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Expenses on Issue of Debentures

;.

Loss on Issue of Debentures

er the unamortized (unwritten) amount of above items to be written

#f in the next financial or accounting period will be shown in the balance

2zt as lollows: S i

¢ ent Assels
ieher Current Assets

> ce of the amounts of the foregoing items to be written off therealtes will be
" ewn in the balance sheet as follows:

n-Current Assets
r-woh current assets

*

Fdstration 1

iz

E amritsar Cotton Ltd. issued T 5 crores 10% debentures of T 1,000 each at T 940 per

‘nture,

debentures are redeemable in five annual instalments of 200 each. It is decided

8 write off discount in proportion to the amount of debentures money usage avel

various years.

» {i) Pass appropriatc journal entries in vear | and 2

£
)
i
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(1) Drepare

, out of caplital.
(i) Assume that the redemption is out of caj

Amrltsar Cotton Ltd,
Journal Entries

e - > year period,
tatement for write ()“ discount over lh(. ﬁVC year p
a state ’

Fundamentals of Corporate Aceg,,

'3

Debit - Cred;;
Particulars Amdint Amnum%
T 3
Year | X : Dr. 4,70,00,000
(1) Bank Accoun 30,00,000 ' !
Discount on Issue of Debentures Dr, ’ . 5,00,00,%%
To 10% Debentures Account
(Being issue of 50,000, 10% Debentures 3
ofX 1000 cach @940) |
Ve 2| 10% Debentures Account Dr, 1,00,00,000
(if) Debenture Interest Account Dr. 50,00,000 00,02
To Debenturcholders Account 1,50,00,06% 4
(Being interest payable) 7]
(iii) Debentureholders Account Dr. 1,50,00,000 ¢ :j
To Bank Account 1,50,00,06%; 4
(Being payment of interest) - |
(iv) Profit and Loss Account Dr. 60,00,000 »;
To Debenture Interest Account : 50,00,0c¢
To Discount on Issue of Debentures 10,00,000
(Being transfer of debenture interest
and discount on issue of debentures
to statement of profit and loss)
Year I1
(i) 10% Debentures Account Dr. 1,00,00,000
Debenture Interest Account Dr. 40,00,000 :
To Debentureholders Account 1,40,00,008
(ii) Debentureholders Account Dr. | 1,40,00,000 -
To Bank Account . 1,40,00,068 X(
(iii) Profit and Loss Account Dr 48,00,000 '
:I:() Debenture Interest A.ccuunt 40,00,008
o I'o l)i:;cnunl on Issue of Debentures 8,00,00¢:

STATEMENT SHOWING DISCou

——.

NT WRITTEN OFF

" . 60
Total Discount 5,00.00. 000 « _°

——

1,000
Proportion of Fund Utilised
I Year 5,00,00,000; 11 Ye
V' Year 1,00,00.000
Ratio 5: 4. 3, 2.

ar

2.30,00,000

4,00,00,000; 1I Year 3,00,00,000; 1V Year 2,00,00,00¢
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Fundamentals of Corporate Accounting

’/
" Hlustration 14 (Redemption of Debentures)

Seawage Ltd. had T 18,00,000 14% Debentures outstanding on 1 April 2011
redeemable on 31 March 2012. On 1 April 2011, the debenture redemption fund stood
at X 14,98,000 represented by own debentures of the face value of ¥ 2,00,000
purchased at an average price of T 99 per debenture and 10% stock acquired at
par for X 13,00,000. The annual instalment of transfer to the fund was ¥ 1,42,000.
On 31 March 2012, investments were sold for T 12,93,600 and the debentures
were redeemed. : |
Show 14% Debentures Account, Debe

ntures Redemption Fund Account and
Debenture Redemption Fund Investme

nts Account for the year and 31 March
2012. :
Solution '
Seawage Ltd.
14% Debentures Account
2012 % |2011 &
Mar. 31 | Debenture April 1 | Balance b/d 18,00,000 ~ &
Redemption ;-
Fund Investments
(Own Debentures)
Account 1,98,000"
Capital Reserve A/c 2,000 ]
Debentureholders
Account 16,00,000
18,00,000 | 18,00,000
Debenture Redemption Fund Account
2012 3| 2011 X 4
Mar. 31| Debenture April 1 | Balance b/d 14,98,000
Redemption 2012 s
Fund Investments Mar.31 | Bank Account 1,30,000 ©
Account (loss on (Interest) ;
sales) 6,400 4 Interest on own
General Reserve Debentures Account 28,000 “
Account 17,91,600 - Surplus Account 1,42,000 -
17,98,000 17,98,000
Debenture Redemption Fund Investments Account
2011 3 -
Aprl. 1| Balance b/d: 2012 E
Own Debentures " 1,983,000 | Mar. 31| 14% Debentures Alc | 1,98,000 7
10% Stock “13,00,000 (Own Debentures) .
Bank Account (Sale) 12,93,600 i
Debenture - 4
Redemption , s
Fund Account 6,400 N
(Loss on sale) ”g
14,98,000 14,98,000 A
= =70,0 | I i et .
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