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  STD XII C & D  Worksheet 4-Issue of Debentures 

1. When does Loss on Issue of Debentures arise? 

2. Give the adjusting entry and closing entry for interest on debentures due to the debenture holders of the company. 

3.  ‘A company has to pay interest on debentures prior to paying dividend on shares’. Justify. 

4. Give any two differences between Securities Premium Reserve and Premium on Redemption of Debentures.  

5. Give the Journal Entries to be passed when: 

(a) Interest is due on debentures 

(b) Interest is paid to Debenture holders. 

6. What is the accounting treatment when debentures are issued as collateral security? 

7. Why is premium on issue of debentures considered a capital profit? 

8. Explain any two ways of amortizing the discount on issue of debentures. 

9. Mention any two differences between premium on issue of debentures and Premium on Redemption of 

Debentures. 

10. State two differences between Share Capital and Loan Capital. 

11. What is meant by issue of debentures as purchase consideration? 

12. Explain the nature of interest on Debentures. 

13. AB Ltd. purchased building costing `4, 05,000. It was agreed that purchase consideration be paid by issue of 12% 

debentures of `100 each. Assuming that the debentures have been issued 

(i) At par    

(ii) At a Discount of 10%, pass Journal Entries. 

14. Chrome Ltd. took over assets of `6, 00,000 and liabilities of `40,000 of Polymer Ltd. at an agreed value of `6, 30,000. 

Chrome Ltd. issued 10% Debentures of `100 each at a discount of 10% to Polymer Ltd. in full satisfaction of the price. 

Chrome Ltd. writes off any capital losses incurred during a year, at the end of the financial year. 

You are required to pass Journal entries in the books of Chrome Ltd. to record the above transactions. (ISC 2017) 

15. P Ltd. issues 5,000 10% Debentures of `100 each at a discount of 5% redeemable at the end of 5 years at par. There 

was a balance in the Securities Premium Account of `50,000. Pass Journals. 

16. On 1st April, 2016, Krayon Ltd. issued 8,000, 12% Debentures of `100 each, redeemable at par after 5 years. The issue 

was fully subscribed. According to the terms of the issue, the interest on debentures is payable annually on 31st 

March. Tax deducted at source is 20%. 

You are required to pass Journal entries for the year 2016-17, regarding the issue of debentures and interest on 

debentures. (ISC 2018) 

17. You are required to pass journal entries to record the following issues of debentures and to write off any capital 

losses. 

(a) Zoom Ltd. issues 6,000, 12% Debentures of `100 each at par redeemable after 5 years also at par. 

(b) Zola Ltd. issues 5,000, 13% Debentures of `100 each at a discount of 10% redeemable after 7 years at par. 

(c) Zubic Ltd. issues 11% Debentures of the total face value of `12,00,000  at a premium of 5% redeemable after 6 years 

at par. 

(d) Ruby  Ltd. issues `5, 00,000, 12% Debentures at a premium of 5% redeemable at 10% premium after 10 years. 

(e) Emerald Ltd. issues 3,000, 9% Debentures of `100 each at a discount of 7% redeemable at a premium of 10% after 4 

years. 

Note: All the companies write off their capital losses in the year in which they occur. 

[ISC 2019] 


