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Q 2. Esteem Ltd. made the fo]lowmg issue of dehentureq in May 2012:

(#) 2000, 11% debenture ofX100 each was issued toa creclilor who suppliéd-
a machine for ¥1,80,000. R A Y

(n) 3000, 11% debentures of ?100 each ata premlum of 5%

(iif) 1000, 11% debentures of ? 100 cach m the Bankers as cullateral secﬁﬁty_-
- for a loan of 70,000. S i

Pass _]uurnal entnes to record the above trausachons m the Books of I;steem
Ltd. Bl - [June 2013, 4 Marks]
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Journal Entries
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Bank Lean raised | g——— -

Q. 8. Wuaw 1, 2004 Vardhaman Ltd. allotted 20,000, 9% Debentures of
\? 100 each at par, the totalamount havingbeenreceived ar—cr with apphcatmns

B ey

(1) On 1st Feb., 2005 the Company purchased in the open market 2, 2,000 nf
 jts own debentures @ I102 each and cancelled them immediately. '

'@On 1st January, 2008 the Company redeemed at per debentures for'
3 : ive

3,00,000 by draw of a lot:

- (3) On 1st June, 2010 the Company purchased debentures of the face value-
- 0£%2,00,000 for¥1,97,800 in the open market held them as inv estments'_

- for one year and then cancelled them.

. e el 2 A
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TANATANNG

1.46 SECTION A : CORPORATE ACCOUNTING

(4) Finally, as per resolution of the Board of Izirccturs, the remaj _
debentures were redeemed at a premium of 3% on 1st Feb., 2014 wheq
Securities Premium Account in the company's ledger showed a balance
of 50,000,

Pass journal entries for the above mentioned lransa_ctinns ignoring
dcbentures redemption reserve, debenture-interest and interest on own
debentures. ' : [June 2014, 10 Marks]

Ans.
In the books of Vardhman Ltd.

Journal Entries

Date . Particulars Debit (T) | Credit ()

01.01.2004 | Bank Alc | Dr.| 20,00,000
To Debenture Application and Allotment A/c 20,00,000

(Being amount received on issue of 20,000,
9% debentures @ T 100 each).

01.01.2004 | Debenture Application and Allotment A/c Dr. | 20,00,000

To 9% Debentures Me . 20,00,000
(Being Allotment of 20,000, 9% Debentures
Z100 each)
01.02.2005 |Investment in Own 9% Debenture Alc Dr.| 2,04,000
To Bank Alc ) 2,04,000
(Being, own debenture purchased) . ——
01.02.2005 | 9% Debenture Ale Dr.| 2,00,000
Loss on Cancellation Ale Dr. 4,000
* To Investment in Own 9% Debenture Alc 2,04,000
(Being own debenture cancelled)
01.01.2008 |9% Debenture Alc Dr.| 3,00,000 I
To Debenture Redemption Ajc 3,00,000

(Being, Amount due on redemption of
debentures of T 3,00,000)

01.01.2008 | Debenture Redemption Alc Dr.| 3,00,000
To Bank Afc _ 3:00'000
(Being, Amount paid on redemption of
debentures of 3,00,000)
01.06.2010 | Investment in Own 9% Debenture Alc Dr.| 1,97,800
To Bank Alc o 1,97.800

(Being, own debenture purchased, of (]
g , 1e fa
. value ol 2,00,000 for 7 1,97,800) e
01.06.2010 9% Debentures Ale Dr.| 2.,00000 i
To Investment in Own 9% Debenture NL; o I-QT‘W

To Profit on Cancellation of own Deben- 2
ture Afe o

(Being cancellation of own debenture) /

T

Scanned with CamScanner



MOD. | : ACCOUNTING OF SHARES AND DEBENTURES

Scanned with CamScanner

1.47
S bPate | Parficulais | | Debii @) | Credit ()
01.06.2010 Proﬁt on cancellatlon of Own Debenture
Alc Dr. 2,200
To Capital Reserve A/c 2,200 |
(Béing, transfer of profit on cancellation of
own debentures to capital reserves) :
01.2.2014 9% Debenture A/c Dr.| 13,00,000
Premium on Redemption A/c Dr.| 39,000 |
To Debenture Redemption Alc 13,39,000
(Being the amount due on redemption of 9%-
; | Debenture at a premium of 3%)
01.2.2014 Debenture Redemption A/c Dr.| 13,39,000
: To Bank A/c 13,39,000
(Being, Payment on redemptlon of debentures) |
01.2.2014 Secuntles Premium A/c Dr. 39,000
: 1o Premium on Redemption A/c 39,000
(Being, utilisation of a part of Securltles
Premium A/c to write off premium paid on
redemption of debentures)

)




j'Q 14. Mogari Lmuted has 10% Redeemable Preference share capital of
330,00,000 consisting of T 10 shaves fully paid up. The company wants to re-

deem these s shares at 25% premium. The ledger accounts show the fﬂllowmd
balances:

Securmes prennum T 1 00, 000
General Reserve 713,00,000; and
Pmﬁt & Loss Account (Cr.) ¥7,00,000

In order to facxhtate the redemptlon of preterence shm es, the company-
declded the followmg

l 1,20,000 Equ1ty ahafec; of T10 each were 1ssut,d at 50% premium
2 10, 000, 12% Debenture of 2100 each were lssued at par.
3 Investments of book valuf: ¥5,00,000 were sold at 5,60, 000.

Pass the: necessary JOU!‘XM] fmtmes fo recmd dbove tl:“’lnSilCt!t)nS zmd rede;mp-
tion of preference qhares. SRl e i Deé. 2014 ‘8 Marks]

Ans.

() RIRVIAY §.‘._§R\...wm“....‘...,.,...._..u

In the books of Mogari Ltd.
Journal Entries

Particulars Debit ) | Credit }) |
-B'mkA/c i e Ty Dr.| 28.00,000

To Equity Share Appllcatlon Alc 18,00,000
To Debenture Alc . _ 10,00,000

. (Apphcatxon money ;ecen ed on 120,000 equity shares
|@% 15 per share and on 10, 000 debentm es @10 each)

Scanned with CamScanner



Q. 15. On 15t January 2009, Ric
:;'JFHOO mt;,:h bearing interest at 12% pey annum. One of the ¢
188ue was Lhat the debeniures could T seesl o e 51 v 5 oy
b any nures could be redeemed by giving six mont] g
by allotment of pref B
s avotment of preference shares arillc . ot . e . Ty
:_thir‘m of debenture Iy o ():: ‘i-"_ (ﬂxdfm_. nlher' debentures i’tcﬂ.’.‘ﬂrdl_ng_l _
by allotment of g9, p,.clscmmm %lf] -'-'-Prilf 3()14 ¢ither by payment In cas?

PHATES of 2100 each atr 2125 per share of 52

allotment of 139, ¢

Ny N A7 Second De | "

Holdersof 4 0 !watums accepted the o 0 t._.;te;h._;i!. T96 per dt‘:hh
800 debentypeg aceepted th 1@ offer of the Pre ference Share @7

and the rest dei;

ki Aemanded oo

st O(iluh(m 2014, ¢ Ld_ulhh. R_(:dem_ tion of d; e it
_ , Plion of de entures was complete

to reden

ha Limited issued 10,000, 15 year Debentur®s
e ser 3 years, at a premiam of 10%, ¢ither by payment in ﬂht::

ral st
it SRR
ok AR ]
S
. 2

L e

dthe offer of the 13% Second Deben do

St sve J¢ 1.
Iption, 'f’“““-"' “Nries Lo record eh.. . ' R

R N - fptige e R TRCOTd the transactions, relatd
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Ans.

MOD. 1 ACCOUNTING OF SHARES A

In the books of Richa Lid,

Journal Entries

ND DEBENTURES

1.55

AP wtk.,ul.xr-s_ -

01.10.2014

6% I)chcmm ‘s NL e

Debit 7) |

R Y

Credlk (?) |

Dr.
Premium on Redemption of Debentures Ale Dr.

To Debenture holdery Ale

(Amount due for redemption of 1,000 6%
Debentures at i premium of 4' 0)

01.10.2014

10,00,000
1,00,000

11,00,000

Debenture ]mlcl(, rs Ale Dr,

To 8% Preference Share Capital Alc

To Securities Premium Ale

(Conversion of amount payable on 4,000 12%
Debentures into 3,520 8% Preference Shares of
100 cach at a premium of 25%,)

4,40,000

'3,52,000
83,000

01.10.2014

Debenture holders Ale Dr.

Discount on Issue of Debentures Alc Dr,

To 7% Sccond Debentures Ale

(Conversion of amount pavable on 4800 12%
Debentures into 5500 1

3% Second Debentures
at a discount of 4%.)

5,28,000

22,000

5,50,000

l01.10.2014

Debenture holders Afc
To Bank A/c
(Holders of 1200 129 Debentures paid off incash)

Dr.

1,32,000

1,32,000

01.10.2014

Securities Premium A/c Dr.
Profit & Loss Alc ' Dr.

To Premium on Redcmptmn ot Deben-
tures A/c

To Discount on Issue of Debentures Alc
(Premium on Redemption of Debentures and

Discount on issue of Debentures written off),

88,000
34,000

1,600,000

22,000

@®NNYIUX VL

Working Notes:

- (1) No. of 8% Preference Shares issued = (4,000 x 1 10)/125 = 3,520 Sharu,

(2) No. of 13% Second chcnturcslssuc.d (4,800 x l]())/% 5,500 New Debentures.

e R A ey i P
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|0, 21, The following balances were shown in the Halanw %hem ¢,f hnuku!a
Hmimd as at 3160 March, 201%. _

ﬁ,ﬂi‘i 000 Hauity H‘!mmn ol ’?m mu..hlully pam “l‘i T - m} o6 imﬂ-
\ ‘iii,ﬂﬂﬁ #% l'rﬁl@wnw ‘%hm;u c)l '&"wﬂ mu.}t m: p,ﬂd lip 41') f}ﬁ 000
\ (m;ﬂm‘! Rewerve i

. 35,00,000

--'“'\-...

A S A A L s L T R T e,
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MOD. 1 : ACCOUNTING OF SHARES AND DEBENTURES 161
:(;enera‘[ Reserve - 80,00 Gﬁﬂ_
’Secumies Premium L '?D 00,000
:i'mfit & Loss Account - 52,00,000
-12% Debentures 10, (}0 000
;Non»Cumcm Investment at cost 63,[}0,_0{){1
"pash and Bank 92,00,000

Additi(mal Information:

@335 per share. For this purpose,
_ for T28 lakhs.

_.(ni) Included in its investments were ‘Inve

3 (1) _The company passed a resolution to buy-back 204

¢ of its equity r:'ipital
it sold its investments of T30 lakhs
u) The company redeemed the preference shares at a premium of 25%.

stments in own debentures’
costing 10 lakhs (hce value ¥11.50 lakhe) These debcnturm were

You are reqmred to paes necessary Joumal cmrics in the books of the com-

| (Being nedempuon of preference share capital at

pany for above, [June 2016, 10 Marks]
Ans,
In the books of Anukula Ltd.
Journal Entries
" ® in Lakhs)
 Particulars o _De“bi_t_‘- Cretht
Bank A’c Dr. 28
Profit and Loss Alc Dr. 2
: To Investment Afc 30
(Being investment sold for the purpose of buy-back of
Equity Shares) :
Preference Share Final Call Afc Dr. 10
To 8% Preference Share Capital A/c 10
(Bemg final call money due)
Bank A/c Dr. | 10
To Preference Share Final Call A/c 10}
| (Being call money received) , _
| 8% Preference Share Capital Alc Dr. S0
~ | Premium on Redemption of Preference Shares A/c Dr. 12.50
- To Preference Shareholders A/c 62.50

i mmmm of ”5 . )

A 2 A o e P B A AR A AT Y

HNNY X Vi
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TAXMANNG

SECTION A : CORPORATE ACCOUNTING

A}

T Particulars

Preference Shareholders Ac - D
To Bank A/c

(Being payment made to preference sharcholders)

-'n'-e*m-
B

Dr.

62.50

GCI'ICI al Reserve Alc Dr.
To Capital Redemption Rmcrw, Alc
(Being creation of capital redemption reserve for

nominal value of shares bought back and preference
shares redeemed)

66

Equity Share Capital A/c
Securities Premium Alc
To Equity Shares Buy-back A/c

(Being the amount due on buy-back of equity shares)

D1
Dr.

16
40

Equity Shares Buy-back A/c
To Bank A/c

(Being payment made for buy-back of cquxtv shares)

Dr.

12% Debentures A/c Dr.
To Own Debentures A/c

To Capital Reserve Ac (Profit on cancellation)
(Being own debentures cancelled at profit)

11.50

e s =
Securities Premium A/c D

To Premium on Redemption of Preference
Shares Alc

(Being premium on redemption of preference shares

~ dinc1nd throneh securities pl‘enﬂ}lm)
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Q.23.A comparw had 16, 000 12% Debentures of 100 each m:tstmxdmg as
-}an 1st April, 2015, redeemable on 31st March, 2016, On that day, Sinking |
fund was ? 14,98,600 represented by 2000 own debentures purchased at the
'nvérage price of T99 and 9% 5t(){.k}1 facg mlue of £13,20, O{Jﬁ The annuai,

insmlment was T 56,800. |
On 31st March, 2016 111& im*esimc,ntq were rt*ahzed at Y98 and Lhe debcn!ums

were redeemed .
Ynu are required to prepare 17% Deb«.ntures Account and. Debenmr&
Rademption Sinkmg Fund Accﬂunt far the year ending 31st March 2016. |
- Tl B s e [fmze 2017, 9 iﬁr

Anﬁu I 1
Dr. | . 12% DLBENTURLS ACCOUNT Cr.

Particulars ot Am(mnt ® |  Particulars W&mmtgt(%) 1o
To Own Debentures Ah‘, 2,00, ()UO B_y B:_tl‘mu. b/d ' 16.00.000 |
To Bank A/lc 14,00,000 P ke o |

W o s e e 1600000_' il o e ___16,00,000

i LT Y CT ER R O S pe—
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TAXMANNG-

1.64 SECTION A CORPORATE ACCOUNTING
Dr. DEBENTURES REDEMPTION SINKING FUND ALL()UNI Cr.
‘ T Particulars | ~ Amount (3) Particulars e Amount g_
| To 9% Stock Alc (Loss) 6,400 | By Balance bid 1 14,9800
To General Reserve Alc 16,93,200 | By Prolit & I 088 Alc 56,800
Eulancing Figure) e
Ry Inluul on Hinkrlm [,42,800
Fund Afc n-
| 5y Own Debeninres Ve | 20
| 16,99,600 L 1699600
Working Notes: -
(i) Amount of 9% Stock as on Ist April, 2015:
Sinking Fund Balance as on Ist April, 2015 T 14,98,000
Less: Own debentures T(1,98,000)

T 13,00,000
(/i) Sales value of 9% Stock = (% 13,20,000R 100) x T 98 = T 12,93,600

Loss on 9% Stock = 13,00,000 - 12,93,600 =% 6,400
(iif) Interest credited to Sinking Fund = (¥ 13,20,000 < 9%) + (¥ 2,00,000 x 12%)

=%31,42,800
Q. 24, The following is summarized l)alancc Shect of IFEIWI:t_dH ;tshx;n 3lsl
March 2017: :

Equity & liabilities i ¢ T ? o
Share Capital: Fixed Assets 15,00,000 | - |
‘Equity Share_s of 310 Less: Depreciation 13,75,000] &

‘| each fully paid up 15,00,000 | (1,25,000) A apd &

| 9% Redeemable Pref. | Tavéntienta . LR LT AR ‘ g

| Shares of ¥100 each R ; “"I 5 20,00,000 :
Fully paid up 10,00,000 ash at Bank L 5

(Issued 2 months back
for the purposes of buy
| back)

Reserve & Surplus;

| Capital Reserve 5,000 |

| Revenue Reserve 20,00,000

: _'Securities Premium 2,50,000

Profit & Loss Account - | 9,00,000

| Secured Loans: e s

| 10% Debentures 200000

__CurmntL:abihtlesand Bt I A

: -'provisions 2 0,000 ‘_
15875000 T
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MOD. 1 : ACCOUNTING OF SHARES AND DEBENTURES 1.65

(i) The company passed a resoly

‘ | tion to buy back 20% of its equity capital
@315 per share. For this purpose, it sold its investments of ¥ 30 lakhs
for 725 lakhs. :

(i) The company redeemed the

preference share at a ium of 10% on
Ist April, 2017. A p

(iii) Included in its investments were jny estments in own debentures costing
11,50,000 (face value 71 65,00

0). These debentures were cancelled on
Ist April, 2017.

'mu are requlred to pass necessary journal entries on 01.04.2017. '
S Sl [Tune 2017, 10 Marks]

Ans.
‘ In the books of JEEL Ltd.
Journal Entries
 Particulars * Debit Credit
i e e Bl ‘ ) ).
Bank A/c Dr.|  25,00,000 |
Profit and Loss Alc Dr. 5.00.000
To Investment A/c 30.00.000
(Being investment sold for the purpose of buy-back of
Equity Shares)
Preference Share Capital A/c Dr.i  10,00,000
Premium on Redemption of Preference Shares Alc Dr. 1,00,000
To Preference Shareholders A/c 1,00,000
| (Being redemption of preference share capital at
premium of 10%:.)
Preference Shareholders Alc | Dr. 11,00,000 \
To Bank Alc - 22 11,00,000
(Being payment made to preference shareholders)
Revenue Reserve Afc Dr}  10,00.000
‘ To Capital Redemption Reserve Alc 10,00,000
(Being creation of capital redemption reserve for
| nominal value of shares bought back and preference
shares redeemed)
Equity Share Capital A/c - _ Dr. 3.00.000
Securities Premium Alc ' . Drf . 150,000
To Equity Shares Buy-back Afc 4,50,000
(Being the amount due on buy-back of equity shares)
Equity Shares Buy-back A/c Dr.|. 450,000
To Bank A/c " Hhatdon
(Being payment made for buy-back of equity shares)

Scanned with CamScanner
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1.66

10% Debentures Afe
To Own Debentures Afe
To Capital Reserve Ale (Profit on cancellation)
"(l:iqi_:};__z_, OWn debentures cancelled at profit)

B P R——

Sccurities Preminom AJe

(Being premivum on vedemption of preference shares
adjusted through securities premium)

e e o 1 D i b e i

i e e i i e Sy e

SECTION A CORPORATE ACCOUNTING

P B e e b g3 R e g SV B e i o o T PSR ———

F.65,000

Pt e, o T . S 8 R, P i e e et e

1,00,000 |
To Premium on Redemption ol Preference Shares Alc 8 |

T

1,50,000
15,000

e TP I L YA i

[ 00,000 |

e e A B e e

et et L S T T S —

3 € L i P i e T R
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Q. 28. SAKET Ltd. recently made a public issue in respect of which the fol-
lowing information is available:

& No.of partly convertible debentures mam.d 1,00,000; f‘lee va]uu e and issue
price of T100 per debenture.

¢ Convertible portion per debentm*e 80%, date of conv tr\l()li-{}n expiry
of 7 months from the date of closing of issue. _

® Date of closure of subscription list 01.06.2016, datt. of allotnn,nt'
01.07.2016, rate of interest on debentures; 10% p.a. payable from the
date of allotment. Value of equity share fm* the purpose of conversion

40 (Face value T10).
& Underwriting commission 3%
- 0 No. of debenturas applied for 75000.

| * Interest pdyable on debentm'es-—- half yearlyon 30. QQ 2{} lﬁ imd 3 1.03. *?G 17.

‘kou are reqmred io pas-s nwessary Journal entr:es as on 31st March, 2017.
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MOD. 1 : ACCOUNTING OF SHARES AND DEBENTURES 1.71

Ans.

In the books of SAKET Ltd.
Journal Entries

®NAVIVAV,

| oo leioilaes - T nebie T Credit
T e s B
01.06.2016 | Bank A/c Dr. | 75,00,000
To Debenture Application A/c 75.00,000
(Being Application money received on 75,000
debentures @ 100 each)
101.07.2016 | Debenture Application A/c Dr. | 75,00,000
’ Undenrwriters A/c Dr. | 25,00,000
. To 10% Debentures Alc 1,00,00,000
(Being allotment of 75,000 debentures to appli-
cants and 25,000 debentures to underwriters)
01.07.2016 | Underwriting Commission Ale Dr.| 3,00,000
' To Underwriters Alc 3,060,000
(Being commission payable to underwriters on
1,00,000 debentures of T100 cach @3%)
01.07.2016 | Bank A/c Dr.|22,00,000
To Underwriters Alc . 22,00,000
(Being amount received from underwriters on
settlement of account)
30.09.2016 | Debentures Interest Aic Dr.| 2,50,000
To Bank A/c 2,350,000
(Being interest paid on debentures for 3 months
from 01.07.16 1o 30.09.1 6 on ¥1,00,00,000 @ 10%
- |p.a.)
31.12.2016 | 10% Debentures Alc Dr. | 80,00,000
7 To Equity Share Capital A/c A ' 20,00,000
To is securities Premium A/c 60,00,000
| (Beingconversion of 80% of debentures intoshares |
@ ¥ 40 per share with face value of 10 each) ;
31.03.2017 | Debenture Interest A/c ; - Dr} 3,00,000
To Bank Alc | 3,00,000
; : { (Beinginterest paid ondebentures forthe halfyear) |
*131.03.2017 | Profit & loss A/c Dr.} 5,50,000
S To Debenture interest A/c oy 5,50,000
(Being debentures interest for the year charged
to profit & loss A/c)

b Wo;king Note: :
S Ca]étilation of Debenture of Interest for the half year ended 31st March, 2017
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1.72 SECTION A : CORPORATE ACCOUNTING

Particulars 7
On ¥20,00,000 for 6 months @ 10% [,00,000
On ¥80,00,000 for 3 months @ 10% 2,00,000
Total ' 3,00,000
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Q. 30. On 01.01 20i7 Jay Ltd. had 2,000, 12% Debentures g[ ilﬂgnfz?:; r’:;;
01.05.2017 the company purchased 400 own Debentures at 397 €t

in the open market. Interest on debentures is payable on 30th ILUTB and 3151
‘December each year.

‘Reqmred Give the necessary journal entries assuming that the own Deben-

‘tures purchased were retained as mvestments tlll 31 12 20 17, on whmh date
they were cancelled. ‘

follows E hsh Calendar Year e
@@e that the co@pmy o “o“.f.s ng [sze 2018, 6 Mar 1

Ans.
In the books of JAY Ltd.
. Journal Entries
Erbaic 77T Partieulars o s e | Debit | Credii
101.05.2017 Own Debentures Alc Dr.| 37,200
Interest on Own Debenture A/c Dr. 1,600
To Bank A/c 38.800
(Being the purchase of 400 debentures @ 97 cum-
interest)
30.06.2017 | Debentures Interest A/c Dr.| 12,000
To Interest on Own Debentures A/c 2,400
To Bank A/c ' 9,600
(Being the interest paid/credited on ¥2,00,000
debentures held by outsiders and by the companv
own debentures for 2 months)
31.12.2017 | Debentures Interest A/c Dr.| 12,000
To Bank A/c , ' 9,600
To Interest on Own Debentures Alc | 2,400
;Bgmg the interest paid/credited on %1 ,60,000|
ebentures held by outsiders and %4( ,000 own
debentures for six months)
_ I
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MOD. 1: ACCOUNTING OF SHARES AND DEBENTURES 1.75

8 AN,

 Particulars [ Debit | Credit’
31.12.2017 |Profit and Loss A/c Dr.| 24,000
| To Debenture Interest A/c 24,000
| (Being the transfer of debenture interest to P& A/c)
31.12.2017 |Interest on Own Debentures Alc Dr 3,200
To Profit & Loss A/c ‘ 3,200
(Being the transfer of interest on own debentures
to P&L A/c) } _
31.12.2017 | 12% Debentures Alc Dr.| 40,000 .
To Own Debentures Ale 37,200
To Capital Reserve Alc 2,800
| (Being the cancellation of 400 own debentures)
31.12.2017 | Profit & Loss Appropriation Alc Dr.| 37,200
.To Debenture Redemption Reserve A/c 37,200
(Being the transfer of an amount equivalent to the, |
cash sum applied in redeeming the debentures)
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