
marks

- ①
-

- 10 ⑰⑮
-
-

①
~

-

-

Cap Res Dr. 6- Cap . Res= 4

-
- -

To
,good 6

-

Good = 0

-

-

↑ 15-= I
-

-

- Z
~

- ⑳
-

~ -

- -

- - -

--

- - -

- -
--

- -

- - -

-

- => -

&

- --

- - -
-

-
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JOURNAL ENTRY

Elakhs
↳ ~Equity Share Capital all (N = 10) X 50L Dr. 500

~To
. Equity share Capital all (FV= 2 -5) x 501 125

~To. Capital Reduction 375

2. Directors Remuneration os all Dr . 10

--To
, Capital Reduction 18

3. avDebenture Interest Ols Dr. 48
=

~ To
, Capital Reduction 48

b . ~ 12% Debentures als DS 400

~To
,

13% Debentures als 400

4 . ~ Bank Dr. 125

~ To
. EquityShare Capital (FV= 2 .5) 125

5.Trade Payables als Dr. 165

-To
,

Bank 86

~ To
, EquityShare Capital (FV = 2.5) 65

~ To
,
Capital Reduction 20

TP 165

--
100 65

↓ ↓ Sebal= 107 cr

Cash = 80% ESC = 100%
↓, s80h

J.Land & Building Dr . 46

~ Capital Reduction Bo . 46

~ To
,

Plant & Machine 66

~ To
. Inventory 22

~ To
,
Trade Receivables 4

397

T. ~ Capital Reduction Do . #
~ To

. Profit and Loss 398

~To, Discount on issue of debentures ②

~ To
, goodwill -

only if mentioned in question &

E Capital Reduction AU. 9

To
. Capital Reserve 9



NOTE : - The balance of Capital Reduction after passing all effects of internal
-

reconstruction will be treated as follows : -

ist - Per Dr . balance will be written off
and - other fictitious assets will be written off

3rd-Intangible Assets will be written off- - if asked in question
with- If

any balance still exits in Capital Reduction,
it will be treated

as final profits from the scheme of Internal Reconstruction and will
be transferred to Capital Reserve alc.

Balance Sheet of Rocky Ind.a Reduced (Elakhs)
Particulars Notes Amount Amount

ECL
-

↳f 315 315

dr : ESC (FX = 2 :5) 8 O

b . R : Capital Reserve (see note below) ⑮
-

13% Debentua 400 408

:
other of expenses 11

Provisions 33 44

ASSETS
-

↳ :
a . PPE : Land & Build 238
=

Plant & Mach 220

turna fixt 4) 491

b . A: Goodwill (see note below) a 8 O
-

5- CA : Inventory 128
= -

Trade Receivables 76

Cash at Bark Th 268

NOTE : - When balance of Capital Reserve and Goodwin both are visible then

we write off goodwin against the Capital Reserve until balance of

either one of them becomes zero.
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- -

-

- =

# : 1stDeb 4) -

- - -

and Deb 64 - =
-

= - -

TP 11

int - - --

- -

~
- -

500000- 150000
& = 350000

can >Bal =

-
Bal

I,
2

Deb.
- ->

-

~ # Bist Del 200,00 360,
0000

BI and Deb 400,000

30L = 21 TP 50,000

10h z6L ↓ Int 600000X10%

= 32 Bali=10L = 60000

ST =all

3h = 1.2LX
-

Cand=
24 = 12 to

I

-

#
52 = 12% Deb.

1621t -

-

I

⑭ oraftinclude

O
-
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52000x95-000

- E -
- -

- -

-

-
-

-
- -- - -

-

Y
--

-

- o- -

- - -

-=1

X * Ex

O
-

J

52000 X15%
= 39000

-

- --

- - -

->

- -- - -

100000 ES
-

- -

-000ps
-

- ->

-

I
-

vz -
- -

40000 Deb -

!

~ - =

-
- -



Question 4 : -

1. Equity Share Capital (FV= 100) Dr . 1000000
I

To
. EquityShare Capital (FV = 10) ↑ 1000000

-

2. EquityShare Capital (EV = 10) DV. 500000
T &

To
.

Share Surrender 500 000
1

3. sharesSurrender Dr . 100000 3 Issue1

To
,

10% Preference share Capital 100000
1

4. 15%. Debentures Dur 150000
1

Accrued Interest Bu 22500
↑

To
. Capital Reduction 172500

-

PSC (100000) -- DH ⑪ Due tNo entry
W

X

15t. Debentures Dr- 150008
11

AccusedInterest Dr. 22500
↑

To
.

10% PSC -> Fresh Issue 10.0,000

To
. Cap . Red 72500

This entry would have been correct if there was no concept of

Share surrender. Then no pref. sh· cap could be issued out of shares
surrendered . In that case fresh PSC would have to be issued to DH

as a consideration for reduction of claim -

~ SSX

ESC 10h ESC 10h

s 15D 150,000

PSC 11 ↑
Al 2250

? T
P 72. Ste ↑

↓
PSC

Dr st PS 1000

DU 1 .5 L + 22.5 kv

P 125t↑
-

5. Trade Payables ⑫ DV. 13000
1

ToCapital Reduction 13000
1

Share Surrender Br. 39000
&

To
, EquityShare Capital 39

,

000

IIalI'ving 75% Trade Payables"



L24-P3III
now theirliability extinguish

"

Trade Payables Du . 39006
↑

ToCapital Reduction 39000
1

Su SSX

ESC 10L ESL 10L

- SS + ESC 39k

al P 139

SS St TP 52k

- PSC - IL 13k ↓
- ESC ·

i 39kk

PSL Il

ESC 39k If share surrender wasnot given in the question
TP = 52000 - 25% claim give up- TP Dr. 13000

-

TP 52k CRCr. 13
,

000

-Bal, 52000 -> 15% = 39000 - settlement + ESC
=

TP Do . 39000

P 39k / ESC Cr 39000
13k ↑

6 - Capital Reduction Dr . 580000
1

To
,

P& L 580000
.

7. Share Surrender Du . 361000
1

ToCapital Reduction 361000
1

8. Capital Reduction Do 5500

ToCapital Reserve 5380

&, 0

16-20 : Recorded > consolidation = appx lo ques ; Practice Question - adiQ
- -

-> +5

2 - Bonus-" Rankers Award"
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Question 3 :

-

1 : ESC (100) Dr . 3500000
-

To
,

Ess last 875000
-

To
,

c.Red 2625000
-

2. 10%. PSC 2100) Dr. 1500000
1

To
,

13% PSC (50) 750000
↑

To
,

ESC last 375000
#

↑

To
.

C .Red · 375000
#

T

3. C. Red DV . 150006
-

To
.

ESC (25) 150000
1

4 . T . Deb Dr - 500000 500000
- - - -

To
,

13% PSL 250
,

000 50% 50%
↑

To Bank 225000 PSC Cash
=

↑

To c. Red 25000 250008 225000
I & & -

5. Loan from Director Dur . 150000

To
.

New Liability 15000
-

6- Land & Build Du . 300000
1

C. Red. De 700000
1

To
, goodwin 350000

-
1

To
,
PCM 400000

&
A

To
, inventory 100000

↑
-

To
,
Tr . res 150000

-

T: a Bank Dr . 11000,000
-

To
,
ES Application 1000008

-

ES Application Dur 1000
,

000
-

To
,

ESC (25) 1000000
1

b c. Red Dr . 40000 (40000X25X4%)
To

,
Bank 90000

8. C. Red Dr. 15000

To
.
Back 15000

&

9- 1 . Red Du . 2120000
-

To
.
Pel al , 1950,000

↑
↑

To
.

C . Res . 170000
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Question 2 :

↓ EquityShare Capital (FV= 10) DU . 5000000
↑

↑

To
, EquityShare Capital (FV=3) 2500000

-

To.Capital Reduction 2500000
↑ &

2. a . 9% Preference Share Capital (FV= 100) Do . 2000000
1

To
,

9% Preference share Capital (FV = 50) 1000000
-

To
. Capital Reduction 1000000

1

b. 9% PreferenceShare Capital (FV =50) Dr . 1000000
↑

To
,

10% Preference share Capital 1000000
·

3. a 10% ist Debentures Dr. 400, 000
T

&

10% and Debentures Dr . 600000
-

Trade Payables Dr. 100000
-

Interest on Debentures DV. 100000
-

To
,

Mr . A 1200000
-

b . Mr. A Dr. 600
.

000

To Capital Reduction 600000
- &

C. Bank Du . 100000
I

To, Mr. A 100000
A &

d- Mr. A Dr . 700000
↑

#

To
,

12% Debentures 100000
-

4. a 10% ist Debentures Du . 200000
-

10% and Debentures Dr. 400000
↑ ↑

Trade Payables Dr. 50000
&

Interest on Debentures Du 60000
↑

To
,

Mr . B T10000
1

b. Mr . B Do . 300
,

000

To Capital Reduction 300000
- T

C. Mr . B Du . 410000
1

To
.

12% Debentures 410000
-

5. Trade Payables Du . 175000
1

ToCapital Reduction 175000
-
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6. Directors Loan Dr.

100000
1

To
, Equity share Capital 60000

&

To
,
Capital Reduction 40000

↑

7. Capital Reduction Do . 15000
S

To
.

Bank 15000
1

z . Bank Dr . 110000
To Capital Reduction 110000

-

9 Capital Reduction Dr. 10000
↑

To
,
Bank 10000

↑

10· Provision for tax DW. 100000
-

To
,
Capital Reduction 20

,
,000

To
,
Bank 80000

#

11 · Capital Reduction Du- 1620,000
-

To various assets (write every asset individually) 1620000
-

12. Capital Reduction Dr. 3100000
-

To
,

PCL all 1500000
-

To
,

discount on issue 100000
-

To
, goodwin 1000000

&
&

To
, patents 500000

#
↑

Balance Sheet-Self

Total : 48050001-

Bank-Bank old : final bal after adjustment : 5000 Dr.
>
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Working Note :

#A : - 1st Deb = 400,000 - Mr. B : 1st Deben = 200,000
1

and Deb = 600.000 and Deb = 400000
- -

Trade Pay = 100
,

000 Trade Pay I 50000

Inton Deb = 100000 1000
,

000 x10s) (600000x10%) Inton deb=000
Bal of Liab = 1200000

- Liab cancelled : 600
,

000 -Cancel 00↑ ↑



↳ E

Assumption :

both fr & puy are

-YPSCDr. 18000PPSCDo I reduced-

T20000

-> - -100
=

X ESC Dr. 900,000 - ESCDr. 1000000
->10

- -

-
To

. Cap Red 900
,

000- ESC (r. 100000
-

-
=

- = - -

Cre Cr . 900,000
-

- z
/

=>

- - -
-> Bank Dr. 50000

NO ENTRY
&

-O1 - Cap Red Co . 50000

=> = =
⑤
=> - Tra. Pay Dr .20000

/

- F

To
.
Cap Red 26

,

000
- -- -- =

--

-
-

CWCF Dr. 4000

capRedHo
= =

- Cap Red Dr. Coh
To

,

Invst 15000 -

= To P. D . D 201

IcapRed 1500
-

= -

=

CACF Do. 1000 -
-> already done

=

# - #

To
,

Bank 1000

-
- =- -

Trade Pay Do . 15300

ToPaul153500
-



/.
PSC (100) Dr . 900000

To
.
9/ . PSC (80) 120000

180000

-

To
,

ESC (10) 100 000=-

900000

50000
-

To
. Cap . Reduc 50000

C

-

Trade Pay . Dr . 26000

·w
-

Bauk Dr . 16500

To
.

Investments (wef) 15000

ToCapital Reduction 1500

Chennai wer Dr . 1000

1000
-ToBaa Dr . 15500 ⑮am

ToBaul
1500

-

Capital Reduction Dr . 200000
↑

Paral,
200,000
-

Capital Reduction Dr. 401500

To
. Bombay works 267667

-

133833ToCapital Reserve -

Capital Reduction balance=60150

I
PCLDr. -w off

- 200000
-

401500
-

-

s 13

↳ ps333

Bombay works whoff capital Reserve



⑬ D
I

BV = 350,000 d. Company
- H

425000 M

Il

unwo. .
-

-

RV = 425,000 = x=

-

↓ 350000 - w/off

50
&
i

-
-

f

3
Y

Zialtds
9000 X18

> 90000
↑

Capital Reduction Dr . 350000

To.Chennai work 350000
-

B 6% Debentures Dr . 350000
↑ ↑

shares of Zialtd. D8 . 90000
-

ToChennai Works 425000

To
. Equity Share Capital (FV= 10) is:00

shares of ziald- Dur 90000
↑

B Debentureholders
Dr. 350,000

-

Capital Reduction Dr. 350,000
-

Co .
350,000 + 425,000

= Chennai works - = - =

Equity Sh . Capital Ct- 15000 after Rewriteoff

-> Capital Reduction : 401500
-

& -
13

23
267667

i N

Capital Redn Dr. 26766T Capital Redn Dr. 133833

-

To
. Capital Reserve 133833

To
, Bombay works 267667

-

500kI

#OrE :- In this question ,
ICA has mentioned that only the paid up value is to be

reduced in pt 102 . However in pt . 6 when star Itd . issues fresh Equity shares

the new shares are of FV = 10 · Hence it is reasonable to assume in pt , and

pt 2 that both the face value and paioup value are to be reduced.
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Question 6 : -

↓ a. 81 · Preference share Capital (FV= 100) AU. 400000
-

To. 8% Preference Share Capital (FV = 20) 320000
& A

~To Capital Reduction 20000
↑

b. Equity share Capital (FV = 10) DV. 1000000
-

To
, Equity Share Capital (EV= 2) 200000

1

~ To
, Capital Reduction 300000

-

C. Capital Reduction Dr . 32000
-

To
, EquityShare Capital (FV = 2) 32000

!

Pref Div = 32000 X 3 = 96000

-T
213 113

64000 32000

↓ ↓
waiveoff Equity s-c.

↓ ↓

No entry Loss= Capital Red Dr.

↓ de

No viability for Pref Div-is By issuing ESC
,
there is no parallel

recorded. Hence
, nothing increase in an asset or decrease in

can be waived off . a viability. Hence it leads to a loss

3. 6% Debentures Dr . 300000
# &

To
,
freehold property 300,000

4. Arrears of Interest Dr. 24000
To

,

Bank
1

24000
1

5- Freehold Property Dr . 150000
-

To
. Capital Reduction 150000

1550000 - 300000 = 250
,

000 + 150000 = 400
,
000)

1

6. Bank Dr. 250000
·

To
.

Investments 200000
-

~To
.
Capital Reduction 50000

L

7. Directors Loan Dr. 300000
-

~To
, Capital Reduction 225000

1

To
, EquityShare Capital (N=2) 75000

-
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8. Capital Reduction Dr. 945000

-

To
.

Trade Receivables 180000
·

To
.

Inventories 240000
-

To
,

PeL 525000
-

9. ~ Capital Reduction Dr. 30000
I

To. Bank 30000
1

10. Capital Reduction Dr. 298000
-

To
. Capital Reserve 298000

1



QUESTION 1 lans)
1) Equity share Capital (E10) Er 508

ToEquity share Capital (E2 .5) 125
2

To, Capital Reconstruction 375

2) Directors Remuneration Outstanding Dr. 10

To
, Capital Reconstruction 18

3) Debenture Interest Outstanding DV. 48

To Capital Reconstruction
48

12) · Debentures Du.
408

# . 13% Debentures 408

4) BBank Dr. 125

To. Equity share Capital (2 -5) 125

5 Trade Payables DV. 165

To
,
Cash z8

To Capital Reconstruction 20

To Equity Share Capital (2 .5) 65

6) Hand & Building Dr. 46

Capital Reconstruction Du . Hb

T Plant & Machinery 66

⑳
, Inventory 22

To
,
Trade Receivables 4

7) Capital Reconstruction Du. 407 This has to be

To PRL 398
not specified in the

T
,

Goodwin 9

3 done even if

Discount on issue of Deb. 8
question-

NOTE: If incase
, after writing off PCLDr . bal

,
fic.Assets

, Intangible assets
-
-

balance in capital reconstruction still remains ,

then transfer the remain
balance to capital reserve-



Es of Rocky Itds 12 Reduced

I
& : ESC (2 .5) (NOTES] 315

R : CR 6

-

2

.TB : 13% Debent 400

3. C : @ : Ols exp Il

: 33

Assets

4.:E

:T 30
: GW 6

CA Invent 1205:
-

TR Tb

Bank 72


