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EDR 25 6120 24.2857 24.29
Right Adj Factor 1.02922

I
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PAT 2000000 2600000
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R

E S.C R 100 Alc Dr 1000000

To E Sic B 50 400000

To Share Surrender Alc 600000

8 Psg Also m
r 400000

o

TIP Dlc DV
To CIR AÉ 278 0
Beevises nI 58880012 88

TO UR Alc 156000
260000

In surr Alc Dr
To P S C

60000
750000

To E S C 100000
To UR

3500001
OR Alc Dr 425000
TO PPE 210000
TO IN 55000
TO TIR 90000
To stock 60000

To Bank Exp 10000

loan Alc Dr 80000
To UR 80000

41,0 PHL DV 325000
32000
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Bank Alc Dr 40000
To ESC 40000

Rec Ali
410000 246000

To PPE etc 425000 byh's int 6000036000
To PIL 325000 By Deb 200000 120000

To capitalkes350000 82000 By Sts 350000350000

B loan 8000080000



 

 
 

 

    
 

 14.37 
 INTERNAL RECONSTRUCTION 

It was decided to reconstruct the company for which necessary resolution was 
passed and sanctions were obtained from appropriate authorities. Accordingly, it 
was decided that: 

(a) Each share is sub-divided into ten fully paid up equity shares of ` 10 each. 

(b) After sub-division, each shareholder shall surrender to the company 50% of 
his holding, for the purpose of re-issue to debenture holders and trade 
payables as necessary. 

(c) Out of shares surrendered, 10,000 shares of ` 10 each shall be converted into 
12% preference shares of ` 10 each, fully paid up. 

(d) The claims of the debenture-holders shall be reduced by 75 per cent. In 
consideration of the reduction, the debenture holders shall receive preference 
shares of ` 1,00,000 which are converted out of shares surrendered. 

(e) Trade payables claim shall be reduced to 50 per cent, it is to be settled by the 
issue of equity shares of ` 10 each out of shares surrendered. 

(f) Balance of profit and loss account to be written off. 

(g) The shares surrendered and not re-issued shall be cancelled. 

You are required to show the journal entries giving effect to the above and the 
resultant Balance Sheet 

Solution 

  Dr. Cr. 

  `  `  

Equity Share Capital (` 100) A/c Dr. 10,00,000  

 To Share Surrender A/c   5,00,000 

 To Equity Share Capital (` 10) A/c   5,00,000 

(Subdivision of 10,000 equity shares of ` 100 each 
into 1,00,000 equity shares of ` 10 each and 
surrender of 50,000 of such subdivided shares as 
per capital reduction scheme) 

   

© The Institute of Chartered Accountants of India 
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  14.38 

12% Debentures A/c Dr. 1,50,000  

Interest payable A/c Dr. 18,000  

 To Reconstruction A/c   1,68,000 

(Transferred 75% of the claims of the debenture 
holders to reconstruction account in consideration 
of which 12% preference shares are being issued 
out of share surrender account as per capital 
reduction scheme) 

   

Trade payables A/c Dr. 72,000  

 To Reconstruction A/c   72,000 

(Transferred claims of the trade payables to 
reconstruction account, 50% of which is being clear 
reduction and equity shares are being issued in 
consideration of the balance) 

   

Share Surrender A/c Dr. 5,00,000  

 To 12% Preference Share Capital A/c   1,00,000 

 To Equity Share Capital A/c   36,000 

 To Reconstruction A/c   3,64,000 

(Issued preference and equity shares to discharge 
the claims of the debenture holders and the trade 
payables respectively as a per scheme and the 
balance in share surrender account is being 
transferred to reconstruction account) 

   

Reconstruction A/c Dr. 6,04,000  

 To Profit and Loss A/c   6,00,000 

 To Capital Reserve A/c   4,000 

(Adjusted debit balance of profit and loss account 
against the reconstruction account and the balance 
in the latter is being transferred to capital reserve) 

   

© The Institute of Chartered Accountants of India 
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She ds test
No qSh 150 lake

25 of as Sh 37.5 Latch

Resource test 375 latch

1500

SP 300
9R 1800
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37
25

937.5
price per 8h 20
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Debt to equity
total debt 5430

Equity 2715

PUCHER before BB 3750
10350

ESC FV 300 30
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CRR 3É
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In Alc

114To bank 28000 33 050 11117 By bank 18000299880

3079 To Bonus 8000 By bal 2700028263

3079 TO Bank
3 36000 9000 1350005 pff
2 3 15

31 3 TO P L 111480

3
8
36000

13 6

WTTotal Shares 215000
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471000
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S P 17 2 V16.66 C 10 467

299 880

Profit 299880 18000,701

111480

Closing bal 27000 10.46 282609
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Computation qpc
cash paid 11,500 10

shares 500 100 of
P.SC 270000 1.15 310500

EAT
NO of Shares to PSC F

FV 2
9

10 300000

No 98h 3000

Prem 10500 i.e 3.5 18h

Net Assets taken over

Inventory 1160004011 127600

PPE 14,53000 204 1743600
Trade Receivable 232000

Idepaya
Borrowings Short term 189500

touterm borrowing 5092500
Ivo

Net Assets 98520
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AnalysisofreservesJ

25
011524 Post

a R 2000 400 7777

TOP L 1200 300

Dividend 480 480
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Inventoryfread G pMN 1740

MI 25 580 290

alw or ar 9 38
Share in Net Assets

ESC 75 94000 3000

Treaca res

metal 2 0

31Capital Res
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MN RP Ad Amt

ERIE 7890 98 3607798
Capres 2100
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PU 2
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PV

LP400000 2.282
9 12,800

GRU 35000 0657

FE.FIIo eas t

Ffa dividend 500000 5250000

PS Dividery

Net profit

151st

Bal 375000
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Branch StockAlc

To bae bid 1500000 By USB 240000

TO GSB 6750000 By B cash 1850000

TO B Debtors 100000 By B Debtors
3900000

By bat ad 2360000

5000 00

Branch Adj Alc
TO GSB 48000 By Stockreslos 300000

To Stock Res CS 472000
15 25

ByGSB 1350000

To B PIL

debtors
To be bold 500000 By Branchplapix 25080

To B stock All 3900000 By Branchp BD 55000

To B Bank 80000 By B CashBang 3250000

By B Stock 100000

By bat Cld 1050000

8 4480000
Branch Plc

To B Debtors 80000 By B Adj Alc 1130000

TO B CashAc 725000

TO PIC 325000


