UGC NE

PAPER -2
COMMERCE

Unit -2 Accounting

Holding company accounts |
#102 CLASS BY SAKSHI . 1

:T IRF Z OZ Z www.ugc-net.com

> Youlube




le
(:

UGC Paper 1st Free Cl... &

only admins can send messages

+91 81453 66384 joined using this group's invite link
+91 70102 37343 joined using this group's invite link
+91 96672 47765 joined using this group's invite link
+91 98557 99207 joined using this group's invite link
+91 60035 13791 joined using this group's invite link
+91 83590 38670 joined using this group's invite link
+91 91497 27505 joined using this group's invite link
+91 70910 66218 joined using this group's invite link
+91 75779 16791 joined using this group's invite link
+91 60035 13791 left
+91 90012 26665 joined using this group's invite link
+91 80037 25657 joined using this group's invite link

+91 89555 46730 joined using this group's invite link

v B

UGC Paper 1st Free Cl...

120 subscribers

December 28

Channel created

Channel photo changed

-+ government_job_2020 v ¢

1,711 6,845 7

Posts Followers Followi

Govt job 2020 (Fillerform) 17K

Free Online “® Computer Class 2
1. Baisc computer “*

2. Web development

3. Hackig
youtu.be/mIfPC5C-EvQ

Jaipur, Rajasthan

Edit Profile

Promotions Insights Contact

New KSub & YouTube 2000 users




UGC NET Paper 1st

1 & Vit 10
\‘ "—,
Teaching Aptitude
“'u'oﬂ‘ A
“Level of Teaching" i ¢
www.filler
11:00 AM Level Of Teaching | Teaching i

@ 5000+-MCQ+PYQ
‘ §i Free Books

E)fillerform







R— —

—

e - —

NET Free Cldlass GGy
O9: 00 ANM- GK Cllass
B=8 1 1 - OO0 ANM- Paper st
1 2:00 PN — Hindi 2nd
O1:00 PMNM- History 2nd
ERO2:00 PNM- Paper st MO O
OZ3: 00 PNM- Commerce 2nd
OG6G: 00 PMNM- Sanskrit 2nd
O/7: 00 PN - Short video(notes)
O8:00 PMNM- Job/PhD updarte

=S O9: 00 PMNM - Paper st DDl
» P 3 1 lerfTfor-m













UNIT -2

ACCOUNTING AND AUDITING

1. Basic accounting princfibles

2.Cost and Management accounting
3. Financial statement analysis
4.Corporate accounting

5.Introduction to Indian accounting
standards

6.Inflation accounting
7.Human resource accounting
8.Standard costing
9.Marginal costing

10.Auditing
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Reconstruction




Reconstruction (reorganize a company which has suffered
huge loss)
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*Reconstruction may be of two types:
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1) External reconstruction:

* A new company 1s formed for the express purpose of taking over the
business of an existing Sick company

» Existing company sells its business to the newly formed company
which 1s generally similarly named and owned by the same shareholders
* For example: Muskan Tea company limited was takeover by the New
Muskan Tea limited company
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2) Internal reconstruction:
* There is neither liquidation nor formation of a new company
Existing company continues its legal entity as before

Done by the internal rearrangement
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Internal reconstruction can be done through following ways:
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1) Alternation in the share capital:
 Increase in share capital - increase in share capital by issue of new
shares. » Consolidation of shares (combine existing shares of smaller
denomination into

shares of bigger denomination)

* Subdivision of shares (subdivide the existing shares of bigger
denomination into shares of smaller denomination)

» Cancellation of unissued shares (cancellation of the non-subscribed
shares means decreasing the unissued capital)

* Conversion of shares into stock (convert the fully paid shares into stock
or re-convert stock into fully paid shares
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ITI) Reduction in share capital:

Conditions and procedure for reduction of share capital:

1) The company must be authorized to reduce the share capital in its
article of association, if there is no provision in the article of association
to do so it must passes a special resolution to alter its articles of
association.

2) Special resolution must be passed at a general meeting and it's copy
should be filed with the registrar within 30 days of passing of the
resolution

3) The company must file a petition to the tribunal for an order
confirming the reduction after the Consent of creditors has been
obtained.

4) The tribunal may direct the company to add the words "and reduced"
at the last word.

5) A certificate copy of the tribunals confirmation order and changed
memorandum must be with the reqgistrar of companies for registration
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Liquidation of Company

As per the section 270 of the companies act 2013 the liquidation

or winding up can take place in any of the following two ways:
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[) Winding up by the court:

 When the company is unable to pay its debts.

 When the company has by special resolution resolved to be wound up
by the tribunal.

* If the court is of the opinion that affairs of the company have been
conducted in a fraudulent manner.

 When default is made in filing financial statements or annual returns to
the registrar for immediately preceding five consecutive financial years.
« When the court is of the opinion that it is just and equitable that the
company should be wound up.

*In case of winding up by the tribunal the liquidator is appointed by the
tribunal.
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II) Voluntary winding up

According to IBC (Indian bankruptcy code 2016), there is no

option of voluntary winding up of company.
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*oStatement of affairs:
According to section 274 of the companies act 2013, when the
court has made a winding up order or appointed the official
liquidator then director of the company must submit a statement
called statement of affairs to the official liquidator within thirty
days of the courts order.
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Must be 1n prescribed form.

1) Assets of the company stating separately cash balance in hand and at the bank.
2) Its liabilities and debts.

3) Name of the creditors.

4) Debt dues to the company and names and occupation of the people from whom it

is due
5) Other information as may be prescribed by the central government or Required
by official liquidator.
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» List of statement of affairs:
List A: It includes all those assets which are not specifically
pledged.

List B: It includes all those assets which are specifically
pledged.

List C: It includes all the preferential creditors.

List D: It includes debenture holders having a floating charge
on the assets of

CO.

List E: It contains names of unsecured creditors.

List F: It contains names of preference shareholders.

List G: It contains names of equity shareholders.

List H: it shows deficiency or surplus finally disclosed by the
statement of affairs.
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» List of contributors:

List A: Includes the present holders of partly paid shares and are liable to
pay the uncalled amount of the shares.

List B: Those persons who cease to be the members of the company
within one year before) the date of winding-up of a company are
included, they are liable to contribute for those debts which were in
existence at the time when they ceased to the member of the company.
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Holding Company Accounts

Subsidiary is an enterprise that is controlled by another enterprise
known as parent company.

Parent is an enterprise that has one or more subsidiaries.

A group includes parent and all its subsidiaries.
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*One company can become a holding company of another in

any one of the following three ways:

1) By controlling the composition of the board of directors of
another company, so that it is able to appoint or remove all the
majority of the directors of the another company without
consulting anyone.

2) By holding more than 50% of voting power or equity shares in
another company

3) By Controlling a holding company which controls another
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Wholly owned subsidiary is one in which 100% shares with voting rights
are owned by the holding company.

* On the other hand, in a partly owned subsidiary, only the majority shares
(more than 50% are owned by the holding company).

* In a partly owned subsidiary, shareholders who do not sell their shares
to the holding company are known as a minority shareholders or
outsiders.

» Consolidated financial statement are presented by a parent company for
a group enterprises under its control in addition to separate financial
statements and it must be prepared as per Accounting Standard 21

» Consolidated balance sheet is not a legal requirement under the
companies act 2013 and hence there is no prescribed format, however if
prepared it should be as far as possible in conformity with schedule III of
the company act 2013.
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Holding company's share In pre
acquisition reserves and profits is
treated as capital profit and is taken
iNto consideration for calculating the
Goodwill or capital reserve.
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- Holding company's share in post
acquisition reserves and profits is
treated as a revenue profit or loss it is
added to the profit and loss balance
of the holding company.
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*There is no need to make a
distinction between pre and post
acquisition reserves or profits while
calculating minority interest.
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*> Elimination of mutual for

intercompany Owings:

1) Debtors and creditors (Some will
be deducted both from the total
debtors and total creditors in the
consolidated balance sheet)




2) Bills of exchange (appear as bills
receivable in one companies balance
sheet and bills payable Iin other
companies balance sheet. The same
are to be cancelled out against each
other Iin the consolidated balance
sheet)
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3) Loans (the loan amounts and the
interest thereon are also cancelled)

4) Current account balance (the
assets and liabilities are also
cancelled)
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5) Dividend received from subsidiary
company out of Pre acquisition
profits (reated as capital receipt.
The holding company should deduct
the amount of such dividend from
the cost of shares acquired in the

subsidiary company)
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6) Dividend received from subsidiary
company out of post acquisition
profits treated as revenue receipt.
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7) Interim dividend received from
the subsidiary company - Interim
dividend relating to pre acquisition
period should be deducted from
pre-acquisition profits and interim
dividend relating to the post

acquisition period should be deducted
from the post acquisition profits.
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Revaluation of assets:

- If the fixed assets of the su!sidiary

are revalued at the time of acquisition
of its shares, the adjustment for the
profit or loss on revaluation must be
made in the consolidated balance

sheet.
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1) Any increase in the value of fixed
assets of the subsidiary company will
be treated as a capital profit.
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2) Any decrease in the value of fixed
assets of the subsidiary company will
be treated as capital loss.
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3) If the value of fixed assets
IS increased due to revaluation,
depreciation would also be increased
proportionately and the extra

depreciation would be deducted from
revenue profits of the subsidiary

company.







4) If the value of fixed assets is
decreased due to the revaluation,
depreciation would also be decreased
proportionately and such a decrease
in depreciation would be added to the
revenue profits of the subsidiary.
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*Share of profit or loss on revaluation
of Minority shareholders will be
added or deducted from minority
interest. Also their share of increased
or decreased depreciation will be

adjusted while calculating minority
Interest.
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