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Journal Entries in the books of Green Ltd.

# Particulars Dr (₹) Cr (₹)

1 Equity Share Capital A/c (old) ..... Dr. 10,00,000

  To Equity Share Capital A/c (new) 4,00,000

  To 8% Preference Share Capital A/c 1,60,000

  To 10% Debentures A/c 50,000

  To Capital Reduction A/c 3,90,000

(Old shares replaced under reconstruction scheme)

2 Bank A/c ..... Dr. 2,00,000

  To 10% First Debentures A/c 2,00,000

(Fresh debentures issued for cash)

3 Capital Reduction A/c ..... Dr. 2,20,000

  To Goodwill A/c 1,20,000

  To Plant & Machinery A/c 50,000

  To Freehold Property A/c 50,000

(Assets written off/down)

4 Capital Reduction A/c ..... Dr. 1,70,000

  To Capital Reserve A/c 1,70,000

(Balance transferred to Capital Reserve)

Capital Reduction Account

Dr ₹ Cr ₹

To Goodwill 1,20,000 By Equity Share Capital A/c 3,90,000

To Plant & Machinery 50,000

To Freehold Property 50,000

To Capital Reserve (bal.) 1,70,000

3,90,000 3,90,000

Q6(c) — Branch Accounts (Debtors Method)

.

WN — Loading on stocks & goods

1. Loading on Opening & Closing Stock (stocks given at cost & loading = 25% of cost)

Cost (given) Loading = 25% × Cost IP = Cost + Loading

Delhi — Opening 30,000 7,500 37,500

Delhi — Closing 35,000 8,750 43,750

Bangalore — Opening 25,000 6,250 31,250

Bangalore — Closing 32,000 8,000 40,000

2. Stock-in-Transit — Bangalore only

Goods sent by HO at cost ₹2,00,000 → at IP = 2,00,000 × 1.25 = ₹2,50,000

Sent by HO (IP) Received by branch (IP) In transit (IP)

Delhi 2,50,000 2,50,000 Nil

Bangalore 2,50,000 2,30,000 20,000

Bangalore in-transit at IP ₹20,000 
Cost = 20,000 ÷ 1.25 = ₹16,000; Loading = 16,000 × 25% = ₹4,000
Delhi Branch Account (at Invoice Price)

Dr ₹ Cr ₹

To Balance b/d: Stock (IP) 37,500 By Bank (remittance) 2,35,00
0

  Debtors 40,000 By Goods sent to Br. (transfer to 
B'lore, cost)

16,000

  Cash 6,000 By Goods sent to Br. A/c (loading) 50,000

To Goods sent to Branch (IP) 2,50,00
0

By Stock Reserve (opening loading) 7,500

To Bank (HO expenses) 15,000 By Balance c/d: Stock (IP) 43,750

To Stock Reserve (closing 
loading)

8,750   Debtors 32,000

To Net Profit (to General 
P&L)

30,000   Cash 3,000

3,87,25
0

3,87,25
0

Delhi Branch — Profit = ₹30,000

Bangalore Branch Account (at Invoice Price)

Dr ₹ Cr ₹

To Balance b/d: Stock (IP) 31,250 By Bank (remittance) 2,10,00
0

  Debtors 35,000 By Goods sent to Br. A/c 
(loading)

50,000

  Cash 5,000 By Stock Reserve (opening 
loading)

6,250

To Goods sent by HO (IP) 2,50,00
0

By Balance c/d: Stock (IP) 40,000

To Delhi Branch (transfer in, cost) 16,000   Stock in transit (IP) 20,000

To Bank (HO expenses) 12,000   Debtors 30,000

To Stock Reserve (closing loading: 
8,000 + 4,000)

12,000   Cash 2,500

By Net Loss (to General 
P&L)

2,500

3,61,25
0

3,61,25
0
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