Issue and Redemption of Debentures

1. Assertion (A) : Irredeemable debentures are also known as perpetual
debentures.

Reason (R) : The company does not give any undertaking for the repayment of
money borrowed by issuing such debentures. They are repayable on the winding
up of the company or on the expiry of a long period. (2024)

Choose the correct option from the following :

(A) Both Assertion (A) and Reason (R) are correct and Reason (R) is the correct
explanation of Assertion (A).

(B) Both Assertion (A) and Reason (R) are correct, but Reason (R) is not the
correct explanation of Assertion (A).

(C) Assertion (A) is incorrect, but Reason (R) is correct.
(D) Assertion (A) is correct, but Reason (R) is incorrect.

Ans. (A) Both Assertion (A) and Reason (R) are correct and Reason (R) is the
correct explanation of Assertion (A).

2. Analysis of Financial Statements is useful and significant to different users.
Which of the following users is particularly interested in the firm's ability to meet
their claims over a very short period of time? (2024)

(A) Labour Unions

(B) Trade Payables

(C) Top Management
(D) Finance Manager
Ans. (B) Trade Payables

3. ratios are calculated to determine the ability of the business to
service its debt in the long run. (2024)

(A) Liquidity

(B) Turnover

(C) Solvency

(D) Profitability
Ans. (C) Solvency
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4. On 1st April, 2022, Zubian Ltd. issued X 10,00,000, 7% Debentures of X 100
each at a premium of 6%, redeemable at a premium of 4% after five years. The
company had a balance of X 30,000 in Securities Premium Account. (2024)

(a) Pass necessary journal entries for issue of debentures and for writing off
'Loss on Issue of Debentures’ utilising Securities Premium Account at the end of

the first year itself.
Ans. Books of Zubian Ltd.
JOURNAL
Date Particulars L.F | Dr. Amount | Cr. Amount
(€3] )
2022 (i)
Apr 1 Bank A/c Dr. 10,60,000
To Debenture Application & 10.60,000
Allotment A/c
(Application money received on 10,000, 7%
Debentures)
Apr 1 (i)
Debenture Application &
Allotment A/c Dr. 10.60.000
Loss on issue of Issue of
Debentures A/c Dr. 40.000
To 7% Debentures A/c 10.00,000
To Securities Premium A/c 60.000
To Premium on Redemption of 40.000
Debentures A/c
(Debentures issued at 6% premium,
redeemable at 4% premium on redemption)
"
2023 e ,
Securities Premium A/c Dr.
Mar 31 y 40,000
To Loss on Issue of Debentures A/c
: 4 - 40,000
(Loss on issue of debentures written off)

(b) Prepare 'Loss on Issue of Debentures Account' for the year ended 31st March,

2023.
Ans.
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Dr Loss on Issue of Debentures A/c Er
Date Particulars Amount Date Particulars Amount
Z Z
1.4.22 | To Premium on 40,000 31.3.23 By Securities 40,000
Redemption of Premium A/c
Debentures A/c
40,000 40,000
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"\ Previous Years' CBSE Board Questions

2.1 Meaning of Debentures
N (1 mark)

1.

Give the meaning of 'Debenture. (NCERT, Delhi 2014}

: 25 Over Subscription

2.4 |ssue of Debentures
I (1 mark)

2

Ewcess of issue price of a debenture over its face f
(2020
Garvit Ltd. Invited applications for issuing 3.000, 11%
Debentures of T100 each at adiscount of 8%. The full :
amount was payable on application. Applications :
were received for 3,600 debentures. Application for
600 debentures were rejected and the application !
money was refunded. Debentures were allotted to :
the remaining applicants. Pass the necessary journal :
entries for the above transaction in the books of :
(2019) i
X Ltd. irwited applications for ssuing 1000, 9%
debentures of T 100 each at a discount of &%, :
Application for 1,200 debentures were received, Pro-

value is calfed —

GarvitLtd.

rata allotment was made to all the applicants.

Pasz necessary Journal Entries for the issue of
debentures assuming that the whole amount was
(Delhi 2017)(Ev]

: 2.6

payable with application.

(3/4 marks)

5.

=

Get More Learning Materials Here : &

Sinco Ltd purchased assets of the book value of |

i BRI (3/4 marks)

purchase consideration be paid by issuing 10% : g

7198000 from Dixon Ltd. It was agreed that the

debentures of T100 each.

Record the necessary journal entries in the books of
Sinco Ltd. Assuming that the debentures have been :

issued:
(i) At a discount of 10%
(i} Ata premiwm of 10%.

Follewars:

money was duly received.

Pass the necessary journal entries in the books of the
enmpany for the abave transactions.  (Term-Il, 2021-22) ¢

Zied Ltd, issued 2,000,000, B% debentures of 100 each
at a discount of 6% redeemable at a premium of 10% ;

after 5 years. The amount was payable as follows:

{2023)

Amay Ltd. invited applications for issuing 10,000, 8% :
debentures of T100 each. The amount was payable as :
I 10,
T30 on application and T70 on allotment. The public :
applied for 12000 debentures. Applications for :
8,000 debentures were accepted in full: applications
for 3,000 debentures were allotted 2 000 debentures :
and the remaining applications were rejected. All :

COin application - 50 per debenture and
Onallotment - balance

Record the necessary journal entries for the issue of
debentures in the books of Zed Ltd. IE-D:?-DHE

m (5/6 marks)

c=x

(a) BGP Ltd. invited applications for issuing 15,000,
11% debentures of T100 each at a premium of T50
per debenture. The full amount was payable on
application. Applications were received for 25,000
debentures. Applications for 5,000 debentures were
rejected and the application money was refunded.
Debentureswere allotted to the remaining applicants
on pro-rata basis.

Pass the necessary journal entries for the above
transactions in the books of BGP Ltd.

(b} Agam Letd. fssued 40000, 9% debentures of
T100 each on April 1, 2018 at a discount of 10%,
redeemable at a premium of 10%.

Assuming that the interest was paid half vearly on
September 30 and March 31 and the tax deducted
at source was 10%. pgive journal entries relating
to debenture interest for the half year ended
March 31, 2019. (20:20)

Issue of Debentures for
Consideration other than Cash

X Ltd. purchased assets of T1B.00,000 and took
over liabilities of T6.00.000 of ¥ Ltd. For a purchase
consideration of 10,000,000 The payment to Y Ltd.
Was made by issue of 9% debentures of T100 each at
T125.

Calculate the number of 9% debentures issued
in favour of ¥ Lid. and pass the necessary journal
entries for the above transactions in the books of X
Ltd. (Term-Ii, 2021-23)

(i) Anand Litd. purchased machinery worth
73.15.000 from Mahima Ltd. The payment was made
by issue of 10% debentures of T 100 each izsued at a
discount of 10%.

Pass the necessary journal entries for purchase of
machinery and issue of debentures in the books of
Anand Ltd.

{ii} Manas Ltd. issued 10,000, 7% debentures of
T100 each at a premium of 10% redeemable at a
premium of 109 after & years.

Pasz the necessary journal entries in the books of
Manas Ltd. regarding issue of debentures.  (2021C)

@’g www.studentbro.in



Get More Learning Materials Here : &

11 i} WVayeeltd purchased the following assets of EX.
Ltd.:

Land and Building of 60,00,000 at 784,00,000; Plant :
and Machinery of 24000000 at ¥36,00,000. The :
purchase consideration was ¥1,10,00,000. Payvment
wias made by accepting a Bill of Exchange in favour of
E.X. Ltd. of ¥20,00,000 and remaining by issue of 8% !

- Y (56 marks)

debentures of T100 each at a premium of 2089,

Record the necessary journal entries for the abowve

transactions in the books of Vayee Ltd. (20200
12, "5angam  woollen Ltd, Ludhiana are the
manufacturers and exporters of  woollen :

garments. The company decided to :IEstrihutc§
free of cost woollen garments to 100 villages of
Lahaul and Spiti District of Himachal Pradesh-g
The company also decided to employ 50
voung persons from these villages in ite newly
established factory. The company issued 40,000 !
equity shares of ¥ 10 each and 1,000, 9% debentures :
of ¥ 100 each to the vendors for purchase of !

machinery of ¥ 500,000,

Fass necessary journal Entries. Also identify any one
value that the company wants to communicate to the
(Deihi 2015) (Ev)

society.

2.7 l|ssue of Debentures as a
Collateral Security

I (1 mark)

13. For recording the issue of debentures as a collateral
security by a journal entry account is
debited. (2020)(R)

Security’ (NCERT, 2018)

2.8 Terms of Issue of Debentures
MCO

15. Elite Ltd. issued 20.000, 9% Debentures of 100 :
each at a discount of 10% redeemable at a premium. :
On the issue of these debentures, "Loss on issue of :
debentures account” was debited with ¥4,00.000. :

The premium on redemption of debentures is:

(a) %4,00,000 (b) 72.00,000
le) 24,00,000 (d) T10,00,000 (2023) :
X (3/4 marks)

146, KTR Ltd,, issued 345, 7% Debentures of ¥ 1,000 each
on 4-3-20146. Pazs necessary Journal entries for the

issue of debentures in the following situations :
(2} When
redeemable at a premium of 10096

debentures  were  issued

(b) When debentures were issued at 4% discount
(Delhi 2016} (Ar]

redeemable at 5% premium.

at par

c=x

I 17. On232016, L and B Ltd. issued 635, 9% debentures

of 500 each in the following situations:

{a} When Debentures were issued at 5% discount,
redeemable at 10% premium.

{b) When Debentures were issued at 12% premium,

redeemable at 6% premium. (Al 201 nﬁ]'i?i_ﬂ

1E. Pass neceszary journal entries for the issue of
debentures in the following cases:

(i) Issued 5000 debentures, 9% debentures of
T 100 each at a discount of 10% redeemable at a
premium of 5% after 5 yvears.

(i} lssued 30,000 debentures, 12% debentures of
T100 each at a premium of 5% redeemable at
par after 5 years.

(iii} Issued B.750 debentures, 12% debentures
of 100 each at par, redeemable at par after
5 vears. [2023]

19, Pass journal entries relating to issue of debentures
for the following transactions:
{a} lssued 8,000, 10% debentures of T100 each at a
discount of 10%, redeemable at 5% premium.
{b) lssued 4,000, 12% debentures of T100 each at
10% premium, redeemable at 6% premium.
(e} lssued 100,000, 9% debentures of T100 each
at par redeemable at par.
(d) lssued T5,00,000, 9% debentures of T100 each
at 10% premium redeemable at par.
(e} lssued 6,000, 9% debentures of 100 each at a
discount of 10% redeemable at par.
(Term-1l, 2021-22)

14, Give the meaning of ‘Debentures issued as Collateral 2.9 Intereston Debentures

- TN (3/4 marks)

20, On 1-4-2015, PVR Ltd. issued 750, 11% debentures

of T 1000 each at discount of 5%, redeemable
at a premium of 10% after three years. Interest
on debentures is payable on 30 September and
31% March. PVR Ltd. closes its books on 31 March
every year. The rate of tax deducted at source is
10%. Paszs necessary Journal Entries for the isue
of debentures and payment of interest for the year

ended 31% March, 2016. (Deihi 2017) (i)

: 21, BG.Ltd. issued 2,000. 12% debentures of ¥ 100 each

on 1% April 2012. The issue was fully subscribed.
According to the terms of issue, interest on the
debentures is payable half-yearly on 30t September
and 317 March and the tax deducted at source
is= 10%. Pass necessary journal entries related to
the debenture interest for the half-yearly ending
31¥ March, 2013 and transfer of interest on
debentures of the year to the statement of Profit and
Loss. {Delhi 2014}
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22, Tata Ltd. issued 5,000, 10% debentures of T 100 each ; 11“ Writing fo DiECﬂU nt!‘rLﬂ'EE on
on 1st April, 2012 The issue was fully subscribed. :

According to the terms of issue, interest on : Issue of Debentures
debentures is payable half-yearly on 30th September :
and 31st March and the tax deducted at source is | (1 mark)

10%. Pass the necessary journal entries related to the 2 y s
debenture interest for the half-yearly ending on 315t : .. o crey e purpose focwhich Eheamount oo

March, 2013 and transfer of interest on debentures as ‘Securities Premium’ may be utilised.
of Statement of Profit and Loss. (A 2014) () (Delhi 2014}
T s -
CBSE Sample Questions
2.3 T‘f’pES of Debentures each at a discount of 5%. The assets and [abilities of
Vibhu Enterprises consisted of Fixed Assets valued
MCO at¥T 17 30,000 and Trade Payables at ¥ 3,20,000. You

1 While s t of Debentures, company are required to pass necessary journal entries in the

doesn’t give any undertaking for the repayment of : hgns af et I Lot Tl oloce
money borrowed by issuing such debentures. (5/6 marks)
(a) ZeroCoupon Rate Debentures et i i e
bl Non-C tible Dabenty g7 aj Ltd. over business of Ajay enterprises on
L; il . 1-04-2020, The details of the agreement regarding
{d) Non-Redeemable Debentures (2022-23) the assets and liabilities to be taken over are:
TR f Particulars Book Value (¥) | Agreed
2.5 Over Subscription : Value [©)
3/4 marks) Building 2000000 | 3500000
OnApril 1, 2019 Z Ltd. issued, 10,000, 8% Debentures Plant and 1200000 800000
of T100 each at premium of 5%, to be redeemable : Machinery
at a premium of 10%, after 5 years. The entire Stock 400,000 400,000
amount was payable on application. The issue was Frad 5 00000 400,000
oversubscribed to the extent of 10,000 debentures : r;ce;abh; S S
and the allotment was made proportionately to all : :
the applicants. The securities premium amount has : Creditors 2.00,000 3,00.000
not been utilized for any other purpose during the | Outstanding 50,000 100,000
year. Give journal entries for the issue of debentures : Expenses
and writing off loss on issue of debentures. It was decided to pay for purchase consideration as
(2020-21) .’m T 7, 00,000 through Cheque and balance by issue of
: 2,00,000, 9% Debentures of T 20 each at a premium
2.6 Issue of Debentures for of 25%. Journalice. (2020-21) (73]

Consideration Other thanCash |
K i i Stk : 2.7 lIssue of Debentures as a

|3/4 mar i :
m e Collateral Security
Anthony Ltd. issued 20,000, 9% Debentures of T :

100 each at 10% discount to Mithaoo Ltd. from whom m (3/4 marks)

assefs of T 215{},[){}1] and labilities of T &m,ﬂﬂﬂ ; Youth Lid. took 3 loan of T 15mﬂm from State
were Ltaken over. Pass entriesin the books of Anthony Bank of India against the security of tangible assets,
Ltd. if these debentures were to be redeemed at 5% In addition to principal security, it issued 10,000 11%
PREITRET; (2022-23) - debentures of T 100 each as collateral security.

4,  Vedesh Ltd. purchased a running business of Vibhu Pass necessary journal entries for the above
Enterprises for a sum of T 12.00000. Vedesh Ltd. : transactions, if the company decided to record the
paid ¥ &0.000 by drawing a promissory note in favour : issue of 11% debentures as collateral security and
of Vibhu Enterprises., ¥ 1,90,000 through bank draft : show the presentation in the Balance Sheet of Youth
and balance by issue of 8% debentures of ¥ 100 : Ltel {Term-1l. 2021-22)
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2.8 Terms of Issue of Debentures

TN (5/6 marks)

7. Yopgadatra Ltd. (pharmaceutical company) appointed : :

marketing expert. Mr. Kartikay as the CEO of ﬂ'nn

company, with a target to penetrate their roots in the ;
rural regions. Mr. kartikay discussed the ways and
means to achieve target of the company with financial, :
I B, Savitri Ltd. issued 50,000, 8% Debentures of ¥
asked the finance manager to prepare the budget. After :
reviewing the suggestions given by all the departmental :
heads, the finance manager proposed requirement of an
additional fund of T52.50,000. Yogadatra Ltd. is a zero-
debt compary. To avail the benefits of financial leverage, :
the finance manager proposed to include debt in the :
capital structure. After deliberations, on April1.2020, the
board of directors had decided toissue 6% Debentures of
T 100 each to the public at a premium of 5%, redeemable

production and marketing departmental heads and

after Syears at T 110 per share.
You are required to answer the following questions:

(il Calculate the number of debentures to be

issued to raise additional funds.

(i) PassJournal entryforthe allotment of debentures.
{ili} Pass Journal entry to write off loss on issue of

debentures,

Detailed

(iv) Calculate the amount of anmwual fixed obligation
associated with debentures.
(v} Prepare Loss on lssue of Debentures Accoount.

(Term-1I, 2021-22) [£V]
: 2.10 Writing off Discount/Loss on
Issue of Debentures

MCQ

100 each at a certain rate of premium and to be

redeemed at 10% premivm. At the time of writing

off loss on Bsue of debentures, Staterment of Profit

and Loss was debited with ¥ 2,00,000. At what rate

of premium, these debentures were issued?

(a) 10% (b 16% (c) &% (d) 4%
(2022-23)

% Durga Ltd. issued 80,000, 10% Debentures of ¥
100 each at certain rate of discount and were to
be redeemed at 20% premium. Existing balance
of securities premium before issuing of these
debentures was T 25,00,000 and after writing off
loss on issue of debentures, the balance in securities
premium was T 500,000, At what rate of discount,
these debentures were issued?
(a) 10% (b 5% (el

25% (d) 15%

(2022-23)

SOLUTIONS

B previous Years' CBSE Boord Questions 5

1. Debenture is an instrument acknowledging a debt that the company has taken, issued by a company under a

common seal.

2.  Excess of issue price over face value of debentures is called premium on issue of debentures,

Related Theory A

= Sometimes, company purchases the debentures at more than the redeemable value due to the following reasons:

(i} Tomaintain the solvency ratio

(ii} Toutilise the surplus money or funds which are lving idle with the company.

3. Journal of Garvit Ltd.
Diate Particulars LFE Dr. (%) Cr.(¥)
] Bank Afc Dr. 3,38,400
To Debenture Application and Allotrment A 338,400
{Being application money received on 3,600 debentures)
{ii} Drebenture Application and Allotrment A/ Dr. 3.38.400
Discount/Loss on issue of Debentures At Dr. 18,000
To 11% Debentures Afc 3.00,000
To Bank Afc 56400
{Being application money adjusted)

Get More Learning Materials Here : &
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4 Journal Entries
Date Particular LE Dr. (¥ Cr. (%)
(i) Bank Afc (1200 = 24) Dr. 1,12 800
To 9% debenture Application & Allotment Ajc 112800
(Being Application money received on 1,200 debentures)
(i) % debenture Application & allotment Afc Dr. 1,12 800
Discount on issue of debenture Afc Dr. 4,000
To 7% Debenture Ak 1.00,000
To Bank Afc 18,800

(Being application money transferred to debenture Afc)

Commonly Made Mistake { 4k

= The banking companies are exempted from creating DRR as per Rule 18(7) of companies (share capital and
debentures) rules 2014.

- § Journal entries
Date Particulars LE Dr. (%) cr.@
(i) [a) Sundry Assets A/ Dr. 1.78,200
To Dixon's Lid. Ade 178,200
{For assets purchased from Dixon Ltd.)
(i) (b Dixon Ltd. Ade Dr. 178,200
Discount on lssue of Debentures A/7C Dr. 19 800 198,000
To 10% Debentures Ak
[Allotment of debentures to Dixon Ltd. As purchase
consideration)
(i) (a) Sundry Assets Afc Dr. 217,800
To Dixon's Ltd. Adc 217800
{For assets purchased from Dixon Litd.)
{ii) (b} Drixon Ltd. A/ Dr. 217000
To 10% Debentures Afc 1.98,000
To Securities Premium Reserve Afc 19800
{Allotment of 1980 Debentures of T100 each at a premium of
10% as purchase consideration)
&, In the books of Amay Ltd.
Journal Entries
Date Particulars LE Dr. (¥) Cr.(¥)
(i) Banka/c Dr. 3.60.000
To Debenture Application Afc 360,000
(Application money received)
(i} Debenture Application Adc Dr. 3.60,000
To B% Debenture Adc 3,00.000
To Debenture Allotrment Afc 30,000
To Bank Afc 30,000
(B3 Debentures issued and money refunded)
{iii) Debenture Allotment Afc Dr. 7.00,000
To B% Debentures Afc 7,000,000
(10,000 = 70)
(Amount due to allotrient)
{iv) Bank (7.00,000 - 30.000) Afe Dr. 6,70,000
To Debenture Allotment A &, 70,000
{Money received on allotment)
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sh St Share Shares
Category A airui i Allotted Application capital Excess Refund
Money (€30) (¥30)
A 8,000 B.000 24.00,00 240,000 £ =
B 3,000 2000 90,000 &0,000 30,000 (o
C 1,000 Mil 30,000 = = 30,000
12000 10,000 3,60,000 3,00,000 30,000 30,000
7 In the books of Zed Ltd.
Journal
Date Particulars LE Debit Credit
Amount (T) Amount (¥)
(i) Bank AJje Dr. 1.00,00,000
To Debenture Application Afc 1.00.00,000
{Being debenture application money received)
(i} Debenture Application Afc Dr. 1.00,00,000
Loss on lssue of debentures Afc Dr. 20,000,000
To B% Debentures Adc 1.00,00,000
To Premium on Redemption A/c 20,000,000
[Being debentures allotted and premium on
redemption accounted for)
(i) Debenture Allotment Adc Dr. B88.00.000
Dhiscount on lssue of Debenture Adc Dr. 12,000,000
To B% Debentures Adc 1.00,00,000
[Being allotment due on debentures)
(iv) Bank Afc Dr. BE.00.000
To Debenture Allotment Afc B8 00,000
(Being allotment money received)
B (a) Books of BGP Ltd.
Journal
Date Particulars LE Debit Credit
Amount (¥) Amount ()
(i) Bank Afc D 37.50,000
To Debenture Application & Allotment Afc 37.50,000
(Being application money received for 25,000 shares)
(i) Debenture Application & Allotment Afc D 37.50,000
To 11% Debentures A/fc (15,000 = 100) 15.00.000
To Securities Premium Reserve Afc (15,000 = 50) 7.50,000
To Bank Afc 15.00,000
(Being Debenture application money adjusted and balance
refunded)
(b) In the books of Agam Ltd.
Journal
Date Particulars LE Debit Credit
Amount () Amount ()
2018 Bank Afc Dr. 36,000,000
Apr0l To Debenture Application and Allotment Al 36,00,000
{Received application money on 8,000 Debenture)
2018 Debenture Application and Allotrment Afc Dr. 36,000,000
Aprl Driscount on lssue of Debenture A Dr. 400,000
Loss on Issue of Debenture Adc Dr. 4,080,000
To 9% Debentures Afc 40,000,000
To Premium on Redemption of Debentures Afc 4 00,000
[Application money transferred to Debentures Afk)
Apr0l Debentures Interest A Dr. 1.80,000
To Debentureholders” Afc 162,000
To TDS Payable &/c 18,000
B 1 L NTRSSSRUPURIIPISURUOIPIRCRURTP (SO | APIOUITOURNY | SRRSO
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..................................................................

Sep.30 | Debentureholders' A/c Dr. 162,000
TDS Payable Ajc Dr. 18.000
To Bank Alc 1.80.000
(Interest paid)
2019 Debenture Interest A/c Dr. 1,80.000
Mar.31 To Debentureholders’ Alc 162,000
To TDS Payable Afc 18,000
(Interest due)
Mar.31 Debentureholders' A/c Dr. 1.62,000
TDS Payable A/c Dr. 18,000
To Bank A/c 1.80,000
(Interest paid)
Mar.31 | Statement of Profit & Loss Afc Dr. 3,60,000
To Debentures Interest A/c 3,60.000
(Interest transferred to P&L)
9.
No. z 2
—of Fecue pulce
‘ N - goébo
—.‘k’r‘)& . | e
| - %000 _deheutuny
i h
Al e AGTH]  Journal |
freve wet | weei () we ot ()
O . Parcuan e Folo Mo, | ODeblt Aviurst [T) | Coadin Ao [¥] |
Sty Assell Al D, 12, 0o, 000
Te Sunany wFablfees A ‘ b [l
To ¥ ud Ale M o el
To taplal seiewve Afe F19.0,000
(Reuly cueeth potbaaed oud dasfiftfe )
Beh ¢
:z“"i, «c’.m:‘?;»L %Wm '
Y ird Ale D 10,850,000 |
To 1 Depewtumay Afe (Eosoxioe) "°I°'°°"
To PR AJe CRooox3S) P ARG e0®
By oo0, 40 DW%M_&W
4ou & 135 Q2 raw 1o Y 1d)
[Topper’s Answer, 2022)
10. Anand Ltd..
Journal
Date Particulars LF Debit Credit
Amount [?) Amount (T)
Machinery A/c Dr. 3,15,000
To Mahima Ltd. Afc 3,15,000
(Machinery purchased from Mahima Ltd.)
Mahima Ltd. Afc Dr. 3,15,000
Discount on issue of 10% debentures A/c Dr. 35,000
To 10% Debentures A/c 3,50,000
(Issued 35,000, 10% Debentures of 100 each at a discount of
10% as purchase consideration)
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Manas Ltd..

Journal
Date Particulars LE Debit Credit
Amount (T) Amount (T)
Bank Ajc Dr. 11,000,000
To 7% Debenture Application and Allotment A% 11,000,000
{Debenture Application money received on 10,000 Debentures)
7% Debenture Application and Allotment A/ Dr. 11.00,000
Loss on issue of 10% Debentures Afc Dr. 1,000,000
To 7% Debentures Afc 10.00,000
To Premium on Redemption of Debentures Afk 1,000,000
To Securities Premium Reserve Afc 1,000, GO0
{Debentures Application money transferred to debentures Ajc)
11. In the books of Vayee Lid.
Journal
Date Particulars LE Debit Credit
Amount (€) Amount (T)
(i) Land & Butlding Afc Dr. B84,00,000
Plant & Machinery Afc Cir. 36,00,000
ToEX Ltd. Alc 1,10.00,000
To Capital Reserve Afe (Bal. Fig.) 10,000,000
{Being assets of EX Ltd. purchased)
(i} EX Ltd. Aje Dr. 1.10.00.000
To Bills Payable A/t 20,00,000
To 8% Debenmres Afe (75,000 = 100) 75.00,000
To Securities Premium Reserve Afc 15,000,000
(75,000 = 20)
[Being purchase consideration paid by accepting a bill and
issuing 75.000 B% debentures of T100 each at 209 premium)
Working Motes:
Mumber of Debentures issued = (90,00,000/120) = 75,000 debentures
12, (a) Books of Sangam Woollen Led.
Journal
Date Particulars LE Dr. (%) Cr.(M)
(i) Machinery &fc Dr. 5,00,000
ToVendor's Afc 5,000,000
{Being purchase of machinery)
(i} Vendor's Afc Dr. 5,000,000
To Equity Share Capital Adc 400,000
To 9% Debenture A 100,000
(| Being issue of equity shares and debentures ot par to the vendor of
machinery)

(b) WValues which the company wants to communicate to the society : (Any one)
(i} Fulfilling/Discharging of social responsibility.
(ii} Generation of employment opportunities inrural areas.

13. Forrecording the issue of debentures as collateral security by a journal entry Debenture Suspense account is debibed.

14, When a compary takes a loan from bank or from other party, company may have toissue debentures as asecondary
security in addition to the principal security.

15. {b): ¥2.00,000

15 Journal of KTR Ltd.
Date Particulars LE Dr. () (@
432016 |BankAfe Dr. 3,565,000
Case (a) To Debenture Application and Allotment Afc 3.65,000
..-....| \Being Application Money Received) | e A
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4.3.2016

Debenture Application and Allotment Afc Dr.

Loss on lssue of Debentures Afc Dr.
To 9% Debenture Afc
To Premium on Redemption of Debenture Afc

{Being issued at par, redemyption at premium)

Bank AJfc Dr.
To Debenture Application and Allotment Afc

(Being application money received)

Debenture Application and Allotrent Afc Dr.

Loss on lssue of Debenture Afc Dr.

To 9% Debenture Afc
To Premium on Redemption of Debenture A/t
(Being issued at discount and redeermed at premium)

3,65,000
36,500

343,100

3.43.100
40,150

3.65,000
36,500

343,100

3.65,000
18,250

Concept Applied ({({#]

= If in any question it is mentioned that redemption of dentures is out of profit, then the Debenture Redemption
Reserve AJc should be created with the full face value (100%) of debentures,
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17 Journal of L and B Lid.
Date Particulars LE Dr. (¥} Cr.M@
232016 | Bank AJc Dr. 301,625
Casze (3) To Debenture Application and Allotment Afc 301625
|Beirng Application Money Received)
Debenture Application and Allotrent Afc Dr. 301,625
Lozs on lssue of debentures Afc Dr. 47 625
To 9% Debenture AJc 3.17.500
To Premium on Redemption of Debenture AJfc 31,750
{Being debentures issued ot discount redeemable at premium)
Caselb) | BankAdc Dr. 3.55,600
Ta Debenture Application and Allotment Afc 3.55,600
{Being Application Money Received)
Debenture Application and Allotrment Afc Dr. 3.55,600
Loss on lssue of Debenture Afc Dr. 12,050
To 9% Debenture Afc 3.17.500
To Premium on Redemption of Debenture A/fc 19,050
To Securities Premium Reserve Afc 38,100
{Issue at premium Redemption at premium)
18. Journal
Date Particulars LF Dr. (¥} Cr.(?
i) (a) Bank AJjc Dr. 450,000
To 9% Debenture Application & Allotment Afc 450,000
{Receipt of application money)
(i) (b &% Debenture Application & Allotrent At Dr. 450,000
Loss on lssue of Debentures Adc Dr. 75,000
To 9% Debentures Afe 5,000,000
To Premium on Redemption of Debentures Afc 25000
jAllotment of debentures at a discount and redeemable at
premium)
(i) (a) Bank Afc Dr. 31.50,000
To 12% Debenture Application & Allotment At 31.50,000
(Receipt of application money)
{ii) (b) 12% Debenture Application & Allotment Afc Dr. 31.50,000
To 12% Debentures Afc 30,00,000
To Securities Premium A 1.50,000




(i) {a) Bank Afc Dr. 8.75,000
To 12 Belebenture Application & Allotment Adc 8,775,000
(Receipt of application momney)
(i} (b) 12 % Debenture Application & Allotment Afc Dr. 8.75,000
To 12% Debentures Afc 8.75.000
{Allotment of debentures)

19, Journal
Date Particulars LF Dr.(¥) Cr.(¥)

(a) (i) Bank Afc (8,000 = 90} Dr. 7.20,000

To Debenture Application Afc (8,000 = 20) 720,000
{Being the receipt of the application money
o 8,000 debentures@ T 20 per debenture)
(i} Debenture Application Ak Dr. 7,20,000
loss on issue of debenture Ak Dr. 1,280,000

To 10% Debentures Afe (8,000 = 100) 8.,00,000

To Premium Payable on Redemption Afc 40,000
{Being the transfer of application money on debentures allotted to
the debentures acoournt )

(b} (i) Bank Afc (4,000 = 110) Dr. 4.40,000
To Debenture Application Afe 440,000
(Being the receipt of the application money
on 4000 debentures @ T 110 per debenture)
{ii) Debenture Application Adc 4,40,000
lozs on issue of debenture Ak &4,000
To 12% Debentures Afc (4,000 = 100) 400,000
To Premiumn Payable on Redemption Afc 24,000
To Securities Premium Reserve Afc 40,000
{Beirg the transfer of application money on
debentures allotted to the debentures account.)

ic) Bank Adc Dr. 1,000,000
To Debenture Application Afc 1.00.000
{Being the receipt of the application money
on 1000 debentures @ ¥ 100 per debenture)
Debenture Application Aje Dr. 1.00.000
To 9% Debentures Afc 1.00,000
{Being the transfer of application money on
debent ures allotted to the debentures account.)

() BankfJc Dr. 5,50,000
To Debenture Application Afc 5.50,000
{Being the receipt of the application money
on 5000 debentures @ T 110 per debenture)
Debenture Application AJfc Dr. 5,.50,000
To 9% Debentures Ajc 5,00,000
To Securities Premium Reserve Afc 50,000
{Being the transfer of application money on
debentures allotted to the debentures account.)

(e) Bank Ajc (6,000 = 90) Dr. 540,000
To Debenture Application Afc 540,000
{Being the receipt of the application money
on G000 debentures @ T 20 per debenture)
Debenture Application Asc Dr. 540,000
Discount on issue of debenture Afc Dr. &0,000
To 9% Debentures Afc &, 00,000
[Being the transfer of application money on
debentures allotted to the debentures account.)

¥
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Journal Entries in the Books of PWE Ltd.

Date Particulars LE Dr. (¥} Cri®
2015 Bank AJe Dr. 7.12.500
1% April To Debenture Application Afc 712500
{Being application received on 750 debenture at 5% discount)
2015 Debenture Application AJdc Dr. 712 500
1 April | Discount on issue of debenture Afc Dr. 37,500
Loss on issue of debenture Afc Dr. 75,000
To 11% debenture Afc 7,500,000
To Premium on Redemption of Debenture Ade 75,000
{Being issue of debentures at a discount and repayable at premidim).
2015 Debenture interest AT Dr. 41,250
Eﬂﬁ‘ﬁept_ To Debentureholders” Afc 37125
To TOS payvable Afc 4125
{Irnterest due on 750,000 -11% debenture for & months and TDS
deducted thereon @ 10%)
.'H]-""Eep\‘_ Debentureholders’ Afc Dr. 37125
2015 To Bank Afc 37,125
{Payment of interest to debenture holders)
2015 TDS Payable Afc Dr. 4,125
30 Sept. To Bank Afc 4,125
(TDS paid to Government)
2014 Debenture interest A/fc Dr. 41,250
31 March To Debentureholders” Afc 37,125
To TDS Payable Adc 4125
{Interest on 11% debentures for & months and TDS deducted thereon
103%)
2014 Debentureholders’ Afc Dr. 37,125
31 March To Bank Afc 37,125
{Payment of interest of debenture holders)
31% March | TDS Payable Ajc Dr. 4125
2016 To Bank Afc 4,125
{Payment of tax to the Government)
21 Books of BG Ltd.
Journal
Date Particulars LE Dr. (%) Cr.(%)
2013 Interest on Debentures Ak Dr. 12,000
March 31 To Debentureholders’ Afc 10,800
To Income Tax Payable Afc TDS Afc 1200
(Being Haif Yearly Interest due on Debentures and Tax deducted af source)
March 31 | Debentureholder's Afc Dr. 10,800
To Bank Afc 10,800
{Being Payment of Interest on Debentures)
March 31 | Income Tax Payahble Afe / TDS Ade Dr. 1200
To Bank Afc 1.200
(Being TDS deposited with Income Tax authorities)
2012 Interest on Debentures Ak Dr. 12,000
Sept. 30 To Debentureholders” Afc 10,800
To Income Tax Payable Afc TDS Adc 1,200
(Being Half Yearly Interest due on Debentures and Tax deducted at source)
2012 Debentureholder's Afc Dr. 10,800
Sept. 30 To Bank Afc 10,800
{Being Payment of Interest on Debenturnes)
2012 Income Tax Payable Afe / TDS Afc Dr. 1,200
Sept. 30 To Bank Afc 1200
{Being TDS deposited with Income Tax authorities)
March 31 | Staternent of Profit and Loss Dr. 24 000
To Interest on Debentures Ajc 24 000
{Being Interest transferred to statement of Profit and Loss)
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Commonly Made Mistabke | 4k

= Income tax is deducted from interest before payment to debentures holders, not after payment of interest to

debenture holders.
22, Books of Tata Ltd.
Journal
Date Particulars LE Dr. (¥) Ccr.M@
2013 Interest on Debentures Ak Dr. 25,000
March 31 To Debentureholders’ Afc 22,500
To Income Tax Pavable A5/ TDS Afc 2500
{Being Half Yearly Interest due on Debentures and Tax deducted at
Source)
March 31 | Debentureholders’ Afc Dr. 22 500
To Bank Afc 22,500
{Being interest paid)
March31  |)ncome Tax Payable Afc / TDS Afc Dr. 2,500
To Bank AJfc 2500
{Being TDS deposited with Income Tax authorities)
2012 Interest on Debentures Afc Dr. 25,000
Sept. 30 To Debentureholders’ Afc 22500
To Income Tax Payvable A% S TDS Adc 2,500
lﬂﬂﬂiﬂmwlnt:fﬁrduenn Debentures and Tax deducted at Source)
2012 Debentureholders’ Adc Dr. 22 500
Sept. 30 To Bank Afc 22500
{Being interest paid)
2012 Income Tax Payable &dc / TDS Ade Dr. 2500
Sept. 30 To Bank Ajc 2500
{Beirng TDS deposited with Income Tax authorities)
March 31 Statement of Profit and Loss Dr. 50,000
To Interest on Debentures Afc 50,000
{Eeing interest transferred)
23. Writing off the preliminary expenses of the company.
il il
\, CBSE Sample Questions
1 [di: Non-Redeemable Debentures (1)
2 Journal of Z Ltd.
Date Particulars LE Debit () Credit (%)
2019 Bank A/c Dr. 21,00,000
Apr-01 To Debenture Application and Allotment Afc 21,00,000
(Being application money received on 20,000 8% debentures)
Apr-01 Debenture Application and Allotment Afc D, 21,00 000
Loss on Issue of Debentures Adkc Dr. 1,000,000
To B% Debentures Afc 10,000,000
To Securities Premium Reserve Ak 50,000
To Premium on Redemption of Debentures Afc 1.00,000
To Bank &/ 10.50,000
(Being debentures allotted and the balance refunded)
2020 Securities Premium Reserve Afc Dr. 50,000
Mar-31 Statement of Profit and Loss Afc Dr. 50,000
To Loss on ssue of Debentures Adc 1,00,000
|Being loss on Issue of Debentures written off)
{1x=3)
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3 Books of Anthomy Ltd.
Journal Entries
Date Particulars LF Debit (¥) Credit (¥)
(i) Assets Afe Dr. 23.50,000
Goodwill Afc Dr. 50,000
To Liabilities Afc &,00,000
To Mithoo Lid. At 18.00,000
{Business purchased of Mithoo
Ltd. comprising of Assets and Liabilities)
(i} Mithoo Ltd. Afc Dr. 18,000,000
Loss on lssue of Debentures Ak Dr. 3,00,000
To 9% Debentures Afc 20,000,000
To Premium on Redemption of Debentures Afc 1.00,000
{Debentures issued to Mithoo Ltd. at Discount, redeemable at
Premium)
(3)
4, In the Books of Vedesh Ltd.
Journal
Date Particulars LF. | Dr.Amount | Cr. Amount
(%) (T
Fixed Assets Afc Dr. 17 30,000
To Trade Payables Afc 3,200,000
To Vibhu Enterprises Afc 12.00,000
To Capital Reserve Afc 210,000
{Being assets purchased and liabilities taken over of WVibhu
Enterprises)
Vibhu Enterprises Afc Dr. 12,000,000
Discount on Issue of Debentures Afc Dr. 50,000
To Bills Payable &/ &0,000
To Bank AJc 1,990,000
To 8% Debentures A/c 10,00,000
[Being issue of bank draft, acceptance of bill and issue of 8%
debentures in settlement of purchase consideration}
Working Mote ;
Mumber of Debentures issued = 9,50,000 f 95 = 10,000 {(1+2=3)
e Journal of Neeraj Ltd.
Date Particulars LE Debit (¥) Credit (¥)
(i) Building Afc Dr. 35.,00,000
Plant & Machinery Afc Dr. 8.00,000
Stock Afc Dr. 400,000
Trade Receivables Afc Dr. 400,000
Goodwill A Dr. 10,00,000
To Creditors Afc 3,000,000
To Dutstanding Expenses Afc 100,000
To Ajay Enterprises Afc 57.00,000
[Being assets and liabilities of business taken over. recorded at
apgreed value)
(i} Ajay Enterprises Ajc 57.00,000
To Bank Afc 700,000
To 9% Debentures A/c 40000,000
To Securities Premium Reserve Afc 10,00,000
{Being purchase consideration paid to Ajay enterprises)
(1.5x2)

Get More Learning Materials Here : &

c=x

@,g www.studentbro.in



Date Particulars LE Dr. () Cr.(¥)
Bank Afc Dr. 15.00,000
To Bank Loan Afc 15,00,000
{Being Loan taken from State Bank of India)
Debenture Suspense Afc Dr. 10.00.000
To 11% Debentures Afc 10,000,000
(Being 11% debentures deposited as collateral security)
(1=2)
Balance sheet of Youth Ltd. (An extract)
Particulars Mote Na. Amount {¥)
5 Equity and Liabilities
1  HNon-current Liabilities
Long term borrowings 1 15.00.000
(1/2)
Motes to Accounts:1
Date Particulars Mote Mo, Amount ()
1, Long term borrowings
Secured Loan from State Bank of India 15.00,000
10,000, 11% debentures of T 100 each 10,00,000
Less: - Debenture Suspense 10,000,000 MIL
{deposited a= collateral security) 15,00.000
(1/2)
7. i} MWumber of Debentures to be issued = 52.50,000/105 = 50,000
(i) In the Books of Yogadatra Lid.
Journal
Date Particulars LE Dr.(®) Cr.(¥)
2020 Debenture Application & Allotrment Ak Dr. 52,50.000
April1 | Loss on Issue of Debentures Afc Dr. 5,00,000
To 6% Debentures Afc 50.00.000
To Securities Premium Reserve Afc 250,000
To Premium on Redemption of Debentures Afc 5,00,000
{Being allotrment of debentures made)
{iii) Journal
Date Particulars L.E Dr. () Cr.[T)
2021 Securities Premium Reserve Adkc Dr. 2.50,000
March 31 | Statement of Profit & Loss Afc Dr. 250,000
To Loss on 1ssue of Debentures Afc 5,000,000
[Being Loss on Issue of Debentures Adc written off)
{iv] Interest on 6% debentures = 50,00,000 = & /100 = (T) 3.00,000
(v} Dr. Loss on Issue of Debentures Afc Cr.
Date Particulars Amount (T) Date Particulars Amount ()
1420 | ToPremium on Bedemption 500000 | 31.3.21 | By Securities Premium Reserve Afc 250,000
of Debentures Adc By Staternent of Profit & Loss Afc 2.,50,000
5,000,000 5,000,000
{1x=5)
8 (c): 6% (1)
¥ [d): 5% (1)
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