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== nting for Issue ot Dobentive Coe L
AccO i vepentures Conside ring the Terms

and Conditions of Redemption

Debentures = bef redeen:\eg elthef at par or at premium, according to the terms
jaid dov n at thé time 70 1SSue. ?r taking into account the three possibilities of issue
. at par at discount, at preﬂmmm) and two possibilities of redemption (i.e., at par or
{ ~;emiu m) a Company can issue debentures from the following six types : :
ol (. When debentures are [issued ht par and ke
. Xﬁm;ﬂe’ if a .debel:’lture of ?109 is 1ssued at 100 and is redeemablg ﬁat%i@@ the
el e

Enries for Issue &

P 3
Yheh§ ST O W i i U ¢ 4
B Ral 8 gaiis et e Favet ez 2t I & S
€ are regeemapie at nar ¢ F: r

‘ : Entnes foxﬂ"mﬁedempﬁon :
e Dr. 100 Debentures A/c e Dr 100

o Debenture Application To Debentureholders A/c 100
e o Debentureholders A/c D

penture Application | : r. 100
geAl et Ale Dr. [100] . ToBank Alc ‘ 100

To Debenturef_é/h_‘{_w e

o

e

- T |

7. When debentures are issued af discount and are redeemable at par : For
and is redeemable at ¥100, the

example; f 2 debenture of 100 is issued at T95
following entries will be passed :

Enries for Tssue © . Entries for Redemption : T |
E— | o5 Debenmfes A/C e Dr it 1 00 e
' To Debentureholders A/c : 100

Bank Alc Dr.
To Debenture Application

& Allotment Alc 95

Debenture Application E L DotenuctoldenAl - oD D
~JaBankale & 0 100

& Allotment A/c Dr. {95

Discount on Issue of :

Debentures A/c Dr. @ 2 |
To Debentures A/c 0100

written off from Securities
) or from Statement of Profit

‘Discount on issue’ is a capital loss and will be
Premium (if it exists) or from General Reserve (if it exists
& Loss in the year in which it occurs.

3. When debentures are issued at 2 premium and are redeemable at paxr: For
example, if a debenture of T100 is issued at ¥105 and is redeemable at 100, the

following entries will be passed :




s R Es 1 bentures A/c By
Bank A/e licath on: o To Debentureholders A /¢
- To Debenture Apphcation e RS
“””M”&”&l’lgm%fgﬁ“wwm Debenture‘;{(’xif st Dr,
Debenture Application 051 | ToBankA/c ool
& Allotment Ale Dr. 100 4 iy
To Debentures A/c b Lo
To Securities Premium Reserve | 5 |
Securities Premium Reserve A/(; has a creiht lbale:imf ]imd IS a Capi{g:l Profit, o,
shown on the equity and liabilities side under the head, “*Reserves and Surplyg»
4. When debentures are issued at par and are redeemable at 4 Premiyy, |

Sometimes the debentures are issged with thff Spii&C CO!;lditlorll that tbe COl’I}pany Wil
pay a premium at the time of their redel?lp.tlon. O’ilg ; S;:C Premium wijj p, paig
at the time of actual redemption, but as 1t 1s a known OSE, the Cox?pany records Such
loss at the time of issue by debiting an account called, *"Loss on issue of debenyyy |
c”lt is done in keeping with the convention of conservatism. -

For example, if a debenture of 100 is issued at Y100 and is redeemap]e at 3|

05
the following entries will be passed : SR !
Entries for Issue: e ~ Entries for Redemption : ; “‘“““
BankA/c }‘ Dr. 100 Debentures A/c Dr. 1ol

To Debenture Application Premium on Redemption of ¥ |

& Allotment A/c 100 Debentures A/c Dr. 5
Debenture Application To Debentureholders A/c 105

& Allotment A/c Dr. 100 .o e

Loss on Issue of Debentures A/c Dr. | 5 Debentureholders A/c Dr. }05;
To Debentures A/c 100,  To Bank A/c . PR

To Premium on Redemption £l

of Debentures A/c i)

"Loss on issue of debentures A/c’ is a loss on account of promise to pay debentures
at premium at the time of their redemption. This is a capital loss and is written off from
Security Premium Reserve or from General Reserve or from Statement of Profit &
Los_ii?, E}}ve;year it occurs. The entry for writing off will be :

‘ Statement of Profit and Loss
a“ To Loss on Issue of Debentures A/c

Dr

fPremium on Redemption of Debentures A/c’ is a Personal Account and shows &
credit balance. It is a liabil

c .0 1Dy on the part of the Company and appears under the hf:?}di
Non-Current Liabilities’ under sub-head ‘Other Long term Liabilities’ on the equity

and liability side of the balance sheet each year, until the debentures are repaid. At ¢
e of redemption of debentures, this account is debited and closed off.
When debentures are issued at a discount and are redeemable atd

m: For example, if a debenture of 2100 is issued at 98 and is redeemable al

he following entries will be passed :




e e e eeUR IR DERENTURES

i i "
ot
e S e

Both, the amount of discount allowed #2 and
Josses and therefore, grouped together and de

premium on redemption Z5 are
bited to ‘Loss on issue’ as ¥7.

capital

6. When dcbcnturf-s are issued at premium and ate redeemiaic
comiun: For e{(ample,.;f a dgbenture of X100 is issued at 106 and is redeemable at
'3}10, ihe following entries will be passed :

Pt

Bank A/c Dr. - Debentures A/c : _
~ To Debenture Application | - Premium on Redemption of
- & Allotment A/c 106 Debentures A/c P
Debenture Application ot To Debenturcholders A/c
& Allotment A/c Dr. 106 |
'LbSS; on Issue of Debentures A/c Dr.. 10 Debentureholders A/c Dr.
~ To Debentures A/c . 100 ToBank A/c
 To Securities Premium |
L Reserve Afc 6
" “To Premium on Redemption |
o Debentures A/c 10
Notes :

(i) Loss on issue of Debenutures (X10) will be first written off from Securities Premium
Reserve of 6 and the remaining ¥4 from Statement of Profit & Loss.

(if) Premium on Redemption will be shown under the head ‘*Non-Current Liabilities™
under the sub-head ‘Other Long-term Liabilities’.

Note - Debentures cannot be redeemed at discount, although a Company may redeem its
debentures by purchasing them in the open market at a discount.



