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Internal Reconstruction 4marks Inmarks

Introduction

meaning of the term Reconstruction is to rebuild or rearrange

Reconstruction External Reconstruction CoveredbyAS14
Internal Reconstruction Re organisation within

the same entity
Covered in this chapter

Internal Recoust means restructuring the Balance sheet position
of the company without liquidating the company
In order to implement the scheme a special account is created

called Capital Reduction Ac or Reconstruction Ale This account is

a nominal account which is created to transfer the sacrifice made

by the shareholder's or outside liab or losses from reduction ofassets

IE ESC AlCDd Bcr

Eg Forgo AK Itd To capRed All 3or

Esc Bur lour PPE low

10 Deb ler 8er Debtors 5 or 10 Deb All Do

Tradepayable Gor Inventory Her To capRed Ale ler

P L Da Bal scrCIE yer TP Alc Dd Ir

Ak Itd ANDREDUCED TOcapRed Ale her

ESC For PPE loer

10 Deb for Drs so Cap Red Ale De for

T P so IN 11 TOPIC Ser



r 191g

Journal Entries

For Increase Decrease in value of Assets
a ForIncrease in Asset
Asset All De

To CapitalReduction

b ForDecrease in Asset

Cap Red Ale De
To Asset

For claims waived off by Creditors Debentureholders outside liab

Creditors Deb liab Alc Ds
To cap Reduction Alc

3 For contingent liab cancelled BIS
Noentry Lb Asset

Reason Because in Bls suchCidb was Not
recorded NOentry on waiverof this liab

egof contingent liab cont liab 11

Arrears of Pref div
i Capital Expenditure commitment
ii Anyother contingent liab specified in ques



4 Contingent liab paidoff
option 1 Option2

Cap Red All Do her Cap Red AleDe ler
To liab To CIB ler

liab All De la

TO CIB Alc

ForReconstruction Expenses

CapRed All Dr
TOCIB

BIS

6 ForIntangible Assets appearing in Bls Intangible
a In case ofgoodwill Gw
w off if nothing is mentioned Patent

Copyrightsetc

CapRed Alc Dr
To Glw

b For otherIntangibles
Do as per question info

For Reduction of share capital
when face value of shares is reduced

g Co had 10000Eg shares ofFloeach The Co reduced the face value
ofshares to E 4 each Pass J E



Esc Alc De 10 1 00,000 10000shares 10

To ESC E4 40000 10000shares 4

To CapReduction 60000

Whenonly paidup value is reduced
eg Co had 10000eg shares of FIO eachfullypaidup The Co reduced
the paidup value ofshares to E 4 each face value is still 10

Iff
ESC Alc Do 60000 10000shares 6

To cap ReductionAlc 60000

Reen why in case b we passed Netentry As the face value of
shares is still 10

ImpNote If in the question no specific info isgiven as towhether

paidup value isreduced or face value is reduced it is to be
assumed that face value is reduced J E should be passed as

per 7

8 Write off Dr Bal of PIL or misc Expenditure or Acc losses
this is to be done ALWAYS whether mentioned or Not in the ques

CapRed Alc De
TOPIC Misc Exp Ace losses

ForAny Credit Balance left in capRed Ac ifany
CapRed Alc Dr

To Capital Reserve



Net When the Bls is preparedafter Internal Reconscheme the
words ANDREDUCED should beadded with the name of theCo

Q1 USR

Journal entries

i PrefSh cap 100 Alc Dr 400000 4000shares 100

To Pref Sh Cap 75 300000 4000shares 75

To capRed 100000

ii EqSh cap 10 AlcDr 750000 75000shares 10

To ESC 2 150000 75000shares 2

To capRedn 600000

ii Arrearsof pref div 4years 41 6 4yrs 96000

CapRed Ale Dr 24000
345172000 Pur

TO FSC 2 24000 waiyed 21100

no fshares 12000shares Noentry give egshares

1 Inton Deb cashpaid
Int on Deb Alc Dr 22500

To Cash All 22500



Freeholdprep value increase
Freeholdprop Alc De 20000

To capRed Alc 20000

BV 100000 agreed value 120000

vi Freehold prop given to debholder
6 Deb All Dr 120000

To FreeholdPrep 120000

ii Additional cash raised fromDeb holder
CIB Alc De 130000

TO 8 Deb Alc 130000

viii keloff Patent Grew

CapRed All De 167500

TO GW 130000

TO Patent 37500

ix Inventory w off
Cap Red Alc Dr 65000

TOInventory 65000

Provfor BD create
CapRed All De 68500

TO Prov for B D 68500

2



i FreeholdPrapRevalue working Bls value 425000

Freehold PropAlc Dr 62500 20000

TO CapRed Alc 62500 120000

325000

FV 387500

62500

Xii Invest sold
CIB Al DS 140000

TO Invest 55000

To CapRed 85000

iii Director's loan
loan fromDirectorAle Do 100000

To ESC 2 90 90000 45000shares

TO cash 5 5000
To CapReduction 57 5000

in CapCommitt cont liab

CapRedn Al Ds 12500

TO UB 12500

250000 57

v M offPILDo Bal Alwaysto be done

CapRed Alc Dr 535000

TOPIL 535000

capRed Bal
Xvi Trt Bal of CapRed to CapReserve Add all Cr But lessABS



Bat in cap Red is NIL

Balancesheet of AUCo AND REDUCED as at 1ˢᵗApril x

Ega liab
SHF
a Sharecap 564000

3 RES

NCL

ong termBorrowing 385000

C
T P 300000

ank Old w oftfrom cash Bal
Other car liab fully settled MIL

1249000

Assets

NCA

PPE 437500

IntangibleAsset fully wloff
Man Carr Invest solo

CA
Inventories 425000 65000 360000

TR 4850004Prov68500 416500

CCE 22500 130000 140000 5000 12500 195000 35000

BHU Old 1249000



Share cap
ESC 75 00011 750000 150000 24000 90000 264000

No of shares 132000shares of F 2 each
PSC 40000011400000 300000 300000

No ofshares 4000shares of 75 each
564000

long term Bow
6 Deb 375000 120000 255000
8 Deb 130000 130000

385000

PPE

FreeholdPrep 425000

Add Appreciation under Internal Recon 20000

less Given to Debholder's 120000

Add Appreciation under Internal Recon 62500 387500

Plant 50000

437500

For all ques Notes to Ale's ReferQB
In exam prepare only if time permits



Journalentry

Esc 50 Alc De 750000 15000shares 50

TO ESC 72.5 37500 15000shares 2.5

to capRed 7125000

Newsharessubscribed

CIB AIC Dr 112500 15000shares 2.5
TO ESC 2.5 112500

Prefshares
7 Pref Sh cap 50 De 600000 12000shares 50

CapRedn De Blf 60000

To 5 Prefshares 10 480000 12000shares 4 210

TO ESC 2.5 180000 12000shares 6 22.5

loanof5150000 settled
loan Alc Dr 150000

To 5 PrefShCap 120000 12000shares 10

to ESC cap 30000 12000 shares v2.5

New shares subscribed
CIB All De 100000 40000shares 2.5
TO ESC 2.5 100000



loan 21 repaid
loan Alc Dr 200000

TO UB 200000

wloff Plc Dr Bal

cap Red Alc Dr 451000
TO PIL 451000

8 wloff Plant
Cap Red Dr 35000

TO Plant 35000

9 w oft GtwTrademark a CapRed Dr CapRed

Cap Red 166500 And less

TO Go 4 trademark 166500
d

w oft only to the extent of Bat in capRed



Bls of Rebuilt Itd AND REDUCED

Egalials
SHE
Share cap 1060000

Ras

NCI
LT B loan 573000 1.51 21 223000

CL

T P 207000

Other car liab 35000

15,25000

Assets

NCA

PPE 6680001735000 633000

Intangible 318000 166500 151500

Int 400000
TR 328000
CCE 112500 100000 200000 12500

1525,000



Sharecap
ESC 750000 750000 37500 112500 180000 30000 100000

No ofshares 184000shares F2.5each 460000
PSC 6000001 1600000 480000 120000 600000

no of shares 60000shares 10each
1060000

03

Adj viii Option

Prov for tax Alc Dr 200000

Cap Red Dr 100000

TO CIB All 300000

Option

Prov for tax Alc Dr 200000
CapRedn Alc Dr 100000

TO liab for taxation 300000

liab for taxath Alc De 300000
TO UB 300000

Bell does How



04
1 PrefShares Wrong entry
8 PSC Alc Dr 600000
To cap Rean 30 180000

8

TO 11 Deb 70 420000

1 Old Deb settled with Plant
9 Deb Alc Dr 1200000

TO Plant 900000

To capRedn 300000

i TP settled Inventory

TradePayable Dr 592000
TO Inventory 500000

To cap Redn 92000

in Invest bringdown to mkt value
CapRedn Alc Dr 13000

To Invest 13000

68000 55000

x Issue 11 Deb
CIB All Dd 300000
TO 11 Deb 300000

1 RepayBank Old
Bank Old AleDe 150000

TO CIB 150000



iii coloff PILDo.BA Bhillnajaana
Cap Red 405000
TO PIL 405000

viii Trf Bat of capRed to capRese
AddallcrB.at of capRed

CapRed 154000 less all Dr n

to cap Reserve 154000

I Dr CapReduction ca

TO Invest 13000 By8 PSC 18000

TO PIL 405000 By9 Deb 30000

to capRese 154000 By TP 92000

572000 572000

BIS QOTD 28,74,000



Journalentries
PSC FYreduced
PSC FV 10 Alc De 150000 15000shares 710
TOPSC FUE2.5 Alc 37500 15000shares 2.5
To capRedn All 1125000

ESC FVreduced
ESC FV 10 Alc De 200000 20000shares 10

TO ESC FUEL AC 20000 FI

TO capRed Ale 180000

Arrears of Pref div
Cap Red Ale De 48000

TO ESC EI Ale 48000

1.51 84 x 4yrs

Freehold Prop

Cap Red All Dr 45000

TO FreeholdProp 45000

120000 75000
Bu agreed value

DebHoldertookoved property paid cash
10 Deb All De 50000

Int on Depols AlcDe 5000
CIB Alc De 20000 Debholdergavecash to the compy

To Freehold prepAlc 75000



Note Whenever Ques uses the word Debentureholder's It includes

Deb Facevalue 1 Int payable onDeb

P M writedown
CapRedn All Dr 30.000
TO PUM 30,000

130000 1 100000
BY

Invst sold
CIB Alc Do 32000

CapRedn Dr 8000

TO Invest 40000

E
w

TO Glen 50000

TO Inventory 10000

O Cout liab settled

CapRed All Dr 7000
TO CIB All 7000

0 Ins claim recovered
CIB Alc Dr 6300
To capRed Alc 6300



1 Inoff PIC Do Bat Bhul no jaana
Cap Red Ale De 70000

TO PIL 70000

2 CapRed tot to capRese

Cap Red 30800

to capRese 30800

Balance sheet ofRecover Itd as at 3103 AND REDUCED

I Equcials
SHE

a Share cap 105500
s R1 cap

Reserve 30800

Nee
c T B Deb

CC

T P 80000

S.T.B Bank old Notnettingoff with CCEas we dont have 90000
sufficientcash bat 306300

Assets

47 185000

Intangible
CA Inv 30k 10k 20000

TR 50000

CCE 20K 32K 7K 6300 51300

306300



Share cap
ESC 21112L 20k 48K 68000

PSC 1.51 11.5 37500 37500

105501

FTeenoid
1.21 457 75k NIL

easeholdprop 85000

Plant 1.31 1 30k 100000

185000

OTournal
entries

Cap Red 55.000
TO Furniture 55000
150000 95000

FreeholdProp 55000

to capRed 55000

Cap Redn Alc Dr 184000

To Plant 89000

TOInsist 95000 200000 105000



9 Deb All Do 250000

TO CIB 115 50000
to land 72000
To capRedn 128000

Cap Red All De 70000

TOPIC 70000

AGen Rese All Dr 126000

To capRed 126000

Note The shortfall of capRed is adj from G R
e

CrofcapRed DeofcapRed
CH

ESC 10 Alc Dr 15.00.000 150000shares 710

TO CIB 50000

To 101Deb 750000 7500Deb 100

TOseePrem 150000 7500DebX20

ToESC 210 500000 50000shares FIO
To capRedd BH 50000

1 FreeholdProp Ale De 95000

To cap Redn
95000

BY 350000,11 445000
agreedare



ii 8 Deb All De 500000
TO Freeholdprep 445000

To capRed Blf 55000

x CapRed 200000

TO capReserve 200000

09 CDR

I Journalentries

1 Uncalled Capital calledup

CIB Alc Dr 10.00.000 100000shares 10

TO FSC 1000,000

ESC FVdeduce
ESC 250 Do 75,00000 150000shares 50

TO ESC 20 30.00.000 150000shares 20

To cap
Reduction 45.00.000

Max settlement
12 First Deb Alc Dr 300000

12 See Deb All De 700000

Trade payable All Ps 200000

CIB Alc Dr 200000

TO MAX Alc 1400000



Md All Dr 1400000
To cap Red Alc 700000
To 14 First Deb All 700000

4 May settlement
12 First Deb De 200000

12 SecondDebDe 300000

T P Dd 100000

TOMar 4 600000

Mar 4 Alc D8 600000

To cap Redn 300000

To 14 FirstDeb 300000

In offGlen PIL Do Bal

Cap Redd Alc De 4000,000

To GW 20.00.000

TOPIC 20,00000

But to wloft Computers Bal fig
Cap Red Alc Do 1500000

To Computers 15,00000



Balance sheet of Green Itd ANDREDUCED

I Eq Ciab

SHE
a Sharecap 652 1011 1 751 301 3000,000
5 us

NCL

C T B 14 FirstDeb 10.00.000

CL

TP 54121 111 200000

42.00.000

Assets

NCA

PPE 457 152 30.00.000

Intangible
CA
Ece lol 21 1200000

42100,000



Q1 WR
ITJournalentries

Uncalled capBeing called
CIB Alc Dd 1000,000

TO FSC Alc 10.00.000

100000shares 10each

ESC reduce.FI
ESC 50 Alc Dr 75,00000 150000shares Eso

TO ESC 40 Alc 6000,000 40

TOcapRedn Alc 1500000

New Issue of EqShares
CIB Alc Dd 1250000
TO ESC 1250000

1250000 31250shares
40

I'P settlement TP 1240000

T P Alc De 1240000
75,0000 Bal

TO ESC 40 AIC 750000
Fgshares

490000
TOCash 343000 70

To Cap Red Eh
343000



Mor A settlement
8 Deb Alc Dr 300000
12 Deb All De 400000
CIB Alc Dr 100000

TO Me A 800000

Me A Alc Dr 800000

To capRedn 200000

TO 15 NewDeb 600000

MorB settlement
8 Deb Alc Dr 100000
12 Deb All De 200000

TO me B 300000

Mr B Alc Dr 300000
To capRedn 50000

To 15 NewDeb 250000

Land All De 914000

TO capReduction 914000

Cap Redn De 130000

TO Machine 130000

Cap RednDe 120000

TO computers 120000



Inventories 30000

TO CapRed 30000

cap Redn 109000

TOProvfor B D 109000

10.9L 10

2 olsexp liab Dr 1060,000
TO CB 10,60000

3 cap Red AIC Dl 2982000
TO PIL 2982000

a Shortfall in Cap Reduction Cr Barof cap 4 De badofcap
CapRese Alc Dr 500000 Red Add Red less

To cap Reduction 500000

BIS Gharpe



3 Subdivision consolidation ofshares

a Subdivision of shares
Eg A co issued 10000egshares of 10 each fullypaidup
Under the scheme ofReconstruction the company subdivided
each share of 10 to 2 shares of 5 each Pass

J.E.IEESC F 10 Alc Dr 100000 10000shares 10

TO ESC Es All 100000 20000shares 5

Consolidation ofshares
A co had issued 10000egshares of E loeach fully paidup
under the scheme of reconstruction the company had consolidated
2 shares of 10each into Ishare of E 20 each Pass

J.E.IEESC 710 ACDS 100000 10000shares 10

TO ESC 20 100000 5000shares 20

Note In case of sub division consolidation ofshares the ESC
Amt remains same only no ofshares face value changes
There is No cap reduction

Conversion ofequity shares to equity stock this is similar to
consolidateofshares

g ACo had issued 10000egsharesof 10 each Under the scheme of
reconstruction the co decided to convert the shares into stock
Pass J E



ESC 10 Alc Dr 1.00.000 10000shares 10

TO Equity stock 1.00.000 share 51.00.000

013 BB
I Journalentries

1 PSC FY reduce

PSC FCO Alc Dr 400000 40000shares 10

TO PSC 25 Alc 200000 40000shares 5

To CapRed Ale 200000

2 ESCFV reduce
ESC Flo Alc Pr 300000 30000shares 10

TO ESC 7 A c 210000 30000shares 7

To capReduction 90000

Re consolidateProfshares
PSC Es Alc Dr 200000 40000shares 5

TOPSC 10 Alc 200000 20000 710

Re consolidateEqShares
ESC 7 Alc Dr 210000 30000shares 7

TO ESC 510 Alc 210000 21000shares EW
30000shares

2,1
21000shares



Invst Sold
CIB ALC Dr 64000

TO Invst 64000

6 Arrears ofPrefDiv
400000 8 4yrs 1,28000 210
PSC 40

32000 Total value ofshares

CapRed Alc Dr 32000
TO ESC 510 32000

Exp ofReconstruction

CapReduct Alc Dr 10000

TO CIB 10000

8 Revalue Freehold
Freehold land Do 90000

To cap Reduction 90000

settle Debholder
9 DebAlc Dr 120000

Ace Jut Alc Dr 5400
CIB AIC DQ 84600

TO Freehold land 210000



0 Cont liabsettled

CapRed Alc Dr 54000

TO CB 54000

Ins claim ree'd
CIB All Dr 12500

To capRed 12500

Intangible Inv TR w off

CapRed Do 168100

To Trademarks 110000

To Goodwill 36100

TO Inventory 10000

TO ProvforTR 12000 120000 10

settle Bank old with Bal ofCIB
Bank Old De 97100

TO CIB 97100
Aut fromledger

4 Fresh issue ofshares to raise moneyfor BankOLD
Bat of BaukOLD 223100 1 197100 126000

a Fresh issue

CIB 126000

TO ESC 126000

Payoff Baut Old
Bank Old Are D8 126000

TO UB 126000



5 wloffplldo.BA Alternate entry
FCapRed Alc De 128400 CapRed 138400

TO PIL AIC 128400 TOPIC 138400

Balin Cap Red
CapReserveAlcDe 10000

To capRed
1000032

Shortfall
Debited to

capReserve



a CapRed Alc

ByPSC 200000

ESC 32000 ByESC 90000

CIB 10000 ByFreehold land 90000

CIB 54000 By Cash Bank 12500

To Trademarks 110000

To Goodwill 36100

TO Inventory 10000

ProvforTR 12000

TO PIC De.BA w oft 128400

CashBankAle
bat told NIL

T Invest 64000 By Cap Redn 10000

ToFreehold land DebHolder 84600 By Cap
Red 54000

To Cap Red 12500 ByBank 010 971000

TO ESC 126000 By Bauk OLD 126002



011 Fin lakhs
Journalentries
8 PSC 100 Dr 400
TO 8 PSC 80 320

To Cap Reduction 80

ESC 10 Dr 1000

TO ESC E2 200

To capRed 800

24ns waived Noentry
PrefSharesArrears 34s ler 400 81 1yr 32
Cap Red Alc Dd 32

TO ESC 2 32

6 Deb All De 300
TOFreeholdPrep 300

Int Ace4Due on 6 Deb AlcDr 24

TO CIB 24
BY 550

FreeholdPrep Alc Dr 150 GiventoDeb 300

To capRed 150 Bat 550

i
CIB All De 250

TOInnist All 200
To capRedale50



Director's loan Alc Dr 300

To capRedn 70 210
TO ESC 30 90

CapReduction Alc Dr 420
To ProvforTR 180 450 40

TO Inventories 240 300 801

Penaltypaidon Coutlieb

Cap ReddAle De 30

TO CIB 30
600 5

w off PIL
cap Red 522

522TOPIC

2 TrfBut to CapRese

CapRedn 286

To capReserve 286



I Cap Reduction

TO ESC 32 ByPSC 80

ProvforTR 180 By ESC 800

Inventories 240 By Freehold Prop 150

TO CIB 30 ByCIB Imistsold 50

TOPIC 522 ByDirector's loan 210

To capReserve 286

III Notes of share cap TangibleAssets ReferG B



95h14mn
entries

PSCPaidupreduce
7 PSC 100 Al Ds 900000 9000shares 100

TO 9 PSC 80 Alc 720000 9000shares 80

To capReductionAlc 180000
Even if Only paidup value reduced we passed full entry as
1 of Prefshares has changed

2 ESC Paidup value reduced
ESC 7100 Alc Dr 10,00000 10000shares 100

TO ESC Fo Alc 100000

To capRedn 900000

CorrectEntry
ESC Alc Dr 900000

To cap Red 900000

3 Director's refund the fees

CIB All Do 50000
To capRed 50.000

4 ForgoJuton Deb
Trade payable Int onDeb AlcDe 26000

To capRedn 26000



5 No entry for waiver of arrears of Prefshare die
r form

ᵈJ B 6 Deb settled
3540000

a

Takeover e cess takeover 90,000

E Chennaiworks 425000 Deb will give eqshavesof Zialta
Sc 1500shars 10 15000 Homareliye Invst

440000

B'Gi Deb All Dr 350000
CIBXInsist Eashof Zia itd90000 9000shares 10

TOPPE Chennaiworks 425000

TO ESC 1500 10 15000

liab Chennai workmen comp fund Dr 4000 B4ofliab5000
To capRed 4000 Actual liab 100

w off 400

Innist sold 10 Profit Retain 1000of Invist against liab of Chennai
workmencomp fund

CIB Alc Dr 15400 Invest 15000

To Invest AC 14000 Retain 1000

to capRed Ale 1400 Investsold 14000 BY

ix Profit
Trade payables 15400
TO CIB 15400

Part payment to TP from money of Invst sold



0 capReduction 210000
TO Inventory 190000

TO Prov for BD 20000

1 Cap Red D8 350000 By 775000
TO PPE Chennaiworks 350000 Givento 1425000

Deb

Bal 350000 w off

2 Cap Red Dr 200000
TOPK 200000

Bm judge humesha

13 Cop Red Dr 401400
TOPPEBombaywork 267600

To CapReserve 133800



ournalentries

1 ESC 10 Alc De 50,00000

TO ESC FS Alc 25,00000
To capRed Alc 25.00.000

9
PSC 100 Alc Do 20,00000
ToÉsc 50 Alc 10.00.000

TOCap Redn 10,00000

3 Settlementof4
10 Deb Y'sshare De 960000

Int onDeb De 96000 50

Trade payables Dr 100000

CIB AK Dr 100000

TO Mar 4 1256000

Mar4 Alc Dr 1256000

To capped 578000

194100000
50

To 12 NewDeb B f 678000

1 settlement of 2
10 Deb 2sshare De 640000

Int onDeb De 64000

Trade payables Dr 60000



1
CIB AK Dr 60000

TO Mar 2 824000

Mar 2 Alc Dr 824000
To capRed 382000 640000 64000 60000 50

To 12 NewDeb Blf 442000

x T P 170000 500000 100000 60000 50

To cap Red 170000

i Directors loan Alc Dr 100000

To capRed Ale 60000

TOESC 40000

i CapRed 15000

TO UB 15000
capCommit Penalty

iii CIB 100000

To cap Redn 100000

Director's fee refund

cap Red 15009,0
Recous

exp
TO CIB

1 Provfor tax Dr 100000
TO UB 75000
To cap Red 25000



i land Bldg Dr 200000

To cap Reduction 200000

ii CapRednAll De 42.10.000

TO Plant Macus 650000

To Inventory 250000

TO T R 100000

TOFurniture 100000

To Trade Invst 50000

TO Glw 1000000

TO Patent 500000

TO PIL 1460000

To Disc on Issue of Deb 100000

Xiii CapRedn 775000

TOCapRese 775000

HiddenAdj Settle Bank OLD
Bank Old De 100000
TO CB 100000



Cash Bailk

o may 100000 ByCapRed 15000

TO MAZ 60000 By Cap Red 15000

To capRed 100000 By Prov fortax 75000

ByBank OID ExtraAdj 10000

By bat eld 55000

CapReduction

0 CB 15000 By ESC 25 00,000

CIB 15000 ByPSC 10,00000

TO Plant Macus 650000 By May 578000
To Inventory 250000 By Mar 2 382000

TO T R 100000 By Trade payable 170000

TOFurniture 100000 By Directors loan 60000

To Trade Invst 50000 By CIB 100000

to Gw 1000000 By Provfortax 25000
To Patent 500000 By land 4Bldg 200000

TO PIL 1460000

To Disc on Issue of Deb 100000

To CapReserve 775000



017 CPR

i Sub divide
ESC 2100 Alc Dr 60,00000 60000shares 100

TO ESC 10 60,00000 600000shares 10

ii ESC 210 Alc De 60.00.000 600000shares 10
TO ESC 6 3600,000 6

TO cap Reduction 2400,000

iii Pay arrears ofPrefdiv 211 8 140

CapRed 168000

TO UB 168000

Cal ofOwnDeb 576000 NV600000 NoofDeb 600000
100

Costperdeb 576000 96perdeb
6000Deb

6000Deb

Vin
can Deb cancelledOwn Deb Sold

240000 NV 2400Deb 3600Deb NV360000

By liab cancel FV MV

IB Alc Dr 235200 2400 98 GownDebInvest cancel cost

To OwnDeb Invest 230400 2400 96 Diff Tof to capRedn

To capRed Blf 4800 10 DebAC Dr 360000

3600 96 TOOwnDeb Invest 345600
TO capRedn Blf 14400



ii 10 DebAlc Dr 600000

Cap Redn Dr 300000

TO MachineryAlc 900000

vii Cap Red 300000
To Plant Machinery sooooo

BY 7200000

Givento 900000
dob

6300000
F1 6000000

by 300000

viii TP Alc Do 180000

TO cap Red 180000

Cap Red 75000

TOTR 75000

x Cap Red 36000

TOInventory 36000

i CapRed 13.16.000
TO GW 81000

TO PIL 1235000

Xii CapRed 60000 xiii capRed 344200

TO UB 60000 To capRese 344200

Assumed that effect is already
Note Int on Deb is paidon31ˢᵗmarch there in Bls as Blsdate is also310



Cap Reduction

0dB 168000 By FSC 24.00.000

to Machinery 300000 By AB 4800
TO PPE 300000 By 10 Deb 14400

OTR 75000 By TP 180000

Inventory 36000

To GW 81000

TOPIC 1235000

TO CIB 60000

ToCap Reserve 344200

CIB

To bat bid 133000 By Cap Red 168000

To own Deb 230400 By Cap Redn
60000

to cap Rean 4800 By bateld 140200



018
i Subdivide

ESC 100paidup80 Alc Dr 80,000
1000shares 80

TO ESC 510paidup8 Alc 80000 10000shares 8

Esc 100 ALC De 100000 fully paidup
ToEqstockAre 100000

iii PSC Alc Dr 150000

CapRed Dr 33000

TO 11 Deb 183000

iv Cap Red De 107800
TO Patent 27800
TO Go 80000

x Cap Rese 140800

TO Cap Red 140800
A
shortfall



4 Surrender of shares
Under this scheme the shareholders are expected to return a part

of their holdings back to the company which the company can
reuse or reissue to the creditors debentureholders tosettle theirdues

Journalentries

0 Entryfor surrender ofshares
ESCAlc Dd
To share surrender Alc

Entryfor reissue ofshares surrendered to creditors or debentures

a For Reissue

Shares surrendered All Dr
To Eq share cap Ale

b Intery for cancellat of liab so settled
Creditors Debentures Alc Dr

To Cap Reduction Alc

Balance in the shares surrendered Alc NOTutilized
Shares Surrendered Ale Do

To CapReduction Alc



Eg AKHd
Bls Draft ESC 71

FSC 10.00.000 to capRed 71

0000 of 100 10 Deb All Dr 71
shares each TOESC All 31

To cap Redn 41

01Deb 700000 TP AlCDd 21
radepayable200000

TOESC 1.21

to capRedn 80k

The shareholder's of Akitd agreed to surrender 70 of their holdings
Out of shares surrendered 3000shares of 100 were issued to

debentureholders against their full final settlement
Out of shares surrendered 1200shares of 100 were issued to
Trade payables against their full 2 final settlement
Balance shares surrendered to becancelled

Pass J E

ESC Alc Dr 700000

To Shares Surrendered 700000
toy of ESC

Shares Sun Alc Dr 300000

300000

Issue ofshares surrendered
TOESC to Debholder's
3000shares 100

Deb Alc Dr 700000 liab cancel settled
TO Cap Redn 700000



Shares Sur Ale De 120000

TO ESC 120000

1200shares 100

TP Dr 200000
To capRedn 200000

Shares Surrendered 280000

To cap Red Ale 280000

7000 a 3000 1200 2800 100
shares Hep Y.p shares

CapReduction

Shares Normal

Surrender
700000 700000

200000 400000

280000

11,80000



Eg2 AK Itd

ESC 1000,000

198ms19am

70 forgo
0 Deb 500000

Bat 30 accepted shares

Eg share holders agree to surrender 40 of their holdings

Debholders agree toforgo 70 of claim forBal 30 they
accepted 1200shares from shares surrendered

Bat in shares surrendered Alc to be cancelled

Pass J.E

ESC Alc Dr 400000

TO shares Surrendered 400000

Deb s give Eg shares then cancel the deb

Shares Surr Alc De 120000 TithesharesDebKodena

TO ESC 120000 nai uska entry

10 Deb All De 350000 500000
350000 500000

sharesdekr jitna
To capRed

deb settle hea
uss Aunt Ko th

to capRed



Shares Surrendered 280000

To cap Red Ale 280000

4000shares 1 12,00 2800shares 2100

Deb

ig3 Same as Eg2
Except in Adj 2 Debentureholders forgo 60 of their claim against
this 60 waiver they accept 1300 shares out of sharessurrendered
Bal 40 deb will stay as liab

501h

ESC Alc Dr 400000

TO shares Surrendered 400000

Debcancel 2 give 1300eg shares

a Shares Sun Alc Dr 130000

TO ESC 130000

b 10 Deb All De 300000
300000

sharesdekr jitna
To capRed deb settle hea

uss Aunt Ko th

to capRed
Shares sum 270000

To capRed 270000



021 WR

Journalentries

Sud division

Esc 100 Dr 1000,000 10000shares 100

TO ESC 10 Alc 10,00000 100000shares 10

Shares Surrendered
ESC Alc FTO Dr 500,000

To Shares Surrendered 5,00000

Shares surrendered issue Prefshares
a Shares Surrendered All Dr 100000

TO PSC Alc 100000
10000shares 210

b 12 Deb Alc Do 150000 21 757 Pref Sh dekr
It onDebAll Dr 18000 244 751 humne sirf 75

To cap Red 168000 deb settleKiya

Prefshares given to Debholders No separate entry
won already entry No 3 mein aagaya

100



TPsettled teshares given from shares surrendered

Shares Surrendered Alc Dr 36000
TO ESC All 36000

Trade payable Alc De 72000

To Cap Reduction Alc 72000

50 reduced 36000

T P 72000
Bal 50 settled he gave shares surrendered

36000

Cap Red 600000

TOPK Good

SharesSurrendered CANCEL 500000 100000 36000 36400
He

Pses IpSharesSurr All Dr 364000
To capRedn 364000

CapRedn 4000

to capReserve 4000

f



Balance sheet of Revise Itd ANDREDUCED

EqU liab
SHF

a share cap 636000

b Ras CapRese 4000

TTB 12 Deb 50000
CL

OtherCC Inton Deb 6000

Short term Prov 24000
720000

Afft
TPE 100000

CA
Inventories 320000

TR 270000
CCE 30000

720000

Sharecap
ESC 1011152 36K 536000

PSC 100000

636000



922 NewAdjOnly

Adji 6 PSC Alc Dr 600000

TO 8 PSC All 450000

To Cap Red 150000

1600000 6 36000 450000
8

vii Cap Redn 300000 30000
TOPle 300000 30000

Do But of PIL 300000

sutureprofits to 270000 90000 3yrs
wloftDr.BA
But to be w ofttoday 30000

fromCap Redn

Batgoes self Practice



023
1 Journalentries

E in lakhs
Subdivision
ESC 2100 Alc De 16

TO ESC 10 16

2 Shares sum 40

ESC Fo Alc Dr 6.4

To Shares Surrendered 6.4

3 PSC settled

PSC All Dr 8

To cap Redn 30 2.4

TO 12 Deb 70 5.6

4 NewDeb Issue

CIB Alc Dr 4
TO 12 New Deb 4

5 Bank old settle
Baille Old All Dr 1.4
TO UB 90 1.26
To cap Redn 0.14

f



6 Deb Holder givenfurniture
10 Deb Alc De 3.2

Int on Deb All Dr 0.32

To Furniture Ale 2.8

TO cap Redn All 0 72

7 TP cancelled shares surrendered given

T.pl 5
reduce 30

But 70 issue shares surrendered 00805

Shares Sun Ale De 0.805

TO ESC 0 805

TP Alc Dr 1.15

TO cap Red 1.15

8 Cancel sharessurrendered
Bal 6 41 10.805 5 595

SharesSurrendered Alc Dr 5.595

to cap Reduction Alc 5.595



SettleTax liab
Provfor tax 0042

Cap Red Dr 0008

TO CIB 0050

Cap Red All Dr 0.70
TO Invest 0 70

1 Cap Red Dr 9.10

TO PLL 9.10

2 Inventories Dr 0.32

To cap Red 0.32

13 Cap Redn 0.216
TO Provfor T.RO 216

4.32 51

4 Cap Red 0.229

to capRese 0.229



CapReductionAlc

TO CIB tax 0.08 ByPSC 2.4

to Invest 0.70 By BankOLD 0.14
TO PIL 9.10 By DebHolder 0 72

TO Prom forT R 0.216 By TP 1.15

By Shares Surrendered 5.595
To CapReserve 0.229 By Inventories 0.32



Balance sheet of Tourma Hd AND REDUCED

T Eq liab

a
State

cap 10.405
b Ras Cap Rese 0.229

NCL
LT B 12 Deb 5.6 4 9.6

a
20.234

Assets

Ife plant 5

Intangible Patent 1.7

Mon Carr Invest 1.8 0 7 1.1

CA
Inv 5.12 034 5.44
TR 4.32 0.216 4 104
CE 0.65 4 1.26 0.50 2.89

20 234

Share cap
ESC 16 6.4 0805 10405

PSC


