ACCOUNTING FOR SHARE CAPITAL

(EQUITY AND PREFERENCE SHARE CAPITAL)

+

Authorised Capital or Nominal Capital

It is the maximum capital that a company can
issue as share capital. It is stated in the
Memorandum of Association.

Yes

Issued Capital

It is that part of authorised capital which is
issued by the company for subscription. It can
be equal to or less than Authorised Capital

or Nominal Capital.

Subscribed Capital
It is that part of Issued capital which has been
»| issued for cash or for consideration other than

cash. It can be equal to or less than
Issued Capital.

No

!

| Applications received ag

ainst issue of Shares |

v

In Lump sum

In Instalments

Issue of Shares for Cash

Bank A/lc ...Dr.
To Shares Application
and Allotment A/c

Bank A/c

To Shares Application A/c

Dr.

Ves A
O

versubscribed

Allot Shares
1. Reject Excess Applications and
Full Allotment to rest
or
2. Pro rata Allotment to All Applicants
or
3. Reject Some Applications,

Issue of shares to Promoters:

For consideration other )
Incorporation Expenses

th h:
Or?rlgﬁfjhase of Assets or Preliminary Expenses A/c  ...Dr.
Sundry Assets Alc ...Dr. folfromoterspAve

To Vendor’s Alc Promoters’ A/lc ...Dr.

or To Share Capital A/c

On Purchase of Business ™ To Securities Premium A/c***
Sundry.Assets e el Issue of Shares to Underwriters:
Goodwill* Alc ...Dr. - .

To Sundry Liabilities AV Underwriting Commission A/c ...Dr.

0 sun ry’ 1apiities Afc To Underwriters’ Alc
To Vendor’s Alc

Underwriters’ Alc ...Dr.
To Share Capital A/c

To Capital Reserve** A/c

To Securities Premium A/c***

1

No

v

Pro rata Allotment to some and
Full Allotment to rest. all

Allotment of shares to

applicants

| Issued at Par

| Issued at Premium |

Vendor’s Alc

..Dr.

Vendor’s A/c ...Dr.

(at least 90% of issued

Minimum
subscription

To Share Capital Alc

To Share Capital A/c
To Securities Premium Alc

1L

share capital)
received

Refund Application
Money

'

Shares Application A/c
To Bank Alc
or

To Bank Alc

Shares Application and Allotment A/c ...Dr.

*If purchase consideration given is more than net assets,
then difference is debited to Goodwill A/c.

**If purchase consideration given is less than net assets,
then difference is credited to Capital Reserve Alc.

1

***|If shares are issued at premium.




In Lumpsum

In Instalments

FORFEITURE OF SHARES

v v
[APomm] — [Cara ]
¥ v ¥
Allotment of Shares: Allotment of Shares: Allotment of Shares: Allotment of Shares: If Shares were If Shares were Issued
Shares Application Shares Application Shares Application A/c ...Dr. | | Shares Application A/c ...Dr. Issued at Par at Premium
and Allotment A/c ...Dr. | |and Allotment A/c ...Dr. To Share Capital Alc To Share Capital A/c
To Share Capital Alc To Share Capital Alc To Bank A/c** To Bank A/c**
To Bank Alc To Securities Premium A/c*| | To Shares Allotment A/c To Shares Allotment A/c
To Bank A/c To Calls in Advance A/c** To Calls in Advance A/c*™*
(Excess Application money (Excess Application money Yes
I I adjusted towards allotment, adjusted towards allotment, Premium Received
against calls and refund) against calls and refund)
'
Allotment Money due: Allotment Money due: Share Capital A/c (Amount Called-up) ...Dr.

Shares Allotment A/c ...Dr.

To Share Capital Alc

Shares Allotment A/c
To Share Capital A/c

To Securities Premium Alc

...Dr.

To Forfeited Shares Alc

To Calls-in-Arrears Alc /
Shares Allotment A/c /

!

Allotment Money Received:
Bank A/c ...Dr.
Calls-in-Arrears Alc**** ...Dr.
To Shares Allotment Alc
¥
Shares Call Money Due:
Shares First and Final Call Alc ...Dr.
To Share Capital Alc
v
Amount Received Against Calls:
Bank A/c ...Dr.
Calls-in-Arrears Alc**** ...Dr.
Call in Advance A/c*** ...Dr.
To Shares First and Final Call A/lc

-1

Shares First Call Alc

(Amount Received)

(Amount Not Received) No

A4

Share Capital A/c (Amount Called-up)
Securities Premium A/c

...Dr.
...Dr.

Reissue of Forfeited Shares

A

To Forfeited Shares A/c

To Calls-in-Arrears Alc

(Amount Received)
(Amount Not Received)

* If the question is silent as to when Securities Premium is demanded,
assume that it is due at the time of Allotment of Shares. Otherwise, it

is credited as stated in the question.

** Excess application money is transferred to Calls in Advance Account
only when the question prescribes it. Otherwise, it is refunded.
*** |f excess application money is retained to be adjusted against calls.
****|f Calls are in Arrears and Calls-in-Arrears A/c is used.

v ¥ ¥
| Reissue at Par | | Reissue at Premium | | Reissue at Discount |

¥ ¥ v
Bank Alc ...Dr. Bank A/c ..Dr. Bank A/c ...Dr.
To Share Capital Alc To Share Capital Alc Forfeited Shares A/c ...Dr.

To Securities Premium A/c To Share Capital Alc
| | |
Forfeited Shares A/c ...Dr.| Yes Cainion No

To Capital Reserve Alc

Reissue of Forfeited
Shares

1

No Entry

1
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