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Vodafone Idea's Rs és,ooo crore PO fully subscribed

—

with strong global institutional investors’ interest

TOI Business Desk / TIMESOFINDIA.COM / Apr 22, 2024, 15:55 IST o sans | | | |AA] rounowus @

Vodafone Idea’s FPO, India's largest, fully subscribed. Global investors like GQG,
Capital Group, Fidelity Investments participated. Strong demand from QIBs. Shares
priced Rs 10-11. Share price doubled in a year.




Types of Share Capital
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Stages when amount is recd. In Instalment ‘ ' "

Account Name Formulae for Amount Calculation

Share Application A/c > Applied x |ssue Price

Share Allotment A/c Allotted x Issue Price

First Call A/c Allotted x Issue Price

Final Call A/c Allotted x Issue Price

Share Capital A/c Allotted x Face Value

Security Premium Reserve A/c Allotted x Premium




APP
:: l\caron
3 ;
|
€
ey

\S
‘.
~ Bo
.:& A
<
S
- Oor
gy
haah
s
AiC

‘\Q
P.M

A
\\otrment
<
, call's

ISy
2n
" sSha
Bu:.capi
< N
g \
- E
J -

(st
- S
hQ
ve
'I:::m
3
< ::pﬁ:‘: "

2
nd
'~ Bo
Nk A
<
or

T
Sha
\ L4
Ja
[d+me
nt
AiC

Y



[llustration - 2 - Page No. 11.34 ICAI Module W

ssue
Q. A company mvnted] appllcanons for 10 OOO@shares of X 50 each
payable on appllcatlon X 15, on AIlotment R 20, on ﬁrg?and final call X15.
Applications are received for 10,000 shares and all the applicants are
allotted the number of shares they have applied for and instalment money

was duly l'?CElVEd by the company. Show Journal entries in the books of the

company. Face Tssue Issued  Applied Aloted
vValue PAce

10,000 10,000 Q000

£5Q F
P =R +Pem — -
50 =50 +0 APPN Ei5
W 18 = g 4 Algtenent E90
Aok 25 = 2 g Fist2 g,
Fag S
W 1§ = 15 +q Poicoy —
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Q) Bank Aic Dr. |,S0,000
To Eq’uﬂ-g Shave Applicolion A Cilo,0na% 15) ,$0,000

Equity Share Applicotion Ac or (10,0 x\S)

To Eq_u\q-s Shawe. capitol Ate C10.000%1S)

Allotment Stogre
Equity Shawe Allgtment Al Or- (10,000 X 20)

T0 Ec\\m’a ShQve mpﬂu( Ac (10,00% 20)

Bank Alc Dr.
Lo qu\ﬂj Skov Algtment Mc (10,000 x20)
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o Equity shave copitas Ak C10,000 %1S)
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Qe TO Equity o Cirst 2 Final cou A (10,008 % 1)




[llustration - 3 - Page No. 11.35 ICAI Module W

43000 Xq0% = 3%, 00
Q. On 1st April, 2021, A Ltd. issued 43,000 shares of X 100 each payable as

follows: 1ssued Apphied Aloted

20 0n applicati()n; 43,000 40,000 “0,000
™ = FVY + Promum

330 on allotment; A" 20

X 25 0n 1st October, 2021: and Aloctment 30
Hrstcan 25 = 25 + O

325 on 1st February, 2022. Mealcoll 25 = 25 + O
By 20th May, 40,000 shares were applied for and all applications were

accepted Allotment was made on 1st June. All sums due on allotment were
received on 15th July; those on|1st calllwere received on 20th October.
Journalise the transactions when accounts were closed on 31st March, 2022.
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+ +
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TO Shaw capital Ale (40000 % 30)
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T0 Shawe Alotment AT (40000 X 10) 12,00,D00
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[llustration - 4 - Page No. 11.37 ICAI Module ‘Wj

‘I1ssued
Q. Pant Ltd. invited applications for 50,000 equity shares at X 50 each, which are

payable as on application X 20, on allotment X 10 and on first and final call X
20. The company received applications for 60,000 shares. The directors
accepted application for 50,000 shares and rejected the rest. Show Journal
entries if company refunded the application money to re_jf_a‘gac applicants

and allotment money was received for 45,000 shares.‘ Issued Applied Alfloled

IP = FV + Premium
By = s ¢ @ ,L | A0 60000  Soad
First 2 Final App
APPP = 20 = 20 ¥ il Ng 60,000
AVdtme-= 10 = 10 ¢ O b sohoo m
?ics\-2¥ml= B9 + O T 5000 Rejct-
Q\ Allot +
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10 E(\ui‘(a share cagirar e ( SQ0Q0 *%10)
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)) Shares Issued at Discount

Shares are regarded to be issued at a discount, if issue is at an amount less
than the nominal or par value of shares. The excess of the nominal value
over the issue price represents discount on the issue of shares. For
example, when a share of the nominal value of X 100 is issued at X 98, it is
said to have been issued at a discount of 2 per cent.

According to Section 53 of the Companies Act, 2013, a Company cannot
issue shares at a discount except in the case of issue of sweat equity shares

(issued to employees and directors). Thus, any issue of shares at discount
shall be void.



)) Shares Issued at Premium W

When a company issues its securities at a price more than the face value, it
is said to be an issue at a premium. Premium is the excess of issue price
over face value of the security. It is quite common for the financially strong,
and well-managed companies to issue their shares at a premium, i.e. at an
amount more than the nominal or par value of shares. Thus, where a share
of the nominal value of X 100 is issued at X 105, it is said to have been
issued at a premium of 5 per cent.

When the issue is at a premium, the amount of premium may technically be
called at any stage of share capital transactions. However, premium is
generally called with the amount due on allotment, sometimes with the
application of money and rarely with the call money.



[llustration - 6 - Page No. 11.43 ICAI Module W

Prery o\woys calcaialed on FY - 100 X25/. =25
Q.  On 1st October, 2022 Pioneer Equnpment Limited received applications for

2,50,000 Equity Shares of X 100 each to be issued at a premium of 25 per

cent payable as: Issued Applied :uo&edo
On Application X 25 250000 250000 25000

On Allotment X 75 (including premium)

Balance Amount on Shares(As and when required) —» No Enhry

The shares were allotted by the Company on October 20, 2022 and the
allotment money was duly received on October 31, 2022.

Record journal entries in the books of the company to record the

= Ry Ve
transactions in connection with the issue of shares. &S = 100 1 PQS

AP 25 = 25 +o
Algtmesr 515 = S +25

30193 When Requied 225 = 95 + 0

Ny Eﬂb&
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[llustration - 7 - Page No. 11.45 ICAI Module

Comp\ete
™Mo ey \s
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v,/
Trop Question —» Ao- Rojo BS Moxing —»use ‘,
JHP Limited is a company with anauthorised share capital of  10,00,000]in
equity shares of X10 each, of which|6,00,000 1s?m%res had been issued and
fully paid on 30th June, 2021. The company proposed to make a @r't)ﬁer
issue of 1,00,000 of these X 10 shares at a price of "14 each, the
arrangements for payment being: ‘_’[}’,ﬁg B
(a) 2 per share payable on application, to be received by 1st July, 2021;
(b) Allotment to be made on 10th July, 2021 and a further X 5 per share
(including the premium) to be payable;
(c) The final call for the balance to be made, and the money received by
30th April, 2022.
Applications were received for 3,55,000 shares and were dealt with as

————

follows:



5000
(i) Applicants for 5,000 shares received allotment in full;

CaYegory(ii) Applicants for 30,000 shares received an allotment of one share for
eve% two applied for; no money was returned to these applicants, the

£3 - :
surplus” on application being used to reduce the amount due on

allotment; 2{:‘3_3 ‘7‘
Cakgory(iii) Applicants for 3,20,000 shares received an allotment of one share for
8 every four applied for; the money due on allotment was retained by
the company, the excess being returned to the applicants; and APPYY 4 320000
(iv) the money due on final call was received on the due date. Allot | | x
You are required to record these transactions (including cash items) in the ¢ =

Journal of JHP Limited. 00
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Particulars Category A Category B 7

Applied 30,000 3.20,000
Allotted 15,000 20,000

Application Stage

Applied x IP 30000%2 60,000 32000k 6,40,000
Less: Allotted x IP IS5Q00®R2 (So.mo) SO X2 ("GO.W
Surplus 30,000 4,830,200

—

Allotment Stage

Allotted x IP IS0 AE TS0 VMRS 4,000
Less: Surplus (if any) (30,@\ (‘\’&Q&m\
Receivable or Refund R((Q\\nb\\ 45 Y0 Q

V4
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)) Calls-in-arrears And Calls-in-advance

At the time of receiving the value of
shares in instalments (calls)

. : Calls-in-advance i.e. money of
Share calls money Calls-in-arrears i.e. money :

. future instalments received
received in full received is less than due
before hand

"‘Bank A/c" is “Calls-in-arrears A/c" is “Calls-in-advance A/c" is
debited with full debited with the entry for credited with entry for “Bank
money received Bank A/c A/c”




Y

Calls-in-Arrears

Sometimes shareholders fail to pay the amount due on allotment or calls.
The total unpaid amount on one or more instalments is known as Calls-in-
Arrears or Unpaid Calls. Such amount represents the uncollected amount of
capital from the shareholders; hence, it is shown by way of deduction from
‘called-up capital’ to arrive at paid-up value of the share capital.

For recording ‘Calls-in-Arrears’, the following journal entry is recorded :

Calls-in-Arrears A/c Dr. [Amount of Unpaid Calls]
Bank A/c Dr. [Amount received|
To Share Allotment A/c [ Total allotment money due]
To Share Calls A/c [ Total Call money due]

(Being call money/ allotment money received on .... shares at __ per share.)



Calls-in-Advance

Some shareholders may sometimes pay a part, or whole, of the amount not
yet called up, such amount is known as Calls-in-advance. According to Table
F, interest at a rate not exceeding 12 per cent p.a. is to be paid on such
advance call money. This amount is credited in Calls-in-Advance Account.
The following entry is recorded:
Bank A/c Dr. [Call amount received in advance]

To Call-in-Advance A/c
When calls become actually due, calls-in-advance account is adjusted at the
time of the call. For this the following journal entry is recorded:
Calls-in-Advance A/c Dr. [Call amount received in advance]
Bank A/c Dr. [Remaining call money received, if any]|

To Particular Call A/c [Call money due]
(Being call in advance adjusted and call money due received)



[llustration - 8 - Page No. 11.49 ICAI Module .
Y

I

Q. Shreyas Ltd. did not receive the first call:gn 10,000 equity shares @ 3 per
Z0,00

share which was due on 1.7.2021. This amount was received on 1.4. 2022
Open Calls in arrears account and ]ournallse the entries in the books of the

company on 1.7.2021 and 1.4.2022.

Ollo7122  Equitg shave first @V Mc By 30,0 C\onx3)
To Equ'ﬁg Shave capitol Ave. 20,000 (I00d 0 X 3)

Gl in Arearsy Adc Or. 200
R Equ‘&s Wow firsr ol Al 30,990
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)) Interest on calls-in- arrears and calls-in-advance

Interest on calls in arrears is recoverable and that in respect of calls in

advance is payable, according to provisions in this regard in the articles of

the company, at the rates mentioned therein or those to be fixed by the

Gl tn directors, within the limits prescribed by the Articles. Table F prescribes

Arears 10% and 12% p.a. as the maximum rates respectively for calls in arrears
and those in advance. > “V in Adv

Interest on Calls in Arrears Interest on Calls in Advance
It is payable by shareholders to company on It is payable by the Company to
the calls due but remaining unpaid. Shareholders on the call money received
in advance but not yet due.




_ e

Interest on Calls in Arrears Interest on Calls in AdvancD

As per Table F maximum prescribed rate is|As per Table F maximum prescribed rate is
10%. | 12%.

Period considered : From the date call money | Period considered: From the date money was
was due to the date money is finally received. | received to the day call was finally made due.

Directors have a right to waive off such interest Shareholders are not entitled for any

in individual cases at their own discretion. |dividend on calls in advance.
It is a nominal account in nature and is credited | It is a nominal account in nature with
to statement of profit and loss as an income. interest being an expense for the company.

The book entries to be passed for the adjustment of such interest are much
the same as those in case of temporary borrowings or loans raised, the only
difference being that debits are raised and credits are given to Sundry
Members Account (and not the individual accounts of shareholders)



i

in respect of interest recoverable on calls in arrear or that payable on call
received in advance, the corresponding entries being made in the Interest
Receivable on Calls in Arrears and Interest Payable on Calls in Advance,
respectively.
The journal entries for calls-in-arrears are as follows :
(i) For interest receivable on calls-in-arrears
Shareholders’ A/c Dr.
To Interest on calls-in-arrears A/c
(Being interest on calls in arrears at the rate of ...% made due)
(ii) For receipt of interest
Bank A/c Dr.
To Shareholders’ A/c

(Being interest money received)

Due

Rey.



Y

The accounting treatment of interest on Calls-in-Advance is as follows:

(i) InterestDue

Interest on Calls-in-Advance A/c Dr. [Amount of interest due for
payment]

Due

To Shareholder's A/c
(Being interest on calls in advance made due)

(ii) Payment of Interest

Shareholder’'s A/c Dr. [Amount of interest paid]
To Bank A/c

(Being interest paid on calls-in-advance)

Paig



[llustration - 9 - Page No. 11.51 ICAI Module W

PIszV ev=LP
Q. Rashmi Limited issued at par 1,00,000 Equity shares of X 10 each payable X
2.50 on application; X 3 on allotment; X 2 on first call and balance on the
final call. All the shares were fully subscribed. Mr. Nair who held 10_,0(_)0
shares paid full remaining amount on first call itself. The final call which
was made after 3 months from first call was fully paid except a shareholder
having 1000 shares who paid his due amount after 2 months along with
interest on calls in arrears. Company also paid interest on calls in advance

to Mr. Nair. Give journal entries to record these transactions.
Ip = By + Pwer 1SsUe ApPplied Al 10ied
APP*  25=25 4 O hOOMR LRG0 1 QRAOD
Alotment 3= 3 +09
P}m*-com 2= 9 +q
Fnalc) 2.5 =28 +0
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Q) Bank Aic Ov - 2., %5, 000
To Eq,u‘\-t& shove applicotion Alc (100q00 % 2:5) 2,50,000

5 qudﬁ':.s Shave_ Appl\icotion Ale Or.
To Equity share capital Ale (€ 100009 X 2-5)

©) Eq,\f\\'g sShave Allotment AL Dv: C({QO0)X3) 3.00,000
To Bquity Stove Capital Atc ( 100000 X3) 3.00,000

Bank Adc v 2,00,000
0 Equ *3 Skoye aNQTMent Ate
(300,00 ) Eaivy 2)
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(%) Equity shave first coll Al pr. C100vRO%2) 200,000
To Equity Share copital mic ( 1000 %2)

®) Bank A Dr: 2,256,000

To Equity swaw Birst colt Al 2.,00,0Q9
N <all n Advonce Alc 25,000

@  Equity sow final @il Al Or. (100000 %2-5) 2150,000
10 Eq\ﬁ‘rg SWor capitol At C100000 X2-5)




Particular

Bank Aic Dr.

Call in Arveqys Alc (1000 7‘7-'5) Or.
@it \n Advance Hie Dr.
To Equity Shave Hnal can Atc

T0} .on Cali -in-Adv AdC Dv-
10 Equitg sharhalder Ale
C 2500Q % 127 % 312)

W)  Equity Skarchoder Adc
10 300K AT

V4

“or (k) | Culf)

2,222,500
2,500

25,000
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>) Forfeiture of Shares W

The term ‘forfeit’ actually means taking away of property on breach of a
condition. It is very common that one or more shareholders fail to pay their
allotment and/or calls on the due dates. Failure to pay call money results in
forfeiture of shares. Forfeiture of shares is the action taken by a company to
cancel the shares. The directors are usually empowered by the Articles of
Association to forfeit those shares by serving proper notice to the
defaulting shareholder(s). When shares are forfeited, the title of such
shareholder is extinguished but the amount paid to date is not refunded to
him. The shareholder then has no further claim on the company. The power
of forfeiture must be exercised strictly having regard to the rules and
regulations provided in the Articles of Association and it should be
bonafide in the interests of the company.



\V

Forfeiture of Shares which were issued at Par
In this case, Share Capital Account will be debited with the called-up value
of shares forfeited. Allotment or Calls Account will be credited with the
amount due but not paid by the shareholder(s). (Alternatively, Calls-in-
Arrears Account can be credited for all amount due, if it was transferred to
Calls-in-Arrears Account). Forfeited Shares Account or Shares Forfeiture
Account will be credited with the amount already received in respect of
those shares.
Share Capital Account Dr. [No. of shares x called-up value per share]

To Forfeited Shares Account  [Amount already received on forfeited

shares]|
To Share Allotment Account  [If amount due, but not paid]
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To Share First Call Account [If amount due, but not paid]

To Share Final Call Account [If amount due, but not paid]
Where all amounts due on allotment, first call and final call have been
transferred to Calls-in-Arrears Account, the entry will be :

Share Capital Account Dr. [No. of shares x called-up value per share|

To Calls-in-Arrears Account | Total amount due, but not paid]

To Forfeited Shares Account [Amount received]



[llustration -10- Page No. 11.54 ICAI Module

\V
Eio ¥ )

Q. A Ltd forfeited 30,000 equity sih‘ztarceriof X 10 fully called-up, held by Mr. X for

non-payment of final call @ X 4 each. However, he paid application money @

2 per share and allotment money @ X 4 per share. These shares were

originally issued at par. Give Journal Entry for the forfeiture.
Fv =1pP Prerny %

Equity Shave copital Alc  Or.  3,00.000 (30.000 x 10}
To Cai-in- Arcars Mc

To Share forfetture Ate

1,20,0Q0 [QOlOQQ xld
1.80.000  (Ba-big]



[llustration -11- Page No. 11.55 ICAI Module W

Q. X Ltd forfeited 20,000 equity shares of X 10 each, X 8 called-up, for non-
payment of first call money @ X 2 each. Application money @ X 2 per share
and allotment money @ X 4 per share have already been received by the
company. Give Journal Entry for the forfeiture (assume that all money due is
transferred to Calls-in-Arrears Account). = cali-in- Arcars Alc  maittained v

Equity shave capital Aic Dr- 1,600000 [20g0oxg] —Calledup ER

To @il -in-Arrarg At 40,000 [200q0x2) Firstcall = E2 X
10 Swaw fordeitareAte 1,290,000 (Bu-Hg) Appr—2
Adtment 24 v

Fitan—2 X foediy
fnalcald 2~
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Forfeiture of Shares which were issued at a Premium
In this case, Share Capital Account will be debited with the called-up value
of shares forfeited. If the premium on such shares has not been paid by the
shareholder, the Securities Premium Account will be debited to cancel it (if
it was credited earlier). Allotment, Calls and Forfeited Accounts will be
credited in the usual manner.

If the premium has already received by the company, it cannot be cancelled
even if the shares are forfeited in the future.

[f premium not received
Share Capital A/c Dr. [Called-up value]
Securities Premium A/c Dr. [Amount of Security premium not received|



To Share Allotment Account
To Share First Call Account
To Share Final Call Account
To Forfeited Shares Account

If premium received

Share Capital A/c Dr.

To Share Allotment Account
To Share First Call Account
To Share Final Call Account
To Forfeited Shares Account

Y

[If amount due, but not paid]
[If amount due, but not paid]
[If amount due, but not paid]
[Amount received on forfeited
shares]

[Called-up value]

[If amount due, but not paid]
[If amount due, but not paid]
[If amount due, but not paid]
[Amount received on forfeited
shares]



[llustration -12- Page No. 11.56 ICAI Module W

Q. X Ltd. forfeited 5,000 equity shares of X100 each fully called-up which were
issued at a premium of 20%. Amount payable on shares were: on
application X 20; on allotment X 50 (including premium); on First and Final
call X 50. Only application money was paid by the shareholders in respect of

these shares. Pass Journal Entries for the forfeiture. 1P = FV + Pvem
f20= (00T 20

Eq,u‘\’cg swave @pita\ A Dr. 5,00,000 [BQ?&] Apph 20 = 20 + O

Secur‘\hd prmivm  Ac Or.  |,00,0m 5?320 Allotent S0 = 80 + 20 K
To Cali-in Ancars Ate 50000 [Soy F2Fe = 3O T O 3
To Shave fm\‘—cim#tc 1,00, 00 - -




[llustration -13- Page No. 11.57 ICAI Module W

Q. Mr. Shami has applied for 1,000 shares of Company XYZ Ltd. paying
application money @ X 2 per share but has been allotted only 600 shares.

preriym 1 N€ shares have a face value of X 10 and per share, which

Or are payable as: on Allotment- X 5 (including premium) and on final call X 5.

CtA af thal . , , .
Particuiae NOW in case Mr. Shami doesn’'t pay allotment money and final call and his

Sroge  shares are forfeited, then following entry will be passed on forfeiture:

W-e-L
Eqm*\d Inare CQP'\\Q\ MAc Dri 6,000 Cemx Q) Applied 1,000 Share
Stcvity prvam Me D 1,208 (ex 2) Alioled 600 Share
' IP = N + Prem

T® Col-in- Arears Me 6.000 [600xig) APP" 2 = 2 +Q

To Shax darfeitore Me 1,200 Alrotment E =2 32

. Hmtconh \ 5] = 5§ 4 ©

[P RET RN



A.Pph'cd 1000

AN ted 0
Appliction Stoge
Applied x IP

) Alored x TP

000K 2 — £2,000

e %2 — £ 1,200

S\\rp\\\; 800
Al ovment- 3"083
Allofd XIP  6x5 — 23,000
© Suv plus 20q
¥ 2200

Ailotment Stage.
g \.

P i won
e X2 3;2200
: & 1200

W.e | 1¢ T120Q

Y



A.Pph‘cd 10Q0
A0 ted €0
APP“CQHO“ S‘\'cge,
APP\ied % IP 000K 2 — £2,000
) Alloved x TP 600 %2 — £ 1,200

Surplus 20
Al otment- 3*083
Allfed XIP €5 —» = 3,000
© Suv plus 200
¥ 2200

1£ TSy premium oo Alloyment
S\'aac. IS &4 share

Ad\otracort 30&:.
— \.

PICM i won
S\ N7 {2200 e
= 2400

W.e L 1¢ 2000
Ly SPAKC vr 2200

N Shr- fod. Em-‘&
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Forfeiture of Fully Paid-Up Shares
Forfeiture for non-payment of calls, premium, or the unpaid portion of the
face value of the shares is one of the many causes for which a share may be
forfeited. But fully paid-up shares may be forfeited for realization of debts

of the shareholder if the Articles specifically provide it.



Reissue. Y
Sha — ™~ \/7
re —> Reissue £ 1, g 2
Forfeit

Par Premiom Discount
Reisste JE
Par Pemium Discount
+ L )
Bank Afc O Bonk Aic  Dr. Bank Afc O
To Shove capital Atc T0 Swave capital Abe Shawe for feitue At Br:

\M“’fd’s P"'mium A o Swaxk CQP'I\'O\ APc

Shawr forfeitue Me D
To Capitol Reserve Alc

Tot: Amt 10 Sorfiitur At )
' X "Q-\ Shave DISEUNT- Qn
T No- &%&mm Reissuey © ReSs0e




Question - Shave ave Reissued @ 40 > compave FY CQlled up ;\/7'

Share ave Reissued @ E30 foMy pajd up —> DMpare a

Different Cases  IP Fv FV colied up Reissue Price Par / Preraiure /| DISCOUTY
Case |£p To 9 £ 3 C par
cosc 2. 12 10 2 I3 fuivy paid :. El piscouat
CQAsSe 3 10 (0 10 FTR - . p\sc_oufﬁ'
oy 10 |1Q q E31 L. T2 Premium
Ca

- 4 10 g £10 fuiy paid - Q por

Case 6

(3 10 1Q E 1\ .. &l Prmiym



ABC HA 100000 ES Tssued, Aloteq- v,/
: \V

i M- .
App" 5 =S|+ 0 \I'/A P\')/r B
Allotment 4 =|3 T | X X
Firstcall 3 = |3+ O b
— A notment X
Hoal @i 2 = 2 + 0O h;s;zk — ——  Afjer first-call
e 13 Lo Forfeied
M. A = Shax forfeitoe - A Qilled = £ Bolh A28 dwom wohich were
Eotry p for feited were Relssued afder

Mr8— Sav Jorbeitue - B qiied = i Hest ol @ TOISWre
Enhy up Me. A > L Doy

Mr.g — . T\ Discount



>) Re-issue of forfeited shares W

A forfeited share is merely a share available to the company for sale and
remains vested in the company for that purpose only. Reissue of forfeited
shares is not allotment of shares but only a sale.
The share, after forfeiture, in the hands of the company is subject to an
obligation to dispose it off. In practice, forfeited shares are disposed off by
auction. These shares can be re-issued at any price so long as the total
amount received (from the original allottee and the second purchaser) for
those shares is not less than the amount in arrear on those shares.
Accounting Entries :
(a) Bank Account Dr. [Actual amount received|

Forfeited Shares Account Dr. [Loss on re-issue]

To Share Capital Account

(Being the re-issue of....shares @ X .... each as per Board’s Resolution
No.... dated.)



)

Y

Forfeited Shares Account Dr.
To Capital Reserve Account
(Being the profit on re-issue, transferred to capital reserve).

Points for Consideration
In connection with re-issue, the following points are important:

(1)
(2)

(3)
(4)

Loss on re-issue should not exceed the forfeited amount.

If the loss on re-issue is less than the amount forfeited, the surplus
should be transferred to Capital Reserve.

The forfeited amount on shares (amount originally paid-up) not yet
reissued should be shown under the heading ‘share capital.

When only a portion of the forfeited shares are re-issued, then the
profit made on reissue of such portion of shares only must be
transferred to Capital Reserve.
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(5) When the shares are re-issued at a loss, such loss is to be debited to
“Forfeited Shares Account”.

(6) If the shares are re-issued at a price which is more than the face
value of the shares, the excess amount will be credited to Securities
Premium Account.

(7) If the re-issued amount and forfeited amount (taken together)
exceeds the face value of the shares re-issued, it is not necessary to
transfer such amount to Securities Premium Account.

Calculation of Profit on Re-Issue of Forfeited Shares

Students will appreciate that the credit balance of forfeited shares account
cannot be considered a surplus until the shares forfeited have been re-
issued, because the company may, on re-issue, allow the discount to the
new purchaser equivalent to the amount held in credit in this regard in the
forfeited shares Account.
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Suppose 120 shares of a nominal value of X 10 have been forfeited upon
which X 5 per share was paid up and transferred to Forfeited Share
Account. Afterwards, 50 shares are re-issued, X 6 per share being collected
to make them fully paid up; X 200 (50 shares x X 10- 50 shares x X 6) out of
shares forfeited will be credited to Share Capital Account to make up the
deficiency on re-issued shares, and X 50 (50 shares x X 5 - X 200) will be
transferred to the Capital Reserve Account being the surplus on re-issue of
the 50 shares. It would have in the Forfeited shares Account balance
equivalent to the amount collected on the remaining 70 forfeited shares i.e.
X 350 which will be carried forward till these are re-issued.
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In the above case, it has been assumed that the amount paid up on all the
120 forfeited shares was X 5 per share. But in practice, shares may be
forfeited on which varying amounts are outstanding. For instance, if in the
above case 70 shares were forfeited with X 5 paid up thereon and 50 shares
with X 7.50 was paid up thereon then:

Share Forfeited Account Balance = (70 x5) + (50 x7.50)

= X725
Thus if 50 shares with X 7.50 paid up are re-issued for X 6 per share then

Capital Reserve balance will be as follows:
X(7.50 +6-10) x 50 shares = X175



[llustration -14- Page No. 11.59 ICAI Module W

Q. Mr. Long who was the holder of reference shares of X 100 each, on
which X 75 per share has been called up could not pay his dues on
Allotment ‘and First t call each at ¥ 25 per share. The Directors forfeited the
above shares and reissued 1500 of such shares to Mr. Short at ¥ 65 per

share paid-up as X 75 per share. fuly paid up R A coanedvp
Gnve Journal Entries to record the above forfeiture and re-issue in the booEs
of the company. Reisxae = ‘i:cm
- emium
rfe\t- \ ;
Forfeit  Relsgue i
™ 150 1P = BV + Prem
15 Appm 2525+ o
Alivtaeny 25 | 25 |+ q
_Elrt‘rcm\ 25:=\5/+ o
imqy =% T 0O
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N | orRs) | cuffs)

Forfeitwe Prefarence Shave cophon Aic pr- (2000%75) 1,50,000
Eatry To call in Arrears Alc C2000x50) 1,00.000

To Skave forfeituve Aic C8ai-fig) 50,000

Reissue Bank AC C\500 X 65)
Savw for ?-Q.l ruve. Ale (1500 % (0)
To Pref. Shaw copital Alc

Share forfeitue Alc
T0 cQF‘\mn Rewrve Ac

L}‘ DN \500} O 500
290y




[llustration -15- Page No. 11.60 ICAI Module W

Q. Beautiful Co. Ltd issued 30,000 equity shares of X 10 each payable as X 3 per
share on application, X 5 per share (including X 2 as premium) on allotment
APP’ 3  and X 4 per share on call. All the shares were subscribed. Money due on all
AotmebS shares was fully received except from Ram, holding 500 shares, who failed
* to pay the Allotment and Call money and Shyam, holding 1,000 shares, who
3 2 . 500 ) Of—kr final co\\ - - A @lled
&Y  penfailed to pay the Fga‘!‘lml\d&?ex. All those I%OO?ﬁares were forfeited. Of the WP X0
4 L4 — ——
Finon 4 share'ss%rfeited, 1,250 shares (including whole of Ram’s shares) were
Call subsequently re-issued to ]aéiu as fully paid up a}: a discgount of X 2 per
Qe 540 ska V=210 .
share. 1250 Sh\{orq ~50 S:‘M_ Dis o '€ T3 Ressue
Pass the necessary entries in the Journal of the company to record the
forfeiture and re-issue of the share. Also prepare the Balance Sheet of the

company.




IP =

Appp 3 =

Alotmeny 5 F

Hnalcall 4 =
2

Vv + P\fﬂ'ﬁqh)

Issue  Applied  Atlloted
30000 2,000 30,000

Rom — 500  Alwtneat X

Shgom— 1000 .
Share FNO\Call

Y



Particular

Bank AiC Or:
To Equity shaw Applicotion e (30000 X3)

Equity store Applicadion Alc Dr
10 Equity shave Capi ta\ Alc

qu(\-\-s share Alofment AIC Dv. (20000%5)
10 qufﬂ's shawe capital Ae (30000%3)
To Securtty premium Ale ( 30000 #2)

Ronk Alc Dr. v 1.41.500
Call in Arrcoss Ade (50Q%5) Ov. v L5®
To Raivy Tk rlotment Ae (15000 © b)




Partial Reissuc — o every peeson . i Flevent forf. enbry wil be passed- ;)

CsNo | pamusr || UF| DiiRs) | Culfs)

Equ\-\—g shhave Fina\ con Alc Ov- (306000 %X&) 1,20,0Q0
To Equity Shave capitol Ac C 30000 14) 1,20,000

Bank Adc _ Or. 7 114,000
Call - in- Arvears Me L oo o2,) O v/ 6.0

10 Eq,\x‘ﬂg shar final can Afe (120000 =)0) 1120,0006

Ram - E‘l“'\f Shave cupi’ml Alc (50%x1a) Dr.
SQ(\UH‘% an,um Alc Dr.
To il -in- Arrars Alc \ 500X S + bOQX‘*]
Prem=5012  To Share fodeitue Atc  CBal-}ig)
= X10M

AWotment = Rom CIA 2500




N e | on(Rs) | el

Shyam Equity Shove capitas Ac Dr. (1000 X 10) 10,000
To ali-in- Amars Alc (1000% &) / 4.000
TO Shave forfeituve Alc J 6000

Relssue  Bank Adc Or. (1250%8) Y (0,000
Shaw forfeiture Afc O~ (1250%2) J 250
To Equitg Shaw capitol AR

Swhawve \‘-or “-e“wq Alc Dv:
TO Qapital Reserve Al J 350
Rom = K:\sm . bm} TR Fsmo msm}(-ﬂSD / 38R
1QQ0 R
= TS Tt 3000




C2CE «— Bank 4
Res + Sccm'ﬂa- prem Alc
S\p &
n(b:\; Toy paide—  Qatl-in- Arrarg
/ Shaw. forfeiture
Sub 2 ?&\\\3 paid I COPWQ\ Regerve
-’-

>

X

5 3,6(,500

53,000

O
1,530

3.5

Y



| far+culors INw NO-IM*CE)]

U) Eqpiies and Liakilite
() Sharenolder's Fund
(i) Shaw Capifal

(7)) Resewen 2 surplug
(539000 -+ 35)

2) Asascd
(A) NQn - QOrat Asset
() Prperty , Plant
and EQuipmmt
® cumnt Asset

(" Conh ¢
Eq@mf

2.93.000

62,500

[3.61\300 I

() Shaw @pral

"y E‘\”B Naw CQP."'O\

Y

= Pvwgerena Shaw Copt

UT) Regerwies 2 surplun
-2 SPR
— Capifal Resevwve



NOoteI'~ Shov coprfal  — EV

rfarbhoulars

—

-

<)

1) AMhonsed Shane Capifal

No ofF shire Aumongsed X =V

Issued share Copital
nNo - ofF s\hares 1ssucd x Fv

ribed =ENncie cupwol

(A) Subscribed and fully peid up -

30600
*10

No-OfF shy x BN 23 71SQAR0Q

+ showe gorgeiture (Ba)

B) Subscribw bt not foly paid up
NO - OF shaw x &V coued up

) Co\ -in-Arrars

\" Q\l?i\-'\gn 0

-+

A cE) |

3,000,000

Y

F\L\\s paid — ComflCh’.

FN called
up
2
No CTA
30,000
® LKSQQ
T 1250
23,15Q



[llustration -16- Page No. 11.62 ICAI Module W

Q. A holds 2,000 shares of X 10 each on which he has paid X 2 as application
money. B holds 4,000 shares of X 10 each on which he has paid X 2 per share
as application money and X 3 per share as allotment money. C holds 3,000
shares of X 10 each and has paid X 2 on application, X 3 on allotment and X 3
for the first call. They all fail to p@_LthEll‘ arrears on the second and final call
and the directors, therefore, forfeited their shares. The shares are re-issued
subsequently for X 12 per share fully paid-up. Journalise the transactions

relating to the forfeiture and re-issue.
— Corapqie Fv X0

Reissye Fl12

2.2 prrovamy
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2020 Sware 4?00 shaove 3000 SWare 4000
#E\0 2 App" Vs N4 v Forfeir — affter g:\ﬁ\
3 Aotmentr X Vv v $
£3 firstll X * v ;S‘:zu .
£2 3ond L X x pad

tinat call
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N | orRs) | cuffs)

Eq\\i\-s Shave capital AlC Dr- (4000%10) 40:000
10 ca\l-in- Arrears Ale [ 2000% 28+ 4000%5 + 300m<‘2_) £42,00Q

T Shawve farfeiture Alc 4g.000

Banxk Alc Or. (A000%(2) 1,0%,000

To Equity Shar copitol Ale (o % 10)
TO RCurity premivm Alc (Qo0oX2)

Shox {Qr{k's Hive Al
19 CQp\’ro\ Reserve Al
¥
‘1:&_02.“ 'S ()QQ} S Q
J009




'
)) Issue of shares for consideration other than cash V’

Tovr / Prevaium
Public limited companies, generally, issue their shares for cash and use

such cash to buy the various types of assets needed in the business.
Sometimes, however, a company may issue shares in a direct exchange for
land, buildings or other assets. Shares may also be issued in payment for
services rendered by promoters, lawyers in the formation of the company.
These shares should be shown separately under the heading ‘Share Capital’.
Within specified time of allotment, the company must produce before the
Registrar a written contract of sale of service in respect of which shares
have been allotted.

Under accounting standards, if an asset is acquired, or partly acquired, by
the issue of shares or other securities, the acquisition cost is the fair value
of the securities issued (which, in appropriate cases, may be indicated by
the issue price as determined by statutory authorities).
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The fair value may not necessarily be equal to the nominal or par value of
the securities issued.
Accounting Entries
When assets are purchased in exchange of shares
Assets Account Dr.
To Share Capital Account



Shaw capital =  Asset pPurchase

L > shaves

ISste oF Shows faor
cansiderckon other than
Qun,

Issued

JE:~ Asst Alc By
TaNeador Me

\Nendor Alc By
To Shave Qpital
10 ?ﬁ&\\r'\\-s Prernim

5 No.o}ske = Tob-Amt for which

Shak ow 8'Nen

IS Price

Y



[llustration -17- Page No. 11.64 ICAI Module W

Q. X Co. Ltd. was incorporated with an authorized share capital of 90,000
equity shares of X 10 each. The company purchased land and buildings from
Y Co. Ltd for X 4,00,000 payable in fully ng -ﬁp shares of the company. The
balance of the shares were issued to the public, which were fully subscribed
and paid for. Onesnat

You are required to pass Journal Entries and to prepare the Balance Sheet.
No-of shae = “100,000

40,000 IQ
Wow 7 = 1re40,000 R
Auitrised |

Shawe T~ 50000




V4

r— UF | or(Rs) | crlRs)

Land & B\A’\\dina Alc : 43,00,000
To Y% Co. 1+d 4,00,000

Y2 ®. .U Mc Orv.
10 Eq;ﬁ-\g shaw cqp'rh\ Mc C40000%10)

Bank Alc Or.
1 Eq’ Shawk Appn 2 Allgirent Mc

EqQ,-Shore Appn L Alloiment Ak Dr.
T0 £q- Show copitel Ae




| far+culors INw NO-IM*CE)]

U) Eqpliies and Liaklive
(A) Sharewolder's Fund
(i) Shaw Capifal

(7)) Resewen 2 surplug

$.00,000

I [g\anQD I
2) Assct
(A) NQn - QOrat Asset
Plant £.,00,00Q
N Property |
( m Uipment
® cumnt Asset SRt
bl

I | 9,00,000 I

() Shaw @pral

"y E‘\”B Naw CQP."'O\

Y

~* Pvygerna Shaw Coptid

UT) Regerwies 2 surplun
-2 SPR
— Capifal Resevwve



NOoteI'~ Shov coprfal  — EV

rfarbhoulars

A cE) |

-

<)

1) AMhonsed Shane Capifal

No ofF shire Aumongsed X =V o

Issued share Copital ., 90000 ES
No - of s\haves 1ssucd X BV  ox 4
SubscCribed BN cup'ﬂo!

(A) Subscribed and fully peid up -
No-OF shy x N

+ showe gorgeiture (Ba)

B) Subscibw bt not f0 Y paid up

NO - OF shaw x FV called up
)Q ) Co\ -in-Arrars

000 E] q,00,900

3,00/Q00

W -

v
‘ 800,000 I

Y



[llustration -1 - Page No. 11.27 ICAI Module W

Q. A company had an authorised capital of X10,00,000 divided into 1,00,000
equity shares of X 10 each. It decided to issue 60,000 shares for subscription
and received applications for 70,000 shares It allotted 60 000 shares and
rejected remaining applications. Upto 31-3 3 -2022, it has demanded or called

/ mAll shareholders have duly paid the amount called, except one
shareholder, holding 5,000 shares who_li_-s-p_aid QDIR: : Eer share.

Prepare a balance sheet assuming there are no other details.

1SSue  Applied Adloded
FY 200 40000 F—m\g ‘aqi Aup X S0 'IQPQ(‘Q 600Q0
(ahed xg

\l\}
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| Par+culors |Ns|lN\>|Am+(I-)]

U) Eqpiies and Liakili#e () Shaw @pal
(") Sharenwolder's Fuond — Eﬂu‘g Naw CQP'dQ\
() shaw capifal RGIR00 - Prgerna Shaw Copital
(%) Resewen 2 surplug 7 %
U1) Regewes 2 surplun
- SPR
[ [osomm]
Capital Resevve
@) Assct b
(A) Non - Qorrat Asset
M PNP‘V g .P'M* 5SQRS = 4,9%.000
Gnd EQUIpMmm} 60cm/7
® cymnt Asset TBOXT = 35
() Conn l,m& 330,000 i v
E\WVQ t 5!3Q|m9

530,000




NOoteI'~ Swhaw Ccoptfal — &V

l rfarticu\ars

1D Authoniscd Shonve Capifal 100000
No ofF shir. Aukhonsed X FV ESCEE0

() Issued shave Copital 60000 €S
o - ofF s\haves 1ssucd x Fv CXeqc

(3) subscribed Enase capitol
(A) Subscribed and fully peid up -
)k No-OF shy x N
+ showe gorgeiture (Ba)

B) Subscibw it not f0 WY paid up

SO0% X 9 T 5,40,000
&) QNN Arraws - 0,00
5000 X2

5'300000

| 5,390,000 I

Y



[llustration - 5 - Page No. 11.38 ICAI Module W

Q. The Delhi Artware Ltd. issued 50,000 equity shares of X 100 each and

1,00,000 preference shares of X 100 each. The Share Capital was to be
collected as under:

Equity Shares (X ) Preference Shares (X )
On Application 25 20
On Allotment 20 30
First Call 30 20
Final Call SO0RES —*420q0 25 000 s 30
inal Ca Esm}

All these shares were subscribed. Final call was received on 42,000 equity
shares and 88,000 preference shares. Prepare the cash book and journalise
the remaining transactions in the books of the company.




(1) Baak Aflc Dr. 32,50,000

Y

To Equity shove App? Ak 12,50:000 C S00%y % 25)
TO Pref.Skar  App? Alc  20,00,000 Clocono % 20)
(2 Equity share APP? Ak Dr. 12,50,000
Pref.Skare App? Ac  Dr- 90,00,000
Io Eq: Shaw copitol Me 12,350,000
T0 P} Shaw capital ¢ 20,00,000
Q) Equity shore Allotmeat Aic Dre 10,090,000 (50000 %29)
Pref.Skare  Aliotment M Dr. 30,000  (10000%X20Q)

To Eq: Shak copitor Mc 10,090,000
TO P} Shok copital e 30,0000



4) Bank Alc Dr £0,00,000
To Eq. skaw Alloment Alc 10,990,000
To quz. SWave Allormat Al 20,0000

\V

@) Eq’. InQve First cony Ale Or: 1$,00,000 C50000X3o)

P"‘?’- Shave First call Ale Py 20,00,000 RS S
O B show capiial Abc 1500060
To Mf -sLQVt CQP.H'Q| Alc QotOOaQOO

() Bank Alc  Dr 35,049,000
To Eq. swaw First con Ale 15:09,000
T0 PK.?- MGve. Clirs+ Call Alc 2Qn00\000



Y

(:]) E'q; Shave cony Ale Or 12, S0, 000 Cs0080 X257
PR.P.. Mave call Alc ¥ 3000000 (100000 % 30)
o Eq(' S‘AQV( CQP“b‘ APc 12,50,000
To Pref.Skowe copital Atc 30.00,000
(8) Bank Aic  Or 36,590,000 (42000125 + RROVX )
Call in Arrrarg Atc T 560,000 1050000 + 2640000

To £q. skave Final con Alc
To Pve_?.. S\I\Q\&FMQ\ call Alc

12 5Q,000
30'““ -Q“Q
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(1) Baak Afc Dr- ﬁ\/7:
To Equiy 12,5000 C 500%y % 25)
"CF- S"QN,-APF“ Alc 20,Q0,000 C‘QQQQOX 20)
(3 Equity shore APPY Ak Dr. 12,50)000
Pref.Shav App Alc  Dr- 99,00,000
To Eq: Shaw copitol Me  12,30000
T0 P} Shaw capital ¢ 20,00,000
Q) Equity shore Allotmeat Aic Dre 10,090,000 (50000%.20)
Pref.Shave  Allotment M Dr. 30,0000  (1000X3Q)
[ Eq: Shaw Copitol Al 10,090,000
TO P} Shok copital e 30,00



&) Bank Alc

. Save Allormant Ale 20,0000

Y

@) £q. skavwe First con Alc Or:  15:00,000 C50000%30)

?"‘?’- SWave, First call Ale Py 20,009,000 RIS S
T &g show copial Atc 151001000
To P"Qf . S"'Q‘ft CQP'.I“'G‘ Alc QO\DO:QOO

(§) Bank Alc Dr
To Ecb shave  First

To Psq)..

000

15:09.000
rSt call Alc &100\000



Y

«) g T con Ale Ore 1450:000 C S0000 X257
PK'P- Share call Alc v QOGOQ’DQ) (‘OOOQOXQO)
- &L Shave capiial Abc 12,50,000
To Pref.Slare copital Atc 30,00,000
(8) C42000%25 + KROVX )

Cal\l in Arrrarg Atc 1 5,60,0Q0

To £q. skave final con Alc
To PR_?-. S\I\Q\&ﬁ'\(‘x\ call Alc

1050000 + 26420000

3:60,000 12000% 3



Cash Book

TO Pre§ -Shr. Apph AlC 20,00,000

.‘qu~$\V. Alwtreent Ak 10,00,000
To Pvef - She. Allgtment Ate 30,00,000

To Bg-shr- Firstcon Alc 150,000
To Pref -Shr- Firsk cavale 20, 00,000

To Bq;:Shy- fina) con At 10,50,000
T8 Pref -Shy Minalcan M og ZIEV

|IL‘L'0 40,000

44,4000

e

Y






