
Reserve fund 50,000{ 10,000|Investment on shares of S. Ltd.......... 1,00,000f -
Accounts payable ..........sesmsssssnies 50,000 20,000{Inventories 30,000, 20,000
Profit and LOSS A/C ...uuuuvrrinsnssssssssssas 50,000{ 20,000|Accounts receivable ..........cccccececrurrees 20,000] 20,000
Cash at bank...........coocerimesresenssnsenss - 10,000
4,50,000; 1,50,000 4,50,000] 1,50,000

H. Ltd. purchased 75% of the equity shares of S. Ltd, on Ashwin end. S. Ltd has credit
balance of proﬁt of Rs.10,000 and no general reserve when shares were purchased. H. Ltd. supplied
goods worth of Rs.10,000 at Rs 15,000 and half of the goods have remained as unsold stocks. S.
Ltd. remitted Rs.5,000 on 28®Chaitra, but the H. Ltd. received it only after the balance sheet date.

Required: Consolidated Balance Sheet

Solution:
a)

Calculation of Ratio of Interest between Holding Company Ltd., and Subsidiary Ltd.:

Alpha Lid. = 75%. (Given)
Beta = 100% — 75% = 25%. Holding Ratio =3 : 1.
b) Calculation of Capital profit of S. Ltd.
Profit and loss balance on the date of acquisition (Capital profit) = Rs.10,000
¢) Calculation of revenue profit of S. Ltd.
Profit and loss after the date of acquisition (Rs.20,000 ~ Rs.10,000) Rs.10,000
Reserve fund after the date of acquisition Rs.10,000
Total revenue profit| Rs.20,000
d) Calculation of minority interest:
Par value of share (25% of Rs.1,00,000) Rs.25,000
25% Share of capital profit Rs. 2,500
25% Share of revenue profit Rs.5,000
Minority Interest| Rs.32,500
e) Calculation of Cost of Control:
Purchases value of share (Investment cost) Rs.1,00,000
Less: Par value of shares (75% of Rs.1,00,000) Rs.75,000
Less: 75% Share of capital profit Rs. 7,500
Goodwill] Rs.17,500
f) Calculation of Unrealized profit:
Profit on stock = (15,000 — 10,000)/2 = Rs.2,500
Consolidated Balance Sheet of H. Ltd. and S. Ltd.
As on 31# Chaitra, 2063
Liablilities Amount Assets Amount
Equity shares of Rs.100 €ach............c.eeorerneervenee 3,00,000|Goodwill 17,500
Reserve fund 50,000|Fixed assets: H. Ltd. 3,00,000
Profit and 10SS A/C .........ccvurervenrerarenssennns 50,000 Sl s e 1,00,000 | 4,00,000
Add: Revenue profitin S. Ltd. .................. 15,000 Inventories: H.Ltd. .....
65,000 K e SR R !
Less: Unrealized profit. .........cccoccenecressrenne 2500 62,500
Minority Interest 32,500 Less Unrealized profit ............. 2500 | 47,500
Account payable: Accounts recelvable: H. Ltd. ......... ...20,000 | -
H. Ltd 50,000 SalddiG i 20,000
S. Ltd 20,000 _ 40,000
70,000 Less: Mutual owing................ 15,000 | 25,000
Less: Mutual OWiNg. ......ccevuuernnmerunsasennene 10,000 | 60,000|Cash at bank (S Ltd.) 10,000
3 Cash in transit (Rs.15,000 = Rs.10,000)............... 5,000
5,05,000 5,05,000




The following are the Balance Sheet of H. Ltd., and its subsidiary S. Ltd. as on 31" Decembser, last year:

Liabilities H.Ltd. | S.Ltd. Assets H.Ltd. | S.Ltd. }

Ordinary shares of Rs.100 each ......... 1,400,000/ 2,80,000iFixed assets 14,00,000§ 1,54,000
General reserve..............vvs .| 420,000f 56,000{Investment: 2240 shares in S.Ltd.....] 3,36,000; -

Profit and loss Alc ... ..| 210,000{ 89,600|Inventories 1,12,000{ 80,000

ACCOUNtS PAYADIE ...vvveuerrrevereessssnens 168,000{ 56,000{Accounts receivable ............cc.ueerineed 1,40,000; 1,72,000
Bills payable —|  28,000Bills reCeivable ........coceurerrerrrerrsenssrenesd 28,000 -

Bank balance 1,82.000[ 1,03,600

21,98,000 5,09,600 21,98,000/ 5,09,600

a)  Out of accounts payable of S. Ltd. Rs.28,000 belong to H. Ltd.

b) The bills payable of S. Ltd. includes Rs.14,000, accepted for H. Ltd.
¢) On the date of acquisition of shares, the balance in profit and loss account in"S. Ltd. was
Rs.40,000 and it was Rs.56,000 in general reserve.

Required: Consolidated Balance Sheet

Solution:

a) Calculation of Ratio of Contribution between H. Ltd. and S. Ltd.:
No. of shares acquired by H. Ltd. 560
H.Ld. = Total no. ofshar:s issued);ay S. Led, X 100= 2,800 * 100 = 80%.
S.Lid. = 100% — 80% = 20%. Holding Ratio =4 : 1.
b) Calculation of Capiral profit:
Balance of profit and loss on the date of acquisition | Rs.40,000
Balance of general reserve on the date of acquisition : | Rs.56,000

Total capital proﬁ'ﬂ Rs.96,000

c) Calculation of Revenue profit of S. Ltd.
Revenue profit i.e., Profit and loss after the date of acquisition (89,600 — 40,000) = Rs.49,600
d) Calculation of Minority interest:

Par value of share (560 x Rs.100) ... | Rs.56,000
20% Share of capital profit ..| Rs.19,200
20% Share of revenue profit Rs.9,920

Minoritylntere"s.tl‘ Rs.85,120

e) Calculation of cost of control:

Investment cost .. {Rs.3,36,000

Less: Par value of shares (Rs.2,240 x Rs. 100) .. |Rs.2,24,000
Less: 80% Share of capital profit ; Rs.76,800
Goodwill 35,200

Consolidated Balance Sheet of H Ltd. and S Ltd.
as on 31¢t December Last Year

Liabilities Amount Assets Amount
Ordinary share of Rs.100 each ..........c.ccceeveernenne 14700,000 | Co0MWIl 52 v tone st smiesssssenssiiirssopiittomssarisies 35,200
General reserve 4,20,000(Fixed assets:H. Ltd. .........ccooerrverrenens 14,00,000
Profitand l088 s s 2,10,000 Stitd. .. 15,54,000
Add: Revenue profit of S. Ltd. .......cccoeveee. 39,680 | 2,49,680|Inventory: H.Ltd.....
Account payable: 27 U s SR e U 1,92,000
H. Ltd. 168,000 Accounts receivable:
S. Ltd. 56,000 | B e e SR
2,24,000 Sl S et ;
Less: Mutual owing ......c..cceevveenens 28,000 | 1,96,000
Bills payable (Rs.28,000 - Rs.14,000)................. 14,000 Less: Mutual owing........c...... 28,000 2,84,000
Minority interest 85,120|Bills receivable (Rs.28,000 - Rs.14,000).............. 14,000
Bank balance: H. Ltd............ccoovvveennenne 1,82,000
R B ety s 1,03,600} 2,85,600

23,64,800 23,64,800
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lllustration - 27

The followings are the Balance Sheets of H. Ltd., and S. Ltd., as on 30"‘ Chaitra, 2064, when H.
Ltd acquired the shares.

ol Liabilities H.Ltd. | S.Ltd. Assets H.Ltd. | S.Ltd.
'Shares of RS.100 €8C..ovvrevrcr s 2,50,000{ 100,000{Land and buildings ............cccccrurrrrruene. 75,000{ 90,000
Capital resenve.............. - 60,000 {Machinery 1,20,000, 54,000
|General reserve .. 1,20,000 ~{800 shares in S. Ltd. .......cccovvrerrnnnnn. 1,70,000f -

IRelalned eamlngs 28,600| 18,000|Book debts 22,000{ 20,000
|Creditors 23400,  4,000|Bills receivable (Rs.1,500 from S. Ltd.) 79000 -

Bills payable (Rs.2,000 to H. Ltd.)....... - 4,000{Inventory 60,000{ 18,000
[Bank OVerdraft ...............uueemesersrssnseen 40,000 S CashiatbaNK i e s ecsssias 7,100{ 4,000
x 4,62,000 186,000 4,62,000{ 1,86,000

Additiopal information:
i)  Creditors of H. Ltd. include Rs.6,000 due to S. Ltd.
ii) The directors decided that Land and buildings of S. Ltd. were undervalued by Rs.10,000 on
the date of acquisition of shares.
Required: (a) Capital profit (b) Cost of control (c) Consolidated Balance Sheet
Solution:
a) Calculation of Ratio of Contribution between H. Ltd. and S. Ltd.:
No. of shares acquired by H. Ltd. 1,500
H.Ld. = Total no. of shares issued by S. Ltd. * 100 = 2,000 * 100 = 80%

S.Ld. = 100% - 80% = 20%. Holding Ratio =4 : 1.
b) Calculation of capital profit of S. Ltd.

(ORI dne ot PR MES s ntoest St SRRV, L SO (T e P LR G & oo o U Rs.60,000
Retained eaming Rs.18,000
|Revaluation of land and building (Profit on FEVAIUALON) .......cc.ccooeeeeeeeveseeeseeseeeessereseesseeseeeseseeesseeessesesseseseeseeeeeeee Rs.10,000

Total capital profit| Rs.88,000

¢) - Calculation of revenue profit = Nil

d) Calculation of Minority Interest: T
Par value of share (200 shares@ R5.100 €aCh) .............rorerreomseremrrerroon Rs.20,000
'20% Share of capital profit Rs.17,600

Minority Interest| Rs.37,600

¢)  Calculation of cost of control:

‘Purchase value of share Rs.1,70,000
Less: Par value of share (800 shares@ Rs. 100 each).. Rs.80,000
iLess: 80% Capital profit Rs.70,400

' Goodwill| Rs.19,600
Consolidated Balance Sheet of H. Ltd. and its Subsidiary S. Ltd.
As on 30" Chaitra, 2064

Liabilities Amount Assets Amount
Share of Rei00feath e ol o i 2,50,000{Goodwill 19,600
iGeneral reserve 1,20,000{Land and building:

|Retained eaming 28,600, H.Ltd..... 75,000

|Creditors: H.Ltd ..23,400 S. Ltd. (revalued) (90,000 + 10,000) 1,00,000| 1,75,000
} S. Ltd. 4,000 Machinery: H- L. ..initenins ity 1,20,000

[ 27400 S. Lid. 54,000( 1,74,000
‘ Less: Mutual Owings............. 6,000 | 21,400|Book debt: H. Ltd. . 22,000
xBle payable (Rs.4,000 - Rs.2,000 + Rs.500)...... 2,500 S.Ltd. 20,000
»Bank overdraft (H. Ltd.) 40,000 42,000

‘Minority interest 37,600{  Less: Mutual owing ......cccoeevrvrvvuveeennncnd 6,000, 36,000

‘ Bills receivable (Rs.7,900 - Rs.1,500)............ 6,400
; Inventory: H. Ltd .60,000

‘ S. Ltd. .....18,000| 78,000

Cash at bank: H. Ltd. ........................
200 et R I S b € e O el 11,100
ET68 . ok 5,00,100 { 5,00,100
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Following are the Balance sheet of H. Ltd and S. Ltd as at 31* December 2009 o8
Liabilities H.Ltd. | S.Ltd. Assets [ H.ltd. | S.Ltd.
Share capital of Rs.100 each.............. 10,00,000{ 5,00,000|Fixed @SSELS ........ccorvrrrerresmmesssnssmmrnecee ‘ 8,00,000{ 6,00,000
Reserve 01/01/2009..........c.cooorn. 1,50,000{  50,000|Current assets i 3,84,000; 3,25,000
Profit and Loss 01/01/2009 ................ 1,00,000, 50,000|Investments: [
. Profit for the year..................occcov.. 1,50,000{ 75,000{Shares in S. Ltd. .........ccooerrrmerrires | 480000 -
10% Debenture of Rs.100 each.......... - | 1,00,000400 10% Debenture in S. Ltd. .......| 36000 -
Creditors......... 3,00,000 1,50,000 ' e SIER Rl
17,00,000] 9,25,000| - 117,00,000( 9,25,000
’ Additional Information:
1) H. Ltd. acquired 80% shares of S. Ltd. on 1** July 2009.
ii) H. Led. supplied goods worth Rs.80,000 in which H. Ltd. made a profit of 20% on cost.
y One-fourth of goods were still in stock of S. Led.
iii) A cheque of Rs.70,000 (part payment) from S. Ltd. to H. Led. was in transit as on 31°
December 2009.
Required: Consolidated balance sheet showing working notes for Capiral Profit and Cost of
Control.
Solution:
a)  Calculation of Ratio of Contribution between H. Ltd. and S. Ltd.:
No. of shares acquired by H. Ltd. !
H.Ld. = Total no. ofshar'(?s issucd);)y S. Led. X 100 = 80% (Given)
4 S. Ltd. = 100% — 80% = 20%. Holding Ratio=4: 1.
b)  Calculation of capital profit: : .
o ) B T T Y T R R N | Re.50,000
PR O oD e st s | Rs.50,000
!Proﬁt for the year (Rs.75,000 x 6/12) W T S SRS R e
i Total capital profit Rs.1.37.soo]
c)  Calculation of revenue profir of S. Ltd.: . BB 2R e
Profit for the year (Rs.75,000 - Rs.37,500) BT S |__Rs.37,500
- { Total revenue Profit! Rs.37,500

d) _ Calculation of minority interest:
Par value of share Rs.5,00,000 x 20%

.| Rs.100,000

120% Share of capital profit HEL R .| Rs.27,500
200 SO TOVOO00 DIOME 11 oo b ittt s dpbaisebmsitisinsonsssinsconssntin ot Rs.7.500

Minority interest. Rs.1,35,000

e) Calculation of cost of control:

Investment cost in equity Shares ...........................coveveumnnne ¢ |Rs.4,80,000
Investment cost in debentures.............. R R | Rs.36,000
Less: Par value of share (Rs.5,00,000 X 80/100).......c..c.ecveccsssssssesssssssssosssssssssesssssssessessssmsssssmsasmssssssssssesssssessess |Rs.4,00,000
Less: Par value of debenture (400 shares at Rs.100 each!.. ...... R TR O ! Rs.40,000

N e e o e e S R e R Rl o i G R S R R 'Rs.1,10,000

Capital reserve| Rs.34,000

f)  Calculation of unrealized profit:
Unrealized profit = 80,000 x % x 20,000 x 20/120 = Rs.3,333.33
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Consolidated Balance Sheet of H. Ltd. and its Subsidiary S. Ltd.

As on 31% December 2009 S
i Capital and liabilities Amount Assets Amount
iShare capital of RS.100 €8CH ......cccursurrssrrsrssesss 10,00,000|Fixed assets:
Reserve (01/01/2009) 1,50,000 HE L AR R vvestsorsessd 8,00,000
Profitand Loss (01/01/2009)........cccceuruvssmsrvusmsrnrnases 1,00,000 SpltdE T s 6,00,000 | 14,00,000
Minority interest: 1,35,000|Current Assets:
Capital reserve 34,000 o i 411 5820017 3 e 3,84,000
Profit for the year 1,50,000 S. Ltd..... 2,
U A e A R SRR T AR e S
Revenue profit of S Ltd. .......c.ccoccrceniueneciinen 30,000 Less: Mutual owing
1,80,000 | 1,76,667 6,29,000
Less: 60,000 Less: Unrealized profit ...... 3,333.33 | 6,25,667
Unrealized profit 3,333.33 Cash in transit 70,000
10% debenture of Rs.100 each (Rs.1,00,000 - 40,000)
Creditors: H. Ltd. 3,00,000
I s R B e 1,50,000 | 4,40,000
4,50,000
Less: Mutual owing.......ceeuuseevesee 10,000
20,95,667 20,95,667

lllustration - 29

The Balance sheet of Holding Company Ltd. and Subsidiary Company Ltd. as on 31* Chaitra
2066 are as follows:

Liabilities | H.Ltd. | S.Ltd. Assets | H.Ltd. | S.Ltd.
Equity shares of Rs.100 each............... i 4.00,000{ 2,50,000|Fixed @SSets ........ccevureersemersemsussivecsncn 2,20,000| 1,90,000
OGO w5 ey s e s bisyones nssinnes i 80,000{ 20,000{Investmentin shares of S. Ld............ 250,000 -
Accounts payable 60,000 40,000|Inventories 20,000{ 80,000
Profit and loss Alc 80,000{ 30,000|Accounts receivable .........creresisseinee 80,000, 50,000
Bank 50,000{ 20,000
6.20,000 3,40,000 6,20,000{ 3,40,000

The Holding Company Ltd. acquired 80% of the equity shares of Subsidiary Company Ltd.,
on 1% Kartik, 2066. The Subsidiary Company Ltd. has credit balances of Rs.15,000 in reserve and
Rs.20,000 in Profit and Loss Account. The accounts payable of the subsidiary Company Ltd.
included Rs.25,000 payable to the Holding Company Ltd.

Required: (a) Capital profit (b) Revenue profit (c) Cost of control
(d) Minority interest  (¢) Consolidated Balance Sheet.
Solution:
a)  Calculation of Ratio of Contribution between H. Ltd. and S. Ltd.:
No. of shares acquired by H. Ltd. :
H.Ld. = T no. of shares issued by S. Ldd. ™ 100 = 80% (Given)
S.Lid. = 100% — 80% = 20%. Holding Ratio=4:1
b)  Calculation of Capirtal profit:

Balance of reserve before date of acquisition...... Rs.15,000
Balance of profit and loss account before the date of acquisition Rs.20,000
Profit for the year before acquisition [(Rs.20,000 — Rs.15,000) + (30,000 — 20,000)] X 6/12 .......coeeerneessusnssisnnnne Rs.7,500

Total capital profit| Rs.42,500

¢) Calculation of revenue profit:
Profit for the year after acquisition [(Rs.20,000 — 15,000) + (30,000 ~ 2,0000)] x 6/12

.| _Rs.7,500
Total revenue profitl  Rs.7,500

;i) Calculation of Minority Interest:

[Par value of share (Rs.2,50,000 x 20%) .| Rs.50,000
20% Share of capital profit Rs.8,500
120% Share of revenue profit Rs.1,500

Minority interest| Rs.60,000
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e) Calculaton of Cost of Control:

Solutlon:

Investment cost Rs.2,50,000
Less: Par value of share (Rs.2,50,000 x 80/%) Rs.2,00,000
Less: 80% Share of capital profit Rs.34,000
Goodwill] Rs.16,000
Consolidated Balance Sheet of H. Company Ltd. and S Ltd.
As on 31% Chaitra 2066
Liabilities Amount Assets Amount
Equity shares of Rs.100 €aCh ............ccousenssercvrenene 400,000 GOOAWIIL e s ibississrsssspisisssssmessinsisriss 16,000
Reserve 80,000|Fixed assets: H. Company
S. Company .....cceeerenrennnnne 1,90,000{ 4,10,000
Accounts payable: Inventories: H. Company ... :
H. Company ......c.cccrersssrssssssses 60,000 S. COMPANY ..covvnrrreenreesssesens 1,00,000
RO L — 40,000 Accounts recelvable:
1,00,000| 75,000 HECOMPANYS.ieeiisassisicerssssase
Less: Mutual Owings ............... 25,000 S. Company ....cccucismsnsens
Profit and 1088 A/C ........ccoccnervnnenssssaniens 80,000 86,000 1,30,000
Add: Share of revenue profit ...... 6,000 60,000 Less: Mutual Owings. ....cc....r 25,000{ 1,05,000
Minority interest Bank: H. COMPANY. w.ccrrvcrsonisessssinsers 50,000
S. COMPANY ..v.euisseresssssonssnsss 20,000/ 70,000
7,01,000 7,01,000
The Balance sheet of H. Ltd. and S. Ltd and additional information were given below:
Liablilities H.Ltd. | S.Ltd. Assets H.Ltd. | S.Ltd.
Share capital (Rs.100 each)................ 2,75,000| 1,50,000({Cash 23,500{ 15,000
General reserve.......orenee 30,000{ 20,000{Investmentin S. Ltd........ccururervinirnnnnee 1,40,000 -
Profit and LOSS A/C.....vuvueereresnenscnnns 40,000/ 10,000|Bills receivable = 7,500 4,000
Sundry creditors ..........eeemscsnsienssencne 25,000f 12,500|Sundry debtors 27,500{ 15,000
Bills payable 21,000  9,000|Stock-closing 22,500, 12,500
Fixed assets 1,70,000/ 1,55,000
3,91,000| 2,01,500 ; 3,91,000{ 2,01,500
Additlonal Information
i)  When H. Ltd. acquired 1,000 shares of S. Ltd., the general reserve and profit and loss
accounts of S. Ltd. showed a balance of Rs.15,000 and Rs.2,500 respectively.
ii)  Creditors of S. Ltd. include Rs.5,000 for goods supplied by H. Ltd.
ii) Goods costing Rs.5,000 were purchased by S. Ltd. from H. Ltd. on which later company
made profit of 20% on sales price. Half of the goods is still in stock.
Regquired: (2) Minority interest (b) Cost of control (c) Consolidated Balance Sheet.
a) Calculation of Ratio of Contribution between H. Ltd. and S. Lid.:
No. of shares acquired by H. Ltd.
H.ld. = Total no. of shares issued by S. Ltd. x 100 = 1000/1500 = 2/3
S.Lid. = 1-2/3 Holding Ratio=2:1
b) Calculation of Capital Profit
General reserve at the date of purchase o Rs.15,000
Profit and loss a/c at the date of purchase T T M T R Rs.2,500
Total capital profit| Rs.17,500
c) Calculation of revenue profit
General reserve after the date of acquisition (20,000 - 15,000) Rs.5,000
Profit and loss a/c after the date of acquisition (10,000 = 2,500)........cccumssrmssmmssmsssssmsssssssssssssmssssssssssese Rs.7.500
Total revenue profit| Rs.12,500




W

ilustration =317}

roAt damfafn

d)__ Caleulation of Minority Incerest

rP;;;Ee of share (500 shares @ Rs.100 eaEh)_m ............ .| Rs.50,000

YN0 O COPHBI DIOM ottt Rs.5,833.33

Share of revenue profit ... |Rs.4,166.67
Minority interest| Rs.60,000

e) Calculation of Cost of Control

. Investment cost Rs.1 ,4007)00-0
Less: Par value of share (1000 shares of Rs.100 each) : Rs.1,00,000.00
Less: 2/3 Share of capital profi........... Y e 1_Rs.11,666.67|

Goodwil ; | Rs.28333.33

)  Calculation of Unrealized Profit:
Unrealized profit = 5,000/2 x 20/100 = Rs.500

Consolidated Balance Sheet of H. Ltd. and its Subsidiary S. Ltd,

S i e L AR e QOB MG Ason..........
[ ___ Liabilities { Amount Assets | Amount
Equity shares of Rs.100 each.................. | 2,75,000|Goodwil 28,333.33
{Oenenalireseryer s l 30,000{Fixed assets: H. Ltd. ..............ccooccooen 1,70,000}
{Profitand loss Alc............ 40,000.00 | . Shl fgea, SR o 1.55.000
’f Add: Revenue profit from S Ltd. 8,333.33 ,’ Stock: H. Ltd ... 22,500{ 3,25,000
' f SHUO RS i Sl Ca 12500
48,333.33 | 47,833.33 35,000

i Less:Unrealized proft ............... 500.00 | Less: Unrealized profit .................. 500/ 34,500
Sundry creditors: | Sundry debtors: H. LId .......... 27,500
| L e R ey 25,000 Sillifdie i 15,000
f S-LidEsis s 8 12,500 !I 42,500
i A 37,500 | 32,500 Less: Mutual owing. ..................... 5000/ 37,500

Less: Mutual Owings ..................... ‘ Bills receivable: H. Ltd ...........cccooo....... 7,500
;Bills payable: H. Ltd. ............. o 30,000 Shi AN e e e 4,000 11,500
f SEl i Eaee 60,000|‘»Cash: H. Ltd ; 23,500
(MInOTity INMEreSt ... .o | | SO s 16,000 38,500
‘ 4,75,333.33| 4,75,333.33

ABC Company invested Rs.250,000 to acquire 1,800 equity shares of XYZ Company on Kartic 1,
2064. The credit balance in profit and loss account of XYZ Company was Rs.40,000 on Baishak 1,
2064 and Rs.60,000 in general reserve. ABC Company paid 80% by the end of the year 2064 for
the goods costing Rs.90,000 supplied on credit to XYZ Company at 25% on sales prices as profit
margin. The stock of XYZ Company included 30% of the goods supplied by ABC Company. The
balance sheet of ABC Company and XYZ Company as on Chaitra 31, 2064 are as follows:

Liabilities | ABC Co. | XYZCo. |  Assets | ABC Co. | XYZ Co. |
Equity shares of Rs. 100 each ........... | 9,00,000] 3,06,600)Fixed R R ' 8.50,00@‘3,56,@6
| General 1eSEIVe. uwiussmsmimsamessssens - 1,50,000]  90,000|Investment in XYZ Co.. 250,000, -
Profit and loss account. .. | 2,00,000! B0, 000 DY O DTy e etreseectossisasessanseatosss ‘ 90.000i 75,000
'Accounts payable . i i | 70,000: 65,000{Account receivables 80,000/ 60,000

o R R 4 50,000/ 20,000

| e T SRR S SO S

| 0009 53500]  13,20,000] 5,35,000

Required: Show necessary working notes and prepare consolidated Balance Sheet as on Chaitra 31,
2064.
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Solution:

a) Calculation of Ratiorof Contribution between H. Ltd. and S. Ltd.:
No. of shares acquired by ABC Ltd. 1,800
ABC L. = Tuo. of shares issued by XYZ Ltd. * 100 =3 900 * 100 = 60%.
XYZ. Ltd. = 100% — 60% = 20%. Holding Ratio =3 :2

b) Calculation of Capital profit:
General reserve balances at Baishak 1, 2064 .| Rs.60,000)
Profit and loss account balances at Baishak 1, 2064 (Rs.60,000 + Rs.40,000) ...| Rs.40,000
Profit for the year up to the date of acquisition (Rs.80,000 - Rs.60,000 + Rs.80,000 — Rs.40,000) x 6/12)....... Rs.35,000

Total capital profit|Rs.1,35,000

¢) Calculation of Revenue profit:
Profit for the year after acquisition (Rs.80,000 — Rs.60,000 + Rs.80,000 — Rs.40,000) X 6/12) ...oovvvvvsrseersssssane | Rs.35,000
Total revenue proﬁt! Rs.35,000

d) Calculation of Minority Interest:

Paid up value of 1,200 equity shares i.e. 1,200 x 100.. e L e [Rs.1,20,000
Share of capital profiti.e. 1,35,000 x 2/5 . ... | Rs.54,000
Share of revenue profit i.e. 35,000 x 2/5... R L RIS | Rs.14,000

Minority interest|Rs.1,88,000

¢) Calculation of Cost of Control:

Cost of investment in the shares of XYZ COMPANY ......ccoccrrrrmmmmmmmuesummmsssssssssissssesssmssssssss s | Rs.2,50.0_0a
Less: Paid-up value of 1,800 equity shares i.e. 1,800 x 100 ... ..1,80,000 |
Shares of capital profiti.e. 1,35,000 X 3/5........ s 81,000 |Rs.2,61,000|
Capital reserve/ (Rs.11,000

f)  Calculation of Unrealized Profit:
Value of goods supplied by ABC Company (Rs.90,000 + Rs.90,000 x 25/75) = 1,20,000
Value of unsold stock = Rs.1,20,000 x 30% = 36,000
Unrealized profit = Rs.36,000 x 25% = 9,000
g) Calculation of Mutual Owing;
Mutual Owings (Rs.1,20,000 - 80% of 1,20,000) = 24,000

Consolidated Balance Sheet of ABC Company and XYZ Company
As on 31% Chaitra, 2064

Liabilities Amount Assets Amount

Equity shares of Rs.100 €8CH ... 9,00,000{Fixed assets:ABC Company ............... 8,50,000 Fis)
Capital reserve 11,000 XYZ Company ..3,80,000 | 12,30,000
Minority interest 1,88,000{Inventory: ABC COMPaNY ..........oummmmesess
General reserve 1,50,000 XYZ COMPANY .ovvrnnirnesnisnnes
Profit and Loss Alc:

ABC COMPANY ..coovurnnurunmnassinesses 2,00,000 Less: Unrealized profit ........... 9,000 | 1,56,000|

Add: Share of revenue profit ....... 21,000 lAccounts receivables: 1

2,21,000 | ABC Company ... fitaiessaiers 80,000 |

Less: Unrealized profit ........ccovveu 9,000 2,12,000| XYZ COMPANY. eveisnssnsspasssssassssses 60,000 ]
iAccounts payable: t 1,40,000 E
| ABC COMPANY, seccusssssisssssersesssiass 70,000 | 1 Less: Mutual OWings .........c....ueer 24,000 | 1,16,000
l XYZ COMPANY wvevrrverrersessssssssrses 65,000 {Cash: ABC Company 50,000 |
1 ; 1,35,000 ! XYZ Company 20,000 ! 70,000
‘} Less: Mutual OWINGS ..couecn: 24,000 | 111,000 R e LU
\ 115,72,000, 15,72,000
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SUYH IAEERE T FEAETs TR TR |

(Write the meaning of holding company with suitable example.)
T FHAIH TR AEEES I TR |

(List out four importance of Holding company.)

A FHHTH TR HHES I THer |

(List out any four limitations of Holding company.)

THHA T TR I TGa1e® Ieere TR |

(Write the procedures of preparation of consolidated balance sheet.)
ST AT s F € g I Wik =@ TR |
(What is capital profit? Explain with suitable example.)

ST ATHT SAH & B ITYH IAGT e ATGAT TR |
(What is revenue profit? Explain with suitable example.)
Fra=or TANTAATS. SATEAT ﬂfﬂ’q | (Explain cost of control.)
ST AT AR % f SerEf @ T |
(What is unreleased profit? Explain with example.)

ST IEE e F=T Feft FRYaremd = e |
(Explain inter-company transaction with suitable example.)
@ﬁzf{a‘r@ﬁz}mmm%w ? Refress dfremr firsrar geamsqeg |

(What is pre-acquisition and post-acquisition profit? Differentiate between pre-acquisition and
post acquisition profit.)

wmmm|mmmmrmﬁwm
TR=57

(Define consolidated balance sheet. How the value of goodwill or capital reserve is determined
for the preparation of consolidated balance sheer?)

IRERE T A & @ 7 g TR |
(Write the meaning of mutual owing.)

ST FAAN RO =TS & qhes 7
(What do you mean by inter-company debr?)

wmmmmmlmmmmmr

(Define inter-company unrealized profits and show its accounting treatments.)

ATEEF BT TR F 87 9 F9h frufr e 2

(What is minority interest? How is it determined ?)

%8) mmmﬁﬁrmwmmmm?

(What is mutual debe? How is it treated in consolidated Balance Sheer?)
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(E\E TS TREEE (Practical Problems)

|
ABC Company acquired 3,000 shares of XYZ Company at a cost of Rs.6,00,000 on 31" June 2012
among the 5,000 shares of Rs.100 each of XYZ Company.
Required: (a) Date of Acquisition (b) Ratio of Shares

A Company has 2000 equity share of Rs.50 each. B Company acquired 1,500 share for
Rs.1,05,000 on 30™ March 2011. There was Rs.1,50,000 and 60,000 in Profit and Loss A/c and
general reserve respectively of A Company Ltd. on 01/01/2011. A Company earned profit of
Rs.2,00,000 during 2011.
Required: a) Date of Acquisition b)  Ratio of Shares

) Capital Profit d) Revenue Profit

Ans.: (a) 30 March, 2011; (b) 3:1; (c) Rs.2,60,000; (d) Rs.1 ,50,000
Question No. 3

H. Company required 7000 shares for Rs.9,00,000 on 31* December 2011 out of 10,000 shares of
Rs.100 each. S. Company had reserve and Profit and Loss Alc of Rs.1,20,000 and 2,20,000
respectively on the date of acquisition.
Required: (a) Capital Profit (b) Revenue profit (¢) Minority interest

Ans.: (a) Rs.3,40,000; (b) Ni (c) Rs.4,02,000

Ans.: (a) 31% June, 2012; (b) 3:2

Following information is provided:

Capital PrOfiL cocevesrenssssssssssssssssessssssssssssssssssssssssasssssssssssissssssssssssisssssssssssssasssumss s s e Rs.90,000
REVENUE PLOFIL c.vloceruserissernsasssssssssesssssssassstsnssssssssassssesssssssssssssssssssssssssssssssssssssssmnssssesess e R5.60,000
Invest of H. Company in shares of S. Company is 2,000 Shares for ......ccceeeeiuiasssnsascacacs Rs.3,00,000
S. Company had 3,000 hares Of ........ccouimrsumimsnmmussssssmimmsssss s Rs.100 each.

Required: (2) Minority interest (b) Cost of control

Following information are provided:
i)  Paid up capital of Prakash Farma is Rs.2,00,000 divided into share of Rs.100 each.
ii) Rikesh Farma Purchased 1,600 shares ar a cost of Rs.125 each.
iii) Accumulated profit at the date of purchase is Rs.3,50,000.
iv) Profit earned after acquisition is Rs.1,50,000
Required: (a) Capital Profit (b) Revenue Profit (c) Minority interest (d) Cost of control

Ans.: (a) Rs.3,50,000; (b) Rs.1,50,000 (c) Rs.1,40,000; (d) (Rs.2,40,000)
Adjustment of Debtors and Creditors
Question No. 6

The debtors and creditors of A Company and B Company are as follows:

Ans.: (a) Rs.1,50,000; (b) Rs.40,000

A Company B Company
Debrors 50,000 35,000
Creditors 65,000 25,000

The creditor's of B Company includes Rs.20,000 for goods supplied by A Company
Required: Show the treatment of above transaction in consolidated balance sheet.
Ans.: Creditors Rs.70,000 and Deblors Rs.65,000
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Question No. 7

Bills reccivable of X Company and Y Company are Rs.42,000 and Rs.20,000 respectively. Bills
payable of X Company and Y Company are Rs.51,000 and Rs,25,000 respectively. The bill
accepted by Y Company was in favour of X Company.

Required: Show the treatment of above statement in consolidated balance sheet.

Ans.: Bills payable and receivable Rs.51,000 and Rs.37,000
Profit and Loss account balance of Nokia Company is Rs.25,000 and share of revenue profit of

Nokia Company is Rs.15,000. Stock of Nokia Company and Samsung Company are Rs.40,000
and 30,000 respectively. Unreleased profit was Rs.10,000
Required: Treatment of above transaction in consolidated balance sheet

Question No. 9

Prepare consolidated Balance sheet from the following information:

Ans.: Rs.30,000 and Rs.60,000

Minority interest Rs.35,000 Good will Rs.39,000

Revenue profit from S. Ltd. Rs.8,000 Mutual transaction Rs.14,000
H. Company S. Company

Share capital Rs.2,00,000 Rs.1,00,000

General reserve Rs.20,000 -

Sundry creditors Rs.30,000 Rs.20,000

Fixed assets Rs.1,50,000 Rs.50,000

Current assets Rs.40,000 Rs.34,000

Required: Consolidated Balancé Sheet.

Question'No. 10

The bills receivable of H. Company and S Company are Rs.35,000 and Rs.28,000 respectively.
Similarly bills payable of Rs.40,000 and 20,000 for H. Company and S. Company respectively.
Out of bills payable of S. Company Rs.10,000 represents bills issued in favour of H. Company.
Which company got bill of Rs.5,000 discounted.

Required: Show the treatment of above statements in Consolidated Balance Sheet.

Ans.: Rs.55,000 and Rs.58,000
Question No: 11

The called up capital of S. Company is Rs.6,00,000 divided into share of Rs.10 each. H. Company
bought two third share of S. Company for Rs.8,00,000. General reserve and profit and loss account
on the date of acquisition was Rs.40,000 and 80,000 respectively. The profit earned after the date
of acquisition is Rs.1,80,000: S. Company made issue of 10% bonus share out of profit earned
after the date of acquisition.

Required: (a) Capital profit (b) Revenue profit (c) Minority interest (d) Cost of control

Ans.: (a) Rs.1,20,000; (b) Rs.1,20,000; (c) Rs.3,00,000 (d) Rs.3,20,000
The equity capital of Y Company is Rs.2,00,000 divided into share of Rs.100 each, Out of these
shares X company acquired 1,500 shares @ Rs.1,50,000 cach, On 1* July 2012. The undistributed
profit of Y Company as on 1* January 2012 was Rs.60,000 and profit during the year 2012 is
Rs.80,000.
Required: (a) Capital Profit (b) Revenue Profi (c) Minority Interest (d) Cost of control
Ans.: (a) Rs.1,00,000; (b) Rs,40,000; (c) Rs.85,000; (d) (Rs.75,000)

Ans.: Total Rs.2,99,000
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The issued capital of subsidiary company is Rs.10,00,000 of share of Rs.100 each H. Company
acquired 8,000 share @Rs.150 each. The undistributed profit on the date of acquisition were
Rs.2,00,000. On the balance sheet date the minority interest was Rs.2,52,000.
Required: (a) Capital Profit (b) Revenue Profit (c) Cost of control

Ans.: (a) Rs.2,00,000; (b) Rs.60,000; (c) Rs.2,40,000

Question No. 14

The paid up capital of P Company Ltd. is 5,000 shares of Rs.50 each. Q Company acquired 3,000
share of P Company @Rs.80 each. The profit of P Company till the date of acquisition was
Rs.50,000 and profit after acquisition is Rs.75,000.

The Fixed assets of P. Company and Q. Company is Rs.1,50,000 and Rs.2,50,000 the Directors
decided to revalue fixed asset of P. Company to Rs.1,75,000.

Required: (a) Capiral Profit (b) Revenue Profit (c) Minority interest

(d) Cost of control (e) Fixed assets to be shown in Consolidated Balance Sheet.
Ans.: (a) Rs.75,000; (b) Rs.75,000; (c) Rs.1,60,000; (d) Rs.45,000; (e) Rs.4,25,000

Question No. 15

ABC Company has Minority Interest on the balance sheet date of Rs.35,000. Which includes
capital profit of Rs.10,000 and revenue profit of 5,000. XYZ Company purchased 600 shares for
Rs.48,000 out of the 1,000 share of Rs.50 each of ABC Company Ltd.

Required: Cost of Control Ans.: Rs.3,000

Consolidated Balance Sheet

Following is the balance sheet of holding company and subsidiary company on 31 December 2011
as follows:

Liabilities | H.co. | S.Co. Assets | H.co. | s.Co.
Share capital of Rs.100 each............. 8,00,000! 2,00,000|FiXed @SSetS.......cccverirrerrmrmuermsensnnnes 6,00,000 3,40,000
Preference share & 50,000|Investment: |
General reserve..... ... | 1,00,000{ 30,000/1500 share in S. Company............... ! 2,00000, -
Profits and loss...... ... | 5,00,000; 1,00,000|Cash at bank. | 1,50,000; 40,000
Croditons, &« e e . e 3,00,000| 1,50,000|Stock ............ 3,00,000% 1,00,000
Bills payable (H. Company Rs.10,000) =1 40,000]DEDLOMS .. cciscsesssssascssssssssosssassapssansons 4,00,000 70,000
Bills receivable (Rs.10,000 from S. Co.) 50,000, 20,000
17,00,000| 5,70,000 17.00,000} 5,70,000

There was Rs.20,000 in profit and loss account and Rs. 10,000 in general reserve at the time of
share purchase.
Required: Consolidated Balance Sheet

Ans.: CP Rs.30,000, RP Rs.1,00,000, MI Rs.82,500, Goodwill Rs.27,500; Balance sheet Rs.20,87,500

Question No. 17

The following are the summarized Balance Sheet of H. Ltd. and its subsidiary S Ltd. as on
31/12/2010

Liabilities H.Ltd. | S Ltd. Assets [ H.Ld. | S. Ltg._ﬂ

5,000 Equity Share of Rs.100 each.... | 5,00,000] =LA s iresaesssosssasssnsnssssosssossssssssnanssscnsd | 1,00,000 40,000
10,000 Equity Shares of Rs.10 each.. —{ 1,00,000!BUIldING...cccerereresnisnsansnareniansasasssasesns ‘ 1,00,000! 50,000
Profit and Loss Alc 55, 000: 40,000{StocK .....oeceererurans 90,000, 30,000
Sundry Creditors ............... 20,000/ 35,000|Sundry Debtors 40,000; 30,000
| Investments: 8,000 Shares of S Ltd... 1,25,000| -

| CashInhand!.isssiessssistumsesessississss ! 1,20,000, 25,000

5,75,000| 1,75,000 1 575,000 1,75,000
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H. Led. acquired shares in S. Ltd. on 01/01/2010 when S. Ltd. had Rs.25,000 in Profit and Loss
Account. No. dividend has been declared by S. Ltd. in 2010.

Required: Consolidated balance Sheet of H. Ltd. and its subsidiary S. Ltd. as on 31/12/2010.
Ans.: CP Rs.25,000, RP Rs.15,000, MI Rs.28,000, Goodwill Rs.25,000, Total balance Sheet Rs.6,50,000
Question No, 18

From the two Balance Sheets of H. Ltd. and S. Ltd.

Liabllitles H.Ltd. | S.Ltd. Assets H.Ltd. | S.Ltd.
Share Capital: Building at cost............cereinnriennnnns 72,000( 25,000
Authorized and Issued: Plant and Machinery 40,000{ (15,000
Share of Rs.10 each..........ccccocevueanns 1,20,000{ 30,000 Cost 10,000 5,000
25,000 6,000 Less: Depreciation................. 30,000 10,000
12,000 9,000{Shares in S. Ltd: 2,000 shares of Rs.

15,000 5,000 d0/each: - 2u e 25,000 =
Stock ........ 18,000 3,000
2 Debtors 22,000 7,000
Bank 5,000 5,000
1,72,000/ 50,000 1,72,000f 50,000

When H Ltd. acquired 2,000 shares in S. Ltd., the latter company had reserves amounting to
Rs.5,000 none of which has been distributed since then.
Required: Consolidated balance Sheet of H. Ltd. and S. Ltd.
Ans.: CP Rs.5,000, RP Rs.10,000, MI Rs.15,000, Good will Rs.1,667 and Total balance sheet Rs.1,98,667
Unrealized Profit

Following are the Balance Sheets of R. Ltd. and S. Ltd. as at 31/12/2001:

Liabllities H.Ltd. | SLtd. Assets H.Ltd. | S.Ltd.
Share Capital: FiXadiASSals ... s 5,00,000{ 2,40,000
Equity Shares of Rs.10 each, fully paidup | 4,00,000| 1,50,000|Investments in 15,000 Equity Shares
General Reserve................ooonn.... 50,000; 40,000/in S. Ltd. on 01/01/2001................... 2,00,000f -
Profit and Loss Alc . | 30,000{ 25,000(Current Assets (including Rs.10,000
12% Debentures.......................... 200000 - |Stockintrade purchased from RLd.) | 306 600! 2 60,000
Current Liabilities and Provisions...... 3,20,000| 2,85,000

10,00,000/ 5,00,000 10,00,000| 5,00,000]

Assume that (a) S. Ltd.'s General Reserve and Profit and Loss Account stood at Rs.25,000 and
Rs.10,000 respectively on 01/01/2001 and, (b) R. Ltd. sells goods at a profit of 25% on cost.
Required: Consolidated Balance Sheet as at 31/12/2001

Ans.: CP Rs.35,000, RP Rs.30,000, Mi -NIL, Good will Rs.15,000, Total balance Rs.13,13,000
Mutual Owing
Question No. 20

On first July 2010 senior company Itd bought 15,000 shares of Rs.100 each in Junior Company
Limited for Rs.200 each. Both Companies prepare balance sheet on 31 December 2010 as follows:

Liabllities Senlor | Junior Assets Senlor | Junior
Share capital of Rs.100 each........... 30,00,000/ 20,00,00 |Plant and machinery .......cccovveeeveennes 6,40,000| 2,50,000
10% debenture of Rs.1,000 each..... 10,00,000 - Investment in junior company:
General Reserve [01/01/2010]......... 5,00,000| 5,00,000 15,000 share @ Rs.100 each .... | 30,00,000 -
Profit and loss [01/01/2010]..... .. | 4,00,000{ 1,00,000 300 debenture of Rs.1,000 each | 3,60,000 -
Profit-for.the year........c.cieiclisios: 2:00:0001138 50.000| Stock 28 o ¥ nins - o S 4,00,000( 10,50,000
Creditors .| 3,00,000{ 1,00,000(Debtors .| 5,00,000| 6,00,000
B PAYBDIO B i s s e 2,50,000| = 50,000|Bills receivable............ooovervemvveennn, 4,00,000{ 4,00,000
70,000(Cash balance 3,50,000| 5,70,000

56,50,000| 28,70,000 : 56,50,000 28,70,066
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You are required to prepare consolidated balance sheet as on 31% December 2010 by considering

the following adjustments:

a) Creditors of the Junior Company include Rs.30,000 goods supplied by senior company on
which senior company made a profit of Rs.6,000. Half of the goods are still in stock of Junior
Company. :

b) Bills payable of Junior Company include Rs.50,000 bill drown by senior company. But senior
company discounted bill of Rs.20,000 in the bank before 31/12/2010.

Required: Consolidated balance sheet
Ans.: CP Rs.2,00,000, RP Rs.50,000, Ml Rs.5,62,500; Goodwill Rs.14,10,000, Balance sheet Rs.65,07,000

The following is the balance sheet of X Ltd. and Y Ltd. as on 31/12/2010:

X Ltd.
Liabilities Amount Assets Amounts
Share capital: Fixed asset 21,50,000
30,000 shares of Rs.100 @ach ........ccecerueueiinens 30,00,000{Investment 19,50,000
General reserve....... 8,00,000|Current assets ....... 8,00,000
Profits and loss [01/01/2010] ......ccovueuersurvsuaneee 5,00,000 :
Profits for the year 3,00,000
Creditors 2,00,000
Account payable........ceceiinnierneianannes 1,00,000
49,00,000 4900,000
Y Ltd.
Llabilities Amounts Assets Amounts
Share capital: Fixed a5 10,00,000
10,000 shares of Rs.100 each.........cccevevervennnens 10,00,000{Current @SSets .....cceumnmrrsimmessnsansusnssnne 8,00,000
General reserve [01/01/2010] ..... 1,50,000|Trade investment 2,00,000
Profits and loss a/c [01/01/2010] 2,00,000
Profits for the year 2,50,000
Sundry liabilities .......c.cceeeiieineinene ... | 4,00,000
20,00,000 20,00,000

Additional Information:
a) X Ltd. acquired share in Y Ltd. on July 01, 2010.
b) Investment of X Ltd. include, investment in share of Y Ltd. 7,000 shares at Rs.250 per share
&) Creditors of Y Led. include Rs.50,000 goods supply by X Ltd. on which X Ltd. made a profit
of Rs.10,000. Half of the goods are still in stock of Y Ltd.
Required: Consolidated balance sheet
Ans. CP Rs.4,75,000, RP Rs.1,25,000, Ml Rs.4,80,000, Goodwill Rs.7,17,500; Balance sheet Rs.58,25,500

Revaluation and Depreciation Adjustment

Question No. 22

The following are the Balance Sheets of X Ltd. and Y Ltd. as at 31/12/2001: (figures in rupees)
Liabllities X Ltd. Y Ltd. Assets X Ltd. Y Ltd.
Equity shares of Rs.10 each............. 4,00,000] 1,00,000|EQUIPMENt......cceeiriiuniminniennininsinnnsnes 2,50,000{ 95,000
Profit and LOSS AJC ......covuueenisnesnisnnes 50,000| 20,000|Investment:
External Liabilities .........c.cceersesnrainens 7,50,000| 4,80,000(9,000 Equity Shares in Y Ltd. on
0170112000 iovcistiin s steiiiati s 1,40,000 -
Current ASSetS ....c.coeeciiininnsisnasennas 8,10,000{ 5,05,000
12,00,000| 6,00,000 12,00,000{ 6,00,000

On January 1, 2001, profit and Loss Account of Y Ltd. showed a credit balance of Rs.8,000 and
equipment of Y. Ltd. was revalued by X Ltd. at 20% above its book value of Rs.1,00,000 (but no
such adjustment was effected in the books of Y Ltd.)
Required: Consolidated balance sheet.
[Hints: Rs.1,00,000 Book Value is shown Rs.95,000. So, Depreciation rate will be 5%]

Ans.: CP Rs.28,000; RP Rs.11,000; MI Rs.13,900; Goodwill 24,800, Total Balance sheet Rs.17,03,800
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Question No. 23

When O Ltd. purchased 24,000 equity shares in P Led. on 01/01/201 1, P Ltd. had Rs.22,500 in
General Reserve and Rs.37,500 (Dr.) in Profit and Loss Account. From their Balance Sheets on
31/12/2001 as below:

Liabilities oLd. | PLtd. | oLd. | P L.

Equity Share Capital................... 7,50,000{ 3,00,000{Fixed assets 6,75,000( 1,50,000
General Reserve........... 3 90,000 7,500|Current Assets .| 1,20,000| 1,21,500
Profit and Loss Account 60,000| —|Investments in P Ltd ...| 2,10,000 -
Sundry Creditors..................cooucoue... 1,05,000{  31,500|Profit and Loss Account -l 67,500
10,05,000| 3,39,000 10,05,000| 3,39,000

Fixed assets standing in the books of P Ltd. Rs.90,000 was considered worth Rs.75,000 on the date
of purchase of control. For the purpose of determining the value of shares 20% depreciation has
been written off since acquisition. Stock of O Letd. includes Rs.30,000 on which P Ltd. made
Rs.7,500 profit.
Required: Consolidated balance sheet

Ans.: CP (Rs.30,000); RP (Rs.42,000); MI Rs.45,600; CR Rs.6,000; Total balance sheet Rs.10,47,000

Issue of Bonus Shares:

A Ltd. acquired 2,000 Equity Shares of Rs.100 each in B Led. on 01/01/2001. The summarized
Balance Sheets of the two com anies as on 31/12/2001 were as follows:

Liabilities ~ | Altd. B Ltd. Assets A Ltd. B Ltd.
Equity Share Capital: Shares of Fixed Assefls ..o, o b i T i 7,00,000{ 2,50,000
IRSTI008ACH .\ 0 e Bt 8,00,000; 2,50,000(Current Assets ... 4,00,000/ 2,00,000
Eesewes, ............ - | 3,00,000 50,000/2,000 Shares in B Ltd. at cost........... 3,00,000 -
Profitand Loss Al ... 1,00,000{ 1,00,000
Crediton, ottt N L s 2,00,000/ 50,000
14,00,000{ 4,50,000 14,00,000| 4,50,000

B Ltd. had a credit balance of Rs.50,000 in the Reserves and Rs.20,000 in the profit and Loss
Account when A Ltd. acquired shares in B Ltd, issued bonus shares in the ratio of one for every five
shares held out of the profits earned during 2001. This is not shown in the above Balance Sheet of

B Liud.
Required: Consolidated Balance Sheet of A Led. and ics subsidiary, as on 31/12/2001, giving all

necessary workings

Ans.: CP Rs.70,000' RP Rs.30,000; MI Rs.80,000, Goodwil Rs.4,000; Total Balance sheet Rs.15,54,000

Debentures

Question No. 25

From the Balance Sheets and addiu'qnal information given below:

Liabilities [ Hitd | sitd F Assots H.Ltd. [ S.Ltd.

Share Capital (Rs.100 each)............ ‘i 5,00,000| 2,00,000{Fixed ASSets........................_ 3,50,000/ 3,20,000!
General Reserve...............oooooonoo.. 60,000 40,000{Stock ......... & 35,000 15,000
Profit and Loss Alc 30,000 10,000/Debtors......... e 60,000 30,000
12% Debentures (Rs 100 each)....... - 61,000|Bills Receivable.............c.ou........ 10,000 8,000
Creditors 40,000 40,000!Share in S. Ltd. (1,500 Shares @
Bills payable 12,000 12,000]R8:120'88CH) .. ..vcvrisiicusrnserseommsncsonie 1,80,000 s
Proposed Dividend 40,000{  40,000/400, 12% Debentures @ Rs.90 each| 36,000 -

ix Ayl (11, el SR T R T e ) 11,000 30,000
& h,82,000m,03.000 6,82,000/ 4,03,000

Additional information:

i) When H Ltd. acquired the shares of S. Ltd., the General Reserve and profit and Loss Account
of S. Ltd. Showed a balance of Rs.30,000 and Rs.4,000 (Dr.), respectively.

ii)  Creditors of S. Ltd. include Rs10,000 for goods supplied by H. Ltd. at a profit of 20% on
sales. Half of the goods were still in stock on 31/12/2001.
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iif) The bills accepted by H Ltd. were all in favour of S. Ltd.
iv) Fixed assets were over-valued by Rs.20,000.

Required: Consolidated Balance Sheet

[Hints: Proposed dividend is considered as current liabilicies and Bill of Rs.4,000 is

discounted by S. Ltd.]
Ans.: CP Rs.6,000; RP Rs.24,000; MI Rs.57,500; Goodwill Rs,21,500; Total balance sheet Rs.8,51,500

Dividend out of Pre acquisition
Question No. 26

H. Led. purchased control of S. Ltd. on 01/01/2001. The following are the Balance Sheets of H.
Ltd. as at 31/12/2001:

Liabilities H Ltd. S Ltd. Assets H. Ltd. S.Ltd. |

Share Capital (Shares of Rs10 each)... | 12,00,000{ 6,00,000 Land and BUIldiNGS .......cccunmmermsnssasnnanns 2,20,000! 2,80,000

General Reserve........ccooeuunns .| 1,20,000{ 1,00,000(Plant and Machinery. ,00, 3,60,000
Profit and LOSS A/C ......cuucuvemsensensssssssns 2,00,000{ 2,00,000{45,000 Shares in S. Ltd., at cost. 6,75,000 -

Creditors 2,00,000| 1,60,000|StOCK-IN-rAde .....couevumeemsseermssessasnarmninnns 90,000 40,000

Debtors 1,00,000, 1,80,000

Cash at bank 2,35,000{ 2,00,000

17,20,000{ 10,60,000 17,20,000{ 10,60,000

On 01/01/2001 S: Ltd. had Rs.1,00,000 in General Reserve and Rs.1,20,000 (Cr.) in Profit and
Loss Account. In July 2001, 10% dividend was paid by S. Ltd. for 2000. dividend received from S.
Led. was credited to Profit and Loss Account by H. Ltd. Debtors of S. Ltd. includes Rs25,000 due
from H. Ltd.
Required: Consolidated Balance Sheet as on 31* December, 2001

Ans.: CP Rs.1,60,000; RP Rs.1,40,000; Ml Rs.2,25,000; Good will Rs.60,000; Total Balance sheet Rs.21,40,000

Proposed Dividends

Bengal Ld. acquired 12,000 shares of Barakar Led. of the full value of Rs10 each at a price of
Rs.1,70,000 on 01/04/2001. The Balance Sheets of the two companies as at 31/03/2002 were as

follows:
Liabilities H Ltd. | SLtd. Assets H.Ltd. | S.Ltd.
Share Capital (in shares of Rs.10 each) | 10,00,000{ 2,00,000 GOOAWIL......oconiuenesscnsonusansess 3,00,000{ 70,000
General Reserve (on 01/04/2001).... | 4,20,000 1,00,000(Land and Building .... 4,00,000{ 1,00,000
Sundry Creditors .........couneneininians 2,40,000 92,000{Plant and Machinery 5,00,000{ 1,00,000
Bills Payable o 80,000/ 60,000|StOCK ......covceneruriisunnnens 2,00,000{ 40,500
Profit and Loss A/c (on 01/04/2001). 90,000  40,000(DEDbOrS......crurusrueusinrmmrmsrsmsassnnsnaneces 3,00,000{ 1,34,500
Profit for the year........cueuremessisnes 1,70,000{  45,000|Investments 2,00,000 -
Bills receivable.......ccuvmierenienieesnnnnens 20,000 30,000
Cash and Bank ......cccoesieesnneasssisasass 80,000/ 62,000
20,00,000{ 5,37,000 20,00,000{ 5,37,000
Additional information:

i)  Stock in the hands of Barakar Ltd. includes goods purchased from Bengal Ltd. at Rs.20,000
which includes profit charged by the latter company at 25% on cost.

i) Both the companies have proposed 10% dividend for 2001 —2002.
iii) Out of the Debtors and Bills receivable of Bengal Ltd. Rs.50,000 and Rs.16,000 respectively
represented due from Barakar Ltd.

Required: Consolidated Balanced Sheet of Bengal Ltd. and its subsidiary Barakar Ltd. as at
31/03/2002
Ans.: CP Rs.1,40,000; RP Rs.25,000; Ml Rs.1,54,000; CR Rs.34,000; Total Balance sheet Rs.22,63,000
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Goods in transit and Cash in transits

Question No. 28

The following are the Balance Sheets of H. Led. and S. Ltd. as at 3]

Liabillties H.Ltd. | S.Ltd. Assets H.Ltd. | S Ltd.
|Share Capital (share or Rs.10 each) 50,000{  40,000|Fixed Assets...,....... 20,000{ 30,000
'IGeneral Reserve ................cooeveenn. 12,000 4,000|Debtors: External 9,000 5,000
Profit and Loss A/C .................. .| 10,000 6,000 S.Ld.... ] 3,000 -
Creditors: External 11,000 5,000|Cash at bank......................cc.o........ 5,500 1,900
f 1185 B e - 2,900|Stock .. 4,000 9,000(-
| Shares in S. Ltd. (3,000 Shares)...... 32,000 -
l Goods — in —transit..................... 600 -
{ Other investments........................... 8,900 12,000
| 83,000/ 57,900 83,000/ 57,900

The credit balance of profit and Loss Account of S. Led, at the date EL. Ltd. bought its shares was
Rs.2,000 and the general reserve stood ac nil. On 31° December, 2001 there were goods-in-transit
from H. Ltd. to S. Ltd. Rs.600 and cash-in-transit Rs.100 from S. Ltd. to H. Ltd. These had been
entered only in the books of sending companies.
Required: Consolidated balance sheet of H. Led. and its subsidiary as at 31* December, 2001

Ans.: CP Rs.2,000; RP Rs.8,000; MI Rs.12,500; Goodwil Rs.500; Total balance sheet Rs.1,06,500

The Balance Sheet of H. Ltd. and S. Ltd. are:

& Liabilities H. Ltd. | S.Ltd. Assets H.Ltd. | S.Ltd.
{Share Capital: : : 8,000, 1,200
|Equity Shares of Rs.10 each ........... 10,000 2,000 6,100 2,400
{Profit and Loss Alc 4,000 1,200 1,300 1,700
[Reserve Fund............... 1,000 600 100 -
Creditors ... 2,000 1,200|150 Shares in S. Ltd. (at cost).. 1,500 -
LBﬂs PayableX i s d o n i it - 300

x 17,000 5,300 ; 17,000 5,300

Following other additional information are also given:
i) S.Ltd. Co. has earned all the profits only since the above 150 shares were acquired by H. Ltd.
i)  On the date of acquisition of these 150 shares by H. Ltd., S. Ltd. got reserves of Rs.600

i) The bills payable of S. Ltd. were in favour of H. Led. were in favour of H. Ltd. which had
discounted Rs.200 of them.

iv) Sundry assets of S. Ltd. were under-valued by Rs.200.
V) Stock of H. Ltd. include goods of Rs.500 purchased from S. Ltd. at a profit of 25% of cost.
Required: Consolidated Balance Sheet

Ans.: CP Rs.800; RP Rs.1,200; MI Rs.1,000; CR Rs.600: Total Balance sheet Rs.20,800
Question No. 30
The Balance Sheet of H. Ltd. and its subsidiary S. Ltd. as at 31" March, 2002 were as under:

| Liabilities H. Ltd. | S.Ltd. Assets H.Ltd. | S.Ltd..
[Share Capital: Land and Building....................... 6,00,000] —
|Equity Shares of Rs.10 each, fully paid | 20,00,000| 5,00,000|Plant and machinery ........... . 1 20,00,000 -
iGeneral RO6O(VE ... t8s =t 3,00,000/ 1,00,000(Furniture and Fixtures 90,000{ 1,00,000
|Profit and Loss Alc: 30,000 shares in S. Ltd., at cost....... 6,50,000 -
|Balance on 01/04/2001.................. 4,00,000| 2,00,000(StOCK ........veoreerrrrrrreonsnn, ... | 4,00,000| 7,50,000
|Profit for the year ended 31/03/2002 5,00,000/ 2,50,000|Debtors 1,00,000 2,80,000
“sms payable.. s il | 1,50,0000 - [CashinHand........ 10,000)/ 15,000
{Crediors ;s e e ... | 3,00,000| 3,00,000|Cash at Dena Bank - 1,05,000
‘ 2,00000] -  |Bills Receivable.................. - 1,00,000

{Bank — Overdraft
r_‘ 38,50,000| 13,50,000 38,50,000/ 13,50,000

-



-
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All the 30,000 shares in S. Ltd. were acquired by H. Ltd. on 1* October, 2001. Bills reccivable lield
by S. Ltd. are all accepted by H. Led. included in Debtors of S. Led. is a sum of Rs.60,000 owing
by H. Ltd. in respect of goods supplied by S. Ltd.
Required: Consolidated Balance Sheet of H. Ltd. and its subsidiary S. Ltd. as at 31* march, 2002
Ans.: CP Rs.4,25,000; RP Rs.1,25,000; Ml Rs.4,20,000; Goodwill Rs.95,000; Totai Balance sheet Rs.44,85,000

The Balance Sheet of H. Ltd. and its subsidiary S. Ltd. as on 31/12/2001 were as follows: (All

figures in rupees)

Liabilities H Ltd. | S.Ltd. Assets H.Ltd. | S. L.
Share capital: UMY ASSHIE vt e aesvissseshats 16,000, 10,000
Shares of Rs.1 €ach........ccceveeerennens 10,000 6,000{Investments: 4,000 Shares in S Ltd. 4,000! -
General Reserve..... 4,000 =
Profit and LOSS A/C .....ueeeurerreserernene 4,000 1,800 !
o oy e 2 A S e 2,000 2,200 | !
20,000/ 10,000 | 20,00 10,000

The shares were purchased by H. Lid. in S. Ltd. on 30" June, 2001, On 1* January, 2001 the
profit and Loss Account of S. Ltd. showed a loss of Rs.3,000 which was written-ofl from profits
carned during the year. Profits were earned uniformly over the year 2001.

Required: Consolidated Balance Sheet of H. Ltd. and S. Ltd. as on 31" December, 2001 giving the

workings.

Ans.: CP (Rs.600); RP Rs.2,400; MI Rs.2,600; Goodwill Rs.400; Total Balance shest Rs.26,400

Question No. 32

The following are the Balance Sheets of M. Ltd. as at 31/12/2001:

Wid, | Nid |

Liabilities M Ltd. N Ltd. Assets :
Equity Shares of Rs.10 each, fully paid | 3,00,000] 2,00,000|Fixed Assets: | 6,00.000; 340,000
Capital Redemption Reserve... 1,20,000 - Investment in 15,000 Equity Shares in | i
General Reserve ... .| 1,00,000 30,000 N Ltd. on 30/06/2001 2,00.0002; -
Profit and Loss Alc (before any app.) ... 60,000 40,000|Debentures of N Ltd. at par. 50,000 -
Debentures 2,00,000{ 1,00,000{Debentures of M Ltd. at par.... - | 60,000

OIS interest on Debentures (for 1 year) 30,000 15,000{Other ASSetS..........ccmwuesemrmresressnsnsssssenss 1,50,000 1,00,000
Otherliablilies .. . .. . ......cui s hverfossames 1,90,000 1,15,000
10,00,000| 5,00,000 10,00,000; 5,00,000

Balance Sheet as at 31/12/2001. Assume that N Ltd has earned uniformly in 2001 and its profit
and Loss Account showed a debit balance of Rs.20,000 on 01/01/2001. Show the workings also.

Required: Consolidated Balance Sheet
Ans.: CP Rs.40,000; RP Rs.30,000; Mi Rs.67,500; Goodwill Rs.20,000; Total Balance sheet Rs.11,93,500

Question No. 33

The assets and liabilities of Holding Company and Subsidiary company as on 31" Chaitra previous

ear are given below:

Holding Company l
Fixed assets Rs.470,000|
Current assets..... Rs.3,00,000
Profits @nd 1088 AJC.......cccorseseascrsssrsarsscssesascsstissssssassasssasssssssssstsssssssassnsstssas Rs.1,00,000
Raserye el wlsasr Aoy S st 2 it Rs.3,40,000!
AR A R s Sl o C T s R, Rs.70,000
Fully paid equity share of Rs.10 aCh ........ccoccimeminimiiiciiiisinnines RsAG.OO.OOOI

Subsidiary Company

Rs.175,000
Rs.2,00,000
Rs.60,000
Rs.80,000
Rs.35,000
Rs.2,00,000
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Additional information:

i) Holding company acquired 16,000 shares on 1** Kartik of last year for Rs.3,40,000

i)  Profit and loss account of Subsidiary Company stood at Rs.30,000 on 1% Baishakh, last year.
The general reserve remains unchanged since that date.

iii) The debtors of Subsidiary Company include a sum of Rs.10,000 due from Holding Company
for goods supplied

iv) The current assets further include the entire stock purchased from Subsidiary Company as
mentioned in (iii)

iv) The Holding Company remitted Rs.5,000 to Subsidiary Company but the latter company
received it only on 2™ Baishakh this year.

uired: (a) Goodwill/Capital reserve (b) Minority interest
Req p ty
(c) Inter company owing (d) Unrealized profit
(e) Cash remitted and not received ()  Consolidated balance sheer.

Ans.: CP Rs.1,25,000; RP Rs.15,000; MI Rs.68,000; Goodwill Rs.80,000; Total Balance sheet Rs.12,18,000

Question No. 34

The compiled balance sheet of P. Ltd and Q. Ltd are given below as at 31* Chaitra last year:

Liabilities P. Ltd Q. Ltd Assets P. Ltd Q. Ltd
Equity share of Rs.100 each............ 20,00,000| 8,00,000|Fixed assets................ . 12,00,000; 4,50,000
12% preference share. ..................... - 2,00,000|Current assets excluding stock. 4,00,000{ 3,00,000

|General reserve............c...cccovennn. 4,00,000 - Stock ... | 2,00,000| 1,50,000,
Profits and loss Alc.. .. | 2,00,000 - Investment.. 8,50,000 70,000
ilradeicteditonsy, &t ot ¥ e 80,000 50,000(Bank 30,000 20,000
{ Profit and Loss A/c - 60,000
L 26,80,000( 10,50,000 26,80,000/ 10,50,000

Additional Information:
i) Investment of P. Ltd includes Rs.7,50,000 paid to Q. Led. for the purpose of 6,000 equity
shares on Shrawan 01 of previous year.
ii)  The profit and loss accounts of Q. Ltd. showed a credit balance of Rs.30,000 on Baishakh 01
of the previous year.
iii) Q. Ltd. supplied goods worth Rs.80,000 to P. Ltd. on credic at a profit of 25% on cost price.
iv)  Half of the goods received from Q. Ltd. are still in stock of P. Led.
v)  P. Ltd. paid 25 percent of the amount of the due against credit purchase of goods from Q.
Ltd. before closing accounts for balance sheet.
Required: Consolidated balance sheer with necessary working notes.

Ans.: CP Rs.7,500, RP (Rs.67,500); MI Rs.3,85,000; Goodwill Rs.1,44,375; Total Balance sheet Rs.29,96,375
Question No. 35

White Ltd invested Rs.4,20,000 for 2,800 equity shares of Black Ltd on Jestha 31 of the previous
year. The summarized Balance sheets of White Ltd and Black Ltd. as a Chaitra last of the previous
year are given below: :
[ Liabilities White Ltd. | Black Ltd. Assets White Ltd. | Black Ltd.

Equity share capital of Rs.100 each | 1500,000 4,00,000(Fixed |- BRI ... [ 11,80,000{ 7,00,000
{8% Debenture of Rs.100 each......... - 3,00,000(Investment in Black Ltd.:
General reserve .................... 90,000 20,000 2,800 equity share 4,20,000 -
Capital reserve........ ; 100,000 = 1,000, 8% debenture 1,00,000 =
Profit and loss Alc .. .. | 220,000 1,70,000[Stock .........coerrverrrrernne... 50,000 80,000
Accounts payable............c.............. 80,000 60,000(Accounts receivables...................... 1,50,000{ 150,000
Bills payable (Rs.20,000 to White Ltd) - 30,000|Bills receivables (Rs.15,000 from
BlacK ISd) .5 i o ARy Nt 50,000 40,000
Cashiat bank. .. il . . 40,000 10,000
19,90,000|  9,80,000 _[19,90,000] "9,80,000
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Further information for incorporation in consolidated balance sheet:

i)
if)

The profit of Black Ltd. includes accumulated profit of Rs.50,000 in the beginning of
previous year

Black Ltd. holds 15,000 units of goods out of 20,000 units of finished goods supplied by
White Ltd at Rs.3 per unit. The supply goods was made at cost plus 20 percent

Required: Necessary working sheet 8 Consolidated balance sheet.
Ans.: CP Rs.90,000; RP Rs.1,00,000, MI Rs.1,77,000; Capital Reserve Rs.77,000; Total Balance sheet Rs.24,27,500

Question No. 36

The X Ltd. purchase 90 percentage shares of Y Ltd. on Poush last of previous year. The balance
sheets of two companies presented as at Chaitra last of previous year are given below:

Liabilities X Ltd Y Ltd Assets X Ltd Y Ltd
Equity share of Rs.100............c.c...... 8,00,000{ 3,00,000{Land and building 4,00,000{ 2,10,000
General reserve......... 1,50,000 50,000{Plant and machinery 2,90,000| 2,00,000
Revenue account .. 2,50,000 90,000{Stock 1,30,000{ 50,000
Sundry creditors .... 70,000 30,000{Book debts 50,000 40,000
Bills payables.........icccesesenssacsecneresse - 30,000/Bills receivables 20,000 -
; Investment in equity shares 3,80,000 -
12,70,000{ 5,00,000 | 12,70,000{ 5,00,000

ii)
iii)
iv)

General reserve of account of Y Ltd. reported credit balance of Rs.50,000 in the beginning of
the previous year.

Y Ltd. has credit balance of proﬁt of Rs.40,000 on Baishakh 01 of the previous year.
Y Ltd’s acceprance of bill of was all in favor of X Ltd.

Goods costing Rs.10,000 of Y Ltd. were destroyed by fire during Jestha of the previous year.
The loss has been charged to revenue account of the year

Required: Working sheet and consolidated balance sheet
Ans.: CP Rs.1,25,000; RP Rs.15,000; Ml Rs.44,000; CR Rs.2,500; Total Balance Sheet Rs.13,70,000

:
On 1%, Kartik, 2058 X. Company Ltd. acquired 1,600 shares of Rs.100 each in Y. Ltd. at a cost of
Rs.4,00,000. The other relevant information are:

a)
b)
9]

d)

Profit and Loss Account and General reserve of Y. Ltd. stood at Rs.50,000 and Rs.60,000 on
1* Baishak, 2058.

Stock of X. Ltd. includes Rs.15,000 relating to stock purchase on credit from Y. Ltd. which
follows the practice of charging 25% extra on cost for determining the selling price.

X. Lid. remitted Rs.10, 000 out of credit purchase of Rs.15,000 to Y. Ltd., but the latter
Company received it on 5 Baishakh, 2059.

Profit and loss account of X. Ltd. includes dividend @ 10% for the year 2057 from Y. Ltd.,
which was declared and paid after 1* Kartik, 2058.

The balance sheet of X. Ltd. and Y. Ltd. as at 31* Chaitra 2058 are as follows:

Liabllities X. Co. Y. Co. Assets X. Co. Y. Co.
Equity share of Rs.100 each............ 8,00,000{ 2,00,000{Plant and machinery ........ccceerureienns 8,00,000/ 2,50,000
General reServe...........ccceeceeeeenreernnes 4,00,000 60,000 |Furniture and fixture = 50,000 70,000
Profit and Loss A/C .......cceccreirivnnnn 3,00,000 20,200|Investment: Share in Y. Ltd............ 4,00,000 -
ACCOUNtPAYRDIS .t /s i ieavsansemmiisse 1,50,000! 1,6C.C00 1,50,000 80,000

1,50,000, 70,000
1,00,000f 30,000

16,50,000| 5,00,000 16 50,000 5,00,000

Reyuired: Prcparc consolidated balance sheet as on 31%, Chama, 2058 by ascertaining Minority

interest, Cost of control, Profit and loss balancc and Account receivable.
Ans.: CP Rs.1,15,000; RP Rs.25,000; Ml Rs.68,000; Goodwill Rs.1,32,000; Total Balance sheet Rs.18,74,000
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Following is the balance sheet of Rata and Sita Company as on 32/12/2067

Liabilities Rata Sita Assets Rata Sita
Share capital @ Rs.100 each........ 60,00,000| 20,00,000|Fixed assets...........ccoueeecerversenennes 37,00,000| 23,50,000
10% debenture @ 100 each... 20,00,000{ 15,00,000(Investment:
Frofit and Loss account...... 25,00,000{ 8,00,000 12,000 share in Sita Ltd......... 15,00,000 =
General reSBMVe........ccuiururieniereniens 10,00,000f 5,00,000 5,000 debenture in Sita Ltd...., 6,00,000 -
Creditors 5,00,000] 4,00,000{Book debts............ccrerereeererinrannd 18,00,000{ 10,00,000
Bills payable (Rs.1.00,000 to Rata)| 3,00,000 4,50,000|Closing Stock.........ccceerernenesnurannes 12,00,000{ 10,00,000
R LRI s o es s hassevbernsinsion - 4,00,000|Bils receivable (Rs.60,000 ffom StaLtd)| 10,00,000( 5,00,000
Cashial Bank. ...\ iationertisetaresd 20,00,000{ 12,00,000
Sita Ltd. 5,00,000 -
1,23,00,000{ 60,50,000 1,23,00,000| 60,50,000
a) Rara company acquired to Sita Company on 30 Poush 2067

b)

01/2067 was Rs.6,00,000 and Rs.3,00,000 respectively.

<)

Company which was declared and paid after 30 Poush 2067.

d)
stock of Sita Ltd.

Required: Consolidated balance sheet

Question No: 39

The following is the balance sheet of X. Ltd. and Y. Ltd. as at 30 Chaitra 2068:

Credit balance of profit and loss account and general reserve of Sita Company on Baishakh
Profit and loss Account of Rata Led. include dividend @10% for the year 2066 from Sita

Rata Company supplied goods value Rs.62,500 on credit at cost plus 25% still include in

X. Ltd.

Liabilities Amount Assets Amount
Share capital paid UP.......ccoverrerereraesininssareeses 10,00,000]PIxed asSels it e iea i tersmarersritasssussssiarseiassass 12,00,000
Ceneral reserve........ 2,00,000{Investment in shares of Y. Ltd 3,00,000
Profits and loss A/c... 4,00,000{Current t 4,00,000
Liabilities 3,00,000
! | 19,00,000 19,00,000

LI Y. Ltd. !

[ Liabilities [ Amount Assets Amount
Share capitalipald Ul sl it i, 5,00,000 | EIXO BSOS .- .. rvtidhiiresisavavissiins dosarpaiadbovssssy 8,00,000
|General reserve 01/01/2068 ... 50,000(Current assets 2,00,000
|Profit and loss A/c 01/01/2068 1,00,000
[Profit for the year.............c.... 1,50,000
(Sundry creditors..............cccennnne 2,00,000
L 10,00,000 10,00,000
i) X Ltd. purchase on 1* Kartik 2068, 60% of the share capital of Y. Ltd.

ii)

of the goods are still in the stock of Y. Ltd.
i) Y. Ltd. remitted Rs.30,000 to X. Ltd. but the latter company received it on after 30 Chaitra 2068

Prepare a work sheet showing details working and also prepare the consolidated balance sheet.
Ans.: CP Rs.2,25,000; RP Rs.75,000; MI Rs.3,20,000; CR Rs.1,35,000, Total Balance sheet Rs.25,88,000

Question No. 40

X. Lud. supplied goods worth Rs.40,000 on which X. Ltd. made a profit of Rs.4,000 and half

The summarized balance sheet of A Ltd and its subsidiary B. led as at 31/12/2068 as follows:

Liabilities A. Ltd. B. Ltd. Assets A. Ltd. B. Ltd.
Capital Equity: CO0AWII R iRE i s ivesssererstases 3,75,000 1,12,500
Share of Rs.100 each................... 18,00,000f 9,00,000(Plant at cost (Less Depreciation) | 10,80,000, 6,75,000
Share premium 2,70,000 - Fixture at cost (Less Dep") ......... 1,95,000 85,500
Capital reserve (01/01/2068) .. 1,20,000 90,000|Stock at cost.........cccercuvrenne 2,70,000, 1,80,000
General reserve (01/01/2068)....... 2,25,000 260.,0001DbIOrS =ik Sk slivemmenisrsssstarsstonse 9,40,500f 3,16,500
Profit and loss A/c (01/01/2068).... 6,00,000 1,20,000{Investment at cost:
;| Profit for 2068........c.c..suceeirenens = 2,40,000 75,000 Trade investment.........ccoeivneene - 37,500
Creditors ..... 2 5,25,000 1,65,000{ 7200 equity share in Subsidiary
(2380 1 (; FOERRE S SRR R S 40,500 - COMPAaNY. vt hassssbsassrsamnstves 8,10,000 -
Balance at bank... 1,50,000 45,000
Vo 1 MRS O U . R b - 48,000
38,20,500{ 15,00,000 38,20,500{ 15,00,000
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You are required to prepare consolidated balance sheet of A. Ltd. and its subsidiary B. Ltd. as at
31* Chaitra 2068 after giving effect to the following relevant information:

a)

b)
<)
d)

The creditor of B. Ltd. includes Rs.80,000 purchase from A. Ltd., on which the later
company made a profit of 25% on cost. ‘

The stock of B. Ltd. included Rs.60,000 goods purchase from A. Ltd.
A cheque of Rs.7,500 from A. Ltd. to B. Ltd. was in transit as on 31* Chaitra 2068
A. Ltd. acquired the equity share in B. Ltd. on 1* Kartik 2068.
Ans.: CP Rs.3,97,500; RP Rs.37,500; MI Rs.2,67,000; CR Rs.2,28,000; Total Balance sheet Rs.41,50,000

The following are the Balance Sheets of H. Ltd. and its subsidiary S. Ltd. as at 31* March, 2002:

Liabllities H. Ltd. | S.Ltd. Assets H. Ltd. S. Ltd.

Equity Shares of Rs.10 each ........ 6,00,000{  2,00,000Machinery : 3,90,000| 1,35,000

General ReServe ......ccccceeeiiinnnens 3,40,000 80,000  FUMMUNG, .covessossscissossosisosonipasnsisin 80,000 40,000
Profit and Loss Alc 1,00,000 60,000{80% Shares in S. Ltd., at cost...... 3,40,000 =

(& [T A e A LS SRR 70,000 35,000/ StOCK. .....eocrverumecrrrnranssenne ] 1,80,000! 1,20,000

oot G S R | sp.000 30,000

Cash at Bank 70,000 50,000

11,10,000{  3,75,000 11,10,000/ 3,75,000

The following additional information is provided to you:

i)

i)

iii)

Profit and Loss Account of S. Ltd. stood at Rs.30,000 on 01/04/2001, whereas General
Reserve has remained unchanged since that date.
H. Ltd. acquired 80% shares in S. Ltd. on. 01/10/2001 for Rs.3,40,000 as mentioned above.

Included in Debrors of S. Ltd. is a sum of Rs.10,000 due from H. Ld. for goods sold at a

profit of 25% on cost price. Till 31/03/2002. Only one half of the goods had been sold while

the remaining goods were lying in the godown of H. Ltd. as on thar date.

Required: Consolidated Balance Sheet as at 31" March, 2002. Show all calculations clearly
Ans.: CP Rs.1,25,000; RP Rs.15,000; MI Rs.68,000; Goodwili Rs.80,000; Total Balance sheet Rs.12,14,000

Question No. 42 ?

Following are the Balance Sheets of P. Ltd. and R. Ltd. as at December 31, 2001:

Liabilities P. Ltd. | R.Ltd. Assets | P.Ltd. R. Ltd.
Following Capital (Rs.10 each)..... 2,50,000 1,00,000{Go0dWill .......ccenrrnneninrninissienns I 20,000 10,000
General Reserve. ... 75,000 30,000/ Fixed Assets e 2.00,000‘ 1,20,000
{Profit and Loss Alc..... % 70,000 60,000 Stock 80,000 30,000
!Creditors .................. 50,000 20,000]DEbOTS ..cueersesussssssensossssnsansssates 60,000 50,000
|BUIS PRYADIB.....ocssisrsstsassssivassosssos 5,000 2,000| Investments (6,000 Shares of R. Ltd.) 85,000 -
(0771 PO O c st B (ML ol 5,000 2,000

4,50,000, 2,12,000

4,50,000] 2,12,000

Additional information:

i)
ii)
iii)

iv)

Shares in R. Ltd. were acquired by P. Ltd. on 1" July, 2001.
R. Led. had on 01/01/2001 Rs.18,000 i: General Reserve and Rs.14,000 in Profit & Loss Alc
Included in the creditors of R. Ltd. is Rs.12,000 for goods supplied by P. Ltd.
Included in the stock or R. Ltd. are goods to the value of Rs.6,000 which were supplied by P.
Ltd. at a profit of 25% on cost.
Required: Consolidated Balance Sheer as at 31/12/2001 showing necessary workings.

Ans.: CP Rs.61,000; RP Rs.29,000; MI Rs.76,000; CR Rs.11,600; Total Balance sheet Rs.5,52,200
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On 1" July, 2001 Maharaja Ltd. acquired 8,000 shares of Rs.10 each of Praja Ltd. Rs.1,00,000.
Their respective Balance Sheets on 31/12/2001 were as follows:

s W] o v [P
Share Capital shares of Rs.10 each..... 2,00,000( 1,00,000(Fixed ASSELS ..............ceorerrreeriverrurenns 1,00,000| 1,00,000
Reserve 30,000] 40,000(Investments ..............cccocerrrreerrererins 1,00,000 -
PrOMSIRHEOSS AIC ... ... iosiseasiseiesesssioss 70,000, 60,000(Stock 50,000{ 40,000
Creditors 25,000{ 15,000|Debtors . 65,000( 70,000
Bills Payable (Accepted — all are in Cashat BankK. s i 5,000 10,000
favour of Maharaja Ltd.)...........ccccu...... 2 5,0001Bills Receivable (Received from
Praja le) ......................................... 5,000 .y
3,25,000| 2,20,000 3,25,000 Z,ZO,E

Additional information:

a) At the time of acquiring shares, Praja Ltd. had Rs.15,000 in Reserve and on 01/01/2001 Praja
Ltd. had Rs.20,000 in profit and Loss Account.

b)  Praja Led. paid 10% dividend in July for the year 2000 and Maharaja Ltd. credited the share
of dividend to their profit and Loss Account.

) On the date of acquisition of share, Fixed Assets of Praja Ltd. stood at Rs.1,20,000 on
01/01/2001 these were revalued at Rs.1,40,000. Stock of Praja Ltd. includes Rs.12,000 on
which Maharaja Ltd. made a profit of 25% on sales.

d) Proposed Dividend of both the companies for 2001 is 10%.

Required: Consolidated Balance Sheet as on 31* December, 2001.
Ans.: CP Rs.92,500, RP Rs.25,833, MI Rs.45,667, Capital reserve Rs.62,000, Balance sheet Rs.4,66,893



