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BLOCK-I 



UNIT 1 INTRODUCTION OF 

ACCOUNTING 

The Unit Covers : 

1.1 INTRODUCTI0N 
1.2 NEED F0R ACCOUNTING 
1.3 MEANING OF ACC0UNTING 
1.4 FEATIJRES 0F ACC0UNTING 
1.5 ACC0UNTING CYCLE 0R PROCESS 
1.6 0BJECTIVES 0F ACC0UNTING 
1.7 ACC0UNTING INFORMATION 
1.s ADVANTAGES 0F ACC0UNTING
1.9 UMITATI0N 0F ACC0UNTING
1.10 ACCOUNTING AS AN INFORMATION SYSTEM
1.11 BRANCHES 0F ACC0UNTING
1.12 BOOK- KEEPING VS ACC0UNTING
1.13 IMPORTANT TERMS
1.14 ACCOUNTING C0NCEPTS
1.15 ACCOUNTING PRINOPLES
1.16 ACC0UNTING C0NVENTI0NS
1.17 ACCOUNTING STANDARDS
1.18 ACCOUNTING EQUATI0N
1.19 RULES OF DEBIT AND CREDIT· JOURNAL & LEÖGER 
1.20 MECHANICS 0F AN ACCOUNT
1.21 CLASSIFICATI0N 0F ACCOUNTS
1.22 SIGNIFICANCE 0F DEBIT AND CREDIT IN ACCOUNTS
1.23 REFERENCES / SUGGESTED READING

INTRODUCTION 

A businessman carries out many transactions in bis day-to-day activities. He may 

make a number of sa1es or purchases of a ournber of items during the year. All these 
transactions are needed to be recorded down lest the businessman may forget when 

a specific item was bought or sold. He may give out goods on credit to bis cus

tomers and he may not remember all of them Thus he must put clown the trans

action in a recorded form That is why keeping of accounts in a business is impor

tant 

INTRODUCTION 

OF 

ACCOUNTING 

NOTES 
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Thus, every firm or institution should be very careful and vigilant about its financial 
position. The finn, at tbe end of each year, ascertains its earnings and financial 
position in teams of capita! invested and assets ofthe business finn. 

For providing such information, accounting came into existence. It provides infor
mation on earnings, expenses, assets, liabilities, debts etc. 

1.3 MEANING OF ACCOUNTING 

Every person, businessman or oth
envise, concerned witb money mat
ters cannot fully rely upon his 
memory. The arnowit, volume and 
tbe duration of such money mattera

make it necessary to create a 
record of the different transaction 
during a period. A businessmen 
need such record for two purpose 

I. ascertaining tbe working re
sults ofhis business;

2. tbe increase in bis net as
sets.

ACCOUNTING: a dctailed repon 
of dae fl.nancial state or t:ransactions of 11 

a flrm.

The themy and system of setting up. main
tainin& and auditing the books ofa finn; art
ofanalyziog tbe finm;ia) position am oper
ating results of a busincss house from a 
study of a saJes, purchases. overhead, etc. 
å accouming. 

' It is not euy to provide a coix:ise definition 
of accoW1ting since the word has a broad 
application wilhin busincsses and applica
ti>Ds. 
It is said that accounting is thc Janguage ol j
tbe btJSiness. So in order to understand the 
a1liun of a finn financial stateinmts sbould 
be very accurate.These purposes can be served by a 
I n tbe WOids oftbe committce on terminolsystematic record of all monetary ogy ofthe American lnstitute ofCertifiedtran.sactions, relating to his business. Public Accountants: 

For other person also a record of ....., _____________ �
the financial matters is necessary to "Accounting is the art of recording, 1·

classifying and summarising in terms quantity, the surplus ofincome over of money transactions and events of fi- ,expenditure and of assets over li- nancial character and interpreting the.
abilities. This systematic record is result thereof " 

1acoounting. - AICP,1 Committee 
Accounting is a process-oriented task that follows a prescribed series of steps in 
order to keep track of, and record. the balances ofthe various accounts. Account
ing is the method in which financial information is gatbered, processed, and summa
riz.ed into financial statements and reports. 

When a business makes a transaction, the effect ofthat transaction is recorded in 1 
the accounting system Accowiting is the process of keeping track ofthe changes, 
which are brought out by tbe new transactions, recording and then reportmg them. 

Definition of Accounting 

D "Nearly every business enterprise has accowiting system It is a means of 
collection summarising, analysing and reporting in monetary terms, and of 
informations about business." - R.N. Anthony
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1.23 REFERENCES / SUGGESTED READING
Gupta, A., & Gupta, A. (2021). Financial accounting for management. Pearson 
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Education. ISBN: 978-9354600140
Maheshwari, S. N. (2018). Corporate accounting for managers. Vikas Publishing 
House. ISBN: 978-9325982429
Jain, S. P., & Narang, K. L. (2019). Advanced corporate accounting. Kalyani 
Publishers. ISBN: 978-9327297842
Lal, J., & Srivastava, S. (2020). Financial accounting: Principles and practice. Himalaya 
Publishing House. ISBN: 978-9353670953
Pillai, R. S. N., & Bagavathi, V. (2021). Advanced accountancy (Vol. 2). S. Chand 
Publishing. ISBN: 978-9352837241
Khan, M. Y., & Jain, P. K. (2021). Financial management: Text, problems, and cases (8th 
ed.). McGraw-Hill Education. ISBN: 978-9389811265



UNIT 2 JOURNALS & LEDGER 

The Unit Covers :

2.1 INTRODUCTION 
2.2 JOURNAL 
2.3 RULES OF JOURNALISING 
2.4 COMPOUND JOURNAL ENTRY 
2.5 ENTRIES OF DISCOUNT 
2.6 TRANSACTIONS REGARDING BAD DEBTS AND 

BED DEBTS RECOVERY 
2.7 LEDGBl 
2.8 RELATION BETWEEN JOURNAL AND LEDGER 
2.9 RULES FOR POSTING TRANSACTIONS 
2.10 BALANCING THE ACCOUNT 

2.1 INTRODUCTION 

Journal is something you start with yom accounting process. Accounting in other 
terms, starts from here and goes to finalising the accounts. The book in which a 

transaction is recorded for the first time from a source document are called 'Books 
of Original Entry'. Journal is one of the basic books of original entry in which 
transactions are recorded in a cbronological ( day-to-day) order according to the 
principles of double entry system. This chapter introduce � to journal and 
journalisiq.g our accmmt ·m a systematic manner. By the end of this chapter you will 

be in a position to hawk joumalasing of your transactions. 

JOURNl\l 'i.� 

L([X,11, 
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Dec 10 Sold goods to Mohan & Co. for Rs. 32,000 

at 5% trade discount. 32,800 

Dec 13 Received cash from Mohan & Co. 19,800 

Discount allowed 200 

Dec 15 Paid cash to Mr. D 14,850 

Discount received 150 

Dec 20 Sold goods for cash 25,000 

Dec 24 Sold goods for cash to Sudhir Ltd. 18,000 

Dec 25 Paid for rent 1500 

Dec 26 Received for commission 2,000 

Dec 28 Withdrew cash by Abhinav for bis personal use 5,000 

Dec 28 Purchased a fim for Abhinav's house 1,200 

/Ans. : Total of Trial Balance Rs. 1, 74,850 

Dr. Balances : Cash Ils. 6,250; Purchases Rs. 106,000; Machin
ery Rs. 4000; 

Mohan & Co. Rs. 10,400; Rent Ils. 1,500 and Draw
ings Ils. 6,200. 

Cr. Balances : Capita/ Rs. 80,000; Mr. f!. Rs. 15,000, Purchases 
Returns Rs. 4,000; Discount (Received), Rs. 450; 
Sales, Ils. 55,400 and commission Rs. 2,000 

2.11 REFERENCES / SUGGESTED READING
Pillai, R. S. N., & Bagavathi, V. (2021). Advanced accountancy (Vol. 2). S. Chand 
Publishing. ISBN: 978-9352837241
Khan, M. Y., & Jain, P. K. (2021). Financial management: Text, problems, and cases (8th 
ed.). McGraw-Hill Education. ISBN: 978-9389811265
Weygandt, J. J., Kimmel, P. D., & Kieso, D. E. (2020). Accounting principles (14th ed.). 
Wiley. ISBN: 978-1119592247
Bhattacharyya, A. K. (2019). Essentials of financial accounting. Prentice Hall India 
Learning. ISBN: 978-9389165849
Gupta, R. L., & Radhaswamy, M. (2019). Advanced accounting (Vol. 1). Sultan Chand & 
Sons. ISBN: 978-8180548504
Grewal, T. S., & Gupta, S. C. (2021). Introduction to accounting. S. Chand Publishing. 
ISBN: 978-9389310966
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March 25 Returned to Sri Ram & Sons 2 Ele<;tric Boards. 

You are required to prepare (i) Purchase Book (ii) Sales Book 

(iii) Purchase Return Book (iv) Sales Return Bock

{Ans. : Total of purchase book Rs. 39, 820, Total of Sales Book Rs. 4200, 

Total of Purchase Return Book Rs. 324, Total of Sales Return Book ·

Rs. 240 

Purchase of Typewriter should be enured in Journal proper 

3.10 REFERENCES / SUGGESTED READING
Maheshwari, S. N. (2018). Corporate accounting for managers. Vikas Publishing 
House. ISBN: 978-9325982429
Jain, S. P., & Narang, K. L. (2019). Advanced corporate accounting. Kalyani 
Publishers. ISBN: 978-9327297842
Lal, J., & Srivastava, S. (2020). Financial accounting: Principles and practice. Himalaya 
Publishing House. ISBN: 978-9353670953
Pillai, R. S. N., & Bagavathi, V. (2021). Advanced accountancy (Vol. 2). S. Chand 
Publishing. ISBN: 978-9352837241
Khan, M. Y., & Jain, P. K. (2021). Financial management: Text, problems, and cases (8th 
ed.). McGraw-Hill Education. ISBN: 978-9389811265
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4.8 REFERENCES / SUGGESTED READING
Weygandt, J. J., Kimmel, P. D., & Kieso, D. E. (2020). Accounting principles 
(14th ed.). Wiley. ISBN: 978-1119592247
Bhattacharyya, A. K. (2019). Essentials of financial accounting. Prentice Hall 
India Learning. ISBN: 978-9389165849
Gupta, R. L., & Radhaswamy, M. (2019). Advanced accounting (Vol. 1). Sultan 
Chand & Sons. ISBN: 978-8180548504
Grewal, T. S., & Gupta, S. C. (2021). Introduction to accounting. S. Chand 
Publishing. ISBN: 978-9389310966
Jain, S. P., & Narang, K. L. (2019). Advanced corporate accounting. Kalyani 
Publishers. ISBN: 978-9327297842
Lal, J., & Srivastava, S. (2020). Financial accounting: Principles and practice. Himalaya 
Publishing House. ISBN: 978-9353670953
Pillai, R. S. N., & Bagavathi, V. (2021). Advanced accountancy (Vol. 2). S. Chand 
Publishing. ISBN: 978-9352837241
Khan, M. Y., & Jain, P. K. (2021). Financial management: Text, problems, and cases (8th 
ed.). McGraw-Hill Education. ISBN: 978-9389811265



UNIT 5 DEPRECIATION 

The Unit Covers :

5.1 INTRODUCTION 
5.2 DEFINmON 
5.3 CHARACTERISTICS OF DEPREICIATION 
5.4 CAUSES OF DEPRECTATION 
5.5 NEED/IMPORTANCE/OBJECT 
5.6 DIFFERENCES 
5.7 DEPRECIATION, DEPLETION, AMORTISATION AND 
5.8 OB�OLESCENCE 

5.9 METHODS OF CALCULATING DEPRECIATION 
5.9.1 - STRAIGHT UNE METHOD 
S.9.2 - REDUCING BALANCE MEn-iOD

5.10 DEPRE CIATION ON VARIOUS ASSETS 

INTRODUCTION 

Generally, the term 'depreciation' is used to denote a decrease in vatue but in account

iQ.g, it is used to denote a decrease in the book value of a fix.ed asset. Depreciation 

means a decrease or decline in the quality, quantity or value of an asset due to its 

constant use in tbe business. In other words, depreciation is the permanent and gradua1 

decrease in the value of an asset. The net result of an �sset's depreciation is that 

Sooner or later the as set wiil become useless. 

DEPRECIATION 

NOTES 
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5.11 REFERENCES / SUGGESTED READING
Gupta, A., & Gupta, A. (2021). Financial accounting for management. Pearson 
Education India. ISBN: 978-9353435408
Narayanaswamy, R. (2017). Financial accounting: A managerial perspective (6th 
ed.). PHI Learning. ISBN: 978-8120352850
Singh, R. P. (2020). Fundamentals of financial accounting. McGraw-Hill 
Education. ISBN: 978-9354600140
Horngren, C. T., Harrison, W. T., & Oliver, M. S. (2018). Financial accounting 
(11th ed.). Pearson. ISBN: 978-0134728362
Weygandt, J. J., Kimmel, P. D., & Kieso, D. E. (2020). Accounting principles 
(14th ed.). Wiley. ISBN: 978-1119592247
Lal, J., & Srivastava, S. (2020). Financial accounting: Principles and practice. Himalaya 
Publishing House. ISBN: 978-9353670953
Pillai, R. S. N., & Bagavathi, V. (2021). Advanced accountancy (Vol. 2). S. Chand 
Publishing. ISBN: 978-9352837241
Khan, M. Y., & Jain, P. K. (2021). Financial management: Text, problems, and cases (8th 
ed.). McGraw-Hill Education. ISBN: 978-9389811265



UNIT 6 PROVISION & RESERVES 

The Unit Covers : 

6.1 INTRODUCTION 

6.2 PROVISION 

6.3 RESERVES 

6.4 1YPES OF RESERVES 
6.5 INVESTMENT OF RESERVES 
6.6 ACCOUNTING FOR RESERVES & PROVISIONS 

INTRODUCTIQN 

In every business there is always a chance of incuning losses or unexpocted ex

penses in the future. So, it is advisable desirable that the entire profits should not 

be distnbuted among their owners. The arrangement made to adjust unknown losses 

iri future - provisons and reserves are created. They are quite distinct from each 

other and cannot be used interchangeably. 

Rrovision & 

Reserv�s 

NOTES 
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Q.3. EXTRACT OF TRIAL BALANCE 
AS ON 31-3-2007 

Provision for Doubtful Debts 1-4-2007 

Bad debts 

Sundry Debtors 

Dr. Cr. 

Rs 

16,000 

5,00,000 

Rs 

35,000 

Adjustment: (i) Written o:ff further Bad-debts Rs. 10,000. 

(ii) Create a provision for Doubtful Debts at 6% on Sundry Debtors.

Pass the Journal Entries, prepare necessary account and show the e:ffects on 
Final Accounts. 

[Ans -Amount debited to P&L Ale - Rs. 20,400] 

6.7 REFERENCES / SUGGESTED READING
Gupta, A., & Gupta, A. (2021). Financial accounting for management. Pearson 
Education India. ISBN: 978-9353435408
Narayanaswamy, R. (2017). Financial accounting: A managerial perspective (6th 
ed.). PHI Learning. ISBN: 978-8120352850
Singh, R. P. (2020). Fundamentals of financial accounting. McGraw-Hill 
Education. ISBN: 978-9354600140
Maheshwari, S. N. (2018). Corporate accounting for managers. Vikas Publishing 
House. ISBN: 978-9325982429
Jain, S. P., & Narang, K. L. (2019). Advanced corporate accounting. Kalyani 
Publishers. ISBN: 978-9327297842
Lal, J., & Srivastava, S. (2020). Financial accounting: Principles and practice. Himalaya 
Publishing House. ISBN: 978-9353670953
Pillai, R. S. N., & Bagavathi, V. (2021). Advanced accountancy (Vol. 2). S. Chand 
Publishing. ISBN: 978-9352837241
Khan, M. Y., & Jain, P. K. (2021). Financial management: Text, problems, and cases (8th 
ed.). McGraw-Hill Education. ISBN: 978-9389811265





UNIT 7 FINAL ACCOUNTS 

The Unit Covers : 

7.1 INTRODUCTION 
7.2 USERS 0F ANANCIAL STATEMENT 
7 .3 INCOME STATEMENT 

7 �3.1 TRADlNG ACCOUNT 
. 7 .3.2 PR OFIT&. LOSS ACCOUNT 

7 .4 PREPARATION OF TRADING ACCOUNT 

7.5 PREPARATI ON OF PROFIT&. LOSS ACCOUNT 
7.6 STATEMENTOFANANOAL STATUS (BALANCE SHEET) 

7.7 POINTS TO BE NOTED FOR PREPARATION OF
FINAL ACCOUNTS 

7.8 UMITATION OF FINAL STATEMENTS/FINALACCOUNTS 
ADJUSTMENTS 

INTRODUCTION 

Fioancial statements refer to such statements wbicb reports the profitability and the 
financial position of business at. tbe end of accounting period. The term financial 
statements includes at least two basic statements wbich are as under 

(Q Inco� Statements (Tradmg and Profit & Loss Account) 

(n) Statement of Financial Position (Ba1ance Sbeet)

These two financial statements are also termed as 'Final Accounts'. 

In the words of John. N. Myer- "The financial statements provide a summary of the 
accounts of a business enterprise, the ba1ance sheet reflecting the assets, Iiabilities 
and capita! as on a certain date and tbe income statement sbowing the results of 
operations during a certain period." 

FINAL ACCOUNTS 
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Adjustments: 

(I) Stock on 31 December 2007 was Rs. 32,500

(2) Depreciate Building to 5% and Fumiture at 10%. Loose Tools are revalued at

Rs. 50,000 at the end of the year.

(3) It was decided at place Rs. 1,000 to Bonus fund for staff.

(4) Salaries of Rs. 3,000 and taxes of Rs. I ,200 are outstanding.

(5) lnsurance amounting to Rs. 1,000 is prepaid.

(6) Written off a furtber Rs. 1000 as Bad-Debts and Provision for Doubtful Debts
is to be made equal to 5% on Sundry Debtors.

(7) Half of the stationery was used by the Proprietor for bis personal purposes

[Ans-Gross Profit-Rs. 96,900; Net Profit Rs. 11,710 and B/S Total-Rs.
2,02,160]

[Note : (I) Depeciation on loose tools will be Rs. 6,250 - Rs. 50,000 = Rs. 
12,500 

(2) Bonus payable to staff will be treated as outstanding expenses]

7.9 REFERENCES / SUGGESTED READING
Weygandt, J. J., Kimmel, P. D., & Kieso, D. E. (2020). Financial accounting: Tools 
for business decision making (10th ed.). Wiley. ISBN: 978-1119709713
Wild, J. J., Shaw, K. W., & Chiappetta, B. (2021). Fundamental accounting 
principles (25th ed.). McGraw-Hill Education. ISBN: 978-1260786209
Horngren, C. T., Harrison, W. T., & Oliver, M. S. (2018). Accounting (11th ed.). 
Pearson. ISBN: 978-0134728362
Spiceland, D., Thomas, W., & Herrmann, D. (2021). Intermediate accounting 
(11th ed.). McGraw-Hill Education. ISBN: 978-1264209018
Warren, C. S., Reeve, J. M., & Duchac, J. (2017). Financial and managerial 
accounting (14th ed.). Cengage Learning. ISBN: 978-1337272094
Heintz, J., & Parry, R. W. (2019). College accounting (23rd ed.). Cengage 
Learning. ISBN: 978-1337280570
Williams, J. R., Haka, S. F., & Bettner, M. S. (2019). Financial & managerial 
accounting (18th ed.). McGraw-Hill Education. ISBN: 978-1259964947
Lal, J., & Srivastava, S. (2020). Financial accounting: Principles and practice. Himalaya 
Publishing House. ISBN: 978-9353670953



UNIT 8 ACCOUNTS OF NON

TRADING INSTITUTION 

The Unit: Covers :

8.1 INTRODUCTION 

8.1.1- RECEIPT & PAYMENT ACCOUNT 

8.1.2- INCOME & EXPENDITURE ACCOUNT 
8.._1� BALANCE-SHEET 

8.2 PREPARATION OF INCOME AND EXPENDITURE

8.3 ACCOUNT FROM RECEIPT AND PAYME NT ACCOUNT 

8.4 IMPORTANT ITEMS OF INCOME AND EXPENOITURE 
ACCOUNT 

8.5 INCOME & EXPENDITURE ACCOUNT FOR PROFESSIONAL 
PEOPLE 

8.6 ACCOUNTING FOR INCOMPLETE RECORDS 
8.7 INSURANCE ACCOUNTING 

INTRODUCTION 

Non-Trading Institutions are the a.coociatioos which are established fur the purpose of 

rendering service or fur promotion of art, culture, literature, education, science etc. 

They do not aitnat making profits like a trading coocern. The institutions like clubs, 

hbrmies, hospitals, educational institutions, charitable institutions, literary societies etc. 

are non-t:rading concerns. 

Following books are normallykept by thenon-trading concems: 

(1) Register of members to record the names, addresses and other deta.ils of mem

bers.

(2) Minute Book to record proceedings of meetings.

(3) CashReceiptsJournal

Accounts of Non
Trading Institution 

NOTES 

167 
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Income & Expenditure Account 

(F ,or the year ended on 31 � 12�2006) 

ToSalaries 100 By Donations 
Toe:x.penses 150 By Subscription 
To Rates & Taxes 25 
To Depreciation 45 
To excess of Income 
over Expenditure 380 

700 

Additional Information : Ason 
1.1.2006 

Fix ed Assets 450 
Subscription outstanding 100 
Subscription received in advance 
Outstanding Expenses 5 
Casbinhand 50 

200 
500 

700 

Ason 

31.12.2006 
500 
150 
75 
10 
'.I 

CashinBank 5 355 
[Ans- Receipt & Payment Balance -Rs. 415.] 
[llint: Expenses::: 150 + 5 - 10 = 145; Subscription:: 500 + 100- 150 + 75 = 525, Oosing 

Bank Balance to be included) 

8.8 REFERENCES / SUGGESTED READING
Gupta, A., & Gupta, A. (2021). Financial accounting for management. Pearson 
Education India. ISBN: 978-9353435408
Narayanaswamy, R. (2017). Financial accounting: A managerial perspective (6th 
ed.). PHI Learning. ISBN: 978-8120352850
Singh, R. P. (2020). Fundamentals of financial accounting. McGraw-Hill 
Education. ISBN: 978-9354600140
Maheshwari, S. N. (2018). Corporate accounting for managers. Vikas Publishing 
House. ISBN: 978-9325982429
Sharma, D., & Gupta, S. (2021). Financial accounting: Theory and practice. Taxmann 
Publications Pvt Ltd. ISBN: 978-9353223876
Weygandt, J. J., Kimmel, P. D., & Kieso, D. E. (2020). Accounting principles (14th ed.). 
Wiley. ISBN: 978-1119592247
Pillai, R. S. N., & Bagavathi, V. (2021). Advanced accountancy (Vol. 2). S. Chand 
Publishing. ISBN: 978-9352837241
Khan, M. Y., & Jain, P. K. (2021). Financial management: Text, problems, and cases (8th 
ed.). McGraw-Hill Education. ISBN: 978-9389811265





UNIT 9 ISSUE OF SHARES 

The Unit: Covers : 

9.1 ISSUE OF SHARES 
9.2 SHARE CAPITAL: 
9.3 MEANING, NAlURE AND TYPES OF SHARES: 
9.4 PREFERENCE SHARES: 
9.5 EQUITY SHARES: 
9.6 SUBSCRIPTION OF SHARES: 
9.7 ACCOUNTING RECORD REGARDING ISSUE OF SHARES: 
9.8 ISSUE OF SHARES AT PREMIUM 
9.9 ISSUE OF SHARES AT A DISCOUNT: 
9.10 CALLS- IN-ARREARS: 
9.11 CAU.S-IN-ADVANCE: 
9.12 FORFEITURE OF SHARES 

ISSUE OF SHARES 

Meaning of company: A company is an artificial person created by law, ha ving a 

separate corporate and legal entity from its members, perpetual succession and a 

cormnon seal 

According to Lord J ustice Hanay, "A Company is an artificial person created by 

law with a perpetual succession and a common seal 

Salient Features of A Company; 

Following are some of the important features of a company: 

• It is an incorporated association.

• It is an arti:ficial person created by law.
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UNIT 10 REDEMPTION OF PREFERENCE

SHARES AND DEBENTURES 

The , Unit Covers : 

10.1, ACCOUNTING TREATMENT 

10.2 i REDEMPTION OF PREFERENCE SHARES OUT OF DIVISIBLE 

I PROFITS 

10.3 ISSUE OF DEBENTURE 

10.4 DIFFERENCE BETWEEN DEBENTURE & SHARES 

0.5 ISSUE OF DEBENTURES 

t0.6 REDEMPTION OF DEBENlURES 

10.7 ACCOUNTING ENTRIES FOR ISSUE OF REDEEMABLE DEBEN· 
lURES 

Under Section 80 of the Companies Act, a company limited by shares can issue 

redeemable preference shares if so authorized by its Article of Association. Such 

shares may be redeemed either on a specified date or earlier at the option ofthe 

Company. 

Conditions of Redemption: Section 80 of the Act has imposed the following 

conditions in respect ofthe redemption of preference shares: 

(i) Preference Shares· must be fully paid-up! Section 80 states that only

fully paid-up redeemable preference shares can be redeemed.
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Premium on redemption of debentures Ale 

To Bank.Ale 

Dr. 

(v) Debentures issued at discount but repayable at premium -

In this situation the issue price is l ess than par value but redemption value is 
more than par value. The difference between tlie redemption price and the issue 
price is treated as discount/loss on issue of deb enture. 

a) 0n issue o f debentures

Bank Ale

Loss on issue of debentures Ale

(with discount & premium on redemption)

To Debentures Ale 

To Premium on redemption of debentures Ale 

b) On redemption

Debentures Ale

Premium on Redemption of debentures Ale 

To Bank-Ale 

SUMMARY: 

Dr. 

Dr. 

Dr. 

Dr. 

• Under Section 80 of the Companies Act; a company limited by shares can
issue redeemable preference sbares if so authorized by its Article of Asso
ciation

• Debenture is a written instrument issued by a company under its common
seal, acknowledging a debt and cont�g provic;ions for the repayment of
the principal sum and the payment of interest at a pre-decided rate.

• Debenture is a document, which evidences a loan taken by a cornpany.

• A debenture contains provision for payment ofinterest.

• It also contains provision for repayment ofprineipal suro on a fix.ed date.

• Debenture hokiers do not have any voting rights in the general meeting of
the shareholders.

• The registered debentmes are tbose which are payable to tbe persons whose
name appears in the Register ofDebenture holders.

• A �er debenture is one which can be transferred by mere delivery and
the holder of debentures is entitled to receive payment of .interest and prin
cipal debt.

• The debentures that are secured by a charge on the MSets of the company
are known as secured or mortgaged debentures.
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