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JOINT STOCK COMPANY-I
ISSUANCE OF SHARES AN BEBE
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Thamgmumdmnhlufamnmﬁdwﬂudmmudmnmurdm Each of
these units is known as a Share. The company issues these shares in order to raise its

. capital.
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Kinds of Shares: rwdif' .
The shares of a company are nf the following lrpﬂt.
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() . Ordinary Shares _ Nl
(ii) Preference Shares ; Y i f 7
(i) Deferred Shares. o i

()  Ordinary or Common or Equity shlrutf’ If % J-*"rh

Ordinary shares are those the holder of which does not enjoy a fixed rate of
dividend. They. get dividend after preference share-holders are satisfied. They do not get
any dividend if no surplus of profit is left after the preference share-holders are paid off.

" Onrdinary shares are also called Common Shares or Equity Shares. -
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(i)  Preference Shares:** £ :

Preference shares are those the holders of which enjoy a fixed ‘dividend.. They
~  enjoy the preference in the receipt of dividend and ummnfeupitaerhuygotdhﬂand



before the ordinary share-holders are paid any dividend. |
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Preference shares are divided into the following classes:
{a) Cumulative preference’ shares
(b)  Nomcummsstive prefwence shams
(c) Pﬂm praﬁruhu shares
@) - ¥ Radeamatile préferance M
(e)
_ (@  Cumulstive mmw":ﬁzﬁ){

Thmmﬂushmmuhimaﬂndmteufdmdmdfwaﬂm?whmm ;
of current or future profit. If the profit in any one year or a series of years is not sufficient to
pay, such dividend accumulates and must be pﬁnutdpmﬂmﬂubhhanymmdhg
year before the other share-holders can rank for dividend.
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Preference Shares:*” F 3§ ¢

(b)

The shares on which a fixed rate of dividend is payable only out of the profit of

each year are known as non-cumulative preferance shares. If the profit of any year is
insufficient to pay the dividend no arrears of dividend is camried forward to the succeeding
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(c) - Participating Preference Shares:/* F 5. ?

: Participating preference shares are those which give the holders in addition to
mma:mmmmmmmmammm“—
received a specified fate of dividend.
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(@  Redeemable Preference Shares:/* (F s }¥
The holders of these shares are, at the option of the company or after a fixed

~ period, paid back the entire capital contributed by them.
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MMMMMhmIpﬂtmhmdh company. it
mﬂﬁﬂm“nnﬂym#hﬁﬂuwﬂhm ,
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Bl Deferred Shares:** (f17 |

Thmﬂmnmﬂrmmmhhmwmldﬂummin
consideration of the services rendered by theni. These shares are called deferred shares
because the dividend on these shares is paid after ali other classes of shareholders have
" been fully satisfied. These shares are also termed as founders’ shares. y
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" According to Section-80, Sub-section (1) of Pakistan Companies Ordinance, 1984;
lwnyknihdbymnulhmmmmmwﬂbhwmm
divided into different classes.

wmmmmmmwmmmmmm
the commencement of Companies Ordinance. -

PROCEDURE FOR ISSUE OF SHARES
SR V. 1.0
The directors on behalf of the company take necessary steps to raise the capital-

~ as-s00n as the company gets the certificate of incorporation. These steps, are briefly,
described below:

c,nf,,r,-;m’ ALSVEF AL Loy £L S p ik EF
~¢-Fel el A S Lt s p & LJr?

1. The directors of a. public limiteq company issue praspectus inviting the public to
- apply for the purchase of the shares of the company.
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The prospective share-fiolders apply for the purchase of shares on the prescibed

form.
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3. The applications alongwith a specified amount are submitted to the company's
mrwmmmmmmmmmmm
Whhﬁﬂ}ﬂﬂumm '
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4, The directors scrutinize the applications. If the subscription is within the issued
capital, the directors allot shares to all the applicants. The applicants are informed
- about the allotment of the shares by the letter called as; “allotment letter”. The
applicants become the share-holders of the company as soon as they get letter of
allotment from the directors of the company.
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5. Thadhdmmrujndmappﬁuhntlnmdmm-mmm
letters of regret to thosp applicants. The bank is directed to retum the money to
these applicants. According to the Companies Ordinance, 1984, the money should
be refunded within ten days of the date of decision regarding rejection of shares.
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6. If the directors of the company do not want to take the risk of issuing shares, then

they transfer the risk to specialized. persons known as under-writers. The under-

. writers in exchange of certain commission take the responsibility of issuing or
taking up themseives the shares which can not be sold in the market.
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Sale Price of Shares: #I)H-EJJ’
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(@  AtPar(=diifln)

If the shares are issued at price agual to the nominal value or face value of the
shares, it is called issue of shares at par. For instance a share of Rs. |0/- is issued at Rs.
10/-. :
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®)  AtPromium: (Bt

Ifﬂushmmluundatpmenhdutlummmai wh.uurfmanl.unfme
shares; it is called issue of shares at premium. For example a share of Rs. 10 issued at Rs.
12/-, Rs. 2/- is premium on the issue of shares. P '
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(c)  AtDiscount:(gehd). :

if the shares are issued at a price less than the face value, it is called issue of
shares at discount. For instance a share of Rs. 10/- issued at Rs. 8/-each, hers Rs.2/- is
discount.
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Payment of Shares: I.EU{!U" . |

CmpmrMEﬂT?dmnﬁMWmmpmant. allﬂumtwﬂbe :
payable on recsipt of applications.
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Lump-lum ’Plrrmnt.gg e A

Lump sum payment of shares means’ matifumntpnyﬂeonappﬁmﬁmd
each share shall be the full nominal amount of the shares.

mmmmm“wsmmufpmcmmmmw? the

+ shares can be issued payabile in full on application.
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Mwuntinn Entries

A Hsharaaamiumdtuﬁudhﬁnmwund&rmﬂummdammﬂhrﬂwdh
. lump sum, unmmtmmmﬂdbi

Shu'u i s Cr.
Caplhl ................................................

B ~ lfmasruruﬂmuodlnﬂwpuhllnmmamlplﬂapplhﬁm mclwtl‘m,lﬂh
bank, the accounting entry would be

()  Onreceipt of applications. _
e T S e U Pl :
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- ()

On allotment of shares.
Share Applhﬁm
Share Cap-ﬂal

....0r.
.. Cr.

the company, the Journal entry wouid be:

Preliminary expenses

SIS CAPMY ...

IHMnNn 1

Cr.

H:hmnmuudfwﬂuaawhumndamdhyﬂnpmmahmhrhhmﬁmnf

_ mmmmﬂwmammdm mnoum
into 5,000 ordinary shares of Rs. 10 each. On 1st April, 2014 it issued 2,000 shares as fully

The amount along with application was paid on 10th April, 2014,

paid to directors and the remaining 3,000 shares were offered to the public for subscription.

Required: (i) Pass the Journal entries in the books of the company.
(i) Draft a Balance Sheet.

Solution: ' - y

o .Mm W Dr. Cr.

2014 | Bank 20,000 | .

April -1 Share capital 20,000

| (1ssued 2,000 shares to directors)

April -10 | Bank : : 30,000

: Share application 30,000
(Hmmfwamuwm} -
Shares application 30,000 |.

Share capital 30,000
(Aliotted 3,000 shares)
. MOON SUGAR MILLS LIMITED
Balance Sheet as 10™ April 2014

Assots Amount Equities - | Amount

Current Assets: . . :

Bank 50, Registered capital: _
5,000 shares of Rs. 10 each 50,000
issued and subscribed capital
5,000 shares of Rs. 10 each 50,000
pald-up capital: 5,000 shares of] '
Rs. 10 each. - 50,000}

50,000| 50,000



lllustration No. 2 ot e

; Alkmdmpmrww_mpﬂpﬁufm.- Q '
30,000 shares of Rs. 100 éach. On 18t Septe#fibér, 2014, 3,000 shares were issued.io .
promoters in connection with-their services, the remaining.shares were offered to the
general public for subscription. Applications were received for 20,000 shares on 10th
September, 2014; These shares were allotted on 18th September, 2014, ., :
Required: Record the journal entries and prepare the Balance Sheet. -

Solution:
Joumnal Entries

Date Description : PR. T e

Sep-1]  Share capital : " 30,000

: 3,000 shares issued to promoters) : !

Sep-10 | Bank ‘- ) | 200,000 L

Share application ' 200,000
(Received applications MIDMM} -
Setp-18 | Shares application ; | 200,000
(Allotted 20,000 shares), :
Name :
n.hmsn-uumms.phmmm4 :
Assets - Amount Equities Amount *

Current Assets: A Registered capital: g =

Bank . 20,00,000] 30000 shares of Rs.100 each | 30,00,000] -

Preliminary expenses |  '3,00,000| lssued and subscribed capital | - :
consideration other than cash 3,00,000
20,000 shares of Rs. 10 each for : '
m . . &ﬂm
Calied up and paid-up capital: A
3,000 shares of Rs. 10 sach.
Issued as fully paid for - ' ]
consideration other than cash 3,00,000
20,000 shares of Rs. 10 each :
issued for cash "20,00,000

— 23,00,000 : 23,00 ,000
INustration No. 3

o Aziz Corporation Limited was formed with a Capital of 10,000 shares of Rs.
each. It issued 2,500 shares as fully paid to the directors on 4, °
- remaining Tﬁﬂbshwmuﬂnmdhhpubhmmw-mwm
_application. The applications were received for 7,000 shares on 14th April, Thesa shares -
were allotted on 26th April, 2006. The remaining shares were taken by the under-writers on

2Bth April.



If shares are applied for more than the issued, the shares are said to be over-

subscribed. The amount of over-subscription will be refunded in full:
Tl'umunhng ﬂ‘ltry for refund will bu

Bank...

Illul’lﬂtlnn No. 4

Momemmmmmmamimlmpﬁdufﬁn 10,00,000
divided into 10,000 shares of Rs. 100 each, On 1st January, 2ﬂ14ttuﬂnmdﬁﬂﬂﬂshnm
as fully paid for subscription. Applications were received for 7,500 shares on 10th January
2014, mammummummm mrandmu&diaﬁefnrallnunaﬂnn

] v

Required: Make the necessary Journal entries in the book of the corporation.
Solution: . : '
" Journal Entries
' Amount
Date L I Description PR. — s
2014__| Bank 528,000
March- 10 Share capital 1,25,000
(Issued 2,500 shares to directors)
April- 14 | Bank ¥ 3,50,000 |
" Share application 3,50,000
{Applications received for 7,000 ahms} :
- |April - 26 | Shares application 3,50,000
: Share capital i . . 3,50,000
(Share allotted to public)
April-28 | Bank - 25,000
Share capital - 25,000
(500 shares issued to under-writers)
OVER SUBSCRIPTION OF SHARES

14th January.
Required: (i) PmﬂanumlEnh‘inhMbmk:ufmammpany
(i) DraftaBalance sheet.
Solution:
Journal Entries
Amount
Date . ' Description PR. T R
2014 1 Bank 7,50,000
Jan - 10 Share application 7.50,000
' (Received applications for 7500 shares) kR
Jan. -14 | Share application - 1,50,000
* Bank _ 1,50,000]
(Refunded over-subscribed money). .




‘(Allotted 6,000 shares)
MOON TEXTILE MILLS LTD
: _ Balance Sheet as at 14th January 2014
| Bank 6,00,000f Registered capital: ;
10,000 shares of Rs. 100 each 1,000,000
lssued and subscribed capital |
6,000 shares of Rs.100 each 6,00,000) -
Calied up & paid up capital J I
6,000 shares of Rs. 100 each 6,00,000
6,00,000 g “ | ,00,000
Subsequent Issuance of Shares

qummnpmymmmtnrﬂehﬂﬂﬂhmﬂﬂuhutimﬂnf
maximum subscription in order to get the certificate of commencement of business. After,
ﬂhmmhuﬁﬁmdmtd“mhmdmmmmﬂy.
the company is said to be in business and director came into confidence. Hhrthﬁﬂun
company needs more money, he may issue subsequent shares:

(1) At par
(2)  Atpremium o U .'
(3)  Atdiscount -
ISSUE OF SHARES AT A PREMIUM
KV V% Tk

* Sometimes a company issues its shares at a premium, that is to say, at a higher
price than the face value, provided there is a public demand for such shares at a higher.
value. The premium received on issue of shares must not be mixed with the share capital,
but must be credited to separate account called "Share Premium Account” and shown as
separate item on the liability side of the Balance Sheet.

4-—’!55—3‘)5—%-9/#-?3? Jihffﬁ--flﬁ&ﬁfff@l‘ﬂf
2Lt S R Share Capital] ?,w,ud’l.;.fﬁ;{_.nm{w" zr S sl
£ Balance Sheet2Z-{tll/Credit 2 (Account)  (Share Premium Account 1 Ll f

.ﬁ..yy"ﬁ;;).ﬁmmy !
&qmnﬂnu Entries:
A Ilshmamiﬂuﬁdtﬂﬂmdmwunmmammhm:ndaMMh L3
] received in Iump sum.

Share S L




B If shares are issued at a premium to the public after the receipt of application
money through bank:
(i) - On receipt of applications:
"% EHIIR,. st raparssiadmmarinni T TP 17 0 P Dr.
Share application ... o -
(i) - On allotment of shares: - ' i~

Share capital ...............cocconmmmiiicniiian Lol R -
Share PremiUIm ........ccococereiemeivereseesesssssnss sassssass Cr.

*_ IMustration No. 5: -

Ali Chemical Limited having an authorised capital of Rs. 5,00,000 divided into
50000 shares of Rs. 10 each, issued 15000 shares to the directors and 25000 shares to
the general public at a premium of Re. 2/- per share. Subscription were received in full and
these shares were allotted. _
Required: - .Give Journal entries and Balance Sheet of the company.
Solution: '

: . Journal Entries
Date Description “PR. Amount
: \ Dr. Cr.
Bank - 1;80,000
. Share capital | ' % : - 1,50,000
Share premium . 30,000
(15000 shares to directors at a premium)
Bank ; ' 3,00,000 ;
Share application .| 3,00,000
(Received applications for 25000 shares)
Shares application [ 3.00,000
Share capital : : - 2,50,000
Share premium . . 50,000
(Shares allotted at premium) ! -
iy "Ali CHEMICAL LIMITED
. Balance Sheet as on
Assets Amount . Equities ' Amount
Bank " 4,80,000| Registered capital: .
} 50000 shares of Rs. 10 each » 5,00,000
subscribed and paid up capital =
3 - | 15000 shares of Rs. 10 each 150000
. Issued to directions: ’ .
25000 shares to public 250, 000
Share premium 80,000
4,80,000 ' '4,80,000




ISSUE OF SHARES AT ADISCOUNT
AZI AT, ;

Thasharasmayﬂmbnnsuadnndmuunl, mumuymammmm ;
~ face value. According to Section-84 mumMMRDH Eshﬂhalawhn
hammymmmmatadmmpm\*ﬁi&dmﬂt
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(a) The issue of the shares at a discount must be authorised by resclution passed in
the gml meeting of the company and must be sanctioned by the authority;
B Snd it Siss ) f” 44 Fanty e 2 f-u"r
(b) Thamsnlutmmustapucﬁymummmummanfdhmuntﬂulwm
. wmntmahhﬁammwmm at which shares are io be issued:
¥4 ;u.-.z, ;uﬁé_g{ J;ﬁuywm UJ’EHM&' lsDiscountl, fui:&-uhf;fﬁulj :

: -k .
(c) Huthasihanmyurmu:tulﬂ‘mduﬂﬁimhawdapndsﬁﬂﬂudﬂum
hhbhﬂmmnpnnywuanﬂﬂudhmmmmw -

1{ ;db—.f -r_-.lﬁ‘_-a'; :')f;.fl.'d' ..Elﬁu"‘, U" uf d:...rﬂrlL{d.LI.uff J’:r u:d’ ;.f:;nﬂ '

-J‘ll.!l'.u.i'f“

(d) Tmmmhamuﬂmadbmummmmdmlnm after the
: dﬂemmmmummmeMurWinmE}gﬂwﬁm&
asﬁuauhuntymayalhw
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" Discount on issue of shares should natha mixed with the share, capital, but should
be debited to a separate account called “Share Discount Account™ and nhnumnnapamta
ummmqmmmmummsm ;

Share “ w5l =1 £ o ptn JE S £ share Capital 1.7/ 4 Discount w""
Discount urr'uf'..{ 14 %\ -Assets % Balance SheetZ/Debit/ Discount Account
‘ -q_kl:lrgl}lli_.;ﬁ on Shares

A;oounﬁru Entries:
(a) If shares are issued mmudkomnrundwm at a discount.
I:Ilaouunt on sharaa .......................................... Dr.
Share Capital .......cic0vu.n.... .

(Shares issued al :tmount hh&dimwwmm}
{b) If shares are issued at a discount to tl'leganemlpuhlx:
R | Dnmceiprnfapnbcabms‘ B
Bank .. SORESL R « A
sharaappucaﬁm BECREEW T el - 1
(mnayramivedmarpphﬂhﬂn} :




- (i) On allotment of shares

Shnuplul ~ CI.

tApphﬁunmmnnmmt:mmphl}
(c) HMHMHIGMNMWMM#MH

services:
Preliminary expenses..................................... Dr.
* (Shares iuund m pmnmmrmu]

~ liustration No.6 :

: Zahid Limited with an authorised capital of Rs. 4,00,000 divided into 4,000 shares
of Rs. 100 each has taken necessary steps to issue 3,000 shares at discount of 10%, out
of these 500 shares were issued to directors on 25" March, 2014 and 2,500 o the general -
pubiic. Applications were received for 2,000 shares on 1" April, 2014. The directors allotted.

these shares on 10™ April, 2014.
Required: Record the Journal entries and prepare the Balance Sheet

‘Solution: -

Journal Entries :
Date - Description PR. Amount
Dr. Cr.
2014 - _
March -25 [Bank _ 45000
Discount on share . | - 5000 :
Share capital ' . 50000
ﬂﬂuod 500 shares t0 dh::tm': at a discount) L
April-1 |Bank 180000
Share applhluon ’ 18000
|(Received applications for 2000 shares)
April - 10 |Shares application g 180000
*  |Discount on shares ' 20000 _
Share capital 20000
|(ANlotted 2000 shares to public) ;
All CHEMICAL LIMITED
Bdlance Sheet as at 10™ April 2014
Assets Amount - Equitiés Amount
Bank - - 2,25,000|Registared capital:
Discount on shares 25,000/4000 shares of Rs. 100 each 4,00,000
(2500 + 10,000) lssued capital:
3000 shares of Rs. 100 each 3,00,000
Substribed capital:




2500 shares of Rs. 100 each 2,50,000

2500 shares of Rs. 100 each ' 2,50,000
2,50,000f .

' PURCHASING A RUNNING BUSINESS

WS hkenZ
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() Purchase consideration: Thnarnountpuidinrﬂwpurd'ﬁiﬂhmh
:::::“ *Purchase Consideration®. mmmumwmmm_
in shares.

4;)L5.z&._uquum Consideration/( 4 =ddni gl 4Liaf Lok
eIl S T

()  Good-wilt: Thnmamumdﬂmw&uum:nuhw
* value of the net assets acquired to be considered as good-will.

Capital profittCapital reserves: If the purchase consideration is less than the
agreed net value of the assets acquired it will be considered as "Capital Profit/Capital
Reserve®. For example the agreed value of assets is Rs.45,000 and liabilities Rs. 15,000. -
The net value of assets, therefore is Rs. 30,000. If the purchase consideration is Rs.

40,000, the excess of Rs. 10,000 will be considered as Good-will. If on the other hand the

mmmmﬁazﬁmmmummhm“m“
Profit or Capital Reserve,

J,ﬂm.ufnrg:d";r';w;d'.& 1% 1 fPurchase Consideration
\Capital Pruﬁu’u(m?nf"wm Consideration & sist & =l 281 i Sl Sy
K 2_p\/sr¥ Capital Reserve
#30000 JLJ’EJHi-:ﬂ?un15.um Ui 45000 f b & S clp st 10 LU
_.}J;J,urf 16 2/ Goodwill <t (1£1110000/ = 272\ 4.7 2 40,000 S AN 1

K Z_/» Capital Re serve |, Capital Profit /(f /50007 25,000
. (v) Net worth: ndwhmﬂunﬂwkuﬂhmﬂhubumw
deducting the liabilities from assets taken over:

Net worth may be calculated with the help of the following formula

networth = assets taken over-iabilities accepted.

_ rb{r#&fvfu;?m;bc_lf*ﬁ;iq.éh'ﬂﬂ%ﬂ.&d’&fm
e B itn ¢

Net Worth =p 281/ 4/ -cfusZuid e




Em:rln In the Enulcl nﬂh- !'uﬂ:hnilng Eqrpuraﬂon
Thufallomng entries are passed in the hnnka of the purdmmrqmrpmtlon
| All assets...........cooeescervrerenemine DI, With agreed value of assets
" Al liabilities..............c.coininniae ..Cr. | With agreed values of liabilities
Shnmupml ......... L Cr. | With pumhmmnﬂdmtim.
Explanatory Note i :
(i) If the purchm consideration is more than tha value of net assets ma
difference will be debited to good-will.
(ii) If the purchase consideration is less than the value of net assets the
difference will be credited to capital reserve.
Issue of Shares for Consideration of Purchase Price:
The directors of the company may issue annmuhamninmmidmmnfpumhua
price. lnnwhﬁuﬂwantrywnuldba
; Vendors................ S e Dr.
_ Share Capital.... i ; !
Sometimes the purd'mse cmsldmhon is paid partly in cash and partly in the:
shape of shares. In such cases the entry would be: : '

Vﬁl’lﬁ?ﬁ ............. E T P A P Dr. A
Share Capital.......................Cr.
G“hir1|Frrllll11l11|r1||1||rlllllr1llllcrl :

I!lu:tmtion No.7

3 Habib Corporation Limited purchased hmk:ling worth Rs, 80,000 and machinery
Rs. 30,000 from Noor & Company. Habib Corporation paid a cheque of Rs., 10,000 and
the balance in 1,000 shares of Rs. 100 each fully paid. Record the_journal entry in the
books of Habib Corporation. -

Solution:
3 Journal Entries
L : Amount
Date Description Dr. Cr
5 Building y g 80,000
Machinery 30,000
Viendors (Noor & Co.) . 1,10,000
{Huﬂdmg and machinery purchased frnm Noor & Co.)
Vendors (Noor & Co.) 1.10,000
Bank : o 10,000
(Payment made to Noor & Co.). ; i

lllustration No. 8

Sohrab Corporation Limited acquired the n.mning business of Huaiam & Sons on
the basls of the following balance sheet..

:Assets 3 Amount Equities Amount
f Accounts receivable 10,000 Accounts payable 12,000




Furniture 24,000 Bank loan 19,000
Plant 25,000 Capital 135,000
Cash at bank 7.000f

‘ 66,000 65,000{

mmmmhﬂpmdﬁs 40,000 in full satisfaction of the purchase price in
2,000 shares of Rs. 15 each and the balance in the form of cheque.

Required: Pmuuanmmmmhsnfmemwummhumnmn-

purchase price was paid in full.

Solution: : _ n
: . Journal Entries
. o ; " ) ﬁmﬂuqt
S S Dr. Cr.
Accounts receivable 10,000
Furniture 24,000 |
Ptant 25,000
Cash at bank . 7,000
Goaodwill (w-1) 5,000
Accounts payable 12,000
 Bank Loan 19,000
Vendors' (Rustam & Sons) 40,000
(Being the various assets and liabilities taken over)
Vendors (Rustam & Sons) 40,000 |,
Share capital : | -30,000
Bank 10,000
(Being the dhchama of the purchase pnoa as per
agreement)

Working (w-1) Calculation ul_ﬂqodwlll

Purchase price =Rs. 40,000
Less: Capital of vendor =Rs. 35000

Good wil Rs. 15,000
llustration No. 9

Kalim Enrpnmﬁnn Limited, acquired pipe business of Fida & Sons. The agreed
value of the assets and liabilities u-hu:h are acquired by Kalim Corporation Limited was as

under. = .

) Assets Amount |’ Equities Amount
Building 80,000) Bank overdraft 25,000}
Fumiture 30,000| Account payable 10,000
Plant - -20,000f : :
Good-will 20,000




Kalim Corporation Limited issued 10,000 shares of Rs. 10 each in full settlement of
purchase consideration.
Riqulml Muhhumlmhmlnhhoohnfﬁalknmpohﬁon
Date . Mw Debit Credit
Building Y 80,000
Fumiture : 30,000
Plant : 20,000
Good-will ! 20,000
Bank overdraft : 25,000
Account Payable: 10,000
Vendors (Fida and Sons) (w-1) _ 1,15,000 |
(Purchased business of Fida and Sons)
Vendors (Fida and Sons) 1,15,000 *
Share Capital . 100,000
Share Premium (w-2) 15,000
(Shares issued at a premium for purchase
consideration)

. Working_ :
(w-1) Calculation of purchase price
f Mﬂ!!n.ﬂ![
* Building
Fumiture
Plant
Good-Will
Total assets taken ﬂ-‘ﬂr
Less: Liabilities taken over
Bank overdraft
Accounts payable
: Total liabilities taken over Rs. 35000
: Purchase price Rs. 1.15,000
{w—!} Calculation of Premium
Puchase Price To= Ra115DDI}{w-1}

x
15,000
Lm 10,000 shares of Rs10 issued to vender Rs.100,000
Share Premium Rs.15,000
Nustration No. 10: :
; MadmthurmIsLmudpumhuadﬂubmlnmanmudmdBmatma
book value as under.

Rs. 1,50,000

A

g gegd
313 -8
8888

B
8

s

Assets’ Amount - Equities Amun:

Plant and machinery 35,000 Notes payable 5,000

Accounts receivable 15,000| Bank loan : 5,000

| Fumiture g 12,000| Capital Reserve ~ 2,000
Land o 7,000




; Madina Flour Mills Limited paid cash Rs. 7,000 and issued 550 shares of Rs. 100
each for full satisfaction of the purchase consideration.

" Required: PmeniImtmmhhooksnfMﬂmemhlehd
Solution:

Date | Description ; Debit Credit
Plant and machaniry - . 35,000
Account. Receivable 15,000 ;
Furniture 12,000 -
Land , 7,000
- Capital Reserve . : 2,000
MNotes payable =+ - 5,000
Bank Loan 5,000
Vendors (Ahmed and Bros.) ' 57,000
(Purchase business of Ahmed and Ema]
Venders (Ahmed and Bros) 57,000
Discount on shares (w-1) 5,000 -
Cash A 7,000
Share Capital _ 55,000
(Being the discharge of Purchase -
Consideration as per agreement)
{w-*l} Gﬂcu!ltlun ufdhcuunt on shares issued . .
_ =Rs.57000
Lm: Calh Paid =Rs.7000
_ k i =Rs.50000
Discount Less: Shares Issued {550 = 100) =Rs.55000
A : =Rs.5000
Hiustration No. 11

- - The Lahore Trading Corporation Limited, aaquimdﬂumuhmnfm Nadim and
S0NS, mmsmmoduuhm

Assets | Amount
| Cash at bank . 6,500
Accounts receivable 6.400
Machinery 1.32,100}
Merchandise inventory
Building
- = 1.45.m

m.mmmmm1mwmmmimmmmmuzmm
than the book value. The liabilities will be discharged by the Corporation. The purchase
price was to be paid Rs. 1,30,0004n fully paid ordinary shares, and the balance by cheque.
. Required: Gﬁammanmmwmrdﬂ'uammms




Joumal Entries L
Date Description

. - Dr. Cr.
| Cash at bank 7,500
Accounts recaivable : 7,500
Machinery E - 72,000
Merchandise invéntory : 30,000
Building : ; : _ 30,000
Goodwill {w-1) : 10,000

Bank loan 6,500

Notes payable Fa 6,400

Vendors (Nadim & Sons) 144,100

(Being the various assets -and Habim taken[
over)

Vendors (Nadim & Sans) .~ - 1,44,100. i
Ordinary share capital e _ 1,30,000
: Bank ] . 14,100
(Being the discharge of the purchase| :

consideration).

Working (w-1) Calculation of good will « B
Purchase price : ' " Rs. 1,44,100
Add: Liabilities taken over: g !
Bank Leoan ' " 8,500
Notes payable ' . 6,400
X 1,567,000

Less: Assets taken over:
Cash at bank Rs. 7,500
-Accounts receivable _ Rs. 7,500
Machinery (8000 10%) Rs. 72,000
Merchandise inventory Rs. 30,000
(25000 + 20%) _ .
Building (2500 + 20%) Rs. 30,000 1.47,000
Good will . Rs. 10,000

ISSUE OF SHARES TD CAPITALISE UN-DISTRIBUTED PROFIT

The undistributed profit of the company or corporation is transferred to Profit and
Loss appropriation account or retained earning. If the directors decided that out of the profit
of the corporation a portion may be divided among the share-hoiders, the accounting entry
would be: _



Fmﬁt& Loss appropriaﬁnrn'Rnhimd aarnlng SR » | ) . :
- Dividend Payable ... .Cr. ;
' Innrdnrhr&hinmahin—ﬁmhumﬂmdnctunmdmtnhluﬂmtﬂ
the share-holders in payment of dividend to them. The shares thus , issued, are known as
bonus shares. inhthﬁHMhWﬂmMm&Mmr
further payment. The issue of bonus shares in payment of dividend is called as
‘CWnﬂiﬂnofUanmﬂ' Thetmmﬁumhmmﬂbnnmm
* would be:

Share Cuphal R ...Cr.
_ If bonus shares are Mmmm m:mmﬂ'lg amrrwnuldbe
Dividend Payable ............c..cccecivmn. T M Dr.
Shors Caplill ..o ocismivedinpians sosisimsesnsiantiated Cr
: Premium on shares Cr.
Itlustration No. 12

g - DeﬁghtCorpomﬂunLhnltudshmurﬁ:mdummnfmﬂﬁmm
_ directors decided to capitalise Rs. 75,000.
EW&Mlmmmﬂhmngmm,
(i) 17500 shares are issued at Rs. 10 each -
(i) If 6000 shares are issued at Rs. 12.50 each;
Required: Journal entries in the boocks of Delight Corporation.

Solution:
“ 4 : Journal Entries
S riptio ot Amount
e - ; - Dr. Cr
Profit and loss appropriation Alc. 75,000 ; :
Dividend payable , 75,000
. (Being the amount of profit to be capitalised). : -
Dividend Payable : / . 75,000
Share Capital 75,000
(Issued 7500 bonus share at par valua}
Dividend Payable 15,000 -
Share Capital ' 80,000
- Premium-on shares (8000 x 2,50) 15,000
(Issued 6000 bonus shares at premium)- :

(i) SHARES PAYABLE BY INSTALMENTS !

_ Before the commencement of Companies Ordinance, 1984, companies usually
used to-issue .the shares payable by instalments. These instalments were Application,
Allotment, First Call, Second Call and Final Call. If there was only one call, it will not be
named as First Call. The word first, second und final mmly used when there was more

than one call.
When shares are issued payable by instaiments, the amount due for each




instalment may be debited to share-holders account, byt by doing so no distinction will be
made between the various instalments. Therefore. a separate account is opened for each

instalment, when it becomes due, e.g. Application, Allotment, First Cali, Suoundﬂaﬂand
Final Call.

- mshﬂanEMMdWMmlmﬂmﬂmmunhmﬂmﬂushwm
account.

According to Soﬁﬁnn 68, Sub-section (4) ni' Pakistan GGMpima-.l Ordinance, 1984,
the amount payable'on application on each share shall be the full nominal amount of the
shares, therefore, accounting entries for issue of shares, when payable by instaiments
have not been explained

DEBENTURES OR BONDS
T

A corporation or company generally borrows money by means of lminn

debentures. Adabanmremawnﬂmadumbdgmntbramnrawwaﬂonnfa
loan made to it. It is issued to money lenders under the seal of the corporation. It contains
a contract for the repayment of the pnnqpllwmataspaclﬁeddltnmmupaymmtnf
interest at a fixed rate until the principal sum is repaid.

P e bnpibns f Lk g 3 P odont s Lan kBt Sap 1P
...u—.ﬂ,.q.dhfw,;...;)d’o‘%" P J ki g g-e8lBBSPILLS W F 2
_%dﬂgb,ﬁ:d’ﬁ]ﬂ{n‘bﬁu}Jtﬁb‘bﬂu}-{t{uw}ﬁ‘;ﬁw% -
Kinds of Debentures or Bonds: (IJIJ..-.-(J '
: Thefdlnmngammakuakhﬂtnfdabentummatmwbeiﬁuad by a
corporation. , :
: ' etk
(A) E
)  Simple Naked Debentures or Bonds: =K Ful-

Simple debentures are-those which camy no security as to payment of interest or
repayment of principal sum. The holders of these are Considered insecure, so these are
not popular in present days. Sippla debentures are also called as naked debentures or
debentures

hi",:'..:lf.fd..dl;d:gﬁ;_ﬂ't*{f;ﬁhufsr{,-sz:lqﬁhg{.plf.;u?wlﬂ_rﬁ!dld

bl s 21 S Pu-bel u:i" .a.-uf' WIPIY NS &
i  Mortgage Debentures or Bonds:
hhngagedmm“ﬂmawhimamucumdw-nhﬂamuumunl
the ‘corporation, such as plant, machinery equipmant. land and building. Mortgage
debentures are of the following two types:

_ Building, Land & equipment’y ;""' g Iﬁ'jﬂﬂf I’uﬁr A J:LE TNV S S A
-u_l'r"LJlu d’ul-.-{.-ﬁu:‘dhf
(a) . First morigage debentures
(b) Second mortgage debentures



(a) First Mortgage Debentures
First,; mortgage. debentures are mmﬂmhnh:hrsufwhmhhmiﬁrﬂdummmn
assets charged.
4le ‘ﬁii;gﬁxfu.ﬂb gxﬁu’ Lt il fa-Fnt Mortgage Debentures
-t g
(b - Second noaw Debentures:
m&mmwmmnm ufum:h have a second claim
on the assets charged. :
L L, LSS uME LR ;.EL::_{J-:;J;;:..M Mortgage Debentures
.{..t‘xa’-lﬁu{_ﬁ
(B)
()  Bearer Debentures or Bonds: ...r.:l,-.)u-

The debentures which are payable to bearer are mllad bear debentures. Thau
ammmimmm“mmuwmm

Btz JI'--L.ELM Bearer Debenture &3y i} vEuifatry?
LL,.HL.F IL.,&L._;-’::L-LP L{ﬁf
i)  Registered Debentures or Bonds:-

lfhmmdmmdmmhﬂﬂaammhﬂumd-
the corporation, the debentures are called registered debentures. Transfer of these
debentures must be recorded in the books of the corporation

gF g,mm?” nf _K.rul-;_alnbugzufwg _Argi;:lrtﬁuﬂsizubﬁf J
on ft --f-l"nh"uﬂuxl.'ﬂf _
(C)
(i)  Redeemable Debentures or Bonds: _
The debentyres which are repayable at the end of a specified period are.called
-L.Eri—ﬂ,&Tg.h_L_Jfﬁhﬁﬁ.:-.eu}‘ﬁ}fk(w b{cﬁaﬁdl
(i)  Wredeemable Debentures or Bonds: .
Th:dmmmwhhh are not repayable during the existence nﬂlumrmﬁm
-W“dﬁl})ﬁ!é{ﬁ} ;ﬂrf_’ﬁu
(D)
(i) Convertible Debentures or Bnndl: ' 3

The debentures which called iredeemable debentures are may be converted into
. shares or of the company are called convertible Mnmmmhgmm
debenture holder for conversion.

IR, TR I ol LF U ok Lid p < Convertible Debentures
b L UM sz




(i)  Convertible Debentures or Bonds:

The debentures which called iredeemable debentures are'may be convartud mto
shares or of the company are called convertible debentures. The option is given to
. debenture holder for conversion.

E"J".-r _.;.J:ﬁup’;,f.:,— u:u‘i.ﬁ &ILU, =7 <13l # = Convertible Debentures
-..q_t’.m_ﬂ. Luﬂl!imf-l')l.?l
ISSUE OF DEBENTURES OR BONDS
1

Dabenmms are issued in the same manner as shares. Debentures are always
issued on lump sum basis.- The debentures may be issued at par, at discount or at a
premium. Usually it is practice to prefix ‘debenture’ with the rate of interest. Thus, if the rate
of interest is ten p_emant, the name given will be “10% debentures”. ;
élﬁ&)}ﬁﬂi&iﬁ@{@lnﬁ Mb“%#bfﬁb}Jfﬁplﬁlrﬁ-ﬂ
_?m.#dﬂﬂ;rb;ﬁljf‘,q_a‘ﬂ{bu:rﬁj;kﬁ;ﬂb’ ,.;..Eﬁufd.wf{uygr&.w
Kbl ol (10/2K2

. Accounting Entries for the lssue of Debentures/Bonds
. Following entries are passed at the time of issue of debentures or debentures pay able.
()] When dihtnturnfﬂondi are issued at par.

Bank 1 /Dr.

. Debentures e Cr. |Cr

({0)] When debentures/Bonds are issued at premimum
Bank Dr.
Debentures , Dr. |
Premium on issues of debentures cr
debentures .

(ki) When debentures/Bonds are Issued at discount.
Bank Dr.
Discount of issue of debentures Dr.
- Debentures Cr

llustration No.13: A corporation issued 1000 = 10% debentures of le::-u each, payable
after 5 years. Pass journal entries under each of the following cases:

L Debentures are issued at par.
i. - Debentures are issued at 10% premium
ii. Debanmras are issued at 5% discount

‘General Jnumal
Amount
Descri
- i Dr.Rs. | Cr.Rs.
y Bank v y 1,00,000
Debenture issued at par .




2. Bank : -
10% Debenture

" Premium on issue of debentures
Debentures are issued at 10% premium

3 Bank
Discount on issue of debentures
~ 10% Debenture

| Debenture are issued at 5% discount -

1,10,000
1,00,000
-10,000

- 9,5,000
5,000
1,00,000

Accounting Entries FROM REDEMPTION POINT OF VIEW.

o Debentures issued at Par and redeemabie at Par. _

(a) At the time of Issue:

R O S (DR Sk T 6

....Cr. inal Value

the
debenture

- (b) - Atthe time of redemption:

_cr. | nominal Value

(with the

of debenture

2. Debentures lssued at discount and redeemable at par.

(a) At the time of Issue:

Discount on issue of debentures............Dr.

Cr

actually received. With
the amount of
discount.

With the nominal value
' of debentures.

With the amount

(b) Mﬂuumummm

Deblnlum s | pr.

Cr.

With the nominal value
of debentures.

3.  Debentures issued at premium and r-ﬂumahh at Par:

(3) At the time of issue:_

memdm.”

... Dr.

Cr.

Cr.

With the amount
With the nominal value
of debentures.

With the. amount of.
premidm réceived.

(b) At the time of Redemption:

Debenture ..............

Cr.

whemmml value

| of debentures.




Debentures issued at par and rutnmnhll' at premium:

{a) At the time of Issue:

Dr.

With the nominal value
of debentures.

(b) Armammufﬁndmpnan
Debentures ., 1o
Premium on  redemption of

D,
Dr.

......

.Cr.

With the nominal value
of debentures.

|With the amount of
| premium.

With the total amount
paid.

(a) At the time of Issue:

. Debentures issued at par and redeemable at discount:

.Dr.

Cr.

With the nominal value
of debentures.

(B mmetﬁmafﬂadamptnn

‘Debenture ..

T LSS APEY

With the naminall- value

of debentures.

With the amount nf
actual paid

With the amount of
discount eamed.

 Debentures issued at discount and ud-mhhndhmunt.

(a) At the time os issue:

Discount on issue of debentures

Debentures

.DR

.DR

CR

with  the amount
actually received = -
with - the  amount
discount

With the nominal value
of debentures

(b) At the time of redemption

Profit on redemption of debentures

-.DR

...CR
...CR

With the nominal value
of debentures

With the amount paid

with  the  amount
discount

of debentures interest:

Debenture Interest eypenses.._....... ..

..Cr.




8. mmhmﬂnmmm
" At the end of the financial year, wmmmmmm

accoun would be: "

: Profit and 1088 @DOOUNE ......cvvcesvves ; Tﬁr..

...0r.

Illu;trd-nlln.ﬂ.
o A Corporation issued 500, symwwsmmmm 2010.
The par value of bond is Rs. 1000.each, .

Required: mmmmmmmmﬂm
under each of the following cases separately:
{a) Debentures are issued at par and redeemabie at par. .
(b) Debentures are issued at discount of 5% and redeemable at par..
. (c) Debentures are issued at premium of 5% and redeemable at par. -
(d) Debentures are issued at discount of 5% and rageemable at 5% premium.
(e) Debentures are issued at par and redeemable at premium of 5%.
- Mnmumuﬁmmmum
Solution

Date Description PR | :
. gﬂf Cr.
s o : ' Case -2 A Bl !
June- 1| 8% - debentures payable iE- - 5,00,000
(lssued 500 - 8% debentures atpar) i
| 2015 | 8% - mmmnmﬂum} | .5,00,000|
June -1 Bank E.uu.uuuL
.Mmum-lﬂm} ' B AL - g
: ' Case-b Sk REAEEDE |
2010 | Bank : A, i 4,75,000
June- 1 e ' 5 o |
Dhmmonhm m@m:ﬁ}_‘ . 25,000 ;
8% - Debentures payable (1000x50) |~ } ' - '5,00,000
(1ssued 500 - 8% debeniures at 5% discount) | . :
2015 | 8% - Debentures payable _ ﬁ,uu,muL
June -1 Bank . _ : -5,00,000
(Redemption of 500 — 8% debentures) :
et . Cass-c¢ . g
2010 | Bank ‘ 5250000 - |
. |June -1 8% - Debentures payable (1000 x 500) 0, 5,00,000| -
Premium on issue of debentures (500,000 x -i%} . : 25,000
(500 ~ 8% - debentures issued at premium)




2015 | 8% - Bond payable (1000 x 500) 5.00,000
une-1] - Bank’ : 5,00,000
| -{Redemption of 8% debentures at par) '
Case.—d
| 2010 | Bank Alc 4,75,000
June -1 Mmmdm 25,000 -
"8% - Debentures payable - ot 500,000{
| 2015 | 8% - Debentures payable 500,000
June -1 Fmﬂunmﬂidm#m 26,000
Bank v 5,25,000
(Redemption‘of 500 — 8% bond at mh.um}
it .. _Case-ae . .
|.2010 | Bank Aic 500000
June -1| .8% - Debenturee payable &) - 5,00,000|
500 — 8% debentures issued at bar.
2015 | 8 % Debentures payable 5,00,000
June -1| Pramium on redemption of Borid 25,000
; Bank 5,25,000]
8% Debentures redeemed at premium
' Case -1 .
2010 | Bank 4,75,000
-June-1 Duqmmmutu-h-nmm 25,000 _
' 8% Debentures Payable 5,00,000
. | Debentures issued at discount of 5% i
2015 | Debentures payable 500,000 :
June-1 Bank | 475,000
Profit on redemption of debentures 25,000
Redemption-of debentures 5% discount
Iilustration No. 16

Pass the Journal entries of debentures in each case (Lahore board 2012)

(i) Debentures issued at Rs. 100 and Redeemable at Rs. 100.

(i) Debentures issued at Rs. 90 and Redeemable at Rs. 100

(iii) mmum 110 and Redeemable at Rs. 100

(iv) Debentures at Rs. 100 and Redeemable at Rs. 110

(v) wmum Bﬂmmiﬂs 100

Solution: -
(1)

@

Bank account -
Debentures mnt
. (issued debenture at Rs. 100)
Bank account
. Lesson Issue of debenture
Debenture account

100

100 -

80
20
100



Debenture account 10

(lssue wnmmm] w410

(3) = Bank account g . 10
i Debenture account . 100
: Premium on Debenture account 10

, {lmmmmmm-nmm;

{4) Bank Account -90
Lesson Issue of Debenture -~ + - 10 Tl p
{Mﬂﬂmlmultmmltm u

Illustration No. 16

Ammpmthudtmm:lfm 1Dt‘=-nd1 Pﬂlmmnﬂm

{Gujranwata Board 2012) : _

(a) Issued at per for Rs. 10 aach

(b)- . lssued at discount of 10%

. (c) Issued at pramium of 10%
Solution: b T
(a) m 130,000
: (i) - - - Share application 130,000
{Iﬁuhmnthﬂmm]
(i) a.nphum 130,000
' 1:0#00 %
: MW_EGW.MJ v o
()  Bamk 117000 .. : o
(i) Share - 1 '
: Mﬁmmmm1mmﬂm 9 per share)
Share application - mr000
. (i) Dpct , of shares 43,000
A mﬁ'ﬁ‘ml 130,000
i mmmwhmwwﬁmmﬂn
: lhmm:ghthhmﬂ]
(c) Bank 143000 _ -

{) Share applications 143000
Application Money received
Share application’ : 143,000

(i) ‘Share capital 130,000

g Share Premium 13,000
{mmmmmmmmmm}

lllustration No. 17

h, swummmmmmumulnfhmmmmmmdm
100 each. Issued 20,000 shows to public at a premium of Rs. 10. All the shares were
x 'wmwmmmmmmmmu-m (Lmzm:s}




Solution:

Date ' Description 1:PR-[: ~ | * Credit
Bank - 22,00,000
Share Application . i -22,00,000
(Appl Money received)
Share application . .
Share capital - 22,00,000
Share premium _ o 20,00,000
(Being he amount transferred to 2,00,000
| share premium account) :
: Balance Sheet
As on
Assets Amount Labiates Amount
Cash at Bank 22,00,000 | Authored Capital - 151
50,000 shares of Rs. 100 each | 50,00,000
2&.-% shares of Rs. 100 each | 20,00,000
\ share Premium 1 20,00000
22,00,000 ’ : n.m.nou
, Illumﬂnn No. 18

A company issued 1quoeumnmmatm 100 each. Giup.lmahnm m

each of the following cases.
(i) “The debentures are issued at par and redeemable at par.

(i) The debentures are issued at 5% discount and redeemable at par.
(iil) The debentures are issued at 5% premium and redeemabie at par.
[w}hﬁhnhmmhsudatiﬁdhmunttndmdﬂmﬂaltﬁpumlum

Solution:

Date

"1 PR

Debit

Credit

(i) | Bank account
8% debentures account
(Issue of 1000 8% debenture of Rs. 100 each)

Descriptions

100,000

100,000

(i)

Bank account

Discount on issue of debenture a/c
6% debenture.
(issue 1.000 6% I:Ilblm.lrn at 5% dhmunﬂ

95,000

5000

100,000

(i

¢
—_——

(v)

Bank account

Eﬁdm'u account

premium on 6% debenturea/c - .
‘ssue 1000 6% debenture of Rs. muma
' Rs .185) )

105,000

100,000

Bank account

Loss on Imﬂ&%m‘ﬂc
6% debenture account
Premium of Redemption of debenture afc

ﬂmﬂﬁmﬂmﬂmﬂﬂmmﬁﬂ

dnbmn:ru]

100,000




-

_ ustration No. 19 s Rty

conditions. -
(i) zummwmmmpar
(i) 2000 debentures ysed at 20% discount.
(iii) 3000 debentures used at 30% Premium.

(R

Consider the par value of each debenture as Rs. 100

ﬁmmmwmmamwmmm

.M o0 .m

mmmsuuummwmnrmm:tmmdmmmmm
5 years.

Thumﬂﬁﬂﬂﬂﬂ%dubmﬂmufﬂs 1ﬂﬁnud1atmﬂ-5%ml.
.rnﬂunwhatprammmnfﬁﬂmsrm :

-

Solution: . 19 .
Date : Descriptions ~_| PR.| Debit Credit
" () | Bank account 200,000 | . .
Debentures account k 200,000
| (2000 debenture issued at Rs. 100 each)
iy | Bank account ' 160,000
'|'Loss on issue of Debenture account - 40000 :
- Debenture account ' 200,000
mmmmmugmmm vl
| issued 200/ Discount)
- (i) | Bank account 390,000 1
G Debenture account - -3,00,000
; Premium account - t 90,000
mMmmqmmmmm ’
Premium) :,
Bank Sheat -
Ason___ :
Cash at Bank + 200,000 Dsgalwm 200,000
- [ Cash at Bank ~+ 160,000 | Debentures 200,000
Loss on Issue of debenture 40,000 3
o1 x : - 200,000 A ‘m.ﬂﬂﬂ
| CashatBank - 390,000 | Debenture : x ;00,000
g —_x arnd Bromiin 1 90,000
llﬂltrlﬁnnﬂﬂ.ﬂ . : !
' mmmmwmmmmmmmmmrm'
MM&
'ThIhtHﬂ!ﬁﬂOﬂB%dﬂbﬂﬂthust 1DDaad1atParamlnpayibhata
premium of 5% after § years.
ﬂniﬂunnfﬁﬂﬂﬂﬂ%dﬂbmmmufh wnndutiprlnﬂumnfﬁfﬁlrﬂbb
at Par after 5 years.
ThemnfsumsﬁMrunma 1mmm-umas%mm
at Par after 5 years.



Solution:

: u 3
Journal Entries for lssue of Debentures

Description

Cr.

.

Bank

Loss on issue of debentures.
8% - Debentures payable
Premium on redemption
(Issued 5000 debentures of Rs. 100 each at
Par)

.B'"k
8% — Debentures payable -
'Premium on issue of debantures

[IMEWM&MWDMH

@ premium of 5%)

' Bank :
'-Wmmmm

‘8% - Debentures payable
(lssue of 5,000 debentures of Rs. 1ﬂuatl
discount of 5%) .

Bank 5d

8% - Debentures payable -
(Issued 5,000 debentures of Rs. 100 each at
Par)

‘Bank Afc...

-| (Debentures issued at discount and

Discount on issue of debentures 0
8% - Debentures payable

redesemable at premium)

5,00,000|
25,000

5,265,000

4,75,000(

25,000

_ 5,00,000|

5.nn‘um|
25,000]

25,000

s.m.nuur

5.m.nm|-

5,00,000

Journal Entries for Redemption of Debentures after § Years

Description

PR.

Amount

_ Dr.

>

8% Debentures o |

mehmnnmduﬂpﬂmulw
Bank

mwwamwuns 1m4-_

each at a premium of 5%)

8% Debentures _
- Bank - -
{wﬂmmdm 100
Hl:h] N

8% Debentures

5,00,000
25,000

‘500,000

5,00,000

§,25,000

5,00,000|

5,00,000

 Bank



(Hmmmdmmmdm.mi
-sach) ; _
D | 8% - Debentures . - 500,000
(Repayment of Debantures at par)
E . | 8% —Debentures | .- 5,00,000
- Premium on redemption of Debentures - | - 25,000

(Repayment of Debentures at premium) ,

Amortization of discount and premium means 10 write off the annual amount of
discount and premium at the end of the financial year. In order to find out the annual
amount of amortization, wmamwmmmdmﬂ
hdw“hhnﬂﬁ#mmmnmnw For instance
on 1* January. Dmmumnasonuuummn1um ‘redeamable

10),
r#hduq&ﬁw.;xsfmw)?’fmﬁf’ﬁwm&dwf
Bund S Anekin Lut-Zetel /| " 415Ut on S 4 Discount LLT

Winf sl R Lo 2 L L e 44 ar 110 K2 £ 4115,00,000

. Rl ' .214Premium
50,000 + 10=" 5000
Accouriting entry for amortization of pumlum _ :
Premium on issue of debentures .. T ] With annual amount of

Profit and loss account .. ' e O, - | RO
Auouﬂmmfnrmﬂnﬂmnldhmnt: .
GG EE T S E— With annual amount of
 Discount-on issue of debentures.................... g - S .
Ilustration No. 21

(a) On January 4, 2014 Salim Cnrporahun Limited issued 500 10% debeniures of Rs.
1mmenwm1nmlmhpiﬂ!m.

(b) On 1st January, 2014 Pakistan; Corporation Limited issuad 1000 10% debentures

" - of Rs. 100 each at Rs. 110,'redeemable after 5 years. Interest is paid half yearly.

‘w8 -mc«mwmsmmmuhmmm#m

- @ Rs. 450 each, mmmmirnlﬂhpmmlm
every 6 months. -

Required: (i)  Joumal entries for the issue of debentures.

(i) Joumal entries for the payment of debentures interest upto 31st
December.

Bank 5.26,000{ |

after 10 years. anwmﬂmmmﬂhmsmmm+




- Solution:

(i) Journal entries to ciose the debenture interest.

(iv)  Prepare the Balance Sheet under each of she above cases separately.

v ' Jnumulni!lint&rw:ﬂonl.ﬂ.

Date
2014

Description

PR.

Mt

Dr.

Jan..1

Ju-" m P L . = .
.| (Paynsent of 1st hait'ysar interest)

Dec. 31

. |Dec 31

2014

. Case-A '
Bank
- 10% - Debentures
(Issued 800 10% debentures of Rs. 1mm:

Mr- hl.utm
" Ih* ' ) :

oy

Bank oA
{Payment of 2nd half year intarsst)

T

Exmmﬂmmmmimm
Dnb&nﬂmh“w
(Debenture interest expense tmuflml

 Profit and loss Alc)

- 2,500

50,000|

2,500

5,000(

m-ummamm Ltd.

June 1

Juns 30

Dec. 31

Dec. 31

Bank
10% - Dabenture
Premium on issua of debentures

(Issue of 1000 debentures of Rs. 1ﬂﬂnnf.‘.'hut
Rs. 110) .

mlnmm
Bank i ' ;
(Payment of 1st half year interest)

Debentures interest expense
(Payment of 2rid half year interest)

Expense & Revenue summary(5,000+5,000)
Debenture interést axpense
(Debenture interest expense transfermed hJ

Profit and loss A/c).

1,10,000] -

' 5,000
5.'um

10,000|

£1,00,000

10,000

5,000

10,000




 Case - Ghumlﬁﬁonmm
July 1 | Bank 22,50,000|
* | Discount on llamofﬂtbmh.trh 2,50,000
8% - Debentures 25,00,000|
(Issue of 5000 debentures of Rs. 500 each at
Rs. 450)
Dec. 31 Dahnnh:ruhthmatexpenn 1.00,000
. Bank 1,00,000
(Payment of half-year interest)
Dec. 31 | Expense & Revenug summary 100000, -
: Debenture interest expenses : 1,00,000
%" - | (Debenture interest expenses transferred fi P b
. Case-A . '
‘% ; Salim Corperation Limited |
_ Balance Shest as at 31 Dec, 2014
Assets Amount Liabilities ~Amount |
Bank . y 50,008 | 10% - Debentures 50,000
50,000 ' __50,000
Case-B P » L
Pakistan Co-lporttiml..lmltld
nmsnmunm
Bank 11uum 10% -Debenh.lras -1,00,000
Premium on issue of debentures 10,000
1,10,000 1,10,000
"Case~-C ¢
& Moon Enterprise Limited
Balance Sheet as at 31" Dec, 2014
Assets Amount Liabilities ° Amount
| Bank : : 22,50,000 | 10% - Debentures - *25,00,000
| Discount on issue of debentures |  2,50,000
. 25,00,000 25,00,000
Illustration No. 22 -

umwmﬂmwmn,m,ms&mﬁum

after 10 years. The corporation closes its books annually on 31st December.
- 2014

Jan. 01 Issued 50,000 5% debentures of Rs- 100 each at Rs. 95.
Paid half year interest en debentures.

~ June30

LY




“July 01 Issued 50,000 5% debentures of Rs. 100 each at Rs. 105.
-Dec. 31 Paid half year interest on debentures.

2015: .
June 30Paid 1st half year interest on debentures.
Dec. 31 Paid 2nd half year interest on debentures.

Fl'.llqnhd Hmm:mmlnMMImmmmh
mmmufpmmrummdmnt

Solution:
Joumll Entries

Date: | , . M"m . Amount

2014

Jan. 1 | Bank ; 47,50,000]
Discount on issue of debentures - - 2,50,000
. 5% - Debentures . 50,00,000
- .{mmm1mmmmu¢mmm '

| atRs. 95)

Jume 30 | Debentures interest expanse (w-1) 1,25,000(
Bank _ 1,25,000

(Payment of hulf-yur interest on debentures)

July 01 | Bank 52,50,000
5% - Debentures k , . | . 50,00,000
Premium on issue of debentures ' 2,50,000

[muosnmusummnrm 100 each at|

Rs. 105)

Debentures interest expense (1,00,000% %nﬁ;
Bank ' 2,650,000}

(Payment of half-year interest)

.

Profit and loss Alc ; : 3,75,000
| (1,25,000 + 2,50,000) ot o

Debentures interest expense - 3,75,000

.tDobentum interest oip&nn transferred to
Profit and loss Afc)

| Profit and loss Alc (E.. Note) o 25,000

Discount on issue of debentures ' 25,000
tﬁmxﬁuﬁm of discount on issue of debentures)
Premium on issue of debentures (E. Note) 12,500 h

Expense & revenue sl.ui'n'mry - 12,500
(Amortization of premium on issue of|
debentures)’

Dec. 31 2,50,000




2015
June 30

|pec. 3t

mwmm‘ﬁmﬂtﬁ 1:
mk T I S e ol T LR
tPayrmantuHst htll'-mr mmn)

wmmﬂmm-&-%}

Bank

(Payment of “2nd half-year interest on|

debentures)

e

Profit and loss Alc
(2,50,000+2,50,000)
Debentures interest expense
(Debentures.. interest ‘expense tansferred tn-
Profit and loss Alc)

§,00,000

' 2,50.000|

250000

5,00,000] -

Expense & Revenue Summary. (E. Note)
. Discount ori issue of debentures
{Amortization of discount on issue of debentures)

Premium on issue of debentures (E. Note)
" Expense & Revenue Summary 25,000
(Amortization of premium on issue of}
debentures) '

25,000

25,000

25,000

25,000

Explanatory Note: Debentures are redeemable after ten years, therefors, the discount

andpramh:monmm‘mﬂbumm% uﬂﬂ!ﬁiﬂnuulynund'q;

Working

(W-1) Caiculation of interest on debentures pain on 30th June.
Value of debentures issued = 50,000%100 *= 50,00,000
Rate of interest - =5%

Intarutordubuﬂurupaidmsn'Jm=5ﬂmmﬂﬂ1

5

(W-2) caiculation ﬂmunmmmwn"m
* Value of debentures issued or 1* Jan 50,000 x100 = 50,00,000

- VllunufﬁlhntlJmmmdnH'JulﬁﬂﬂUﬂHDﬂ- 50,00.000
Ratenfmum:t - = 5% !
Period 1* July to 31* December = & months or3 year

i st ORI
00 2 Riﬁm

Interest on debentures paid on 31Dec = 1,00,00,000755 % = Re2,50,000




"y

()  Ordinary shares (i) Nominal sheres
(i) Preference shares *. () Ordinary or nominal shares
Ordinary share is entitied for dividend:

() At fixed rate (i) Before preference shares
(i)  After preference share (iv) Surplus profit
Fixed rate of dividend Is paid to:
() - Ordinary shares (i) Preference shares
{iiiy - Deferred shares , (iv) Al
Payment of dividend is a permanent liability of the company on:
()  Ordinary shares (i) Preference shares

(iii) Cumullﬁvapmftmnum-

(v) Deferred shares -
m-Mummmumﬂm-mumdhm
are:

() P:mdpﬂingmshm

(i) Cumulative preference shares

(ii)  Preference shares

(iv) Re-deemable preference shares
Deferred shares is generally qu-d to:

() Directors ° (i) Under-writers
(i) Vendors . ~(iv) Promoters
The minimum par value is of the: _ :
()  Ordinary shares _ (i) Deferred shares
(i) ~Preference shares (iv) Anyone
. The dividend Is paid at the end to:
()  Preference shares (i) Ordinary shares
(ili) - Deferred shares (iv) Anyone
The amount is retumed to applicants to whom to share is allotted within:
() Aweek (i) 10 days ;
(i) Onemonth (iv) Anytime
Share discount is shown in the balance sheet as:
(i) Anasset (i) Deduction from premium

(i)  As liability (iv) Deduction from premium



1. I‘h-“mmm#mdm#uﬂmu
0] cmhhiﬁﬂ (il Difectors™ '
- {ii) Promoters “(iv) Undér-writér :
12. mmmimmmmmwmhmum
¥ to:- A
(i} Preference share (i) Cumulative preference share
(ii)  Participating preference share
(iv) Re-deemable preference share :
13. - ALimited Corporation can issue shares at the maximum rate of discount is:
Co) . 10%. : @ s A el :
(i) 5% (v) 7% :
14.  Naked debentures is an other name to: Shi,
()  Bearer Debenturs " (i) Registered Debenture
(i)  Mortgage Debenture (iv) Simple Debenturs
15. Premium on lssue of shares Is shown as:
' (i)  Balance sheet (ii) Profit and Loss
(iily  As liability (iv). As expense
1. j2 @]a @|s4 @m]s ole ol7r @
8 @)leo @l wml1 mliz wlam|a @
15. - ;

(i) i WS




Q. 3.
Ans.

Write short answars to the following quntlom*.

Defina share.

TtmmmwhudupﬂnldﬂmJanGnmpanymmwunhﬂfuqud
amount. This unit is called share.

ot ﬁﬁ.ﬁhf'{y LU LAl A &aﬂtﬁ.{i{ﬂf it s £.u" IJ,L;’I F il

...q'..h'ﬂr( Share

Hﬂudmhuﬂﬂuunlllnﬂuhhumnhntﬂm&tmmﬂn issue.
The Joint Stock Company can issue the shares as specified under

.. lq—oﬁfdi?u"&fﬁl;bb@rfljzvf;}
1. . Equitylordinary share*” (e ' "4
2. Preference shamss..™” (F7
3. Deferred shares. i
mummwmqm

Dmmm-unmmmmnmmamwmmm e
They are paid dividend after preference shareholders are satisfied. They da not get

any dividend if there is no surplus profit

Iiy§ AL 5 B A Fo o f TS PO L DS o e o

Q.4
Ans.

Q.s.
Ans.

bl Lol |

_Whlthmnnthyprﬂomlhlm?

ThthmwmmmmMummammnfwm
payment of capital. A fixed rate of dividend is paid to these shares.

LA, (k""’u'-f—dird’c-’{uﬂu{' huﬁd""&quiﬁ’i’ébfwlwﬁfuﬂ

- tlels b
Write down dll'hrlnttrpn of preference shares.
The following are the types of preference shares:
bl ff’;ﬁrau l,:ul-fl.fil.ﬁf

.+ Cumulative ﬁfm shares *” (F 584
2 Non-cumiilate preference shares _
' S0 (ﬁ?(ﬂm Cpmmultnﬁvaj_ﬁ{;f



Q. 1.

T a2

g vee B Paricipating)
4 wmm ¥ R JJJFW‘
" m-ﬂmmmm e s

mhmwmm-n-m?

mmwmmmnﬁdemmuMWmm i
company for each year, If it is not paid it will be cumulated and is to be paid out of

; mmmhwmmmmwhmm

J'_.lu...fuﬂ—w‘lf Euiaege s FEus Cel P Mg

KLkt o i ISR it SO LI -

What is meant by Non-cumufate preference shares?

* The payment of fixed rate of dividend is the liability of the-company for each yeer, If

mmmummmmﬂmnmmmwmm
the campany to pay it in the succesding year. -

Lnalrdose s SFEEuSBe w:a: P LB O
L @-u;JﬁJs»;iﬁucu;»Li,if;‘

mhnmuynrﬁclpmmmm?

 These shares enjoy the right of fixed dividend alongwith fhe sharing the surplus
sharsholders.

profit after the payment of declared rate of dividend to all other
. deﬁumz’.’ﬁmd’ dw{mu.ﬁnai,.,mﬁévc)uﬂumwﬁﬁn

: - e bl ledt

What is meant by redesmable m:huu?

'Tmmmrhugmhapﬁmhmhﬂmmmmwm

shares after a fixed period or at any me.

C ety LJFI'L)T_#‘JHL J.!u_/"l._:’:gﬁﬁ L,-r[. UIJ]W!JLLL#-

Whiat is meant by IR-redesmable preference shares?
The capital invested in these shares is not retumable-in hihilnmpmy it
Hﬂhmﬂﬂﬂﬂu‘ﬂmynmnhdup

~§-Fe U BIEF o Hohou
What is meant by deferred shares? s
wmum“muwnummmummmmm
dividend 1o all other classes ta their satistacton.
_.;..rq,pdhmﬁa_fr:rdbufuuw‘.,mﬁﬁgimwl

What is meant by alletment letter?

After the scrutinization of the applications the directors aliot shares and infarms the
apmnhumammnllhm“ummmmmmmhm
letter is called allotment letter.




/i um:....-i:i‘;;ulbuh J ¥l ..u!L./r U u"ﬁ P .;,JJ'H}_-FLI“JJ-# }}r F15a0 ﬁdﬂ;éer uﬁ'lf.u

Qs

Q. 14.
Ans.

LELBEF S DSz & SLB - B
Wlun the applicants become the shareholders of the company?
mmmmtmmwmmm the applicants become

' the shareholders of the company.

BLyh oL m,_am,.gam@.-:g,pgf

What is meant by letter of regret?

Directors may reject the applications due to any reason. Ahthrufmhhﬂni
by directars to these applicants, it is called letter of regret.

ﬁ J /ﬁ-:fl.f.lr UJMJ—-"LJJ}EJJ.LJL,?L{JLP bt/ Lﬂﬂzl}f I};:pfdmz& J UFFifn

Q. 16.

+l‘1;lfﬂ.lﬂut£+&rdfn=u#‘=-¢d lﬂf e}
hﬂuhwnﬂwhpmyhmlhhmm&hmﬂ

: Thnnpplmﬁannmrhhbnmﬂnud%hﬂﬁlﬂnhrﬁuhsuamenf

rejection letter.
Ot IRl sin Egnsr Ewol Shed Losiiv d’..»-’uTJJ"

What is meant by umlﬂwrhrl?

Tmmm“mummhmmmponﬂblmdmeumaf
specified No. dmthHprnumbﬂdﬂHmwﬁhbmnm
mmmmmm“mmmm

AP LS I L L LI BT SIS o33 )8 L2 Lo S g

Q. 17.
Ans.

Q. 18.

Q. 19.

_ —ﬂLﬂfthﬂJfﬁ'uﬂwlfd’Lﬂ;#:}fﬂ
What is meant by the face value of share?
The face value of the share is the value printed on it

--nf-c]'i"n'r (Fact Valve) =25/ % u"ngv’p
Shlr-hlu.litplrllwhlt? : :
memmmdatthufnuuluanfmamuwudmduw

' .q..l'tlr"‘ (Issuudatl’u#{-—}w'b#trd'ff

MMHWHM

Thaahuuuuﬂﬂaprmhﬁﬂtmhhﬁuﬂuudm&nﬂdm
issued atpremium. For example a share of Rs. 10/- is issued atRs. 12/= Rs. 2/-
will be the premium.

L'..;'..u]mﬂ‘-.-q.t'ilt( {lmed:tl’rennum)l?{._} . U;-Ju?'{m{f !'b” ;
_b'm;-?r-’{.a_uz._;:_,m{;;;:ﬁ.mzln s



Q. 20. Shares issued ddhuuunthwhat?

m'

i ek o i otaribiy Ieund o & Ieohe M0N0 Rl valkes 10 clod Al

. Issued at discount. Fnrmmpbllm:lfﬂs 10/= is issued at Rs. 9/= Re. 1/=

~ will be the discount.

Q. 21.
Ans.

..-PbLu:ml#-q_ ru{ (Issued at Discount) t-e{h.-r’ it wz,»{u"fu"’

_ -fn_*hm,-u.,fu_-;ﬂfédhug

How payment of shares is made?

GmnpanymtmﬂdmmtalluwhpwmuﬂDfMHWHm :
lum-sum payment is made on submission of application for purchase of shares.

c’...ar;;;Jd;u}Ju"u‘bJ‘,d’.,:LwﬁmJJJJ’Jﬁ;‘l_gg;J R
_.,-.dnt/ﬁm(ﬁwiv&u,/ '

Q. 22, Whatllmntbynvlrluhlcrlpﬂon?

Ans.

e

Ifmnmplicaﬁommminmnfwﬂphl itilﬂlludwer
subscription.

-2 0/ Over sm:ipﬁondﬁ;fgﬁ}mﬂwpa&@

Q. 23. What is meant by under subscription?

Ans.

Ifapplicntlunammaﬂwdluuﬂunﬂuhiuuduphl It is called under
subscription.

--f,-.dw’ LlnderSubm:npnun dﬁJurw&.,uﬁqufmu

Q. 24, 'Mlltjnumlhntrfwlllbtplmd on recelpt of application?

. Ans.

Bank alc. -
Share application alc.

" (Applications received.)

Q. 25. What joumll entry will be plllld when shares are allotted?

~ Ans.

Q. IE
Ans.

Share application afc.
“Share capital a/c.
(Shares are allotted.)
What journal entry will be passed when sluru ll'l llluthl:l at premium?
Share application alc.
Share capital a/c.,
Share premium a/c.
Shares allotted at premium.

Q.27 mmlmﬁu_nmmmﬁm'maw'

Ans.

EI - I. " m' = - A ;




» Share premium alc.

Q. 28.

Q. 20.
Ans.

Discount on share alc.
» Share capital alc. -
(Shares allotted on discount.)
What is debenture? ' »

It is a written debt instrument, given under the seal of the company. It may be
defined as a certificate issued by a company under its seal acknowledging a debt
due by it to its holder. '

What are different kinds of debentures?

~The following m_meﬂ?rmummdubqnw:

| | weidiznd =t
1. Simple Debantes | =Kl vy
2. Mortgage Debentures ey
3. Bearer Debentures 7 (8
4.  Registered Debentures K237
5. Re-deemable Debentures RS ST
6. IR-Re-desmable Debentures AP et
7. Covertable Debentures U

"\.lJIr

"

i



@ h v

nl ETIONS!
- ﬁ.-*

Describe the different classes of shares into which share capital is usually divided?
What is meant by issuing shares and debentures et premium and at a discount.
How should such premium and discount be treated in books of & corporation?
Name the various classes of debentures and expiain each:

WWMMMMUWUMMMWN
debentures/debentures. ;

What entries are passed when a company purchases a running business?




EXERCISES

No. 'l Make Journal entries for each of the following cases separately:

U}
(i)

(iii)
(iv)

No. 2.

On 1st August, 2013 Muslim Corporation Limited issued 500 shares of Rs.20 each

" to promoters in connection with their services.

On 10th September, 2013, 5,000 shares of Rs. 20 each were offered to the
general public. Applications were received for 4,500 shares on 20th Saptember.

- These shares were allotted on 30th September. Payment was received in full with

applications. :
3,000 shares of Rs. 20 each were taken by the under-writers on 10th December.

The. corporation issued 2,300 shares of Rs. 20 each as fully paid to the mum'
on 31st December.

Pass the Joymal entries of the following transactions in the Juumal nf the
corporation.
: (a) A limited :a:mpany issued 30,000 ordinary shares of R: 10 each at Par
and payable in full. These shares were fully subscribed and paid-up. -
(b) The company issued 4,000 shares of Rs. 100 each at a premium of 10%.
All the shares were-fully subscribed and paid-up. ;
{c) The company issued 5,000 ordinary shares of Rs; 50 ud'l at a discount of
10%. All of these shares were fully subscribed and paid-up.
(d) The board of directors issued 500 ordinary shares of Rs. 100 atRs. 110to
promoters in consideration of services rendered by them.
No. 3, Record the following transactions in the Journal of Sultan Company Limited. :
(i) Purchased building Rs. 50,000, Furniture Rs. 30,000 and machinery
_ Rs.45,000 from Ramzan & Bros. Sultan Company Limited issued 1,250
shares of Rs. 100 each fully paid.
(ii) Sultan Company Limited purchased land Rs. 80,000, equipment
Rs.25,000 and furniture Rs. 15,000 from Aftab & Bros. Sultan & Co. issued
10,000 shares of Rs. 10 each fully paid and the balance in cash.
(iii) Suitan Company Limited purchased the business of M/s. Nadim & Sons at
the book value as under:

: Assets Amount : thlliﬂn Amount
Machinery & Equipment 85,000 |Accounts payable © 15,500
Accounts Receivable ; 15,000|Bank loan 20,500
Merchandise Inventory "20,000

Sultan Limited paid cash Rs. 34,000 and issued 500 shares of Rs. 100 each fully

paid in full satisfaction of the Purchase Consideration.

No. 4.

(@ 2,500 ordinary shares of Rs. 10 each were issued to promoters in

connection with their services at a premium of Rs. 2 per share.
(b) 3,000 ordinary shares of Rs. 20 each issued to the public at a premium of
Rs. 3 per share. Applications were received for 2,800 shares. These
; shares were allotted in full and paid-up.
(c) The Company allotted 1,300 shares of Rs. 25 each to the directors fully
... paid at a premium of Rs. 5 per share. '
(d) 1,900 shares of Rs. ﬁﬂmmmmuwpuhhumadhmmufﬂs 5 per
shara. Applications were received in full. These shares were allotted in full




Required: Give journal entries in the books of Mléim Company Limitod undarm
- of the above cases separately.

No.5. Kashif Company Limited was incorporated with a registered capital of Rs. 3,00,000

divided into 60,000 shares of Rs. 5 each. It issued 40,000 shares to the public and
10,000 shares o the dhctufrliti premium of Re.1 per share. Subsmpth:n:m
received in full and these shares were allotted.

Required: Make Journal entries and show the balance sheet of the company.
Answer: Balance sheet Rs. 3,00,000

‘No. 8. Adil Company Ltd. with an authorised capital of Rs. 2,00,000 divided into 2,000
shares of Rs. 100 each’ has taken necessary steps to issue 800 shares at a
discount of 10%, Out. of thesa 300 shares were lssued to directors and 400 shares

: mmmmmmbwmmmm All these shares were

: allotted.

Required: Hmﬂﬂ'uabowtmm:mm-bmhnfhmmandﬂwﬂu
Balance Sheet. ,

Annnr Balance Sheet Rs. 68,000 -

No.7. The Pakistan Co. Lid., acquired the running business of Pakistan Engmnring un
the basis of the following Balance Sheet.

. Assats Amount Equities - Amount
| Current Assets: ; .
Mechanised inventory 25,000] Account Payable R 11,000
Amount Receivable 5,000] Capital Pakistan engineering 50,000
Furniture - - 1,000 ' :
Plant 30,000
g 61,000 : : 61,000

The vendors were to be paid Rs. 40,000 in full satisfaction of the purchase price in’
1,000 shares of Rs. 1ummmmmmmmmm125ﬂm-num-mM
in cash.
Required: &mthamiaunmibmuﬂﬂmcmnpmy-mahnqhmmn&mﬁnns
assuming that the purchase price was paid. (D. Com. § - 84) .
No. 8. The Balance Sheet of M/s. Wasim & Salim is as under at December 31, 2013.

- Assets Amount " Equlities | Amount
Goodwill ' - 10,000} Accounts payable : 20,000
Plant and machinery 30,000 Wasim's Loan 10,000
Premises - 35,000 General Reserve 5,000{ -
Merchandise inventory 24,000 Wasim's capital ' 50,000
Accounts receivable +20,000| Salim's capital v 40,000
Investment 5,000 ; y
Bank _ "~ 1,000 :

1,25,000 1,25,000

On 1st January, 2014 a new company X Ltd. took over the bwmm It did not take
over investment and bank balance. it agreed to assume the liabilities except Wasim's loan.
The purchase consideration was fixed at Rs. 1,20,000, to be paid in the form of 8,000
shares of Rs. 10 each issued at Ha 12 and the balance in cash. The company valued plant




and machinery Rs. azmﬂmmnm 30,000 Thnmmpunyu:uad4umm
to public at Rs. 12 each.

Required: Give Journal entries in the books of X Lid. and balance sheet. -

Answoer; Balance Sheet Rs. 1,690,000

No. 8. MMMMUMMMIMﬂMMMR}Hm The
board of directors decided, to capitalize Rs. 45,000. Gmhm entries under
mwmmww
(a) If 450 shares of Rs. 1Dund1mhcu-dltPlr.

(b) If 400 shares of Rs. 1monmmiuuudaiaptwmnf12m%
(c) If 500 shares of Rs. 100 each are issued at a discount of 10%.
Hﬁ.“ll The board of directors of Aftab Shahid Corporation Limhddldd-dﬂ'ﬂtoutnfmu'
profit of the corporation Rs. 35,000 may be divided among the sharehoiders in the
; shape of bonus shares. L '
™ Required:  Give Joumal entries of the following cases:
! {i) 3,500 shares of Rs. 10 each are issued ltFar

{ii) 3,000 shares of Rs. 10 each are issyed at Rs. 11 per shares. ' -
(iii) 4mﬂ:hmdh1nmhnuundlt::hmntdh125w
share.

~ No. 1%. thawj&nﬂmﬁhﬂhhﬂaﬁmhmﬂm:lnhmﬂm '
record:

(a) - Habico Company Lid. agreed to purchase from Lutfi and Co. the assets
i.e., building Rs. auunumm 50,000, office furniture Rs. 20,000 and

Lutf
(b) mmmaw#mmmmumzmmmm
. the founder members against their services, They agreed to accept
ordinary shares of Rs. 25,000 against their services (250 shares of Rs.
100 each). ; '
(c) The retained eaming balance of Stars Co. Ltd. is Rs. 12,75,000 The Co's
- ordinary shares vaiue is Rs. 10 each. The board of directors decided to
capitalize Rs. 7,50,000 and company Issues 60,000 ordinary shares at Rs.
12.50 each (including Rs. 2.50 as premium).
No.12. Adam Jee Ltd. With an authorized capital of Rs. 100,000/- divided into 1000 shares.
of Rs. 100 each. The company-issued 1100 shares of Rs. 100 each at the discount
" of 10%. The company received application for 1000 shares, All application were
allotted and all money received. During the year company made a Capital profit of
Rs. 10,000/-. It was decided to write off the discount of Rs. 8000/- nutnfmuproﬂt
Required: Pass necessary journal entries and balance sheet. .
No.13. Journalise the following transactions in the books of company upto 31st December,
2013 : :
(a) On 1st January, 2013-Alam Company Limited issued 1,000 - 8%
debentures of Rs. 100 each, redesmabile at Par after 10 years. Interest Is
; payable after § months on 30th June and 31st December.
(b) On 1st January, Jhelum Supply Corporation Lid. issued 100 - 9%
debentures of Rs. 100 each, at 10% premium, redeemable after 5 years.
Interest is paid half yearly.



©

Star Corporation Limited issued 5,000 - 8% debentures of Rs. 10Q each
15t July, mammmmmmmsml upﬂ'

 twice a year, after every 6 months. - _ W

No.14 Pass journal entries for the following:

(0

.

(i)
(W)

.e

A company issued 1,000 — 8% deb mmmma
A th - 8% or: 100 each

. Acampany i #ﬁm
"A company Issued 1000 - ﬁmmm1mmmmd. .
10% -
mmammwmmwmmmmw
Rs.400,000/-

No. 18, mmmmmmmmwﬂmmwu
following transactions:

-0
(i)
(i)
(V)
W

The issue of 1,000 - 1n‘!ﬁmdﬁm1mmnpﬂwﬂ
Funﬂurluylln.

The issue of 1,000 - 1Dﬁd&h¢nmmufﬂt1mud11lplmof5%
repayable at Par-after 10 years. :
The issue of 1,000 - 10% debentures of Rs. 1ﬂﬂllmnldhmuntnfﬂ
repayable at Par after 10 years.

The issue of 1,000 - 1ﬂiMmﬂﬂg1mm1Fummhlt_
a premium of 5% after 10 years.
Thauuuunﬂnm-w%dmﬂturunlm 100 each at 5% discount

'wbhﬂ-prmuﬁmm'm

No. 16. Journalise ti® following transactions:

ol ol o ol

Issue Rs. mmmmuwmuw

Issue Rs. 70,000 9% debentures at premium of 5% redeemabie at par.
Issue Rs."70,000 9%,-debenture at a 10% discount redeamable at par.
lssue Rs. 70,000 9% debenture at par redeemable at premium of 5%.
lssue Rs. 70,000 9% debentures at a discount of 5% and redeemable at a

premium of 10%.

No. ]1" Kohistan Limited decided 10 issue 10,000 debentures @ 12%, redeemable after 5
years. The company closes its books each year on ammumhar

2013
Jan. 01
June 30
July 01
Dec. 31

2014
June 30

Dec. 31
Required:

Ims.mudlb-nhmufm. 100 each at Rs. 95
Paid haif year interest on debantures.
Issued 5,000 debentures of Rs. 100 sach at Rs. 105.

“Paid the half-year interest on debentures.

N "_I : "
Paid 1st half-year inlerestn debentures.
Paid 2nd haif-year interest 'on debentures.

mwmminhmmmmmmm
amortization of premium and discount. ,







