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REDEMPTION OF PREFERENCE SHARES

Question 1 \0@03 Shous
Given below are the extracts of Balance Sheet of Sea Chemicals Limited as on 31st M.ﬂLCh;.ZQZZ;qT
Particulars o | Amount in X A
9% Redeemable Preference Share Capital 15003 ﬁE:O0,000 = ‘0%
Calls in arrears (Redeemable Preference Shares) 097 ! 2.2!9@2
General Reserve - 7,00,000 —
Securities Premium Ir8_0,000 )

It is provided that:

(1) Preference Shares are of X 100 each fully-called, due for immediate redemption at a
premium of 5%. \0s

(2) Calls-in-arrears are on account of final call on 1000 shares held by.four memhers whose
whereabouts are not known.

(3) Balance of General Reserve and Securities Premium to be fully utilised for the purposes of
redemption and the shortfall to be made good by issue of equity shares of X 10 each at par.

(4) The redemption of preference shares was duly carried out.

You are required to pass the necessary journal entries (narration not required) to give effect to the
above redemption.

Qd Euestion 2

“ Given below is the extracts of Balance Sheet of Daisy Limited as at 31st March, 2021.

Particulars X

15%(650 Redeemable Preference Shares of 100 each, Rs 80 per 52,000
share paid up | _
22,500 Equity Shares of X 10 each, 9.50 per share paid up 2,13,750V
Revaluations Reserve 45,000
Capital Reserve (realized in cash) 500

General Reserve 40,000 v~
Securities Premium 500

Profit & Loss Account 40,500
Current Liahilities 1,07,750
Fixed Assets (PPE) 3,71,500
Non-Current Investments [Face value X50,000] 1,00,000
Bank Balance 28,500 W

The following information are provided:
\0

(1) On_1st April, 2021, the Board of Directors decided to make a finj(call of X 20 on Redeemable
Preference Shares and to redeem the same at a premium of 10% on 1st June, 2021.

(2) The investments of the face value of 20,000 are sold at the market price which was 150% of
the face value. 200090

(3) Itis decided to issue sufficient number of Equity Shares of 10 each at a premium of 25%’1,5-
after leaving a balance of X 50,000 in bank account.
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) ACOVO | Revaiuation Reserve 80,000

Pory) Capital Bﬂdﬁmnj;ig{: Eﬁjgwd ) 75,000

7 60 Securities.Premium 60,000
\ %SOQ:; General Reserve 2,10,000
(4 Profit & Loss Account (Cr. Balance) 1,00,000

2259 4\00 ,SB)D.’“Q ;5303“2
X
(4) It was also decided to convert the partly paid-up Equity shares into fully paid up without
requiring the shareholders to pay for the same.

(5) On 1stJuly, 2021 the Board decided to issue fully paid bonus shares to the equity
shareholders in the ratio of one for five.

You are required to pass the necessary journjjntries for the above. (gﬂ_\jﬂc"
s & paste |

Question 3 —_— —

The Capital structure of a company BK Ltd., consists of 30,000 Equity Shares of X 10 each fully paid

up and 2,000 9% Redeemable Preference Shares of X100 each fully paid up as on 31.03.2020. The
other particulars as at 31.03.2020 are as follows:

/qom@“
unt (X)
General Reserve ’1_,20,000 = -—%Ora)o‘/
Profit & Loss Account {60,000 ———13 DO
900 Investment Allowance Reserve (not free for | 15,000 Y4 - AK0D
e\ distribution as dividend) C‘ﬁo_ﬁ =
“ -(\q Cash at bank (,9;,000 SSKOO 2 20;00‘0

Preference Shares are to be redeemed at a premium of 10%. For the_purpose of redemption, the
directors are empowered to make fresh issue of Equity Shares at par after utilizing the undistributed
reserve & surplus, subject to the conditions that a sum of 240,000 shall be retained in General
Reserve and which should not be utilized.

W Company also sold investment of 4500 Equity Shares in G Ltd., costing\@at X 9 per share.

Pass Journal entries to give effect to the above arrangements and also show how the relevant items
will appear in the Balance Sheet as at 31.03.2020 of BK Ltd., after the redemption carried out.

BONUS AND RIGHT ISSUE
Question 1
Following items appear in the Trial Balance of Star Ltd. as on 31st March, 2019:

Particulars (3), 4030 P,‘_(C Pen
80,000 Equity shares of X 10 each, 8 paid-up | | 6,140,000 -~ b

3 2000 Capital Reser’ve (including 45,000 being profit on 1,10,000\ 6,5000
sale of Machinery) =

On 1st April, 2019, the Company has made final call on Equity shares @X 2 per share. The entire
money was received in the month of April, 2019.

On 1st June, 2019, the Company decided to issue to Equity shareholders bonus shares at the rate of
2 shares for every 5 shares held and for this purpose, it decided that there should be minimum
reduction in free reserves.

Pass necessary journal entrigs in the Books of Star Ltd.
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Question 2
Following is the extract of the Balance Sheet of K Ltd. (unlisted company) as at 31st March, 2020
FParticuIars ‘ i




Authorized capital :
3,00,000 Equity shares of X 10 each 30,00,000
30,00,000

Issued and Subscribed capital:
2,00,000 Equity shares of X 10 each, 8 paid up | 16,00,000

(R_eserves and surplus: SO0

{ General Reserve 3,60,000 00D 47

(’Capital Redemption Reserve | 1,20,000 E) (\20 ) n

f| security premiun{ (not realised in cash) ¥ 75,000 = 260000 G
#rofit and Loss Account 6,00,000 200M P,L

On 1st April, 2020, the Company has made final call @ X 2 each on 2,00,000 equity shares. The call
money was received by 25th April, 2020. Thereafter, the company decided to capitalise its reserves

by way of bonus at the rate of one share for every four shares held. 23‘2@?‘ s S[m@“J

Show necessary entries in the books of the company and prepare the extract of the Balance Sheet
immediately after bonus issue.

Question 3
Following is the extract of Balance Sheet of Prem Ltd. as at 31st March, 2018:
Authorized capital E
3,00,000 equity shares of 10 each 30,00,000
25,000, 10% preference shares of 10 each 2,50,000
32,50,000
Issued and subscribed capital:
2,70,000 equity shares of 10 each fully paid up 27,00,000
24,000, 10% preference shares of X 10 each fully paid up 2,40,000
29,40,000 |0 B0002
Reserves and surplus: ) 120:00 (4
(General reserve 3,60,000 G oL
t"(-:_apital redemption reserve 1,20,000 A 4 n
 Securities premiumi(in cash) 75,000 SO

# Profit and loss account 6,00,000 SHH wL
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On 1st April, 2018, the complany decided to capitalize its reserves by way of bonus at the rate of two
shares for every five shares held. Show necessary journal entries in the books of the company and
prepare the extract of the balance sheet after bonus issue.

REDEMPTION OF DEBENTURES

Question 1
A Company had issued 25,000, 12% Debentures of 100 each on 1st April, 2018. The Debentures were

due for redemption on 1st July, 2020. The terms of issue of Debentures provided that they will be
redeemable at a premium of 5% and also conferred option to convert 20% of their holding into
equity Shares (Nominal val‘.le 10 each) at a price of Rs.20 per share.
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