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AMALGAMATION – Purchase Consideration Workings 

ANSWER KEY 
 

 
Question 1 

Yes Ltd absorbed No Ltd. The members of No Ltd. are to get one equity share of Yes Ltd. issued at a 

premium of Rs 2 per share for every five equity shares held by them in No Ltd. The necessary 

approvals are obtained. The Paid up capital of No Ltd is 5 Crs and for Yes Ltd is 12 Crs. 

 

SOLUTION: 

 

Question 2 

The following are the extract of Balance Sheet for P Ltd and V Ltd 
 

  Particulars Notes P Ltd(Rs. 

in Lakhs) 

V Ltd 

(Rs.in Lakhs) 

  Equity and Liabilities    

1 Shareholders’ funds    

 Share capital 1 15,000 6,000 

2 Non-current liabilities    

 Long term borrowings (12% 

Debentures ) 
3 -- 1,000 

 
On 1st April 20X1, P Ltd. took over V Ltd in an amalgamation in the nature of Merger. It was agreed 

that in discharge of consideration for the business P Ltd. would allot three fully paid equity shares of 

` 10 each at par for every two shares held in V Ltd. It was also agreed that 12% debentures in V Ltd. 

would be converted into 13% debentures in P Ltd. of the same amount and denomination. 

Calculate Purchase Consideration  
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SOLUTION: 
 

 
 
Question 3 
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SOLUTION: 

 

 

Question 4 

Following is the balance sheet of A Ltd. as on 31st March, 20X1 

 
 Particulars Rs in 

(000) 

 
1 

Equity and Liabilities 

Shareholders’ funds 

Share capital (150,000 Eq shares of Rs. 10 each + 7,500 

14% pref shares of Rs. 100 each) 

Reserves and Surplus – General 

Non-current liabilities 

Long-term borrowings (15% Debentures – Secured) 

Current liabilities 

Trade Payables 
 

 
Assets 

Non-current assets 

Property, Plant and Equipment (Land & Building) 

Non-current investments at cost 
 

 
Current assets 

Inventories 

Trade receivables 

Cash and Cash equivalents 

 
 
 
 
 
 
 
 
 
 
 
 

 
Total 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
Total 

 

 22,50 

 
9,00 

2  

 7,00 

3  

  5,00 

 43,50 

 
1 

 

 32,50 

 6,00 

 
2 

 

 2,00 

 2,00 

 1,00 

 43,50 
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SOLUTION 

 
 
 
SOLUTION: 
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Question 5 

 
Let us consider the Balance Sheet of X Ltd. as at 31st March, 20X1 

 

 Particulars Rs in (000) 

 Equity and Liabilities  

1 Shareholders’ funds  

 Share capital (750,000 Eq Shares of Rs.10 each 
+25,000 14% pref shares of Rs. 100 each) 

100,00 

 Reserves and Surplus – General 12,50 

2 Non-current liabilities  

 
Long-term borrowings- 14%Debentures Secured 40,00 

3 Current liabilities  

 
Trade Payables  20,00 

 
Total 172,50 

 Assets  

1 Non-current assets  

 Property, Plant and Equipment (Refer below) 105,50 

 Non-current investments – at cost 5,00 

2 Current assets 
 

 Inventories 23,00 

 Trade receivables 24,00 

 Cash and Cash equivalents 15,00 

 Total 172,50 

 

Property, plant and Equipment breakup  

Land and Building 50,00 

Plant and machinery 45,00 

Furniture   10,50 
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SOLUTION: 

       

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



KS ACADEMY  AS 14 – Amalgamation 

7 

 

Question 6 
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SOLUTION: 
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Question 7 

Wye Ltd. acquires the business of Zed Ltd. whose balance sheet as at 31st 

March,20X1 is as under: 

 

Particulars Rs 

Equity and LiabilitiesShareholders’ funds 

Share capital - 

8000 equity shares of Rs. 100 each +4000 6% Pref shares of 100 each 

Reserves and Surplus -Refer Below 

Non-current liabilities 

Long-term borrowings – 6% Debentures 

 
 

 
12,00,000 

1,58,000 

 
2,00,000 

Current liabilities 

Trade Payables 

Other current liabilities 

(Interest payable on debentures) 
 

 
Assets 

Non-current assets 

Property, Plant and Equipment – (L&B -Rs. 4L +P&M – Rs. 6L) 

Intangible assets – (Goodwill -Rs.2.4 L +Patents Rs. 0.5 L) 

Current assets 
 

 
Inventories 

Trade receivables 

Cash and Cash equivalents 
 
 
 

 
Reserves Breakup – Capital Reserves – Rs 100,000 

Profit and Loss A/c – Rs. 50,000 

Workmen Compensation Reserve (WCR) - 8000 

 

 
1,20,000 

12,000 

 
16,90,000 

 
 

10,00,000 

2,90,000 

 

 
1,50,000 

1,80,000 

70,000 

16,90,000 
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Expected liability – 5000 w.r.t WCR 

 

 
Calculate Purchase Consideration  
 
SOLUTION: 
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Question 8 

 
K Ltd. and L Ltd. amalgamate to form a new company LK Ltd. The financial 

positionof these two companies as at the date of amalgamation was as under: 

 
  Particulars Notes ` K Ltd. ` L Ltd. 

1 
 Equity and Liabilities    

 Shareholders’ funds    

 
A Share capital 1 12,00,000 6,00,000 

 
B Reserves and Surplus 2 3,71,375 1,97,175 

2  Non-current liabilities    

 
A Long-term borrowings 3 2,00,000 2,00,000 

3  Current liabilities    

 
A Trade Payables 

 
1,00,000 2,10,000 

  
Total 

 
18,71,375 12,07,175 

  Assets    

1  Non-current assets    

 
A Property, Plant and Equipment 4 11,30,000 8,20,000 

 
B Intangible assets 5 80,000 - 

2  Current assets    

 
A Inventories 

 
2,25,000 1,40,000 

 
B Trade receivables 

 
2,75,000 1,75,000 

 
C Cash and Cash equivalents 6 1,61,375 72,175 

  
Total 

 
18,71,375 12,07,175 

 

 
 1 Share Capital  K Ltd. L Ltd. 

 
 
 

 
2 

Equity shares of ` 100 each  8,00,000 3,00,000 

7% Preference Shares of ` 100 each  4,00,000 3,00,000 

 
Reserves and Surplus 

12,00,000 6,00,000 

General reserve - 1,00,000 

Profit and loss account 3,71,375  97,175 

 3,71,375 1,97,175 
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3 Long-term borrowings 

5% Debentures 

Secured loan 

 
 

2,00,000 

  - 

2,00,000 

 
- 

2,00,000 

2,00,000 

4 
 
 
 
 
 

 
5 

 
 
 

 
6 

Property, plant and Equipment 

Land and Building 

Plant and machinery 

Furniture and fittings 

Intangible assets 

 
Goodwill 

 
Cash and Cash Equivalents 

 
Cash at Bank 

Cash in hand 

  

 
4,50,000 

6,20,000 

 60,000 

11,30,000 

 
80,000 

80,000 
 

 
1,20,000 

 41,375 

1,61,375 

 

 
3,00,000 

5,00,000 

 20,000 

8,20,000 

 
 - 

 - 
 

 
55,000 

17,175 

72,175 

 

 

Calculate Purchase Consideration 
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SOLUTION: 
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Question 9 
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SOLUTION: 
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Question 10 

 

 
 

SOLUTION: 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 


