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Rirchase or E)%le/éj
Tercer awd F\caug@_s

- Limited Company taking over Partnetship firm

Limited. Cempany taking over Sole tradet Dusiness
Merqer of Sole traders and. farmation of partership

- Merger of Parnerships and Farmation of Limited Company
Sale of Buginess

- Mlanogement Bugowc

Conversion of Parbneesnip ta Limited Company
( S k )

Reasons - No Perpetual (Consistenc

- No Separate leqal iderltitg

- Concept of Agency

- Unlmited. Uab Lt

- Expansion of bustness Umiked to Q0 Partners,

Mades of Purchace Cansideraricn £100000 Debenture
- Yeference P titer S gaars
« Debenmures ny
. COnVCftable loan  STOcks /Convertahle Debentures ) $2-2 Jshave
« Combination of abeve 2. %26 shace
3. $3 |share
4. $3.5Ishare
F Morket yalue S stversion
& jCher\ canvest
F.g:-  Purchase Cansideration 100.0G0 (f market yalue C cgnversion
COSh (QO OQG! then dOﬂt convert
30,000
of. Debeatures (20,000)
PIC 50,000

20000 0-S.C
20000 afdinary shaves of $l each (50,000) <4 00% o Eg%%%%? :i l&ﬂ

50000 . $.5each

0000shares . 5
par  premium



Purchased mocdwill

fs per RS 38 ‘Intangibles’ purchased gaodwill means where o tratsaction
nas talen plate to determing the value™ of guch qoodwill .

It is the price pad over and aboeve fair velu€ of aet identifible assels

Taken aver \
Purchased. gasdwill = Purchose Consideiation - Fair Volue of Neb Assels taken over

Treabaeat - 1AS -32 In pug\choscr Bl
Purchased.  qoodwill 1S vecorded. a3 Ln‘mngibtc non currenl asset and should
be ammortized over it usefut economic UfE .

If pwchase Ccofisideration Is esc than foir value of Net Asset taken over
then (\eqottvc gooduoil& arises ond t s shown in Assets section as 0.

neqative balancl.

Nan Purch ' et

As per Tnternakional Accounting Standard. 33 -Tntangible fssets,inhereat goodiul
(s the value of business in ercess of its identifiohle non current assets. Tt

(s referred to as interaally qenerated. gooduwilh and. it arises over o. period. of
time. due to 300d repudation ,location and. customer base o the busiNess,

In case of inhereat Sooddml no {mancial transaction has taken place to determine

the value of Such goodu)iu .

T of {nhere
Businesses are strictly prohibiied. to vetaut [show| maintain inherent goodud) in

theit booles of accounts, because as per prudence cocept it is an unrealised
quin. Goodwill s to be written off a< saon ag it arises.

E.q:- %
fixtures and  {ittings 036,000
equipment 100,000
mvmtcrg 50.000
fair value (market value)of- net assets 350,000
Purchase consideration 500,00 0

Purchasec\ll/ Grood will 150.000

showl GS intangible
N.C.A i BIs by purchaser.



purchase  Considevation

Example - .
Paperwala  |td acquived a partnersnip firm of Adeel and. (qbol fot $UC.GE
Toe assets and Liahilities of Partnership firm are qs follaws:-

Rask Value ()

land and. ‘ouilo\:‘na 50,060
Plant anad chhir\efj £1,500
Equipment 20,000
\enicles 10.000
inver\tor\aj 40,000
trade recewvahles 3,000
Bank 10,000
trade payables (20,000)

Tne following adjustments were made relating o acquisation:

I AL assers and Labilities were taken over Wit the excepion of bank balance .
% The fair walue of land and buwding i $20G.606.

3.Plant and machinery was taken over after depreciation of $3500.
U\Equipmenf Was Uor‘irfvm down b3 Q0.

S.\ehicles wWete Wiitten down to 8A'L.

6.Trade receivables indude bad debot of $6000

T The net realSable Jatu@ of Enveﬂtorﬂ 15 $36000

Required,
i lolcwlate the amount paid for gooduwill.

Foir yawe of Net fisgets taken quer::

=4

land. and building 200,000
Plant and machinery (61300 -1500) 60.000
Equipment [ 30000 x 807.] 16.000
Mator Venicles (10000 x2067).] 3.000
Inventory Cat NRV] 36,000
Trade reCeivables (36000 - £600) 30.000
¢)Trade payahles (20.000)
310,000

Purchased. gaodwill = Purchase Consideiation - Fair Volue of N fssels baken over
$U30.000 &) $326,000
- $100000



Tae purchase consideration was settled as {olows

< Cash payment of $60.000

A Sufticient R1. convertanle dedeatures to partner Adeel 8 ¢ensure  that he
continues to recee same amount of i{nlcfest  as entitled on his $100600
10/ loan to partnership

ii.The baiance of consideration was settled by issue of ovdin ary shares o
¢50 each at a premium of &35,

Required
(alculate the number of ordmor\kj Sharec  1ssued 1p pariners,
. . ¥ toan
Purchase consideration (9.1 U30,000 100000 x 107. - $10.000
Cash (60,000)
360,000 Debentures>:< \00 /.
. Dehentures (125.000) 10060 R/
235,000 Debenture = {6000 x 160 - $135000
Ovdinary Shares (235000) 3
gy "
233000
Tssue vatue = $0.5 + $0.15 = $1.25 .
: par premiun
par premum 133000 share 38006 shae.
X 0.5 xO-_:J'S
n0. of ordinaryy chares = $35800 - 188,000 shares Quoo® t+  1ul.ooB

$1.25 (YS S



Rgg wired.

Prepare joutnal entfies in books o Paperwala. Ikd to recard the purchase of
Partaership firm .

Dehit Credit
$ ¥

land and bu&ldmﬂ 330.000
pladt and machinefy £0.000
(quipment 16,000
mator venicle 9,000
invento 'y 26,000
trade teceanles 30.000
gooduwill 100,000

trade payables =0.000

bank v 60,000

8 hDebentyres ta5,000

Ordmarj Share  cadirat (305 x 188300] au, 000

Share Premum ($0 35 x133000] 14} 000

440,000 uu0,oq0




Tne ctatement of financial pagition of Paperwala (td Yejore the acquisation of

partnership Rirm was as  fotlows

Asset s

on (uft et

land and buikdmg
Pant and machinery
fictures
Total Non current Agsels

(urrent Assets
I ¢nfory

Trade Receivab les
Total Assets

qugit% and LiahilEies

{
300000 orqurg Shares of $0.5 eath
Retained earnings

Total €q wity

Non Current Lahilities
81. Dehentures

Curteat Liahilic
Trade Payabies
Bank overdraft
Total Equity and Liabilities

$

100 G0G
56060

30600

3

330,000

100,000
53,000

500,000

130,060
650,060

100,000
100.000
53606006

100,000




fddtional Information

After the acquisation of partnership the limited company Corried out the {ououin\q:

. Revalued existing land and bu‘lldmg at $U50.000 .

2. Rights issue of 1 share for every 5 held to existing sharenolders {ssued. on the
same Price a¢ issued o partrers

3. Repaid. £30,000 of £7. Debentunies

u Transferred. 30,000 to general Fesetve

Required.
Prepare  Statement of financial pesition of limited company aftes taking over
the partneship firm ond. edjusement of above tiansactions.

l. land and buﬂd(ng 0 100000
Revaluation Reserve T 10000Q

3 . )

Rignts isgue - Tssue of chare capltal to existing  sharcholders  against cash
onsideration . 1t i a source of Hdinanct , Where dhares arg sued
ot proportionate pagis. Tt @n be sSued ot par as wel ag on

premium
80000Q ¢hares x| = 160,900 new) shares par +  premium -- issue valug
5 $65 + $0315 = $1.25
Bank (160000 shares x £1.251 260.00 0
0.5.C [160000shares x $3.5) 80,000
S.P (160000 sharts x $0.15] Q0,000
3. 6/ Debenturt Vv 20000
Bank ¢ 26000
u. Retained  famings N 30000

Greneral PResetve A 30000



e Cratement of financial pedition of Paperwala td after the acquisation of

partnership frm was as  follows:

Assets

on Luffe el
land and  buitding £ 350+ 100+ 20Q)
Plant and machinery (1004 ¢0)
fixtures

equipment

véahicle,

Total tcm&'\btej Non current Assels
Tntandibles - (hgodwL L

Total Non current Assels

Current Assets

inventory (100+26 )

Trade Recetvab les f50+50:\

Bonk C-20 - 60 +20Q - 20
Total Assets

Eauwtu and Liahilties
{

Foo+ 1984160] = W UB600 oidinary Shares of $0.5 eath

Share, Preqium Cut+120)
Revaldation Reselve
veneral Begerve,

Retained  eamings (700 - 30]
Total Equity

Non Current (fabilities
GI Debentures (100 - QO]
8/, ConverCable. Debentures

vt Lighilic
Trade Payabies (30 +20)
Total Fquty and Uiabilities

$ $

650000
166060
50000
16000
_ R0
28U0A0
109000
48 4000

\24300340

334000
261000

160000
30000
10000

1033000

%G0Q0

2193000 W00

0000
1290606 0



tant pat rememyer -
W the Yooks of Partnership
b Prepare o disgolution aj¢ to clese partnershiP locoks of AlCs.

21n some  Cases @ Limited. Company alsa takes over bank account So it i
tlosed o dissatution AIC .

3.1n Seme  (Cases trade veceivables aad trade poyables ate not taken over
oy limited company, So partners  will Make colleck jons and payments Hrom

recelvables and W payables on their own.

U.Total purchase Consideration is vecorded on the (redit side of discoltion
ajc. Cosh consideration will be debited s porters batk ajc and conside-
tation M form of finanaal istruments will be deoited fo partners’ Capital

AlC .

3.5hares  ond  debentues Wil be dustriured amang Partners in  their
profE [ loss sharing tatio or any other method Specitied-



giﬁlE GE [)u§\MESS

In order t0 close the sellers 0a0ks of ocdunts and 0 calculate gain of loss
0n sale of husiness o ‘dissalution [liquidation/ Realsation Account’ s prepared,

he\ps t0 clese (alculate 3am)w&s
boaokg ofF AcCcounts on d.isse wtion

Importunt points to Tememher |Steps to be followed:-

Skep LAl Gscets and cutrent  (abilikie¢  appearing in partnefship HrmS
books of accounts exept bank aCount Wil be closed t6 dissoletion
acCount

Note:- Bank account will only e closed.  to dissowkion aCcount i Lk
Cempany i td\dr\s auer the bank Acount.

o e unC
Discolution AIC X X X
Assets v % X X
ot netbook valug

Te Lu labiliny
current  Liabilitee L XXX

Digsoltion AlC xXY
it Bls value

Step Q: The loan from partner Wil e trangferred to his capltal account

dr cr
loan Vv XX X

(Capital — AICT XX x



Step 3¢+ (\osure of cufeat ql¢s.

<lf credit batance
current aled X XX
capital gic T ® X K
- _denit halaace
capitat ale XXX
current gle T XxH

Step U Purcnace consideration

The full amouat of Purchase onsideration (s credited to dissolubion
account . (ongidration i form of cosn is devited to partners bank
account, consideration in form of financial instuments swh as
shares and. debentures will be debited to parters Cap'ttal account

Mate:: Shares ond deveqtures will be distibuted between partmers in their
profit| Loss gharing ratia¢ of any other methak given loy the <Xaminer

$ ‘
Purchase  (onsideration L0000Q 3 Credited to disolution alc
cash [ bank (106000) = ddvited to bank alc
300000
Debentures (50000) - debited to B's capital afc
250000
00000 Shares 150000 - devited to parties Copital alc

$250000 = $1-95 [share $9%000
Q00000 charee

A(als)  BQIs)  C(U5)

$1.09 = &1+ $0.358 $100000  $100000  $50000
lsSue Par Premium
bank T 100000
$3%006 Y (apital -Deb. 50000
U (apital=s.¢ 250000
$00600 £50000 Dissatution AlC OO

5.C Premium



Step 5@ RAsset taken over by partner

< dr r
copttal  AlC XXX

discelutign alc X% X%

(b an agreed valuation ot whith the osset is token over)

Scep 6 .+ AsSets Nat taken over by Ud company bul <dd by partners

dr v
Bank AlC XXX
dissalution gl XXX
Step ¥ - Discolution  expenses
dr cr
Dicgolution  ALC XN X
bonk ¥ XX X

Sted 8 (ain |(6ss 6n  dissolution
dr
- (ain on Discelulion
Ascoltion  alC X XX
capital  alC

+ (08S an  digsalution
copitat ale Ly
Diggolution a)L

f

XX X

XXY¥



Skep 9:- Any Walances remaining on Gpital will be setrled through batk alg

Step 10:- Closufe  ofF hank alc.
ffter the withdfawal ov deposit of copttal threugh bank account

the bank alc ymust close o €0 batance



338000 Disgalution  RIC L33000

Praperty 100,000 Tade payables J5.000
Machinery 80,000/ Purcniase Cansideration (X7) U00.000
Nehicles 30,000] Capital Afc - (M.V) 13,000
lnveatory U0.000
Trade Pecevabies 30,000
Bank (Dissolution €xp) 18,000
(hain 100, 000
YCIEY) uo000
8 (3/s) U3
C(/5) 26000
438,600 4y33000
Banl AIC
batance oid 20000 | Dissalution €Xp. 13,000
XY Wd 100,000 Captal - A 95,000
Capital - C _30.060 B 33,000
\30.000 150,00




Capital Alcs

f C A B C
cutrent alc - - 1000 | balance bid 150000 | 125000 45000
Qehentures (wzld) - 50000 -~ Loan - 15000 | -
0.8.C(x¥z td) | 100000 | 100000, 56000 | cutrent alC 5000 | 3003 -
Dissolution ch(fﬂ-\n) - - 13600 | dicgglution ga€n Hoo00 | UOA30| QABI00
Radlc (withdran) | 5000 | 33000] =  |Bank (depasit ) = ~ | 30600
(95600 |133000 | 35000 195000 | 183600 | 15000




For full content



https://adeelpaperwala.odoo.com/pricing

