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Problem II



Solution
Note: As the Trial Balance or the Previous Balance Sheet is not given, there is 
some missing information which is to be ascertained first and then only we may 
proceed further with the solution. So, we will start with the preparation of trial 
balance:                Trial Balance as at 31st March, 2017

Dr. Balance Amount Cr. Balance Amount
Goodwill
Freehold Property
Plant & Machinery
Stock
Debtors
Bank
Preliminary Expenses
Surplus( B.F)
( Negative)

50,000
1,60,000
4,90,000
1,30,000
80,000
20,000
30,000
1,77,000
________
11,37,000
________

Equity Sh. Cap.
8% Pref. Sh. Cap.
7% Deb.
O/S Deb. Interest
Creditors
Prov. For Dep.

4,00,000
2,50,000
2,00,000
7,000
1,60,000
1,20,000

___________
11,37,000
___________



SolutionDate Particulars Dr.( Amount) Cr.( Amount)
31.3.17 Equity Share Capital A/C          Dr.

To Reconstruction A/C
2,00,000

2,00,000

31.3.17 Reconstruction A/C                   Dr.
To Equity Share Capital A/C

Arrears of Div.= (2,50,000*8%) * 4
= Rs. 80,000

No. of Equity Shares to be Issued
= 80,000/ 40
= 2,000 shares

Paid up Value of shares
= 2,000*5
= Rs. 10,000

10,000
10,000

31.3.17 8% Pref. Share Cap. A/C                Dr.
To 10% Pref. Share Cap. A/C 
To Reconstruction A/C

2,50,000
2,00,000
50,000

31.3.17 7% Debentures A/C                      Dr.
O/S Deb. Int. A/C                           Dr.

To Debenture holders A/C
To Reconstruction A/C  

2,00,000
7,000

1,80,000
27,000

31.3.17 Freehold Property A/C                   Dr.
To Reconstruction A/C

40,000
40,000

Presenter
Presentation Notes
35,000+ 5,00,000+



Date Particulars Dr.( Amount) Cr.( Amount)

31.3.17 Bank A/C Dr.
To Debenture holders A/C

20,000
20,000

31.3.17 Debenture holders A/C                   Dr.
To Freehold Property A/C

2,00,000
2,00,000

31.3.17 Reconstruction A/C                           Dr.
To Prov. For Dep. A/C
To Prov. For Doubtful Debts A/C

Note: Plant & Mach.= Rs. 4,90,000
Prov. For Dep. =  Rs. 1,20,000
Revalued Amount = Rs. 3,50,000
Excess Prov .           = Rs. 20,000

28,000
20,000
8,000

31.3.17 Reconstruction A/C                              Dr.
To Bank A/C

( On Account of Contingent Liability i.e. 
Payment of Unrecorded  Liability) 

12,000
12,000

31.3.17 Creditors A/C                                        Dr.
To Bank A/C
To Reconstruction A/C

30,000
15,000
15,000

Presenter
Presentation Notes
35,000+ 5,00,000+



Date Particulars Dr.( Amount) Cr.( Amount)

31.3.17 Reconstruction A/C                       Dr.
To Preliminary Expenses A/C
To Surplus A/C ( Negative )
To Goodwill A/C

2,57,000
30,000
1,77,000
50,000

31.3.17 Reconstruction A/C                       Dr.
To Capital Reserve A/C

(2,00,000 - 10,000 + 50,000 + 27,000  + 40,000 –
28,000 – 12,000 + 15,000 – 2,57,000 ) 

25,000
25,000

Presenter
Presentation Notes
35,000+ 5,00,000+



Problem III



Contd.



Solution
Date Particulars Dr.( Amount) Cr.( Amount)

31.3.10 Equity Share Capital (Rs.10) A/C                 Dr.
To Equity Share Capital (Rs. 5) A/C

7,50,000
7,50,000

31.3.10 Equity Share Capital (Rs. 5) A/C                   Dr.
To Shares Surrendered A/C

6,00,000
6,00,000

31.3.10 Preference Share Capital (Rs.100) A/C       Dr.
To Preference Share Capital (Rs.80) A/C 
To Reconstruction A/C

5,00,000
4,00,000
1,00,000

31.3.10 Shares Surrendered A/C                                Dr.
To Equity Share Capital A/C

90,000
90,000

31.3.10 Creditors A/C                                                   Dr.
To Reconstruction A/C

3,00,000
3,00,000

31.3.10 Shares surrendered A/C Dr.
To Equity Share Capital

75,000
75,000

Presenter
Presentation Notes
35,000+ 5,00,000+



Date Particulars Dr.( Amount) Cr.( Amount)

31.3.10 Unsecured Loan A/C                                Dr.
To Reconstruction A/C

1,25,000
1,25,000

31.3.10 Shares Surrendered A/C                          Dr.
To Reconstruction A/C

Balance in Shares Surrendered A/C
= (6,00,000 - 90,000 - 75,000)

4,35,000
4,35,000

31.3.10 Reconstruction A/C                                   Dr.
To Bank A/C

25,000
25,000

31.3.10 Reconstruction A/C                                   Dr.
To Goodwill A/C
To Plant A/C
To Equipment A/C
To Book Debts A/C
To Inventories A/C
To Preliminary Expenses A/C
To Surplus A/C
To Patents A/C
To P & M A/C (B.F.)

9,35,000
75,000
1,00,000
20,000
40,000
50,000
12,500
5,00,000
1,25,000
12,500

31.3.10 Bank A/C                                                      Dr.
To Equity Share Capital A/C

1,00,000
1,00,000

Presenter
Presentation Notes
35,000+ 5,00,000+



Balance Sheet
Particulars Note 

No.
Amt. Amt.

I. EQUITY AND LIABILITIES
Shareholder’s Fund

Share Capital
Reserves & Surplus(SPR)

Non Current Liabilities
Long Term Provision
Current Liability
a) Trade Payables
b) Other

Total

II. Assets
Fixed Assets
Current Assets
Inventories
Trade Receivables
Cash and Cash Equivalents

Total

1
2

3

4 
5

6

7

12,15,000
2,25,000
__________

4,50,000
62,500
__________

3,25,000
5,85,000
5,12,500

14,40,000

1,12,500

5,12,500
__________
20,65,000
__________

6,42,500

14,22,500
__________
20,65,000
__________



Notes to Accounts
Particulars Amount Amount
1. Share Capital

5,000, 10% Pref. Shares of Rs.80 each
1,63,000* Equity Shares of Rs. 5 Each
*(1,50,000 – 1,20,000 + 18,000 + 15,000 + 1,00,000) 

2. Reserves & Surpluses
SPR

3. Long Term Provisions
Employees PF

4. Trade Payables
Creditors

5. Other Current Liabilities
O/S Expenses

6. Fixed Assets
P & M
Equipments

7. Cash and Cash Equivalents
Balance B/D

Less: Cost of Reconstruction
Add: Issue of Equity Share Capital

4,00,000
8,15,000
__________

6,37,500
5,000

_________

37,500
(25,000)
5,00,000
_________

12,15,000

2,25,000

1,12,500

4,50,000

62,500

6,42,500

5,12,500
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