CORPORATE ACCOUNTING- C010501T

UNIT I: Shares, Forfeiture, Reissue & Redemption of Preference Shares
Question 1

« EN: Define a share and state four essential characteristics of shares.
o HI: 3 (RRR) DI TRUTIT DIFT qUT 3{=M D1 IR T fI=wang garsu|

Answer:

o EN: According to Section 2(84) of the Companies Act, 2013, a share means a
share in the share capital of a company and includes stock. Four essential
features include:

1. Indivisible Unit: It is the smallest fractional unit of the total capital of a
company.

2. Movable Property: Under Section 44, shares are transferable
movable property subject to articles.

3. Distinct Numbering: Each share bears a distinctive serial number for
identification.

4. Right & Liability: It confers rights (dividends, voting) and defines the
shareholder's limited liability.
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Question 2

e EN: Distinguish between Equity Shares and Preference Shares on any four
grounds.

o HI: AT 3= (Zfet) T gaifier SRl (Uwma) H fig! IR SMURf IR 3R
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Answer:



1. Dividend Priority: Preference shares have a preferential right to
receive dividend before equity shares; equity shareholders receive
dividends only after preference claims.

2. Rate of Dividend: Fixed for preference shares; fluctuating for equity
shares based on profits.

3. Voting Rights: Preference shares hold limited voting rights (only on
matters affecting them); equity shares carry full voting rights.

4. Repayment of Capital: On winding up, capital is returned to
preference shareholders prior to equity shareholders.
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Question 3

o EN: Explain Authorized Capital, Issued Capital, Subscribed Capital, and Paid-
up Capital.

o HI: 3P goit, Fifera goft, siftrea doit aur gabdt doit & gaems|
Answer:
e EN:

1. Authorized Capital: The maximum nominal amount of share capital
authorized by the company's Memorandum of Association.

2. Issued Capital: The portion of authorized capital offered to the public
for subscription.

3. Subscribed Capital: The portion of issued capital that investors have
applied for and been allotted.

4. Paid-up Capital: The actual amount of money received by the
company from shareholders against called-up capital.
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Question 4

« EN: What is Reserve Capital? How does it differ from a Capital Reserve?

« HI: T Uoht (Reserve Capital) T 82 T8 USIFTd Y99 (Capital Reserve)
frg TR fid 82

Answer:

o EN: Reserve Capital represents uncalled capital that a company resolves (by
special resolution) to call up only in the event of winding up (Section 65).

o Difference: Reserve Capital requires no accounting entry and cannot
be used during the going concern phase; Capital Reserve represents
realized capital profits (e.g., profit on reissue, sale of fixed assets)
created through ledger entries and used to write off capital losses.
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Question 5

e EN: Explain the terms "Calls-in-Arrears" and "Calls-in-Advance" with
applicable interest rates under Table F.

e HI: 'dOIT YA (Calls-in-Arrears) 3R 3R g (Calls-in-Advance) Cal
¢qd F & 3AR AN &S & digd 9HSey|

Answer:




o Calls-in-Arrears: Amount unpaid by shareholders against a call on the
due date. Under Table F, the company can charge interest up to 10%
p.a. for the default period.

o Calls-in-Advance: Money received from an allottee/shareholder prior
to calls being formally made. Under Table F, the company pays interest
up to 12% p.a. on this advance liability.

o THHT AT oF fdf IR S=IYRe! GRT AT IR BT YT A fobar
Y| <O F & AR $HU- 59 R HTAHTH 10% qTffed X I 1o o
Tt g

o 3H YIEET: =T B T UgA 1 IYRD! I {RIH U | <9d F
P T8d HU 39 ATH TRIG W 3fIsad 12% arffer e T =l <t g

Question 6

« EN: What is meant by Pro-rata Allotment? lllustrate with an example.

o HI: 3TIfd® 3Mded (Pro-rata Allotment) ¥ &1 TR 82 T 3180l Hied
Y IS

Answer:

o EN: Pro-rata allotment refers to the proportionate distribution of available
shares among applicants when an issue is oversubscribed, avoiding outright
rejection of applications.

o Example: If a company offers 10,000 shares but receives applications
for 15,000 shares, it makes a pro-rata allotment in the ratio of
10,000: 15,000 = 2: 3 (2 shares allotted for every 3 applied). Surplus
application money is credited toward subsequent allotment money.
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Question 7

« EN: State the legal provisions regarding the utilization of Securities Premium
under Section 52(2) of the Companies Act, 2013.



o HI: HUAT AT, 2013 BT URT 52(2) & dgd ufayfd M (Securities
Premium) & IUANT T Taferd aune Yradyr+ ddrgu |

Answer:
o EN: Under Section 52(2), Securities Premium can be utilized exclusively for:
1. lIssuing fully paid bonus shares to members.
2. Writing off preliminary expenses.

3. Writing off commission paid or discount allowed on issue of
shares/debentures.

4. Providing for premium payable on redemption of redeemable
preference shares or debentures.

5. Buy-back of its own shares under Section 68.
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Question 8

o EN: What is Forfeiture of Shares? Give the journal entry passed when shares
originally issued at par are forfeited.

o HI: 3727 &1 g0 (STst) T 82 THHT TR SIRT 320 o 801 WR HI o1 arait
Wm(wurnal Entry)ﬁml

Answer:

e EN: Forfeiture is the compulsory cancellation of shareholding by the Board of
Directors due to non-payment of calls, resulting in confiscation of paid
amounts and removal from the register of members.

o Journal Entry:
= Share Capital A/c ... Dr. [Called-up amount]
= To Share Forfeiture A/c [Amount actually paid]
= To Calls-in-Arrears A/c (or Unpaid Calls A/c) [Amount unpaid]



e HI: YRS GRT AT BT YA 7 B R YT Hed gRI 3 3= Dl
TE BT JUT 3P GRT STHT B TS T D1 Sfed HAT '3 DT BRI ST g

o LI
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Question 9

o EN: Explain the rules governing the Reissue of Forfeited Shares and the
treatment of the final balance in the Share Forfeiture Account.

o HI: 07 fT T ofetf o G:FiH= o fram T 3i=T 8Ror Wrd & Sifcd /9 &
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Answer:
e EN: Forfeited shares can be reissued at par, premium, or discount.

1. The maximum allowable discount on reissue cannot exceed the
amount originally forfeited on those shares.

2. Any remaining credit balance in the Share Forfeiture Account relating
to the reissued shares represents a capital profit and must be
transferred to the Capital Reserve Account:

Share Forfeiture A/c Dr.
To Capital Reserve A/c
o HI: T forT 71T iR T THe, T 31ydT ¢ W TH: SR} far o g ]
1. A R SHOHaH B S B 115 1 4 31D 61 gf Aahbdit |

2. UH: SR} foru U 3iem 9 Heiferd ofwr 801 Wid & Y 1Y (W) Dl YoilTd
Y AHHR YSINTd Had @Td (Capital Reserve Alc) H §idRd ol
ST g |

Question 10

« EN: State any four legal conditions for the Redemption of Preference Shares
under Section 55 of the Companies Act, 2013.

o HI: SO SAIFIH, 2013 BT URT 55 & dgd GaNIdR 3= & MYH Pt BIs IR
YT et FaTSU|

Answer:



1. Only fully paid-up preference shares can be redeemed.

2. Redemption must be made out of divisible profits (profits available for
dividend) or proceeds of a fresh issue of shares.

3. Premium payable on redemption must be provided out of profits or
securities premium account.

4. Where redemption is made out of divisible profits, a sum equal to the
nominal value of shares redeemed must be transferred to the Capital
Redemption Reserve (CRR) account.
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Question 11

« EN: What is a Capital Redemption Reserve (CRR) Account? State two
purposes for which it can be utilized.

« HI: ST 3MeF ¥99 WAT (CRR) H1 82 396 ITART & & 334 Fd1sU|

Answer:

« EN: CRRis a statutory reserve created when preference shares are
redeemed out of free profits, intended to maintain the capital base and
safeguard creditors' interests.

o Utilization: As per Section 55, it can only be used for issuing fully paid
bonus shares to the members of the company. It cannot be distributed
as cash dividend or used to write off capital losses.
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Question 12

o EN: Explain the accounting treatment when preference shares are redeemed
by issuing fresh equity shares at a premium.

o HI: 919 GaTfIPR 3= BT e Wt 1R 9T 96T S IR} &b 6T Sl &,
dl ITHT TAih- HdeR THART|

Answer:

e EN: Only the face value of fresh equity shares qualifies toward the nominal
value required for redemption. The premium collected on fresh issue cannot
be counted toward replacing the capital base; it goes to the Securities
Premium Account.

o CRR Requirement: Nominal Value of Pref. Shares —
Nominal Value of Fresh Issue = Amount to transfer to CRR.

o Entries: Bank A/c Dr. to Equity Share Capital & Securities Premium;
then Pref. Share Capital A/c Dr. to Pref. Shareholders A/c.

e HI: Y g Usi WA H hadl 4T HaT =M & 3ffdd e (Face Value)
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UNIT II: Debentures, Profit Prior to Incorporation & Final Accounts

Question 13

o EN: Define a Debenture and outline four of its key features.
« HI: BUUA (Debenture) B! GRYUTRT HIfSTT dUT ST IR TH fa=wdd Sarsy |

Answer:

e EN: According to Section 2(30) of the Companies Act, 2013, a debenture
includes debenture stock, bonds, or any other instrument of a company
evidencing a debt, whether constituting a charge on the company's assets or

not.
1. Itis a formal acknowledgment of debt.

2. Carries a fixed rate of interest payable periodically, irrespective of
profits.

3. Debenture holders are creditors of the company, with no voting rights.



4. Usually secured by fixed or floating charges over company assets.
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Question 14

« EN: Differentiate between a Shareholder and a Debenture holder on four
distinct bases.

« HI: 3TYRSD 3R FBUTFYR H IR WY YR W 3R BIIT|

Answer:
e EN:
1. Status: Shareholder is a co-owner; Debenture holder is a creditor.

2. Return: Shareholder receives dividends (uncertain, profit-dependent);
Debenture holder receives interest (fixed and guaranteed).

3. Control: Shareholders possess voting rights to control management;
Debenture holders have no administrative control.

4. Security: Shares are never secured; Debentures are almost always
secured against assets.
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Question 15



o EN: Explain the classification of Debentures based on Security and
Permanence.

o HI: &M 3R RIRA@ & YR R BUGA! & ai{HR0T o1 THISY |

Answer:
. EN:
o By Security:

1. Secured (Mortgage) Debentures: Backed by a fixed or floating
charge on assets.

2. Unsecured (Naked) Debentures: Carry no security or charge
over assets.

o By Permanence:

1. Redeemable Debentures: Repaid after a specified period or
installment schedule.

2. Irredeemable (Perpetual) Debentures: Repaid only upon
company liquidation or after an exceptionally long period.
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Question 16

o EN: What is meant by the "Issue of Debentures as Collateral Security"? What
are its two accounting presentation methods?

o HI: BT &1 YeTad (Furiye) ufayfa & wu § fAriaT oa1 82 39% adie
UXIIhRUl DI &1 fafdri s



Answer:

« EN: When a company borrows from a bank/financial institution, it may pledge
its own debentures as secondary/subsidiary security in addition to the
principal security. These become enforceable only if the primary debt defaults.

o Method 1 (No entry): Shown under the loan heading by adding a
disclosure note in the Balance Sheet.

o Method 2 (With entry): Debenture Suspense A/c Dr. to Debentures A/c.
Debenture Suspense is subtracted from Debentures on the Balance
Sheet.

o HI: 919 SO § a1 foxfta IR @ 1 dd 99T g ufayfd & sifafed ot
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Question 17

« EN: Give the journal entries for the issue of debentures at a discount of 5%
and redeemable at a premium of 5%.

« HI: 5% B (Discount) TR FTifH TuT 5% WERH W e BUYa] & M o
RERIECIE BRI
Answer:
« EN:
1. Receipt:
= BankA/c ... Dr. [Nominal - 5%]
= To Debenture Application & Allotment A/c
2. Allotment & Recording Liability:
= Debenture Application & Allotment A/c ... Dr. [95]

= Loss on Issue of Debentures A/c ... Dr. [10 (5 discount + 5
premium)]

=  To % Debentures A/c [100]



e HI:

= To Premium on Redemption of Debentures A/c [5]

1. 3135 3 gred &1 u¥

2.

Question 18

= BankA/c ... Dr. [95]

= To Debenture Application & Allotment A/c [95]
3deT v

= Debenture Application & Allotment A/c ... Dr. [95]

= Loss on Issue of Debentures A/c ... Dr. [10 (5 QC + 5 BIE]
difergm)]

= To % Debentures A/c [100]

=  To Premium on Redemption of Debentures A/c [5]

e« EN: What is a Debenture Redemption Reserve (DRR) and what is the rule
regarding Debenture Redemption Investment (DRI)?

« HI: U0 MY T9T (DRR) T § TUT HUTGF e fIfFamT (DR1) I Jeferd @
g g2

Answer:

« EN:

Question 19

DRR: A statutory reserve created out of profits under Section 71(4) to
ensure adequate liquid funds exist for debenture redemption,
protecting investor capital.

DRI: Companies (other than exempt categories) must invest or deposit
on or before April 30 of each year at least 15% of the nominal amount
of debentures maturing during the year ending on March 31 of the next
year in specified government securities.

DRR: YRRT 71(4) & dgd AT+l &  S1I1 41 941 Ted § a1 Bl
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o EN: Explain the redemption of debentures by purchase in the open market for
immediate cancellation.

e HI: G IR § THTA I DA 8 BUTAT Bl WRIGH YA B ! UfehT
HHLAIRU |

Answer:

o EN: Acompany can buy its own debentures from the open market when they
trade at a discount.

o Entry:
=  Own Debentures / Debentures A/c ... Dr. [Nominal Value]
= To Bank A/c [Actual Purchase Price]

= To Profit on Redemption / Cancellation of Debentures A/c
[Difference]

o Final: Profit on Redemption is a capital profit transferred to Capital
Reserve.

e HI: HUH SR § 304 B0 & 3ifdbd Ged Y HH UG IR I IR 36 WRIGhI
IR T PR Il ¢

o G
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= To Bank A/c [¢hT HcY]
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Question 20

e EN: What is "Profit Prior to Incorporation"? Explain its accounting nature and
balance sheet presentation.

e HI: 'W@qﬁﬁ oITH' (Profit Prior to Incorporation) W%? ghP] G

Upid g frg H uRgfd wwsu

Answer:

o EN: Profit prior to incorporation is profit earned by a business during the
period between the date of purchase/takeover of a running business and the
date of legal incorporation of the company.



o Nature: It is a Capital Profit, not an operational profit, because a
company cannot earn trading profit before legal existence.

o Presentation: Credited to Capital Reserve and shown under "Reserves
and Surplus" in the Balance Sheet.

o Hi: {53t I1q orawmra & a0 @ Al § AHR HU & U FHHE
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Question 21

o EN: Explain Time Ratio and Turnover (Sales) Ratio used in calculating Profit
Prior to Incorporation.

o HI: JUWEH 9 Y4 & AT $I TT0ET B Tgad T8I 3UTd (Time Ratio) 3R fasha

S{JUId (Sales Ratio) Eblf‘v'l'ﬁl'EEIEQI
Answer:
e EN:

o Time Ratio: Ratio between the pre-incorporation period and post-
incorporation period based on calendar months:

Date of purchase to Date of incorporation:Date of incorporation to Year end
Used for fixed periodic expenses (Rent, Salaries, Depreciation).

o Turnover Ratio: Ratio of sales made during the pre-incorporation
period to sales made during the post-incorporation period. Used for
variable selling expenses (Commission, Advertisement, Bad Debts).

o AHY IUTH: FII™ Y fafy I JumeH iy qur gama fafy @
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Question 22



o EN: How are the following expenses treated while computing Profit Prior to
Incorporation: (a) Director’s Fees, (b) Preliminary Expenses, (c) Partner’s
Salary, (d) Gross Profit?

o HI: GAWTE 4 A1y Pt T0HT Sd 99 9 00 &1 o1 ek 81l | (3)
D! B! BN, (F) TRMYS T, (F) FRIGR &1 ad-, (G) Ihd arH?

Answer:

e« EN:

1. Director’s Fees: Charged wholly to the post-incorporation period
(directors exist only post-incorporation).

2. Preliminary Expenses: Charged wholly to the post-incorporation
period.

3. Partner’s Salary: Charged wholly to the pre-incorporation period
(partnership ceases upon incorporation).

4. Gross Profit: Apportioned between pre and post periods based on the
Sales (Turnover) Ratio.

1. WATA®] Pt WRT: JUid: U & 918 $I 3afy § THIRT gl §
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Question 23

« EN: What happens if the pre-incorporation period yields a loss? How is it
treated in accounts?

e HI: trl%ﬂwrﬂmﬁq:q‘aﬁ 3afe 7 giiA (Loss Prior to Incorporation) EP[ GIESESEal

AGihd HdgR R gIdl 22

Answer:
e EN: Loss prior to incorporation is treated as a Capital Loss.

o Treatment: It cannot be debited to the regular Statement of Profit and
Loss. Instead, it is debited to the Goodwill Account (or written off
against capital reserves if available).



o Presentation: Displayed under Non-Current Assets (Intangible Assets -
Goodwill) in the Balance Sheet until written off.

. HI: GAWT gd 81 aTeit 814 &1 YSiITd 811 (Capital Loss) 9T SITdT g
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Question 24

o EN: State the major heads on the "Equity and Liabilities" side of a corporate
balance sheet as per Schedule Ill, Part I.

e HI: HUAT STAFTT BT SEZET 11, YN | & AR HU- o g & 90ar td
SIRa" Uer & g el o AW fofau|
Answer:

e EN: Under Schedule Ill Part I, the main heads are:

1. Shareholders’ Funds (Share Capital, Reserves & Surplus, Money
received against share warrants).

2. Share Application Money Pending Allotment.

3. Non-Current Liabilities (Long-term borrowings, Deferred tax liabilities,
Other long-term liabilities, Long-term provisions).

4. Current Liabilities (Short-term borrowings, Trade payables, Other
current liabilities, Short-term provisions).

o HI: ST I YT | & 3FER g7 e &
1. SIAURDI & HIY (3 Yoh, a7 T4 AR, i1 AT & fovg U
fR) |
2. 3Tde dfad 3T g iR
3. IR-ATY S (SrHabIiad IUR, MU o aIfid, 3 SrefaTers
STany, i UrayT ) |

4. I SITAE (SHUBID FUR, TUIRSD <A, 3 dTe A,
3DIeId UraeT) |

Question 25



« EN: What is a Contingent Liability? How is it presented in the corporate
Balance Sheet under Schedule 1117?

o HI: GUTRAd (3o STe) 1R o1 82 ST 11l & d8d $HU-i & g H 38 Y
ST ST 82

Answer:

o EN: A contingent liability is a potential obligation arising from past events
whose existence will be confirmed only by the occurrence or non-occurrence
of uncertain future events beyond company control (e.g., pending lawsuits,
bills discounted not matured).

o Presentation: As per Schedule lll, contingent liabilities are not added
into the Balance Sheet balance totals; they are disclosed via
Footnotes at the bottom of the Balance Sheet.

o HI: 9UIfad 1R 98 <1 § off YadhTd &1 ge13l & URUMaR=Y 34 g1
TqpdT 8, A T it Hiasy &t ifafad gemsl & g R AR W
R R B (ST, =amarerg H fammeh= e |

o gla AT Il b SR, 39 g & T § wnfle =gt b Siran, sfes
ﬁgéﬁ%mﬁmﬁ (Footnote)%Wﬁﬁ"@TﬂTﬁlﬁT%l

UNIT IllI: Valuation of Goodwill & Valuation of Shares

Question 26

e EN: Define Goodwill and mention four factors that influence its valuation.

o HI: B (Goodwill) &1 TRHUITNT BT qUT SHb b B! YUTfdd dHA drdl
IR PR IRy

Answer:

o EN: Goodwill is the present value of a firm's anticipated super profits; it is an
intangible asset reflecting established reputation, customer loyalty, and
locational advantage.

1. Favorable Location: High-traffic locations enhance revenues.

2. Quality of Management: Competent leadership yields superior
operational efficiencies.

3. Product Quality & Patents: Possession of trademarks, patents, and
dependable quality creates a moat.

4. Market Demand & Monopolistic Position: Stable demand with low
competition elevates future earnings.



o HI: T o e & 3w A, Uiy vd deel & fam arar ag v @
I RO 98 T ATH Bt ga-1 7 3ifere arH ST g1

1. AT TIM: TG BT VI JAY T TR UEH! &1 T 3R et
gl &

2. U§Y B} PIAT: S L= AN TeTdl g 3R ATHUST dgrdl 2|
3. THIYUPR g U Ude, TSHTH 3R dgaR IdTe Ufawaei 1 Fd g |
4. SN Y 9ET: HH SIRGH g R Sraqm) o Bfa 3ifie gidl 71

Question 27

e EN: Distinguish between Purchased Goodwill and Non-Purchased (Inherent)
Goodwill.

« HI: T DI T3 WA (Purchased Goodwill) TUT iR a-3ifSia @fd
(Inherent Goodwill) H 3fdR WY Hifoa|

Answer:

« EN:

Question 28

Purchased Goodwill: Acquired by paying consideration in excess of
the net identifiable assets on a business purchase. Recognized as an
asset on the balance sheet under AS-26.

Inherent Goodwill: Internally generated over time through quality,
location, and customer service. As per AS-26, it is never recorded in
the books of accounts because no cash or consideration is paid for it.

Y DI TS WA [H T BT TRigd 9T 39! L Guirdl §
3fYH BT TN UAhd & Sad ST 8! &1 AS-26 & HTIR 34 KIS |
Gl [T STl g |

-3l wnfa: Tredrg & 3 S 3R UfasT ¥ 99 & 1y ke
Y Y I0F Bl g1 AS-26 & 3IUR 34 Wdl H el <=Ifar S gl
Fifer 39 oW PIg Hed el ghIaT 11 il

e EN: Explain the concept of "Future Maintainable Profit" in the context of
goodwill valuation.

« HI: T1fd Geic o Sed # Hfaer & 9918 3@ ag A1 (Future Maintainable
Profit) 1 AYRUT JHAST|



Answer:

o EN: Future Maintainable Profit is the normalized operating profit a buyer can
expect to earn consistently from operations.

o Adjustments to past profits include:
= Add: Abnormal losses (fire losses, loss on asset sale).

= Deduct: Abnormal gains (speculative profits, windfall earnings,
profit on asset sale).

= Adjust: Future managerial remuneration, anticipated operational
expenses, and non-trade investment income.

o HI: STY 3R 39 Y IHHI a4 7 O ot ufowr & g 9§ FRaR
ST A BT 3Uel & g |

o 1377 Tyl 7 gargieT
- I BTHAT (3T ¥ g1, Jufvy st R g1f9) o1 SireT S 8|

- S ATH (ST Y, Tufx faeht OR ar) qur TR-ATITRes S
& ISR ST B |

- Yfa & UYD I gkl Td ST Sl BT qurISH fahar
EIGIE]

Question 29

e EN: Explain the Super Profit Method of Goodwill valuation with its
mathematical formula.

o HI: B Gedics ot iy fafdr (Super Profit Method) &1 9 Ifgd
HHLARUI
Answer:

e EN: Super Profit is the excess of future maintainable average profits over the
normal return on capital employed in that industry.

Normal Rate of Return (NRR)
100

1. Normal Profit = Capital Employed x
2. Super Profit = Adjusted Average Profit — Normal Profit
3. Goodwill = Super Profit x Number of Years' Purchase

o HI: AT I MR I ary (ST 7 fafFaiford goit R 9= vam) R
IRAfa® ST ATH & e J 3




1. A A1y = Ao goft x T X ARR)

100

2. Y = 3 ITT TG AT Y — TR ATH

3. Bfd = AT x Y fHT 7T I Dt TS
Question 30

o EN: Explain the Capitalization Method of goodwill valuation (Capitalization of
Super Profits and Capitalization of Average Profits).

o HI: T Geaie &1 YoiiapRur fafer (Sifiremedt &1 Goivur Td SIgd arHi &1
GoiThrUT) o1 JHS |

Answer:
. EN:

o Capitalization of Super Profits: Assumes super profit is a perpetuity
capitalized at the normal rate:
Super Profit

Goodwill = Normal Rate of Return (NRR) * 100

o Capitalization of Average Profits:

Average Profit < 100
NRR

Goodwill = Total Capitalized Value — Net Capital Employed

Total Capitalized Value =

o HI:

o STR@THT BT YSTHRUN: THH ST BT HR & W Yoiighd [ohdT STl
5

Sy
@T%:WWET

o ST ATHY BT Gl HRT:

x 100

o I LGS 1k 100
AN = T T R

M = $d Yollpd G — g a1 gl

Question 31

e EN: What is the Annuity Method of valuing Goodwill? When is it applied?



. HI: Tfd geaice &t anffe! fafd (Annuity Method) &1 82 I8 d AN &1 Il
87

Answer:

o EN: The Annuity Method calculates the present value of estimated super
profits earned over a projected term, recognizing the time value of money.

o Formula: Goodwill = Super Profit x
Present Value of an Annuity of Re. 1 for given years at NRR.

o Application: Applied when super profits will be earned steadily for a
known multi-year period, requiring discounted cash flow valuation
rather than crude purchase-year multipliers.

« HI: gt fafer W%W-HW (Time Value of Money)ﬁ?ﬂﬂﬁ@@
Higsr o &g au a e ard SifarHl &1 adae Yed F1d fosar oirar 8|

o T T = AYTH x & 77F 31af¥ 9 R W 1 Pt Affep! o7 IdHH ged |

o JUGIT U8 a9 AN It § ofdl SAATHY & s auf dh fRR o Xg &1
3THM B 3R qaT & IaHH Hed P! et HIGAT IS &l

Question 32

o EN: State four circumstances under which the Valuation of Shares becomes
necessary.

o HI: 320 & HeUich & aRgehd! fb IR uRfRUfaal o I gl 872

Answer:

« EN:

1. Amalgamation, Absorption, or Mergers: To determine the share
exchange ratio between companies.

2. Conversion of Shares: Converting preference shares or debentures
into equity shares.

3. Pledging as Collateral: To determine lending value when shares are
mortgaged for bank loans.

4. Taxation & Compensation: For wealth tax, gift assessment, or state
acquisition compensation calculations.

1. HUAY BT TPHIHV a1 "iAfera: Hul-al & g 3 fafwa srurd
fuiid & g4



2. 3= BT URad: TEIIHR iR 3YaT B! & IHaT 30 J gga &
parapsf
3. HBUI ¥ §UD: dF 31 foxiTa TRIM § BU1 dd 99 3= & gea RuRor &
ferai
4. o YR Td gamaem: IUgR &R a1 YUy HR & FUR0 sryar Rert
TG IR G3H1ao 5|
Question 33

o EN: Explain the Net Asset (Intrinsic Value) Method of share valuation.
o HI: 3% i & g i ey (3R g fafe) o) qugmsu|

Answer:

o EN: This method values a share based on the net tangible assets backing it,
representing the shareholder recovery value upon theoretical liquidation.

o Formula:

Net Assets for Equity
= (Total Realizable Assets, incl. Goodwill)
— (External Liabilities + Preference Capital)

Net Assets Available for Equity Shareholders
Number of Equity Shares

o Hi: T8 Al SUt 3t 39 Y Jufcrdl IR Smenid € S IHaT Sfel & JREM &g
IUA § | I8 3 P AR Jed Fdwd |

. T
s YUy = (et ied ol 1 a¥gelt 9ed) — (ST a1 + qeifieR gei)

T 3fRIURD! & [T IueTs Y U
T S0 DI B

Intrinsic Value per Share =

Ui 31 3fidke el =

Question 34

e EN: Explain the Yield Method (Dividend Yield & Earnings Yield) of share
valuation.

o HI: 3 T & YA Al (@4 U Td SUTSH Udd) & aHesy |

Answer:

e EN: Values shares based on income-generating capacity from an ongoing
business perspective.



o Dividend Yield Basis (for minority investors):

Expected Rate of Dividend
Normal Rate of Return

Value per Share = x Paid-up Value per Share

o Earnings Yield Basis (for majority investors):

Actual Rate of Earnings
Normal Rate of Return

Value per Share = x Paid-up Value per Share

« HI: I8 970 a9 &) UG T SIRIYRDI GRT U 814 ATl SR/HHTS & &l
R 3yTRd fafd 31

o CITHIRT T STEIN (SHeTHT HTEIRPI 8g):

o JUTH TG HTEIN (TGHT HTENDE] 8g):

. AR IUTSH &3 .
Ui 3 Jed = T TR x Ufdl 31 gebdl G

Question 35

e« EN: Whatis the "Fair Value" of a share? How is it computed?

o Hi: f5t 3z &1 3 Geor (Fair Value) &1 82 S9! 70T fh TSR &I STt
87

Answer:

e EN: Fair Value is the mean of the Intrinsic Value (Net Assets Method) and the
Yield Value (Yield Method), balancing balance-sheet asset backing with
income-earning power.

o Formula:

Intrinsic Value per Share + Yield Value per Share
2

o HI: 3FId g fodft 31 & siale ged (Y Uiy fafen) qur veama ge (IureH
faftr) &1 siemord i BT §, S TufRy iR 3 S SMURY &1 Tford dar
gl

o T

Fair Value per Share =

S i e IRIRGE Jicu2+ O Jed

Question 36



o EN: Distinguish between Ex-dividend and Cum-dividend quotations of shares.

o HI: 3= & AHY-TRT (Cum-dividend) TUT ATHIY-Ed (Ex-dividend) GO

H 3R gd8|
Answer:
. EN:

o Cum-dividend Price: Quoted price includes the right to receive the
declared/impending dividend. The purchaser receives the dividend
directly; the seller prices this into the quotation.

o Ex-dividend Price: Quoted price excludes dividend rights. The seller
retains the right to collect the dividend; the purchaser acquires the
share without claim to that period's dividend.

o CTHI-AEd (Cum-dividend): 39 Jed T TIfNT g1 ST 1Hi=T UIed
B BT AUBR AT ST B, 3Ic: ATHI bl B FHeaT 8 3R BiHa
&P 3 gl B

o TTHIRIRIRT (Ex-dividend): 3T T H TATHIRI BT UHR M Tal
BIdT| AU faghdT &1 &1 fierd 8§ 3iR hal badl 3ix &7 Wi Wiied
gl

Question 37

« EN: How does the existence of fictitious assets and non-trading investments
affect the valuation of goodwill and shares?

« HI: $3H UM (Fictitious Assets) TUT TR-SMIRS fafarT &1 @fd g siwi

& H\FCIW R KT YHId Jsdl %?
Answer:
e EN:

o Fictitious Assets (e.g., preliminary expenses, underwriting
commissions, discount on debentures): Excluded completely from
Capital Employed and Net Asset calculations as they carry zero
realizable market value.

o Non-trading Investments: Excluded from Capital Employed during
goodwill calculation (their income is deducted from maintainable
profits). However, for share valuation, they are included at realizable
value under net assets because they belong to equity shareholders.



o PN Hufedi: (G RS 74, U HHIRME) TP Hig SoR H
e BT, 3ict: Tfa 3R 3 S & Hedioh § o YUl § gt e
TER XN ST 3|
o TR-amufYe fafanT: 'nfa Feed Twa fafafora gott ik amii & 9§
HeTU Ofld & | TR 3= & Jedieed H 3¢ g ufwal & =i far S
8 Fife T THT SIRYRD! BT YU |
UNIT IV: Amalgamation (AS-14), Reconstruction & Liquidation

Question 38
o EN: Define Amalgamation as per Accounting Standard 14 (AS-14).

o HI: TGIHA AFD 14 (AS-14) & 3R THIHRUT (Amalgamation) BT TRHIT

I

Answer:

e EN: Under AS-14, amalgamation refers to an arrangement where two or more
companies are joined into one, either through the transfer of their
undertakings to an existing company (absorption) or by establishing a newly
formed company to absorb them.

o Transferor Company: The company that is amalgamated into another.

o Transferee Company: The company into which a transferor company is
amalgamated.

e HI: AS-14 & 3{JHR, THIDHRUN F R &1 1 &1 H YD HUMHl & Teb Hao
7, ford a1 af fagwm o=t gRT 39 1 S ur fosan Sran § (difafera)
YT U 3 DU F1HR R HUFT ! ITH FHIRd PR e Sl 5

o BEIIANE &G (Transferor): 98 HUAT OTIHT THIHRUT fhdl 3 By H
RG]

o B! BT (Transferee): 8 U foRTH SXIIdR® HU- P AfdferdT
gI g |

Question 39

e EN: Distinguish between Amalgamation in the Nature of Merger and
Amalgamation in the Nature of Purchase.

o HI: AT & WY BT THIHIUT (Merger) TUT 58 b WY BT THIHRUT
(Purchase) # 3fcR dar=u|

Answer:



Question 40

EN:

HI:

. Asset/Liability Transfer: In a merger, all assets and liabilities are

transferred; in a purchase, only selectively agreed assets and liabilities
may transfer.

. Shareholder Continuity: In a merger, shareholders holding > 90%

equity must become equity holders in the transferee company; not
mandatory in a purchase.

. Method of Accounting: Pooling of Interests method is used for

mergers; Purchase method is used for purchases.

. Reserve Continuity: In a merger, all reserves retain identity; in a

purchase, reserves (except statutory reserves) are not retained.

. Ayt 3R Sl &1 gdiaur: faeraa & gt Jufyai 9 giita

WARd 81d §; o H Il g3 Jufrat 9 afded forg off Ievd g |

. IAYRPI B GgATd: faTaq & 90% THAT RYRSB] HT 75 HU-T o

SIRIYRD T IR §; 50 H Ig HTIAS g |

. d@ie- fafdr: faea= o Ral &1 998 (Pooling of Interests) fafd @r]

Bt §; wa H 'y fafer arp gl g

. T} BT gXAiaRYT: I # 9yt T9g guead 384 §; g H Ut

I0] Dl DISHR 3 T el g SI1d |

EN: State the five conditions for an Amalgamation to be classified in the
nature of a Merger under AS-14.

HI: AS-14 & 3IR TSGR0 &I faaad & WE T § Tiffed & &1 g et
ddisu|

Answer:

EN:

. All assets and liabilities of the transferor company become assets and

liabilities of the transferee company.

. Shareholders holding at least 90% of the face value of equity shares

become equity shareholders in the transferee.

. Consideration is discharged exclusively through equity shares

(fractional shares may be paid in cash).



4. The business of the transferor company is intended to be continued by
the transferee company.

5. No adjustments are intended to book values of assets and liabilities
(except aligning accounting policies).

1. SIS HUAI B I TURTdr Td SR gXdidR] dU-t & & oY |

2. TP & HH T HH 90% JHAT VYRS W] HU- H YRS I
Y|

3. Ui d &1 YA bad J9d1 3= & q1eqd 9 ) (U =0 8g Adha
e |

4. TP DUl & FaI Dl dTe] I8 DT Gl 8l |

5. Uil 9 alfdcal & Jead Jed! 8§ THIAM ol Al & el dig
Rdcd A fdr ||

Question 41

e EN: Define Purchase Consideration according to AS-14.

e HE:AS-14 % 3IUR %Y Ufdhd (Purchase Consideration) B gRHTNT I
Answer:

o EN: Under AS-14, purchase consideration is the aggregate of the shares and
other securities issued, and the payment made in the form of cash or other
assets by the transferee company to the shareholders (both equity and
preference) of the transferor company.

o Exclusion: Any payments or liabilities taken over to pay debenture
holders or creditors do not form part of the purchase consideration.

o HI: AS-14 & 3IUR, %Y Ufdhd I ST gXIaR] HU-! gRIT SXdicRed Hu-l b
SRMYRDI (FHAT U9 YAIIPHR g1 B ST S arel 3i=M, 3= ufayfadl, Fag
7 3= Yufdl & $d A A B

o 3UFE FHUTGAUTIG! AT A-TGRI ! b Y fpsdt ft Yira= a1 a1l &t
0 Ui e &1 R =7eY |11 Tl g1

Question 42

« EN: Explain the Net Payment Method and Net Assets Method of computing
Purchase Consideration.



e HI: BT Ufdhd i TUMT B Y YTa i (Net Payment Method) TT &
ufxy fafer (Net Assets Method) &1 FHSSU

Answer:
. EN:

o Net Payment Method: Calculated by adding all payments made to
transferor shareholders:

PC = Shares/Securities issued to shareholders + Cash paid to shareholders

o Net Assets Method: Used when individual shareholder payments are
not specified:

PC = Agreed Value of Assets Taken Over — Agreed Value of Liabilities Taken Over
e HiI:

o & YA faftr: S9d dgd SIYRSD! B 1T S a1 Ut Yrari &t
SITeT ST B

B Uhd = SRYRS! DI ifa siRyufayfaa + siuRS! &1 faar T da
o X[ Aufxr fafer: Sia YAl o1 dter Iocia A 8-
U Ufdhd = ol 78 Jufrdl &1 717 4o — e 1Y il &1 7 3
Question 43

e EN: What is the Amalgamation Adjustment Reserve Account? Why and when
is it opened?

o HI: THIH0 GHESH S99 Tl (Amalgamation Adjustment Reserve) EPT[%?

g B 3R | T ST 872

Answer:

e EN: In an amalgamation in the nature of purchase, the transferee company
must continue maintaining statutory reserves (e.g., Investment Allowance
Reserve) of the transferor company to comply with statutory tax rules.

o Journal Entry:
Amalgamation Adjustment Reserve A/c Dr.
To Statutory Reserve Alc

o Shown under "Reserves and Surplus" as a negative balance until
reversed upon expiry of the statutory term.



o HI: 9§ '$T WEY BT THIHRT 8IdT 8, 99 X Hu-t & qUTes g (S
3= YT ) 1 3R T 3 dgd SIRY e Sifard gt g

Question 44

giarp:
Amalgamation Adjustment Reserve A/c Dr.

To Statutory Reserve Alc

B ﬁ@ T 'Reserves and Surplus' & d8d BUTHD AV & ©J H G
iG]

« EN: Differentiate between Internal Reconstruction and External
Reconstruction.

e Hi: &n?r&wg?&ﬁﬁm (Internal Reconstruction) H?-HEI'IEIQT-TEWT'UT (External

Reconstruction) # 3{dR 9dr3U|
Answer:
e EN:

. Liquidation: No company is liquidated in internal reconstruction; the

transferor company is wound up in external reconstruction.

. New Entity: No new company is formed internally; a new company is

established externally to take over the old business.

. Court Approval: Internal reconstruction strictly requires court/NCLT

confirmation under Section 66; external reconstruction does not require
capital reduction confirmation.

. Accounting: Internal uses the "Capital Reduction A/c"; external follows

standard AS-14 amalgamation procedures.

. FHIYA: ARG GAFAT & SO &1 JATI o oidl; STl GAHAT0 &

RMET ST JATE g1 Sl 3|

. 93 HYAL: 3fidR® H ®Ig 75 HU- Tot SdT; S8 H TP s HU! BT

T34 R SO B BRIGH &g (a1 STl g |

. SATTad B 3rgHfe: 3HiaRe GAHAE § NCLT/AI™e & gd [ipid

3 &: 1e1 § S9! Sawgedr T8t gl

. @I 3R T Yot weld! WAr §9d1 §; a1l H AS-14 1 Y

gfafdat gt g



Question 45

o EN: What is a Capital Reduction Account? What is its purpose during internal
reconstruction?

e« HI: q\Trﬁ Heldt Tl (Capital Reduction Account / Reorganization Account) &l

82 Sfiaie gAfuu & SueT 71 359 82
Answer:

o EN: A Capital Reduction Account is a temporary nominal account opened
during internal reconstruction to execute a court-approved capital
reorganization scheme.

o Function: Credits record sacrifice amounts surrendered by equity
holders, preference shareholders, and creditors. Debits apply those
surrendered funds to write off accumulated past losses (P&L debit
balance), fictitious assets, and overvalued balance-sheet assets. Any
surplus balance is transferred to Capital Reserve.

o HI: Yol it WdT Hidfes GAMATT & SR Q@Iel S aTdT U ATHHT
(3= @I B

o Gg¥F SYRDI, BUAUTRYT Td deRI gRT fbT 7T TRT (F2) HI 394
ige forar Srdr 81 R 3 IR &1 I R I g1fva, Biw
ufat ud srafiie geaifed Tuftal o) srafefad w=a o fasar srar g1
T g3 Y Yol e & S 8|

Question 46

e EN: Give journal entries for: (a) Reducing equity shares of Rs. 100 each to
Rs. 10 each fully paid. (b) Writing off accumulated losses using the Capital
Reduction Account.

. HI: o ufafdat S (31) 2100 aTel YHAT 3 BT geTdR 110 YUl Uax AT
(@) ol et [Id &1 ITANT B Jfyd g1l B rufafad &

Answer:
« EN:
1. Sub-division/Reduction:
Equity Share Capital (Rs. 100) A/c Dr. [Old Nominal Value]
To Equity Share Capital (Rs. 10) A/c [New Nominal Value]
To Capital Reduction A/c [Sacrificed Balance]

2. Writing off Losses:



Capital Reduction A/c Dr.
To Profit and Loss A/c (Debit Balance)
To Goodwill / Preliminary Expenses A/c
e HI:
1. ¥ 4oy 9217 G¥
= Equity Share Capital (Old) A/c ... Dr.
= To Equity Share Capital (New) A/c
= To Capital Reduction A/c
2. 9] &1 SUlci@d &¥ gT
= Capital Reduction A/c ... Dr.
= To Profit & Loss Alc (@ﬁ? T-\-’TGI)
= To Goodwill / Preliminary Expenses A/c
Question 47

o EN: What is Liquidation of a Company? State three modes of winding up
under Indian corporate law.

o HI: U BT AU (Liquidation) T 82 YR U1 fafd & 3fdiid IHU= &
GIRESESCRIEY

Answer:

o EN: Liquidation is the legal process of terminating a company's legal
existence, where assets are collected, liabilities settled, and the residual
balance distributed to members in accordance with statutory rights.

o Modes:

1. Compulsory Winding Up by the Tribunal (NCLT) under
Section 271.

2. Voluntary Liquidation under the Insolvency and Bankruptcy
Code (IBC), 2016.

3. Summary Liquidation for smaller specified classes of
companies.

« HI: THIYT 98 ST Ufehan § g gRT Uit &1 Sitad AT foat ST g,
Fufrdl B daHR TIGRI BT YA fhar ST g 3R U M SeRe! & arcdt
iG]




o WET
1. AfYPHOT (NCLT) ERT Sifard IHUH (URT 271 & 3idwa)|
2. gTeadl U8 dHYafl Hs (IBC), 2016 & d8d Wfed® JHIU|
3. @Y HUal g J&T FHTIT (Summary Liquidation) |
Question 48

o« EN: What is a "Liquidator's Final Statement of Account"? How does it differ
from a regular Cash Book?

« HI: H<R® &1 3ifaw @rdr faazor (Liguidator's Final Statement of Account)
1 82 U8 I DS I 5y TR e g7

Answer:

o EN: Itis a statutory cash summary prepared by the official liquidator upon
completion of asset realizations, accounting for total cash receipts (asset
sales) and detailing payment disbursements ordered according to legal
statutory priorities.

o Difference: A Cash Book records transactions chronologically during a
going-concern lifecycle; the Liquidator's Statement is a termination
document structured specifically around priority of claims prescribed by
company law.

o HI: 98 HU & FaR® gRT Uqd fobar ST aran sifad foxftg faaror €, forad
GufRrdt &1 aYE I U e aul quTAd Uryfidmdret & SR fhd T Yiramt
&1 Tquf &IRT & gIeT 3

o IfaT M AP S gl ATe I H S A-47 gol Bl §; SIafh
RS &1 faaR0T cHaur FHUE R auTfHe HH AR Y ueiRid
I AT AUTHD XA 5 |

Question 49

o EN: Explain "Preferential Creditors" under Section 326/327 of the Companies
Act, 2013, giving two examples.

o HI: SUAT SAfAFEH, 2013 BT URT 326/327 & fdd TEIHR dER'
(Preferential Creditors) Il 82 31 IeTex I |

Answer:

o EN: Preferential creditors are unsecured debts that hold statutory priority over
normal unsecured creditors and floating charge holders during liquidation
distributions.



o Examples:

1. All statutory revenues, taxes, cesses, and rates due to the
Central/State government or local authority accrued within 12
months prior to winding up.

2. Employee wages, salaries, and accrued holiday remuneration
for services rendered during the 4 months preceding winding up,
subject to statutory limits.

o HI: T@I®R TGR d SRRTAT AFGR 81d & fog THITA UR A A-GRI U9
I YUR aTel BUIHYTRET ¥ Uga YT UM &1 BT HUBR g g |

o JaleVUL

1. U9 9 g4 & 12 AT § SR IRDR T RITHT UTTAHROT D
S YA R, UHR Td T |

2. GHGE Y g4 4 A &1 Safy § HHaATd! d YiHd! ol qhrl
daH, Holgd! SR Higsy fAfY Hiy|

Question 50

o EN: State the legal order of disbursement in the Liquidator's Final Statement
of Account.

. Hi: AR & sifaw wrar faaror & yrrart & faaror &1 deunfae oy sarsu|
Answer:

o EN: The statutory payment sequence is:

—

Liquidation expenses and legal fees.

Liquidator's remuneration.

Preferential creditors.

Debenture holders and creditors secured by a floating charge.
Unsecured creditors.

Preference shareholders (arrears of dividend, then capital repayment).
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. Equity shareholders (balance surplus).
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