Accounting for share capital and debenture
Issue and Redemption of debentures

Q1. Anirudh Ltd. Has 4000, 8% debentures of Rs. 100 each due for redemption on March 31,2005. The company has debenture redemption reserve of Rs. 1,50,000 on that date. Assuming that no interest is due, record the necessary Journal entries at the time of redemption of debentures.
Q2. The company allots 1,000 12% debentures of Rs. 100 each at issue prices of Rs. 96 per debenture redeemable at a premium of Rs. 8 per debenture. The liability of premium is also to be recorded at the time of issue of debentures.

Q3. What is meant by issue of debentures as “Purchase Consideration”.

Q4. Vijaya Ltd. Acquired assets of Rs. 40 lakhs and took over creditors of Rs. 4 lakhs from Sunil Enterprises. Vijaya Ltd. Issued 12% Debentures of Rs. 10% as purchase consideration. Record necessary Journal entries in the books of Vijaya Ltd.
Q 5. Blank Enterprises issued 30,000 12% debentures of Rs. 10 each at par to be redeemed out of profits after 5 years at par. Debentures are callable after 3 years at an exercise price of Rs. 11 per debenture. After 4 years the company invoked the call option and holders of the nominal value of Rs. 50,000 responded to the call option. Record the necessary Journal entries.

Q6. What is meant by issue of debentures as collateral Security?
Q7. On 1.1.2005, Fast computers Ltd. Issued 20,00,000 6% debentures of Rs. 100 each at a discount of 4% redeemable at a premium of 5% after three years. The amount was payable as follows:
On application Rs. 50 per debenture balance on allotment.

Record the necessary Journal entries for issue of debentures.

Q8. What do you mean by “Trust Deed” in context of debenture?

Q9. Promising Company Ltd. Took a loan of Rs.  10,00,00,000 from a bank giving Rs. 12,00,00,000 9% debentures as collateral security. Pass the necessary Journal entries regarding issue of debentures, if any, and show this loan in the Balance Sheet of the Company.
Q10. Pass the necessary Journal entries in the books of A B Ltd. for the following transactions:

(i) Issued 5,00,000 12% debentures of Rs. 100 each at a discount of 6% repayable at a premium of 6%.

(ii) Converted 100, 12% debentures of s. 100 each into 9% preference shares of Rs. 100 each issued at a premium of 25%.

(iii) Converted 100, 12% debentures of Rs. 100 each issued at a discount of Rs. 10 each.

Q11. Gopalan Ltd. purchased 5,000 of its own 8% debentures of Rs. 1000 each at Rs. 987 per debentures. It also purchased another lot of 600 debentures of the same services at Rs. 986. Record necessary Journal entries in the books of the company.
Q 12. Ganga Ltd. issued 18,00,000 9% debentures of Rs. 500 each. The board of directors decided to purchase 80,000 debentures at a price of Rs. 485 each for investment purpose. After few months, they decided to sell these debentures @ Rs. 510 each in the market.
Record the necessary entries to show the above transactions.

Q13. 
A Company redeemed 1000, 15% debentures of Rs. 100 each by converting them to 12% preference shares of Rs. 100 each at 25% premium and 500, 15% debentures of Rs. 100 each by purchasing from market for immediate cancellation at Rs. 95 a debenture. Give Journal entries.
 14. Pass the necessary Journal entries for the following transactions in the book of P Ltd.
(i) Issued Rs. 2,00,000 12% debentures as collateral security.

(ii) Converted 1000 12% debentures of Rs. 100 each into 10% preferences shares of Rs. 100 each. The preference shares were issued at a premium of 25%.

(iii) Redeemed 1000 12% debentures of Rs. 100 each at a premium of 10% by draw of lots.

(iv) Paid half yearly interest on Rs. 360,000 12% debentures.

 Q 15. 
Exe. Ltd. purchased assets of the book value of Rs. 4,00,000 and took over the liabilities of Rs. 50,000 from Mohan Bros. It was agreed that the purchase consideration, settled at Rs. 3,80,000, be paid by issuing debentures of Rs. 100 each.
What Journal entries will be made in the following three cases if debentures are issued.
(a) at par

(b) at a discount of 10%

(c) at a premium of 10%?

It was agreed that any fraction of debentures be paid in cash.

Q16. 
X Ltd. purchased assets of Y ltd. as under.

Plant and Machinery 

Rs.
8,00,000

Land and Building

Rs.
72,00,000

The purchase consideration was Rs. 80,00,000. Rs 20,00,000 were paid though cheque and the remaining amount by issue of 6% debentures of Rs. 100 each at a premium of 20%.

Pass the necessary Journal entries in the books of X ltd.
Q 17.
 On 1st April, 2004 Mode Ltd. issued Rs. 4, 00,000   8% debentures of Rs. 100 each at a discount of 5% and redeemable at 10% premium after 4 years and offered the holders option to convert their holding into equity shares of Rs. 10 each after 31st March, 2006. On 1st April, 2006, 25%n holders exercised their options. Give the necessary journal entries both at the time of issue and at the time of options. Give the necessary journal entries both at the time of conversion under the alternative cases.

Case: 1

 If equity shares of Rs 10 each are issued at par.
Case: 2

If equity shares of Rs 10 each are a premium of Rs 2.50 per share.

Case: 3

If equity shares of Rs 10 each are a discount of 95%.
