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Accounting for Debentures

ufved (Introduction)
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~HFUTaAST 37 (Meaning of Debentures)

) aifefaa 3 (Literary meaning): F0T9T =y Rt ST T IR STy SR

@) WA ¥F (Legal meaning): YqTerer HEEAT FAA, 083 ATHN FOMA TS HPT ST
T F¥ A8 (Bond) TEAT FEAIT Y G (Security) TET a1 FIE ofr T |

m o IRCATEE (Other definitions)

According to Palmer- "The word 'debenture’ signifies any instrument under seal evidencing a
deed, the essence of it being the admission of indebtedness."

According to Chitty ]. "Debenture means a document which either creates a debt or
acknowledges if and any document which fulfils either of those conditions is a debenture.”
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RO feRO@T (Features of Debentures)
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HUTTHST Hewd (Importance of Debentures)
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HUTTAST Y&TR (Types of Debentures)

mmmmr{eﬁwmmﬂvﬂ%ﬁmmﬁwﬁm,ﬂw
TH JHR -

9. TRRATST FURAT (On the basis of security)

F) e T Fuw o (Mortgage or secured debenture): FAIH for gmfigs
TR W, m,mwmmmmmmmm
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. TEWARUTEY STHRAT (On the basis of transferability)
¥) AEE AT AT AGHT HUMA (Bearer or unregistered debenture): IH THTH FOTTART
m@ﬁmwmwlﬁmmmmmﬁ
FHAR AT THA HEAT TS |
@ @l AT TAstiwd UA (Registered debenture): T JHTEH FOTAGEH! ARAT FHIAH!
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3. firaf 7 STURAT (On the basis of redeemability) :
F) WX FHUWA (Redeemable’ debentures): T ST el gEar @H fedat ™ T

e T ST TRUET TS G O WS | T TR FTTAEEAT T
qeres o Ty T e WY atar §sit o Pt s s fedf 19 |

@) @7 A (Irredeemable debenture or perpetual debenture): FEITS FOMGT S
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8. UNGdaViqqTaT STUIRAT (On the basis of convertibility)
%) iaddT oA (Convertible debentures): fifyera gagefs wmarr X, ‘Iﬁﬁiﬁ?ﬂ W
mgw:mmmqﬁaﬁﬁv&mﬂnﬁ@mqﬁaﬁvwml
@) wuREd T U (Non-convertible debentures): I8 HTeT{HT FONAGETS HATeT
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Yy, yEfHSATeT JTURAT (On the basis of priority)

%) ufgeir UM (First mortgage debenture): I& FHITHI FUTAEETS O TR TE
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(Issue of debenture and accounting for debenture)
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TIGHT U (@ (Issue of debenture on cash)
8. YeAE fafr (Lump sum basis) :
F)  wfea ReAT FSET (Issued at par): FFHI Forg S el FeorgsmT frafoor aRwar
TAHT & frehreT 78 Y ggerd oy g Yo frspraT 9= |
Ri s o JoumalEntry ORIy
Particulars LF| Debit(Rs) | Credit(Rs,)
Bank Alc XXX|

N0 ks % Debenture Alc l
(Being debentures issued at par) | ,

m X Company Ltd. issued 10000, 7% debenture of Rs.100 each par.
Required: Journal entries

S. No.

|

XXX

Solution:

Joumnal Entry

S. No. |Particulars

L

m

Debit (Rs.) | Credit (Rs.)

Bank A/c (10000 x 100)
To 7% Debentures Alc

|(Being debentures issued on 10000 debentures of Rs.100 each at par)

10,00,000

|
|

Dr. f
l! 10,00,000
|

@ YA SRR (Issued at premium): AT <SrH FEHIEES W R Tof &
mﬁmmﬁwﬁmauﬁfmawﬁwmﬁm

AT AT BT TS T IR YA frenr Wi | gerer s
mmﬁ,wmmmmm|wmm
FOTCAH =T T THRH 70—
Joumnal Entry
S. No.|Particulars LF| Debit (Rs.) | Credit (Rs.)
|Bank Alc Dr. XXX
T0 s % Debenture Alc XXX
To Debenture premium Alc
(Being debentures issued at premium)

lilustration - 2% Company Ltd issued 5000, 8% debenture of Rs.100 each at 10% premium.

Required: Journal entries
Solution:

Journal Entry

S. No.|Particulars

|LF | Debit (Rs.) | Credit (Rs)

|Bank Alc (5000 x 110)
To 8% Debentures Alc
If To Debenture premium A/c

(Being debentures issued on 5000 debentures of Rs.100 each at 10% premium)

Dr. 5,50.000!‘
| 550000
|
|
|




wouAESw aentafr 99

M wEnT T (Issued at discount): WIHIAGAT HIEwel FOTA! frefraT el gear
freprae T g 2 | A ST oTefd (VT B IR O S T 9
TEATS TG FeAT Frshre Wi | Fear Forgaar Frepmee Rf Sriars urer 99,
TEFRT A A= EAE TS | AT FOT S Tefhr T a9 IERH -

Journal Entry
S. No. |Particulars LF | Debit (Rs.) | Credit (Rs.)
Bank Alc Dr. XXX
Debenture discount Alc Dr. XXX
0% % Debenture Alc XXX
(Being debentures issued at a discount)
[T Z Company Ltd. issued 3000, 7% debenture of Rs.100 each at discount of 10%.
Required: Journal entries
Solution: Journal Entry
S. No. |Particulars LF | Debit (Rs.) | Credit (Rs.)
Bank Alc (3000 x 90) Dr. 2,70,000
Debenture discount A/c (3000 x 10) Dr. 30,000
To 7% Debentures Alc 3,00,000

(Being debentures issued on 3000 debentures of Rs.100 each at 10% discount)

2. HUTGHSY femmaiAT fsse (Issue of debenture on installment basis)
FIHI TR TR qed (AT RATeE I S AT WA, FATehiSh @A T
ﬁrﬁmmnﬁmnﬁﬁmﬁwmﬂ%&mxﬁmﬁwwwﬁanmm
FOGT T et ufY FES STgfRd YedHT, GEHT TUT JSAHT A T S |
w) oEfeq AT frwm (Issued at par): FEITACTS Gaf TRUHN T (Register value) AT

ST TR wY AT [ T PR qie | sTefRd Henn Foore e

b FrAETE WA T e e 9 €T | orefhd g T frepre mafe

IRl AT T THTH S-

Joumnal Entries

S.N

0. |Particulars

LR

Debit (Rs.) |

Credit (Rs.) _

At the time of application:
Bank Alc
To Debenture application Alc
(Being debenture application money received)

Debenture application Alc
ok siassee % debentures Alc
(Being debenture application money transferred)

At the time of allotment:
Debenture allotment Alc

1 [ % debentures Alc
(Being debenture allotment money due)

Bank Alc
To Debenture allotment Alc
(Being debenture allotment money received)

At the time of first and final call:
Debenture first and final call A/c
To Debenture Alc
(Being debenture first and final call money due)
Bank Alc )
To Debenture first and final call Alc
(Being debenture first and final call money received)

XXK|

XXX

XXX|
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m X Company Ltd. issued 3000, 7% debenture of Rs.100 each at par, the amount are
payable as follows:

On Application............. Rs.30
On Allotment ..... Rs.40
On First and final call Rs.30

Required: Journal entries

Solution:

Joumnal Entry

" 8. No.

Particulars

Debit (Rs.)

Credit (Rs.)

Bank Alc Dr.
To Debenture application Alc
Being debenture application money received on 3000 share of Rs.30 each )

Debenture application Alc Dr.
To 7% Debentures Alc
Being debenture application money transferred)

Debenture allotment Alc Dr.
To 7% Debentures Alc
(Being debenture allotment money due on 3000 debenture of Rs.40 )

Bank Alc Dr.
To Debenture allotment Alc
(Being debenture allotment money received)

Debenture first and final call Alc Dr.
To Debenture Alc
(Being debenture first and final call money due 3000 debentures of Rs.30)

Bank Alc Dr.
To Debenture first and final call Alc
(Being debenture first and final call money received)

90,000

90,000

1,20,000

1,20,000

90,000

90,000

90,000

90,000

1,20,000

1,20,000

90,000

90,000

@) BT AOAT TASHEA (Issued at discount): HIHT=ITAT, aivrqaa% YT GiswisH qugar
m@.mm#ﬁmma%mmmmmm
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Joumal Entry
S. No. |Particulars LF | Debit (Rs.) | Credit (Rs.)
At the time of allotment: 2 ,
Debenture allotment Alc Dr. XXX
Debenture discount Alc Dr. XXX
....... % Debentures Alc XXX
(Bemg debenture allotment money due with discount)
Bank Alc Dr. XXX
To Debenture allotment Alc XXX
(Being debenture allotment money received)

[P A Company issued, 2000, 9% debenture of Rs.100 each with 10% discount
payments as follows:

OnApplication’. .. . 5. 5 st Rs.20
On ALOUINEEIL {y..oce Bt s Sisttass srsacoss Rs.30 [Including discount]
On first and final call...........ccccouu...... Rs.40
Required: Journal entries
Solution: Joumal Entry
S. No. | Particulars LF | Debit (Rs.) | Credit (Rs.)
a. |BankAlc Dr. 40,000
To Debenture application Alc 40,000

(Being debenture a_pplicau'on money received on 2000 share of Rs.20 each )




FWOTAESG dafafr 9%

b. |Debenture application Alc Dr. 40,000
To 9% Debentures Alc 40,000
(Being debenture application money transferred)
¢. |Debenture allotment A/c Dr. 60,000
Debenture discount A/c (2000 x 10) Dr. 20,000
To 7% Debentures Alc . 80,000
(Being debenture allotment money due on 2000 debentures of Rs.30 with discount ) -
d. |BankAlc Dr. 60,000
To Debenture allotment A/c 60,000
(Being debenture allotment money received)
e. _|[Debenture first and final call Alc Dr. 80,000
To 7% Debenture Alc 80,000
(Being debenture first and final call money due 2000 debentures of Rs.40)
f. [BankAlc Dr. 80,000
To Debenture first and final call Alc 80,000
(Being debenture first and final call money received)

M v HeawT R (Issued at premium): JHATSHT F0qd STt el wrIeTg Hr3er
TS | A g FAHT Ahr YSfiTa AR 8 | @ER awars Ser g2 @rar @t
afsear yfafe R= | e yaEr @ afewie R ey e
THH T 79 I 5-

Joumal Entry

S. No. |Particulars LF | Debit (Rs.) | Credit (Rs.)
At the time of allotment:
Debenture allotment A/c Dr. X0
To......% Debentures Alc X
To Debenture premium Alc XX
(Being debenture allotment money due with premium)
Bank Alc Dr. XXX
To Debenture allotment A/c XXX
(Being debenture allotment money received)

[ITSTEITIEG X Company Ltd. issued 3000, 8%, debenture of Rs. 100 each with 10% premium.
Payable as follows:
On AppLICAtiON .. imivecsensiossisteecussensacs Rs.40
On Al ot ent s et oseses Rs.40 [Including premium]
On First and final call ..Rs.30
Required: Journal entries

Solution: Joumal Entry
S. No. |Particulars LF | Debit (Rs.) | Credit (Rs.)
a. |(BankAlc Dr. 1,20,000{ -
To Debenture application Alc 1,20,000
(Being debenture application money received on 3000 share of Rs.40 each )
b. |Debenture application Alc Dr. 1,20,000
To 8% Debentures Alc 1,20,000
(Being debenture application money transferred)
c. |Debenture allotment Alc Dr. 1,20,000
To 8% Debentures Alc 90,000
To Debenture premium A/c (3000 x 10) 30,000
(Being debenture allotment money due on 3000 debentures of Rs.40 each with premium )
d. (BankAlc Dr. 1,20,000 3
To Debenture allotment Alc 1,20,000
(Being debenture allotment money received)
e. |Debenture first and final call Alc Dr. 90,000
To 8% Debenture Alc 90,000
(Being debenture first and final call money due 3000 debentures of Rs.30)
f. [BankAlc Dr. 90,000
To Debenture first and final call Alc 90,000
(Being debenture first and final call money received)
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TR /W (Call in Arrear)

AT AT TR FEAST WO T TS ForeTieee Fwarers P gran ol
TEIH @ 9 qET | Ta TR afemiedr quanr T it Ane awaE fhwr
THRT THIA FAGE TF TR AwE o T gwens b feas g 1w
AT TR THAATS T WIATET RG-S T @eT$ GarnT (Call in arrear) WA |

Samim and Javed Company issued 20000 5% debenture of Rs.100 each at 10%
premium payment is as follows:

O ADDHCAtION %: actertensty a-ssrieiniassrs Rs.20
(891791 (o]0 v1 (=1 11 SRR s s Rs.50
Balance on first and final call

One debenture holder holding 500 debentures failed to pay allotment and calls money in
due date.

Required: Journal entries

Solution:

Joumnal Entry

S. No.

Particulars

LF

Debit (Rs.) | Credit (Rs.)

a.

Bank Alc

Dr. 4,00,000{
To Debenture application A/lc
(Being debenture application money received on 20000 share of Rs.20 each ) |
b. |Debenture application Alc Dr. 4,00,000
To 5% Debentures Alc i
(Being debenture application money transferred) : !
c. |Debenture allotment Alc Dr. 10,00,000,
To 5% Debentures Alc f
To Debenture premium Alc (20000 x 10) '
| (Being debenture allotment money due on 20000 debentures of Rs.50 each §
| with premium ) '
d. [BankAlc Dr. 975,000
Calls in arrears Alc (500 x 50) 25,000/
To Debenture allotment Alc 5
(Being debenture allotment money received except 500 debentures) ;
e. |Debenture first and final call Alc ) Dr. 8,00,000|
To 5% Debenture Alc i
(Being debenture first and final call money due 20000 debentures of Rs.40) I
f. [BankAlc Dr. 7,80,000
Calls in arrears Alc (500 x 40) Dr. 20,000}
To Debenture first and final call Alc } 8,00,000
(Being debenture first and final call money received) |

foremTaa T WTETt (Issue and redemption of debenture)

FAAH T AHEGAT 74T TRy A §sfier J@a ¥ o @ | ggere s vy S
R ST T TR T YR T Goft 81 | A Yot weeer 1@ o fAifved e s
YHH THYS | Forgeuiesars fivea gwadfs dfeca aor gomt fT 0 3% s s
mﬁm%mﬁmuwﬁm%mﬂﬁ@@lmw
afteprate T wiwo- :
#) S e e ffea Tite gaaer st vEe fafirare aren g me,

W) YITHT qUT TIT FOTITHT YT T |

4,00,000

4,00,000

8,00,000
2,00,000

10,00,000

8,00,000




%, fafieas TRae SwUAT TEHS TEERT HThH! (By payment in lump sum cash of the end of

specified period of time)
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VTR SZUTUSET JGRITEE (Conditions of redeemable debentures)

5 |
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) el qeawT Frerea el T SrefRd qeamr s wat Arer uft ge wrer af

_Journalentries

el

For Issued For Redemption _|For Payment oo
A. Issued at par
i. Redemption at par ...% Debenture Alc Dr. |Debentureholder Dr.
Bank Alc Dr. To Debentureholder Alc To Bank Alc
To ... % Debenture Alc
li. Redemption at discount ..% Debenture Alc Dr. |Debentureholder Alc Dr.
Bank Alc Dr. To Discount on redemption A/c To Bank Alc
To ....% Debenture Alc To Debentureholder Alc
iil. Redemption at premium Debentureholder Alc Dr.
Bank Alc Dr. |..% Debenture Alc Dr. To Bank Alc
Loss on issued Alc Dr. To Premium on redemption A/c
To ...% Debenture Alc To Debentureholder A/c
To Premium on redemption Alc 8 s g
B. Issued at discount
i. Redemption at par
Bank Alc Dr. |.. % Debenture Alc Dr.|{Debentureholder A/c Dr.
Discount on issue Alc Dr. To Debentureholder Alc  ~~_ To Bank Alc
To Debenture Alc
ji. Redemption at discount .. % Debenture Alc Dr.|Debentureholder A/c Dr.
Bank Alc Dr. To Discount on redemption Alc To Bank Alc
Discount on issue Alc Dr. To Debentureholder Alc
To ...% Debenture Alc Debentureholder Alc Dr.
ili. Redemption at premium ... % Debenture Alc Dr. To Bank Alc
Bank Alc Dr. To Premium on redemption A/c
Loss on issued Alc Dr. To Debentureholder Alc
* To ....% Debenture Alc

To Premium on redemption A/c |

%8
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C. Issued at premium
Il. Redemption at par
Bank Alc Dr. |.. % Debenture Alc Dr.|Debentureholder Alc ,br.
Te ....% Debenture Alc To Debentureholder A/lc To Bank Alc
To Debenture premium Alc
Ii. Redemption at discount ... Debenture A/c Dr.|Debentureholder A/lc Dr.
Bank Alc Dr. To Discount on redemption Alc To Bank Alc
To .... % Debenture Alc To Debentureholder Alc
To Debenture premium A/c Debentureholder Alc Dr.
lil. Redemption at premium ... % Debenture Alc Dr. To Bank Alc
Bank Alc Dr. |Premium on redemption A/c Dr.
Loss on issued Alc Dr. To Debentureholder A/lc
To ...% Debenture Alc
To Debenture premium Alc
To Premium on redemption A/c
The following illustrations explain the various péssibilities:
S. No. | Face Value | Issue Price | Redemption Price Remarks
i Rs.100 Rs.100 Rs.100 Issue at par and redemption at par.
2. |Rs.100 Rs.100 Rs.90 Issue at par and redemption at discount.
3 Rs.100 Rs.100 Rs.110 Issue at par and redemption at premium
4, Rs.100 Rs.90 Rs.100 Issue at discount redemption at par.
55 Rs.100 Rs.90 Rs 95 Issue at discount redemption at discount.
6. Rs.100 Rs.95 Rs.110 Issue at discount redemption at premium
7. |Rs.100 Rs 110 Rs.100 Issue at premium redemption at par.
8. Rs.100 Rs.110 Rs.90 Issue at discount redemption at discount.
9. Rs.100 Rs.110 Rs.105 Issue at discount redemption at premium
Journal entries for the above appear as:
Joumal
S. No. |Particulars LF |Debit (Rs.)| Credit (Rs.
1. |Forlssued:
Bank Alc Dr. 100
To Debenture Alc 100
(Being debenture issued at par)
For Redemption:
Debenture Alc Dr. 100 100
To Debentureholder Alc
Being debenture transferred transfer)
Debentureholders Dr. 100
ToBank Alc 100
(Being amount paid to Debentureholders)
2. |Forlssued:
Bank Alc Dr. 100
To Debentures Alc 100
(Being debenture issued at par)
For Redemption:
Depenture Alc Dr. 100
' To Discount on redemption Alc 10
To Debenture application Alc 90
Being debenture transferred to Debentureholder A/c)
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Debentureholder Alc
To Bank Alc
(Being amount paid)

Dr

90

3. |Forlssued:

Bank Alc

Loss on issued Alc

To Debentures Alc

To Premium on redemption Alc

(Being debenture issued at par and redemption at premium)

Dr.

.Dr.

For Redemption:
Debenture Alc
Premium on redemption Alc
To Debéntureholder Alc
(Being debenture transferred to Debentureholder account with premium)

Dr.
Dr.

Debentureholder Alc .
To Bank Alc
(Being amount paid)

Dr.

100
10
100
10

100
10
110

110
110

4. |Forlssued:
Bank Alc
Discount on issued Alc
To Debenture Alc
(Being debenture issued at discount)

Dr.
Dr.

For Redemption:
Debenture Alc

To Debentureholder Alc
(Being debenture transferred)

Dr.

Debentureholder Alc
To Bank Alc
(Being amount paid)

Dr.

90
10
L 100

100
100

100!
! 100

5. |Forlssued:
Bank Alc
Discount on issued Alc
To Debenture Alc
(Being debenture issued at discount)

Dr.
Dr.

For Redemption:
Debenture Alc
To Discount on redemption Alc
To Debentureholder Alc
(Being debenture transferred to Debentureholder Alc)

Dr.

Debentureholder Alc
To Bank Alc
(Being amount paid)

Dr.

90
10
110

100

10

95

95

95

6. |Forlssued:
Bank Alc
Loss on issued Alc
Discount on issued Alc
To Debenture Alc
To Premium on redemption
(Being debenture issued at discount and redemption at premium)

Dr.
Dr.
Dr.

95
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For Redemption:
Debenture Alc
Premium on redemption
To Debentureholder Alc
\(Being debenture transferred to Debentursholder Alc)

Dr.
Dr.

Debentureholder Alc
To Bank Alc
(Being amount paid)

Dr.

100

105

105

105

Bank Alc
To Debenture A/c
To Debenture premium Alc
Being debenture issued at discount at premium)

Dr.

For Redemption:
Debenture Alc
To Debentureholder Alc
(Being debenture transferred to Debentureholder Alc)

Dr.

Debentureholder Alc
To Bank Alc
(Being amount paid)

Dr.

110

100

100

100
10

100

100

Bank Alc

To Debenture Alc

To Premium on issued A/c
{(Being debenture issued at premium)

Dr.

For Redemption:
Debenture Alc

To Debentureholder Alc

To Discount on redemption A/c
(Being debenture transferred Alc)

Dr.

Debentureholder Alc
To Bank Alc
(Being amount paid)

Dr.

110

100

95

100
10

95

95

For Issue:

|Bank Alc

Loss on issue A/c
To Debenture Alc
To Debenture premium Alc
To Premium on issued Alc

(Being debenture issued at premium and redemption at premium)

For Redemption:

Debenture Alc

Premium on redemption Alc
To Debentureholder Alc

(Being debenture transferred)

Debentureholder Alc
To Bank Alc

|(Being amountpaid to Debentureholder)

Dr.
Dr.

Dr.
Dr.

Dr.

110

100

105

100
10

105

105




HOAESH aafafy GY

A Company issued 7000; 9% debenture @ Rs.100 each at par which were re-payable

after 5 years at par.
Required: a) Journal for issue of debenture b) Journal for redemption of debenture
Solution: Joumal Entries
Date | Particulars LF] Debit (Rs.) | Credit (Rs.)
(a) |Atthe time of issue of Debenture: :
Bank Alc Dr. 7,00,000
To 9% Debenture Alc 7,00,000

(Being 7000; 9% Debenture issued @ Rs.100 each)

(i) |(b)At the time of redemption of Debenture:

9% Debenture Alc . Dr. 7,00,000
To Debentureholder Alc 7,00,000

(Being amount due on Debenture was transferred to Debentureholder
Alc for redemption)

(ii) {Debentureholder Alc Dr. | | 7,00000
To Bank Alc | | 7,00,000
(Being redemption of 7000,9% Debenture of Rs.100 each at par) e

[IETIENA Company issued 8000; 10% debenture @ Rs.100 each at 20% discount which were
re-payable after 4 years at par.

Required: a) Journal for issue of debenture b) Journal for redemption of debenture
Solution: Joumal Entries ¥
Date |Particulars LF | Debit (Rs.) j Credit (Rs.)
(a) |Atthe time of issue of Debenture: I
Bank A/c (8000 x 80) or.| |
Discount on issue of Debenture A/c (8000 x 20) Dr. !
To 10% Debenture A/c (8000 x 100) ;
(Being 8000; 10% Debenture issued @ Rs.100 each at 20% discount) |
(i) |b) At the time of redemption of Debenture: ! {
10% Debenture Alc br.| | 800000|
! To Debentureholder Alc ; 8,00,000
|
[
l
|
|

6,40,000
1,60,000
8,00,000

|(Being amount due on Debenture was transferred to debentureholder's
|Alc for redemption)
(i) Debentureholders Alc Dr 8,00,000!
To Bank Alc , !
(Being redemption of 8000, 10% Debenture of Rs.100 each at par) | 1

[STEERl A Company issued 9000; 11% debenture @ Rs.100 each at 20% premium which
were re-payable after 3 years at par.

Required: a) Journal for issue of debenture b) Journal for redemption of debenture
Solution: __Joumal Entries :
Date |Particulars SR LF | Debit (Rs.) | Credit (Rs.)
(a) |Atthe time of issue of Debenture: f
Bank A/c (9000 x 120) Dr. ’ 10,80,000
To 11% Debenture A/c (9000 x 100)
To Premium on issue of Debenture Alc (350 x 20)
|(Being 8000; 11% Debenture issued @ Ks.10C ezch at 20% premium)
(i) |b) At the time of redemption of Debenture: !
11% Debenture Alc Dr. 9.00,000E
To Debentureholder Alc ! 9,00,000
(Being amount due on 11% Debenture is transferred to Debentureholder A/c) l
(i) |Debentureholder Alc Dr! | 9,00,000
To Bank Al 9,00,000
(Being redemption of 9000, 11% Debenture of Rs.100 each at par) !

8,00,000

9,00,000
1,80,000

\
|
i
|
g
|
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A Company issued 10000; 12% debenture @ Rs.100 each at par which were re-

payable after 2 years at 20% premium.
Required: a) Journal for issue of debenture

Solution:

b) Journal for redemption of debenture
Joumal Entrles

Date

Particulars

Debit (Rs.)

Credit (Rs.)

(@)

(i)

At the time of issue of Debenture:

To 12% Debenture Alc (10000 x 100)
To Premium on redemption of debenture Alc
(Being 10000; 12% Debenture issued @ Rs.100 each at par)

Bank A/c (10000 x 100) Dr.
Loss on issue of debenture A/c (10000 x 20) Dr.

(b) At the time of redemption of Debenture:

To Debentureholder Alc
(Being amount due on Debenture were transferred to Debentureholder Alc)

12% Debenture Alc Dr.
Premium on redemption of Debenture Alc Dr.

To Bank Alc

(Being redemption of 10000; 12% Debenture @ Rs.100 each at 20% premium) -

Debentureholder Alc Dr.

10,00,000
2,00,000

10,00,000
2,00,000

12,00,000

10,00,000
2,00,000

12,00,000

12,00,000

mA Company issued 9000; 13% debenture @ Rs.100 each at 10% discount which
were re-payable after 4 years at 20% premium.
Required:

a) Journal for issue of debenture
b) Journal for redemption of debenture

Solution: Journal Entries
Date |Particulars LF { Deblt (Rs.) | Credit(Rs.)
(a) |Atthe time of issue of Debenture:
Bank Alc (3000 x 90) : Dr. 8,10,000
Discount on issue of Debenture A/c (9000 x 10) Dr. 90,000
Lgss on issue of debenture Alc (9000 x 20) Dr. 1,80,000 -
To 13% Debenture Alc (9000 x 100) 9,00,000
To Premium on redemption of debenture A/c (3000 x 20) 1,80,000
(Being 8000; 13% Debenture issued @ Rs.100 each at 10% discount)
(i) |b) Atthe time of redemption of Debenture:
13% Debenture Alc Dr. 9,00,000
Premium on redemption of Debenture Alc ( Dr. 1,80,000
To Debentureholder Alc 10,80,000
(Being amount due on Debenture were transferred to Debentureholder A/c)
(i) |Debentureholder Alc : Dr 10,80,000
To Bank Alc 10,80,000

(Being redemption of 8000; 13% Debenture @ Rs.100 each at 20% premium)

A Company issued 15000; 15% debenture @ Rs.100 each at 10% premium which
were re-payable after 5 years at 20% premium.

Required:

a) Journal for issue of debenture
b) Journal for redemption of debenture
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Solution: Joumal Entries
> Debit Credit
Date Particulars LF (Rs.) Rs)
(a) |Atthe time of issue of Debenture:
Bank A/c (15000 x 110) Dr. 16,50,000
Loss on issue of debenture A/c (15000 x 20) : Dr. 3,00,000
To 15% Debenture Alc (15000 x 100) 15,00,000
/}o Premium on redemption of debenture A/c (15000 x 20) 3,00,000
To Premium on issue of debenture A/c (15000 x 10) 1,50,000
(Being 15000; 15% Debenture issued @ Rs.100 each at 10% premium)
() |b) Atthe time of redemption of Debenture:
15% Debenture Alc Dr. 15,00,000
\, Premium on redemption of debenture Alc Dr. 3,00,000
To Debentureholder Alc 18,00,000
(Being amount due on Debenture were fransferred to Debentureholder A/lc)
(ii) |Debentureholder Alc ; Dr. 18,00,000
To Bank Alc : 18,00,000
(Being redemption of 15000; 15% Debenture @ Rs.100 each at 20% premium)

MA Company issued 10000; 15% debenture @ Rs.100 each at par which were re-
payable after 5 years at 20% discount.

Required:

a) Journal for issue of debenture
b) Journal for redemption of debenture

Solution: Journal Entries
Debit Credit
Date Particulars LF (Rs) (Rs)
(a) |Atthe time of issue of Debenture:
Bank A/c (10000 x 100) Dr. 10,00,000
To 15% Debenture A/c (10000 x 100) 10,00,000
(Being 10000; 15% Debenture issued @ Rs.100 each at par)
(i) |b) Atthe time of redemption of Debenture:
15% Debenture Alc Dr. 10,00,000
To Debentureholder A/c (10000 x 80) 8,00,000
To Profit on redemption of debenture A/c (10000 x 20) 2,00,000
(Being amount due on Debenture were transferred to Debentureholder A/c)
(i) |Debentureholder Alc Dr. 8,00,000
To Bank Alc : 8,00,000
(Being redemption of 10,000; 15% Debenture @ Rs.100 each at 20% discount)

A Company issued 10000; 15% de¢benture @ Rs.100 each at 10% discount which
were repayable after 5 years at 20% discount.
Required:

a) Journal for issue of debenture
b) Journal for redemption of debenture
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Solution: Journal Entries
l
! T_h Particulars LF f D(I::I)t (:’r;d)it

(a) !Atthe time of issue of Debenture: :
Bank Alc (10000 x 90) Dr. | 9,00,000
Discount on issue of debenture A/c (10000 x 10) Dr.! | 1,00,000
. To 15% Debenture Alc (10000 x 100) ; 10,00,000
Being 10000; 15% Debenture issued @ Rs.100 each at 10% discount) | ‘»

(i) |b) Atthe time of redemption of Debenture: ! g
15% Debenture Alc Dr.| | 10,00,000

To Debentureholder A/c (10000 x 80) | 8,00,000

! To Profiton redemption of debenture A/c (10000 x 20) f 2,00,000
[@eing amount due on Debenture were transferred to Debentureholder A/c) |

(i) {Debentureholder Alc D! | 800,000
! ToBankAlc ’ 8,00,000
r(Being redemption of 10000; 15% Debenture @ Rs.100 each at 20% discount) |

A Company issued 10000; 15% debenture @ Rs.100 each at 10% premium which
were re-payable after 5 years at 20% discount.

Required: a) Journal for issued of debenture b) Journal for redemption of debenture

Solution: Joumal Entries S

Date |Particulars LF ! Debit (Rs.) | Credit(Rs.)

(a) !Atthe time of issue of Debenture: ‘

|Bank Alc (10000 x 110) Dr.| | 11,00,000

To 15% Debenture Alc (10000 x 100) i

| ToPremium on issue of Debenture Alc (10000 x 10) :

{(Being 10000; 15% Debenture issued @ Rs.100 each at 10% premium) i

(i) fb) At the time of redemption of Debenture: !

i

10,00,000
1,00,000

{15% Debenture Alc Dr. 10,00,000
| ToDebentureholder Alc (10000 x 80) 8,00,000

2,00,000

|

| ToProfit on redemption of Debenture Alc (10000 x 20) ,I
}gB_gipg | amount due on Debenture were transferred to Debentureholder Alc) | :
} |
|
|

8,00,000

(i) {Debentureholder Alc Dr.
: I 8,00,000
1

To Bank Alc
 (Being redemption of 10000; 15% Debenture @ Rs.100 each at 20% discount)

Following are the issue and redemption conditions of debenture:
a. 12% debenture of nominal value Rs.10,00,000 issued at 100% & re-payable at 125%,
b.  12% debenture of nominal value Rs.10,00,000 issued at 90% & re-payable at 125%.
¢ 12% debenture of nominal value Rs.10,00,000iSsued at 115% & re-payable at 125%.
Required: Journal for: i) At the time of issue ii) At the time of redemption

Solution: Journal Entries -
Date |Particulars LF | Debit (Rs.) | Credit (Rs.)
(a) |Atthe time of issue: :' |
Bank Alc Dr{ | 10,00,000
Loss on issue of debenture A/c (Rs.1000000 x 25%) Dr.| -| 2,50,000
| To 12% Debenture Alc ,’ 10,00,000
To Premium on redemption of Debenture Alc (Rs.1000000 x 25%) 2,50,000
(Being 10000; 12% Debenture of Rs.100 each issued at par) ‘
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(i) !Atthe time of redemption:

12% Debenture Alc Dr. 10,00,000
Premium on redemption of Debenture A/c Dr. 2,50,000
To Debentureholder Alc 12,50,000
(Being amount due on debenture was transferred)
(i) |Debentureholder Alc Dr. 12,50,000
To Bank Alc 12,50,000

(Being redemption of 10000; 12% Debenture @ Rs.100 each at 20% premium
(b) |Atthe time of issue:

Bank Alc (Rs.1000000 x 90%) Dr. 9,00,000
Discount on issue of debenture A/c (Rs.1000000 x 10%) Dr. 1,00,000
{Loss on issue of debenture Alc (Rs.1000000 x 25%) Dr. 2,50,000
| To 12% Debenture Alc 10,00,000
| To Premium on redemption of Debenture Alc (Rs.1000000 x 25%) 2,50,000

|(Being 10000; 12% Debenture issued at 10% discount)

() |Atthe time of redemption: Y

112% Debenture Alc : Dr. 10,00,000i

{ Premium on redemption of Debenture A/c Rs.1000000 x 25%) Dr. 2,50,000

To Debentureholder A/c (Rs.1000000 x 125%) 12,50,000

(Being amount due on Debenture was ) TR A A

(i) |Debentureholder Alc D hes)
1 To Bank Alc {
{(Being redemption of 10000; 12% Debenture @ Rs.100 each at 25% premium) | |

(c) |Atthe time of issue: ’ l

{Bank A/c (Rs.1000000 x 115%) ; Dr. ‘ 11,50,000|

| Loss on issue of debenture Alc (Rs.1000000 x 25%) Dr. 1 2,50,000

|

|

|

|

12,50,000
12,50,000

10,00,000
| 250000

| To 12% Debenture Alc
i | 1,50,000

To Premium on redemption of Debenture A/c (Rs.1000000 x 25%)
| To Premium on issue of Debenture Alc (Rs.1000000 x 15%)
|(Being 10000; 12% Debenture issued @ Rs.100 each at 15% premium)

(i) 1At the time of redemption:

112% Debenture Alc Dr.
tPremium on redemption of Debenture A/c (Rs.1000000 x 25%) Dr.
| To Debentureholder A/c (Rs.1000000 x 125%)

|(Being amount of Debenture due was transferred) %

(i) |Debentureholder Alc Dr.| 12,50,000

|

&
|
\

2.50.000E

t
|

| 10,00,000 |
|
| | 12,50,000
|

! ToBankAlc | 12,50,000

i(Being redemption of 10000; 12% Debenture @ Rs.100 each at 25% premium) |

Nepal Lever Limited issued 8000, 15% debenture of Rs.100 each on 01/01/2060 at
a discount of 15% which are re-payable on 31/12/2065 at 25% premium.
Required: Journal for:

To Premium on redemption of debenture A/c (8000 x 25)

| (Being 8000; 15% Debenture issued @ Rs.100 each at 15% discount) k] ]

i) At the time of issue ii) At the time of redemption

Solution: Journal Entries BB ey e e
Date |Particulars 3 o LF | Debit (Rs.) | Credit(Rs))

(i) ;At the time of issue of Debenture (On 01/01/2060): ; "

|Bank A/c (8000 x 85) Dr. | 6,80,000

| Discount on issue of debenture A/c (8000 x 15) Dr. ’ ! 1,20,000

{Loss on issue of debenture Alc (8000 x 25) Dr. | ’ 2,00.000:
{  To 15% Debenture A/c (8000 x 100) b Al | 8,00,000
a : " | 2,00,000

|
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(i) |Atthe time of redemption of Debenture (On 31/12/2065):
15% Debenture A/c (8000 x 100) Dr. 8,00,000
Premium on redemption of debenture A/c (8000  25) Dr. 2,00,000

To Debentureholder A/c (8000 x 125) 10,00,000
Being amount of Debenture due was fransferred)
(i) |Debentureholder Alc Dr. 10,00,000

To Bank Alc 10,00,000
(Being redemption of 8000; 15% Debenture @ Rs.100 each at 25% premium) :

Arpana Company Limited issued 6000, 11% debenture of Rs.100 each on
01/01/2060 at 15% premium which were re-payable on 31/12/2065 at 20% premium.
Required: Journal for: i) At the time of issue ii) At the time of redemption

Solution: Joumal Entries
Date |Particulars LF | Debit (Rs.) | Credit (Rs.)
(i) |Atthe time of issue of Debenture:

Bank A/c (6000 x 115) Dr. 6,90, 000

Loss on issue of debenture A/c (6000 x 20) Dr. 1,20,000
To 11% Debenture A/c (6000 x 100) ~ 6,00,000
To Premium on redemption of debenture Alc (6000 x 20) 1,20,000
To Premium on issue of debenture A/c (6000 x 15) 90,000

Being 6000; 11% Debenture issued @ Rs.100 each at 15% premium)
(iia) [Atthe time of redemption of Debenture:

11% Debenture A/c (6000 x 100) Dr. 6,00,000
Premium on redemption of debenture Alc (6000 x 20) Dr. 1,20,000
To Debentureholder A/c (6000 x 120) 7,20,000
Being amount of Debenture due was transfered)
(i) {Debentureholder Alc : Dr 7,20,000
To Bank Alc 7,20,000

(Being redemption of 6000; 11% Debenture @ Rs.100 each at 20% premium)

WA Limited Company issued 1000, 10% redeemable debenture of Rs.100 each at a
discount of 5%. These are payable after 5 years at a premium of 10%.
Required: Journal for: i) At the time of issue ii) At the time of redemption

Solution: Joumal Entries

Date |Particulars LF | Debit (Rs.) | Credit (Rs.)

(i) |Atthe time of issue of Debenture: _

Bank Alc (1000 x 95) Dr. 95,000

Discount on issue of Debenture Alc (1000 x 5) > Dr. 5,000

Loss on issue of debenture Alc (1000 x 10) Dr. 10,000
To 15% Debenture A/c (1000 x 100) 1,00,000
To Premium on redemption of debenture Alc (1000 x 10) 10,000

(Being 1000; 10% Debenture issued @ Rs.100 each at 5% discount)
(iia) |At the time of redemption of Debenture:

10% Debenture A/c (1000 x 100) Dr. 1,00,000
Premium on redemption of debenture Alc (1000 x 10) Dr. 10,000
To Debentureholder A/c (1000 x 110) 1,10,000
(Being amount of Debenture due was transferred)
(i) |Debentureholder Alc Dr. 1,10,000
To Bank Alc 1,10,000

(Being redemption of 1000; 10% Debenture @ Rs.100 each at 10% premium)
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Transport Company Nepal issued 5000, 11% 5 year redeemable debenture of
Rs.100 each at 95% of the face value. They are redeemable at 110% of the par value.
Required: Journal for: i) At the time of issue

ii) At the time of redemption

Solution: Joumal Entries
Date |Particulars LF | Debit (Rs.) | Credit (Rs.)
(i) |Atthe time of issue of Debenture:

Bank Alc (5000 x 95) Dr. 475,000

Discount on issue of Debenture A/c (5000 x 5) Dr.|- 25,000

Loss on issue of debenture A/c (5000 x 10) Dr. 50,000
To 11% Debenture A/c (5000 x 100) 5,00,000
To Premium on redemption of debenture A/c (5000 x 10) 50,000

(Being 5000; 11% Debenture issued @ Rs.100 each at 5% discount)
(iia) |Atthe time of redemption of Debenture:

11% Debenture Alc (5000 x 100) Dr. 5,00,000
Premium on redemption of debenture Alc (5000 x 10) Dr, 50,000
To Debentureholder A/c (5000 x 110) 5,50,000
(Being amount of Debenture due was transferred)
(iib) |Debentureholder Alc Dr. 5,50,000
To Bank Alc 5,50,000

(Being redemption of 5000; 11% Debenture @ Rs.100 each at 10% premium)

[MSTETIEPE A Company issued 5000 debenture of Rs.100 at a discount Rs.90 as fully paid.
These debentures are repayable at a premium of 10%
Required: Journal for: i) At the time of issue
ii) At the time of redemption

Solution: . Joumal Entrles
Date |Particulars LF | Debit (Rs.) | Credit (Rs.)
(i) |Atthe time of issue of Debenture:

Bank A/c (5000 x 90) Dr. 4,50,000

Discount on issue of Debenture A/c (5000 x 10) Dr. 50,000

Loss on issue of Debenture Alc (5000 x 10) Dr. 50,000
To Debenture Alc (5000 x 100) - 5,00,000
To Premium on redemption of Debenture A/c (5000 x 10) 50,000

(Being 5000 Debenture issued @ Rs.100 each at 10% discount)
(iia) |Atthe time of redemption of Debenture:

Debenture Alc (5000 x 100) - Dr. 5,00,000
Premium on redemption of debenture A/c (5000 x 10) Dr. 50,000
To Debentureholder A/c (5000 x 110) 5,50,000
(Being amount of Debenture due was transferred) i
(i) |{Debentureholder Alc Dr. 5,50,000
To Bank Alc 5,50,000

(Being redemption of 5000 Debenture @ Rs.100 each at 10% premium)
A Company issued 10000, 10% debenture of Rs.100 each a discount of 10%

redeemable after 3 years at a premium of 10%. All debentures are fully subscribed and

pafd up.

Required: Journal for: i) At the time of issue

y’) At the time of redemption
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Solution: Journal Entries
Date |Particulars x LF | Debit(Rs,) | Credit(Rs)
() |Atthe time of issue of debenture:
Bank Alc (10000 x 90) : Dr. 9,00,000
Discount on issue of Debenture A/c (10000 x 10) Dr. 1,00,000-
Loss on issue of debenture A/c (10000 x 10) Dr. 1,00,000
To 10% Debenture A/c (10000 x 100) . 10,00,000
To Premium on redemption of debenture Alc (10000 x 1 0) 5 1,00,000

(it

(1is)

(Being 10000; 10% Debenture issued @ Rs.100 each at 10% discount)
At the time of redemption of Debenture:

Debenture A/c (10000 x 100) Dr. 10,00,000
Premium on redemption of debenture Alc (10000 x 10) Dr. 1,00,000
To Debentureholder A/c (10000 x 110) 11,00,000
(Being amount of Debenture due was transferred) §
Debentureholder Alc Dr. 11,00,000
To Bank Alc 11,00,000

(Being redemption of 10000 Debenture @ Rs.100 each at 10% premium)

. Wmaﬁmm(sy conversion into shares or new debentures):
mmmmmmmmwﬁ
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At the time of issue:

Debit

Debit :

: Old debenture Account Credit : Premium on conversion of debentlire A/c
Discount on conversion of debentur_q account C_redit 4 Debenturehplder Alc

At the time of conversion:

Debit
Debit

: Debentureholder Account Credit : New share Capital/Debenture Account
: Discount on issued of shares/ Debenture (new) |Credit : Premium issued of shares /Debenture

Calculation of Number shares in case of conversion of debenture into shares.

a.

Conversion at par:

Number of debenture conversion x (Par value of debenture)
Par value of shares + Share premium /- Share discount

Conversion at premium:

Number of shares =

Number of debenture conversion x (Par value of premium)
Par value of shares of shares + Share premium/- Share discount
Conversion at discount:

No. of shares =

Number of debenture conversion x [Par value of debenture — discount]
Par value of shares of shares + Share premium/— Share discount

No. of shares =

When debenture Is becoming due and transferred to debentureholders account

e JoumalEnfries - T
Date |Particulars ¥ S LF | Debit (Rs.) | Credif (Rs,)
(a) |Ifthe Debenture are due for conversion at par: :
Debenture Alc DRt ats xxx !
‘___ To Debentureholders Al s [ | o
(b) |{If the Debenture are due for conversion at premium: ] ‘
| Debenture Alc Dr. XXX
| Premium on redemplion of debenture Alc Dr. xxx'
; To Debentureholders Alc ! B
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(c) |If the Debenture are due for conversion at discount:
Debenture Alc Dr. XXX
To Profit on redemption of debenture Alc XXX
To Debentureholders Alc XXX

When conversion of debenture into new debenture or shares:
Journal Entries

Date |Particulars LF! Debit (Rs.) | Credit (Rs.)
(a) |If new Debenture or shares are issued at par:
Debentureholders Alc ¢ Dr XXX
To New debenture or shares Alc (If new Debenture or shares are issued) XXX

(b) |If new debenture or shares are issued at premium:
Debentureholders Alc Dr XXX
To New debenture or shares Alc (If new Debenture or shares are issued) XXX

To Premium on issue of shares/Debenture Alc XXX

(c) |If new debenture or shares are issued at discount:
Debentureholders Alc Dr| | XXX
Discount on issue of new debenture or shares A/c Dr XXX
To New debenture or shares A/c (If new Debenture or shares are issued) XXX

WA Company limited redeemed 5000, 9% debenture of Rs.100 each by converting it
into equity shares of Rs.10 each at par.
Required: Entries for the redemption of debenture by conversion

Solution: ) Journal Entries i
Date |Particulars ~_____|LF| Debit (Rs.) | Credit (Rs.)
9% Debenture Alc (5000 x 100) Or| | 500000
To Debentureholders Alc ! 5,00,000
(Being the amount due on debenture transferred to debentureholder Alc) }
Debentureholders Alc Dr. 5,00,000
To Equity share capital A/c (50,000 x Rs.10) ‘ } 5,00,000
: (Being 5000; 9% Debenture are converted into 50000 equity shares of Rs.10 each) ! | |

A Company Limited redeemed 5,000; 9% debenture of Rs.100 each which were
issued at par and redeemed at 10% premium by converting into equity shares of Rs.10

each at par.
Required: Entries for the redemption of debenture by conversion
Solution: et st JonmalEatnes s ) e bendl o 5 K
|y | Debit Credit
Date Particulars iLF] (Rs.) (Rs.)
9% Debenture Alc (5000 x 100) Dr.! 5,00,000
Premium on redemption of Debenture Alc (5000 x 10) Dr. § 50,000
To Debentureholders A/c (5000 x 110) | 5,50,000
(Being the amount due on 5000 Debenture transferred to Debentureholders Alc @ }
Rs.110 each) o A et |
Debentureholders A/c (5000 x 110) Dr.i | 550,000
To Equity share capital Alc (5500 x 10) | 5,50,000
(Being conversion of 5,000 Debenture of Rs.100 each into 5500 equity shares @ |
Rs.10 each) Pt i Y]

A Company Limited redeemed 5000, 9% debenture of Rs.100 each which were
issued at par with a condition of redeemable at 10% premium by converting into Equity
shares of Rs.10 each at 25% premium.

Required: Entries for the redemption of debenture by conversion
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Solution: Journal Entrles
LF Debit Credit
Date Particulars (Rl.) .)
9% Debenture A/c (5000 x 100) Dr. 5,00,000
Premium on redemption of Debenture A/c (5000 x 10) Dr. 50,000
To Debentureholder A/c (5000 x 110) 5,50,000
(Being amount due on 5000 debenture @ Rs.110 each is transferred to
debentureholder Alc)
Debentureholder Alc Dr. 5,50,000
To Equity share capital A/c (44000 x 10) 4,40,000
To Share premium A/c (44000 x 2.5) 1,10,000
(Being the issue of 44000 Equity shares of Rs.10 each at Rs.12.5 each on conversion
of 5000 Debenture)
5,50,000

Number of shares = 125 = 44000 shares

[EEITIEPE A Company Limited redeemed 9000; 15% debenture of Rs.100 each which were
issued at par, at a condition of redeemable at 10% premium by converting into equity
shares of Rs.10 each at 20% discount.

Required: Entries for the redemption of debenture by conversion

Solution: Joumal Entries
Debit Credit
Date Particulars LF (Rs) (Rs.)
15% Debenture A/c (3000 x 100) Dr. 9,00,000
Premium on redemption of debenture A/c (3000 x 10) Dr. 90,000
To Debentureholder A/c (3000 x 110) 9,90,000
(Being the amount due on 9000 Debenture @ Rs.100 each transferred to
debentureholder Alc)
Debentureholder Alc Dr. 9,90,000
Discount on issue of share A/c (123750 x 2) Dr. 2,47,500
To Equity share capital Alc (123750 x 10) 12,37,500
(Being the issue of 123750 equity shares at Rs.10 each at Rs.9.60 on conversion of
9000 Debenture)
9,90,000

Number of shares = 3 = 123750 shares

A Company Limited redeemed 3,000, the convertible 7% debenture of Rs.100 each -
which were redeemable at a premium of 25% by converting them into 10% debenture of
Rs.10 each issued at 20% premium.

Required: Entries for the redemption of debenture by conversion

Solution: Journal Entries
Da Debit Credit
te Particulars LF (Rs.) (Rs))
7% Debenture Alc (3000 x 100) Dr. 3,00,000f -
Premium on redemption of debenture A/c (3000 x 25) Dr. |- 75,000
To Debentureholder A/c (3000 x 125) 3,75,000
(Being 3000 Debenture due @ Rs.125 each s transferred to Debentureholder Alc)
Debentureholder A/c (3000 x 125) Dr. 13,75,000
To 10% Debenture A/c (31250 x 10) 3,12,500
To Premium on issue of new Debenture A/c (31250 x 2) 62,500
"|(Being conversion of Rs.3000, 7% Debenture of Rs.100 each into 31250; 10%
Debenture of Rs.10 each at 20% premium) b,

New number of Debenture = 3'7?'2000 = 31250 shares




TR Yy 4

WA Company Limited issued 1000, 15% redeemable debenture of Rs.100 each at a
discount of 10% five year before. This year, the company has decided to convert 500
redeemable debenture into ordinary shares of Rs.10 each at a premium of 10% and redeem
the remaining 500 Debenture at par.

Required: Pass journal entries to convert and redeem the debenture

Solution:’ Joumal Entries
Date Particulars LF l();: t)t c(:: )It

15% Debenture A/c (1000 x 100) Dr. 1,00,000
To Debentureholder Alc 1,00,000

(Being 1000 Debenture due @ Rs.100 each is transferred to debentureholder Alc)

When 500; 15% Debenture are converted into equity shares of Rs.10 each at 10%

premium: 50,000

Debentureholder A/c (500 x 100) Dr. 45,450
To Equity share capital Alc (4545 x 10) 4,545
To Share premium Alc (4545 x 1) 5
To Bank Alc

(Being conversion of 500; 15% Debenture into 4545 equity shares of Rs.10 at 10% premium)

Debentureholder Alc (500 x 100) Dr. 50,000
To Bank A/c (500 x 100) 50,000

(Being redemption of remaining 500 Debenture @ Rs.100 each at cash)

Number of shares to be issued = SOi(iOO = 4545 shares

mA Company issued 8000, 13% debenture of Rs.100 each at Rs.90 per debenture 7
years ago. Debentureholders were given an option to convert their holding into 15%
preference shares of Rs.100 each at 25% premium. A holder of 500 Debenture notified his
intention to convert his debenture into Preferences shares.

Required: Give journal entry for conversion of debenture into preference shares.

Solution: Joumal Entries
Debit | Credit
Date Particulars LF (Rs.) (Rs)
13% Debenture A/c (500 x 100) Dr. 50,000 -
To Debentureholder A/c (500 x 100) 50,000
(Being 500 Debenture due @Rs. 100 each transferred to Debentureholder Alc for
conversion)
Debentureholder Alc (500 x 100) Dr. 50,000
To 15% Preference share capital A/c (400 x 100) 40,000
To Preference share premium Alc (400 x 25) 10,000
(Being conversion of 500; 13% Debenture of Rs.100 each into 400; 15% Preference
shares of Rs.100 each at 25% premium)

TEES a1 AT AAADT EUAT HUTIADT fashraa
(Issue of Debenture as collateral/Security)
e AT FEAS A AEEATE O A T T | T Foory qawmn frepre e
FUTAETE WEEE o T THEAER SO FOCE e 9t | e o @ FRE
nﬂ@mmmﬁmﬁmﬁmwmm@wmwﬁm
AT GEASR ST O A fad Tafear df SHHaes @a: FOEEEAr 9o g T
e o TR R €9 | A TEE WOEEEH g¢ dieare oty Tel R, I
g TR B ¢
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F) A FY A G T T0F T ararn qww e REer Ierg T | I
fafesrr m Pﬂ@ AFHIAT 0T F.4,00,000/~ T <fir FIA €.¢,00,000/~
AVETH ST O ST TR STEEATHT ATACATTHT THHT G FSTar Qs qih-o-

Balance Sheet

P F—
Liabilities Amount (Rs.)|Assets Amount (Rs.)
Bank overdrafts collaterally secured by 5,00,000
an issue of debenture worth Rs. 8,00,000

@) FE SHHAH AT e T ForEsEeTs s TeTars ESIEe HeET T
Re—
m For instance, take above example and the journal entire is:

Solution: __Joumal Entries .
Date |Particulars LF| Debit Credit
(Rs.) (Rs.)
Debenture suspense Alc Dr. 8,00,000f -
To Debenture Alc 8,00,000
(Being debenture issued as a collateral security of bank over drafts) l
TGS e YD AT HUTHT forssTaa

(Issue of Debenture consideration other than cash)

FEAT YT FreRTET Tet Tear aRw o= WIS | 9fy ST g | Wy gt
@itz T, Al qur siemt @fe wHEr aft | Al SR s g AR SieTedT S
WREHT T8 9 JHATE TeaRsd A JANEH A FOgTsr FrepeT 9w | Teansd o=
A WA FOCTR WA QR T AT ST F ST aeet T 9w qieo |
g M TEIRN §5-

In the book of purchasing Company
Journal entries

S. No. [Particulars = : LF| Debit (Rs.) | Credit (Rs.)
1. |For Assets and Liability taken over:
Sundry Assets Alc Dr. XXX
Goodwill Alc (Balance) ] Dr. XXX
To Sundry fiability A/c XXX
To Vendor Alc XXX
BorgChmenstieove] . . o ol e
i OR
Sundry Assets Alc Dr. XXX
2 To Sundry liability Alc XXX
To Vendor Alc XXX
To Capital reserve Alc (Balance) 3 XXX
[Being Business taken over] L )
2. |For Paid to vendor:
'Vendor Alc Dr. XXX
{Debenture discount Alc Dr. XXX
| To......% Debentures Alc XXX
| ToDebenture premium Alc XXX
To Bank Alc XXX

i[Being paid to vendor by issuing debentures and balance in cash if any]
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3. |ForIssue of debentures on cash: ;
Bank Alc Dr. ‘
Debentures discount Alc Dr. § x|
To Debentures capital Alc |
To Debentures premium Alc I
Issue of debentures on cash] ’

A Company Limited issued 10000, 7% Debentures of Rs.100 each to punhase the
business of Z Company Ltd. The assets and liabilities are as follows:

XX%

Fixed assets Rs.8,00,000
Current assets Rs.6,00,000
Current liabilities Rs.3,00,000

The Company also issued 2000 shares of Rs.100 each with 10% discount.
Required: Journal entries
Solution: Joumnal Entries R R R
S. No. [Particulars "[LF Debit (Rs) | Credit (Rs.)
1. |For assets and liability taken over: ! i
Fixed assets Alc Dr. | 8,00,000]
Current assets Alc : Dr. | 6,00,000]
To Capital reserve Alc g i 1,00,000
| 3,00,000 .
10,00,000

|

To Current liability Alc ;
To Vendor Alc (Z Company Ltd.) .
[Being assets and liability taken over] !
2. |For payment made to Z Company Ltd.: ‘
Vendor Alc (Z Company Ltd.) Dralisl
To 7% Debentures Alc i
|

|

|

|

1
|
|
10.00.000%
| 10,00,000
[Being issued of shares to Z Company Ltd. for payment made)
3. |Forissue of shares on cash: .
Bank A/c (2000 x 80) Dr.
Debentures discount A/c (2000 x 10) Dr.
To 7% Debentures A/c (2000 x 100)
[Being issue of debentures on cash with 10% discount]
llustration — 34
A Co. Ltd. issued 3,000; 10% debentures of Rs.1,000 each at 5% discount, redeemable after
12 years at 10% premium.

Required: Entries for issue and redemption of debenture

;
180,000
20,000

| 200000

Solution: 7 Journal Entries A
i Debit | Credit
Date Particulars {LF (Rs.) (Rs.)
For Issue:
01/01/ |Bank A/c (3000 x 1,100) Dr. 33,00,000
first year | Loss on issue of debentures Alc (3000 x 50) Dr. 1,50,000
To 10% Debenture A/c (3000 x 1000) 30,00,000
To Premium on issue of debentures Alc (3,000 x 100) S 3,00,000
To Premium on redemption A/c (3000 x 50) ! 1,50,000
(Being debenture issued at premium and redeemable at premium) :
For Redemption:
31/12/12%{ 10% Debenture Alc Dr. 30,00,000
year |Premium on redemption Alc Dr. | 1,50,000
To Debentures holder Alc i 31,50,000
(Being debenture transfer to debenture holders account with premlum) |
31/12/12% | Debenture holders Alc Dr. | | 31,50,000
year To Bank Alc {7 31,50,000
(Being amount paid) ) |
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lllustration - 35

Transactions related to 10% debentures of Rs.100 each are as given below:

01/01/2011 : 5000 debentures issued at 5% discount
31/12/2015 : Redeemed 5000 debentures at par
Required: Entries for issuance and redemption of debentures

Solution: Joumal Entries
Debit Credit
Date . Particulars LF Rs.) Rs.)
For Issue:
01/01/2011 |Bank A/c (5000 x 95) Dr. 4,75,000
Debenture discount A/c (5000 x 5) Dr. 25,000
To 10% Debenture Alc 5,00,000
(Being debenture issued at discount)
For Redemption:
31/12/2015 | 10% Debenture Alc Dr. 5,00,000
To Debentures holder Alc 5,00,000
(Being debenture transfer to debenture holders A/c)
31./12/2015 | Debenture holders Alc Dr. 5,00,000
To Bank Alc 5,00,000
(Being amount paid)

A Company limited issued 2000, 10% debentures of Rs.100 each at a discount of 5%

redeemable at the end of 5 years at 10% premium.

Required: Journal entries for issuance and redemption of debentures

Solution: Journal Entries
Date Particulars_ LF ?}::'; ?g;d)“
For Issue:
01/01/1* |Bank Alc (2000 x 95) Dr. 1,90,000
year |Loss onissue A/c (2000 x 10) Dr. 20,000
Debenture discount Alc (2000 x 5) Dr. 10,000
To 10% Debenture Alc 2,00,000
To Prerhium on redemption A/c (2000 x 10) 20,000
(Being debenture issued at discount and redeemable at premium)
For Redemption: ¥ [
31/12/5* |10% Debenture Alc Dr. '2,00,000|
year |Premium on redemption Alc r. 20,000
To Debentures holder Alc 2,20,000
(Being debenture transfer to debenture holders A/c with premium)
31./12/5" | Debenture holders Alc Dr. 2,20,000
year ToBank Alc 2,20,000

(Being amount paid)

Illustration - 37

N Company Limited issued 5000, 10% debentures of Rs.200 each at 5% discount

redeemable at 5% premium.
Required: Entries for issuance and redemption of debentures

' 4
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Solution: Journal Entries iy
Debit | Credit
- i Yl @®s) | ey
a. |BankAlc Dr. 9,50,000 /
Discount on issue A/c (5000 x 10) Dr. 50,000
Loss on issue Alc Dr. 50,000
To 10% Debentures Alc (5000 x 200) 10,00,000
To Premium on redemption A/c (5000 x 10) 50,000
(Being issued 5000, 10% debenture of Rs.200 at discount of 5%)
b. |10% Debentures Alc Dr. 10,00,000
Premium on redemption Alc Dr. 50,000
To Debenturesholder's Alc 10,50,000
(Being redemption of 5000, 10% debentures of Rs. 200 at premium of 5%) |
c. |Debentures holder's Alc Dr. 10,50,000
To Bank Alc 10,50,000
(Being paid the value of debenture to debenturesholder's.)

lllustration — 38

A Company Ltd. issued 5000 10% debentures of Rs.100 each at
redeemed after 5 years at par. ;
Required: Journal entries for issue and redemption of debentures

10% premium to be

Solution: Journal Entries
Date ‘Particulars LF ?;:I)t ; (z;e:)'t
a. |BankA/c (5000 x 110) Dr. 5,50,000
To 10% Debenture A/c (5000 x 100) 5,00,000
To Premium on issue Alc (5000 x 10) 50,000
Being issued 5000, 10% debentures of Rs.100 each @ 10% premium)
b. |10% Debenture Alc Dr. 5,00,000
To Debentureholder's Alc 5,00,000
(Being amount made due of 5000, 10% debenture @ Rs.100 each.)
c. |Debentureholder's Alc Dr. 500,000
To Bank Alc 500,000

(Being amount of 5000, 10% debenture has been paid)

lllustration — 39
ABC Company Ltd. issued 10000, 10% debenture of Rs.20 each at 10% discount and
redeemable at 10% premium after 5 years.

Required: Entries for issuance and redemption of debenture

Solution: Journal Entries
Date |Particulars LF| Debit Credit
(Rs.) (Rs.)
a) |Bank A/c (10000 x 18) Dr. 1,80,000 |
Discount on issue A/c (10000 x 2) Dr. 20,000
Loss on issue Alc Dr. 20,000
To 10% Debenture A/c (10000 x 20) 2,00,000
To Premium on redemption A/c (10000 x 2) 20,000
(Being issue of 10000, 10% debentures of Rs.20 at 10% discount.)
b) 110% Debenture A/c (10000 x 20) Dr. | 2,00,000
Premium on redemption A/c (10000 x 2) Dr. 20,000
To Bank Alc ' 2,20,000

(Being redemption of 10,000 debentures at premium of 10%.)
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. B Company Ltd. issued 5000, 5% debentures of Rs.100 each at a discount of 10% to be
redeemed at a premium of 10% after 10 years.

Required: Journal entries for issue and redemption of debenture

Solution: Journal Entries A e
Date Particulars LF '(’,:,"f)' ?,'{f )"
a. (Bank A/c (5000 x 90) Dr. 4,50,000
Discount on issue Alc (5000 x 10) Dr. 50,000
Loss on issue Alc Dr. 50,000
To 10% Debenture A/c (5000 x 100) 5,00,000
To Premium on redemption Alc (5000 x 10) 50,000
(Being issue of 5000, 10% debentures of Rs.100 at 10% discount)
b. 110% Debenture A/c (5000 x 100) Dr. 5,00,000
Premium on redemption A/c (10000 x 10) Dr. 50,000
To Bank Alc 5,50,000
(Being redemption of 5000 debentures at premium of 10%.)

llustration ~ 41
A Company Ltd. issued 2000, 10% debenture of Rs.100 each at par to be redeemable after 3
years at a premium of 5%.
. Required: Entries for issue and redemption of debenture

Solution: Joumnal Entries
Date Particulars LF [("::E (:::d)[t
a. |BankAlc : Dr. 2,00,000
Loss on issue of debenture Alc Dr. 10,000
To 10% debenture A/c (2000 x 100) 2,00,000
To Premium on redemption A/c (2000 x 5) 10,000
Being issued 2000 debentures of Rs.100 each @ par)
b. {10% Debenture Alc Dr. 2,00,000
Premium on redemption Alc Dr. 10,000
To Bank Alc 2,10,000
(Being redemption of 2000 debentures at premium of 5%)
llustration - 4
A Company issued 10000, 10% debenture of Rs.100 each at 5% premium redeemable after
5 years.
Required: Journal entries for issuance and redemption of debenture
Solution: Joumnal Entries
Date Particulars LF ?;:i)t (i{:sd;t
a. [Bank A/c (10000 x 105) Dr. 10,50,000
To 10% Debenture A/c (10000 x 100) 10,00,000
To Premium on issue Alc 50,000
(Being issue of 10000, 10% debentures of Rs.100 at premium)
b. 110% Debenture A/c (10000 x 100) Dr. 10,00,000
To Bank Alc ; 10,00,000
(Being redemption of 10000 debentures at premium of 10%.)
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lllustration - 43
A Company Ltd. issued 2000, 10% debenture of Rs.100 each at par to be redeemable after 3
years at a premium of 5%. '
Required: Entries for issue and redemption of debenture

Solution: Journal Entries
¢ | Debit Credit
Date Particulars LFE (Rs.) Rs)
a. |BankAlc Dr. 2,00,000
Loss on issue of debenture Alc ; Dr. 10,000
To 10% debenture Alc (2000 x 100) 2,00,000
To Premium on redemption A/c (2000 x 5) 10,000
(Being issued 2000 debentures of Rs.100 each @ par)
b. {10% Debenture Alc Dr. 2,00,000
Premium on redemption Alc Dr. 10,000
To Bank Alc 2,10,000
(Being redemption of 2000 debentures at premium of 5%)

lllustration — 44
Honda Company Ltd. issued 5,000; 10% redeemable debentures of Rs.1,000 each at 5%
discount, redeemable after three years at 10% premium
Required: Journal Entries for issue and redemption of debenture

Solution: JoumalEntrles = = A
Date Particulars ! :; ?::'; 1_‘;;;)“__
On Issue of Debentures: .
a. |Bank Alc (5000 x 950) Dr. 47,50,000 G2
Discount Alc (5000 x 50) Dr. 2,50,000
Loss on issue of debenture A/c Dr. 80,000 f
To 10% Debenture Alc i 50,00,000
To Premium on redemption Alc 5,00,000
(Being issued 5000, 10% debentures of Rs.1,000 @ Rs. 950.) i
On Redemption of debentures: i
b. |10% Debenture Alc Dr. | |50,00,000
Premium on redemption Alc Dr. | | 5000001
To Bank Alc (5000 x 1100) | | 55,0000
(Being redemption of 5000, 10% debentures of Rs.1,000 @ Rs.1,100.) i |

(llustration -4
A Company Ltd. issued 10000, 10% debenture of Rs.10 at 10% discount redeemable at 10%
premium after 5 years.

Required: Entries for issue and redemption of debenture

Solution: i Joumal Entries L AR
{ Debit | Credit
Date Particulars 5 LF (Rs) | (Rs)
a. (BankAlc Dr. 90,000
Discount on issue Alc (10000 x 1) Dr. 10,000 |
Loss on issue of debenture A/c (10000 x 1) Dr. 10,000 |
To 10% debenture A/c (10000 x 10) | 1,00,000
To Premium on redemption A/c (10000 x 1) | 10,000
(Being issue of 1000, 10% redeemable debenture of Rs.10 at discount of 5%) ]
b. [10% Debenture Alc Dr.| | 1,00,000|
Premium on Redemption A/c (10000 x 1) Dr. 10,000 |
To Bank Alc | 1,10,000
(Being redemption of 1000 10% redeemable debenture of Rs.10 at premium of 10%) :
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R\ dafeas WvEe (Theoretical Questions)

¥ FT JHRE® ATET THEIY | (Explain the types of debenture).

woney [ FUTGAHT IY AGIE, | (Write the meaning of redeemable debenture).

3. uRada ForgEer aref TR, | (Write is brief the meaning of convertible debentures).
4,

FO YT & THES 7 THH FY geaer Rriiwares aeqerd |
(What do you understand by debenture? State any two features of debenture).

/

X JARTHS WWe® (Numerical Problems)
Issue of Debenture at lump sum basis
Issued at par:

Shree Ganesh Company Ltd. issued 2000, 7% debentures of Rs.100 each at par.
\_——Required: Journal entri¢s

Issued at Premium:

Shree Krishna Company Ltd- issued 5000, 8% debentures of Rs.100 each at 10%
premium. T
Required: Journal entries

Issued at Discount:

Sunder Company Ltd. issued 7000, 12% debentures of Rs.1,000 each at 10%
discount.

Required: Journal entries

Issue of Debenture at Installment Basis
Issued at par:

X Company Ltd. issued 3000, 7% debentures of Rs.100 each at par. The amount
payable as follows: 35

w4

On Application Rs.40
On Allotment Rs.30
On First and final call Rs.30

All debentures are fully applied and allotted. All the money was duly received.
Required: Journal entries for: Application, allotment and First and final call

Issued at Premium: o

Z Company Ltd. issued 1000, 9% debentures of Rs.100 each at 5% premium as
follows: : ,
On Application Rs.40
On Allotment Rs.30

Balance on first and final call
All debentures were applied and allotted. All the money was duly received.
Required: Journal entries for: Application, allotment and First and final call
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Issued at Discount:

A Company Ltd. issued 2000, 6% debentures of Rs 100 each with 10% discount

the amount payable as follows:

On Application Rs.30
On Allotment Rs.40
Balance on first and final call

All debentures are applied and allotted and all money duly received.
Required: Journal entries for: Application, allotment and First and final call

Redeemable Debentures:

// Following conditions of debentures are given to you: :

a) “”A Company Ltd. issued 1000, 7% debentures of Rs.100 each at par and redeemable at par.

b) B Company Ltd. issued 2000 , 8% debentures of Rs.100 each at par and redeemable
at 10% discounts.

¢) X Company Ltd. issued 3000, 7% debentures of Rs.100 issued at par and redeemable
at 10% premium.

Required: Journal entries for issued and redemption of debentures

[Ans.: Amount paid to debenture holders: (a) Rs.1,00,000; (b) Rs.1,80,000; (c) Rs.3,30,000]

The following conditions are given to you:
} X Company Ltd. issued 2000, 7% debentures of Rs.100 each at 10% .discount and
redeemable at par.
b) Y Company Ltd. issued 3000, 9% debentures of Rs.100 each issued at 5% discount
€~ and redeemable at 10% discount.
¢) A Company Ltd. issued 5000, 8% debentures of Rs.100 each at 5% discount and
redeemable at 10% premium.
Required: Journal entries for issued and redemption of debentures
[Ans.: Amount paid to debenture holders: (a) Rs.2,00,000; (b) Rs.2,70,000; (c) Rs.5,50,000]
The following different conditions are given to you:
a) A Company Ltd. issued 1000, 12% debentures of Rs.100 each at 10% premium and
redeemable at par. .
b) B Company Ltd. issued 2000, 13% debentures of Rs.100 each at 5% premium and
redeemable at 10% discount.
::)/ X Company Ltd. issued 5000, 9% debentures of Rs.100 each at 5% premium and
redeemable of 10% premium. s ’ :
Required: Journal entries for issued and redemption of debentures
[Ans.: Amount paid to debenture holders: (a) Rs.1,00,000; (b) Rs.1,80,000; (c) Rs.5,50,000]
Following conditions are given to you:
a) A Company Ltd. issued 2000, 7% dcbentures of Rs.1,000 each at par and redeemable
.~ atpar. e
b) Confipany Ltd. issued 3000, 9% debentures of Rs.1,000 at 10% discount and
redeemable at par.

¢) Y .Company Ltd. issued 4000, 7% debentures of Rs.1,000 each at 10% premium and
v~ rédeemable at par.

%
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d)
€)

)

Z Company Ltd. issued 5000, 9% debentures of Rs.1,000 at 10% premium and
redeemable at 5% premium.

Ram Company Ltd. issued 7000, 8% debentures of Rs.1,000 each at 10% discount and
redeemable at 5% premium.,

Sita Company Ltd. issued 9000, 12% debentures of Rs.1,000 each at 10% premium
and redeemable at 10% discount.

Required: Journal entries for issued and redemption of debentures

[Ans.: Amount paid to debenture holders: (a) Rs.20,00,000; (b) Rs.30,00,000; (c) Rs.40,00,000;
(d) Rs.52,50,000; () Rs.73,50,000; (f) Rs.81,00,000]

Following conditions are given to you: ﬂ\s
ot a) A Company Ltd. issued 2000, 7% debenture of Rs.100 each at Rs. 90 and redeemable

offer 5 year at Rs.110.

b) A Company Ltd. issued 3000, 7% debentures of Rs.100 each at Rs.110- and
redeemable at Rs.90. ;

¢ A Company Ltd. issued 4000, 9% debentures at Rs.100 each at Rs.105 and
redeemable offer 5 year at Rs.110.

d) A Company Ltd. issued 5000, 8% debentures of Rs.100 each at par and redeemable at

Rs.110.

Required: Journal entries for issued and redemption of debentures

[Ans.: Amount paid to debenture holders: (a) Rs.2,20,000; (b) Rs.2,70,000; (c) Rs.4,40,000; (d) Rs.5,50,000]

Conversion -
SOl The following transaction of conversion are made available:

a)
b)

<)

A Company Ltd. issued 5000, 12% debentures of Rs.100 each at par these debentures
converting are them into equity shares of Rs.10 each at par.

A Company Ltd. issued 6000, 13% debentures of Rs.100 each par. These debentures
were converting into equity shares of Rs.10 each with 20% premium.

X Company Ltd. is converting 4000, 7% debentures of Rs.100 each redeemable with
10% premium into equity shares of Rs.100 each at 20% discount.

Required: Journal entries for conversion of debentures

[Ans.: No. of shares (a) 50000 shares; (b) 50000 shares; (c) 5500 shares)]

eESINIRE  Following transaction are given to you:

a) A Company Ltd. is converting 1000, 7% debenture of Rs.100 each at 10% discount
into 12% preferences shares of Rs.100 each at 20% premium.

b) X Company Ltd. is converting 4000, 18% debentures of Rs.100 each with 20%
premium into equity shares of Rs.100 each at 20% discount.

¢) A Company Ltd. converting 5000, 12% debentures at Rs.100 each at 25% premium
into equity shares at Rs.100 each at par. '

Required: Journal entries for conversion of debentures )

[Ans.: No. of shares: (a) 750 shares; (b) 6000 shares; (c) 6250 shares]
A Company Ltd. issued 5000, 12% debentures of Rs.100 each at 10% discount

and redeemable at 5% premium.
Required: Journal entries for issued and redemption of debentures

[Ans.: Loss on issued Rs.75,000 and Amount paid to debenture holder Rs.5,25,000)
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A Company Ltd. issued, 10000, 9% debentures of Rs.100 each at par and
redeemable at 10% premium.

Required: Journal entries for issued and redemption of debentures
[Ans.: Loss on issued Rs.1,00,000 and Amount paid fo debenture holder Rs.11,00,000]
A Company Ltd. is converting 15000, 7% debentures of Rs.100 each at 10%
premium into equity shares of Rs.10 each at 20% premium.

Required: Journal entries for conversion of debentures :
[Ans.: No. of shares 137500]
[Ans.: No. of shares:16000]
A Company Ltd. converting 20000, 9% debentures of Rs.100 each at 10%
discount into equity shares of Rs.10 each at 25% premium.
Required: Journal entries for conversion of debentures [Ans.: No. of shares:144000]
A Company Ltd. purchased the business of B Company Ltd. The assets and
liabilities of B Company Ltd. is as follows: .

Plant and Machinery = Rs.4,00,000 Land and building Rs.2,00,000
Furniture Rs.6,00,000 Stock Rs.4,00,000
Sundry creditors " Rs.3,00,000 Bank loan Rs.5,00,000
The purchase price is discharge by issuing 10000, 12% debenture of Rs.100 each at 10%
premium.
Required: Journal entries [Ans.: Purchase consideration Rs.11,00,000 and Goodwill Rs.3,00,000]

Journalize the following transaction relating to debenture for issued and redemption:
a) A Company Ltd. issued 1000, 10% debentures of Rs.100 each at par and redeemable
" at par.
[Ans.: Amount paid to debenture holder Rs. 1,00,000]
b) A Company Ltd. issued 2000, 8% debentures of Rs.100 each at par and redeemable at
10% discount. Yoot
e [Ans.: Amount paid to debenture holder Rs.1,80,000]
c) A Company Ltd. issued 3000, 4% debentures of Rs.100 each at par and redeemable at
10% premium.
T [Ans.: Amount paid to debenture holder Rs.3,30,000]
d) A Company Ltd. issued 4000, 7% debentures of Rs.100 each at 10% discount and
L~ redeemable at par.
[Ans.: Amount paid (o debenture holder Rs.4,00,000]
e) A Company Ltd. issued 5000, 12%, debentures of Rs.100 each 10% discount and
redeemable at 5% discount. ; i
- [Ans.: Amount paid to debenture holder Rs.4, 75,000]
f) A Company Ltd. issued 6000, 13%, debenture of Rs.100 each at 5% discount and
redeemable at 10% premium. £
[Ans.: Amount paid to debenture holder Rs.6,60,000]
g) A Company Ltd. issued 4000, 12% debentures of Rs.100 each at 10% premium and
~—— redeemable at par. A

[Ans.: Amount paid to debenture holder Rs.4,00,000]
h) A Company Ltd. issued 5000, 13% debentures of Rs.100 each at 5% premium and
redeemable at 10% discount.

[Ans.: Amount paid to debenture holder Rs.4,50,000]
(



qo% wradlt danfufy

i)

A Company Ltd. issued 6000, 15% debentures of Rs.100 each at 10% premium and
redeemable at 15% premium.
[Ans.: Amount paid to debenture holder Rs.6,90,000]

SRl  The following debentures conversion related transactions are given; you are
required to pass the journal entries for conversion of debentures:

i)

ii)

vi)

vii)

viii)

A Company Ltd. issued 4000, 9% debentures of Rs.100 each. These debentures were
converting at par into equity shares of Rs.100 each at par.

[Ans.: No. of shares 4000]

A Company Ltd. issue 4000, 7% debentures of Rs.100 each at par. The Company is

converting these debentures at 10% premium into equity shares of Rs.10 each at 10%

premium.

[Ans.: No. of shares 40000]

A Company Ltd. issued 5000, 14% debentures of Rs.100 each 10% discount. These

debentures are converted with 10% discount into equity shares of Rs.10 each with

20% discount.
i [Ans.: No. of shares 56250]
A Company Ltd. issued 6000, 13% debentures of Rs.100 each at 10% premium. These
debentures were converted at par to equity shares of Rs.10 each with 20% discount.

[Ans.: No. of shares 75000]

A Company Ltd. issued 12000, 9% debentures of Rs.100 each of 10% premium. The

company decided to convert these debentures at par into equity shares of Rs.10 each

at 20% premium.
[Ans.: No. of shares 100000]
Welcome Company Ltd. issued 3000, 11% debentures of Rs.100 each at par. These
debentures were converting at 10% discount in to equity shares of Rs.10 each at par.

[Ans.: No. of shares 27000]

N Company Ltd. issued 4000, 12% debentures of Rs.100 each at 10% discount. The

Company decided to convert these debentures at 5% discount into equity shares of

Rs.10 each at 25% premium.

[Ans.: No. of shares 30400]

A Company Ltd. issued 10000, 12% debenture of Rs.100 each at 10% premium. These

debentures were converting at 20% premium into equity shares of Rs.10 each with

20% discount.
[Ans.: No. of shares 150000]
A Company Ltd. issued 12000 debentures of Rs.100 each at par. These debentures
were converted at 10% premium into equity share of Rs.10 each at par.
[Ans.: No. of shares 132000)

fasieje)



