Issue of Debentures
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. Bank )r‘c O (2000x30]  60.000
To Deb AH: A1¢ 60.000

Op 60.000

2 Deb 7
AHD Ai To 1 Deb A‘c 60.000

3. Deb Alltmet Or  B0.000
To 12 Deb ﬁ1c So0.000

Y. Bank O Bo
" TTE: Db Al Boo@uooo

5 b Ffral-g-?m\ ol O 60,000
T el kb A1c 60.000

6. Bonk Or 60.000
’ TorDeb hu‘« Ri’ana\ Coll o 60.000
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> Yscued ot Discount
1000, 12+ Deb. OL Fv 2100, fssued. ab [0 Dfscourib.

¥
Jesue F)ricc =390
yd S
App-qo Allotment - 50
(60-10)

) Bank Or Cloooxko) 40.000
To Deb APP f\ig L49.000

2. Deb Abp Or Uoooo
To |21 Deb M 40000
/Qzu'wabk
3, Deb. Al Or (1000x50) 560000
Discount on Tssuc OL b Or 10.000 — NanV:I'mﬁl LIEL

lloooxbo) o 121 Deb Ai; 60.000

. Rank Or. B0000
To Deb All A{.-, 50000
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1, Bank Or Ci00ox90] 90.00D
To Ocb AJPPQ,H{L q0.000.

2. Deb F?, AL Or Q0.000
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CA Foundation - Accounts
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. Bank Ok 50000 0

T Deb RPF Q Al A 50.000

2 Deb Aﬁ}) 2 Ml Seoco
Loss on'fssuc ol Deb Or. 5000

To 1L Oeb 50.000
To Pnzm on Q&d 5000

€q:- Jssued 100, 121 Deb rcgt 100 each at 201l anium,
a Hedeemable ot |0} P’W ium

r SP-320
Ys3uc fr‘ucr 3120
Rederhpphon - F110. — Face value

L Bank Dr. 17000
To Deb hH; LA Nooo

2. Deb AEPQ,M Or Nnooo
Loss on Tsdue UL fxb Or 1000
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Eac Qssued 100, 141 Deb oL 7100 each at 104 Dtscourt,
fedeemable ot ol Prcmwm_

) Bank Ale Qr. (100 x90) QOOD
To Deb APP Al Qooo

2 Deb /:IJ b 21 Or 9000
Dfac. [ u Db Or 1000 ]Same Nature

(00x20)L Loss on Tesue of, Oeb Or 2000 '— Merge

(looxioo) To 14+ Deb 10.000

To an on Rfd N000
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ILL RATI 2

Atul Ltd. issued 1,00,00,000, 8% debenture of 2100 each at a discount of 10% redeemable
at par at the end of 10th year. Money was payable as follows :

T 30 on application v
3600n aifotment['lo-m] 7

Record necessary journal entries regarding issue of debenture.

Journal

Dr. Cr.

[? Tn crores )

. Banh ﬁlc 30
To Deb HH; /’rl 30

| 0
: ¥ HPP‘E) 84 Deb = 30

Q) Deb Al Or 60
Dfsc on Deb Alc |0
To &1 Deb 10

. Bank 6
! o To Deb All ° 60
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ILLUSTRATION 4 P u
Madern Equipments Ltd. issued 4,00,000, 12% debentures of ¥ 100 payable as follows :

On application T30
On allotment 770,

The debenture were fully subscribed and all the money was duly received. As per the
terms of issue, debentures are redeemable at T110 per debenture. Record necessary

entries regarding issue of debentures. 100 +Q

Dr Cr.
[Fin Lacs)

2. Deb Aw Or 280
Loss on fssue oL Reb L0

To 124 Oeb 28D

To Pncm on Red. 40
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ILLUSTRATION 5
v

Agrotech Ltd. issued 150 lakh 9% debentures of € 100 each at a discount of 6%,
redeemable at a premium of 5"/:after 3 years payable as: ¥ 50 on application and ¢ 44
on allotment. Record necessary journal entries for issue of debentures. 50',6

TJournal

Or Cr
[ Fin Lakh) [T in Lokh)
L Benk Mc De. (130x30) 300
. Deb Or. 1500 ‘
HHD T Gl Oeb 130D

3 Deb. ML Or- fisoxu4) 6600

Loss on fasuc OL Dcb Or 1650
((6+5) x 150)

(50%x30) To 9 Deb 7500
[150xs) ~ To prm on Red. T80
Ts courtt
Loss DI 2 C150x6) bés (150x5)

- {se: onfesuc oL Deb Or @6 | Loss on esue oL b O T50

To "Q) Deb. 900 To Pl’em. On Red bll 0%26
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ILLUSTRATION 6

W Ve
Simmons Ltd. issued 1,00,000, 12% Debentures of X100 each at par payable in full on application
by 1st April, Application were received for 1,10,000 Debentures. Debentures were allotted on 7th
April. Excess money refunded on the same date.

You are required to pass necessary Journal Entries (including cash transactions) in the books of
the company.

Joumal

Dr. Cr.
(7 in Lakh) (7 in Lokh)

H’Fr\ Bank O D
To Oeb AH: RAI A 110

Aprt Oeb. P‘H’Q’M' Ae Or 10

To 124 Oeb 100
To Boank 10
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ILLUSTRATION 7

----------

application by 31st May, 2022. Applications were received for 1,20,000 debentures. Debentures were

allotted on 9th June, 2022. Excess money was refunded on the same date. Pass necessary Journal

Entries. Also show necessary ledger accounts.

Journal
Dr- (Lacs)
QoL

May 3| Bank P\‘lc Or. 108
To Db Abp 8 A A, 7

Tod Db r%m. O~ 108 —
Dfsc. o fssue Ore [ Lixio) 10)%%
To N4 Deb. o~
(0000 x90) T Bank ﬂ‘lt‘/

19 -9

Eiﬂﬂg_lwk:

Cr [lae)

108

100«
18 -

Or i
Date | Part Tie) | Oake Pack

Ma1?:l To Deb AH) gﬁli \06 June g Bj DebAHaQ,HII
- bﬂ bal ¢|d
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— ﬂssue. OL ch 35 Collateral Secur‘u’B
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M
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Addikional, SecurH(]- coua%r,ml’.jru
Debentures

—  No fnlerest % allowed on Oebentures, fssucd as
Collateral Securia.

Methods _
- i Followﬂ‘ﬂs

Let Method. Method. Znd Method.

. Bank Or  1000.000 L BankOr 1000000
To Bank Loan h|c. 10.00.000 To Bank Loan ﬁlc 10.00.000
— No Se[)a\”a’re entry Lor 2. Deb.Susp Or 100,000
Debentures, Y To 124 Debh 100.000

Odher I_LonJ‘l'tfm

Non-Cusrent ﬂSsEL' Hek.
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Method-1 Balance Sheek

Qs on ..
Parkculare Note No CY. (%]
I &]uﬂy % 1Zob\ikes
Non- Currait  Liabilties

Lonj Yerm bOTI‘OWIrgS 1 10,00,000
E Assd's

Currcn|~ Assc}-ﬁ

cash & cach e(‘u"nualent 10.00000

Notes fo Acounts

| Lonj term borrowirﬁs

Bank  loan 10.00.000
[ Secured. bj 1000 13+ Deb. oL 2100 each
as (Olateral Securizv].
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Method 2
- Balone Sheet
Qs on ..
Parkiculare Note No CY. (7]
T Equity & Lobilikies
Non- Curreit  Liabilities
Lonj term borrnwnzjs i 1100.000
E Asse’rs
Non- Currcn’r A‘Ssot
Other pon-current Acsd 2L 100.000
Current  Assets
Cash & cash &‘u'iualent 10.00.000
l Lon Term Borrow‘?n 2
J Bank Lean d 10.00.000
12 Deb 100.000 1100.000
2. DH'I(F non- Cutrent ASsd‘&
(00000

Deb. SusPense
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— Yssue OL Deb. Lor Consideration ©ther than Caslx_

........................................ — Mach. Or.
""" Machine T Q To vendor
2100.000 Vendor
oMwe, 7
121 Debentures @100
i \}
Fv. Z100 254 Plemium %1 Otacoun’
Qscue price- 135 Yecue prie- T80
N0.0L Ocb = |00000 = 100,000 = !l0oooo
100 128 Ro
= 1000 D¢b. = Q00 Oeb . » 1330 Deb.

Q Vendor Or 100000 9. Vendor Or. 100.000 2, Vendor Or 190000
To 134 Deb 100000 To 12+ Deb.%0.000! Discount Or Q8000
v TEJSec Prr.m. J0.000 TO 134 Ocb 128000
( |000£100) ‘800 x25 (1a30x100)
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ILLUSTRATION 10

w
X Company Limited issued 10,000 14% Debentures of the nominal value of ¥50,00,000 as
follows:

-
(a) To sundry persons for cash at 90% of nominal value of X 25,00,000.

(b) To a vendor for purchase of fixed assets worth ¥10,00,000 - X 12,50,000 nominal value.

(c) To the banker as collateral security for a loan of ¥ 10,00,000 -% 12,50,000 nomina’lw.

Pass necessary fournal Entries.

a) @ Benk Dr (9500.000x90+] 2280000
To Deb Abp Al Al 2250000

ai)  Deb Prﬂ: QL an Or 230000
Discount on fssue Or  A80000
To 14+ Deb Q5000600

b) @ Fixed assels A Or. 10.00000
To vendor  10.00.000

(@ Vendor DOr 10.00.000
Ofsc on fssue Or 50000

To 44 Deb 1380000

c]  Benk A Or 1000000
To Bank Lloan 10.00.000
[ Bank loan %5 Zewrd by  T1250.000 , 141 Db
35 (Dllateral Stmﬂb]J



CA Foundation - Accounts

PQ5

5. A Limited issued 14% Debentures of the nominal value of ¥ 10 each as follows:
(a) To sundry persons 1,00,000 Debentures for cash at 10% discount.
(b) To a vendor for purchase of Inventory worth \’MO, 8,000 debentures at 25‘;
premium. - L-IO
(c) To the banker as collateral security for a loan of < 1,00,000 —(? 1,50,000 nominal

vafue)

Pass necessary Journal Entries.

b) No.oL Deb= 100000 . B000 Qeb
a5
Vendor Or 100.000
[Booox10) To I4- Deb 80.000
(R000x95) To Sec prem 20.000

19. On 1st April 2020, XY Ltd. took over assets of ¥4.50.000 and liabilities of 60,000 of
Himalayan Ltd. for the purchase consideration of ¥ 4,40,000. It paid_the purchase
consideration by issuing 8% debenture of ¥ 100 each at 10% premium on same date.

. Sund Assds Or UYso.ooo
Groadilt (el g O 50.000

To Sundiy Bch  60.000
To Hlmﬂaan id. 440000

2. "Hl'ITIB\Q an 4 Or Ll"IO.OOO
d[ﬁ'{oooxloo) To @1 Deb 4oo.000
[4ooo x10) To Sec Pn-m Al. 40.000

Wy 440,000 . 4ooo
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Nominal Ait..

Reg@a — Dis wunt_ﬁ?"‘.js.s%ce t?" f}qlz | Or

b\lﬁ’io = SeCurﬂH kem. Me Or.
Stakement Sof PEL Adc Egr.
To Ocount on T2eue Al

ILLUSTRATION 11

HDC Ltd issues 1,00,000, 12% Debentures of T 100 each at T 94 on 1st January, 2022. Under the
terms of issue, the debentures are redeemable at the end of 5 years from the date of the issue.

Calculate the amount of discount to be written-off in each of the 5 years.

. Bank A-I(_ Or. (100.000x94) 9400.000
To Db &H: L M Quo0.000

2. Deb \)Q,Au Or. Qugo.000

Dree. On fssue Or 600000 ~ .ﬁ&“*t
L T R4 Db (16666505

\Writen OLL over

d P(r’sod OL 51@15,
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Year o|s Deb Ratio OE Disc 40 be
(Fv) Bench derived wiitten of |
1 100.00000 l 6oaooox s = 130000
2 100.00000 | [20.000
3 100.00000 l {20,000
Y |00.00000 | | d0,000
5 |00.00000 | |2o.000
600.000
End OLL'} _ Statement of PiL Or. 120000
year To Dike on f2suc 120000

\
Balance Tn, Ofs.on Jssue ol Deb Aic. = {480000
— E’;alamc Shee\t

120,000 260,000
Other Currnnt Asset Other NCA.
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ILLUSTRATION 12/ oo Zo0.000% O.6 = 120000 o
HDC Ltd. issues 2,00,000, 12% Debentures of 10 gach at 39.40.0n 1st January, 2022. Under the
terms of issue, 1/5th of the debentures are annually redeemable by drau,?ings, the first
redemption occurring on 31st December, 2022. Calculate the amount of discount to be written-

off from 2022 to 2026.

Discount on faguc ol Deh= 200000x 046
= 7120.000

Year  ofs Debima  Rako o Ak of Ozc Fo
Bencl‘.l- defved. be wWhitn ou),

1 20.00.000 D 130000 x>li5- Yp000
2 1600.000 5 [ 20000 11S* 31000
3 200.000 3 120000 x3I5* Q4000
y 800.000 J] 120.000x 215> LbDOO
a Ho0.000 | 120.000xlls - B000
15 120,000
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—  Ynterest on  Debentures

. 9t Ts Coleulated on Face Value
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= Z |92000 100
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~JourRnAL
- &Pcnse.
Zm\q 9ot on Oeb Dr 6000—
(6000-104Tos) |0 Deb.holder 5L|00"P .
b
EGOOOHO"'] —EJ (Joax deducted ot Source GOD/Paﬁ'oﬂwt‘.

Oaabk +o OH

3oja Deb holder Or  B4o0
Tox deduckd a¥ Souse Or 600
To BanK 6000

31]3 9nt on Debh Dr. 6000
(6000-104Tos) [0 Debholder 5400
EBOOOHO'I*J -lt_) ﬂoax dcduohda'l'&ourcc 601:?
3\[3 Deb holder Or  B4o0
Tax deduckd a+ Souwee Or 600
To 6anK 6000

3\\5 Statement OL Pgl. Or 1000
To 9t on Db L2000
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oyl
ILLUSTRATION 13

Debenture interest after deducting tax at source @ ?GV Was payab!e on 30th June and 31st of
December every year. All the debentures were to be redeemed after rhw of five year period
at 5% premiLLrﬁ.

Pass journal entries for the accounting year 2022.

1120 Benk A Or _ 900.000
To Deb A—H: LA A Goo00D

I.120 Deb Slmn A‘lb Qoo.ooo 100.000
Loss on fssut oL Dl‘ 180000 <— 30.000

To 1+ Qeb.  10.00.000
To prem on Red.. 50000

3_g;§ 9nt on er,[no,oo.omx%o k{. J 60.000
(6oooo~lol)  To Deb holder BYpoo
To Tox deduded 3 Sue 6000
30.6. Deb holder Or- B4000

Tox ded. at Source Dw 6000
To Bank 60.000

A0 Jame a8 sbove
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%l_l_} Sh‘i'twleﬂ OL ?gL ﬂic Dr 20000
To Int en Db |20.000
312 Stakment OL fP%L $ic 30.000

—E' Loss on §23uc¢ OL Deb 30000
[ 150,000 x%,]

4. On Tst April 2022 Sheru Ltd. issued 1,00,000 12% debentures of £ 10Q ea'r; at a discount
of 5%, redeemable on 31 March, 2027. Issue was oversubscribed by 20,000 debentures,
who were refunded their money. Interest is paid annually on 31°* March. You are required
to prepare:

(i) Journal Entr‘:'e? at the time of issue of debentures.

(ii) Discount on issue of Debenture Account

(iii) Interest account and Debenture holder Account assuming TDS is deducted
@ 10%.
—

. Bank Or [120000x45) 14,900,000
To Deb Aﬂ:ﬂmu Alc |.14.00.000

Deb Q Al A< |l4.00000

Ofsc.l:ﬁ])issuc of Dcb 500.000
(1000o0%100)  To 124 Qeb. ,0000,000
(20.000% 95) To Benk 1900000
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2. Qfscourﬂ' on fasue ol ch A’:.
Ocke [ Park Z [k Pact T
1420 | To (24 Oeb 500.000 | 313 bﬂs+ol piL 100.000
[8Lx 5
— b3 bal “dd 400090
mn | o bal bld  [4ocooo [3i3n | By sto| pdL | leoooo
bj bal ¢4 %O_&O_BO
Aa Deb. Int lﬂc
& —
Nale Park T Doate Park Z

3132 [ To Oeb holder  [i080.000 31241 B& S+ol PQ,L |200.000
T TOS li_o_.g_g_o

2322 | To Oeb holder  |1080.000 (31322 By s’rut pﬁl_ 1200000
T TDS 20.000

_—
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b

(L)eb Holder ¢

Dalke Park T | Date Part ol
313w | To Bank |08o.000 3% B\I Oeb Int I080.000

31320 | To BanK

1080.000(313.2L

—_—
—

%Y DOeb Int 1030.000

RTpP-Tan 25

On 1st April 2023, Globex Ltd. took over assets of ¥9,00,000 and
liabilities of 1,20,000 of Himalayan Ltd. for the purchase consideration of
T 8,80,000. It paid the purchase consideration by issuing 8% debenture
of ¥100 each at 10% premium on same date XY Ltd. issued another
/6'000 8% debenture of Z 100 at discount of 10% redeemable at premium
ofj,% after 5 years. According to the terms of the issue ¥ 30 is payable
on application and the balance on the allotment on debentures. It has
been decided to write off the entire loss on issue of discount in the

current year itself.

You are required to pass the journal entries in the books of XY Ltd. for
the financial year 2023-24

loss on fesues 18

Tk

60&000 = Qooo0 See. nmg'gooﬂb
3+ ob PEL 10,000

T Los onTssue §poo0
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True and False

AW DN

© ® N & W

Debenture holder are the owners of the company.
Perpetual debentures are payable at the time of liquidation of the company.
Registered debentures are transferable by delivery.

When companies issue their own debentures as collateral security for a loan, the holder
of such debenture is entitled to interest only on the amount of loan and not on the
debentures

Debentures suspense account appears on liability side of balance sheet.

If a company incurs loss, then it does not pay interest to the debenture holders.
At the time of liquidation, debenture holders are paid off after the shareholders.
Convertible debentures can be converted into equity shares.

Redeemable debentures are not payable during the life time of the company.

Debentures can be issued for a consideration other than for cash, such as for purchasing
land, machinery etc.



