NCERT SOLUTIONS CLASS-12 ACCOUNTANCY PART-2

Test Your Understanding |

- State which of the following statements are true

(a) A company is formed according to the provisions of Indian Companies Act, 1932.
Answer False

(b) A company is an artificial person.

Answer True

(c)Shareholders of a company are liable for the acts of the company.

Answer False

(d) Every member of a company is entitled to take part in its management.
Answer False

(e) Company's shares are generally transferable.

Answer True

(f) Share application account is a personal account.

Answer True

(g) The director of a company must be a shareholder.

Answer True

(h) Application money should not be less than 25% of the face value of shares.
Answer False

(i) Paid-up capital can exceed called-up capital. .

Answer True

(i) Capital reserves are created from capital profits.

Answer True

(k) Securities premium account is shown on the assets side of the balance sheet.
Answer False

(I) Premium on issue of shares'is a capital loss.
Answer False

(m) At the time of issue of shares, the maximum rate of securities premium is 10%.
Answer False

(n) The part of capital which is called-up only on winding up is called reserve capital.
Answer True

(o) Forfeited shares can not be issued at a discount.

Answer False

(p) The shares originally issued at discount may be re-issued at a premium.

Answer True

Do it Yourselfl

Question 1. On January 01, 2006, a limited company was incorporated with an authorised
capital of Rs.40,000 divided into shares of Rs.10 each. It offered to the public for subscription
of 3,000 shares payable as follows

Rs.
On Application 3 per share
On Allotment 2 per share

On First Call (One month after allotment) 2.50 per share

On Second and Final Call 2.50 per share

The shares were fully subscribed for by the public and application money duly received on
January 15, 2006. The directors made the allotment on February 1, 2006.

How will you record the share capital transactions in the books of a company if the amounts
due has been duly received, and the company maintains the combined account for application
and allotment.
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Answer

Date Particulars

2006

Mar 1 |Share First Call Al Dr

Jan 15 |Bank Alc Dr |

To Share Application and Allotment Afc
(Being application money received an 3,000
share @ ¥ 5 each)

| Bhare Application Alc Cr ]

To Share Capital A/c !

(Being application money transferred to share
capital)

To Share Capital Afc
(Being money due on 3,000 shares @ 2.50
each)
Bank A'c Dr
To Share First Call Alc
(Being first call money receved)

Share lind and Final Call A/c or |

To Share Capital A/c |
(Being maney due on 3,000 sharss @ 250 |
each)

|
Bank Alc ~Dr |
|
i

To Share lind and Final Call Alc
(Being final call money received)

15,000

15,000

7.500

CLF | Amt. (Dr) | Amt. (Cr)

15,000

15,000

7,500

7,500

7,500

7,500

Naote Entries for share application and share allotment are made separately but in this
question they are taken logether is single entry according to the requirement of

the question.

Do it Yourself Il

1. A company issued 20,000 equity shares of Rs.10 each payable at Rs.3 on
application, Rs.3 on allotment, Rs.2 on first call and Rs.2 on second and the

final call. The allotment money was payable on or before May 01, 2005; first
call money on or before August Ist, 2005; and the second and final call on or

before October Ist, 2005; X', whom 1,000 shares were allotted, did not pay the
allotment and call money; Y’, an allottee of Rs.600 shares, did not pay the
two calls; and “Z', whom 400 shares were allotted, did not pay the final call.
Pass journal entries and prepare the Balance Sheet of the company as on

December 31, 2005.
Answer

Date

Bank Né R Dr ]

May 1 |Share Allotment Alc Dr

Aug 1

| Particulars

_LF | Amt. (Dr) | Amt. {Cr)

To Share Application Afc
|Being application money received on 20,000
share @ 3 each)
Share Application Alc Dr
To Share Capital Afc

(Being application money transferred to share
capital)

| To Share Capital Alc {
| (Being allotment money due on 20,000 share @ 3 |
| gach)

[Bank A/c (19.000%3) Dr |
Caill to Arrear Adc (1,000 x 3) Dr
Ta Share Allotment Alc

{Being allotment money received except for 1,000
shares)

Share st Call Ac Dr
To Share Capital &/c

(Being Ist call money due on 20,000 shares @ 2
each)

60,000
|
|

60,000

60,000

57,000
3,000

40,000

60,000

60,000

60,000

40,000
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Date Particulars LF J| Amt. (Dr) | Amt. (Cr)
‘Bank Al {18,4002) or i 36,800
 Calls-in-Arrears Alc (1,600%2) Dri | 3,200

Ta Share in Call A/ 0o 40,000
{(Being st call money received except for |
1,800 shares (1,000 of ¥ and 600 of Y)) |
Oct 1 |Share lind Final Call Alc T o | o000
To Share st Capital Al [ 40,000
| [Being money due on |l call on 20,000 shares @ !
{2 each) |
{Bank A/c (18,000x2) Dr | 36,000
ECalls—in—PJrears Adc (2 000 % 2) Dr | 4.000i
| To Share lind and Final Call &/c | A0.000
{{Being money received on lind call except for |
12,000 shares {X-1,000, ¥-600, Z-400}) ;
Balance Sheet
as on December 31, 2005
_ Uabities AMLE) | Assets
Authorised Share Capital Issued, i {Current Assets
Subscribed, Callesd-up and Paid-up |
Capital | |
20,000 Shares @ 10 each 290.000! |Cash al Bank 1,89 800
() Calls-in-Arrear (10,200) | |
(3.000+3,200+4,000) | 189800
L 1 8980{11' 1.89.800

2. Alfa company Ltd. issued 10,000 shares of Rs.10 each for cash payable at Rs.3
on application, Rs.2 on allotment and the balance in two equal instalments.

The allotment money was payable on or before March 3, 2006; the first call
money on or before 30 June, 2006; and the final call money on or before 31st
August, 2006. Mr. ‘A’, whom 600 shares were allotted, paid the entire remaining
face value of shares allotted to him on allotment. Record journal entries in

company'’s books and also prepare their balance sheet on the date.

Answer -
Date Particulars | LF | Amt. (Dr) | Amt. (Cr)
Bank Afc Dr | | 30000
To Share Application Alc | | 30,000
(Being application money received on 10,000 |
shares @ T3 each) i
i
Share Application Alc Dr 30,000
To Share Capital Alc 30,000
(Being application money transferred o share
capital) *
2006 | i
March 3 Share Allotment Ajc Dr 20,000/
| ToShare Capital Alc | 20,000
(Being maney due on allotment on 10,000 shares :
|@ 2 each)
{Bank A/c (10,0002+600x5) Dr 23,000
To Share Aliotment A/c Dr | 20,000
To Calls in Advance Alc 3,000
{Being allotment money received along with |
|aduance payment on 600 shares @ 5 each) ]
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June 30 |Share Ist Call Alc Dr 25.000%
To Share Capital Alc | 25,000
{Being st call due on 10,000 shares @ 250 |
each) |
Bank Ajc Dr 2350{}
Calls in Advance Afc Dr 1,500
To Share Ist Call Alc | 25000
(Being Ist call money received except for 60O |
shares (received as advance)) |
Aug 31 |Share lind and Final Call Alc Dr 25,000}
To Share Capital Alc | 25000
{Being maney due on final call an 10,000 shares
(@ 2,50 each) |
Bank Alc Dr 23,500
Calls in Advance Alc Dr 1,500}
To Share lind and Final Call Afc | 25000
{Being money received on final call except for F
600 shares received on allotment as advance) |
Balance Sheet
as on August 31, 2006
Liabilies | Amt. ) Assets | Amt. )
Authorised Capital . Current Assets !
Issued, Subscribed, | {Cash at Bank | 1,00,000
Called-up and Paid-up | i |
Capital i | [
10.000 Shares @ 10 sach 1,00,000, '

100000

Test your Understanding = II

Choose the Correct Answer.
(a) Equity share holders are :

(i) creditors

(i) owners

(iii) customers of the company.
Answer (i) Owners

(b) Nominal share capital is :

(i) that Part of the authorised capital which is issued by the company.
(i) the amount of capital which is actually applied for by the prospective shareholders.
(iii) the maximum amount of share capital which a company is authorised to issue.

Answer (iv) the amount actually paid by the shareholders.

(c) Interest on calls-in-arrears is charged according to “Table A" at :

(i) 5%

(i) 6%

(iii) 8%

(iv) 11%
Answer (i) 5%
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(d) Money received in advance from shareholders before it is actually called-up by the
directors is :

(i) debited to calls-in-advance account

(ii) credited to calls-in-advance account

(iiii) debited to calls account.

Answer (i) Credited to calls account

(e) Shares can be forfeited

(i) for non-paymnt of call money

(ii) for failure to attend meetings

(iii) for failure to repay the loan to the bank

(iv) for which shares are pledged as a security.
Answer (i) For non-paymntof call money

(f) The balance of share forfeited account after the reissue of forfeited shares is transferred
to

(i) general reserve

(ii) capital redemption reserve

(iii) capital reserve

(iv) reveneue reserve

Answer (iii) Capital

(g) Balance of share forfeiture account is shown in the balance sheet under the item :
(i) current liabilities and provisions

(ii) reserves and surpluses

(iii) share capital account

(iv) unsecured loans

Answer (iii) Share capital account

Do it Yourself IlI

1. A company forfeited 100 equity shares of Rs.10 each issued at a premium of
20% for non-payment of final call of Rs.5 including the premium. Show the
journal entry to be passed for forefeiture of shares.

Date | Particulars LF | Amt. (Dr) | Amt. (Cr)
|Share Capital Al (100x10) of 100 |
| Securities Premium Al (100 x 2) Dri | 200 |

To Share Final Call Afc (100x 5) i ; | 500
To Share Forfeiture At | | 700

{Being 100 shares forfeited for nan payment of
final call T 3 + premium T 2)

2. A company forfeited 800 equity shares of Rs.10 each issued at a discount of 10% for non-
payment of two calls of Rs.2 each. Calculate the amount forfeited by the company and pass
the journal entry for forefeiture of the shares.

Answer
[:-ate_ __j Particulars LF  Amt. {Or) = Amt. (Cr)
{Share Capital Alc (800 = 10) Dr ! 8,000
Ta Calls-in-Arrears Afc (BOO x 4) | 3,200
Ta Discount on |ssue Afc (800 = 1 800
To Share Forfefture Adc (800 x 5) | 4,000

(Being 800 shares forfeited for nan payment of |
two calls of T 2 each issued at discount 10%)



Do it Yourself IV

Excell Company Limited made an issue of 1,00,000 Equity Shares of Rs.10 each,
payable as follows :

Rs.
On Application Rs.2.50 per share
On Allotment Rs.2.50 per share

On st and Final Call  Rs.5.00 per share
X, the holder of 400 shares did not pay the call money and his shares were forfeited. Two
hundred of the forfeited shares were reissued as fully paid at Rs.8 per share. Draft necessary
journal entries and prepare Share Capital and Share Forfeited’ accounts in the books of the
company.

Answer

Date | Patuars Ll Amt(©n Amt (G

Bank A/c {100,000 % 2.50) Or| 250,000/
To Equity Share Application A/'c | ;

| {Being application money received on 1,00,000
‘equity shares (@ 2 50 each)

"Equity Snare Application Al D 2_5:0.{100:

2,50,000

To Equity Share Capital Alc I 250,000
(Being application money transferred 1o share |
‘capital) | |
: Equity Snare Allctment Adc (100,000 = 2 50) D . 2 50,000
To Equity Share Capital Al 2,50,000
(Being allotment money due on 1,00,000 shares |
(@ 2.50 each) |
Bank Ac Dri | 250000]
To Equity Share Aliotment &l | 250,000
(Being allotment maney received in full)
Equity Share st and Final Call A/c oY | 500000
(1.00,000 = &) | i |
To Equity Share Capital Alc i | 5,00,000
' (Being final call due on 1,00,000 shares @ & |
-each]

. P —

Date | Particulars LF Amt. (Dr) |

EBank Afc (99.600x5) Dr; i 4980(]0 -
To Equity Share Ist and Final Call Ajc | | 498,000

f{Being manay received on final call except for 400 |

i sharges)

|Share Capital A/C {400 = 10) or | 4,000

To Equity Share Ist and Final Call Afc [400=5) 2.000
| ToShare Forfeiture Alc I 2000
|(Being 400 shares forfeited for non-payment of
final call) 11
‘Bank A/c (200%8) ol | 1600
Share Forfeiture A/c (200 x2) Drl 400

To equity share Capital Afc (200=10) | i 2.000
{Being 200 equity shares reissued @ 8 each fully I
PR oo e e e
Share Forfeitura Afc Dr| go0|

To Capital Reserve Alc | GO0
{Being profit on reissue transferred to capital
reserve)

Working Note Amount received on 200 shares = 200x5=1000
(-} Amount used on reissue of 200 shares = (400)
Amount transferred to capital reserve @



Test your Understanding - Il

(a) If a Share of Rs. 10 on which Rs. 8 is called-up and Rs. 6 is paid is forfeited. State with

what amount the Share Capital account will be debited.

(b) If a Share of Rs. 10 on which Rs. 6 has been paid is forfeited, at what minimum price it
can be reissued.

(c) Allhuwalia Ltd. issued 1,000 equity shares of Rs. 100 each as fully paid-up in
consideration of the purchase of plant and machinery worth Rs. 1,00,000. What entry will be
recorded in company’s journal.

Answer

(a) On forfeiture, share capital is debited with called up amount i.e. X 8.

(b) The total price of money collected from Tst issue and reissue should be equal to face value
atleast. It can exceed also. The share can be reissue for minimum ? 4 per share.

Date Particulars LF | Amt. (Dr) | Amt. (Cr)
{i) Plant and Machinery A/c - or| ! 1--'06:5-;0-0““

To Vendor Afc i 1.00,000

(Being plant and machinery purchased and ' i
money due on vendor) i

iy |Vendaor Ajc Or 1.00.000;
To Share Capital Adc I 1,00,000

{Being vendor paid in form of shares) |

Do it Yourself V

Journalise the following :

(a) The directors of a company forfeited 200 equity shares of Rs. 10 each on which Rs. 800
had been paid. The Shares were re-issued upon payment of Rs. 1,500.

(b) A holds 100 shares of Rs. 10 each on which he has paid Re. 1 per share on application. B
holds 200 Shares of Rs. 10 each on which he has paid Re. 1 on application Rs. 2 on
allotment. C holds 300 shares of Rs. 10 each who has paidRe. 1 on applications, Rs. 2 on
allotment and Rs. 3 on first call. They all failed to pay their arrears and second call of Rs. 4
per share as well. All the shares of A, B and C were forfeited and subsequently reissued at
Rs. 11 per share as fully Paid-up.

Answer ()

Date Particulars ! LF | Amti (Dry  Amt. (Cr)
'Share Capital A/ (2003 10) Dr: 2,000
To Calls-in-Arrears Afc | 1,200
To Share Forteiture Afc i :‘ aon
| {Being 200 shares forfeited for non-payment of
21200}
Bank Alc or 1,500
' Share Forfeiture Alc Cr 500 |
Tao Share Capital Afc | 2,000
(Being 200 shares reissued for T 1,500)
Share Forfeiture A'c D 300
Ta Capital Reserve Ac 300
|(Being balance of share forfeiture transferred to. |
'capltal reserve)

(b) B 2
Date Particulars LF  Amt {Or Amt. (Cr)
Share Gapital A/c (600 10) Dr| [ 6000
To Callg-in-Amrears Alc 3,500
Ta Share Forfeiture Ajc i 2,300
(Being 600 shares forfaited) ' '
Bank A/c (600 = 11) Dr I BE0D |
To Share Capital A'c (600 = 10) | 6,000
To Securities Premium Afc (800 x 1) 600
|{Being BOO shares reissued @ 11 each) |
| Share Forleiwre &/c Or | 2500
To Capital Reserve Afc | 2500

| {Being balance of share torfeiture transterred o
capial resenve) |




Working Note

Shares Application Allotment IstCall |  Final Call
71 2o | T3 | T4
A 100 v ® : *® %
B 200 v v x|
c | 300 v v v x
Amount Received 800 x 1 500 x 2 00x3 600x0  Total
= 600 + = 1000 + = 200 = 2.500
Amaunt not Received s 100x2 300x3 600=4 |
=200 = 800 = 2400 { 3.500

Short Answer Type Questions

Question 1. What is public company?

Answer Minimum requirement of a public company is seven person. As per the Section 3 (1)
(iv) of Companies Act 1956, public company is a company which (a) is not a private company,
(b) has minimum capital of ?5 lakh or such higher paid-up capital as may be prescribed, and
(c) is a private company which is a subsidiary public company.

Question 2. What is private limited company?

Answer As per Section 3 (1) (iii) of Companies Act 1956, A private company is one which has a
minimum paid up capital of * 1 lakh or such higher paid-up capital as may be prescribed by its
Articles

(i) Restricts the right to transfer its shares.

(i) Limits the number of its members to fifty (excluding its employees).

(iii) Prohibits any invitation to the public to subscribe for any-shares in or debentures of the
company.

(iv) Prohibits any invitation or acceptance of deposits from person other than its members,
directors and relatives.

Question 3. Define Government Company.

Answer Section 617 of Companies Act 1956 defines Government Company as a company in
which not less than 51% of the paid up share capital is held by the Central Government or by
any State Government or Governments or partly by the Central Government and partly by one
or more State Governments and includes a company which is a subsidiary of a Government
Company.

Question 4. Whatdoyou mean by alisted company?

Answer Listed companies are those companies whose shares are listed on a recognised stock
exchange for public trading. When a company’s security is listed in a recognised stock
exchange the price fluctuation can easily be observed by the investor and he/she can easily
determine the increase/decrease in value of their investment in a concerned listed company.
This is the only reason that the volume remain high in case of a listed company as all the
moves can be observed and investment strategy can easily be planned in that company.
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Question 5. What are the uses of securities premium?

Answer When securities like shares and debentures are issued to public more than their face
value the excess is called security premium. As per the Section 78 of the Companies Act 1956,
the amount of securities premium can be used by the company for the following purposes

(i) For paying up unissued shares of the company to be issued to members (shareholders) of
the company as fully paid bonus share.

(i) For writing off the preliminary expenses of the company.

(iii) For writing off the expenses of, or the commission paid or discount allowed on, any issue
of shares or debentures of the company.

(iv) For paying up the premium that is to be payable on redemption of preference shares or
debentures of the company.

(v) Further, as per the Section 77A, the securities premium amount can also be utilised by the
company to buy-back its own shares.

Question 6. What is buy-back of shares?

Answer When a company repurchase its own share from the market to reduce the number of
share it is called buy-back of shares. As per the Section 77A of the Companies Act, 1956 the
procedure for buy back of share would be as follows

(i) First of all the Articles of the Association must authorise the company for the buy-back of
shares.

(ii) A special resolution must be passed in the companies’ Annual general body meeting.

(iii) The amount of buy-back of shares should not exceed 25% of the paid-up capital and free
reserves.

(iv) The debt-equity ratio should not be more than a ratio of 2:1 after the buyback.

(v) All the shares of buy-back should be fully paid-up.

(vi) The buy-back of the shares should be completed within-12 months from the date of
passing the special the resolution.

(vii) The company should file a solvency declaration with the Registrar and’ SEBI which must
be signed by at least two directors of the company. —

Sources for Buy-back of Share

(i) Free reserves.

(i) Securities premium account.

(iii) Proceeds of any shares or other specified securities, provided that no buy-back of any kind
of shares or other specified securities shall be made out of the proceeds of the earlier issues
of the similar kind of shares or specified securities.

Question 7. Write abrief note on ‘Minimum Subscription’

Answer When shares are issued to the general public, it is necessary that the minimum
subscription amount should be subscribed so that the company can allot shares to the
applicants. This minimum amount of share subscription is termed as minimum subscription.
As per the Company Act 1956, the minimum subscription of share cannot be less than 90% of
the issued amount. If the minimum subscription is not received, the company cannot allot
shares to its applicants and it shall immediately refund the entire application amount received
to the public.

e.g., if a company issued 1,00,000 equity share than at least 90,000 share must be subscribed
by the public.
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Long Answer Type Questions

Question 1. What is meant by the word ‘Company'? Describe i characteristics.
Answer According to Section 3 (1) (i) of the Company Act of 195 “Company means a company
formed and registered under this Act or £ existing company.”

In general, a company is an artificial person, created by law that has separate legal entity,
perpetual succession, and common seal and t limited liability. It is a voluntary association of
person who together contribu in the capital of the company to do business.

Generally, the capital of a company is divided into small parts known shares, the ownership of
which is transferable subject to certain terms s conditions.

Characteristics of Company

(i) Incorporated Association A company comes into existence through the operation of law.
Therefore, its incorporation under the Companies Act is must. Without such registration, no
company can come into existence. Being created by law, it is regarded as an artificial legal
person.

(i) Separate Legal Entity A company has a separate legal entity, which is not affected by
changes in the membership. Therefore being a separate entity, a company can contract, sue
and be used in its corporate name and capacity.

(iii) Artificial Person A company is an artificial and juristic person that is created by law.

(iv) Limited Liability Every shareholder of accompany has limited liability. His liability is limited
to the extent of the unpaid value of the shares held by him. If such shares are fully paid up, he
is subject to no further liability.

(v) Perpetual Existence The existence of company is not affected by the death, retirement, and
insolvency of its members. That is, the life of a company remains unaffected by the life and
the tenure of its members in the company. The life of a company is infinite until it is properly
wound up as per the Companies Act.

(vi) Common Seal The company is not a natural person and has no physical existence. Hence,
it cannot put its signature. Thus, the common seal acts as an official signature of a company
that validates the official documents.

(vii) Maintenance of Books A limited company is required by law to keep a prescribed set of
account books and any failure in this regard attracts penalties.

Question 2. Explain in brief the main categories in which the share capital of a company is
divided.

Answer Share capital of a company can be divided into the following categories

(i) Authorised Capital It refers to that amount which is laid down in clause of the
memorandum of association of the company. This i maximum amount with which company is
registered and to raise from the public by the issue of shares. The therefore, called the
registered or nominal or authorised capital of company.

(ii) Issued Capital The authorised capital which is offered to the public for subscription
including shares offered to the vendors for subscription other than cash is called the issued
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capital.

(iiif) Subscribed Capital It is the portion of issued capital which has been subscribed to by the
public i.e., applied for and allotted by the company. Thus, face value of allotted shares is
known as subscribed capital.

(iv) Called-up Capital The portion of the subscribed capital which the shareholders are called
upon to pay is termed as called up capital of the company. The company usually does not
require a shareholder to pay in one lot, the full value of the shares he has subscribed for. He is
generally required to pay it by instalments. The balance of subscribed capital which has not
been called-up represents uncalled capital.

(v) Paid-up Capital The amount of called-up capital which has been actually paid by the
shareholders is called as paid-up capital and the amounts yet due from the shareholders are
called as calls-in-arrears.

(vi) Reserve Capital Sometimes a company by means of special resolution decides that
certain portion of its uncalled capital shall not be called-up during its existence and it would be
available as an additional security to its creditors in the event of its liquidation. Such a portion
of uncalled capital is termed as reserve capital.

Question 3. What do you mean by the term ‘share? Discuss the type of shares, which can be
issued under the Companies Act, 1956 as amended to date.

Answer The capital of a company is divided into a number of equal parts. Each part is called a
share. A company may divide its capital into shares of ? 10, ? 50, ~100 or any suitable amount,
but it is always preferable to have shares of small denomination in order to bring them within
the reach of small investor.

According to Lord Lindley, “The portion of capital to which each member is entitled to his
share”. In this way, share is proportionate part of the share capital and forms-ownership in a
company.

According to Companies Act, 1956 there are two types of shares

(i) Preference Share Preference Share is one which carries the following two rights

(a) They have a right to receive dividend at a fixed rate before any dividend is paid on the
equity shares

(b) On the winding up of the company, they have right to return of capital before the capital
returned on equity shares.

However, not with standing the above two conditions, a holder of the preference share may
have a right to share fully or to a limited extent in the surplus of the company as specified in
the Memorandum or Articles* of the company.

(i) Equity Share Under Indian Companies Act 1956, ‘an equity share is share which is not
preference share’. Thus, this share does not carry any preferential right or in other words,
equity share is one which is entitled to dividend and repayment of capital after the claim of
preference shares is satisfied. Usually the equity shareholders control the affairs of the
company and hence right to all the profits after the preference dividend has been paid.

Question 4. Discuss the process for the allotment of shares of a company in case of over
subscription.

Answer When shares are issued to the public for subscription through the prospectus by well
managed and financially strong companies, it may happen that the total number of
applications received for shares exceeds the number of shares offered by the company to the
public, such situation is called the situation of over-subscription. A company can opt for any of
the three alternatives to allot shares in case of over-subscription of shares.

(i) Excess Applications are Refused and Money received on Excess Applications is Returned to
the Applicants
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Date | Particulars | LF | Amt. (O | Amt. (GY

! Share Application Afc Drt

To Bank Alc i
/(Being excess share application money [
(refunded) !

(i) If the Applicant are made Partially Allotment (or Pro-rata Basis) In case of over-subscription,

when a company allots shares rateable to all the applicants, it is called as pro-rata allotment.
In such a case, the main problem is what to do with the excess amount received on
application. Practically, it will be quite irrational to refund the excess money first and then ask
the allottee applicants to pay the allotment money.

In practice, generally excess application money receive on these shares is adjusted towards
the amount due on allotment or call. For this purpose the entry is made as follows

Pro-rata and Refund of Money In case of over-subscription, the director can adopt a
combination of the above two alternatives i.e., they can accept full allotment to some
applications, a pro-rata allotment to others and no allotment to the rest.

Date | Particulars |LF

Amt. (Dr)

Amt. (Cr)

Share Application Alc Or
To Share Allotment Afc !

(Being excess share application money 1 |
transferred to share aliotment account) 1

Date Particulars LF | Amt. (Dr) | Amt. {_rf)_ ]
i Share Application Alc Or

To Share Allotment Al

To Bank &fc
{Being application money fransferred to
share capital account and excess share
application maney transferred to share)
allotment account and rest money Is
refund) A wl |

Question 5. What is a ‘Preference Share'? Describe the different types of preference shares.
Answer Preference share is one which carries the following two rights

(i) They have a right to receive dividend at a fixed rate before any dividend is paid on the equity
shares.

(iii) On the winding up of the company, they have right to return of capital before of the capital
returned on equity shares.

However, not with standing the above two conditions, a holder of the preference share may
have a right to share fully or to a limited extent in the surplus of the company as specified in
the Memorandum or Articles of the Company.

Preference shares can be of various types which are as follows

(i) Cumulative Preference Shares If there are no profits in one year and the arrears of
dividends are to be carried forward and paid out of the profits of subsequent years, the
preference share is said to be cumulative. It is noted that the company should pay dividend
out of profits only.

(il) Non-Cumulative Preference Shares If unpaid dividend lapses, the share is said to be non-
cumulative preference share. It means when a preference shareholder receives dividend only
in case of profit and is not entitled any right to recover the arrears of dividend, then the type of
preference shares held by the shareholder is known as non-cumulative preference shares.

(iii) Redeemable Preference Shares When shares are repaid after some specified time in
accordance with the terms of issue they are called redeemable preference shares.

(iv) Non-Redeemable Preference Shares These are the preference shares, which do not carry
with them the arrangement regarding redemption. According to Section 80 (54), no company
limited by shares shall issue irredeemable preference shares or preference shares redeemable
after the expiry of 20 years from the date of issue.
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(v) Participating Preference Shares When a preference shareholder enjoys the right to
participate in the surplus profit (in addition to the fixed rate of dividend) that is left after the
payment of dividend to the equity shareholders, the type of shares held by the shareholder is

Remove Watermark Now

known as participating preference shares.

(vi) Non-Participating Preference Shares When a preference shareholder receives only a fixed
rate of dividend every year and do not enjoy the additional participation in the surplus profit,
then the type of shares held by the shareholder is known as non-participating preference
shares.

(vii) Convertible Preference Shares These shares give the right to the holder to get them
converted into equity shares at their option according to the terms and conditions of their
issue.

(viii) Non-Convertible Preference Shares When the holder of a preference share has not been
conferred the right to get his holding converted into equity share, it is called non-convertible
preference shares. Preference shares are non-convertible unless otherwise stated.

Question 6. Describe the provisions of law relating to ‘Calls-in- Arrears’ and ‘Calls in Advance’
Answer Calls-in-Arrears The portion of called up capital which is not paid by the shareholder
within a specified time is known as calls-in-arrears. In other words, when a shareholder fails to
pay the amount due on allotment or any subsequent calls, then it is termed as call-in-arrears.
The company is authorised by its Article of Association to charge interest at a specified rate
on the amount of call-in-arrears from the due date till the date of payment. If the Article of
Association is silent in this regard, then Table A shall be applicable that is interest at 5% pa is
charged.

It is deducted from the called-up share capital on the liabilities side of the Company’s Balance
Sheet. The company can also forfeit the shares on account of non-payment of the calls money
after giving proper notice to shareholders.

Calls in Advange It means calls not due but paid by the shareholder in advance. Thus, the
amount of future calls is received in advance by the company.

In other words, when a shareholder pays the whole amount or a part of the amount in advance,
i.e., before the company calls, then it is termed as calls in advance. The company is authorised
by its Article of Association to pay interest at the specified rate on call in advance from the
date of payment till the date of call made.

If the Article of Association is silent in this regard, then the Table A shall be applicable that is,
interest at 6% pa is provided. It is shown under the heading of current liabilities on the
liabilities side of the Company’s Balance Sheet.

Question 7. Explain the terms ‘Over-subscription’ and ‘Under-subscription’. How are they
dealt with in accounting records?

Answer When shares are issued to the public for subscription through the prospectus by well
managed and financially strong companies, it may happen that the total number of
applications received for shares exceeds the number of shares offered by the company to the
public, such situation is called the situation of over-subscription. A company can opt for any of
the three alternatives to allot shares in case of over-subscription of shares.

(i) Excess Applications are Refused and Money Received on Excess Applications is Returned
to the Applicants

Date | ~ Particulars _ | LF | Amt. (Dr) | Amt. (Cr)
Share Application AV Dr | B i
| To Share Aliotment Alc 5
E{Betng excess share application money
‘refunded)

(i) If the Applicant are made Partially Allotment (or Pro-rata Basis) In case of over-subscription,
when a company allots shares rateable to all the applicants, it is called as pro-rata allotment.
In such a case the main problem is what to do with the excess amount received on



application.

Practically, it will be quite irrational to refund the excess money first and then ask the allottee
applicants to pay the allotment money.

In practice, generally excess application money receive on these shares is adjusted towards
the amount due on allotment or call. For this purpose the entry is made as follows

_Date ~ Particulars {LF| Amt. (Dr) | Amt. (Cr)
{Share Application A/c or | T
To Share Alletrment A ' !
{(Being excess share application i
{ranserred 1o share allotment account) j |

(iii) Pro-rata and Refund of Money In case of over-subscription, the director can adopt a
combination of the above two alternatives i.e., they ,can accept full allotment to some
applications, a pro-rata allotment to others and no allotment to the rest.

Date Particulars LF | Amt. (Dr) | Amt. (Cr)

| Share Application Afc Dr
| To Share Capital Alc
| To Share Allotment Afc

To Bank Afc
(Being appiication money transferred 1o share
capital account and excess share application

maney transferred to share allotment account
land rest money is refund)

Under-Subscription: In case when share are issued by the company and the number of shares
applied by the public is lesser than the number of shares issued this is called the situation of
under-subscription.

As per the Comprise Act, the minimum subscription is 90% of the shares issued by the
company. This implies that the company can allot shares to the applicants provided if
applications for 90% of the issued shares are received. Otherwise, the company should refund
the entire application amount received.

In this regard, necessary journal entry is passed only after receiving and refunding of the
application. In this case, normal entries are made as the adjustment is not needed for any
excess.

Question 8. Describe the purposes for which a company can use ‘Securities Premium
Account.

Answer Securities premium account can be used only for the following four purposes as laid
down by Section 78 of the Companies Act 1956

(i) Toissue fully paid bonus shares to an extent not exceeding unissued share capital of the
company.

(i) To write-off preliminary expenses of the company.

(iii) To write-off the expenses of, or commission paid, or discount allowed on any of the shares
or debentures of the company.

(iv) To pay premium on the redemption of preference shares or debentures of the company.

Question 9. State clearly the conditions under which a company can issue shares at a
discount.

Answer In normal condition as a general rule, a company cannot ordinarily issue shares at a
discount. It can do so only in cases such as reissue of forfeited shares’ and in accordance
with the provisions of Section 79 of the Companies Act. According to Section 79 of the
Companies Act, 1932, a company is permitted to issue shares, at a discount provided the
following conditions ara satisfied

(i) The issue of shares at a discount is authorised by an ordinary resolution passed by the
company at its general meeting and sanctioned by the Company Law Board now Central
Government.
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(i) The resolution must specify the maximum rate of discount at which the shares are to be

issued but the rate of discount must not exceed 10 per cent of the nominal value of shares.
The rate of discount can be more than 10 per cent if the government is convinced that a higher
rate is called-for under special circumstances of a case.

(iii) At least one year must have elapsed since the date on which the company became entitled
to commence the business.

(iv) The shares are of a class which has already been issued. -

(v) The shares issued within two months from the date of receiving sanction for the same
from the government or within such extended period as the government may allow.

(vi) If the offer prospectus at the date of issue must mention particulars of the discount

allowed on the issue of shares.

Question 10. Explain the term ‘Forfeiture of Shares’ and give the accounting treatment on
forfeiture.

Answer If a shareholder fails to pay the allotment money and or any call money on his shares
as called upon by the directors, his shares may be forfeited by the directors, if they are so
authorised by the Articles of Association. This is known as forfeiture of shares.

As per the Table A of the Company Act, the procedure of forfeiting shares is mentioned below.
(i) A notice is sent to default shareholder stating him/her to pay calls-in-arrears along with the
interest accrued on the outstanding calls money within a period of 14 days of the receipt of
notice, otherwise, the shares will be forfeited.

(ii) If the shareholder does not pay the amount, then the company has the right to forfeit
his/her share by passing a resolution.

(iii) A notice of that resolution is send to the default shareholder and a public notice of the
same is published in a daily newspaper.

(iv) The name of the shareholder is removed from the register of members (i.e., shareholders).

Accounting Treatment for Forfeiture of Shares
(i) Forfeiture of Shares that were Issued at Par

Date | ~ Particulars LF  Amt. (Dr) | Amt. (Cr)
| Share Capital A/e o Dr f‘-[-Amo-ur_{t -
| |Called-up)

To Share Allotment Afc (Not Received) |

To Share Calls Afc (Nol Receved)

To Share Forfeilure A/ {Amount Received)
[Being shares forfeited on non-payment of
aliotment or call money)

(i) Forfeiture of Shares that were Issued at Premium
(a) Sometimes forfeited shares would have been issued at premium in that case if amount of
premium is received than premium received is not shown.

Date | Particulars - LE'_ Amt. (D) Arm icn
|Share Capital Afc Dr| E{Amount .
|Called-up)

To Share Allotment Alc (Nol Received) |
To Share Calls Alc (Not Received) |
Ta Share Forfeiture A/c (Amount
Recened)
{(Being shares forfeited on non
[payment of allotment or call money)

(b) Sometimes forfeited shares would have been issued at premium in that case if amount of
premium is not received than premium not received is shown.



nmeQ Particulars LF Amt. (01| A@__{r_:rﬁ

iShare Capltal Al or | rr otal Amount |
| -C1llad -up)
Share Premium A/ Dr | |(Premium
| [ L Amount
| Called-up)

To Share Allotment A/c (Nat
Received)
To Share Calls Alc (Mot Received)
To Share Forteiture Alc (Amaunt
! Received) |
| (Being shares forsited on non .
payment of allotment or call monay) i

B

(iii) Forfeiture of shares that were issued at discount Sometimes forfeited shares would have
been issued at discount in that case amount of discount will always be shown.

Date | Particulars \LF Amt. (Or) | Amt. (€1
Share Capnai Nc Dr I [Total Amount [Dlscouni
Calied-up) Amaunt)
To Discount on Issue of Shares Alc | |
To Share Allotrnent A/c (Not Recened) |
To Share Calls Afc (Not Received)
To Share Forfeiture AJc (Amount
Received}
[(Being shares forfeited on non
paymenl of allot'nunt or call mDneyl

NUMERICAL QUESTIONS

1. Anish Limited issued 30,000 equity shares of Rs.100 each payable at Rs.30 on application,
Rs.50 on allotment and Rs.20 on Ist and final call. All money was duly received. Record these

transactions in the journal of the company.
Journal Entries

T i

Date Particulars LF | Amt. [Dr:| | tCrJ
i) |Bank Ale (30,00030) Dr| ! 900,000
To.Equity Share ApplcaiiA/c | | 9.00,000

|
('Elemg application money received on application |
|for 30,000 equity shares @ ¥ 30 per shafe; |

{iiy Equuly Share Application A/c orl 9,00,000 |
% Ta Equity Share Capital A/ (30,000x30) [ 9,00,000
i [Being share application maney transferred to
|share capital account)

{ii) |Equity Share Allotment Alc o 1500000
To Equity Share Capital Afc (30,000 x50) ; | 15,00, 000
(Being allotment money due on 30,000 @ 7 50 per
shara}
(V) |BankAc (30,000%50) ' Ol 1500000
| To Equity Share Allatment Alc ' {45,00,000

|
|{Being share allatment money received for 30,000 |
{shares @ ¥ 50 per share}

{v) Equlty Shara Frrst and Flnal calae Dr | 6,00,000:
To Equity Share Capital A/c (30.000:20) | | 6,00.000

| (Being share first and final call due on 30,000 [
{shares @ %20 per share) | i [
- 1 { |
(i) _Etank Ac (30,000 % 20) | 6,00,000|
| To Equity Share First and Final Call A/c Dr! ' £.00,000
(Being share first and final call money received for
130,000 shares @ ¥ 20 per share)

2. The Adersh Control Device Ltd was registered with the authorised capital of Rs.3,00,000
divided into 30,000 shares of Rs.10 each, which were offered to the public. Amount payable
as Rs.3 per share on application, Rs.4 per share on

allotment and Rs.3 per share on first and final call. These share were fully subscribed and all
money was dully received. Prepare journal and Cash Book.
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Journal Entries

Date Particulars LF | Amt. (Dr) | Amt. (Cr)

(i) Money received against application | To= | =

(i) Equity Share Application Afc Cor .| 90,000
To Equity Share Capital Afc (30.000:3) 0,000

| (Baing application meney for 30,000 shares @ % 3
|per share transferred to share capital Alc)

i) 'Ec;uity Share .b.limment Alc ) Dr | 1 .20.000;
| To Equity Share Capital Afc (30,0004 { . 120,000
(Being allotment meoney due on 30,000 shares @ T 4 !
| per share) 1|

() TMoney receved against allotment due - - . _—

(v} |Equity Share First and Final Call Afc Dr: QDGDO 90,000
| To Equity Share Capital Afe {30,000 3) i
|(Being first and final call money due on 30,000 shares| |
|@ % 3 per share) P

D] :Moneyreoei\v*edagainstﬂrslandﬁnalca!l { — —

Note A4l the entries related to bank (i.e., money received in different situations) will not
be passad as the question has asked for separate cash Book,

Dr Cash Book (Bank Column) Cr
Date. Particulars (JF Amt.(5) | Date  Particulars | JF Amt.(3)
To Equilty Share L
| Application | | 90,000
| To Equity Share . ]
. Allotment 1,20,000
| To Equity Share First i i
and Final Call Pl | By Balance o/d | 3,00,000
L ? | 3.00,000

3. Software solution India Ltd inviting application for 20,000 equity share of Rs.100 each,
payable Rs.40 on application, Rs.30 on allotment and Rs.30on call. The company received
applications for 32,000 shares.

Application for 2,000 shares were rejected and money returned to Applicants. Applications
for 10,000 shares were accepted in full and applicants for 20,000 share allotted half of

the number of share applied and excess application money adjusted into allotment. All

money received due on allotment and call. Prepare journal and cash book.
Journal Entries

Pate* Particulars ' LF | Amt D | Amt. (Cr)
(i) |[Equity Share Application Afe o ol | 11!}050_ .

| To Equity Share Capital Afc (20,000 % 40) | | 800000

To Equity Share Aliotment A/c (10,0003 30) | 300000

(Being application monry transferred 1o equity
share capital for 20,000 shares @ T 40 and|
¥3,00,000 is adjusted towards allotrment)
(i Equity Share Allatment Afc o __D_r 6,00,000.
! To Equity Share Capital Alc (20,000 x30) i 600,000
| {Being equity share allotment money due an '
| 20,000 @ T 30 per share) |
(iii) | Egity Share First and Final Call Afc o | 500,000
| To Equity Share Capital Alc (20,000 x30) | 600,000
(Being equity share on first and final call due on |
20,000 @ ¥ 30 per share)
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Dr Cash Book (Bank Column) Cr
Date  Particulars LJF | Amt (2) Date| Pamgma;s JFAmL ()
ToEqutyShare | | By Equity Share 1,80,000
Application | 12.80,000] Application i
. _ (80.000+1,00000) | |
| To Equity Share | By Balance cid | 20,00,000
Aliotment 300,000
T Ejuity Share First '
and Final Call 6 00 DDU.
21 BD DGD

Note Eniries related to money received against application, allotment and call are

directly taken in cash book,

Working Note
Applications received for 32,000 shares @ 40 each 12,80,000
Application for 2,000 shares rejected and amaount (2,000 40) refunded ~{80,000)
12,00,000
10,000 shares alloted in full and amount transferred to share capital (4,00,000)
(10,000 = 407 800,000
20 shares allotted 10 shares hence amount for 10,000 shares adjusted to ~ (4.00.000)
share capital (10000 = 40) and excess 10,000 shares @ ¥ 30 {aken as [3,00,000)
allotrment advance remaining ¥ 10 refunded for excess 10,000 shares {1.00,000)
%
Total refund (80,000+1,00,000) = 1,80,000
Total amount due on aliotment (20,000 share @ 30) 6.00,000
(-} Amount received on application {3.00,000)
Amount to be received on alloiment 3,00.000
Adjustment Table
Shares | lication | ica- | | Excess Adj usted in
Fuar:eeg Applicat| :tlg;t;:l 'nphﬁl:mw I;ﬂpﬁmey | Excess ;Allotm I -
|nn HBBEW&d dUB | ent | CBHS Return
{i} 2 DDQ == ! 80, ODD = |BCI;:ID'D B | -ED.CIDD

(i), 10000 10,000 400000/ 400000, — —
(ii)f 20,000 10,000/  8,00,000 4auuom4uocm 300000 _

b 32000 20000 ‘
i 200% S AR

4. Rupak Ltd. issued 10,000 shares of Rs.100 each payable Rs.20 per share on application,
Rs.30 per share on allotment and balance in two calls of Rs.25 per share. The application

and allotment money were duly received. On first call

all member pays their dues except one member holding 200 shares, while another member
holding 500 shares paid for the balance due in full. Final call was not made. Give journal

entries and prepare cash book.
Journal Entries

Date : Particulars L LF | | Amt. (Dr) Ihmt, (cn

(i) |Share Application Ae Or! B (JD DDO|

To Share Capital &/c (10,000=20)
(Being application money for 10,000 shares
transferred to share capnal account)

(i) Share Allo!ment Nc Dir

| (Being allotment money due on 10,000 shares @
T30 per sha:e)
(i |Share FirstCal Ae Dr|
i To Share Capital Alc (10,000 25) | |
|
|
|

|{Being share first call due on 10,000 shares @

¥ 25 per share) |

{iv) ;Call-in-Arrears Ao (200 < 25) - Dr1
To Share First Call Afc |
 {Being call-in-arrears on 200 shares @ T 25 per |
shara) !

| 200,000

To Share Capital A/c (10,000 30) 3,00,000

3,00,000

250,000/

2,50,000

5,000,

| 5,000
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Dr Cash Book (Bank Column) Cr
Date  Pariculars  JF Amt (3) Date Pariculars  JF | Amt (3)

To Share L 200000 5

| Application

|To Share Allotrment 3,00,000|

{ToShareFirst Call | | 2,45000) By Balance c/d

To Calls in Advance 12,500

5 757500

O

Working Note

Maney due on first call for 10,000 shares @ 25 each
(=) Calls-in-arrears for 200 shares @ ¥ 25 per share

Money received on first call
{+) Calls received in advance on 500 shares @ ¥ 25 per share

Total money recenved an first call

Mote |t is not necessary to open call-in-arrears account,

5. Mohit Glass Ltd. issued 20,000 shares of Rs.100 each at Rs.110 per share, payable Rs.30
on application, Rs.40 on allotment (including Premium), Rs.20 on first call and Rs.20 on final

call. The applications were received for 24,000

shares and allotted 20,000 shares and reject 4,000 shares and amount returned thereon. The

money was duly received. Give journal entries.
Answer

250,000
(5,000}
245000
12,500

_257.500

Joumnal Entries
Date Particulars LF, Amt. (Dr} | Amt (Cr}
(il |Bank Alc (24,000%30) Dr 7,20,000
To Share Application Ajc 7,20,000
{Being application money received on application for |
24,000 shares @ ¥ 30 per share) |
(ii) 1 Share Application Alc Dr - 7,20,000
To Share Capital A/c (20,000=30) 8,00,000
To Bank A/c (4,000=30Q) - 1,20,000
(Being share application of 20,000 shares @ 7 30 :
transferred to share capital account and the balance
raturned)
fii) {Share Allotment Al " Dr 8,00,000
To Share Capital Afc (20,000 = 30) 6,00,000
To Share Premium Afc (20,000 10} ¢ 2,00,000
(Being allotment money due on 20,000 shares @ 40 i
per share including ¥ 10 for premium) ,
(v) |Bank A/c (20,000 x 40) Dr 800,000
| To Share Allotment Alc | 800,000
{Being allotment maoney received on 20,000 shares {
@ T 40 per share }
{v) [Share First Call Ale Dr 4.00.000;;
Ta Share Capital A/c (20,000%20) . | 4,00,000
(Being share first call money due on 20,000 shares 5
i @ T 20 per share) !
(vi) |Bank Afc (20,000%20) Dr 4,00,000!
To Share First Call A/c | 4,00.000
(Being share first call money received on 20,000 !
shares @ ¥ 20 per share)
Date Particulars 'LF| Amt. (Dn) | Amt. (C)
.................. —r T P— | L0 R T | ik ]
vii) ' Share Final Call Alc Dl | |
| To Share Capilal Alc (20000x20) f 4,00.000
i[Being share final call money on 20,000 shares @ 4,00,000
|? 20 per share) : f
(vii) | Bank A/c (20,000 20) o 4,00,000]
Ta Share Final Call Alc | l

i (Being share final call maney received on 20,000 !
| shares @ ¥ 20 per share)

| 4,00000
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6. A limited company offered for subscription of 1,00,000 equity shares of Rs.10 each at a
premium of Rs.2 per share. 2,00,000. 10% Preference shares of Rs.10 each at par.

The amount on share was payable as under :
The amount on share was payable as under

Equity Shares Preference Shares
On Application 2 3 per share T 3 per share
On Allotment T 5 per share T 4 per share

(including a premium)

On First Call T 4 per share T 3 per share

All the shares were fully subscribed, called-up and paid.
Record these transactions in the journal and cash book of the company.

Answer
" Journal Entries
Date) Particulars LF| Amt. (Or) | Amt. (Cr)
(i) |Equity Share Application A/s N . Dr__— 5.00. IJUU |_-_- .
10% Preference Share Application Afe Dri | &00,000
To Equity Share Capital A/c (1.00,000%3) ; 300,000
. To 10% Preference Share Capital Alc (200,000%3) | | | 6,00,000
; (Being application monay translerred to equity share |
| capital) |
{ii) EEqurty Share Allotmernit Alc o Dr i 5,00_{}00‘
' 10% Preférence Share Allotment Afc Dr; | B,OG.DGD?
To Equity Share Capital Alc (1,00,000%3) ' | 3,00,000
To Securities Premium Afe (1,00,000x2) o | 2,00,000
To 10% Preference Share Alotment Afc (2,00,000%4) | | | 8,00,000
1 i

{Being amount due on allotment)

Date Particulars LF| Amt. (Dr)  Amt. (Cr)
i) |Equity Share Firstand Final Call A Dr| | 400000/
10% Preference Share First and Final Call Alc Dr | 6.00,000
To Equity Share Capital A/c (1.00,0004) | 1,4,00,000
To 10% Preference Share Capital A/c(2,00,000%3) | 6,00,000
{Being amount on first and final call due) | !
Dr Cash Book (Bank Column) Cr

Date] Particulars ;.JF Amt. (T) iDala; Particulars :JF Amt (T

ToEqully Share | 3,00,000| |
Application : ;
To10% Preference 6,00,000| .
Share Application | |
To Equity Share 5,00,000
| Allotment ! |
'To 108 Preference | 8,00,000
Share Aliotment | -
t i |
To Equity Share First | 4,00,000 | By Balance c/d i 32,00,000
" and Final Call 5
{ i | 1
| To 10% Preference 6,00,0001
Share First and 5 5
Final Call L
| a2,00,000]| | 3200000

Note Eniries related fo money received are direcily Iaken in cash book, The entries for
equity shares and preference shares can be made separately also.

7. Eastern Company Limited, having an authorised capital of Rs.10,00,000 in shares of Rs.10
each, issued 50,000 shares at a premium of Rs.3 per share payable as follows :

On Application
On Allotment (including premium)

®

3 per share
5 per share

On First Call (due three months after allotment) and 3 per share

the balance as and when required.

Applications were received for 60,000 shares and the directors allotted the shares as follows

(a) Applicants for 40,000 shares received shares, in full.
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(b) Applicants for 15,000 shares received an allotment of 8,000 shares.
(c) Applicants for 500 shares received 200 shares on allotment, excess money being

returned.

All amounts due on allotment were received. The first call was duly made and the money was

received with the exception of the call due on 100 shares.

Give journal and cash book entries to record these transactions of the company. Also

prepare the Balance Sheet of the company.
Answer
Journal Entries

Date | Particulars ~ |LF Amt. (Dr) | Amt. (Cr)

(il |Share Application Alc Dl | 180000
| To Share Capital Alc {50,000 3) | | | 1,50,000
To Share Allotment Afc (Warking Note) | i 30,000
| (Being share application money for 50,000 shares '
transferred to share capital accaunt and the excess | ‘
|money transterred to share allotment account) | I I
|

(i) |Share Allotment Alc (50,000%5) D |
To Share Capital Alc (50,000x2) i 1,00,000
To Share Premiurn Afc {50,000 3) 1,50,000
| {Being allotment money due on 50,000 share @ $5 !
(per share including ¥ 3 security premium )

(i) |Share First Call Al " 1,50.0&0‘
To Share Capital Al | 1,50,000

(i) Imrear”or.:“i:lgt Cail)'\.fc (1 00 » Si- Dr 300
| To Share First Call Al
|(Being call-in-arrears on 100 share @ ¥ 3 per share) |

300

Dr Cash Book (Bank Column) Cr

Date| Particulars | JF | Amt.(3) |Date Particulars | JF | Amt.([3)

{To Share ! ! ;

| Application | | 1,80000]
(60,000%3) i

To Share ‘

© Allotment | 2,20,000
{Werking Note) |

!Tc Share First Call

i (49,900 = 3)

By Balance c/d

| 549,700
i .

']
t

| [ 548700

Balance Sheet

Liabilities Amt (8 Assets | Amt. (%)

Share Capital f {Current Assets |
Authorised Capital { _ iCashatBank {549,700
Issug and Subscribed Capital { ; 5
Called-up and Paid-up

50,000 shares of T 10 each !

7 8 Called-up 4,00,000/
{-) Share First Call (Calls-in-Arrears) (300) | 3.99,700

Reserve and Surplus 5
Securities Premium

1.50,000

5.49.700

Note In categary G, 500 and 200 shares should be read as 5.000 and 2,000

Working Note
(i) Amount Transferred to Share Capital on Application
Category A 40,000 x 3=1,20,000
Category BBO00 =3 = 24,000
Category C 2,000 = 3 6,000
% 150,000

(i) Amount Transferred to Share Allotment on Application
Category B excess shares 7,000x3 = 21,000
Category C excess shares 3,000x3= 9,000
% 30,000
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(iii) Amount Received on Allotment

Due Advance
Category A 40,0005 =
7 2,00,000
Category B 80005 21,000
T 40,000
Category C 2,000x5 9,000
710,000

8. Sumit Machine Ltd issued 50,000 shares of Rs.100 each at discount of 5%. The shares
were payable Rs.25 on application, Rs. 40 on allotment and Rs.30 on first and final call. The

Received
2,00,000

18,000

__1.000
T 220000

issue were fully subscribed and money were duly

received except the final call on 400 shares. The discount was adjusted on allotment. Give

journal entries and prepare balance sheet.

Answer
Journal Entries

Date Particulars

LF | Amt. (Dr) | Amt. (Cr)

(i} |Bank At (50,000=25)

Ta Share Application Alc
(Being share application money racaived on
application for 50,000 shares @ ¥ 25 per share)

Or|

(iiy | Share Application A/c
Ta Share Capital A/c (50,000 25)

transferred 1o share capital account)

(i) |Share Allotment Alc (50,000%40)

Discount on |ssue of Shares (50,000x5)
To Share Capital A/c (50,000 :<45)

(@ T 40 each at discount of T 5)

{Being share application money of 50,000 shares

Dr|

Dr

orl

(Being share allotment maney due on 50,000 shares |

(iv) | Bank Afc (50,000 40)
To Share Allotment Afc

@ ¥ 40 per share)

Dr

(Being allotment money received for 50,000 shares

(v) |Share First and Final Call A/c
To Share Capital Afc (50,000 =30}

Dri

;(Eeing share first and final call due on 50,000 shares '

{@ % 30 per share)
{vi) |Bank Afc (50,00030)
| Callin-Arrears Ajc

To Share First and Final call Alc

s

D}
Dr!

(Being share first and final call received except 400

j_shares}

12,850,000

- 12,50,000

{ 12,50,000]

112,560,000
1

20,00,000°
250,000

i 22,50,000

20,00,000]

120,00,000

15,00,000

115,00,000

14,88,000
12,0001

115,00,000

Balance Sheet

Liabilities I Amt. @) |

Shares Capital
Authorised Capital
Issued Gapital

Current Assets

Assets

50,000 shares (@ 100 each :_5_0_,1_]__(_)_,[_}!_30_ {Cash at Bank
| 'Miscellaneous

Subscribed and Paid-up
50,000 shares of T 100 50,000,000

each {Shares

(-} Calls-in-Arrears

| Expenditure

| Discount on Issus of

| Amt (D)

| 47.38,000

2,50,000

9. Kumar Ltd purchases assets of Rs.6,30,000 from Bhanu Oil Ltd. Kumar Ltd. issued equity
share of Rs.100 each fully paid in consideration. What journal entries will be made, if the

share are issued, (a) at par, (b) at discount of 10 %

and (c) at premium of 20%
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Answer

{Being 5,250 shares are issued at 20% premium to:
| Bhanu Ltd in consideration of assets purchased)

Case (i)
Journal Entries
Date Particulars | LF | Amt. (Dr) Am: 1
i) Sundry Assets Alc Dri 6,30,000
| ToBhanu Oil Ltd Alc i 6,30,000
{Bemg assels purchased from Bhanu Ol Lid)
(i) |Bhanu Oil Ltd Alc Dr | | 630000]
| To Share Capital Ac (6.300x100) | | | 630000
| (Being 6,300 shares issued at par to Bhanu Ltd) 1' {
Working Mote Case (i) Number of Shares to be issued
___ Amount payable
Face value per share
= 830000 _ ¢ 300 shares
100
Case (i} = 830000 7,000 shares
90
Case (iii} 530000 5,250 shares
120
Case (i)
Journal Entries
Date Particulars . | LF | Amt. (Dr} | Amt. (Cr}
| Sundry Assels Afc Dr | 6,30,000]
To Bhanu Oif Ltd A/c 6,30,000
i Being assets purchased from Bhanu Oil Ltd) ?
' Bhanu Oil Lid Afc Dr | 630,000
| | Discount on Issue of Share Alc Dr {70,000
Tao Share Capital Alc : 7,00,000
(Being 7,000 shares are issued at 10% discount o
{Bhanu Ltd in consideration of assets purchased) ;
Case (jii)
Journal Entries
Date Particulars 'LF Amt. (Dr) Amt. (Cr)
Sundry Assets Alc Drl | 630000
To Bhanu Oil Litd Alc || | 630,000
(Being assets purchased from Bhanu O I.td:l ! :
. i i
‘Bhanu Oil Ltd A/ orl | 830,000
To Share Capital Alc I | 525000
To Securities Premium Ajc : 1,05.000
i

10. Bansal Heavy machine Ltd purchased machine worth Rs.3,20,000 from Handa Trader.
Payment was made as Rs.50,000 cash and remaining amount by issue of equity share of the

face value of Rs. 100 each fully paid at an issue

price of Rs.90 each. Give journal entries to record the above transaction.

Answer
Journal Entries

Date i Particulars CLE | Amt. (Dr] | Amt. (Cr)
i) Machlnew Ac Dr| | 3 20, EifCl(?ﬁ_'r
To Cash Alc i | 50,000
To Handa Traders A/c i | 2,70,000
‘{Being machine purchased from Handa Traders | '
i paa\d ! 50 D{)D in cash =rnrned|alely] ! |
() |Handa Traders ' Dr| | 270,000!
| Discount on Issue of Shares Afe (3,000 1 oy Dr B0.0DD!
T Share Capital A/c (3,000 100) i | 3,00,000

| (Being 3.000 share issued at T 90 faca value of
{7100 each to Handa Traders in consideration of;
jamount due to him for machinery purchased) I | |
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Woaorking Note

Number of equity shares to be issued

11. Naman Ltd issued 20,000 shares of Rs.100 each, payable Rs.25 on application, Rs.30 on
allotment, Rs.25 on first call and The balance on final call. All money duly received except

_ Amount payable _ 270,000
" Face value (per share} Te0

= 3,000 shares

Anubha, who holding 200 shares did not pay allotment

and calls money and Kumkum, who holding 100 shares did not pay both the calls. The
directors forfeited shares of Anubha and kumkum. Give journal entries.

Answer

Da,te Particulars

]

(ii)

Journal Entries

To Share Application Al

(Being shares applicalion money received for
20 ODEJ shdres @ ? 25 each;

Share Appllcatmn NL‘. B Dr
To Share Capital &/c

{Being share application money of 20,000 shares @
T 25 each transferred to share capital account)

LF Amt (D) |
Bank Al orl |

ﬁ.mt [Cr‘;

500000
500,000

5.00,000
5,00.000

Date | Paruculars
[Share Ail-ulmen[ At Dr f

iy |

liv)

vl

fui)

{vi)

To Share Capilal Alc

{Being share allotment money due on 20,000 shares

@ ¥30 per share}

|Bank A/G (19,800 %30) -
ECal|s-ll‘l-a\f».rrﬁ.’;)rs Aje (200 30) Dr:

To-Share Allotment Alc

{Being allotrment money received for 19,800 shares

‘(@ T 30 per share and 200 shares failed to pay the
rallotrnent]

‘ To Share Capital Alc

'{Eteing share first call money due on 20,000 shares
@25 pet share)

‘Share First Call Ade - -D!:

|Bank Al (19.700%25) Dri
| Calls-in-Arrears Alc (300 28) Dr!

Ta Share First Call A/c

{Being share first call money tor 18,700 shares @
_E‘ 25 each received except 300 shares}

‘Share Final Call Al D

To Share Capital Alc

E{E,e:ng share final call money due on 20.000 shares |

;@!mgershasej |
{Bank Alc (19,700:=20) Dri

(vii}

| Calls-in-Arrears A/c (300x20) Dr:

To Share Final Call A/c

'(Eeing share Cinal call money received for 19,700

(i)

ishares (@ T 20 per share except 300 ﬂ;haresj

. Share Capliak Pu’c Dr

To Share Forleiture Afc (Working Note)
To Calls-in-Arears Afc (Working Mote) |
{Being 300 shares forfeiled on account failed to pay

the money due)

LF Amt. [Dr] Ami. {Cr)

600,000

5,854,000
6,000,
6.00,000

500,000/
5,00,000

4,92 500!
7,500,
5,00,000

4,00,0001
4,00,000

3,94.000
6.0005
4,00,000

30,000
10,500
19,500

Working Note

Share forfeiture amount

Received application money on (200 +100}

shares @ 25 each =7,500
Received allotment money on 100 shares @ 30 each = 3,000

7 10500
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(ii) Calls-in-Arrears

On Allotment = 6,000
On First Call =7.500
On Final Call = 6,000

T 19500

12. Kishna Ltd issued 15,000 shares of Rs.100 each at a premium of Rs.10 per share,

payable as follows:

All the shares subscribed and the company received all the money due, With the exception of
the allotment and call money on 150 shares. These shares were forfeited and reissued to

®)
On Application 30

On Allotment
On First and Final Call 30

50 (including premium) '

Neha as fully paid share of Rs.12 each.
Give journal entries in the books of the company.
Answer
Journal Entries
Date’ Particulars LF | Amt (D) | Amt. (Co)
() |BankAl D | 450000
Tao Share Application Afc ! 4 50,000
{ (Being shares application money received for |
15,000 shares @ T 30 per shara) I | |
fii) | Share Application Alc O | 450000
To Share Capital Alc (15,0003 30) ' 4,50,000
(Being share application money of 15,000 shares |
transferrad to share capital account)
i) Share Allofment Ajc Dr | 7.50,000
- Ta Share Capital A/c {15,000 = 40) | . £,00.000
| Ta Securities Premium A/c (15,000 10) 1,50.000
E(Eleing share aliotment money on 15,000 shares @
%50 per share including T 10 securities premium due} |
{iv) %Bank Alc (14,850 50) Dr 742,500
| Calls-in-Arrears Afc (15050) Dr 7,500
To Share Allotment Alc ! 7.50.000
| (Being shares allotment received on 14,850 shares |
‘and 150 shares failed to pay the money due) I |
Date. Particulars LF | Amt (D) | Amt. (Cr)
(v) |Share First and Final Call Alc Dr| 4,50,000|
To Share Capital Al 4 50,000
{Being share first and final call for 15,000 shares
@ ¥ 30 per share due) | i
(wi) |Bank Alc {14,850 30] Dri 4.45 500
Calls-in-Arrears Afc (150=30) Dri | 4,500
To Share First and Final Call Ale | 4.50,000
|{Being share first and final call received for 14,850
shares @ ¥ 30 per share and 150 shares failed to
| pay amount due)
{viij Share Capital &/c (150x100) Dr 15,000
Share Premiurm A/t (150 10) Dr! 1,500
To Calls-in-Arrears Afc (150 80) 12,000
Ta Share Forfeiture Alc (150x30) 4,500
(Being 150 shares forleited for non-payrment of
share allotment and share first and final call) |
(wili) | Bank &/c Dr/ 18,0001
To Share Capital A/c {150x100) 15,000
| To Securities Premium Afc (150x 20] 3,000
|(Being 150 shares of ¥ 100 each reissued @
|T120to Neha)
{ix) |Share Forfeiture Ajc Dr 4500
To Capital Reserve &/c 4 500

| [Being balance of share forfeiture account

transfered to capital resenve account}
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13. Arushi Computers Ltd issued 10,000 equity shares of Rs.100 each at 10% discount. The

net amount payable as follows:

A shareholder holding 200 shares did not pay final call. His shares Were forfeited. Out of
these 150 shares were reissued to Ms.Sonia at Rs.75 per shares. Give journal entries in the

®
On Application 20
On Allotment 30 @ 40 —discountT 10 )
On First Call 30
On Final Call 10

books of the company.
Answer

Journal Entrlas

‘Date “Particulars

]

[y

(i)

(i)

vl

(wid

{wii)

v} |

'Bank Ac {10,000 20) Dr

Ta Share Application Afc
(Being shares application money received for
10,000 shares @ T 20 per share,u

Share Apphcatlcn Alc Dr

To Share Capital Ajc (10.000=20)
{Being share application money of 10,000 sharas
transferred 10 share capltai account)

‘Share Allctment A/c (10,000 x30) - Dr

Discount on Issue of Shares Al (10,000x10)
To Share Capital A/c (10,000 x40)
(Being allolment money due on 10,000 shares @
| % 30 per share excluding discount % 10)

To Share Allotment Alc
{Being shares aliotment maney received for 10,000
shates C T 30 per shareJ

Share First GallAlc ~Dr,
To Share Capital A/c (10,00030) [

(Being share first call money due on 10,000 shares |
(@ T 30 per share) i

"Bank Afc (10,000 30) ' Dr!

To Share First Call &fc
{Being final call monay received for 10,000 shares
{@ T 30 per share] i
Share Final Call Alc Dr|
To Share Capital Afc (10,000:10) i
(Being final call money due on 10,000 shares
@ T10 per share]

Banch {9 sﬂomm - Dr":
Cal-in-Arrears Al (200=10) [)rf
Ta Share Final Call Al |

(Being final call money received for 9,800 shares @
¥ 10 per chare and 200 shares failed to pay)

T LF Amt. (D1)
2,00,000

2,00,000

3,00,000
1,00,000

i

Bank Nﬁ A i Dr?

3.00,000|

#8,00,000

3.00,000
1,00,000

98,000
2,000

Amt. (C1)

2,00,000

200,000

400,000

3,00,000

3,00,0000

3,00.000

1.00,000

1,00.000

Date Pnrtlmlafs

)

(x)

{xi)

" Share Capital Al (200 100} Dr|
To Call-in-Arrears Afc (200:<10) |
To Discount on Issue of Shares Afe (20010}
To Share Forfeiture Afc (20080} (Working Note)
| (Being 200 shares forfeited for non-payment of final |
|caj| 10 per share) i
[Bank Alc (150%78) Dl
| Discount on Issue of Shares (150:=10) Dr!
|Share Forfeiture Afc {150 15) Dr!
To Share Capital A/c (150 % 100) Dr|

|{Being 150 forfeited sharas reissued at 7 100 per
|share for 2 75)

{Share Forleiture Alc Or|
| To Capital Reserve Ajc (Warking Note)

E{Baing balance of 150 reissus shares after
|adjustment transferred 10 capital reserve account)

‘ 20,000

9,750,

|LF | Amt. (O) - Amt. (Cr)

2.000
2,000
16,000

15,000

9,750
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Working Note

(i} Amount for share forfeiture.on 200 shares
Received on application 200 shares = 20 = 4,000
Received on allotment 200 shares x 30 = 5,000
Received on first call 200 shares x 30 =6,000
?16,000

(i) Calculation of Capital Reserve
Amount transferred to share forfeiture an
150 shares (150 « 80) =%12,000
(=) Amount used on reissue of 150 shares

capital reserve =% 9750

Note At the fime of forfeiture discount should be credited and when we reissue of
these shares, Discount should be debited (special case).

14.Raunak Cotton Ltd. issued a prospectus inviting applications for 6,000 equity shares of
Rs.100 each at a premium of Rs.20 per shares, payable as follows:

®
On Application 20
On Allotment 50 (including premium)
On First Call 30
On Final Call 20

Application were received for 10,000 shares and allotment was made Pro-rata to the
applicants of 8,000 shares, the remaining applications Being refused. Money received in
excess on the application was adjusted toward the amount

due on allotment.Rohit, to whom 300 shares were allotted failed to pay allotment and calls
money, his shares were forfeited. Itika, who applied for 600 shares, failed to pay the two calls
and her share were also forfeited. All these shares were sold to Kartika

as fully paid for Rs.80 per shares. Give journal entries in the books of the company
Answer
Journal Entries
Date - Particulars (LF Amt. (Dr) Amt. (Cr}
1) | Bank A/c (10,000 20) Or| | 200,000/
To Share Application Afc | 200,000
{Being shares application money received on S |
10,000 shares) i
i) Share Application A/c Dr, 2.00.000!
To Share Capital Afc (6,000 20) 1.20.000
To Share Allotrment Afc {2,000=20) : 40,000
To Bank Afe (2,000 20) : 40,000
:q'Being share application money adjusted) I
(i) |Share Allotment Al Dr 3,000,000
Tao Share Capital Al'c (6,000 30) : | i 1,680,000
Ta Share Premium A/ (8,000=20) i | 1,20,000
| |Being share alloiment money due) |

{iv) | Calls-in-Arrears Alc (Working Noie) Dr 13,000
|Bank Ajc Dr: | 247,000t
| To Share Allotment Afc ; | 260,000
{Being share allotrmant money received except :
1300 shares) |
{v) |Share First Call Alc Drl | 180,000
To Share Capital Alc (6.000x30) 1,80,000
(Being share first call money due )
{vi) :Bank Ajc D 1,57,500!
‘Call-in-Arrears Aje (750%30) Dr 22,500
To Share First Call Ajc | 1,80,000
1{Bring share first call money received except 750
1{300+ 450 shares)




Datei Particulars
(vii) |Share Final Call AVc [ S
| To Share Capital Alc (6,000 20) {

?EE-arng share final call monay is due )

(i) Callin-Amear AG (780%20) o
' Bank A/c {5,250 20) o |1

To Share Final Call &/c
(Being share final call money received except 750

' shares)

i) Share Capital Al (750 = 100  Dr
' Share Premium Alc (300 = 20) DOr|
| ToCalls-in-Arrears Alc (Worting note) !
| To Share Forleiture A/c
i [Being 750 shares were forfeited)

(x) |Bank Alc (750x80) o
|Share Forfeiture Alc {750 20) Dr|
| To Share Capita! A/c i
E{Bclng forteited shares reissued @ B0 per share ) |

{xi) |Share Forfeiture Ajc Dr

| To Capital Reserve Alc (working Note)
|(Being share forfeiture account transterred capital
reserve)

Working Note
Calculation of shares applied by Rohit
_ _Total number of shares applied

. LF Amt. (Dr) | Amt. (Cr)

20,000|
i 1,20,000

|

15.000|

05,000}
| 1,20,000

75,000

6,000
50,500
30,500

60,000

15,000
| 75,000

15.5m§
| 15500

= — —————— —— — x Shares allotted to applicant

Total number of shares alloted
8,000
£.000

Calculation of shares alloted to Itika
_ Total number of shares alloted
~ Total number of shares applied
6,000

=——-x 600 = 450 shares alloted
8,000 4

Treatment of Amount Received from Rohit and his Arrears
Amount recenved on application (400 = 200

(=} Adjusted ta share capital (300 x 20)
Advance for allotment

# 300 = 400 shares applied

x Shares appli

Arnount due on Allotment {300 = 50)
{=) Adwvance received Arrear on Allctment

Amount due on First Call (300 x 30
full amounts becomes Arrear on First Call

Amount due an Final Call (300 = 20) full amaunt becomes Arrear
on Final Call
Treatment of Amount as Arrear from Hika

Amaount due on First Call {450 = 30)
full amount becomes Arrear on First Call

Amount due on Final Call (450 x 20}
full amount becomes Arrear on Final Call

Arrears Allotment  First Call Final Call

Rohit 13,000 9,000 6,000

ftika - 13,500 9,000

Total 13,000 (+) 22,500 (+) 15,000
Capital Reserve

Amount transfarred to forfeiture for 760 Shares
{~) Amount adjusted on reissue of 750 Shares
Amaunt transferred to Capital Reserve

Amount Transferred to Forfeiture Account

Rohit _
Itika (12,000 + 10,500

Note Amount received as premium is not taken.

ed by applicant

Amt. T)
B,000

AL s A

9,000
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15. Himalaya Company Limited issued for public subscription of 1,20,000 equity shares of pomo—"
Rs.10 each at a premium of Rs.2 per share payable as under :

®)
With Application 3 per share
On Allotment (including premium) 5 per share
On First Call 2 per share
On Second and Final Call 2 per share

Applications were received for 1,60,000 shares. Allotment was made on pro-rata basis.
Excess money on application was adjusted against the amount due on allotment.

Rohan, whom 4,800 shares were allotted, failed to pay for the two calls. These shares were
subsequently forfeited after the second call was made. All the shares forfeited were reissued
to Teena as fully paid at Rs 7 per share.

Record journal entries in the books of the company to record these transactions relating to
share capital. Also show the company’s balance sheet.

Answer
Journal Entries

DiL Particulars

(i) |Bank Alc (160,00% 3) Dr | | 480000
T Share Application Alc i i

(Being share application money received for ‘
|

|

P [ Ame Oy amt (G

4.80.000

160000 shares @ R 3pershare) =~
(i) | Share Applicabon Adc Dr | 4,80,000
To Equity Share Capital Afc (120,000 x 3) P 3,860,000
To Share Allatment A/c (40,000 x 3) | | i 1,20.000
(Being share application for 120,000 shares @ T 31 i i
per share ransferred to share capital account and |
remaining amount adjusted to allotment)

(i) [Share Allctment Alc o 6,00,000
To Equity Share Capital Alc (120,000 x 3) | 3,60,000
To Securities Premium AG (120,000 x 2) i 240,000

(Being share allotment due on 1,20,000 shares @

2 5 per share including ¥ 2 securities premium )

t
{iv} '{Bank Alc (Working Nate i) or | i 4,80,000

To Share Allotment Adc

(Being share allotment for 1,20,000 shares @ T 5/
per share received)

4,80,000

{v) |Share First Cail A'c Dr i 240,000
To Equity Share Capital Afc (120,000 x 2) [ 240,000

| (Being share first call due on 1,20,000 share @ € 2|
| per share) i I




Particulars

[vi)

[wil)

iy

(i)

(]

i

i

=

Bank Ajc (115200 x 2) Dr
To Share First Call Ale

[Being share first call received on 1,15,200 shares

@ ¥ 2 per share and 4,800 shares failed o pay)

Share Final Call A'c Dr
To Equity Share Capital A/c (120,000 = 2)

(Being share final call dus on 120,000 shares @ 72
per share)

Bank Ade (115200 2) Dr
To Share Final Call A/c

(Being share final call received on 115200

shares (@ ¥ 2 per share and 4,800 shares

faited to pay)

Equity Share Capital Alc (480010, Dr
Tao Share First Call Alc (4,800 % 2)
To Share Final Call Ajc (48000% 2)
To Share Forfeiture Afc (4800 x &)
(Working Note i}

{Being 4,800 shares forfeited for the non-payment
of first call and final call)

Bank Alc (4800=7) Dr

Share Forfelture Afc (4800 = 3) Or
To Equity Shara Capital A/c

(Being 4,800 share reissued @ ¥ 7 per share, fully

paid-up)

Share Forfeiture Alc Dr
To Capital Reserve Afc (Working Note i)
(Being share forfeiture balance of 4,800 shares

transferred 1o capital raserve account)

2,30,4001

H

£,40,000/
{
240,400/

|
48 DDOJi
|
1

33600}
14.400

14,400

| LF | Amt. (D | Ami (Cr)

2 30 AD0

240,000

2,350,400

9,600
9,600
28,800

48,000

14,400

Working Note (i) On Allotment Money Due

16. Prince Limited issued a prospectus inviting applications for 2,00,000 equity shares of
Rs.10 each at a premium of Rs.3 per share payable as follows :

Applications were received for 30,000 shares and allotment was made on prorata basis.
Money overpaid on applications was adjusted to the amount due on allotment.

Mr. ‘Mohit’ whom 400 shares were allotted, failed to pay the allotment money and the first
call, and her shares were forfeited after the first call. Mr. ‘Joly’, whom 600 shares were
allotted, failed to pay for the two calls and hence, his

shares were forfeited.Of the shares forfeited, 800 shares were reissued to Supriya as fully
paid for Rs.9 per share, the whole of Mr. Mohit's shares being included. Record journal
entries in the books of the Company and prepare the Balance

4]

120,000 x5 = 600,000
(-} Money advanced on application ={1,20,000)

Money received on allotment = 4,80,000

(it} Amount of Share Forfeiture includes T 3 of Applicaiton and

T3of

Allotment on 4800 shares ie, 4800x6=7 28800
Amount of pramium received is never taken to forfeiture

account,

(i) Capital Reserve

Amount transferred to share forfeiture
(=) Amount adjusted on reissue of share forfeited

transferred to capital reserve

With Application

On Allotment (including premium)

On First Call
On Second Call

Sheet.

®)

P

LS I WSS 1
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Answer

Journal Entries
Date . Particulars LF | AmL (D | Amt (Cn
(ih | Bank Ac (300,000 x2) Dr £.00,000 )

To Share Application Alc 6.00,000

{Being share application money received for

3.00,000 shares @ ¥ 2 per share) |

i) |Share Application Afc Dr [ 600, DDD;
| Ta Share Capital Alc {2,00,000 %2} | 400,000
To Share Allotment A/c (100,000 = 2) | 200,000

(Being application maney of 2,00,000 shares @ ! |
T 2 per share transferred to share capital and | i
the balance adjusted an allotment)

Date | Particulars LF | Amt (Dr) = Amt. (Cr)
{iliy ' Share Allotment Alc Dr 10,00,000
To Share Capital A/c (2.00,000x2) | 4,00,000
To Securities Premium Afc (2 00,000 = 3) 600,000

i[Being aliotment maney due on 200,000
lshares @ ¥ 5 per share including T 3| |
|securilies premium | | |

- S |

iBank Afc (Warking Note 1) _ Or | ?.98.4005

| To Share Allolment Alc | 7.98.400

-f(B‘-t‘nng allotment money received on

12,899,600 shares and 400 shares failed to

pay)

?Share First Call Afc Dr | 600000
To Share Capital Afc 2,00,000 % 3) 6,00,000

{{Baing share first call due on 2.00,000
{share @ T 3 per share)

{iv

—

v

(i) |BankAC(199000x3 ol 597000
Ta Share First Call Alc | i 587 000
|(Being first call money receved except
11,000 {400 + 800) shares of Mohit and Joly

| respectively)

i
:
|

PP |

i
1

(vii) |Share Capital Alc. (7 x 400) Dr 2,800,
Share Premium A'c (3 x 400) Dr 1.200

To Share Allotment Ajc 1,600

| ToShare First Call Alc 1,200

| Ta Share Forfeiture A/c (Working Note ii] 1,200

| {Being 400 shares forfeitad after first call)

|Share Final Call Alc Or 5,98,800
| To Share Capital Avc (199,600 x 3) 598,800
{{Being final call money due on 199600
|shares @ ¥ 3 per share)
{ix) |Bank &/c (199000 3) Or 597,000
To Share Second and Final Cail A'c | f 5,97.000
(Being second and final cal money
received except 600 shares) i i
{x} |Share Capital A/c (600 = 10) Dri 6,000
To Share First Call Alc (600 % 3) |i 1,800
|

To Share Second and Final Call Alc 1,800
(600 = 3)

| Ta Share Forfeiture A/ (B00 x 4) i 2400
| (Being 600 share forfeited)

(vii

o)

Date | Particulars LF | Amt. (Or) | Amt (Cr)
{xi) Bank Afc (800x 9) Dr 7.200
Share Forfeiture A/c (800 x 1) Dr 800
To Share Capital A'c 8,000
{Being share reissued))
(xil) |Share Forfeiture Afc Dr 2,000
To Capital Reserve Afc (Working Note iil) 2,000

(Being batance of share forfeiture account
transfered to capital reserve account)




Working Note
(i) Mohits Arrear on Allotment

; . 300000

Shares applied by Mohit= 500,000 %400 = 600 shares

Amount received on application 600 2 =31,200

(~) Amount transferred to capital on application 400x 2 = ( 800)

Advance of allotment received on applicaiton =7 400

Mohit's money due on allotment 400 x 5 = 2,000

{-) Amount advance on application for aliotment = 400

Mohit's arrear on allotrment = 1600

Total amount due on allotment =10,00,000

(-) Received on application as advance = (2,00,000)
8,00,000

(-} Mohit' arrear (1,600)

Money received on allotment 798400

Working Note
(i) Mohits Arrear on Allotment

; ., 300,000 3
Shares applied by Mohit= m » 400 = 600 shares
Amount received on application 600 x 2 =%1,200
(~) Amount transferred to capital on application400x 2 = ( 800)
Advance of allotment received on applicaiton =7 400
Mohit's money due on allotment 400 x 5 = 2,000
(—) Amount advance on application for allotment = 400 ~
Mohit's arrear on allotment = 1600
Tota! amount due on allotment =10,00,000
{-) Received on application as advance = (2,00,000)
8,00,000
{~) Mohit’ arrear (1.600)
Money received on allotment ¥ 7.98400

(i) Amount Transferred to Share Forfeiture Account on Forfeiture of

Mohit's Shares

Maoney received on 600 shares @ 2/- on application 71,200
(iii} - Calculation of Capital Reserve
s Money transferred to share forfeiture on 400 shares of 71,200
Mohit forfeited
{(-) Money used on reissue (400 =1 )of all 400 400
share of Mohit
Mohit's amount transferred to capital reserve 800
e Money transferred to share forfeiture on balance mE————
400 shares from Joly (400 % 4) 1,600
{-) Money used on reissue (400 x1) of balance
400 shares from Jaly (400)
Joly's Amount transferred to capital reserve 1,200

e Total Capital Reserve = 800+1200 =% 2,000

17. Lifemachinetools Limited, issued 50,000 equity shares of Rs.10 each atRs.12 per share,
payableatto Rs.5on application (including premium), Rs.4 on allotment and the balance on

thefirstandfinal call.

Applications for 70,000 shares had beenreceived. Of the cashreceived, Rs.40,000 was
returned and Rs.60,000 was applied to the amount due on allotment, the balance of which

was paid. All shareholders paid the call due,

withthe exception of one share holder of 500 shares. These shares were forfeited and
reissuedasfullypaidatRs.8 pershare. Journalisethetransactions.

myncertsolutions.com
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Date | _ Particulars | LF | Amt. (Dr) | Amt. (Cr)
{iy Bank Ale {?0.0DD ® 5) Dr 3.50,000

| To Share Application A/c 1 3.50,000

!

\'(Bemg application money received an application i
for 70,000 shares @ ¥ 5 per share including | !

|premium $2) J
(i} |Share Appiication Alc Dr 3,50,000
To Share Capital Alc (50,000 x 3) 1.50,000
To Securities Premium A/c (50,000 2) _ i 1.00,000
To Share Allotment Alc 60,000
| ToBank Al | 40,000

(Being share application money for 50,000 shares
transferred to share capital account and securities
premium, ¥ 60000 adjusted to allotment and
240,000 returned)

(i) |Share Allotment Alc . Dr 2,00,000

To Share Capital A/c (50,000 x 4} 2,00,000

{Being share allotment money due on 50,000
{shares @ 4 per share) |

P : i

{iv] | Bank Ajc (2,00,000 - 80,000} Dr 1,40,000
To Share Allotment A/c 1,40,000
|Being share allotrment money received on shares
allotment) i -
(v} ;Share First and Final CaFI Nc . 6r: - 1.58.000’
| To Share Capital Alc (50,000 3) i 1,50,000
| (Being share first and final call money due on
iED,DOO share @ 7 3 per share)
Date Particulars LF | Amt :D!}_J__ Amt. (Cr)
(vi) |Bank Afc (48,500 x 3) Dr| 1,48,500
To Share First and Final Call Al | 1,48,500

(Being share first and final call money received
{from 49500 shares @ T 3 per share and 500
ishares failed to pay)

{vil) |Share Capitall A/c (500 % 10) Dr 5,000¢
To Share First and Final Call Afc (500 = 3) 1,500
To Share Forfeiture Afe (500 7) ! 3,500

{Baing 500 shares @ T per share fully paid up
fodéﬂed for the non-payment of share first and
{final Call T 3 per share)

(viil) |BankAJc (500 = 8) Dr | 4,000
Share Forfeiture Alc (500 x2) Dr} 1,000
To Share Capital Alc i 5,000
(Being 500 shares reissued @ ¥ B per share fully
;paid up) ~
(i¥) | Share Forfeiture A/c{3500 - 1000) Dr 2,500
To Capital Reserve Alc 2,500

{Being balance of 500 shares in forfeiture account
after adjustment, transferred to capital reserve|
| account) | |

18.The Orient Company Limited offered for public subscription 20,000 equity shares ofRs.10
eachatapremium of 10% payable at Rs.2 on application; Rs.4 on allotmentincluding
premium;Rs.3 onFirstCalland Rs.2 on Second and Final

call. Applications for 26,000 shares werereceived. Applications for 4,000 shares were
rejected. Pro-rata allotmentwas made to theremaining applicants. Both the calls were made
and allthe money werereceived except thefinal callon

500 shares which were forfeited. 300 of the forfeited shares were later onissued as fully
paidatRs.9pershare.Givejournalentriesand preparethebalance sheet

myncertsolutions.com



Answer

Journal Entries
Date Parhculars ] I ' | Amt. (Dr} " Amt, {C_r_)
() |BankAlc 26000%2) Dr 52,000
Ta Share Application Afc 52,000
{Being share application money recewved for
26,000 shares @ T 2 per shara) |
(i) Share Application Alc D-r| ! 52,000
To Share Capital A/c (20000 2) l { 40,000
To Share Allotment Alc (2,000 % 2) | 'r 4,000
To Bank A/c {4,000 x 2) [ : 8,000
(Being application money @ ¥ 2 per share of .;
20,000 shares transterred to share capital account i
and maney of 4,000 shares returned, remaining to I
share ajlotment} I
SR RN O - B S S Sy e |
(i} Share Alb‘[menl Nc: Dr 80,000
To Share Capital A/c (20,000 3) ‘ 60,000
| To Share Premiurn Afc (20,000 x 1) i | 20,000
‘(Being share allotment money due on 20, 000 | H !
shares @ ¥ 4 per share including ¥ 1 securities| ! |
| premiurm) ; i
I R ! | !
I PP - : |
(iv) |Bank A/c (BO.000 - 4,000) Dr| | 76,000
| To Share Allotment Al | E 76,000
!{Eeing share aliotment money received for all the i
|shares after adjustment of money transierred from |
share -application) '
{v) ?Share First Call Ae o _Dr;_; 60,000
| To Share Capital Afc 20,000 % 3) ' : 60,000
! {Being share first call monay due on 20,000 share
i@ ¥ 2 per share} |
(vi) |Bank Alc 20,000 3 R orl | 60,000
To Share First Call Af'c | ' 60,000
{(Being share first call received for 20,000 shargs! . | |
@ T 2 per share) ; i
(vii)_ {Share Second and Final CallAlc or ’ 40,000,
To Share Capital Afc (20,000 = 2) | 40,000
|Being share second and final call maney due 0n| | |
20000 shares @ 7 2 per share) i
Date Particulars | LF  Amts (Dr) | Amt. (Cr)
(i) Ba.nchhQSODxEJ Dl% SQ.DD{le
To Share Second and Final Call A/c | 39,000
{Being share second and final call money received | '
for 19,500 shares @ ¥ per share and 500 shares
1£“|et‘-‘ 10 pay) i
(ix) Share Capital Ajc (500 % 10) Dr 5,000/
To Share Second and Final Call Afc (500 x 2) | 1,000
To Share Forfeiture Afc (500 x 8) : 4,000
{{Being 500 shares of ¥ 10 per share tully called-up !
fodelled for non-payment of second and final call|
{Fis 2 per share) : ?
() |BankA/c(300x 9) Ori I 2700f
Share Forfeiture Afc {300 = 1) Dr ' 3001
To Share Capital A/c (300 x 10} b i 3,000
{Being 300 shares @ ¥ 10 each reissued for 29 per| | |
share fully paid-up) [ |
{xi) |Share Forfeiture Afc (Working Note) Dr 3 2.100!
To Capital Reserve Ao . I 2,100
{Being balance of 300 shares in share forfeiture | | |
laccount transferred to capital reserve account, | i
|after adjustment)
Working Note
Calculation of Capital Reserve
Money transferred to share forfeiture against forfeiture 2,400
of 300 shares {300 x &)
() Money adjusted on reissue of 300 shares
from forfeiture account (300 x1) 300
Amount transferred to Capital Reserve T 2100
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19.Alfa Limited invited applications for 4,00,000 of its equity shares of Rs.10 each on the
following terms :

®
Payable on Application 5 per share
Payable on Allotment 3 per share

Payable on First and Final Call 2 per share

Applications for 5,00,000 shares were received. It was decided :

(a) to refuse allotment to the applicants for 20,000 shares;

(b) to allot in full to applicants for 80,000 shares;

(c) to allot the balance of the available shares’ pro-rata among the other applicants; and
(d) to utilise excess application money in part as payment of allotment money.

One applicant, whom shares had been allotted on pro-rata basis, did not pay the amount due

on allotment and on the call, and his 400 shares were forfeited.
The shares were reissued @ Rs.9 per share. Show the journal and prepare Cash book to

record the above .
Journal Entries

Date ~ Particulars LF| Amt. D) | Amt. (C1)
() |Share Application A/c (5,00.000 x 5) or| | 2500000,
To Share Capital Ac (400,000 x 5) | | 20,00,000
To Share Allotment Afc ( : 5,00,000
[Being share application money adjusted) | | I
{ii} "|Share Allotment Ale ) o Dri 12.00.0&0!
To Share Capital Alc ; | 12,00,000
|(Being share allotment money due) . - |
fii) |Share First and Final Gall Avc o | 800000
To Share Capital Al : 8.00,000
|(Being share first and final call due) ﬁ !
(iv).|Share Capital Alc 0o ) Laloeot
To Share Allatment Alc | 700
To Share First and Final Call Ale | ‘ 800
- ToShare Forfeiture A/g i 2,500
{Cenano0sharesforfeitelll =~ f
) [Shara Forlaiture Alc ' DT_ i 400,
To Share Capital A/c P | 400
|(Being share reissued and loss on issue charged, | !
{from share forfeiture accourt] ] i |
{vi) |Share Forfeiture Alc (2,500 - 400) Dr 2100
To Capital Reserve A/ [ 2100

{(Being share forfeiture account transferred to) | ‘
{capital reserve account) '
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Answer

Journal Entries
Date _ Particulars LF Amt. {Dr) | Amt. (Cr)
() |Share Application A/c (500,000 x 5) or| | 2500000
| To Share Capital A/c (400,000 x 5) | 20,00,000
To Share Allotment Afc | ' 500,000
"[_Being share application money adjusted)
(i) " {Share Alotment Alc T or | 1200000
To Share Capital Al | 12,00,000
| Being share allotment money due) . P
(iil) ‘Share First and Fmal Call Alc - Dr 8,00,000
To Share Capital Alc | 8.00,000
tﬂelng share first and rnal call dug) ! ; |
(iv) |ShareCapital®e Diri 4,UEHJi
To Share Allotment Al i 700
To Share First and Final Call Adc 800
| To Share Forfeiture A/c | 2,500
(Bemg 400 sharasforfened} |
(v) |Share Forieiture Ale T or i . 400 |
To Share Capital Alc | | 400
{Being share reissued and loss on issue charged
from share forfeiture au:ount] |
(vi) |Share Forfeiture Alc (2,500 - 400) o | | 2100
¢+ ToCapital Reserve Ajc l: | 2,100
|(Being share forfeiture account transferred |o
| capital reserve account)
Dr Cash Book (Bank Column) Cr
Date |Paticulars  JF | Amt(7) Date |Particulars JF | Amt (.
ETO"SHEI:; [ ! {By Shares |
Application | | 25,00,000| | Allotment | 1,00,000
(500000 5) | | | L]
To Share Allotment | | \ByBalance | |
(Working note i) | 7,989,300 | Bid | : 40.,02,100
i To Share First and | I i i
Final Call 7,99.200} -
(Working notei) | 1
To Share Capital | |
{400 % 9) i —
| 41,02,100
Working Note ' "
(i} Calculation of Amount Received on Allotment
Money received on application( 500,000 % 5) = 25,00,000
() Maney transferred to capital (4.00,000 = 5) =£2_DE_DE@
5,00,000
(—) Money refunded for shares rejected (20,000 5) (1.00,000)
Amount to be taken as allatment advance _-‘-I"LL

(i)

Amount of Arrear on Allotment for 400 Sharas Unpald

i 4,00,000

Shares applied = 320000 » 400 = 500 shares

Money received on application from applicant(500x 5) = 2,500
{—)Money transferred to share capital {400 x 5) =(2,000)
Taken as allotment advance (500)
Amount due on allotment for 400 shares (400 x 3) = 1,200
{-) Money received on application as advance = (500}
Arrear on 400 shares on allotment 700

—

(i} Calculation for Money Received on Allotment

Money due on allotment(4,00,000 x 3) =12,00.000
(-} Received as advance on application ={4,00,000)
Money to be received on allotment 8,00,000
(=) Arrear of 400 shares to be forfeited ' (700}

MNet amournt received on allotment 799,300
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{iv) Calculation of Money Received on First Call

Money due(4,00,000  2) = 8,00,000

() Amount of arrear (400 = 2)
MNet amount received on final call

20. Ashoka Limited Company which had issued equity shares of Rs.20 each at a discount of
Rs. 4 per share, forfeited 1,000 shares for non-payment of final call of Rs.4 per share. 400 of

the forfeited shares are reissued at Rs.14 per share

out of the remaining shares of 200 shares reissued at Rs.20 per share. Give journal entries
for the forfeiture and reissue of shares and show the amount transferred to capital reserve

and the balance in Share Forfeiture Account.
Answer
Journal Entries

= (800}
7,989,200

Particulars LF Arnt tDr}
|Share Capital Al or | 20000
| To Final Call A/c (1,000x4) - ,
i To Share Discount A (1,000 x4) | .
To Share Forfeiture A/c (1,000x 12} - |

{Belng 1000 shares ‘of 20 per share forfeited !or ' |
'nonpayment of share mal L"i." money @ T4 per share‘] |

EﬂOi

{i) | Bank Afc (400x 14} Dr 5,600]
| Discount on Issua of Shares Afc (400x4) Dr I 1,600i
|

Share Forfetturs Afc (400=2) Or|
To Share Capital Afc |

(Being 400 shares @ ¥ 20 par share relssued for 14|
i per share fully paid- up] |

fii) |Bank A/c (200 20) T e ap00
To Share Capital Alc 1

{ (Being 200 shares @ ¥ 20 per share reissued for ¥ EU | !
pér share fully paid-up) | |

e c——— i o |

{iv) Share FO-HBIIUI‘B N-;:“[Worl-cmg Nme} Dr! | 5,40055
| To Capital Reserve ' |
{Belng balance of 600 shares in share !or!el'rure' |

iaccount transfermed to capital reserve account, after
retssue}

Working Note
Calculation of Capital Reserve

Amt. (Cr)

4,000
4 000
12,000

B,000

4,000

6,400

e, e ——— e

For 400 Shares For 200 Shares

Money transferred to share capital @ 4800

T 12 per share
(=} Money adjusted on reissue

(@ 2 per share (800)
Transfarred to capital reserve 4000

Total transfer to capital reserve = 4,000+ 2400=7% 6,400

Note /n reissus, the amount of discount is adjusted if rate of reissue is less than face
value of share. If reissue is at face value or premium then discount of main issue

will not be eonsidered on reissué,

21. Amit holds 100 shares of Rs.10 each on which he has paid Re.1 per share as application
money. Bimal holds 200 shares of Rs.10 each on which he has paid Re.1 and Rs.2 per share

as application and allotment money, respectively.

Chetan holds 300 shares of Rs.10 each and has paid Re.T on application, Rs.2 on allotment
and Rs.3 for the first call. They all fail to pay their arrears and the second call of Rs.2 per share

and the directors, therefore, forfeited their shares.

The shares are reissued subsequently for Rs.11 per share as fully paid. Journalise the

transactions.

2400

2400
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Answer

Journa Enties
Date| Particulars T TR Amt O | Amt ()
{il |Share Capital A/ (600 » 8) Dr | 4800
To Share Aliotment A/t (100x=2) ( 200
| To Share First Call Adc (300=3) 1 500
! Ta Share Second Call Afe (B00x2) ; 1.200
| To Share Forteiture A/c (600+ 1,000+ 500} L | 2500

| (Being B00 shares @ ¥ 10 per share T 8 called-up |
| forfeiled after making second call) !

) [BankAlc o 6600

To Share Capital Alc : 6,000

To Securilies Premium A/ | 60O

| IBeing 600 shares @ ¥ 10 each T 11 per share fuliyé
| paid-up reissued) |
| . Sttt il 2 = |

{iiiy |S.hare.l-:ur1é|ture Ac Dr | 2,500
| ToCapital Reserve Afc | : 2,500

| (Being balance of share forfeiture account translerred
fo capilal reserve account after reissug) |

Working Note
Total Money Called-up

Application
Allotrment
First Call
Second Call

WA Ly P = g
=

Amount Transferred to Share Forfeiture

Application maney received from Amit (100 share x 1) 100
Application and allotment money received from

Bimal (200 sharex3) 600
Application, allotment and first call received form Chetan

(300 Share x 6) ' 1800
Amount transferred to share forfeiture 2500

Calculation of Capital Reserve
As shares are relssued at price higher than face value hence full
amount of share forfeiture will be transferred to capital reserve.

22. Ajanta Company Limited having a normal capital of Rs.3,00,000, divided into shares of
Rs.10each offered for public subscription of 20,000 shares payable at Rs.2 on application;
Rs.3onallotmentandthebalanceintwo calls of Rs.2.50

each. Applications werereceived by the company for 24,000 shares. Applications for 20,000
shareswere acceptedinfulland the shares allotted. Applications for the remaining shares
wererejected and the application moneywas refunded.

Allmoneys due were received with the exception of the final call on 600 shares which were
forfeited afterlegal formalities were fulfilled. 400 shares of the forfeited shares were
reissued at Rs.9 per share.Record necessary journal entries and prepare the balance Sheet
showingthe

amounttransferredto capitalreserveandthebalancein Shareforfeitureaccount.



Answer
Journal Entries

Date | Particulars

[LF | Amt. (D) | Amt. (Cr)

{i |Bank Ajc Dr
To Share Application Afc i
((Being share application money received for
124,000 shares & T 2 per share) -
{ii) Share Application A/ o
. To Share Capital A/c (20.000<2) i
i ToBank Afc (4.000x2) b
|{Being share application @ ¥ 2 per share for | |
120,000 shares transferred to share capilal and [
remaining for 4000 shares rejected) |
{iily | Share Allctment A/c Orf |
| Ta Share Capital A/o o
E[Being share allotment money due @ T 3 per [
iL share on 20,000 shares) -

s ik e it ] |
{iv) |Bank Afc D
| To share allotment Alc -

(Being share aliotment money received for |
120,000 shares @ ¥ 3 per share) !

(v) | Share First Call Afc
To Share Capital Afc
{Being share first call money due on 20,000
shares @ ¥ 2.5 per share)
(vi) |Bank Alc or
| To Share First Call Afc

| {Being share first call money received for 20,000
|shares @ ¥ 2.5 per share)

{wii) :Share Fimal Call Alc Drf
! To Share Capital Alc i
|{Being share final call money due on 20.000
|shares @ T 2.5 per share)
{viil) |Bank Alc {19,400 2.50) Dri
E Calls-in-Arrears Ajc (600 2.50) i
| ToShare Final Call Alc i

{ {Being share final call money received for 19,400 | {
shares @ ¥ 2.5 per share except 600 sharas) | -

48,000

48,000,
{

60,000,

50,000
50,000

50,000

48,000

40,000
B,000

60,000

60,000

50,000

50,000

50,000

Date Particulars LF

Amt. (Dr)

Amt. (Cr)

(i} |Share Capital Alc Dr
To Calls-in-Arrears Alc
To Share Farfeiture Alc
{Being 600 shares forfeited @ ¥ 10 each for the
non-paymeant of Share Final Call @ ¥ 2.5 per share)
(x) |BankAfc Dr
Share Forfeiture Alc Dr
Ta Share Capital A/c
(Being 400 shares @ ¥ 10 each for T 9 per share
reissued)
(xi) |Share Forfeiture Ajc - Dr
To Capital Reserve Alc (Working Note)

[Being after reissue balance of 400 shares in forfeiture
account transferred to capital reserve account)

6,000

3,600
400

2,600

1.500
4.500

4,000

2,600

Balance Sheet

Liabilities Amt. (T) Assets

Amt. (T

Shares Capital Current Assets
Authorised Capital Cash at Bank

30,000 shares of ¥10each 3,00,000
Issued and Subcribed Capital
20,000 shares of T 10 each 2,00,000
Called-Up and Paid-Up

19,800 Shares of ¥ 10 each 1,898,000

{+) Share Forfeiture 1,500 1,899,500

Reserve and Surplus .

Capital Reserve 2,600
2021100

2,02,100
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Working Note

- [ Remove Wetemari Now
cajculaﬂgn of (;apita] Flesen.-e Remove Watermark Now
Amount transferred 1o share forfeiture account on forfeiture of 400 shares 3,000
(400 7.50)
(=) Amount adjusted on reissue of 400 shares (400 1) (4,00)

Amaunt transferred to capital reserve 2,600

23. Journalise the following transaction in the books Bhushan Oil Ltd:

(a) 200 shares of Rs.100 each issued at a discount of Rs.10 were forfeited for the non
payment of allotment money of Rs.50 per share. The first and final call of Rs.20 per share on
these share were not made. The forfeited share were reissued at Rs.70 per share as fully
paid-up.

(b) 150 shares of Rs.10 each issued at a premium of Rs.4 per share payable with allotment
were forfeited for non-payment of allotment money of Rs.8 per share including premium. The
first and final call of Rs.4 per share were not made. The forfeited share were reissued at
Rs.15 per

share fully paid-up.

(c) 400 share of Rs.50 each issued at par were forfeited for non-payment of final call of
Rs.10 per share. These share were reissued at Rs.45 per share fully paid-up.

Answer Case (3)
Journal Entries

Date Particulars | LF | amt. (D) | Amt. (Cr)
. T ———————— R S FRRER T FERSUPUS O AP T SRS e
(i} | Share Capital &/c Dr | 16,000 |
To Share Allotment A/c (200 = 50) ' ' 10,000
Ta Share Forfeiture Afc {200x20) ] 4,000
Ta Discount on Issue of Shares (20 = 10) F 2,000

[Being 200 shares forfeited (@ ¥ 100 eachissued at
a discount of 2 10 for the nanpayment of allotrment

money T 50 per share ) §
(iiyiBank Alc (200 70) Or 14.000§
Discount on 1ssue of Shares A/C (200 10) Dr 2,000
{Share Farfeiture Al Dr 4,000]

i To Share Capital Alc
E(Being 600 shares reissued @ ¥ 70 per share fully
i paid-up)
Note Thare will be no capital reserve in case (a) as full amount transferred to forfeiture
account is adjusted on reigsue.

Money received on application will be T 20 per share after deducting T 20 for
final call, ¥ 10 for discount and T 50 for allotment from face value T 100

20,000

Case (b)
Journal Entries
Date Particulars i LF | Amt. (Dr) | Amt. {Cr)
(il [Share Capital A/c (150%86) Dr 800
Securities Premium Afc (150x4) Or 6800
To Share Allatment A/c (150x8) 1.200
To Share Forteiture Ajc (150x2) 300

(Being 150 shares @ ¥ 10 each forfeited for
nonpayment of a allotment money ¥ 8 per share

including premium 2 4)
(i) |BankAfc (150:15) Dr 2,250
To Share Capital Alc (150 10} 1,500
To Securities Premium Afc (150:5) 750

{Being 150 shares @ ¥ 10 each reissued for ¥ 15
per share fully paid-up)

{iiy  |Share Forfeiture Afc Dr 300
To Capital Reserve A/c 300

(Being balance of share forfeiture account
transferred to capital reserve account)




Case (c)

Journal Entries
Date Particulars LF | Amt (Dr) | Amt. (Cr)
(i1 |Share Capital Afc {(40050) Dr 20,000
To Share Final Call Afc (400 10) 4 000
To Share Forfeiture Call Ajc (400 x40) 16,000
(Being 400 shares @ ¥ 50 per share forfeited for
non-payment of final call 310 per share)
{ii} |Bank Afc (400 x45) Dr 18,000
Share Forfeiture Alc (400x5) Dr 2,000
To Share Capttal Afc 20,000
(Being 400 shares @ ¥ 50 each reissued for T 45
fully paid-up)
(i} | Share Forfeiture Alc D 14,000
To Capital Reserve Ajc 14,000
(Being balance in share forfeiture account
transferred to capital reserve account)
Working Note
Calculation of Capital Reserve
Amount transferred to share forfeiture 16,000
{=1Amount adjusted on reissue {2.000)
Amount transterred to capital reserve 14,000

24. Amisha Ltd inviting application for 40,000 shares of Rs.100 each at a premium of Rs.20
per share payable; on application Rs.40 ; on allotment Rs.40 (Including premium): on first call

Rs.25 and Second and final call Rs.15.

Application were received for 50,000 shares and allotment was made on prorata basis.
Excess money on application was adjusted on sums due on allotment.

Rohit to whom 600 shares were allotted failed to pay the allotment money and his shares
were forfeited after allotment. Ashmita, who applied for 1000 shares failed to pay the

Two calls and his shares were forfeited after the second call. Of the shares forfeited, 1200
shares were sold to Kapil for Rs.85 per share as fully paid, the whole of Rohit’s shares being

included. Record necessary journal entries.
Answer
Journal Entries

Date | Particulars T7LF 7 Amt (Dr) | Amt. (C1)
(il |Bank A Dr| 20,00,000
i To Share Application Alc ! 20,00,000
| (Being share application maney received an |
50,000 shares @ 40 per share) |
(i) %Share Application Alc : 20,00,000
To Share Capital A/c (40,000=40) | 16,00,000
| To Share Aliotment Afc (10,000 40) | | 400,000
| (Being share application maney adjusted) [
(i) |Share Atiotment Alc Dr| | 16.00,000|
To Share Capital &/c (40,000=20) | . 8,00,000
To Share Premium A/c (40,000 20) | | 800,000
(Baing share allotment money due including { |
premiumy ! i |
e 5
(iv) |Bank Afc (Working Note) Dr ; 11,82,0001
Ta Share Allatment Alc | 11,82,000

(Being share allotment money received
| except 600 shares)
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e Poicvlers | tF |Am {Dﬂj Amt. (6
(v} | Share Capital Ac (600=60) Dr 36,000
Share Premium A/c (600 20) Dr 12.00‘}[
To Share Allotment Ale (Working Note) ] 18,000
To Share Forfeiture Alc {Working Note) {30,000
(Being 600 shares forfeited after allotment) {
{wi) EShare First Call Alc Dr 9,85,000
To Share Capital (39,400 %25) ; 9,85.000
%(Bemg first call money in due on 39,400 shares) |
{vii) | Bank Alc (38,600 25) Dr | 9,65,000
To Share first Call Alc 9,65.,000
{Being first call money received except 800 shares)
(vili) | Share Second and Final Call Ajc Dr 591,000
To Share Capital A/c (39,400:<15) 581,000
[Being second and final call money due on 39,400}
shares} J
()| Bank Alc (38,600 15) Dr| 5.79.000|
| To Share Second and Final Call A/c i | 579,000
I(Being second and final call maney received except ] ‘
!BOD shares) ’ §
{x}|Share Capital A/c (800 100) Dr , 80,000
| To Share First Call Alc (800 25) 20,000
| ToShare Second and Final Call A/c (800 15) 12,000
| Ta Share Forleitura A/c (BOOx 60) 48,000
i{BE']I‘IQ 800 shares forfeited for non payment of two
ica}Is} o
(i) | Bank Afc (1,200 85) Dr 1,02,000
Share Forfeiture Alc (1,200 15) Dr% | 18,000
To Share Capital Afc (1,200x100) | I 1,20,000
{Being 1200 shares reissued @ ¥ 85 per share fully|
| istic N
[xii) | Share Forfeiture A/c (Working Note) Dr| . 48,000
To Capital Reserve Alc ' 48,000
{Being balance amount afler reissue from share i
Eforfadura account transferred to capital reserve) i

Working Note
(i} Caleulation of Amount received on Allotment

Mumber of shares appled _ Tntal shares applied « Shared Allotid

by Rohit " Total shares alloted

- 50000 % 600 = 750 Shares

400{1
Arrear of Rohit on Allotment
Money received on application (75040} = 30,000
[-) Money adjusted on application (600 = 40) = {24,000)
Allotment advance 6000
Rohit money due on Allotment (600 40) 24000
(=) Allotment advance (6,000)
Rohits arrear on allotrment 18,000

{ii) Calculation of Capital Reserve
(a} On Rohits 600 Shares Reissued

Amount transferred fo share forfeiture (750 x 40) = 30,000
(—} Amount adjusted on reissue (600 x 15) = B.000
Rohit's transfer to capital resernve 21,000

{b) On Shares of Ashmita Reissued
Total shares alloted

Mumber of share allotted = —————— =" » Shares applied
Total shares applued
= 20000 . 4000 = 8OO shares.
50,000

Amount transferred to share forfeiture  on 600 = 36,000
share forfeited (600 x60)

(-} Amount adjusted on reissue 600 shares = (9.000)

(600 15)
Ashmita's transter to capital reserve 27,000
Hence total capital reserve = 21,000 + 27,000





