Redemption of Debentures
2 Marks Questions
1. Pass necessary journal entries for the redemption of debentures in the

following case in the books of Jain Ltd. Purchased for immediate cancellation
930, 12% debentures of Rs 1,000 each at Rs 975 each.  (All India 2009)

Ans.
JOURNAL
Date - R Particulars 1 LF | Amt (Dr) Amt (Cr)
Own Debentures Alc Dr 9,086,750
To Bank Afc 9,08,750
{Being own debentures purchased)
12% Debentures A/c Or 9,30,000
Ta Own Debentures Ale 9,06,750
To Profit on Cancellation of Own Debentures’ A/c 23,250
| (Being cancellation of own debentures) L
| Profit on Cancellation of own Debentures A/c Dr| | 23250
| To Capital Reserve Afc | 23,250
(Being profit on cancellation transferred to capital reserve account) ‘

2. Pass necessary journal entries for the following transactions Purchased 3000,
9% own debentures of Rs 100 each at Rs 97 each for immediate
cancellation.(Delhi 2008)

Ans.
JOURNAL
Date | Paiculas L L Am©f)  AmtCo
" Own Debentures A/ Or | 291,000
To Bank Afc L 2,91,000
| Being own debentures purchased) | |
' 9% Debentures Alc Drl | 300,000
' To Own Debentures A/ . ' 7,91,000
| ToProfit on Cancellation of Debantures Afc . . 9,000
 [Being cancellation of own debentures) ] |
' Profit on Cancellation of Debentures Afc Ori | 9,000
- To Capital Reserve A/c 9,000
B .-_.[ﬁ-_E_i_[l_g__Fl_lCifjt__f_:l_'l:l | cancellation transferred to capital reserve account] J _ I N

3.Pass necessary journal entries in the books of Rachana Ltd for the following
transactions Purchased 800, 9% own debentures of Rs 100 each for Rs 95 per
debenture for redemption. (All India 2008)
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Ans.

a

JOURNAL
Date | paicelrs TLF AmOn | Am(Cn

. Own Debentures A/c Dri | 76000

To Bank A/c | 76,000
 (Being own debentures purchased) ]
| 9% Debentures Ac Dr| | 80,000

To Own Debentures Afc L | 76,000

To Profit on Cancellation of Own Debentures A/t 5 : 4,000
| (Being cancellation of debentures)
1 Profit on Cancellation of Own Debenturas A/t Or I 4,000

i ToCapital Reserve A/c
| IBeing profit on cancellation transferred to capital reserve account)

4,000

3 Marks Questions

4.Maharana Ltd main business is manufacturing of tyres. The company is very
particular about the observation of the provisions of the Companies Act and SEBI
guidelines. On 1st April, 2010 the company issued Rs 18,00,000, 8% debentures
of Rs 100 each. The debentures were redeemable at a premium of 5%. On 31st
March, 2013, all the debentures were redeemed. Since, the manufacturing of tyres
results in air pollution, the company had installed a plant for its effective control.
Pass necessary journal entries for the redemption of debentures. Also, identify
the value observed by Maharana Ltd. It is assumed that the company has
adequate balance in Debenture Redemption Reserve Account. (Compartment
2014)
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Ans.
JOURNAL .

Date Particulars CLF | AmtiDr | AmtCH

mz |
Mar 31 Surplus i.e. Balance in Statement of Profit and Loss Or | [ 450,000 |

To Debenture Redemption Aeserve Afc | 450,000

Apr30 | Debenture Aedemption Investment A/t Dr ! E.J'l],liltlﬂi
| ToBank Afe - , ¢ 2,730,000

' (Being the amount equal to 15% of value of debentures to be |
| redeemed invested) R

mi | :
Mar31  Bank At Dr 2,70,000
To Debenture Redemption Investment A/c

| [Being the investment encashed)

e ¢ o e ¢ . e ¢ - e ——

w13 | ! |
Mar 31 | 8% Debentures Afc Or | i 18.00,000 |

| Pramium on Redemption of Debentures A/t orl 90,000 |
To Debentursholders’ A/c | | 18,90,000
1

270,000

[Being debentures made due for redemption at a premium of _!_i_‘:‘ul o
i Debentureholders” /¢ Dr | 1890,000 |
| ToBank Afc Lo | 18,90,000
| Beingfnal poyment made to debonturs holders)
| Debenture Redemption Reserve (DRR) A/c D
' ToGeneral Reserve At

 (Being the transfer of balance of DRR to general reservel

| 9.00,000 |
i | 900,000

S

Value observed by Maharana Ltd
Respect for statutory provisions by following the guidelines laid down by Companies Det and SEBI.

5.Manish Ltd issued Rs 38,00,000, 8% debentures of 1100 each on 1st April, 2007.
The terms of issue stated that the debentures were to be redeemed at a premium
of 5% on 30th June, 2009. The company decided to transfer out of profits t
5,00,000 to debenture redemption reserve on 31st March, 2008 and Rs 4,50,000 on
31st March, 2009.Pass necessary journal entries regarding the issue and
redemption of debentures, without providing for either the interest or loss on
issue of debentures. (AH India 2011)
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Ans.

JOURNAL

Drade

Particulars

| LF | AmtiDn

At (Cri

B 1

Mar 31

bar 31

2009

Apr 30

Jun 30

Jun 30

Bank A'C
To Debentwe Application &/
(Being epplication money neceived)

Dr

Dbarure Application &'c
Lozs on [s3ue of Debesines At
To &% Debantynas &%
To Premium on Redemgtion of Dabanturas At

| [Baing dabentures Eaed &1 par and radeemable 8t 5% premium)

Surplus ie. Balance in Statemant of Profit and Loss
To Debentures Redemptian fasera Al

|Being raserve crasied out of prafit)

IJr.

Surplus i.e. Balance in Stasamant of Profit and Loss
Ta Debanturs Recemption Reserm &/c
(Baing resarse created out of prodit)

Debentune Aedemption krvestment A

To Bank &%

[Being the amount placed in fixed depesit egual 10.15% of the
namingl vakue of debentures|

or

Barik At
To Debenturs Aedamption invastmant A

{Baing the debanbure receengtion investment encashed on
nafemption of cebeniures)

Or

8% Debentures Al

Prémium on Redemption of Debentures At
To Deberursholdars’ Afe

[Being debenturas due for redemption] -

Or

Dubenturshoiders” &
To Bk &/c
|Egirg amount paid fo debeniurahaldars|

fr

Dabenture Redemgition Resarm A7
To Ganaral Aeserve A

{8eing debenture redempticn reserve fransferrad to genaral
FRSENS BCCOuW)

1]

38,00,000

38,00,000
180,000

E,00, 000

4,50,000

5.70.000 |

&,70.000

130,000 |

39,50,000

8,50,000

300,00 |

38,00,000

38,00,000
190,000

5.00,000

450,000

&.70.000

5.70,330

36,80.000

39,90,000

6.0n 1st April, 2005 Rohim Ltd had made an issue of 3,000, 6% debentures of Rs
100 each. The company during the year 2006-07 purchased for cancellation 600 of
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these debentures. The company paid Rs 95 per debenture for 500 Debentures and
Rs 98 per debenture for the rest.The expenses on purchase amounted to Rs
400.Pass journal entries in the books of the company for the period 2006-07. (All

India 2008)
Ans.
JOURNAL
CDate  Paielas [ LF| AmtDn | AmtOr
| Own Debentures A/c o, | 57700
| ToBank Afc | 57,700
' (Being own debentures purchased) - _ _5 ' i
' 6% Debentures A/c Dr | 60,000 |
. To Own Debentures Ajc | 57,700
Te Profit an Canceliation of Own Debentures A/c o 2,300
(Being cancellation of Own debentures) | |
Profit on Canceltation of Own Debentures A/c Dri | 2,300
To Capital Reserve Ajc I | 2,300
_ (Being profit on cancellation transferred to capital reserve account) | |

4 Marks Questions

7. Sarvottam Ltd decided to redeem its 1,250, 12% debentures of Rs 100 each. It
purchased 850 debentures from the open market at Rs 96 per debenture. The
remaining debentures were redeemed out of profit. The company has already
made a provision for debenture redemption reserve in its books.Pass necessary
journal entries in the books of the company for the above transactions.(All India

2012)
Ans.
JOURNAL
oate parficlars |WF| AmtOn | Amt(Co_
Own Debentures Afc Dri | B1S00
To Bank Afc P 3 81,600
(Being 850, own debentures purchased) _ o : i
12% Debentures Afc Dro | 85,000
To Own Debentures Ajc | 81,600
. ToProfit on Cancellation of Own Debentures Afe i 3,400
{Being cancellation of own debenwres) |
12% Deventures Afc Ori | 40000
To Debentureholders’ A/t | 40,000
| (Being debentures due for redemption) | |
' Debentureholders’ Afc Dr | ' 40,000 |
To Bank A/c L | 40000

(Being amount paid to debentureholders’)
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Date Particulars LF | Amt(Dr) | Amt (Cr
Profit on Canceliation of Own Debentures Afc Dr 3,400

To Capital Reserve Afc 3,400
(Being profit on cancellation transferred to capital reserve account)

8.Pass the necessary journal entries for the issue and redemption of debentures
in the following cases:
(1)15,000,9% debentures of Rs 250 each issued at 5% premium, repayable at 15%
premium.
(i1)2,00,000,12% debentures of Rs 10 each issued at 8% premium, repayable at
par.(All India 2011)
Ans.

JOURMNAL

Date Particulars N LF | Amt (Dr) Amt (Cr)
lil | Atthe Time of lssue
Bank A/t (15,000 262.5] Or 39,37,500
To Dabenture Application and Allotment A/c 39,37,500
(Being application money receivad)
Debenture Application and Allotment &/t Dr 38,37.500
Loss on Issus of Debentures A'c Dr 5,62,500
To 9% Debentures A/c (15,000 = 250) 37,50,000
To Sacurities Premium Resarve Afc (15,000 x 12.50) 1,87 500
To Premium on Redemption of Debentures &/c (15,000 = 37.50) 5.62,500
(Being debantures issuad at 5% pramium and redeemable at 15% pramium|

Before Redemption of Debentures Begins
Surplus i.8. Balance in Statement of Profit and Loss Dr 8,37 500
To Dabanture Redemption Reserve A/t 9,37 500
(Being the amount transferred to DRR before redemption of dabanturas)
Debenturs Redemption Invastment A/c Dr 5,62,500
To Bank Afc 5,62,500

(Baing the invastmant made in government securities as required
under 3ection 71(4) of the Companies Act, 2013}

Bank A/t DOr 5,62,500
T Debenture Redemption nvestment Afc 5,62,500

(Being the investment in government securities encashed upon
redemption of debenturas)

At the Time of Redemption
8% Dabanturas Afc Dr 37,50,000
Premium on Redemption of Dabentures A/c (15,000 375) Dr 5,652,500

To Debentureholders’ A/t 43,12,500
{Being debentures due for redemption)
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Dt Particulars LF | Amt (Dr Mot (Crh
| Debertursholders’ At Dr 43,12)500
Ta Bank At £3,12,500
(Being amount paid o debenturehokders)
Debanture Redempotion Resara At e | 837500
Tio Gerernl Reserim AT | 3,37 500
|Baing the amount in DRR account trangterred 10 ganeral rasarve -
atter redemption|
liil | Atthe Time of msus
Bank A0 |2,00,000 = 108} Or 21,60,000
Ta Debanture Application and Allatmant A/ 21)50,000
(Being agplicaton money recaivec)
Debanture Application and Allotment At Or | 20.E0.000
To 12% Debenturea At |Z2,00,000 = 10) 20.00.000
To Securities Premium A/ {200,000 = DLED] 1,650,000
(Buing debenbures isswed at B% premium|
Before Redamption of Debentures Baging
Surplus, i.e. Batance in Stetemant of Profit and Loss Or £,00,000
Tio Debersure Aedemption Aasane A 5,00,000
|Bsing tha amount transftermed to DAR befone redemption of debentures|
Debanturs Redemption Invastmant At Dr 30000
To Bank Afc 300,000

| [Baing the amourt (nvested in govemment securities &s requined
under Saction 71(4] of the Companies Act, 2013]

Bank Afc Dr 300,000
T Dubenture Aedemption irvestmant At i 3,00,000
{Baing the securitins encashed)
At the Time of Redemption
12% Dubentures Afc Dr 2000000 |
To Debenturehoiders A/c 20,00,0m
| Being debanturws due for redemetion] -
Dabaruranakders Afc O 20,00,000
To Bank Afc - 20,00,000
\Baing amount paid to debanturehalders| |
Dabanture Redamption Rasarve A/ Or 5,00,000 |
Ta Genaral Raserve A% 500,000

[Baing the amount in OFA account transferned 1o general reserve afier
| redamption)

—
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9.X Ltd has Rs 8,00,000, 9% debentures due to be redeemed out of profits on 1st October,
2009 at a premium of 5%. The company had a debenture redemption reserve of Rs
4,14,000. Pass necessary journal entries at the time of redemption. (Delhi 2010; Modified)

Ans.
JOURNAL
Dwe | bt
i Surplus i.e. Balance in Statement of Profit and Loss Or

|
| To Debenture Redemption Reserve A/t
iﬁ!eing the required amount transferred to DRR} _ B
i Debenture Redemption Investment A/t Or
| ToBank Al

'_ {Being the investment equal to 15% of the value of debentures to be
| redeemed invested) _

| Bank A/c Or

| To Debenture Redemption Investment Afc
| {Being the debenture redemption investment encashed)

| 9% Debentures Alc Dr |
| Premium on Redemption of Debentures A/c Dr

| ToDebentureholders’ Afc
' {Being debentures due for red_afl]p_t_i_{_nn}

' Debentureholders’ Ade Or

To Bank Afc
:' {Being amount paid to debentureholders)

+ Debenture Redemption Reserve A Or

! Ta General Reserve AJt

| (Being debenture redemption reserve transferred togeneral reserve account) |

CLF ! Amt D Amt (Cr)

386,000 |
| 3,86,000

120,000
~1,20,000

120,000
| 1,20,000

!

8.00,000 |

40,000

8,40,000

840,000
8,40,000

8,00,000
- 8,00,000

10.F Ltd issued Rs 1,00,000, 15% debentures of Rs 100 each at a premium of 5%,
redeemable at a premium of 10% at the end of 4 years. The board of directors
decided to transfer the minimum required amount to debenture redemption
reserve account at the time of redemption. Pass journal entries at the time of

redemption of debentures. (All India 2010; Modified)
Ans.

JOURNAL

Date | Particulars

i Surplus i.e. Balance in Statement of Profit and Loss
To Debenture Redemption Reserve AJt
__; (Being debentures redemption reserve created)
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Date Particulars LF| Amt(Drn) | Amt(Cr
Debenture Redemption Investment A/c Or 15,000

To Bank Afc 15,000

(Being the investment equal to 15% of the value of debenture to be
redesmed invested)

Bank A/c Or 15,000
To Debenture Redemption Investment A/c 15,000
{Being the debenture redemption investment encashed)
15% Debentures Afc Or 1,00,000
Premium on Redemption of Debenturas A/c Dr 10,000
- To Debentureholders’ A/c 1,10,000
(Being debentures due for redemption)
Dsbentureholders’ A/c Dr 1,10,000
To Bank A/c 1,10,000
{Being amount paid to debenturehalders)
Debenture Redemption Reserve A/c Or 25,000

To General Reserve Afc 25,000
{Being debenture redemption reserve transferred to general reserve account)

11.0n 1st January, 2009, Tanisha Ltd purchased 5,000, 15% own debentures of Rs
100 each for immediate cancellation Rs 98, the brokerage being 1%.Pass the
necessary journal entries. (Delhi 2010 c)

Ans.
JOURNAL
Date Particulars LF | Amt (Dr) Amt (Cr)
Own Debentures A/c (98.38 x5,000) Dr 4,94 800
To Bank A/c 494,900
| (Being 5000 own debentures purchased ¥ 98 and 1% brokerage paid) _ ;
15% Debentures A/c or| | 500000
To Own Debentures A/c 4,94,900
To Profit on Canceliation of Own Debentures A/c 5,100
(Being cancellation of own debentures)
Profit on Cancellation of Debentures A/t Dr 5,100
To Capital Reserve A/c 5,100
j (Being profit on cancellation transferred to capital reserve account) i

12.0n 1st January, 2009, NK Ltd purchased for immediate cancellation Rs 50,000
of its 15% debentures @ 97, the expenses being Rs 1,000.Pass the necessary
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journal entries. (Delhi 2010 c)

Ans.
JOURNAL
Date . Particulrs LF | AmiD) | Amt(Co
| Own Debentuies Afc Dr | | 49,500 |
| ToBankAfc b | 49,500
| (Baing own debentures purchased 97 and expenses paid) R B |
| 15% Debentures A/c Dr | 50,000
To Own Debenturas Ajc | | 48,500
To Profit on Cancellation of Own Debentures Afc ; : 500
i Being canceliation of own debentures) . I
E“ it S S —— - - ‘e - s _1 !
| Profit on Cancellation of Own Debentures A/t or | i 500 |
To Capital Resarve A/t , ' 500

| (Being profit on cancellationi® nsferred to capital reserve account)

13.Mona Ltd has issued 20,000, 9% debentures of Rs 100 each of which half the
amount is due for redemption on 31st March, 2008. The company has in its
debenture redemption reserve account a balance of Rs 5,00,000. Record the
necessary journal entries at the time of redemption of debentures.

(Delhi 2009; Modified)
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S s JOURNAL
_Date | Particulars o
oo U
Mar 31 | Debenture Redemption Investment A/c Dr |
! To Bank Afc I
' (Being amount invested in specified securities equal to 15% of amount
. of debentures to be redeemed)
o8 e
Mar31 | 99, Debentures Afc Dr

. To Debentureholders’ Afc
' (Being debentures due for redemption)

BankA or |
| To Debenture Redemption Investment A/c !
| (Being investment realised)

Debentureholders’ Afc Dr !
| ToBank Al i
| (Being amount paid to debentureholders)

NOTE Company has balance in DRR equivalent to 25% of value of debentures.

LF.

L AmMtOn | Amt(Cr)

)

1,50,000 |
| 150,000
|
H]J.".I[}.[]ﬂl]i
| 10,00,000
|
1,50.[100%
| 150000
|
10,00,000 !
10,00,000

14. Anupama Ltd had issued 10,000, 9% debentures of Rs 100 each which were
due for redemption on 31st March, 2008. The company has in its debenture

redemption reserve account a balance of Rs 2,50,000. Record the necessary
(All India 2009)

journal entries at the time of redemption of debentures.
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JOURMNAL )
D@hz.‘.ﬂ o _ _Particulars W AmO) | Amt(Cr
2007 | f f
Mar 31 | Debenture Redemption Investment Afc Dr | ! 150,000
| ToBank Afc Lo | 1,50,000
: |Being amount invested in specified securities equal to 15% of j : 5
 amount of debentures to be redeemed) I ;
2008 P '
| | | 1
Mar31 | 99 Debentures A/c or| W-UU-UUU!
To Debentureholders’ A/t 10,00,000
| (Being debentures due for redemption] i |
| Bank Alc ory | 1500001
. To Debenture Redemption Investment Afc ’ ; ; 1,50,000
| (Being investment realised) . |
| Debentureholders A/c Dr | 10,00,000 |
i To Bank A/fc 10,00,000
| |Being amount paid to debentureholders) 1 L

6 Marks Questions

15.Pass necessary journal entries for the issue and redemption of debentures in
the following cases 20,000, 12% debentures of Rs 50 each were issued and to be

redeemed as follows

()Issued at par and redeemed at a premium of 10%.

(ii)lssued at a premium of 10% and redeemable at a premium of 20%.
(iii)Issued at par and 50% of the redemption to be made in cash, and the balance
to be redeemed at a premium of 20% through the issue of fresh debentures. (All

India 2011)
Ans.

JOURNAL

_ Particulars

|
 Date |

{i) Tlt the Time of Issue
| Bank A/c (20,000 x50)

To Debentura Application A/t
{Being Application money received)

| Debenture Application A/t

Loss on Issue of Debentures Afc i
Ta 12% Debentures A/c (20,000 x 50) |
Ta Premium on Redemption of Debentures A/c (20,000 x5} i
| (Being application money transferred to 12% debenturesaccount) |

ucnrene €9

R
1 Amt(On) | AmtiCn

10,00,000 }
10,00,000
10,00,000 |
1,00,000 |
" 10,00,000
i 1,00,000
I
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Date Particulars |
At the Tima of Redsmption |
12% Debentures Afc 20,000 = 50) Or | 10.00,000 |
Premium cn Aedemption of Debantures A/ | 30,000 =&j Or | 1.00,000 |
Ta Debnturahalders' & I 11.00,000
iBaing debenturea due for rechengtion) |
Dabanturahaldars’ &0 Or | 11,00,000
Ta Bank Ade ' 11,00,000
i8aing amount paid to debentureholders)
lil | At then Time of lssus
Bank &/ (20,000 =55) Dr | 11,00,000
To Debenture Application At . 11,00,000
[Being application manay recsived|
| Debensure Appiication A O 11,00,000 |
Lonss o lsss of Dabantures A Dr 200000 |
T 12% Debentures Ajfc |20, 000 = 50) 10,00, 000
To Sacurities Pramium A/ (20,000 % 5| i 1,00, 000
To Premium on Aedemption of Dabentures A |20,000 = 10) | | 200,000
| {Baing dbentures issued at 10% premium and redemabile at 20% pramium| | |
At the Time of Redamption
12% Dabantyres A/ {20,000 = 50) Or | 10,00,000
Premium on Redempation of Dabamtures A/ (20,000 < 10| Or | 200,000
Ta Deberiuraholdars’ Az 12,00,000
(Being debentures due for redemption] - ]
| Debentunehaldes’ A or | 12,00.000
| ToBank At [ 12)00,000
_[Being amount paict to debentersholders) |
il | At the Time of lssus : ;
Banie fc (20,000 50| Dr [ 10,00,000
To Diebanture Application &/ | 10,001,000
{Being spoication monsy receivec) | |
Dabantwe Application &% Or 10,00,000 |
Loss on |55un of Debantures &' Or 100,000
To 12% Dabanbures &' 10,000,000
Ta Premium cn Redempticn of Debenturas Afc f 1,00,000
(Being debantures issued at par and 50% redeemabis 1o 20% presmim)

At tive Tima of Rademption
| 13% Debenturas A'c Or 10,00,000
Framium on Recersgrion of Deberuras &/¢ br 1,00,000
T Debentunsholders” At 11.00.000

| |Baing dabanteres dus for redampticn]

Amt |C] T

Get More Learning Materials Here : & m @& www.studentbro.in



_ Date Particulars . o ~LF, Amt(Dr) | Aml (Cr)

Debentureholders’ A/c Dr | 11,00,000 |
To Cash Afc 5,00,000
To New Debentures Afc oo i 6.00,000

J_iBeing payment paid in cash and issue of new debentires) !

16.0n 1st January, 2007 a public limited company issued 15,000, 10% debentures
of Rs 100 each at par which were repayable at a premium of 15% on 31st
December, 2011. On the date of maturity, the company decided to redeem the
above mentioned 10% debentures as per the term of issue, out of profits. Surplus
i.e. Balance in Statement of Profit and Loss shows a credit balance of Rs
20,00,000 on this date. The offer was accepted by all the debenture holders and
all the debentures were redeemed. Pass the necessary journal entries in the
books of the company only for the redemption of debentures. (All India 2011;

Modified)
Ans.
JOURNAL
_Date | Particular: U AmMO0 | Ao
2011 | L ’
Apr30 | Surplus i.e. Balance in Statement of Profit and Luss Or ! | 1500000 |
| To Debenture Redemption Reserve Afc L | 15,00,000
! (Being sufficient reserve created out of o E ;
Apr 30 Debenture 'F'i&de-rnbﬁc-n Investment A/t . o 2,25,000

I {Being amount equal to 15% of the value of debentures to be i | |
| redeamed invested | i

Dec31 | Bank Afc Or | 225000
| To Debenture Redempticn invistment Aty [ 225,000
ip_t_E_!g_in_g__i_Ij_e_inves__tment encashedi i
' 10% Debentures A/c (15,000 = 100! Dr | 15,00,000
| Premium on Redemption of Debentures Ajc (15,000 x 15) Dr | 225000 |
| To Debenturehalders’ A/c L | 17.25,000
il_tEe'gqg__r_lgl{a_r\_turgs_dugrgr_rg_denm'rior'._a_t‘IE-% premium) ] :
' Debentureholders’ Afc Dr 17,25000 |
i ToBankA/c ! :
| (Being amount paid o debentureholders) |

i ToBank Afc ' | I 2,25,000

17,25,000

' Debenture Redemption Reserve A/t Dr ; ; 15,00,000 '
{ ToGeneral Reserve A/t L . 15,00,000
| (Being debenture redemption reserve transferred to general reserve account) . _A_ |

NOTE Debentures are redeemed out of profits, therefore, DRR is created for the full face value of debentures.

17 . Suresh Ltd on 1st April, 2006 acquired assets of the value of Rs 6,00,000 and
liabilities worth Rs 70,000 from P & Co at an agreed value of Rs 5,50,000. Suresh
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Ltd issued 12% debentures of Rs 100 each at a premium of 10% in full
satisfaction of purchase consideration. The debentures were redeemable 3 years
later at a premium of 5%. Pass entries to record the above including redemption
of debentures.(Delhi; All India 2010; Modified)

Ans.

JOURNAL
|
Diate Particulars [ LF| _A_rl'_rt_-:l:!.r“i_l_ Amt (e

Aor 1 Sundry Assets Ao Dr 6,00,000
Goocwill Afc (Balancing Figure) Or 20,000
To Sundry Liakifities &/t _ | { o000
TaP & Ca 550,000
(Being businass purchased) o - |
PRCo or| | 550000 |
Loss on Issue of Dabentunes A Cr 250
Ta 12% Debantures Ay (5,000 = 100) 500,000
To Securitias Pramium Resarve A [5.000 = 10) 20,000
To Premitm on Redemption of Dabentures A 5000 = 5| FetiL]
| Bty ceberiungs Issued to P & Co in congideration)

Mar 31 | Swplus s Balancs in Statement of Profit and Loss Or 1,25,000
To Dabanture Redempticn Reserve A 1.25.000
|Being debartturg redemetion nesene created out of profit)
Debenture Redemption Investment A/fc Or B2.500
T Bank &/ 82,500

| [Being the invastmant madie of amount eguat 10 15% of walue of
| Hebentures to be radeamad)

| Bank A Or B2, 5LC
| To Deberturs Aedemption investment A B2,500
Ifl]-aingﬂ‘ni‘m_uhnanta:n_a_d‘_rldﬂ_ e | |
12% Debarturas Ay Or | &.00,000
Pramium on Redamption of Debentures Ac Or Fa=TLii]
To Dabanturahalders’ (P & Co| Adc 5 25 000
_{Being debentures dus for recemetion|
Aprl | Debanturehalders’ Afc Or 34500
To Bank Afc 525,000
(Being amount paid to debenturehalders|
Debantere Recemotion Resara At D 125,000
To Ganaral Rassrve A 1.25,000
{Being debertuna rademption resarve transfamed b general retara acsaunt]

Working Note
Mumber of Debentures lseed =

Amount Due o F & Co
Issue Price Per Debenture
550,000

110

= 5,000 debentores,
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