
CORPORATE 
ACCOUNTING-2



AMALGAMATION AND 
EXTERNAL 

RECONSTRUCTION
Meaning or External reconstruction—The External 

reconstruction refers to the sale of the business of existing 

company to another company formed for the purposed. In this 

one company is liquidated and another new company is 

formed. 



ACCOUNTING ENTRIES IN 
THE BOOKS OF THE 
TRANSFEROR COMPANY 



For liquidation expenses-





1. ACCOUNTING IN THE BOOKS OF THE 
TRANSFEREE COMPANY

#THERE ARE TWO MAIN METHODS FOR 
AMALGAMATION

(A) THE POOLING OF INTEREST METHOD

(B) THE PURCHASING METHOD



THE POOLING OF INTEREST 
METHOD
■ Assets and liabilities of transferor company 

taken over by transferee company at book 
value unless valuation required for uniformity 
in accounting policy. 

■ Difference in purchase consideration and net 
assets taken over if any adjusted with reserve. 

■ All reserves of transferor company shown in 
the books of transferee company. 

■ This method is followed in case of 
amalgamation in the nature of merger. 



JOURNAL ENTRIES



THE PURCHASE METHOD
■ Assets and liabilities are taken over at fair value. Book 

value shall be considered when fair value/market 
value/realizable amount/ amounts to be paid stated. 

■ No reserve except statutory reserve will be shown in the 
books of transferee company.

■ Difference in net assets taken over and purchase 
consideration is dealt as followed-- #Purchase 
consideration>net assets than difference being transfer 
to goodwill and if #purchase consideration<net assets 
than difference being transfer to capital reserve account.  

■ This method is followed in case of merger in the nature 
of purchase. 



JOURNAL ENTRIES





DIFFERENCE BETWEEN POOLING OF 
INTEREST METHOD AND PURCHASE 
METHOD


