Issues of Redemption of Debentures

W\ Previous Years’ CBSE Board Questions =

2.1 Meaning of Debentures
M (1 mark)

1.

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

2.4 |ssue of Debentures

B (1 mark)

2

Excess 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 a discount 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) §
XK Ltd. invited applications for Bssuing 1000, 9% :
debentures of ¥ 100 each at a discount of &%, :
Application for 1.200 debentures were received, Pro- ¢

value is called

Garvit Ltd.

rata allotment was made to all the applicants.

Pass necessary Journal Entries for the issue of
debentures assuming that the whole amount was :

(Deihi 2017)(Ev) :
2.6 |ssue of Debentures for

payable with application.

m (3/4 marks)

b |
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Sinco Ltd. purchased assets of the book value of |

- I (374 marks)

purchase consideration be paid by issuing 10% : 9

21.98.000 from Dixon Ltd. It was agreed that the

debentures of 100 each.

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

issued:
[i} At adiscount of 10%
{ii} At a premium of 10%.

follows:

money was duly received.

Pass the necessary journal entries in the books of the
company for the above transactions.  (Term-Il, 2021-22] :

Zegd Ltd, iszued 200,000, B% debentures of T100 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 7100 each. The amount was payable as
i 10.
T30 on application and T70 on allotment. The public :
applied for 12,000 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 :

On application - T30 per debenture and

On allotment - balance

Record the necessary journal entries for the issue of
debentures in the books of Zed Ltd. (2020) IE

: 2.5 Over Subscription

I!EII (5/6 marks)

cucnrene €

{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.
Debentures were 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 Ltd. issued 40,000, 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 yvearly on
September 30 and March 31 and the tax deducted
at source was 10%. give journal entries relating
to debenture interest for the half year ended
March 31, 2019, [2020)

Consideration other than Cash

X Ltd. purchased assets of T18,00000 and took
over liabilities of T4,00.000 of ¥ Ltd. For a purchase
consideration of ¥10,00,000. The payment to Y Ltd.
Was made by issue of 9% debentures of T100 each at
T135,

Calculate the number of 9% debentures ssued
in favour of ¥ Ltd. and pass the necessary journal
entries for the above transactions in the books of X
Ltd. (Term-Ii, 2021-232)

(i) Anand Ltd. purchased machinery worth
73,15,000 from Mahima Ltd. The payment was made
by issue of 10% debentures of T 100 each issued at a
discount of 10%.

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

(i} Manas Ltd. issued 10000, 7% debentures of
2100 each at a premium of 10% redeemable at a
premium of 10% after & years.

Pass the necessary journal entries in the books of
Manas Ltd. regarding issue of debentures. (2021 C)
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11. i} WVayeeLtd purchased the following assets of ELX.
Lid.:

Land and Building of 2460,00,000 at 784.00,000; Plant :
and Machinery of 240,00,000 at 73600,000. The :
purchase consideration was ¥1,10,00,000. Payment
was made by accepting a Bill of Exchange in favour of
EX. Ltd. of T20,00,000 and remaining by issue of 8% :

- XN (576 marks)

debentures of T100 each at a premium of 20%.

Record the necessary journal entries for the above

transactions in the books of Vayee Ltd. (2020}
12. "5angam woollen Ltd, Ludhiana are the
manufacturers and exporters of woollen :

garments. The company decided to dEstrihuttg
free of cost woollen garments to 100 villapes of
Lahaul and Spiti District of Himachal Pradesh.
The company also decided to employ 50 ©
yvoung persons from these villages in its newly
established factory. The company issued 40,000 i
equity shares of ¥ 10 each and 1.000,. 9% debentures :
of T 100 each to the vendors for purchase of :

machinery of T 5,00,000.

FPass necessary journal Entries. Also identify any one
value that the company wants to communicate to the :
(Deihi 2015) (Ex)

society.

Issue of Debentures as a
Collateral Security

(1 mark)

2.7

13. For recording the issue of debentures as a collateral
account is :
(2020)(R)

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

- TN (/4 marks)

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

security by a journal entry
debited.

Security’ (NCERT, 2018)

2.8 Terms of |ssue of Debentures
MCO

15, Elite Ltd. fssued 20,000, 9% Debentures of T100
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 T4.00000. :

The premium on redemption of debentures is:

(a) ¥4,00,000 (b) %2,00000
(e) 600,000 (d) %T1000000 (2023)
X (3/4 marks)

16. KTR Ltd., issued 365, 9% Debentures of ¥ 1,000 each
on 4-3-2016. Pass necessary Journal entries for the ;

issue of debentures in the following situations :
(a) When debentures were
redeemable at a premium of 10%.

(b) When debentures were issued at 6% discount
(Delhi 2016) (An] :

redeemable at 5% premium.

issued at par

cucnrene €

17 On23.20146, Land B Ltd. issued &35, 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 129 premium,

redeemable at 6% premium. (Al 2016) i_n!i_ﬂ‘]

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

(i) Issued 5000 debentures, 9% debentures of
7100 each at a discount of 10% redeemable at 3
premium of 5% after S years.

(i) lssued 30,000 debentures, 12% debentures of
T100 each at a premiurm of 5% redeemable at
par after 5 vears.

{iii) lssued 8750 debentures, 12% debentures
of T100 each at par, redeemable at par after
5 years. (202 3]

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.
(¢} Ilssued 100,000, 9% debentures of T100 each
at par redeernable at par.
(d) Issued T5.00,000, 9% debentures of T100 each
at 10% premium redeemable at par.
(e} Issued 5,000, 9% debentures of T100 each at a
discount of 10% redeemable at par.
(Term-1l, 2021-22)

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%. Pass necessary Journal Entries for the issue
of debentures and payment of interest for the year

ended 317 March, 2016. (Deihi 2017) (Ap)

I 21, BG. Ltd. issued 2,000, 12% debentures of T 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 31¥ March and the tax deducted at source
i 10%. Pass necessary journal entries related to
the debenture interest for the half-yearly endirg
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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on 1st April, 2012, The issue was fully subscribed, :

According to the terms. of issue, interest on
debentures is payvable half-yearly on 30th September
and 31st March and the tax deducted at source is | (1 mark)
10%. Pass the necessary journal entries related tothe

Issue of Debentures

debenture interest for the half-yearly ending on 31st 23, Give anry one purpose for which the amount received
March, 2013 and transfer of interest on debentures |
(A1 2014) ()

as 'Securities Premium’ may be utilised.

of Statement of Profit and Loss. (Delhi 2014}

T\ CBSE Sample Questions / =

each at a discount of 5%. The assets and liabilities of
Vibhu Enterprises consisted of Fixed Assets valued
at¥ 17,30,000 and Trade Payables at ¥ 3,20,000. You

1. While issuing____type of Debentures, company Eﬁ?{rﬁ:ﬁpﬁ; nﬂfemijﬁm;"f::r;?;?_;?
doesn’t give any undertaking for the repayment of : % :
money borrowed by issuing such debentures. (5/6 marks)

(a) ZeroCoupon Rate Debentures i : : : ;
(b) Men-C rtibla Dabantires 2 3. Neeraj Ltd. took over business of Ajay enterprises on

{e) Secured Debentures 1-04-2020. The details of the agreement regarding
the assets and liabilities to be taken over are:

2.3 Types of Debentures

(d) Mon-Redeemable Debentures {2022-23)
ey i Particulars Book Value (¥) |  Agreed

2.5 Ower Subscription Value (€
(3/4 marks) : Building 2000000 3500000

OnApril 1, 2019 Z Ltd. issued, 10,000, 8% Debentures | Plant and 12.00.000 8.00,000

of T100 each at premium of 5%, to be redeemable : Machinery

at a premium of 10%, after 5 years. The entire Shock 4.00.000 400,000

amount was payable on application. The issue was Trad 5 00,000 400,000

oversubscribed to the extent of 10,000 debentures : r.;:e;labie; e i

and the allotment was made proportionately to all i :

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 ta pay for purchaze consideration as
(2020-21) (U]

T 7, 00,000 through Cheque and balance by issue of
26 | f Deb f 200,000, 9% Debentures of T 20 each at a premium
ssue of Debentures for of 25%. Journalise. (2020-21) (i)

Consideration Other thanCash |
: 2.7 Issue of Debentures as a
m (3/4 marks) =

; Collateral Security
Anthony Ltd. issued 20,000, 9% Debentures of T :
100 each at 10% discount to Mithoo Ltd. from whom m (3/4 marks)
aseets of ¥ 23 50000 and labilities of T a.mmn : Youth Ltd. took a loan of T 15.00,000 from State

Get More Learning Materials Here : &

were taken over. Passentries inthe books of Anthony |
Ltd. if these debentures were to be redeemed at 5% ©
(2022-23) :
Vedesh Ltd. purchased a running business of Vibhu
Enterprises for a sum of ¥ 1200000, Viedesh Ltd. :
paid T 60,000 by drawing a promissory note in favour
of Vibhu Enterprises. T 1.90,000 through bank draft |
and balance by issue of 8% debentures of ¥ 100 :

premium,

cucnrene €

Bank of India against the security of tangible assets,
In addition to principal security, it issued 10,000 11%
debentures of T 100 each as collateral security.

Pass necessary journal entries for the above
transactions, if the company decided to record the
issue of 11% debentures as collateral security and
show the presentation in the Balanoe Sheet of Youth
L. {Term-l, 2021-23)
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2.8 Terms of |ssue of Debentures

YN (5/6 marks)

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

marketing expert, Mr. Kartikay as the CEO of the :

company, with a target to penetrate their rootsinthe ;
rural regions. Mr. kartikay discussed the ways and
means to achieve target of the company with financial, :
production and marketing departmental heads and
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 ¥52,50,000. Yogadatra Ltd. is a rero-
debt compary. To avail the benefits of finandial leverage, ©
the finance manager proposed to include debt in the :
capital structure. After deliberations, on April 1.2020, the :
board of directors had decided toissue 6% Debentures of ©
T 100 each to the public at a premium of 5%, redeemable

after 5years at¥ 110 per share.
You are required to answer the following guestions:

(il Calculate the number of debentures to be

issued to raise additional funds.

(ii) Passlournal entry for the allotment of debentures.
(iii} Pass Journal entry to write off loss on issue of

debentiures.

Detailed

(iv} Calculate the amount of annual fixed obligation
associated with debentures.
(v] Prepare Loss on lssue of Debentures Account.

(Term-Il, 2021-22) [EV]
: 2.10 Writing off Discount/Loss on
Issue of Debentures

MCQ

8. Savitri Ltd. issued 50,000, 8% Debentures of I
100 each at a certain rate of premium and to be
redeemed at 10% premivm. At the time of writing
off loss on Esue of debentures, Statement 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 ¥ 25,000,000 and after writing off
loss on issue of debentures, the balance in securities
premium was ¥ 500,000, At what rate of discount,
these debentures were issued?

() 10% (b 5% fc) 25% (d)

15%
(2022-23)

SOLUTIONS
S\ Preious Years oS Board Quesions g%

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

common seal.

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

Retated 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 lying idle with the company.

3. Journal of Garvit Ltd.
Date Particulars LE Dr. (¥) Cr.(®)
(i} Bank Afc Dir. 3.38.400
To Debenture Application and Allotment Ajc 3,338,400
{Being application money received on 3,500 debentures)
(i) Debenture Application and Allotment Afc Dr. 3,338,400
Discount/Loss on issue of Debentures Ajec Dr. 18,000
To 11% Debentures Ajc 3.00.000
To Bank A/fc 56,400
(Being application money adjusted)

Get More Learning Materials Here : &
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Journal Entries

(Being application money transferred to debenture Afc)

Date Partlcular LE Dr. () Cr. (%)
(i) Bank Ajc (1200 = 24) Dr. 112,800
To 9% debenture Application & Allotment Afc 112800
(Being Application money received on iiﬂﬂdcben“nyﬂ]
(id) 2% debenture Application & allotment A/ Dr. 112,800
Discount on issue of debenture Ade Dr. 4,000
To 7% Debenture Adc 1.00,000
To Bank Adc 18,800

Commaonly Made Mistake { 4k

= The banking companies are exempted from creating DRR as per Rule 1B(7) of companies (share capital and
debentures) rules 2014.

5. Journal entries
Date Particulars LE Dr. (%) Cr.(¥)
(i) (a) Sundry Assets A/ Dr. 1.78,200
To Dixon's Ltd. Afe 178200
{For assets purchased from Dixon Ltd.)
(i) (b} Dixon Ltd. Adc Dr. 178,200
Dhiscount on lssue of Debentures ASC Dr. 19,800 198,000
To 10% Debentures Afe
{Allotment of debentures to Dixon Ltd. As purchase
consideration)
(i) (a) Sundry Azsets Afc Dr. 217,800
To Dixon's Ltd. Afc 217800
{For assets purchased from Dixon Ltd.)
{ii) (b} Drizecrs L. A Dr. 217,000
To 10% Debentures Afe 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) BankAsc Dr. 3.60.000
To Debenture Application Afc 3,460,000
{Application money received)
(it} Debenture Application Aje Dr. 3.60,000
To B Debenture At 3,000,000
To Debenture Allotment A 30,000
To Bank Adc 30,000
(B3 Debentures issued and money refunded)
{iii) Debenture Allotment Afc Dr. 7.00,000
To B Debenturaes Afc 7,000,000
(10,000 = 70}
{Armount due to allotrrent)
{iv) Bank (7,00,000 - 30,000) Afc Dr. &, 70,000
To Debenture Allotment Afc &, 70,000
{Money received on allotrment)
Get More Learning Materials Here : m @ www.studentbro.in




<h 5 Share Shares
Category g Allotted Application capital Excess Refund
o Money (€30) (€30)
A 8,000 8,000 24.00,00 240,000 £ =
B 3,000 2,000 90,000 &0.000 30,000 =
C 1,000 Mil 30,000 = = 30,000
12,000 10,000 3,60,000 3,00,000 30,000 30,000
Fi In the books of Zed Ltd.
Journal
Date Particulars L.E Debit Credit
Amount (¥) Amount {¥)
(i) Bank AJc Dr. 1.00,00,000
To Debenture Application Ajc 1.00,00,000
[Being debenture application money received)
(i) Debenture Application Afc Dr. 1.00,00,000
Loss on lssue of debentures Afc Dir. 20,000,000
To B% Debentures Afc 1.,00.00,000
To Premium on Redemption Afc 20,00,000
[Being debentures allotted and premium on
redemption accounted for)
{iii) Debenture Allotment Ade Dr. 88,000,000
Discount on Issue of Debenture AJde Dr. 12,00,000
To B% Debentures Afc 1.00.00,000
[Being allotment due on debentures)
{iv) Bank Afc Dr. B8,00,000
To Debenture Allotment Afc BB,00,000
(Being allotment money received)
B (a) Books of BGP Ltd.
Journal
Date Particulars L.E Debit Credit
Amount (€) Amount ()
(i) Bank Afc D 37.50,000
To Debenture Application & Allotrment Afc 37.50,000
(Being application money received for 25,000 shares)
i) Debenture Application & Allotment Adc Dir. 37.50,000
To 11% Debentures Afe (15,000 = 100) 15,00.000
To Securities Premium Reserve Afc (15,000 = 50) 7.50,000
To Bank At 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 Adc 36,00,000
(Received application money on 8,000 Debenture)
2018 Debenture Application and Allotment Afc Dir. 36,00,000
Apr0l Driscount on Issue of Debenture Ak Dr. 4 00,000
Loss on lssue of Debenture Afc Dir. 400,000
To 9% Debentures Afc 40,000,000
To Premium on Redemption of Debentures Afc 4 00,000
(Application money transferred to Debentures Afc)
Apr0l Debentures Interest Alc Dr. 1.80,000
To Debentureholders” Afc 162,000
To TDS Payable Adc 1B.000
B i L RSP IIE RCTNRE  [WRRDY NS pmm— S———
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...................................................................................................................

Sep.30 | Debentureholders' A/c Dr. 162,000
TDS Payable Ajc Dr. 18,000
To Bank A/c 1.80,000
(Interest paid)
2019 Debenture Interest A/c Dr. 1,80,000
Mar.31 To Debentureholders’ Afc 162,000
To TDS Payable A/c 18,000
(Interest due)
Mar.31 | Debentureholders' A/c Dr. 162000
TDS Payable A/c Dr. 18,000
To Bank A/c 1.80,000
(Interest paid)
Mar.31 | Statement of Profit & Loss A/c Dr. 3,60,000
To Debentures Interest Afc 3,60,000
(Interest transferred to P&L)

9.
No. = ol
—of Feue pulce
= O _~ o 2 K> 7 9 3] 6 ()
‘ = r 7 -
—‘*’l-‘a'& . | o
! - 000 dtbeuturst
¥ N
At AT journal |
Tewve west | weei(y) we ot (L)
O . Paricutan e A Follo B | Oubl Aveguve (T | Crodn Ao {¥] |
Stmediayg Asseds Ale D, 1, oo, 00n
Te Swnasy hiablifees Aj N W5
To ¥ Hd Ale i o L
To taplal meaeuve Ale 2,00,008
CRenly cueeth pusctbaied oud dosfifife el N
prosliase comifilanatd
:o:(.’m'xu S “’.
yied A B to,00,000 |
To 4 Depewtuwser, Afe (E0sexivs) by s
To P& AJe  Caooox3s) 4 AREASR
LBy cow,‘v"'bebwwxﬁwﬁ&w
400 & 125 02 rw 1o Y 1d)
[Topper’s Answer, 2022
10, Anand Ltd..
Journal
Date Particulars LF Debit Credit
Amount () | Amount(?)
Machinery A/c Dr. 3.15,000
To Mahima Ltd. Afc 3,15,000
(Machinery purchased from Mahima Ltd.)
Mahima Ltd. A/c 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 [¥) Amount (¥)
Bank Ajc Dr. 11.00,000
To 7% Debenture Application and Allotment Adc 11,000,000
(Debenture Application money received on 10,000 Debentures)
7% Debenture Application and Allotment Ak Dr. 11,00,000
Loss on issue of 10% Debentures Ajc Dr. 100,000
To 7% Debentures Afc 10,000,000
To Premium on Redemption of Debentures Afkc 1,000,000
To Securities Premium Beserve Afc 1.00,000
{Debentures Application money transferred to debentures Adc)
i1 In the books of Vayee Lid.
Journal
Date Particulars LE Debit Credit
Amount [¥) Amount [¥)
i) Land & Building Afc Dir. 84,000,000
Plant & Machimery Afc Dr. 36,00,000
To EX Ltd. Adc 1,10,00,000
To Capital Reserve Ajc (Bal. Fig.) 10,000,000
(Being assets of EX Ltd. purchased)
(i} EX Ltd. Afc Dr. 1.10.00.000
To Bills Payable Ajc 20,000,000
To B% Debenmres Adc (75,000 = 100) 75,000,000
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 ¥ 100 each at 20% premium)
Working Notes:
Mumber of Debentures issued = (90,00,000/120) = 75,000 debentures
12, (a) Books of Sangam Woollen Lid.
Journal
Date Particulars LF Dr. [(¥) Cr.
i) Machinery Afc Dr. 500,000
ToVendor's Afc 5,000,000
{Being purchase of machinery)
(i} Vendor's Ajc Dr. 5,00,000
To Equity Share Capital Adc 400,000
To %% Debenture A 1.00,000
i Being issue of equity shares and debeniures of par to the vendor of
machinery)

(b} WValues which the company wants to communicate to the society : [Any ore)
(i} Fulfiling/Discharging of social responsibility.
(i} Generationof employment opportunities inrural areas.

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

14, 'When a company takes alcan from bank or from other party, company may have to issue debentures as a secondary
security in addition to the principal security.

15. (b : ¥2.00,000

15 Journal of KTR Ltd.
Date Particulars LE Dr. (¥} Cr.(¥)
432016 |BankAfk Dr. 3,465,000
Case (a) To Debenture Application and Allotrment Afc 3,465,000
........|\Being Application Money Received) | . it R
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432016

Debenture Application and Allotment Afc Dr.

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

{Being issued at par, redemption ot premium)

Bank Afc Dr.
To Debenture Application and Allotment Afc

(Being application money received)

Debenture Application and Allotment Afc Dr.

Lovss on lssue of Debenture Al Dr.

To 7% Debenture Afc
To Premium on Redemption of Debenture Afc
{Being issued at discount and redeemed at premium)

3,645,000
36,500

3.43,100

343,100
40,150

3.65,000
36,500

343,100

3.65,000
18,250

Concept Applied (&)

= Ifin any question it is mentioned that redemption of dentures is out of profit, then the Debenture Redemption
Reserve At should be created with the full face value {100%) of debentures,

17 Journal of Land B Lid.
Date Particulars L.FE Dr. (¥} Cr.(¥)
232016 |BankAfc Dr. 301,625
Case (a) To Debenture Application and Allotment Afc 301525
(| Being Application Money Received)
Debenture Application and Allotrent Afc Dr. 301,625
Loss on Issue of debentures Afc Dr. 47 625
To 2% Debenture Afc 3.17.500
To Premium on Redemption of Debenture Afc 31750
(Being debentures issued ot discount redeemable at premium)
Caselb) | BankAfc Dr. 3.55,600
Ta Debenture Application and Allotment Ajc 3.55,600
{Being Application Money Received)
Debenture Application and Allotment Afc Dr. 3.55,600
Loss on lssue of Debenture Afc Dr. 19,050
To 9% Debenture Adc 3.17.500
To Premiurm on Redemption of Debenture Afc 19,050
To Securities Premium Beserve A/ 38,100
{Issue at premium Redemption at premiim)
18. Journal
Date Particulars LE Dr. (%) Cr.(¥)
i) (a) Bank Ajc Dr. 450,000
To 9% Debenture Application & Allotment Afc 450,000
{Receipt of application money)
(i) {b) 9% Debenture Application & Allotment Afc Dr. 4.50,000
Loss on lssue of Debentures Adc Dr. 75,000
To 9% Debentures Afc 5,000,000
Ta Premium on Redemption of Debentures Afc 25000
(Allotment of debentures at a discount and redeemable at
premium)
(i) (=) Bank Afc Dr. 31.50,000
To 12% Debenture Application & Allotrment Ak 31.50.000
[Receipt of application money)
{i7) (b) 12% Debenture Application & Allotment Afc Dr. 31.50,000
To 12% Debentures Afc 20,00,000
To Securities Premium Afc 1.50,000

Get More Learning Materials Here : &

{Allotment of debentures at a premium)

cucnrene €

@’g www.studentbro.in




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

19. Journal
Date Particulars LE Dr. (%) Cr.(¥)

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

To Debenture Application Afe (8,000 = 20) 7.20,000
{Being the receipt of the application money
on B,000 debentures@ T 70 per debenture)
(i} Drebenture Application Ade Dir. 7,20,000
loss on issue of debenture Ak Dir. 1.20,000

To 10% Debentures Afc (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 account.)

(b} (i} Bank Afe (4,000 = 110) Dr. 440,000
To Debenture Application Afc 440,000
(Being the receipt of the application money
on 4000 debentures @ T 110 per debenture)
i) Debenture Application Ajc 4,40,000
loss on issue of debenture Ad 54,000
To 12% Debentures Afe (4,000 = 100) 400,000
To Premium Payable on Redemption Afc 24,000
To Securities Premium Reserve Ajc 40,000
{Beirg the transfer of application money on
debentures allotted to the debentures account. )

() Bank AJec Dr. 1,000,000
To Debenture Application Afc 1.00,000
{Being the receipt of the application money
on 1000 debentures @ T 100 per debenture)
Debenture Application Afc ] 1.00,000
To 9% Debentures Afc 1.00,000
{Being the transfer of application money on
debent ures allotted to the debentures account.)

(d} BankAsc Dir. 550,000
To Debenture Application Afc 5.50,000
{Being the receipt of the application money
o 5000 debentures @ T 110 per debenture)
Debenture Application AJe Dr. 5, 50,000
To 9% Debentures Afc 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 AJe (6,000 = 90) Dr. 540,000
To Debenture Application Afc 540,000
{Being the receipt of the application money
on &000 debentures @ T 20 per debenture)
Debenture Application Ade Dr. 540,000
Discount on issue of debenture Afc Dr. &0,000
To 9% Debentures Afc 6,00,000
(Being the transfer of application money on
debentures allotted to the debentures account.)

Yy
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Journal Entries in the Books of PVWR Ltd.

Date Particulars LE Dr. (%) Cr.¥)
2015 Bank AJc Dr. 7,12 500
1% April To Debenture Application Adc 712 500
{Being application received on 750 debenture at 5% discount)
2015 Debenture Application Afc Dr. 712,500
1% April | Discount on issue of debenture Afe Dr. 37500
Loss on issue of debenture Adc Dr. 75,000
To 11% debenture Afc 750,000
To Premium on Redemption of Debenture AJfc 75,000
{Beirg issue of debentures at o discount and repayable at premicm).
2015 Debenture interest Afc Dr. 41,250
.'Ilrrh'_-'.ept_ To Debentureholders’ Afc 37,125
Ta TDS payable Afc 4125
{Interest due on 750,000 -11% debenture for & months and TDS
deducted thereon @ 10%)
3*.]”"‘5&1:#_ Debentureholders’ Afc Dr. 37,125
2015 To Bank Adc 37,125
{Payrment of interest to debenture holders)
2015 TDS Payable Aje Dr. 4125
30" Sept. To Bank A/t 4,125
(TDS paid to Government)
2014 Debenture interest Afc Dr. 41,250
31 March To Debentureholders” Afc 37,125
To TDS Payable Adc 4125
{Interest on 11% debentures far & months and TDS deducted thereon
10%)
20146 Debentureholders’ Afc Dr. 37,125
31 March To Bank Adfc 37,125
{Payrment of interest of debenture holders)
31" March | TDS Payable Ajc Dr. 4,125
2016 To Bank Adc 4,125
{Payment of tax to the Government)
21 Books of BG Ltd.
Journal
Date Particulars L.F Dr. (€) Cr. (%)
2013 Interest on Debentures Afc Dr. 12,000
March 31 To Debentureholders” Afe 10,800
To Income Tax Payable Ak TDS Ak 1.200
(Being Haif Yearly Interest due on Debentures and Tax deducted at source)
March 31 | Debentureholder's Adc Dr. 10,800
To Bank Ade 10,800
{Being Payment of Interest on Debentures)
March 31 | Income Tax Payable Afc / TDS Adc Dr. 1200
To Bank Ade 1200
[Being TDS deposited with Income Tax authorities)
2012 Interest on Debentures Afe Dr. 12,000
Sept. 30 To Debentureholders’ Afc 10,800
To Income Tax Payable Afe TDS Adc 1200
(Being Half Yearly Interest due on Debentures and Tax deducted at sounce)
2012 Debentureholder’s Adc Dr. 10,800
Sept. 30 To Bank Adc 10,800
{Being Payment of Interest on Debentures)
2012 Income Tax Payable Ade / TDS Adc Dr. 1,200
Sept. 30 To Bank Adc 1200
{Being TDS deposited with Income Tax authorities)
March 31 | Staterment of Profit and Loss Dr. 24,000
To Interest on Debentures AJdc 24,000
(Being Interest transfierred to statement of Profit and Loss)
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Commicnby Made Mistake {4k

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

debenture holders.
22. Books of Tata Lid.
Journal
Date Particulars LE Dr. (¥} Cr.(¥)
2013 Interest on Debentures A Dr. 25,000
March 31 Ta Debentureholders” Afc 22,500
To Income Tax Payable &/ TDS Afc 2,500
{Being Half Yearly Interest due on Debentures and Tax deducted at
Source)
March 31 Debentureholders’ Ade Dir. 22500
To Bank Adc 22,500
{Being interest paid)
March31  [ncome Tax Payable Ak / TDS Alc Dr, 2,500
To Bank At 2,500
{Being TDS deposited with Income Tax authorities)
2012 Interest on Debentures A Dir. 25,000
Sept. 30 To Debentureholders” Afc 22,500
To Income Tax Payable Afkc f TDS Afc 2,500
lﬂﬂlg“tl'__ﬂ.lf'i'bam Interest duie an Debenbures and Tax dﬂuﬂzddtSntu'{EL
2012 Debentureholders’ Afc Dr. 22,500
Sept. 30 To Bank Adc 22,500
{Being interest paid)
2012 Income Tax Payable Aje / TDS Ade Dr. 2,500
Sept. 30 To Bank At 2,500
|Being TDS5 deposited with Income Tax authorities)
March 31 Statement of Profit and Loss Dr. 50,000
Ta Interest on Debentures Al 50,000
(Being Interest transferred)

23. Writing off the preliminary expenses of the company.

B\  CBSE Sampie Questions I

1 |d!: Non-Redeemable Debentures (1)
2 Journal of Z Lid.
Date Particulars LE Debit (T) Credit ()
2019 Bank A/t Dr. 21,00,000
Apr-01 To Debenture Application and Allotment Ajc 21.00,000
(Being application money received on 20,000 8% debentures)
Apr-01 Debenture Application and Allotrment Afc Dr, 21,000,000
Loss on lssue of Debentures Adc Dr. 1.00,000
To B% Debentures A/c 10.00,000
To Securities Premium Reserve A 50,000
To Premium on Redemption of Debentures Afc 100,000
To Bank Afc 10,500,000
(Being debentures allotted and the balance refunded)
2020 Securities Premium Reserve AJe Dr. 50,000
Mar-31 Statement of Profit and Loss Afc Dr. 50,000
To Loss on lssue of Debentures Afc 1,000,000
{Being loss on Issue of Debentures written off)

(1=3)
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Books of Anthomny Lid.

Journal Entries
Date Particulars L¥F Debit (1) Credit (¥)
(i) Assets Afc Dr. 23,50,000
Goodwill Afc Dr. 50,000
To Liabilities Ajc &,00,000
To Mitheo Litd. Adc 18,000,000
(Business purchased of Mithoo
Ltd. comprising of Assets and Liabilities)
(i} Mithoo Ltd. Afc Dr. 18.00,000
Loss on lssue of Debentures Afe Dr. 3,000,000
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
(%) ()
Fixed Assets Ajfe Dr. 17.30,000
To Trade Payvables Afc 3.20,000
To Vibhu Enterprises Ajec 12,000,000
To Capital Reserve Alc 210,000
{Being assets purchased and liabilities taken over of Vibhu
Enterprises)
Vibhu Enterprises Afc Dr. 12,000,000
Discount on lssue of Debentures AJfc Dr. 50,000
To Bills Payable Ajc &0,000
To Bank Afc 190,000
To 8% Debentures Afc 10000,000
(Being ssue of bank draft, acceptance of bill and issue of 8%
debentures in settlement of purchase consideration}
Working Note :
Mumber of Debentures issued = 2.50,000 /95 = 10,000 (1+2=3)
5. Journal of Meera]j Ltd.
Date Particulars LE Debit (T) Credit (T)
(i) Building Adc Dr. 35.00,000
Plant & Machinery Afc Dr. 8.00.000
Stock Afc Dr. 400,000
Trade Recelvables Afc Dr. 4 00,000
Goodwill Afe Dr. 10,000,000
To Creditors Afc 3,000,000
To Outstanding Expenses Ade 1.00,000
To Ajay Enterprises Afc 57,000,000
{Being assets and liabilities of business taken over. recorded at
apreed value)
(ii) Ajay Enterprises Afc 57,00,000
To Bank Afc 700,000
To 9% Debentures Afc 40,000,000
To Securities Premium Reserve Afc 10,000,000
{Being purchase consideration paid to Ajay enterprises)
(1.5=2)

Get More Learning Materials Here : &

cucnrene €

@’g www.studentbro.in



Date Particulars LE Dr. (¥ Cr.(%)
Bank AJc Dr. 15,000,000
To Bank Loan Adc 15,000,000
{Being Loan taken from State Bank of India)
Debenture Suspense Aje Dr. 10,00,000
To 11% Debentures Afc 10,000,000
(Being 11% debentures deposited as collateral security)
{1x=2)
Balance sheet of Youth Ltd. (An extract)
Particulars Mote Mo. Amount (¥)
p Equity and Liabilities
1. HNon-current Liabilities
Long term borrowings 1 15,040,000
(1/2)
Notes to Accounts:1
Date Particulars Note Mo. Amount [T)
1. Long term barrowings
Secured Loan from State Bank of India 15.00,000
10,000, 11% debentures of ¥ 100 each 10,00.000
Less: - Debenture Suspense 10,000,000 MIL
(deposited as collateral security) 15,00,000
(1/2)
7. (i} MWumber of Debentures to be issued = 52 .50,0004/105 = 50,000
(i) In the Books of Yogadatra Ltd.
Journal
Date Particulars LFE Dr.(®) Cr.(®)
2020 Debenture Application & Allotment Afe Dr. 52,50,000
April1 | Loss on lssue of Debentures Afc Dr. 5,00.000
To 6% Debentures Afc 50.00,000
To Securities Premium Reserve Afc 2.50.000
Ta Premium on Redemption of Debentures Ajc 5,00.000
(Being allotment of debentures made)
(i} Journal
Date Particulars L.E Dr. {T) Cr.[¥)
2021 Securities Premium Reserve Adc Dr. 2.50,000
March 31 | Statement of Profit & Loss AJfc Dr. 250,000
To Loss on lssue of Debentures Afc 5,00,000
{Being Loss on Issue of Debentures A written off)
{iv) Interest on 6% debentures = 50,00,000 x & /100 = (¥) 3.00,000
(v} Dr Loss on Issue of Debentures Alc Cr.
Date Particulars Armount (¥) Date Particulars Amount (T)
1420 | ToPremium on Redemption 500000 | 31.3.21 | By Securities Premium Reserve Afc 2.50,000
af Debentures Ade By Staterment of Profit & Loss Afe 250,000
500,000 5,000,000
{1x5)
B. c):&6% (1)
9. [dl: 5% (1)
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