UNIT -V
(ISSUE & FORFEITURE OF SHARES)

Carrying 1 Marks

Objectives Types Questions.

Q1. Answer as True/False

A Joint stock company registered under the Act. 1956

True/False

B A Company is an artificial persons.
True/False

C A Company is created by general law.
True/False

D  Shareholders get commission.
True/False

E  Equity shareholders are creditors of the company.
True/False

F Interest on calls in arrear according to TablewAll be 6%
True/False

G Liabilities of every shareholder is unlimited.
True/False

H  Over subscription & under subscription are the same
True/False

I A private company can issue prospectus to the @ubli
True/False

J A Company can issue shares at premium.

Q.2 Select the best alternatives :-

1 Shareholders get :-
a) Interest  b) Dividend ¢) Commissiod) Profit

2 Equity shareholders are :-
a) Owners b) Directors ¢) Creditors None of these

3 Interest on calls in arrear according to TablewAll be :-
a)5% b)10% c) 6% d)12%

4  After re-issue of forfeited share, the balancehairs forfeited A/C is transferred to :-
a) Capital Reserve A/C  b) Share Capital A/C
c) Reserve Capital A/IC d) General Reserve A/C

5 A Company issues its shares at a premium underfdt@wing section of the Indian
companies Act. 1956

a) 77 b) 78 c) 79 d) 80
6 Money received in advance from shareholders befaseactually called by the company is :-
a) Debited to calls in arrear b) Creditedalls in advance

c) Debited to calls in advance d) None of these
7 Under the provision of companies Act. a companyisane :-
a) Only Equity share b) Only preference share
c) Preference share and equity share  d) Nbtieese
8 Discount on issue of shares should be shown on the
a) Debit side of P & | A/IC b) @ieside of P & | A/C
c) Assets side of the Balance sheet d) Laie ef Balance sheet
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b)

Discount allowed on the re-issue of forfeited shar@n not exceed :-
a) 10% of the paid up Capital b) 10% of the Capital reissued
c) The amount received on forfeited shares Tha) amount not received on feited shares.
The portion of the Capital which can be called afy@n the winding up of the company is
called :-
a) Authorised Capital b) ledCapital
c) Uncalled Capital d) ReseCapital
4 Marks

What is shares ? State its kinds.

Distinguish between Reserve Capital and CapitabRes
Describe characteristics/features of a Co.

Name difference Kinds of share Capital

Make Journal entry on issue of shares to promoters.
Make Journal entry on issue of share to vendoaat p
What is forfeiture of Shares ?

The Director of a company forfeited 1000 shareR®f10 each for non Payment of final call
of Rs. 2 per share. Subsequently, these shares@isseed at Rs. 10. Pass entries.
JSPL was registered with a Nominal Capital of R80,000 divided into shares of Rs. 10
each. The Company purchased plant for Rs. 50000 fide.C. Ranchi. Compaly issued fully
paid equity shares of Rs. 10 each in satisfactidheoclaim at par. Pass Journal Entries.
Jharkhand sponge & Iron Ltd. issued 4000, 10% peafee shares of Rs. 100 each, Payable
Rs. 60 on application and allotment and balanckrsinand final call. Shares are fully
subscribed and all amounts received.

Pass Journal entries.
Honda Co. Ltd. offers 10000 shares of Rs. 10 eachhé public, payable Rs. 3 on
Application, Rs.3 on Allotment and Rs. 4 on firsfi&al call.

All the money was duly received except klaoof 200 shares who failed to pay the call.

Pass Journal Entries and show howstiage Capital will appear in Co’S Balance-
Sheet.
Alfa Ltd. forfeited 800 shares of Rs. 10 each isksae30% premium (to be paid at the time of
allotment) for non payment of a first call of R9p& shares. The second and final call of Rs.2
has not yet been called. Out of these, 200 shaees mg-issued as Rs. 8 paid up for Rs. 8 per
shares.
Give Journal entries for forfeiture &issue of shares.

8 Marks

The Directors forfeited 200 shares issued to Aaoant of non payment of the final call of
Rs. 20. These shares of Rs. 100 each were issugdtta premium of Rs. 10 each share.
B’s 100 shares forfeited of Rs. 100 each for noynpent of first and final call of Rs. 50 are
re-issued to C for Rs. 70 per shares fully paidRass Journal entries.
Ram & Co. purchased machinery from Mona & Co for4/860,000. A sum of Rs. 1,75,000
was paid by the mean of a Bank draft and the beldne to Ram & Co. issued Equity shares
of Rs. 10 each at a discount of 10%.

Journalise the above transactiahénbook of the company & show the items in the
balance sheet of the company.
X Ltd. incited application for 20,000 shares of R} each payable as follows : 3 on
application Rs. 2 on allotment Rs. 2.50 on firdt @ad Rs. 2.50 on Second call.

Public applied for 30,000 shares and the allotsy&ere made as under :
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To Applications for 8000 shares --------------- Hif
To Application of 16000 shares ----------------- 2000 shares
To Application for 6000 shares ---------------- Nl
All money were duly received. Pass Journal
Ding Dong Limited was registered with a CapitaRs. 4,00,000 in shares of Rs. 100 each. It
issued 2000 of such shares payable Rs. 25 per shapplication; Rs. 25 on allotment. Rs.
20 on first call and the balance as and when reduir
All money payable on application andtients were duly received; but when the
first call of Rs. 20 per share was made, one slodtehholding 100 shares failed to pay the
amount due and another shareholder holding 20@slpaid then in full.
Record these transaction in the Jouandl also prepare the opening Balance sheet of
the Company.
X Ltd. purchased the business of Y Ltd. for 2,90,@@yable in fully paid shares of Rs. 10
each. What entries will be made in the books of t. lif such issue is (i) at par (ii) at a
premium of 25% and (iii) at a discount of 10%.
Show working clearly.
Rishab Industries Limited application for 10,00@uss of Rs. 10 each at a premium of Rs. 2
per share, Payable Rs. 3 on application Rs. 5lotadnt (Including Premium) and Rs. 4 on
first & Final call.
Application were received for 15,000 shardbtment was made on the pro-rata basis to
all the applications. All the money was duly reesly
Expenses incurred on issue of Rs. 10,008s Baurnal entries in the books of the
Company.
Bhawna Ltd. was registered with a nominal CapitdRe. 1,00,000 divided into shares of Rs.
10 each. The Company purchased machinery for RB0@®7rom Singhal Bhatia. The
Company issued fully paid equity share of Rs. 1€hea satisfaction of the claim. Shares of
Rs. 10,000 were issued at par to the promoterhér services.
Give Journal entries of the above tratigacf Bhawna Ltd. issued shares (i) at par (ii)
at 20% premium (iii) at 10% discount.
A Company forfeits 200 shares of Rs. 10 each aalbynssued at a premium of Rs. 2 per
share. The shareholders paid Rs. 4 per Share dicamn but did not pay the allotment
Money of Rs. 4 per Share (Including Premium) antl @faRs. 4 per share. The shares are
subsequently re-issued at Rs. 11 per share fuityyga
Pass Journal entries for forfeiture emssue of forfeited Shares.
Pass Necessary Journal Entries for forfeiture aridsue :-

(a) Firewell Company Ltd. forfeited 100 shares of R80 kach Rs. 80 Paid for non-
payment of final call of Rs. 20 per-share out asth 30 shares were re-issued for Rs.
75 per Share.

(b) A Share of Rs. 100 each. On which Rs. 80 has bakedaup Rs. 60 has been paid is
forfeited. This share is re-issued to B @ Rs. 7fubg paid up.

Give Journal entries for forfeiture and re-issusludre :

(a) X Ltd forfeited 30 shares of Rs. 10 each Rs. 7edalip on which Mahesh has paid
application and allotment money of Rs. 5 per Sh@fdhese, 25 shares were issued to
Naresh as fully paid up for Rs. 6 per Share.

(b) Y Ltd. forfeited 20 shares of Rs. 10 each (Rs.|&daip) issued at a discount of 10%
to Ram on which he has paid Rs.2 per Share. Otteoé 16 Shares were-re-issued to
Z as Rs. 8 called up for Rs. 6 per Share.

A holds 100 Shares of Rs. 10 each on which he lad pnly Rs. 2.50 per shares as
application money.

B who halds 200 shares of Rs 10 each, has paid.®¥and Rs 2 per share as application and
allotment money, respectively.
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C. holds 300 Shares of Rs. 10 each and has paid. B per Share on application, Rs. 2 per
Share on allotment and Rs. 3 per Share on firkt cal

They failed to pay their arrears ahd final call. Therefore the Directors forfeited
their Shares.
These Share were subsequently redsir cash at a discount of 10 percent.
Record Journal entries in the bodkfi® company to give effect to the above.
Pass Journal entries for the forfeiture and reeissuhe following cases :
0] A Ltd forfeited 400 Shares to Anil of Rs. 10 eadhyf called up for non-payment
of final call of Rs. 2 per Share and re-issuedunilsas fully paid for Rs. 10 Share.
(i) C Ltd. forfeited 600 Shares of Rs. 10 each fullylechup for non-payment of
allotment money of Rs. 3 per Share. First call ef Rper Share and final call of
Rs. 2 per Share. 400 of there shares were re-isgURsl. 9 per Share, fully paid.
Bharat Ltd. was formed on 01.04.2014 with an ausieor Capital of Rs. 40,00,000 divided
into equity shares of Rs. 10 each.

(1) The Company issued 5000 shares to its promotetseoremuneration of the services
rendered by them at par.

(2) Company also issued shares at 10% premium to MnoMar the purchase of assets
of Rs. 5,50,000 from him. Pass the Journal entoethe purchase of Assets & Share
issued to promoters & Mr. Mano;.

Also Show the items at Balanceebloé the Bharat Ltd.
Pass Journal entries in the following circumstances

(a) 10,000 shares of Rs. 10 each issued to the prosnatea premium of 10 % for the
services rendered by them.

(b) A running business is purchased by the companyR#&r4,50,000 and issued Rs. 10
fully paid shows is payment at 10% discount.

(c) Furniture worth Rs. 10,000 purchased by this compary from X Co Ltd. and in
payment Rs. 10 equity shares of equal amount issued

Show Working clearly.



