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Accounting for Shares
Attountng [or Shares.

AT fasmaw sgier wErfarn (Accounting treatment for issue of shares)
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TEAT AR WY (Issue of shares for cash)
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Ua HeE VHAAT 34X faspwa (Issued of shares on lump- sum method)
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m M and M company issued 20000 shares of Rs.100 each at par for public subscription
all the shares are applied for and allotment made full.

Required: Journal entries
Solution: Joumal Entry :
8. No. |Particulars LF | Deblit(Rs.) | Credit (Rs.)
Bank A/c (20000x100) Dr. 20,00,000

To Share capital Alc
(Being amount of share capital received on 20000 shares @Rs.100 each)

20,00,000

2

TATSHT JaIHt TAehEw (Issued of shares at premium)
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Joumal Entry
S. No. |Particulars LF | Debit (Rs.) | Credit (Rs.)
Bank A/lc Dr XXX
To Share capital Alc XXX
To Share premium Alc XXX
(Being Amount of share capital received on share @ Rs... with premium Rs.)

[FEETIR] N and S Company issued 10,000 shares of Rs.100 each at Rs.120 per share. Such
shares are fully applied and allotted all money were received in full.
Required: Journal entries

Solution: Joumal Entry
S. No. |Particulars LF | Debit (Rs.) | Credit (Rs.)
Bank A/c (10000 x 120) Dr 12,00,000
To Share capital A/c (10000 x 100) 10,00,000
To Share premium A/c (10000 x 20) 2,00,000

Rs.20 premium

(Being Share capital money received on 10,000 share @ Rs.100 each with

3 BT AU AT (Issued of shares with discount)
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Joumal Entry b AR

S. No. [Particulars LF | Debit (Rs.) | Credit (Rs.)
Bank A/c Dr XXX
Share discount Alc Dr XXX

To share capital Alc
..... discount).

|

(Being amount received on.... share @ Rs.... each with
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R and R Company issued 30,000 shares of Rs.100 each with 10% discount; all shares
are applied and allotted fully.

Required: Journal entries

Solution: Joumnal Entry
S. No. |Particulars LF | Debit (Rs.) | Credit (Rs.)
Bank A/c (30000 x 90) Dr 27,00,000
Share discount A/c (30000 x 10) Dr 3,00,000
To Share capital A/c (30000 x 100) 30,00,000
(Being amount of share capital received on 30,000 shares of Rs.100 each
{with 10% discount) i

foem a=ft YoaaT Faer fseaa (Issued of shares on installment method)
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1) Onreceipts of share application money

_S. No. |Particulars

LF | Debit (Rs.) | Credit (Rs.)

iBank Alc Dr [ YO
1 To Share application Alc XXX
|(Being share application money received) ik
|Share application A/c Dr. XXX
To Share capital Alc XXX

|(Being share application money transferred to share capital account)

2) On allotment of share

S.No. Particulars LF | Debit (ﬁg.) Credit (Rs.)
| Share allotment A/c Dr. XXX
' To Share capital Alc XXX
|(Being share allotment money due) :
|Bank Alc BT | XXX

| To Share allotment A/c
|(Being share allotment money received)

3) Oncalls A N G
"s. No. [Particulars T LF [ Debit (Rs.) |Credit (Rs.)
|Share first and final call A/c Dr. XXX e
| To Share capital Alc

XXX
|(Belng Share fistendlinaf sl money.hie)i > @ .. i
|Bank Alc Dr. ‘ XXX
To Share first and final call A/c { | ' XXX
|

i(Being share first and final call money received)
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[IMSIETTEE] A Company limited issued 2000 shares of Rs.100 each at pay. The payment as

follows:
On Application Rs.30
On Allotment Rs.50
On First and final call Rs.20

All the shares are applied and allotted all money were duly received.

Required: Journal entries

Solution: Journal Entries ;
S.No. |particulars LF | Debit(Rs) | Credit(Rs)
a.  |Bank Alc (2000 x 30) Dr. 60,000|
To Share application Alc l 60,000
(Being share application money received) l :
b.  |Share Application Alc Dr. 60,000
To Share capital Alc ‘ 60,000
(Being share application money transferred) !
C. Share allotment Alc (2000 x 50) Dr. 1,00,000,
To Share capital Alc (2000 x 5) | 1,00,000
(Being share allotment money due with premium) ‘,
d.  |BankAlc Dr. 1,00,000}
To Share allotment Alc I; 1,00,000
. |(Being share allotment money received) !
e.  |Share first and final call Alc (2000 x 20) Dr. 40,000%
To Share capital Alc | 40,000
(Being share first and final call money due) !
f. |BankAk Dr. 40,000!
To share first and final call Alc | 40,000
(Being share first and final call money received)

WEATHAT JaxaT frssed (Issued of shares at premium)
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a) If the amount of premium is included in application then the entries will be as
___ follows: 425 A iy
S. No. |Particulars B AR Lo LF | Deblt (Rs.) | Credit (Rs.)_
Bank A/lc Dr. XXX
To Share application Alc XXX
(Being share application money received) |
Share application Alc Dr. 0!
To Share capital Alc | XXX
To Share premium Alc ) XXX
(Being share application money transferred)
b) If the amount of premium included at the time of allotment then the entries will be
as follows: " 4 A
S. No. |Particulars e o B Lr'{ﬁésitjkfs_ij_'[creql_&(&s_-)
Share allotment Alc DS o e ¢ 0o
To Share capital Alc | XXX
To Share premium Alc ‘ X0
(Being share allotment money due with premium) i
Bank Alc 5 Dl | XXX |
To Share allotment A/c ] { XXX
(Being share allotment money received) s | I— N
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g X Company limited issued 5000 shares of Rs.100 each with Rs.20 premium.

Payment as follows:
On Application Rs.40 (Including premium Rs.10)
On Allotment Rs.50 (Including premium Rs.10)
On First and final call Rs.30

All the shares are applied and allotted all money were duly received.
Required: Journal entries

Solution: Joumal entries

S. No. |Particulars LF | Debit (Rs) [ Credit (Rs.)

a.  |Bank A/c (5000 x 40) Dr. 200,000

To Share application Alc 200,000

(Being share application money received)

b. [Share application Alc Dr. 2,50,000

To Share capital A/c (5000 x 30) 2,00,000

To Share premium A/c (5000 x 10) 50,000

(Being share application money transferred)

c. [Share allotment A/c (5000 x 50) Dr. 2,50,000

To Share capltal A/c (5000 x 40) 2,00,000

To Share premium A/c (5000 x 10) 50,000

Being share allotment money due with premium)

d. [BankAlc Dr. 2,50,000

To Share allotment A/c 2,50,000

(Being share allotment money received)

e. |Share first and final call Alc Dr. 1,50,000

To Share capital A/c 1,50,000

(Being share first and final call money due)

f. |BankAlc Dr. 1,50,000 1,50,000
To Share first and final call A/c

(Being share first and final call money received)

e AT Jaxa! fassea (Issued of shares at discount)
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a) At the time of application
S. No. |Particulars LF | Debit (Rs.) | Credit (Rs.)
Bank Alc Dr. X0
To Share application Alc XXX
(Being share application money received)
Share application Alc Dr. XXX
Share discount A/c Dr. X0
To Share capital Alc XXX
(Being Share application money transferred)

b) At the time of allotment

S. No. |Particulars LF | Debit (Rs.) | Credit (Rs.)
Share allotment Alc Dr. 200X
Share discount Alc Dr. X0
To Share capital Alc X
(Being share allotment money due with discount)
Bank Alc Dr. 00X
To Share allotment A/c XXX

(Being Share allotment money received)
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m A company was registered with capital Rs.20,00,000 dividend in to shares of 100
each. Out of which 5,000 shares were issued with 10% discount. The payment as follows:

On application Rs.20 (Including discount Rs.5)
On allotment Rs.30 (Including discount Rs.5)
On first and final call Rs.40

All the shares are applied and allotted and all money were duly received.
Required: Journal entries
Solution: Joumal entries y

S. No. |Particulars LF | Debit (Rs} ' Credit (Rs.)
1. |Bank A/c (5000 x 20) Dr. 1,00,000
To Share application Alc 1,00,000
(Being share application money received) i
2. [Share application Alc Dr. 1,00,000
Share discount A/c (5000 x 5) 25,000
To Share capital A/c (5000 x 10) 1,25,000
(Being share application money transferred)
3. Share allotment A/c (5000 x 30) Dr. 1,50,000
Share discount A/c (5000 x 5) 25,000
To Share capital Alc 1,75,000
(Being share allotment money due with discount)
4, Bank Alc Dr. 1,50,000
To Share allotment Alc 1,50,000

(Being share allotment money received) l

5. Share first and final call Alc Dr. 2,00.000,
To Share capital Alc : 2,00,000

(Being share first and final call money due) :

6. Bank Alc Dr. 2,00,000!
To Share first and final call A/lc f 2,00,000

(Being share first and final call money received) |

FiIT AW (Call in arrears)
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F) U@ ATEEHT THAAT q@daT AOT HEAT (When calls in arrears occurred at the time of

allotment)

S. No. [Particulars LF | Debit (Rs.) | Credit (Rs.)
Share allotment A/lc Dr. poed '1
|
1
Y
|

To Share capital A/c
(Being share allotment money due)
Bank Alc Dr.
Calls in arrears Alc Dr.
To Share allotment Alc
(Being Share allotment money received except calls in arrears)

@) JATET YR qur Jfeaw FFETaT WRAWT a@iar A WEAT (When calls in arrears occurred at
the time of first and final call)
S. No. |Particulars LF | Debit (Rs.) | Credit (Rs.)
Share first and final call Alc~ ~ Dr. XXX
To Share capital Alc XXX
(Being share first and final call money due)
Bank Alc Dr. X
Calls in arrears Alc : Dr. XXX
To Share first and final call Alc | XXX
(Being Share first and final call money received except calls in arrears) {

M Company Ltd. issued 2000, 10% preference share of Rs.50 each with 20%
prermum Payment as follows:

XXX

XXX

On application Rs.10
On allotment Rs.30 (Including premium)
On first and final call Balance.
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All the shares are applied and allotted and all money were duly received except a
shareholder holding 500 shares were failed to pay allotment and calls money on due date.

Required: Journal entries
Solution: Joumnal entries

S. No. |Particulars

LF

Debit (Rs.)

Credit (Rs)

a. |Bank Alc (2000 x 10) Dr.
To Preference share application A/c
(For Preference share application money received)

b. |Preference share application Alc Dr.
To 10% Preference share capital A/c
(For Preference share application money transferred)

c. |Preference share allotment A/c (2000 x 30) Dr.
To 10% Preference share capital Alc
To Preference share premium A/c

(For preference share allotment money due with premium)

d. {Bank A/c (1500 x 30) Dr.
Call in arrears A/c (500 x 30) Dr.
| To Preference share allotment Alc

(For Preference share allotment money received except call in arrears)

e. |Preference share first and final call Alc Dr.
To Preference share capital A/lc
(For preference share first and final call money due)

f. |Bank A/c (1,500 x 20) Dr.
|Call in arrears A/c (500 x 20) Dr.
| To Preference share first and final call A/c

|(For preference share first and final call money received except call in arears)

20,000

20,000

60,000

45,000
15,000

40,000

30,000
10,000

20,000
20,000

40,000
20,000

60,000

40,000

40,000

N Company Ltd. issued 10000 shares of Rs.10 each with 10% discount on January 1,

2016 payment as follows:
On application Rs.2
On allotment Rs.5 (Including discount)
On first and final call Balance

Shares are fully applied and allotted amount received as follows:
10000 Rs.2 on January 1, 2016
9000 Rs.7 on March 1, 2016
8000 Rs.9 on June, 1, 2016
Required: Journal entries

Solution: Joumnal entries
Date |Particulars LF | Debit (Rs.) | Credit (Rs.)
Bank Alc Dr. 20,000
- To Share application Alc 20,000
(Being share application money received on 10000 shares of Rs.2 each)
Share application Alc Dr. 20,000
To Share capital Alc 20,000
(Being share application money transfer)
Share allotment A/c Dr. 50,000
Share discount A/c (10000 x 1) Dr. 10,000
To Share capital Alc 60,000
(Being share allotment money due on 10000 shares of Rs.5 each with
premium)
Bank Alc Dr. 45,000
Call in arrears A/c (1000 x 5) Dr. 5,000
To Share allotment Alc 50,000
(Being share allotment money receive except call in arrears)
Share first and final call A/c (10000 x 2) Dr. 20,000
To Share capital Alc 20,000
(Being share first and final call moneydwe) =
Bank Alc Dr. 16,000
Call in arrear A/c (2000 x 2) Dr. 4,000
To Share first and final call Alc 20,000

(Being share first and final call money received except call in arrears)
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@) Wmma&wmmm (When calls in advance received at the time

of allotment)

S. No. |Particulars LF | Debit (Rs.) | Credit (Rs.)
Share allotment Alc Dr. | XXX

To Share capital Alc '

Being share allotment money due) |

|

|

XXX

Bank Alc Dr.
To Share allotment A/c
To call in advance Alc

(Being Share allotment money received with call in advance)

®) W e Wt YaRer waw qun st feeTT wRreE a5t (When adjustment of call

in advance received in allotment)
S. No. |Particulars |_LF | Debit (Rs.) | Credit (Rs.)
Share first and final A/c Dr. | { XXX
To Share capital Alc [ {
Being share first and final call money due) | '

Bank Alc Dr.| j pees
i XXX
|
|

XXX
XXX
XXX

XXX

Call in advance Alc Dr.
To Share first and final call Alc

(Being Share first and final call money received after adjustment of call in |

advance) |

X Company Ltd. makes an issue 10000 equity share of Rs.100 each at Rs.110 on 1*
March 2016 payable as follows:

On application Rs.20
On allotment including premium ~ Rs.30
On first and final call Rs.60

All the shares are applied and allotted and all money were duly received. Mr. Dahal a
shareholder holding 500 shares paid first and final call money at the time of allotment.
Required: Journal entries ’

Solution: Joumal entries
S. No. |Particulars A LF | Dobit (Rs.) | Credit (Rs.)
" a. |Bank A/c (10000 x 20) Dr. 2,00,000!
To Share application Alc 2,00,000
(Being Share application money received)
b. {Share application A/c Dr. 2,00,000
To Share capital Alc 2,00,000
(Being Share application money transferred)
c. |Share allotment A/c (10000 x 30) Dr. 3,00,000
To Share capital A/c (10000 x 20) 2,00,000
To Share premium A/c (10000 x 10) 1,00,000
(Being Share allotment money due with premium)
d. |Bank Alc Dr. | 3,30,000!
To Share allotment A/c | 3,00000
To Call in advance A/c (500 x 60) | 30,000
(Being Share allotment money received with call in advance) 2 |
e. |Share first and final call Alc (10000 x 60) Dr. 6,00,000/
To Share capital Alc ) 6,00,000
(Being Share first and final call money due) 2R, NV
f. |Bank Alc Dr. 5,70,000
Call in advance Alc Dr. 30,000
To Share first and final call A/c ‘ 6.00,000
(Being share first and final call money received after adjustment of call in advance) !




R vt Jenfufer B X

A G (Under Subscription)

mmmmmwmmwmmm
T3 | TR ST = AT WR | Al Fe e T e I S
W STAGT I WA AT Yo SRITANRT SHET ST WA WA WY e 3% WA
et TS |

Z Company Ltd. issued 20000 shares of Rs.100 each with 10% discount; payable as

follows:
On application Rs.20
On allotment Rs.40

Balance on first and final call
Applications were received on 15000 shares. The company allotted such shares all money
were duly received except one shareholder holding 1000 shares failed to pay allotment
and calls money.
Required: Journal entries

Solution: Joumnal entries
'S, No. [Particulars LF | Debit (Rs.) [ Credit (Rs.)
a. |Bank Alc (15000 x 20) Dr. 3,00,000
To Share application Alc 3,00,000
(Being Share application money received)
b. |Share application Alc Dr. 3,00,000
To Share capital Alc 3,00,000
{Being Share application money transferred)
c. |Share allotment A/c (15000 x 40) Dr. 6,00,000
Share discount A/c (15000 x 10) Dr. 1,50,000
To Share capital A/c (15,000 x 50) 7,50,000
(Being Share allotment money due with discount)
d. [Bank A/c (14000 x 40) Dr. 5,60,000
{Call in arrears A/c (1000 x 40) Dr. 40,000
l To Share allotment A/c 6,00,000
{(Being Share allotment received except call in arrears)
e. |Share first and final call A/c (15000 x 30) Dr. 4,50,000
i To Share capital Alc 4,50,000
{(Being Share first and final call money due)
f. |Bank A/c (14000 x 30) Dr. 4,20,000
Call in arrears A/c (1000 x 30) Dr. 30,000
To Share first and final call A/c 4,50,000
|(Being Share first and final call money received except call in arrears)

ifus Sragw (Over subscription)
FeAHEl FEAE ST T YITH TEEATWRT q¢ THARN FAH ATGGH 9T TS | A
Faenars AfyE oaeT WS | ISR AT A FEH Qo T WAL F.Qoo/— &
(A AT AW Y T FITH AT I F47 9 4 TR JIEqaC A e
TS HTH T |
3tfie atagaar afswie (Allotment of over- subscription) _
FIS Afus IaeAEr e ot faftgrr afswie ™ e | wmraar st
JgTar atewies ol wrrer sy fafieer; sifus At gof swftard, qamfis
T faravor gumedt T fafira gomeft
F) @@l A ¢ FE@C T (Fully reject of excess number of shares): &Pl
forsprae T AIOTRT G VICH AT T WA TG NTH AdTAGE [
arefigd T AfuER yauEE kT 0 | SRS yavree S TR dgerr
T IS HTHT AT R GRS T SFEITATS AR R FEHR T 9 |
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Ganapati Company registered with capital of Rs.10,00,000 on divided into share of
Rs.100 each. In the beginning of the period the company decided to issue 20000 shares
with 20% premium, the amount payable as follows:

On application Rs.40
On allotment Rs.50 (including premium)
On first and final call Rs.30

Applications were received on 30,000 shares. The board of directors of the company
decided to reject the excess number of shares fully. A shareholder holding 500 shares paid
first and final call money at the time of allotment.

Required: Journal entries

Solution: Journal entries
S. No. |Particulars LF | Debit (Rs.) | Credit (Rs.)
a. |Bank A/c (30000 x 40) Dr. 12,00,000
To Share application Alc 12,00,000
(Being Share application money received)
b. |[Share application A/lc Dr. 12,00,000
To Share capital A/c (20000 x 40) 8,00,000
To Bank A/c (10,000 x 40) 4,00,000
(Being Share applicatioh money transferred and balance refunded)
c. |Share allotment A/c (20000 x 50) Dr. 10,00,000
To share capital A/c (20000 x 30) 6,00,000
To share premium A/c (20000 x 20) 4,00,000
(Belng Share allotment money dug with premium)
d. [BankAlc Dr. 10,15,000
To Share allotment A/c 10,00,000
To Call in advance Alc (500 x 30) 15,000
(Being Share allotment money recsived with call in advance)
e. |Share first and final call A/c (20000 x 30) Dr. 6,00,000
To Share capital Alc 6,00,000
(Being Share first and final call money due)
f. |Bank Alc (14500 x 30) : Dr. 5,85,000
Call in advance A/c (500 x 30) Dr. 15,000
To Share first and final call Alc 6,00,000

(Being Share first a final call money received after adjustment of call in
advance)

@ gEEale aiewte fAfr (Pro.rata allotment): a1 faftmr sl ¥t afewis ot
JUIAREATE I HUH! ATaET T FHATS T TH JITEHEHr T3er Sgara frafwr
TS | I IFTITAH ATUICAT FHHAIS T AAGHEwens data! faazor 78 | 3r fafemr
A ATATHEE (IR STIIAHT FIT I e |

A Company limited registered with share capital of Rs.5000,000 on divided into

50000 shares of Rs.100 each. The company issued 20000 shares with 20% premium, the
amount payable as follows: :

On application ke 30

On allotment Rs.50

Balance on first and final calls
Applications were received on 30,000 shares. The director decided to allot such shares
under pro.rata allotment method. The excess share application money utilized towards
allotment and calls.
Required: Journal entries

e
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Solution: Journal entries 4
S. No. [Particuiars o - LF | Debit (Rs.) | Credit (Rs.)_
a. |(Bank A/c (30000 x 30) Dr. ~9,00,000
To Share application Alc 9,00,000
\(Being Share application money received)
b. |Share application Alc Dr. 9,00,000
To Share capital Alc (20000 x 30) 6,00,000
To Share allotment A/c (20000 x 15) 3,00,000
|(Being Share application money transferred) !
¢.  {Share allotment A/c (20000 x 50) Dr. 10,00,000
To share capital Alc (20000 x 30) h 6,00,000
To share premium A/c (20000 x 20) 4,00,000
Being Share allotment money due with premium)
d. {Bank Alc Dr. 7,00,000
To Share allotment A/c (10,00,000 - 3,00,000) 7,00,000
(Being Share allotment money received after adjustment of share application
money)
e. |Share first and final call A/c (20000 x 40) Dr. 8,00,000
To Share capital Alc 8,00,000
(Being Share first and final call money due)
f. [Bank Alc Dr. 8,00,000
To Share first and final call Alc 8,00,000
(Being Share first a final call money received)

Working Note:

Applied Allotted
30000 20000
Revise application rate for pro.rata group
No. of shares applied x Application rate 30000 x 30
g No. of shares alloted ="20000 = Rs45

Distribution of excess rate Rs.45

@Eglicaﬁon Rs.SQ {Allotment Rs.15 '
fafsm fafr (Mixed method): 78 fafimr sl A9 qISHiE Ml Har

-memmw,mwmmmw
@ A T8 T 3 smdTwEER W Of s sreliga 16 9y @ R
mafgmhﬁg%wmréﬁﬁm%ﬁrmlmmﬁruﬁm@go
TN §IT 9T N T T FHAEIOMER R 9K G0N I1eT T4 94 9 7y
e wrrfter fafd fafr sroader frefafae st st &7 @90 1

4 IR SATATHEEATS FATTTId AT feracor
R0 T HATETE U GTHT et fayaor
© TSI I Qf wuAT Srefiana |
llustration - 13 Company Limited issued 20000 shares of Rs.100 each with 20% premium,
payment as follows:
On application Rs.40
On allotment Rs.50

.Balance on first and final calls.
Applications were received on 45000 shares. The company allotted such shares as follows:

To applicants for 4000 Full
To applicants for 38000 Pro.rata
To applicants for 3000 Rejected

The prospectus of the company also stand that the surplus, application money, if any,
remaining can be utilized towards subsequent allotment and calls.

’



Solution: Journal entries

S. No. |Particulars LF | Debit (Rs.) | Credit (Rs.)

a. |Bank A/c (45000 x 40) Dr. 18,00,000

To Share application A/c \ 18,00,000

eing share application money received)

b. [Share application Alc . Dr. 18,00,000

To Share capital A/c (20000 x 40) 8,00,000

To Share allotment A/c (16000 x 50) 8,00,000

To Share first and final call A/c (16000 x 5) 80,000

To Bank Alc (3000 x 40) 1,20,000

(Being Share application money transferred and balance refunded)

c. (Share allotment A/c (20000 x 50) Dr. 10,00,000

To share capital A/c (20000 x 30) 6,00,000

To share premium Alc (20000 x 20) 4,00,000

Being share allotment money due with premium)

d. |Bank Alc Dr. 2,00,000

To Share allotment A/c (10,00,000 - 8,00,000) 2,00,000

(For Share allotment money received after adjustment of share application

money)

e. [Share first and final call A/c (20000 x 30) Dr. 6,00,000

To Share capital A/c 6,00,000

For Share first and final call money due) UYR

f. |Bank Alc Dr. 5,20,000

To Share first and final call A/c (6,00,000 — 80,000) 5,20,000

(For Share first a final call money received after adjustment of share
application money)

Working Note:

Group Applied Allotted Reject
1 4000 4000 -

ii. 38000 16000 3

iii. 3000 - 3000
Total 45000 20000 3000

Revise application rate for pro.rata group
_ No. of shares applied x Application rate 38000 x 40 Rs.95
& No. of shares alloted it S L | e

Eistribution of excess rate Rs.95|

[Allotment Rs.50 (Calls Rs.5|

Y@ T (Forfeiture of Shares)

Ffe TATUATT VATHT AfSHiSH T T F1 AR T =T T FEEAIETE TR
TEATS YITH! THAT T 90 | FHIT I FIUHATS AT HIETHT ST 3T gfy
q: ST T AT THH FHPIAICTS THICHT HPTe Ja-ITTHT SAaeT WUSTAN GaThl T
AHT TS T o FIUHIREens faator nRusr Jae oy @nw 1w | Reeears aateEr
fagruraTe geE0 | A7 ATTATATS UITH THd 9= |

AT AEaeT wEr ufafte (Entries of forfeiture)

q. drgfea qaawT frsraa IRU@T FARX (When shares have been issued at par)
S HEA TR TeAAT S TR FITH THG TS I GHIAT GHIUH FEAC AT
mar W o 8 | e 3% daadiees sraam e @ T Al @
gty orar Y M | ¥ wea mef e frenr A dsft (Share capital) §9 9
FFETAT AT AHd TRUHT A T TaT Y giaie 1 |
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Date [Particulars LF | Deblt (Rs.) | Credit (Rs.)
Share capital Alc (No. of shares forfeited x called up money per share)  Dr. XXX
To Calls in arrear A/c (No. of shares forfeited x amrear per share)
To Share forfeiture A/c (No. of shares forfeited x paid up money per share)
(Being forfeiture of ........ shares of Rs. ............ for the non payment of ......)

A Company forfeited 500 shares which were issued @ Rs.100 each fully called up

at par for non payment of first and final call Rs.30 per share. Pass the journal for forfeiture.
Solution: Joumal entries

Date |Particulars

Share capital A/c (500 x 100)
To Calls in arrears Alc (500 x 30)
To Shares forfeiture A/c (500 x 70)

(Belng 500 shares are forfeited for nonpayment of first & final call Rs.30 each)

m A Company forfeited 600 shares of Rs.100 each (Rs.80 called up) on which the

shareholder has failed to pay allotment money of Rs.25 per share, first call Rs. 20 and final

call Rs.20 per share is yet to call. Pass the journal entry for forfeiture of shares.
Solution: Joumnal entries

XXX
XXX

LF | Debit (Rs.) | Credit (Rs.)
Dr. 50,000

15,000
35,000

Date |Particulars LF | Deblit (Rs.) | Credit (Rs.)
Share capital A/c (600 x 80) Dr. 48,000
To Calls in arrear A/c (600 x 45) 27,000
To Shares forfeiture A/c (600 x 35) 21,000
(Being 600 shares are forfeited on which 80 Rs. called up for non payment of
allotment and calls)

A Company issued equity shares of Rs.20 each at par. Application and allotment

money Rs.5 and Rs.8 per share are respectively are received in respect of all shares, but the

first call and the second call Rs.4 and Rs.3 per share respectively are not received in
respect of 1000 shares which are therefore, forfeited.

Required: Journal entries for forfeiture

Solution: Joumnal entries
Date |Particulars ) LF | Debit (Rs.) | Credit (Rs.)
Share capital (1000 x 20) Dr. 20,000
To Calls in arrears A/c (1000 x 7) 7,000
To Share forfeiture A/c (1000 x 13) 13,000
(Being share forfeiture for non payment of first and final call money)

2. werwAT fassae ARYST AT (When shares have been issued at premium)

F) AR THH OIS JA TR@SHT (When shareholder pays the amount of
premium): ¥ TRUH FEHT IR TATH T FAGE PrgERar T o0y
sirerar Fae yers gfafte T | 7w s st Pt e

Date |Particulars

LF | Debit (Rs.) | Credit (Rs.)
Dr XXX

Share capital Alc (No. of shares forfeited x called up money per share)
To Calls in arrear Alc (No. of shares forfeited x arrear per share)

X
To Share forfeiture A/c (No. of shares forfeited x paid up money per share) XXX
(Being forfeiture of shares for nan payment of ................ money)

A Company forfeited 700 shares which were issued @ Rs.100 each at 20% premium
for non payment of first and final call Rs.40 per share. Pass the journal for forfeiture.
Solution: Joumal entries

Date |Particulars LF | Debit (Rs.) | Credit (Rs.)
Share capital A/c (700 x 100) Dr. 70,000
To Calls in arrear Alc (700 x 40) 28,000
To Share forfeiture A/c (700 x 60) 42,000
(Being 700 shares are forfeited for non payment of first & final call Rs.40 each)




A Company forfeited 700 shares which were issued @ Rs.100 each at 20% premium
(Rs.80 called up) for non payment of first call Rs.25 per share. Pass the journal for
forfeiture. Amount of premium includes in allotment. X

Solution: Joumnal entries
Date |Particulars LF | Debit (Rs.) | Credit (Rs.)
Share capital A/c (700 x 60) Dr. 42,000
To Calls in arrear Alc (700 x 25) 17,500
To Share forfeiture A/c (700 x 35) 24,500
(Being 700 shares are forfeited for non payment of first call Rs.25 each)

A Company Ltd. forfeited 1000 equity shares of Rs.100 each issued at 10%
premium. These shareholders paid application money Rs.30 per share and allotment Rs.40
per share including premium and did not pays first and final call money Rs.40 per shares.

Solution: Joumnal entries
Date |Particulars LF | Debit (Rs.) | Credit (Rs.)
Share capital A/c (1000 x 100) 1,00,000
To Call in arrears A/c (1000 x 40) 40,000
To Share forfeiture A/c (1000 x 60) 60,000
(Being share forfeiture for nonpayment of first and final call money) A

W) YATHH! TOH QUIUAEE AGA i@d®T (When shareholder fails to pay the amount
of premium): I BT TRTH JATUA TASHN THA FHATATS PHICH ST o
ST IR IS | WA TSR T QA afSHis et faRar g
TR 75 | A ATAEEA I ATSHS TalHr TH [HHT WA 3T 9 JoASH
THT 9fY g IT TR €T | T AW IH GAH THHAT HAC THT
iy e e ufafe 1ftvs | SHeT TeTER TEE T |l

Date [Particulars [LF | Debit (Rs.) | Credit (Rs.)
Share capital Alc Dr. | XXX
Share premium Alc Dr. | XXX
To Calls in arrear Alc | XXX
To Share forfeiture A/c [ X
(Being forfeiture of shares for non payment of ............... money) |
X Company Ltd. issued 20000 shares of Rs.10 each at 20% premium payable as
follows:
On application Rs.2
On allotment Rs.4
On first call Rs.2
On Final call Rs.4

Mr. Mahesh who was holding 500 shares did not pay his allotment first call and final call
his shares were forfeited.
Required: Journalize transaction relating to forfeiture of shares.

Solution: Joumal entrles
Date [Particulars LF [ Debit (Rs.) [Credit (Rs.)
Share capital A/c (500 x 10) Dr. 5,000
Share premium Alc (500 x 2) Dr. 1,000
To Call in arrear Alc (500 x 10) 5,000
To Share forfeiture A/c (500 x 2) 1,000
(Being share forfeiture for non payment of allotment and calls money)

m A Company forfeited 800 shares which were issued @ Rs.100 each at 15% premium
for non payment of allotment and calls Rs.80 per share. The amount of premium includes
in allotment. Pass the journal entries.

Solution: Journal entries B
Dato |Particulars LF [ Debit (Rs.) |Credit (Rs.)
Share capital A/c (800 x 100) Dr. 80,000
Share premium A/c (800 x 15) Dr. 12,000
To Calls in arrear A/c (800 x 80) 64,000
To Share forfeiture A/c (800 x 35) 28,000
(Belng 800 shares are forfeited for non payment of allotment and calls Rs.80)
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m A Company forfeited 800 shares which were issued of Rs.100 each at 15%
premium (Rs.90 called up) on which the shareholder has failed to pay allotment money 9f
Rs45 per share (including premium) and first call Rs.10 per share and final call Rs.25 is
not called. Pass the journal entry for forfeiture of shares.

Solution: Journal entries

Date | Particulars LF | Debit (Rs.) | Credit(Rs.)

Share capital A/c (800 x 75) Dr. 60,000

Share premium A/c (800 x 15) Dr. 12.000

To Calls in arrear Alc (800 x 55) 44,000

To Share forfeiture Alc (800 x 35) - 28,000

(Being 800 shares are forfeited on which Rs.90 called up for non payment of
allotment and calls)

3. geAT faserew RUST JAST TET (Forfeiture of shares issued at discount):
FEAIA Geur FrepraT R Ferd Swa TR gear waer S Hfeedd
vfafe TH{9S | TR g A Beear wfre TR wf daE ge @ A9 H W

~

Date [Particulars s [LF[ Debit (Rs.) | Credit (Rs.)
IShare capital A/c (No. of shares forfeited x called up money per share) Dr XXX
To Discount on issue of shares A/c (No. of shares forfeited x discount per share) XXX
‘ To Calls in arrear A/c (No. of shares forfeited x arrear per share) XXX
To Share forfeiture A/c (No. of shares forfeited x paid up money per share) l XXX
|(Being forfeiture of shares for non payment of ............ money) i

A Company forfeited 1,200 shares which were issued @ Rs.100 each at 15%
discount fully called up for non payment of first and final call Rs.35 each. Pass the journal
entry for forfeiture of shares.

Solution: __Joumal entries
_Date [Particulars % LF | Debit (Rs.) | Credit (Rs.)
Share capital A/c (1,200 x 100) Dr 1,20,000
To Discount on issue of shares Alc (1,200 x 15) 18,000
To Calls in arrear A/c (1,200 x 35) 42,000
To Share forfeiture A/c (1,200 x 50) 60,000
(Being 1,200 shares are forfeited for non payment of first and final call Rs.35)

A Company forfeited 1,200 shares of Rs.100 each issued at a discount of 10% for
non payment of first and final call Rs.20. The second and final call Rs.30 has not been

called.
Bolmtlone b th s vialt i U Joumal enfries : IR
Date |Particulars LF | Debit (Rs.) | Credit (Rs.)_
|Share capital A/c (1,200 x 70) . Dr 84,000
To Discount on issue of shares A/c (1,200 x 10) 12,000
| To Calls in arrears Alc (1,200 x 20) 24,000
f To Share forfeiture A/c (1,200 x 40) 48,000

(Being 1,200 shares were forfeited for the non payment of first call)

WA MRYHT JaR@T Ua: fossma (Re-issue of forfeited shares)
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Journal entries for Re-issue
Conditlons 4% 1 B P R TR s AR
1. Issued at par, forfeiture and reissued at par. |Bank Alc Dr.
LTI G VIR e S e M e i) ToSharecapitalAle
2. Issued at par, forfeilure and reissued at premium Bank Alc Dr.
To Share capital Alc
e s e o e L T e _To Share premivmAc
3. Issued at par, forfeiture and reissued at discount. Bank Alc Dr.
Share forfeiture Alc Dr.
3 DIRS oL W 3k ; To Share capital Alc GBIy 2 D
4. |Issued at discount, forfeiture and reissued at par. Bank Alc Dr.
NI o e g __To Share capital Alc : : s,
5. Issued at discount, forfeiture and reissued at premium Bank Alc Dr.
To Share capital Alc
S SRR A I R 3 g To Share premium Alc
6. Issued at discount, forfeiture and reissued at extra discount |Bank A/c Dr.
Share discount A/lc Dr.
Share forfeiture Alc Dr.

To Share capital Alc_

7. lssued at premium:

a) The amount of premium had been collected: Bank Alc Dr.
i) Re-issued at par R : To Share capital Alc )
i) Re-issue at premium Bank Alc Dr.

To Share capital Alc
To Share premium A/c

lii) Re-issued at discount Bank Alc Dr.
Share forfeiture Alc Dr.
Nk i3 x (s i : ; To Share capital Alc S
b) The amount at premium had not been collected Bank Alc Dr.
i) Re-issued at par Share forfeiture Alc Dr.

To Share capital Alc .
SN AR % s : i) To Share premium Alc

ii) Reissued at discount Bank Alc Dr.
Share forfeiture Alc Dr.

To Share capital Alc
» To Share premium Alc 3

ii) Reissued at premium as equal to original premium [Bank A/c Dr.
To Share capital Alc
To Share premium Alc

VYT THA TRl ATETHT HAes YSira afsadt @ran @i T Ar gsira wfsadiens
FrEATah! SfaEas 4T Ysft vidwnar wmrEe 1t |
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Accounting treatments for re-issue of forfeited shares

1) Re-issue of forfeited shares at par which were originally issued also at par:
Date |Particulars LF[ Debit (Rs.) | Credit (Rs.)
() |{When shares are forfeited:
Share capital A/c (No. of shares forfeited x called up money per share) Dr. XX
To Calls in arrear Alc (No. of shares forfeited x arrear per share) X
To Share forfeiture A/c (No. of shares forfeited x paid up money per share) o
(i) |When forfeited shares are redssued:
Bank Alc Dr. XXX
To Share capital Alc X
(iii) When profit on re-issue of forfeited shares transferred to Capital reserve Alc:
Share forfeiture Alc ' Dr. 00X
To Capital reserve Alc XX

m A Company forfeited 300 shares of Rs.100 each fully called up on which the
shareholder has failed to pay final call of Rs.30 per share. These shares were re-issued for
Rs.100 each fully paid.

Required: Entries for: (a) Forfeiture (b) Re-issue (c) Transfer

Solution:

Joumnal entries

Date

Particulars

LF| Debit (Rs,)

Credit (Rs.)

(a)

(b)

©

When shares are forfeited:
Share capital A/c (300 x 100)
To Calls in arrears A/c (300 x 30)
To Share forfeiture A/c (300 x 70)
(Being 300 shares were forfeited for the non payment of allotment and calls)

Dr.

When forfeited shares are re-issued:
Bank A/c (300 x 100)
To Share capital A/c (300 x 100)
(Being 300 forfeited shares were re-issued @ Rs.100 each)

Dr.

When profit on re-Issue of forfeited shares transferred to capital reserve Alc:

Share forfeiture Alc Dr.
To Capital reserve Alc

(Being profit on re-issue of forfeited shares transferred to capital reserve Alc)

30,000

30,000

21,000

9,000
21,000

30,000

21,000

2)

Re-issue of shares at discount, which were originally issued at par:

Date

Particulars

LF| Debit (Rs.)

Credit (Rs.)

(i)

(ii)

(iii)

When shares are forfeited:

Share capital A/c (No. of shares forfeited x called up money per share)
To Calls in arrear A/c (No. of shares forfeited x arrear per share)
To Share forfeiture A/c (No. of shares forfeited x paid up money per share)

Dr.

When forfeited shares are re-issued:

Bank Alc Dr

Share forfeiture A/c (Discount allowed at the time of re-issue/Extra benefit given) Dr
To Share capital Alc

When profit on re-ssue of forfeited shares transferred to Capital reserve Alc:
Share forfeiture Alc Dr.
To Capital reserve Alc

XXX

XXX
XXX

XX

XXX
XXX

XXX

[MEEEPE A Company forfeited 500 shares of Rs.100 each fully called up on which a
shareholder has failed to pay allotment of Rs.30 per share and Rs.20 per share on first and
final call. These shares were re-issued for Rs.85 each fully paid.

Required: Journal for: (a) Forfeiture (b) Re-issue and (c) Transfer

Solution: k Joumal entries ) e
Date |Particulars LF[ Debit (Rs.) [ Credit (Rs.)
(a) [Share capital A/c (500 x 100) Dr | 50,000
To Calls in arrears Alc (500 x 50) 25,000
To Share forfeiture A/c (500 x 50) 25.000

(Being 500 shares were forfeited for the non payment of allotment and call)
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(b) [Bank Alc (500 x 85) Dr. 42,500
Share forfeiture A/c (500 x 15) (Extra benefit given) Dr. 7,500
To Share capital A/c (500 x 100)
Being 500 forfeited shares were re-issued at @ Rs.85 each fully paid)
(c) [Share forfeiture Alc (35 x 500) Dr. 17,500
To Capital reserve Alc
(Belng profit on re-issue of forfeited shares transferred to Capital reserve Alc)

m A Company forfeited 500 shares of Rs.100 each fully called up on which a
shareholder has failed to pay allotment of Rs.30 per share and Rs.20 per share on first and
final call. Out of forfeited shares, only 300 shares were re-issued for Rs.85 each fully paid.
Required: Journal for: (a) Forfeiture (b) Re-issue and (c) Transfer

50,000

17,500

Solution: Joumal entries

Date |Particulars LF| Deblit (Rs.) | Credit (Rs.)

(a) |Share capital A/c (500 x 100) Dr. 50,000
To Calls in arrears A/c (500 x 50) 25,000
To Share forfeiture A/c (500 x 50) 25,000

Being 500 shares were forfeited for the non payment of allotment and call)

(b) [Bank A/c (300 x 85) Dr. 25,500

Share forfeiture A/c (300 x 15) (Extra benefit given) Dr. 4,500
To Share capital Alc (300 x 100) 30,000

Being 300 forfeited shares were re-issued at @ Rs.85 each fully paid)

(c) |Share forfeiture A/c (35 x 300) Dr. 10,500

To Capital reserve Alc 10,500

(Being profit on re-issue of forfeited shares transferred to Capital reserve Alc)

3) If the forfeited shares are re-lssued at premium, which were originally issued at
par:

Date {Particulars LF| Debit (Rs.) | Credit (Rs.)
() |When shares are forfelted:
Share capital A/c (No. of shares forfeited x called up money per share) Dr. XXX
To Calls in arrear Alc (No. of shares forfeited x arrear per share) XXX
To Share forfeiture A/c (No. of shares forfeited x paid up money per share) XK
(i) |When forfeited shares are re-Issued:
Bank A/c Dr. XXX
To Share capital Alc XXX
To Share premium XXX
(iii) |When profit on re-Issue of forfeited shares transferred to capltal reserve Alc:
Share forfeiture A/lc Dr XXX
To Capital reserve Alc XXX

A Company forfeited 1,000 shares which were issued at Rs.100 each at par for non-
payment of final call of Rs.30 per share. These shares were re-issued at Rs.110 per share
fully paid.

Required: Journal for: (a) Forfeiture (b) Re-issue and (c) Transfer
Solution: Joumnal entries

Date |Particulars LF| Debit (Rs.) | Credit (Rs.)

(a) [When shares are forfeited:

Share capital A/c (1000 x 100) Dr. 1,00,000

To Calls in arrears A/c (1000 x 30) 30,000

To Share forfeiture A/c (1000 x 70) 70,000

(Being 1,000 shares were forfeited for the non payment of final call)

(b) |When forfelted shares are re-issued:

Bank A/c (1000 x 110) Dr. 1,10,000
To Share capital A/c (1000 x 100) 1,00,000
To Share premium A/c (1000 x 10) 10,000

(Being forfeited shares are re-issued @ Rs.110 each)

(c) |When profit on re-Issue of forfeited shares transferred to Capital reserve Alc:

Share forfeiture Alc Dr 70,000
To Capital reserve Alc 70,000

(Being profit on re-issue of forfeiture shares transferred to capital reserve account)
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A Company forfeited 1,000 shares which were issued at Rs.100 eacl.t at par for non-
payment of final call of Rs.30 each. Out of these, only 400 shares were re-issued at Rs.110
per share fully paid.
Required: Journal for: (a) Forfeiture (b) Re-issue and (c) Transfer

Solution: Journal entries

Date [Particulars LF [ Debit (Rs.) | Credit (Rs.)

(a) |When shares are forfeited:

. Share capital A/c (1000 x 100) Dr. 1,00,000

To Calls in arrears Alc (1000 x 30) 30,000

To Share forfeiture A/c (1000 x 70) : 70,000

(Being 1000 shares were forfeited for the non payment of final call)
(b) |When forfeited shares are re-issued:

Bank Alc (400 x 110) Dr. 44,000
To Share capital A/c (400 x 100) 40,000
To Share premium A/c (400 x 10) 4,000

(Being 400 forfeited shares are re-issued @ Rs.110 each)
(c) |When profit on re-issue of forfeited shares transferred to Capital reserve Alc:
Share forfeiture A/c (400 x 70) Dr. 28,000
To Capital reserve Alc 28,000
(Being profit on re-issue of forfeiture shares transferred to capital reserve Alc) £
UTETELIERE X Company Ltd. forfeited 200 shares of Rs.10 issued at par held by Mr. R for non-
payment of first call Rs.2 and final call Rs.3 per share. These shares were re-issued to Mr.
G at Rs.10 per share as fully paid.

Required: Journal for: (a) Forfeiture (b) Re-issue and (c) Transfer

Solution: Journal entries
Date [Particulars LF| Debit(Rs.) | Credit(Rs.)
a. |When shares are forfeited:
Share capital Alc (200 x 10) Dr. 2,000
To Calls in arrears Alc (200 x 5) 1,000
To Share forfeiture A/c (200 x 5) 1,000

Being 200 shares were forfeited for the non payment of calls money)

b. |When forfeited shares are re-issued:

Bank A/c (200 x 10) Dr. 2,000
To Share capital A/c (200 x 10) 2,000

(Being 200 forfeited shares are re-issued @ Rs.10 each)

c.  |When profit on re-issue of forfeited shares transferred to Capital reserve Alc:

Share forfeiture Alc Dr. 1,000
To Capital reserve Alc 1,000

(Being profit on re-issue of forfeiture shares transferred to capital reserve Alc)

Y Company Ltd. forfeited 500 shares of Rs.100 issued at par for nonpayment of
allotment and calls money Rs.60 per share. These shares were reissued at Rs.90 per share
as fully paid. ;

Required: Journal for: (a) Forfeiture (b) Re-issue and (c) Transfer
Solution: Joumal entries

Date |Particulars LF | Debit(Rs.) | Credit(Rs.)

a. |When shares are forfeited:

Share capital Alc (500 x 100) Dr. 50,000

To Calls in arrears Alc (500 x 60) 30,000

To Share forfeiture Alc (500 x 40) 20,000
(Being 500 shares were forfeited for the nonpayment of allotment and calls money) '

b. [When forfeited shares are re-issued:

Bank Alc (500 x 90) - Dr. 45,000
Share forfeiture Alc (500 x 10) Dr. 5,000
To Share capital Alc (500 x 100) 50,000

'(Being 500 forfeited shares are re-issued @ Rs.90 each)

(% iWhen profit on re-issue of forfeited shares transferred to Capital reserve Alc:
{Share forfeiture Alc Dr. 15,000
! To Capital reserve Alc 15,000

|(Being profit on re-issue of forfeiture shares transferred to capital reserve Alc)
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(MY A Company Ltd. forfeited 2000 shares of Rs.100 issued at 10% discount for
nonpayment of first and final call Rs.20 per shares. These shares were reissued at Rs.70 per
share as fully paid.

Required: Journal for: (a) Forfeiture (b) Re-issue and (c) Transfer
Solution: Journal entries

Date |Particulars LF]
a. |When shares are forfeited: i
Share capital Alc (2000 x 100) 3 Dr. 2,00,000! 4
To Share discount Alc (2000 x 10) | 20,000
To Calls in arrears A/c (2000 x 20) | 40,000
To Share forfeiture A/c (2000 x 70) i 1,40,000

(Being 2000 shares were forfeited for the nonpayment of calls money) |
b. |When forfeited shares are re-issued: i
Bank A/c (2000 x 70) Dr. 1,40,000
Share discount A/c (2000 x 10) Dr. 20,000}
Share forfeiture A/c (2000 x 20) Dr. 40,000
To Share capital A/c (2000 x 100) [ | 2.00,000

(Being 2000 forfeited shares are re-issued @ Rs.70 each) | |
c. |When profit on redssue of forfeited shares transferred to Capital reserve Alc: |
1
|

B

[Debit (Rs.] : Credit {Rs.)

1,00,000/
. 1,00,000

Share forfeiture Alc Dr.
To Capital reserve Alc
(Being profit on re-issue of forfeiture shares transferred to capital reserve A/c)

MRy B Company Ltd. forfeited 300 shares of Rs.50 issued at 10% premium for
nonpayment of first and final call Rs.10 per shares. These shares were reissued at Rs.40 per
share as fully paid.

Required: Journal for: (a) Forfeiture (b) Re-issue and (c) Transfer
Solution: Joumal entries
Date [Particulars LF|Debit (Rs.) Credit (Rs.)
a. |When shares are forfeited: | !
Share capital A/c (300 x 50) Dr.
To Calls in arrears Alc (300 x 10)
To Share forfeiture A/c (300 x 40)
(Being 300 shares were forfeited for the nonpayment of calls money)
b. !When forfeited shares are re-Issued:
Bank Alc (300 x 40) Dr. ‘
Share forfeiture A/c (300 x 10) Dr. |
|

15,000
3,000
12,000

To Share capital A/c (300 x 50)

|(Being 300 forfeited shares are re-issued @ Rs.40 each)

c. |When profit on re-issue of forfeited shares transferred to Capital reserve Alc:
Share forfeiture A/c Dr.

15,000

To Capital reserve Alc |
(Being profit on re-issue of forfeiture shares transferred to capital reserve A/c) |

S Company Ltd. forfeited 400 shares of Rs.10 issued at 20% premium for
nonpayment of allotment and calls Rs.7 per shares. These shares were reissued at Rs.9 per
share as fully paid.

Required: Journal for: (a) Forfeiture (b) Re-issue and (c) Transfer
Solution: Journal entries I R e r W
Date |Particulars LF|Debit (Rs.) | Credit (Rs.)
a. |When shares are forfeited: i

Share capital A/c (400 x 10) Dr. |
Share premium A/c (400 x 2) Drystibg)
To Calls in arrears Alc (400 x 7) i .
|
!
|
I
|

, 9,000

4,000/
800,

L 280

| 2,000

To Share forfeiture A/c (400 x 5) f
(Being 400 shares were forfeited for the nonpayment of allotment and calls) |
b. |When forfeited shares are re-issued: i
Bank A/c (400 x 9) Be. =

|
1

3,600!
Share forfeiture A/c (400 x 3) Dr. 1,200!
To Share capital A/c (400 x 10)

To Share premium A/c (400 x 2)

|
|(Being 400 forfeited shares are re-issued @ Rs.9 each) le
|
|

4,000
800

c. |When profit on re-Issue of forfeited shares transferred to Capital reserve Alc:

Share forfeiture Alc Dr.
To Capital reserve Alc f

(Being profit on re-issue of forfeiture shares transferred to capital reserve Alc) o4

9,000
9,000
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ST TR JaR qUT FuaT forsarem afga
(When all forfeited shares are not reissued)
uﬁmnﬁ@ﬁ%mgq:mmﬁa‘wmgmmmaﬁmgm
ﬁwnﬁ@mmﬁwﬁfmﬁwﬁmuﬁaﬁmmlﬁ freprerT
RTH HETHT AT A STHT Tl THAATE JIT STHT @I TR T TATE TR
TRSTRH 3T §oft v g it |
M Company Ltd. forfeited 600 shares of Rs.100 each issued at 10% discount for
non- payment of allotment and calls money Rs.60 per share. Out of these 400 shares were
re-issued at Rs.85 per share as fully paid.
Required: Journal for: (a) Forfeiture (b) Re-issue and (c) Transfer

Solution: Journal entries
“Date |Particulars LF[Debit (Rs.) | Credit (Rs.)
a. [When shares are forfeited:
{Share capital A/c (600 x 100) Dr. 60,000
| To Share discount A/c (600 x 10) 6,000
| ToCalls in arrears Alc (600 x 60) 36,000
To Share forfeiture A/c (600 x 30) 18,000

F@eing 600 shares were forfeited for the nonpayment of allotment and calls)
b. When forfeited shares are re-issued:

|Bank A/c (400 x 85) Dr. 34,000
|Share discount A/c (400 x 10) Dr. 4,000
fShare forfeiture A/c (400 x 5) Dr. 2,000
| To Share capital A/c (400 x 100) 40,000

;LSeiqg 400 forfeited shares are re-issued @ Rs.85 each)

c. |When profit on re-Issue of forfeited shares transferred to Capital reserve Alc:
|Share forfeiture Alc Dr. 10,000
| ToCapital reserve Alc 10,000

|(Being profit on re-issue of forfeiture shares transferred to capital reserve A/c)

Sifte SITaqa U1 WA dfethaaT JaRET FHT

(Forfeiture of shares when there is an over-subscription & pro.rata allotment)

mmmmmmmmmﬁmﬁﬁmm%

mmmmwmﬁﬁwlmmwmﬁm

HAH T S e Prefafad e w@ e

) mmmmmmmﬁmﬁ,

@) ASHS TCH FATATE IFAGTHT Ieerg HUFT Y U 7T,

M) mmmmmmmmﬁrmmmm
mmmﬁrmmgmmmmmr
HOTEEHT FHIENE T,

) amafaﬁaﬁmﬁuhwﬁrmwmaa&w@%mmmm
frafoor 7 T A1 =TT s A e sfafe T

m Khwopa Ltd. had allotted 5000 shares to the applicants for 7000 shares on a
pro.rata basis. The amount payable was Rs.2 on application, Rs.5 on allotment (including
premium of Rs.2 each), Rs.3 on first call and Rs.2 on final call. Narayan failed to pay the
first and final call on his 300 shares. All shares are forfeited and out of them 200 <. i
were re-issued @ Rs.9 per share. Give the accounting entries and also state the amount to
be credited to capital reserve.

Required: Journal entries
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Solution: Journal entries

LF[Debit (Rs.) | Credit (Rs.)
a. Bank A/c Dr. 14,000

To Share application Alc | 14,000
Being share application money received on 7000 shares of Rs.2) |
b. |Share application A/c Dr. . 14,000'

To Share capital A/c (5000 x 2) t 10,000
To Share allotment A/c (5000 x 0.8) ; | 4,000
(Being shares application money transferred) !
c. |Share allotment Alc Dr. 25,000/

To Share capital Alc i 15,000

To Share premium Alc { 10,000
(Being share allotment money due on 5000 share of Rs.5 with premium Rs. 2) |
Bank Alc 21,000,

To Share allotment A/c (25,000 — 4,000) | 21,000
(Being share allotment money received after adjustment of share application {
money) i
Share first call A/lc Dr. 15.000§

To Share capital A/lc 15,000
(Being share first call money due on 5000 share of Rs.3)
Bank A/c Dr. 14 100[

Calls in arrears A/c (300 x 3) Dr. 900!
To Share first call Alc 15,000

Being share first call money received except 300 shares) l

Share final call Alc Dr. 10,000]

To Share capital Alc | 10,000
(Being share final call money due on 5000 share of Rs.2) i
Bank Alc Dr. 9,400|
Calls in arrears A/c (300 x 2) Dr. 600,

To Share final call A/lc i 10,000
(Being share final call money received except 300 shares) i i
Forfelture: f
Share capital A/c (300 x 10) Dr. 3,000‘

To Calls in arrears Alc (300 x 5) ! :

To Share forfeiture A/c (300 x 5) | 1,500
|Being share forfeiture for non payment of first and final call money) |
Re-issue: i
Bank A/c (200 x 9) Dr. 1,800!

Share forfeiture A/c (200 x 1) Dr. 200

To Share capital A/c (200 x 10) ! 2,000
(Being forfeited shares re-issued at Rs.9 per share) |
Transfer: i
Share forfeiture Alc Dr. 800]

To Capital reserve Alc ! 800
(Being gain on share forfeiture transfer to capital reserve) !

Working Note:

Applied Allotted
7000 5000
Revise application rate for pro.rata group

No. of shares applied x Application rate 7000 x 2

7 No. of shares alloted ="5000 - Rs28

[Distn'bution of excess rate Rs.2.§]

bgghcahon Rs. 2] Ellotment Rs.0. g

AT FRINUR (Share Underwiting)

ARG Tt FHTSr ST T 49T qur Foorgs fesst o quf wqur feard e sreferd
AT 9 | O T A9dS FEEES gdauroard 89T fresge mef @9t et A8y
FOIEAT &1 WUHE & FRAews et e e 9 IwEeft g 1 afe wepel s
FaEEH fer THCHT A ST TRateEer fasmt TTEr IEE FRE T @i TEe | e
Frd MaEga AbrRdeea e o wfmT o | s straT fafor Tef e g
Fatars e 3t e T faEt qegene frafor afs )
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SfPiTaeaiaE ¥R frseTaw (Issue of shares to underwiters)

i S e sfriasaters SHET I8 T | SHET Tes ' fagare iy
wF | Afe sfiriyrsatard ¥t St MT ST yeT TRuEr sEemr frefafed 9T @R
| :

Date Particulars - LF| Debit (Rs.) | Credit (Rs.)
a. IUnderwriu'ng commission Alc Dr. XXX
{ To underwriter Alc XXX
! (For Underwriting commission @......% allowed to the underwriter)
b. |Underwriter Alc Dr. X
| To Equity share capital A/c XXX
{(For Issue of Shares Res....... each as fully paid to the underwriter)

A Company offered 100000 shares of Rs.10 each for public subscription. Mr. X the
whole shares at 2% commission, public subscribed only 80000 shares which are paid in
full. Mr. X takes up the remaining 20000 shares and settles their account.

Required: Journal entries
Solution: Journal Entries

_Date |Particulars LF| Debit (Rs.) | Credit (Rs.)
a. |BankAlc Dr. 8,00,000

| To Share capital Alc 8,00,000

|(For 80,000 shares are subscribed and paid in full)
b. |XsAlc Dr. 2,00,000
To Share capital Alc 2,00,000

T

c. |BankAlc Dr. 1,96,000
Underwriting commission A/lc Dr. 4,000

To X's Alc 2,00,000
i(For amount of shares received charging @ 2% commission on issue price of
shares)

AT (Brokerage)

F A 91 WIS A& FIAEER FIT TAT FOT Ao T AR agemd Hrad fory ™ 57
FH Mo TEAE A D | TeaeEd ¥9T qUT AN d9ENd FhE e | 3w
Firaaar 7T g Taeaw gmpariare fuftr M | gl TRE O wEREr $efra et @,
HFR THATE Fraeradl Frafaas ufafe 1ies |

WU/ YaRIGEEATs QA% fashtaa (Issue of shares to promoters)
I/ a4 T F1 TF Afth a1 ARGEEH OYF o, T IS 937 R qqhrRor

TaHeEars aal Nt fequd afre g9 1| 3% nitafis Ted w9ar a1 ¥ s v R
i | afe 9T Il TR gagareard nitgfyes fogar a7 fregsrsr df=t @R afts-
DatefPaticae. o0 L o R DR [ CreaiRe,)
b. |Goodwill A/lc Dr. XXX
| To Share capital Alc XXX
|(Being issue of ......... shares of Rs...... each to promoter for their remuneration)

Bhaktapur Finance Ltd. has issued 3000 equity shares of Rs.100 each to the
promoters for their service.

Required: Journal entries

Solution: TR =5 LA . s S Journal Entries
‘Date |Particulars _ / LF] Debit (Rs.) | Credit (Rs.)
" b, |Goodwill Alc Dr. 3,00,000
| To Share capital Alc 3,00,000
f(Being issue of 3000 shares of Rs.100 each to promoter for their remuneration)




i gis g | aom) et 39
TGRS STAST AN JaARHT fersaprae
(Issue of shares in consideration for other than cash) .
TR TATGAT §aT et FaTATHT Wb AHETT T A1 FAH @R T a1 quf FE
T FEHIH T T T G0 | FA GoATeEET FAAT 9T AR b gefes @it
T 9 | f s fafire el gareTeRae o @iy e | wrdehe e awh

I FEAEE WRE T GEHT TR TEHr qur FAEE T qw | STuEr S wS, B,
AiEEET AT weRT T w9 |

W FrH wfies @it T IR I 79 s agens @ty wfie mHer wift Sl weE
o s | aft werier orE FEEer @ Al qur afie @ite T ST 99T S e @
JEATE FaET @ig T @it Jax frerrae i s |

T @t aur gef afeir sl davar fssma (In connection with issue of

simares for assets purchase or business purchase)
9. @RgH=@r fuiRUT (Determination of purchase price/ purchase consideration)
F)  TEAE eomt fafr (Lump- sum method): taq® Yt fafuare @fte geg Frafwor af
A WREqer g3ar & wfiteqe frafor mi fgus w1
@ g7 Wt fafer (Net payment method): 7@ fafiare @ffeyer fraftr waf fresmm
TREH FATATE FATH TS O D | FACH T Fleer A& [T € 97 Fear
GTHT qAUT TATIHT TS |
i)  Purchase consideration = No. of shares issue to vendor company x Par value

ii) Purchase consideration = No. of shares issue to vendor company x (Par value +

Premium)
iii) Purchase consideration = No. of shares issued to vendor company x (Par value -
Discount)
™ @z @t fafir (Net assets method): aw fafiare wfteges fruftr naf fr=fafaq
wrfietor fmfor -
I{Purchase consideration = Assets taken over — Liability taken over + Gocdwill }

2. Wewfaar smurAT fuiRor afvger eferwmmT Javar sgear BuiRor 7@ (Detenmination of

number of shares to be Issued to pay the agreed purchase consideration)
afts g7 o 3 feguar sy, dan geEn fraftr W g 1 S aw ger Fufor
T=s-

. e e

(Purchase consideration) _ ‘

(Par value of shares + premium -dis&)unt) g :
3. wafa @ur qiftcer uftae T WER IR (Identifying assets and Mability taken by

purchasing company)

Het A= ufed wwf T aifer uiwm o | awfieeerd e Meaw yfafe

R W Ffae qur @fteqerens Hfezaw wfafe 1fws | afe faeas @ anpr s @nfa

(Goodwill) & sfafafue & o Hfseaw wrpr wear §sfre wfssedt (Capital reserve) @rdTHT

AT THAR ARE T | TmeRr =T 9 s sEt aa aits

wrafer wur e @iy Tier seemE (Condition of business purchase)

%) el AT @Y weier sawmr (When assets purchased only

| Number of shares =




)

35wt dambfa
In the book of purchasing Company
Journal entries
S. No. Particulars LF[ Debit (Rs.) | Credit (Rs.)
|For Assets taken over (If credit side > Debit side):
|Sundry Assets Alc Dr. X0
{Goodwill Alc Dr. 20X
| To Vendor Alc o
Being assets taken over]
For Assets taken over (If credit side < Debit side):
Sundry Assets Alc Dr. 0
To Vendor Alc Q00
To Capital reserve Alc 200
[Being assets taken over]
For Assets taken over (If credit side = Debit side):
Sundry Assets Alc Dr. XXX
i To Vendor Alc 20
| [Being assets taken over]
For Paid to vendor:
1Vendor Alc Dr. XXX
:Share discount Alc (If any) Dr. XX
| To Share capital Alc XXX
f To Share premium A/c (If any) XXX
| To Bank Alc XXX
|[For Paid to vendor by issuing shares and balance in cash if any]

W) WEEE ar gRfa qur g @ftg Tgfer stawamT (When Business purchased or assets

and liabilities taken over) ,
In the book of purchasing Company
Journal entries

Credit (Rs.)

_S. No. |Particulars LF! Debit (Rs.)
1.

‘For assets and liabllity taken over:

{Sundry assets Alc Dr.

Goodwill Alc Dr.
To Sundry liability A/lc

| To Vendor Alc

| [For Business taken over]

1 —_—
Sundry assets A/lc A Dr.
To Sundry liability Alc
To Vendor Alc
To Capital reserve Alc
|[For Business taken over]
2. [For Paid to vendor:
‘Vendor Alc Dr.
{Share discount A/c X Dr.
| To Share capital Alc
i To Share premium Alc
| To Bank Alc
|[For Paid to vendor by issuing shares and balance in cash if any]
3. [ForlIssue of shares on cash:
'Bank Alc Dr.
|Share discount A/c Dr.
To Share capital A/c
] To Share premium Alc
i[For Issue of shares on cash]

g 8

XXX
XXX

XXX
XXX

g8

-3

A Company Limited issued 5000 equity shares of Rs.100 each to purchase the

business of Z Company Ltd. The assets and liabilities are as follows:

Fixed assets Rs.4,00,000
Current assets Rs.3,00,000
Current liabilities Rs.1,50,000

The Company also issued 3000 shares of Rs.100 each with 10% discount.
Required: Journal entries

Solution: Journal Entries



T e | e dmltr

LF Debit (Rs) | Credit (Rs.)

1. [For assets and liability taken over:
Fixed Assets Alc Dr. 4,00,000|
Current Assets Alc Dr. 3,00,000!
To Capital reserve Alc { 50,000
To Current liability Alc {150,000
To Vendor Alc (Z Company Ltd.) i 5,00,000
|[For Assets and liability taken over]
2. |[For payment made to Z Company Ltd.: . i
Vendor Al/c (Z Company Ltd.) Dr. 5,00,000}
To Share capital Alc |  5,00,000
([For Issued of shares to Z Company Ltd. for payment made to Z Company Ltd.. !
3. |Forlssue of shares on cash: e !
Bank A/c (3000 x 90) Dr. | 2.70.0002
Share discount A/c (3000 x 10) Dr. | 30,000}
To Share capital A/c (3000 x 100) | i 3,00,000
[For Issue of shares on cash with 10% discount] B l

Zonal Company has been registered with the capital of Rs.40,00,000 divided into

40,000 shares of Rs.100 each. The company issued 10000 shares at a premium of 10% to
purchase the following assets and liabilities of a District company:

Land and building 4,00,000 Plant and machinery 3,00,000
Sundry creditors - 2,50,000 Stock in trade 2,50,000
Sundry debtors 4,00,000 Furmniture and fixtures 3,00,000

The company also issued 10000 shares for cash at 5% discount.
Required: a) Entry for purchase of assets and liabilities and issue of share for cash
b) Opening balance sheet of the company after issue of above shares

Solution: (a) Journal Entries Fes IR IR 0
Date Particulars i SR LE] L DetIt o] Cradit
(a1) |When assets and liabilities are taken over: TR ; 5
Land and building Alc Dr.| |  4,00000f
Plant and machinery Alc Dr., | 300000
Stock in trade A/c DRl 250,000/
Sundry deblors Alc ; Dr| | 400000
Fumiture and fixture A/c Dr.| | 300000
To Sundry creditors Alc [ i 250,000
To District company Alc (Purchase consideration) {52) | 11,00,000
To Capital reserve Alc 2| | 300,000
(Being assets and liabilities purchased from the District company) ydl {
(a2) {When purchase consideration is paid: | ‘I ;
Distrfct company Alc Dr.i | 11,0000
To Share capital A/c (10000 x 100) i | { 10,00,000
To Share premium A/c (10000 x 10) By | 100,000
(Being issue of 10000 shares to District company for the payment of assets purchased) ! i |
(as) |Share issued for Cash as [umpsum payment: =5 i
Bank A/c (10000 x 95) i | 950,000
Discount on issue of share A/c (10000 x 5) or.| | 50,000
To Share capital Alc (10000 x 100) b {10,00,000
(Being 10000 shares issued of Rs.100 each at Rs.95) L2} '
(b) Opening Balzance Sheet s A
Capital and liabilities H Amount | Assets Amount
Authorized Capital: Gl [Land and BUIING.....e.v. oo erreereerrcs .| 400,000
40000 Equity shares @ Rs.100 €ach................... 40,00,000/ Plant and machinery.... | 300000
Issued capital: i FUMItUre and fIXMUTE. ..oocooevsevrcosssscrnin o | 3,00,000
20000 shares @ Rs.100 aCh........cccoeevoroorvvvsesiennn 20,00,000 | Sundry debtors 4,00,000
Share premium (10000 @ RS.10).......ccvreccoccererssssinene 1,00,000 | Stock in trade 2,50,000
Capital reserve 3,00,000 ’ Bank (10000 x 95) (issue of share at cash) ... .| 9,50,000
Sundry creditors. 2,50,000  Discount on issue of share (10000 x 5).. e | 50,000
26,50,000| SRR Y )

il \\_\
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Issue of share for cash

A Company Ltd. invited application for 10,000 shares of Rs. 100 each. The calls are made
as follows:

On Application . Rs.30
(©, 10701 (o7 011:11 | oo oo s S S Rs.40
On First and final call................oooonen. Rs.30

Applications were received for 14000 shares. No allotment was made to 1000 applications.
Rest were allotted on the pro.rate basis. All money was duly received except a holder
holding 100 shares, failed to pay on first and final call money.

Required: Entries for: i) Application ii) Allotment iii) First and final call

Solution: Journal Entries
Date | _Particulars [LFT_ "Debit | Credit
a- |BankAlc Dr. | 420,000
To Share application Alc ' 4,20,000
| (Being share application money received on 14000 shares of Rs.13) ’ I
b. {Share application Alc Dr. 4,20,000/
i ToShare capital A/c (10000 x 30) i | 300000
! To Share allotment A/c (10000 x 9) { 1 90,000
i To Bank A/c (1000 x 30) | i 30,000
| (Being share application money transfer and balance refunded) } |
c. |Share allotment Alc Dr. I 4,00,000,
i To Share capital Alc i 4,00,000
{(Being share allotment money due on 10000 shares of Rs.40) ! |
d. 'BankAlc Dr.] | 3,110,000
| To Share allotment Alc | ! 3,0,000
(Being share allotment money received after adjustment of excess share application money) | {
e. ' Share firstand final call Alc Dr.| |  3,00,000
| ToShare capital Alc i ;3,00,000
{{Being share first and final call money due on 10000 shares @ Rs.30) i f
f. "Bank Alc (3500 x 30) Or.| | 297,000
i Call in arrears Alc (100 x 30) Dr. | 3,000/
! ToShare first and final call Alc | | 3,00,000

| (Being share first and final call money received except 100 shares) i
Working Note: :
Group Applied Allotted Reject

i. 1000 - 1,000
ii. 13000 10000 =
Total 14000 10000 1,000

Revise application rate for pro.rata group
_ No. of shares applied x Application rate 13000 x 30

. No. of shares alloted T e
Distribution of excess rate Rs.39|
Application Rs.30] Allotment Rs.9
lllustration'=4
A Limited company issued 10,000 shares of Rs.100 each payable as follows:
On application ..................... Rs.30 per share
On allotment ....................... Rs.50 per share
On first and final call........... Rs.20 per share

Applications were received for 16000 shares. No allotments were mad_(e to 2000 shares and
the remaining shares were allotted as under: A

6000"Applicants 2 sl SO R s e Full

3000 Applicants
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All excess amount paid on applications are to be adjusted against due on allotment and
subsequent calls. Shares were fully called and paid up except one shareholder to whom
500 shares were allotted failed to pay the first and final call money and hence his shares
were forfeited.
Required: Journal entries for: i) Share allotment ii) First and final call
iii) Share forfeiture G
Solution: Journal Entries
Date | Particulars LF| Debit | Credit
a |Share allotment Alc Dr. 5,00,000
To Share capital Alc 5,00,000
(Being share allotment money due on 10000 shares of Rs.50)
b. {BankAlc Dr. 3,80,000
To Share allotment A/c (5,00,000 — 4000 x 30) 3,80,000
(Being share allotment money received after adjustment of excess share application money)
c. |Share firstand final call Alc Dr. 2,00,000
To Share capital Alc 2,00,000
(Being share first and final call money due on 10000 shares of Rs.20)
d. |BankAlc Dr. 1,80,000
Calls in arrears A/c (500 x 20) Dr. 10,000
To Share first and final call Alc | !
(Being share first and final call money received except 500 shares) I
e. |Forfeiture: 50,0001’
|
|

2,00,000

Share capital A’c (500 x 100) Dr.
To Calls in amrears Alc (500 x 20) !
To Share forfeiture (500 x 80) ‘

(Being forfeiture of shares for non payment of first and final call monay) | |

10,000
40,000

Working Note:

Group Applied Allotted Reject
i. 2000 - 2000
ii. 6000 6000 -

iii. 8000 4000 -
Total 16000 10000 2000

Revise application rate for pro.rata group
_ No. of shares applied x Application rate 8000 x30 Rs.60
No. of shares alloted e na000 2 " v

Distribution of excess rate Rs.60)

App 0 /Allotment Rs.3§

lllustration - 43
: A Limited company offered 5000 shares of Rs.100 each for public subscription, payable
Rs.30 on application, Rs.20 on allotment and Rs.50 on first and final call. Applications
were received for 6000 shares and allotted them in the following manner:
Group = Share applied Shares allotted

A 4000 4000 ’
B 2000 1000 ; r
The board resolved that the excess amount received on application is to be utilized on !

allotments and call money. All the money were duly received.
Required:Journal entries for: application, allotment and first and final call
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lllustration - 45
A Limited Company issues 5000 shares of Rs.100 each payable as follows:
On application Rs.20
On allotment Rs.30
On first call Rs.20
(0, ) vVt e s e e R i Rs.30

Application were received for all shares and allotted accordingly. A shareholders' to
whom 50 shares were allotted, paid the entire sum on allotment call. Directors accepted

the payment.
Required: Journal entries for: i) Allotment call ii) First call
Solution: Joumal Entries
Date |Particulars LIF| Debit(Rs) | Credit (Rs)
a. |Share allotment A/c (5000 x 30) Dr. 1,50,000
To Share capital Alc 1,650,000
(Being share allotment money due on 5000 share @ Rs.30 each) z
b. |BankAlc Dr. 1,52,500
To Share allotment Alc 1,50,000
To Calls in advance A/c [50 x (20 + 30)] 2,500
(Being share allotment money received)
c. |Share firstand Final call A/c (5000 x 20) Dr. 1,00,000
To Share capital Alc 1,00,000
Being share first and final call money due on 5000 @ Rs.20 per share)
d. [BankAlc : : Dr. 99,000
Calls in advance Alc (50 x 20) Dr. 1,000
To Share first call Alc 1,00,000
(Being share first call money received )

Illustration — 46

The following information relating to share are given:
i.  Issued 10000 shares of Rs.100 each.
ii. Applications were received for all the shares @Rs.50 each.
iii. All allotment calls was made and money were duly received except a holder holding
100 shares failed to pay at the rate of Rs.50 per share.
Required: Journal entries for application and allotment
Solution: Joumal Entries
Date |Particulars LJF | Debit (Rs.) |Credit (Rs.)
a. |BankAlc ! Dr. 5,00,000
To Share application A/c (10000 x 50) 5,00,000
(Being share application money received on 10000 shares @ Rs.50 per share.)
b. |Share application Alc Dr. 5,00,000
To Share capital Alc 5,00,000
(Being share application money transferred to share capital)
c. |Share allotment Alc Dr. 5,00,000
To Share capital Alc 5,00,000
(Being share allotment money due on 10000 shares @ Rs.50 per share)
d. |[BankAlc Dr. 4,95,000
Calls in arrear A/c (100 x 50) Dr. 5,000{  5,00,000
To Share allotment Alc
(Being share allotment money received)

\llustration — 47|
A company issued 5,000 shares or Rs. 100 each, payable as under:

Rs.30 On application
Rs.50 .. On allotment
Rs.20 On first and final call

Applications were received for 10,000 shares. The allotments were made as follows:

J
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To the applicants of 2000 shares............ 2000 shares

To the applicants of 6000 shares........... 30000 shares

To the applicants of 2000 shares............ Nil shares
Resolve that the excess amount received

due amount on allotment.

Required: Entries for:

Solution:

i)  Application
ii) Allotment

iii) First and final call
Journal Entries

on applications would be adjusted against the
All the called money were duly received.

Date

Particulars

Debit (Rs.)

Credit (Rs.)

Bank Alc
To Share application A/c (10000 x 30)

Being share application money received on 10000 shares @ Rs.30 per share.)

Share application Alc
To Share capital Alc
To Share allotment A/c
ToBank Alc
(Being share application money transferred to share capital.)

Share allotment Alc
To Share capital Alc
(Being share allotment money due on 5000 shares @ Rs.50 per share)

Bank Alc
To Share allotment Alc
Being share allotment money received.)

Share first and final call Alc
To Share capital Alc
Being share allotment money due on 5000 shares @ Rs.20 per share)

Bank Alc
To Share first and final call Alc
1(Being share allotment money received.)

3,00,000

3,00,000,

2,50,000
1,60,000
1,00,000

|

1,00,000

l

3,00,000

1,50,000
90,000
60,000

2,50,000

160,000

1,00,000

1,00,000

Working Note:

Group Applied Allotted
A 2000 2000

B 6000 3000
C 2000 Nil

Total 10000 5000

lllustration — 48
A Company issued 10000 shares of Rs.100 each, payable as follows:

OnapplicationtBrsie i o) Rs.30 per share
Orvallotment i s .. s Rs.40 per share
Pirst and finabieall uui | ot Rs.30 per share

Applications were received for 16,000 shares. No allotment was made to 1,000 shares. Rest

were allotted on pro.rate basis. All money were duly receiv

shares, failed to pay on first and final call money.
Required: Journal entries for:

a) Application
b) Allotment
c) First and final call

ed except a holder holding 100
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Solution: Joumnal Entries 0 7
Date ‘Plﬂe\hn LJF | Debit (Rs.) | Credit (Rs.)

a. |BankAlc - Dr. 4,80,000

To Share application Alc (16000 x Rs.30) 4,80,000
ing share application money received on 16000 share @ Rs.30 each)
b. |Share application Alc Dr. 4,80,000
To, Share capital A/c (10000 x 30) 3,00,000

To Share allotment Alc (5000 x 30) 1,50,000

To Bank A/c (1000 x 30) 30,000
(Being share application money transferred)
. |Share allotment A/c (10000 x 40) Dr. 4,00,000
To Share capital Alc 4,00,000
(Being share allotment money due on 10000 shares @ Rs.40 X
d. |BankAlc Dr. 2,50,000
To Share allotment Alc 2,50,000
Being share allotment money received) ;
e. |Share first and final call Alc Dr. 3,00,000
: To Capital Alc 3,00,000
Being share first and final call money due) : .
f. |BankAlc Dr. 2,97,000
Calls in arrears Alc (100 x Rs.30) Dr. 3,000
To Share first and final call Alc 3,00,000
(Being share first and final call money received)

Working Note:

Group Applied Allotted
A 1000 Nil
B 15000 10000
Total 16000 10000 q/“
lllustration — 49 4 ]
A Limited Company issued 25000 shares of Rs.100 each at 10 percent discount payable as
follows: :
OnfApplication ... dinite st . Rs.25 per share
On Allotment with discount.................. 35 per share
On First and final call.......cccccccveveininnnnee. 30 per share

Applications were received for all the shares and calls money were duly received
Required:i) Entry for allotment
* i) Entry for first and final call

Solution: SRy Journal Entries . e i
Date |Particulars 3 i LIF | Debit (Rs.) | Credit (Rs.)
a. |Share allotment Alc (25000 x 35) Dr.!| 875,000
Discount Alc (25000 x 10) or.| 2.so.ooo|
To Share capital Alc |
(Being share allotment money due on 25000 share @ Rs.35 each) |
b. |BankAlc Dr.| 8,75,000/
To Share Allotment Alc i) 8,75,000
(Being share allotment money received) |
c. |Share first and final call Alc (25000 x 30) Dr.| 7,50,000
To Share capital Alc | 7,50,000
Being share first and final call money due on 25000 @ Rs.30 per share) |
d. |BankAlc Dr.| 7,50.000!
To Share and final call Alc {
(Being share first and final call money received ) | |

11,25,000

7,50,000
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A Company Ltd. issued 20000 shares of Rs.100 each at a premium of 10%, payable as follows:

On Application veereneR5.20
. On Allotment, inclusive premium................. Rs.40
On First and final calls ....Rs.50

Applications were received for all the shares, accordingly all installment were received.
Required: i) Entries for application

ii) Entries for allotment

Solution: Joumal Entries
Date |Particulars Debit (Rs.) | Credit (Rs.)
a, |BankAlc Dr. 4,00,000
To Share application A/c (20000 x Rs..20) 4,00,000
(Being Share application money received on 20000 share @Rs.20 each)
b, [Share application Alc Dr. 4,00,000
To Share capital Alc 4,00,000
(Being share application money transfer to share capital)
¢, |Share allotment A/c (20,000 x Rs.40) Dr. 8,00,000
To Share capital Alc 6,00,000
To Share Premium A/c (200000 x Rs.10) 2,00,000
Being share allotment money due on 20000 @Rs.40 each)
d, |BankAlc Dr. 8,00,000
To Share allotment A/lc 8,00000

(Being share allotment money received)

Forfeiture and Reissue of Shares

The following information relating to shares are given:

i)

i)

Solution:

300 shares of Rs.100 each forfeited for non-payment of Rs.30 per share on first call

and Rs.20 per share on final call

The above shares were re-issued @Rs.80 per share as fully paid up.
Required: Entries for: i)  Forfeiture

if) Re-issue
iii) Transfer
Joumal Entries

Date

Particulars

Debit 'Rs*

Credit'Rs"_

For Forfeiture:
Share capital A/c (300 x 100)
To Calls in amrear Alc (300 x 50)
To Share forfeiture A/c (300 x 50)
(Being forfeiture of 300 share for nonpayment of first and final call money)

Dr

Re-issued:
Bank A/c (300 x Rs.80)
Share forfeiture Alc (300 x Rs.20)
To Share capital Alc (300 x Rs.100)
(Being forfeited shares re-issued at discount)

Dr.
Dr.

Transfer:
Share forfeiture Alc
To Capital Reserve Alc
(Being share forfeiture money transferred to capital reserve)

Dr.

30,000

24,000
6,000

9,000

15,000
15,000

30,000

9,000

A Company forfeited 200 shares of Rs.100 each for non-payment of final call Rs.30 per
share. These shares were re-issued at Rs.80 per share.

Required: Journal entries for: Forfeiture, re-issue and transfer



Solution: Journal Entries
Date |Particulars L/F | Debit'Rs' | Credit'Rs'
I. |For Forfelture:
Share capital A/c (200 x 100) Dr 20,000
To Calls in arrear A/c (200 x 30) 6,000
To Share forfeiture A/c (200 x 70) 14,000
(Being forfeiture of 300 share for nonpayment of final call money)
ii. |Re-Issued:
Bank Alc (200 x Rs.80) Dr. 16,000
Share forfeiture A/c (200 x Rs.20) Dr. 4,000
To Share capital A/c (200 x Rs.100) 20,000
(Being forfeited shates re-issued at discount)
iii. [Transfer:
Share forfeiture Alc Dr. 10,000
To Capital Reserve Alc 10,000
(Being share forfeiture money transferred to capital reserve)

lustration - 53
M Company Limited issued 10000 shares of Rs. 10 each payable as follow:
On AP PLCAtIOTER: (oot g taass asobasnssasssnsisinsen Rs.5
On Allotments ks s Sl L Rs.3

All the shares were subscribed and allotted. All the money were duly received except one
shareholder who was holding 200 shares failed to pay the first and final call money. Hence
his share were forfeited and subsequently re-issued at Rs.8 per share as fully paid up.

Required: a) Allotment b) First and final call

c) Forfeiture d) Re-issued e) Transfer

Solution: Joumal Entries
Date [Particulars i LIF| Debit (Rs.) |Credits (Rs.)

a.i) [Share allotment A/c (10000 x 3) Dr. 30,000

_ To Share capital Alc 30,000
(Being share allotment money due on 10000 share @ Rs.3 each)
ii) |BankAlc 30,000
To Share allotment Alc 30,000
(Being share allotment money received)
b. i) |Share first and final call A/c (10,000 x 2) Dr. 20,000
To Share capital Alc 20,000
(Being share first and final call money due on 10000 shares @ Rs.2 each)
b)ii) {Bank Alc Dr. 19,600
Calls in arrear Alc (200 x 2) Dr. 400
To Share first and final call 20,000
(Being share first and final call money received)
c) |Share capital Alc (200 x 10) Dr. 2,000
To Share forfeiture Alc (200 x 8) 1,600

To Calls in arrear A/c (200 x 2) i 400
(Being forfeiture of 200 shares for nonpayment of first and final call money)
d) |Bank Alc (200 x 8) Dr. 1,600
Share forfeiture A/c (200 x 2) Dr. 400
To Share capital A/c (200 x 10) 2,000
(Being re-issued 200 shares @ Rs.8 as fully paid) ‘
e) |Share Forfeiture Alc (200 x 6) Dr. 1,200
To Capital reserve Alc 1,200
(Being share forfeiture money transferred to capital reserved Alc)
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A company forfeited 100 shares of Rs.100 each for non-payment of allotment money @ Rs.
50 and first and final call @ Rs.30 per share. These shares were reissued @ Rs.90 per share
as fully paid.

" ‘Required: Journal for forfeiture re-issued and transfer
Solution: ¢ Journal Entries :
\{m ; LF | Debit (Rs.) |Credits (Rs.)

a.

Share capital Alc (100 x 100) Dr. 10,000
\._To CalisTharrears Alc (100 x 80) 8,000

To Share forfeiture Alc (100 x 20) 2,000
(Being forfeiture of 100 shares for the nonpayment of allotment and calls)
b. |Bank Alc (100 x Rs}@ r. 9,000

Share forfeiture A/c (100 x Rs.10) Dr. 1,000
" To Share capital A/c (100 x Rs.100) 10,000
(Being re-issued 100 shares of Rs.100 @ Rs.90 per shares as fully paid)
c. |Share forfeiture A/c (100 x 10) Dr. 1,000
To Capital resérve Alc 1,000
(Being share forfeifure amount transferred to capital reserve Alc)

llustration = 55
A Company issued 10000 shares of Rs.100 each at a premium of Rs.10 payable as under: |

ONYAPPLICABOIGS. .3 i Rs.50

On Allotment including premium................ Rs.40

O Hirst and finalealls. ... o disisiigssi Rs.20
Applications were received for 15,000 shares and allotment were made as under:

BO00applicanteilet, 2ol o e n

12000 applicants
Money overpaid on applications were utilized towards sum due on allotment. A
shareholder holding 100 shares failed to pay first and final call money and these were

forfeited.
Required: Journal entries for: i) Allotment ii) First and Final call iii) Forfeiture of share
Solution: aats Journal Entries
Date |Particulars LIF | Debit (Rs.) |Credits (Rs.)
a. |Share allotment A/c (10000 x 40) Dr. 4,00,000
To Share capital Alc 4,00,000
|(Being share allotment money due on 10000 shares of Rs.40 each)
b. [BankAlc “Dr. 3,00,000
To Share allotment Alc 3,00,000
(Being share allotment money received)
c. |Share first and final call A/c (10000 x 20) Dr. 2,00,000
To Share capital Alc 2,00,000
|(Being share first and final call money due on 10000 share of Rs.20 each)
d. |BankAlc Dr. 1,98,000
Calls in amrear A/c (100 x 20) Dr. 2,000
To, Share first & final call Alc 2,00,008
(Being share first and final call money received) £
e. |Share capital Alc (100 x 100) Dr. 10,000
| ToCallinarrear A/c (100 x 20) 2,006
| To Share forfeiture Alc (100 x 80) 8,000
|(Being forfeiture of 100 shares for the nonpayment of first and final call)
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Working Note:
Group Applied Allotted
A 3000 Nil
B - 12000 10000
Tofal 15000 10000

llustration - 56!
" A Ltd. Company issues 10000 shares of Rs.100 each at a discount of Rs.5 per share at
allotment call payable as follows:

On AppRCANT 4. it i ervvbianerorisbiracnsvizmrenirbs Rs.30
On AppHERHON ot one i asissinmsrsriniot Rs.35
On First and final call.......coceoveveineiiieiennennes Rs.30

Applications were received for 9000 shares and allotments were also completed. All the
due money was collected with the exception of on 400 shares due on first and final call.
Subsequently these 400 shares were forfeited.

Required: Journal entries for: i) Allotment ii) First and final call iii) Forfeiture of share

Solution: Journal Entries i
Date |Particulars LJF |Debit (Rs.) Tcredit (Rs.)
a) |Share allotment Alc Dr. 2,70,000
Discount Alc Dr. 45,000
To Share capital Alc 3,15,000
Being share allotment money due on 9000 shares @ Rs.35 per share.)
b) |BankAlc Dr. 2,70,000
To Share allotment Alc 2,70,000
(Being share allotment money received)
c) |Share first and final call Alc...Dr. 2,70,000
To Share capital Alc 2,70,000
(Being share allotment money due on 9000 shares @ Rs.30 each.)
d) |BankAlc Dr. 2,58,000
Calls in amrears A/c (400 x 30) Dr. 12,000
To Share first and final call Alc 2,70,000
(Being share allotment money received.)
e) |[Share capital Alc (400 x 100) Dr. 40,000
To Discount A/c (400 x 5) . 2,000
To Calls in arrears Alc 4 12,000
To Share forfeiture Alc y 26,000
(Being forfeiture of 400 shares for non-payment of first and final call.)

-

lllustration - 57
A Company issues 20000 shares of Rs.100 each at Rs.90 per share payable as under:

OnApplcation L Tt o i e tash Rs.20
On Allotment including discount ................. Rs:3
On First and final call.........cccceoverrnnerinnennnn. ..Rs.40
Applications were received for 30,000 shares and allotments were made as under:
A P A s N s fe et ias it savaiadiss 12000
A D D A S e g ot se et s meevicrsennvsnieasin 16000
A D R B e e ooz s e s Patasv ks oo 2000

Money overpaid on applications were utilized towards sum due on allotment. Applicants
of 100 shares failed to pay the first and final call money and these shares were forfeited.

Required: i) Entries for allotment ii) Entries for first & final call iii) Entry for forfeiture
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Solution: Journal Entrles
Date |Particulars : UF | Debit (Rs.) | Credit (Rs.)

a, |[ShareallotmentAlc . Dr. 6,00,000

Discount A/c (20000 x 10) Dr. 2,00,000
To Share capital Alc 8,00,000
ing share allotment money due on 20000 shares @ Rs.30 per share)

b, |BankAlc : Dr. 4,40,000
To Share allotment Alc (600000 - 160000) 4,40,000
(Being share allotment money received)
¢, |Share first and final call Alc . Dr. 8,00,000
To Share capital Alc 8,00,000
(Being share allotment money due on 20000 shares @ Rs.40 each.)
d, [BankAlc Dr. 7,96,000
Calls in arrears A/c (100 x 40) Dr. 4,000
To Share first and final call Alc 8,00,000
(Being share allotment money received.)
e, |Share capital Alc (100 x 100) Dr. 10,000
To Discount A/c (100 x 10) 1,000

To Calls in arrears Alc g 4,000

To Share forfeiture Alc 5,000
(Being forfeiture of 100 shares for non-payment of first and final call)

Working Note:

Gréup Applied Allotted
A 12000 12000

B 16000 8000
C 2000 Nil
Total 30000 20000

Illustration - 58

C company Ltd. forfeited 50 shares of Rs.100 each from nonpayment of final call money of
Rs.20 per share. These shares were re-issued at Rs.80 per share as fully paid.
Required: i) Forfeiture ii) Re-issue iii) Transfer
iv) Issue of Share in Consideration for other than Cash
Solution: Joumnal Entries
Date |Particulars LJF | Debit (Rs.) | Credit (Rs.)
a. [Share capital Alc (50 x 100) Dr. 5,000 1,000
To Calls in arrears A/c (50 x 20) 4,000
To Share forfeiture A/c (50 x 80)
(Being forfeiture of 50 shares for the non-payment of final call)
b. [BankAlc (50 x 80) Dr. 4,000 5,000
Share forfeiture Alc (50 x 20) 4 Dr. 2,000
To Share allotment Alc
(Being reissue of 50 shares at Rs.80 per share as fully paid.)
c. |Share forfeiture Alc (50 x 60) Dr. 3,000 3,000
To Capital reserve Alc
(Being transferred share forfeiture amount to capital reserve.)

lllustration - 59
A Company forfeited 200 shares of Rs.10 each for non-payment of final cal money Rs.3 per
share. These shares were re-issued @ Rs.6 per share as fully paid up.
Required: Journal entries for: i) Forfeited
ii) Re-issued
iii) Transfer
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Solution: Joumal Entries At
Date [Particulars LIF | Debit'Rs' | Credit'Rs’
i. |Share capital Alc (200 x 10) Dr 2.000|
To Calls in arrear A/c (200 x 3) 6,00
To Share forfeiture Alc (200 x 7) 1,400
(Being forfeiture of 200 share for nonpayment of final call) =
ii. (Bank Alc (200 x Rs.6) Dr. 1,200
Share forfeiture A/c (200 x 4) ' Dr. 800
To Share capital Alc (200 x 10) 2,000
(Being re-issued 200 shares @ Rs.6% full paid)
iii. |Share forfeiture A/c (200 x 3) Dr. 600
To Capital Reserve Alc 600
(Being share forfeiture money transferred to capital reserve)

[llustration — 60
A Limited Company issued 5,000 shares of Rs.100 each at 10 percent premium payable as

follows: .
On application ......ccceueuiuesiensnsines ....Rs.30 per share
On allotment ......cceeuemcmeusensnsnssssansssascnsessasasiasass 40 per share (with premium)
On first and final call......c..ccovveiecccncncincnnnnnnn. 40 per share

Applications received for 6000 shares. These shares were allotted on prorate basis to the
applicants for 5500 shares and applications for 500 shares were rejected. Money over paid
on applications were utilized towards sum due on allotment. A shareholders holding 60
shares failed to pay first and final call money. Hence, his shares were forfeited.
ok Required: i) Entry for allotment ii) Entry for first and final call
iii) Entry for forfeiture
Solution: Journal Entries iy
Dato |Particulars LF | Debit (Rs.) | Credit (Rs.)
a. |Share allotment Alc (5000 x 40) Dr 2,00,060
To Share capital Alc 150,000
To Share premium Alc (5000 x10) 50,000
(Being share allotment money due on 5000 share@ Rs.40 per share)
b. [BankAlc * Dr 1,85,000
To Share Allotment Alc 1,85,000
(Being share allotment money received)
c. |Share first and final Alc (5000 x 40) Dr. 2,00,000
To Share capital Alc o
(Being share first and final call money due on 5000 shares @Rs.40 per share) F
d. |BankAlc Dr. 1,97,600
Calls in amear A/c (60 x 40) Dr. 2,400
To Share first and final calls Alc 2,00,000
(Being share first and final call money received)
e. |Share capital Alc (60 x 100) Dr. 60,000
To Share forfeiture Alc 3,600
To Calls in arear Alc 2,400
(Being forfeiture of 60 share for the on payment of Rs.40 in first and final call)
Working Note:
Group Applied Allotted
A 5500 5000
B 500 -

Total 6000 5000

2,00,000

\ . v %
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B Company Ltd. issued 10,000 shares of Rs.50 each at a premium of 10%, payable as

follows:
N ADPHOBRION ... s cevessessssimrsisions Rs.15
On Allotment, inclusive premium................ Rs.25
On First and final installment....................... Rs.15

Applications were received for 15000 shares. Among then, applicants for 4000 shares were
allotted fully, for 9000 applicants 6000 shares on prorate basis and rest applicants for 2000
shares were refunded. Excess money paid on applications were utilized towards the
allotment due money, 100 shares which were allotted to a shareholder from prorate basis,
were forfeited as he failed to pay first and final call money.
Required: Journal entries for:
i) Allotment call ii) First and final call
iii) Forfeiture
Solution: Journal Entries
Date |Particulars LIF | Debit (Rs.) | Credit (Rs.)
a. |Share allotment A/c (10000 x 25) Dr. 2,50,000
To Share capital Alc 2,00,000
To Share premium Alc (10000 x 5) 50,000
(Being Share allotment money due on 10000 share@ Rs.25 each)
b. [BankAlc : Dr. 2,05,000
To Share allotment Alc 2,05,000
(Being share allotment money received) 3
C. |Share first and final call Alc (10000 x 15) Dr. 15,000
To Share capital Alc 15,000
|(Being share first and final call money due on 10000 share@ Rs.15)
d. [BankAlc Dr. 13,500
Calls in arrears Alc (100 x 15) Dr. 1,500
To Share first and final call Alc . 15,000
(Being share first and final call money received)
e. IShare capital Alc (100 x 50) Dr. 5,000
To Share forfeiture Alc 3,500
To Calls arrears A/c (100 x 15) 1,500
(Being forfeiture of 100 share for nonpayment of Rs.15)

Working Note:

Group Applied Allotted
A 4000 4000

B 9000 6000
(¢ 2000 Reject
Total 15000 10000
Issue of Shares for other than cash
Illustration =6

A Company limited accepted the following assets and liabilities at an agreed value of
Rs.5,50,000.

Building Rs.2,50,000 Debtors Rs.2,00,000
Machinery Rs.2,00,000 Creditors Rs.1,50,000
Outstanding expenses Rs.50,000

Company paid the amount of purchase price by issuing shares of Rs.100 each at a
premium of 10%
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Required: Journal entries for the purchase of assets and liabilities

Solution: Journal Entries
Date |Particulars LJF | Debit (Rs.) | Credit (Rs.)
a. |Building Alc Dr. 2,50,000|
Machinery Alc Dr. 2,00,000
Debtors Alc Dr. 2,00,000
Goodwill Alc Dr. 1,00,000
To Creditors Alc ! 1,50,000
To Outstanding expenses Alc 50,000
To Vendor Alc - 5,50,000
Being business purchases of vendor )
b. [Vendor Alc Dr. 5,50,000
To Share capital Alc (5000 x 100) 5,00,000
To Share premium A/c (5000 x 10) 50,000
(Being paid to vendor by issuing 5000 shares of Rs.100 each with 10% premium)
Working Note: :
e : i Purchase consideration 5,50,000
Number of shares issued to vendor = Pars value of shares + Premium ~ 100 + 10% of 100
= 5000 shares
lllustration = 63
* A Company issued 6000 shares of Rs.100 each to purchase the following assets and
liabilities.
Building Rs.4,00,000 Furniture Rs.1,00,000
Debtors Rs.1,00,000 Creditors Rs.80,000
Outstanding expenses Rs.20,000
Required: Journal entries for the purchase of assets and liabilities
Solution: Jounal Entries , RE -
Date |Particulars ; LJF | Debit (Rs.) | Credit Rs.)
a. |Building Alc p Dr. 4,00,000!
Fumiture Alc ; Dr. 1,00,000!
|Debtors Alc Dr. 1,00,000,
Goodwiill Alc Dr.| 1,00,000
To Creditors Alc { | 80,000
To Outstanding expenses Alc il ! 20,000
To Vendor Alc f ! 6,00,000
|(Being business purchases of vendor )
b. Vendor Alc Dr. 6,00,000
To Share capital Alc (6000 x 100) 6,00,000
(Betng paid to vendor by issuing 6000 shares of Rs.100 each) | |
Working Note: Pl

Purchase price/Purchase consideration = Number of share issue to vendor x Par value
= 6000 x 100 = Rs.6,00,000

iisiion o4

S. Company Itd. acquired the following assets and liabilities at an agrees price of

Rs.5,50,000.
Machinery Rs.3,00,000 Debtors Rs.1,00,000
Creditors * Rs.50,000 Inventory Rs.1,50,000

The company paid the agreed price by issuing shares of Rs.100 each at a premium of 10%.
Required: Entries for purchase of business
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Solution: Journal Entries
Date |Particulars LIF | Debit (Rs.) |Credits (Rs.)

a. |Machinery Alc Dr. 3,00,000

Dﬁbm Ac Dr. 1|w|°°0
Inventory Alc Dr. 1,50,000
Goodwill Alc Dr. 50,000
To Creditors Alc - 50,000

To Vendor Company Alc 5,50,000
(Being taken over the assets and liabilities of vendor company)
b. |Vendor Company Alc Dr. 5,50,000
To Share capital Alc (5000 x 100) 5,00,000
To Share premium Alc (5000 x 10) 50,000
I(Being issued 5000 shares for the purchase consideration)

550000
110

Working Note: Number of share = =5000

lustration— 65 :
A Company issued 10000 shares of Rs.100 each at a premium of 20% to purchase the
following assets and liabilities:

Land and building Rs.4,00,000 Furniture Rs.1,00,000
Stock Rs.50,000 Debtors Rs.2,50,000
Debtors Rs.2,00,000 Debentures Rs.1,00,000
Required: Journal entries for purchase of assets and liabilities
Solution: Joumal Entries
Date !Particulars UF | Debit (Rs.) | Credit (Rs.)
a. |Land and building Alc Dr. 4,00,000
Fumiture Alc Dr. 1,00,000
Stock Alc Dr. 50,000
Debtors Alc Dr. 2,50,000
Goodwill Alc . Dr. 7,00,000
! ToCreditors Alc 2,00,000
i ToDebentures Alc 1,00,000
| ToVendor Co's Alc 12,00,000
{(Being assets and liabilities of vendor company has been taken over)
b. Vendor Company Alc Dr. 12,00,000
| To Share capital A/c (10000 x 100) 10,00,000
| To Share premium A/c (10000 x 20) 2,00,000
|(Being paid the purchase consideration by issuing 10000 shares of Rs.100 @ 20% premium.)

Illustration - 66
B Company Ltd.. took over the assets of Rs.15,00,000 and liabilities of 220000 of A
Company Ltd. at an agreed price of Rs.13,20,00. The purchaser discharged the purchase
price by issuing shares of Rs.100 each at 10% premium.
Required: i) Entries for purchases of assets and liabilities
ii) Balance sheet

Solution: Journal Entries
Date |Particulars LIF | Deblit (Rs.) | Credit (Rs.)_
a. |Assets Alc Dr. 15,00,000
Goodwill Alc Dr. 40,000
To Liabilities Alc 2,20,000
To A Company's Alc 13,20,000
(Being taken over assels and liabilities from A company.)
b) [A Company’s Alc Dr. 13,20,000
To Share capital A/c (12000 x 100) 12,00,000
To Share premium Alc (12,000 x 10) 1,20,000
(Being issue of 12000 equity shares of Rs.100 each at premium of 10%)
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13,20,000
Working Note: Calculation of number of share number of share TR0 12,000
Solution: Opening Balance sheet of B Company Ltd.
As on........

Capital and liabllities Amount (Rs.) [Assets Amount (Rs.)
Share capital (12000 x 100).. 12,00,000(Assets 15,00,000
Share premium (12000 x 10) 1,20,000{Goodwill 40,000
Liabilities 2,20,000

1540,000 15,40,000

lllustration - 67

A Company Ltd. issued 10000 shares of Rs.100 each at discount @ 10% to purchase the
following assets and liabilities.

Fandandibuilding .47 . 0 ol Rs.8,00,000
Machinery s b s b, i i Rs.1,00,000

Required: Journal entries for purchases of assets and liabilities
Solution: Journal Entries

Date |Particulars LJF | Debit (Rs.) | Credit (Rs.)

a. |Land and building Alc Dr. 8,00,000

Machinery Alc Dr. 1,00,000

Goodwill Alc Dr. 50,000

To Bills payable Alc 50,000

To Vendor company’s Alc 9,00,000

(Being taken over assets and liabilities from vendor company.)

b. |Vendor Company’s Alc Dr. 9,00,000

Discount A/c (10000 x 10) Dr. 1,00,000

To Share capital A/c (10000 x 100) 10,00,000

(Being issue of 10000 equity shares of Rs.100 each at discount of 10%)

Ilfustration - 68
A Company took over the following assets and liabilities at an agreed price of Rs.4,95,000:

Land and building Rs.7,00,000 Furniture Rs.40,000
Debtors Rs.60,000 Creditors Rs.3,00,000
Bills payable Rs.5,000
The company paid the purchase consideration amount by issuing shares of Rs. 100 each at
10% premium.
Required: Journal entries for the purchases of assets and liabilities
Solution: Joumnal Entries
Date |Particulars LIF | Debit (Rs.) { Credit (Rs.)
a. |Land and Building Alc Dr. 7,00,000
Fumiture Alc Dr. 40,000
Debtors Alc Dr. 60,000
To Creditors Alc 3,00,000
To Bills payable Alc 5,000
To Vendor company’s Alc 495,000
(Being taken over assets and liabilities from vendor comoany.)
b |Vendor company'’s Alc Dr. 495000
To Share capital A/c (4500 x 100) 4,50,000
To Share Premium A/c (4500 x 10) 45,000
(Being issue of 4500 equity shares of Rs.100 each at premium of 10%)
4,95,000

Working Note: Calculation of number of share = 110 = 4500 shares
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A Company issued 5000 shares of Rs.100 each to purchased the following assets and
liabilities:
Machinery.......c..c.ouemucrasiane ..Rs.2,00,000
B O e iaas e sterosssirinaanissusisbiinn Rs.2,50,000
(-0 E0 5 5 it e R S A e T Rs.50,000
Required: Journal entries for purchase of assets and liabilities
Solution: Journal Entries
Date |Particulars LF | Debit (Rs.) | Credit (Rs.)
a. {Machinery Alc Dr. 2,00,000
{Fumiture Alc Dr. 2,50,000
Goodwill Alc Dr. 1,00,000
| ToCreditors Alc 50,000
To Vendor's Alc (5000 x 100) 5,00,000
(Being taken over assets and liabilities)
b. [Vendor's Alc Dr. 5,00,000
' To Share capital Alc 5,00,000
|(Being issued 5000 shares @ Rs.100 each for purchase consideration)

lllustration - 70
X Company Ltd. acquired the following assets and liabilities at an agreed price of

Rs.11,00,000:
Machinery Rs.10,00,000 Debtors Rs.50,000
Furniture Rs.5,00,000 Outstanding payables Rs.1,00,000
Bank Loan Rs.2,00,000 Inventories Rs.1,00,000
Creditors Rs.1,50,000

The company paid the agreed price by issuing shares of Rs.100 each at a premium of 10%.
Required: Journal Entries for purchase of assets and liabilities

Solutjona’: 5y e o __Journal Entries
Date |Particulars UF | Debit (Rs.) | Credit (Rs.)
a, :Machinery Alc Dr 10,00,000 |
IFumiture Alc 5 Dr 5,00,000
|Debtors Alc Dr 50,000
{Inventories Alc Dr 100,000
| ToBankloan Alc 2,00,000
To Creditors Alc 1,50,000
! ToOutstanding payable Alc 1,00,000
‘ To Vendor's Alc 11,00,000
I To Capital reserve Alc 1,00,000
‘\(Being assets and liabilities taken over) |
b. [Vendors Alc s or. 11,00,000
| To Share capital Alc (10000 x Rs.100) . I 10,00,000
i To Share premium Alc (10000 x Rs.10) 1,00,000
|(Being purchase consideration paid by issuing 10000 shares @ Rs. 100 premium of 10%)

Purchase price
Par Value + Premium
11,00,000
100 + 10

Working Note: No. of share issued =

= 10000 shares

L}
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A Company Ltd. took over the following assets and liabilities of a vendor company at an
agreed price of Rs.14,30,000.
Debtors Rs.3,50,000 Loan Rs.3,00,000
Creditors Rs.8,00,000 Furniture Rs.8,00,000
Equipments Rs.6,00,000 Inventories Rs.2,00,000
The company paid the purchase price by issuing equity shares of Rs.100 each at 10% -
premium.
'Required: Entries for purchase of assets and liabilities
Solution: Journal Entries
" Date |Particulars LUF | Debit (Rs.) | Credit (Rs.)
a. |(Debtors Alc Dr. 3,50,000
Equipment Alc Dr. 6,00,000
Fumiture Alc 3 Dr. 8,00,000
Inventories Alc Dr. 2,00,000
Goodwill Alc : Dr. 5,80,000
To Creditors Alc 8,00,000
To Loan Alc 3,00,000
To Vendor's Alc 14,30,000
Being business taken over) ¥
b. |Vendor's Alc Dr. 14,30,000!  13,00,000
To Share capital A/c (13000 x 100) 1,30,000
To Share premium A/c (13000 x 10) ‘
(Being amount of purchase consideration paid issued by issuing 13,000 equity share @ i
{premium of 10%) |

W U¥EE (Theoretical Questions) '

1. QTERY ¥ 9T e | (Define ordinary share.)
2. iR T aRT I ERY | (Define preference share with example.)
3, WYRV YT T Y e aAr Y foraer frerar SEfEi | (State any three differences

between equity share and preference share.)

4, <l de qr smafa gefer e gEERTE | (Differentiate between issued and subscribed
capital.)

5. AT AT ForwArTEE F9 5§ =TT AR | (Show any two differences between shares and
debentures.)

6. AR aEr @ T Jae A Wit e 3 AEie | (Write the meaning of calls in

arrears and calls in advance.)

7. wEARE SO dA@ A g % PRSP 7 (What is meant by pro-rata allotment of

shares?)
9. Ffeer THal JAITH FHT TS ? (When and how the shares of a company are forfeited?)



15 woadt darffr

D WS W¥EE (Numerical Problems)

Issue of shares on cash

Lump sum method:

a) Issued at par

- A Company Itd issued 10000 shares of Rs.100 each at par.

All shares are fully applied and allotted.
Required: Journal entries

b) Issued at discount

A Public Company Itd issued 20000 shares of Rs.100 each with 10% discount.
All shares are fully applied and allotted. :
Required: Journal entries

¢) Issued at premium

X Company Itd issued 40000 shares of Rs.10 each at 20% premium.
All shares are fully applied and allotted.
Required: Journal entries

Installment method:

a) Issued at par

A company ltd. registered with capital Rs.10,000,000 divided into 100000 shares
of Rs.100 each. Out of these 50000 shares were issued at par and amount payable as follows:

On Application Rs.30
On Allotment Rs.40
On First and final call Rs.30

All shares are applied and allotted and all money was duly received.
Required: Journal entries for application, allotment and first & final call

b) Issued at discount

Bulbule Company Ltd. issued 5000 equity shares of Rs.100 each with 10%
discount. The amount payable a follows: '

On Application Rs.20
On Allotment Rs.40 (Including discount Rs.10)
On First and final call Rs.30

All shares are applied and allotted and all money was duly received.
Required: Journal entries for application, allotment and first and final call
¢)  Discount on application and allotment

A Company Ltd. issued 2000 equity shares of Rs.100 each with 10% discount,
payable as follows:

On Application Rs.25 (Including discount Rs.5)
On Allotment Rs.35 (Including discount Rs.5)
On First and final call Rs.30

All shares were applied and allotted.

Required: Journal entries '
CIEOTINTN| Koshi Company ltd issued 10000 equity shares of Rs.100 each and 5000, 9%
preference shares of Rs.100 each. Both categories of shares are issued 10% discount, the
amount payable as follows:
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Equity share capital { Preference share capital

On application Rs.20 : Rs.30
On allotment Rs. Rs.40
Balance on first and final call ? 2.0

All shares are dully applied and allotted and call money were received.
Required: Journal entries for application, aljotment and first and final call
d) Issued at premium :
Total nominal capital of a Company jsKs.50,00,000 dividend into shares of Rs.100
each, out of these 10000 shares were issued wi 20% premium, payable as follows:
On Application \Rs:
On Allotment Rs.50 (In
On First and final call Rs.30
All shares are applied and allotted and all money, was duly received.
Required: Journal entries for application, allotment and first and final call

Z Company Ltd. issued 2000 shares of Rs.100 each with{50% premium, payable

ing premium)

as follows: .
On Application Rs.30 (Including premium Rs.10)
On Allotment Rs.70 (Including prémium Rs.40)

Balance on first and final call \
All shares are applied and allotted and all money was duly received
Required: Journal entries for application, allotment and first and firal call

Call in arrears
[lam Herbal Tea Company offered 20000 shares of Rs.100 each with 10%
discount, payable as follows:
On Application Rs.20
On Allotment Rs.30
Balance on First and final call %
All shares are applied and allotted. All money were duly received except a shareholder
holding 1000 shares and did not pay first and final call money on time.
Required: Journal entries for application, allotment and first and final call
A Company offered 50000 equity shares of Rs.10 each for public subscription,
payable as follows:

On Application Rs.3
On Allotment ; Rs.5 (including premium Rs.2)
On First and final call Rs.4

All shares are applied and allotted. All money were duly received, a shareholder holding
1000 shares failed to pay allotment and calls money.
Required: Journal entries for application, allotment and first & final call

X Company Ltd. issued 5000 shares of Rs.100, payable as follows:

On Application Rs.30
On Allotment Rs.40
On First and final call Rs.30

‘All shares are applied and all money were duly received except Miss. Sita holding 200
shares did not pay allotment and calls money. :
Required: Journal entries for application, allotment and first and final call
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Call in advan - : 0
verest public Itd Company issued 20000 equity shares of Rs.100 each with 20%

Preptium, payable as follows:

On Application Rs.40
On Allotment Rs.50
On first and final call Rs.30

All shares are applied and allotted. Mr. Bipin a shareholder holding 500 shares paid first
and final call money along with allotment.
Requirgd: Journal entries for application, allotment and first and final call

SEIIIRE  On 01/01/2016 X Ltd. issue 10000 shares of Rs.10 each payable as follows:

On Application Rs.2
On Allotment Rs.3
On first and final call Rs.5 (3 months after allotment)

All shares are applied and allotted. A share holder who holding 1000 shares paid first and
final call money on allotment.
Required: Journal entries for application, allotment and first and final call
Call in Arrears and advance
A Company Ltd. issued 40000 equity shares of Rs.100 each with 20% premium
payable as follows: s
On Application Rs.40
On Allotment Rs.50 g
Balance on first and final call 24 (187 G
A shareholder holder holding 1000 shares paid first and final call money along with
allotment and another shareholder holding 2000 shares failed to pay first and final call
money on due date. Vo il
Required: Journal entries for application, allotment and first and final call

Under subscription
SCERICAE  Authorized capital of a manufacturing company is Rs.50,00,000, divided into
80000 shares of Rs.100 each. The company issued 20000 shares with 10% discount payable
as follows:
Rs.20 On Application
Rs.40 On Allotment
Balance on first and final call [ge v
Public applied on 15000 shares it is met the minimum subscription so, the company fully
allotted. All money were duly received with an exception of 500 shares failed to pay
allotment and calls money on due date.
Required: Journal entries for application, allotment and first and final call
Over subscription:

a)  Fully reject the excess number of shares:
X Company Ltd. issued 25000 equity shares of Rs.20 each with 10% premium,
payable as follows:

On Application Rs.5
On Allotment Rs.10
Balance on first and final call S

Applications were received on 30,000 shares. The company (_iccided to sent a regret letter
for excess number of 5000 shares and amount fully refunded. A shareholder holding 1000
shares paid calls money along with allotment.

Required: Journal entries for application, allotment and first and final call
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b)  Pro-rata allotment method:
A Company Ltd. issued 10000 shares of Rs.100 each with 10% premium, payable

as follows:
On Application Rs.30
On Allotment Rs.50
Balance on first and final call

Applications were received on 15,000 shares. The company decided to allotted such shares
on pro-rata method and excess application money can utilized towards allotment and
subsequent calls.
Required: Journal entries for application, allotment and first and final call

Three star company ltd issued 100000 shares of Rs.10 each with 20% premium,
amount payable as follows: ;

On Application Rs.3
On Allotment Rs.5
On First and final call Rs.4

Applications were received on 350000 shares and the Directors of the company decided to
allot such shares under pro.rata method. The excess share applications money can be
utilized towards allotment and calls.

Required: Journal entries for application, allotment and first and final call

¢) Mixed method: V2% LO

FEEITEN. Oasis Company Ltd. registered capital is Rs.1,00,00,000 divided into 100000
shares of Rs 100 each. However, the company decided to issue 10000 such shares with 20%
premium payable as follows: - ; ’

On Application © Rs.304

On Allotment ~ Rs.50, >~

Balance on first and final call. Lepy 7

Applications were received on 3292(‘)_shares. The Company decided to allot as follows:
~  Applied Allotted

2000 . 100%

20000 Pro.rata

8000 Reject

Excess share application money can be utilized towards allotment and calls.
Required: Journal entries for application, allotment and first and final call

T and D Company was registered with capital Rs.50,00,000 divided in shares of
Rs.10 each. The company decided to issue 50% of such shares at par, payable as follows:

On Application : Rs.3
On Allotment Rs.5
On First and final call Rs.2

Applications were received 850000 shares. The company allotted such shares as follows:
» To the applicants for 50000 shares allotted full,
»  To the applicants for 650000 shares are allotted 200000 shares and
»  Balance applicants are rejected and money refunded.
A shareholder holding 5000 shares inder fully allotted groups failed to pay first and final
call money in due date. The issuing expense of shares is Rs.10,000.
Required: Journal entries for application, allotment and first and final call
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A Company limited issued 4000 share of Rs.100 each with 10% premium,

payable as follows:

On Application Rs.30
On Allotment Rs.40
Balance on first and final call 20

Application were received on 3000 shares, these share were allotted

Required: Journal entries for application, allotment and first and final call :
Gold Company limited issued 3000 share of Rs.100 each with 10% discount,
B

aydble as follows:

On Application Rs.30
On Allotment i Rs.40
First and final call Rs.20

All shares were applied and allotted.

Required: Journal entries for application, allotment and first and final call :
Shri Ram Sugar Company limited issued 5000 equity shares of Rs.100 each with

20% p?mium, payable as follows:

On Application Rs.30
On Allotment Rs.50
First and final call Rs.40

/ .
All shares were applied and allotted. A shareholder holding 200 shares paid first and final
call money along with allotment and another shareholder holding 100 shares failed to pay
first and final call money in due date.

Required: Journal entries for application, allotment and share first and final call

CIESTINTRE  MN Company Ltd. issued 7000 shares of Rs.100 each at par, payable as follows:

On Application Rs.30
On Allotment Rs.40
Firstand finalcall = Rs.30 ‘
Applications were received on 15000 shares. These shares were allotted as follows:
To the applicants of 3000 share Full
To the applicant of 10000 shares <=Pro.rata basis
- To the remaining share . Reject .

A shareholder holding 500 shares under pro.rata group failed to }ay first and final call
money in due date

Required: Journal entries for: Application, Allotment ahd Share first and final call

Stander Company Ltd. issued 7000 shares of Rs.100 each with 10% premium, the
payable as follows:

On Application Rs.40
On Allotment Rs.50
First and final call Rs.20
Applications were received on 15000 shares. The board of director decided to allot these
shares as follows: T
Applied Allotted
2000 100%
8000 -Pro.rata
5000 " Reject

A shareholder holding 200 shares under pro.rata group failed to pay allotment and first
and final call money in due date.

Required: Journal entries for: Application, Allotment and share first and final call
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A Company limited issued 20000 share of Rs.100 each with 30% premium,

payable as follows: .
On Application Rs.40
On Allotment Rs.50
First and final call Rs.40
Application were received on 50000 shares, these share were allotted by the company as a
follows:
Qiﬂl_p Applied Allotted
A. 5000 100%
B. 16000 8000
C. 21000 Pro.rata
D. 8000 Reject

A shareholder holding 1000 shares of group-B failed to pay allotment and call money and
another shareholder holding 500 shares of group-C failed to pay first and final call money
in due date.

Required: Journal entries for: Application, Allotment and Share first and final call

Forfeiture and re-issued of shares

a) Forfexture of shares
X Company Ltd. forfeited 500 shares of Rs.100 each issued at par for non
payment of first and final call money Rs.30 per share.

Required: Journal entries for forfeiture of shares :
[Ans.: Calls in arrear Rs.15,000 and Share forfeiture Rs.35,000]

Z Company Ltd. forfeited 700 shares of Rs.100 each issued at 10% discount for
non payment of allotment and call money Rs.50 per share.

Required: Journal entries for forfeiture of shares
[Ans.: Calls in arrear Rs.35,000 and Share forfeiture Rs.28,000]

M. Company ltd. forfeited 500 shares of Rs.100 each issued at 10% discount for
non payment of first and final call Rs.30 per share in due date.

Required: Journal entries for forfeiture of shares
[Ans.: Calls in arrear Rs.15,000 and Share forfeiture Rs.30,000]

Karnali Company Ltd. forfeited 700 shares of Rs.100 each issued at 10%
premium for non payment of allotment and calls money Rs.50 on due date.

Required: Journal entries for forfeiture of shares :
[Ans.: Calls in arrear Rs.35,000 and Share forfeiture Rs.42,000]

Himal Company Ltd. forfeited 900 shares of Rs.10 each issued at par for
nonpayment of allotment money Rs.3 per share. The first and final call Rs.2 per share is
not called up.

Required: Journal entries for forfeiture of shares 5
[Ans.: Calls in arrear Rs.2,700 and Share forfeiture Rs.4,500]

b) Re-issued of shares

PITRILKE X Company Ltd. forfeited 5000 shares of Rs.100 each issued at par for non
payment of first and final call money Rs.20 per shares. These shares were re-issued by the
company at Rs.90 per share as fully called up and paid up. ’
Required: Journal entries for re-issued of shares
; [Ans.: Share forfeiture Rs.5,000]
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A Company Ltd. forfeited 300 shares of Rs.100 each issued at 10% discount for
non payment of allotment and call money Rs.40 per shares on due date. These shares were
re-issued at Rs.70 per shares as fully called up and paid up.

Required: Journal entries for re-issued of shares
' [Ans.: Share forfeiture Rs.6,000]

Motorala Company forfeited 500 shares of Rs.100 each issued at 10% .discount
for non payment of allotment and calls money on due date. These shares were re-issued at
Rs.120 per share. 3

Required: Journal entries for re-issued of shares [Ans.: Share forfeiture Nil]

Baba Company ltd. forfeited 1000 equity shares of Rs.100 each issued at 10%
premium for non payment of first and final call Rs.40 per shares. These shares were re-
issued at Rs.90 per share as fully called up and paid up.

Required: Journal entries for re-issued of shares [Ans.: Share forfeiture Rs.10,000]

A Company Ltd. forfeited 500 shares of Rs.100 each issued at 10% premium for
non payment of allotment and calls money Rs.50 per shares. Out of these 200 shares were
re-issued at Rs.95 per shares.

Required: Journal entries for re-issued of shares [Ans.: Share forfeiture Rs.3,000]

XP Company forfeited 3000 shares of Rs.100 each, issued at par, for non
payment of allotment money Rs.20 per shares. Call Rs.30 per share has not been called yet.
These shares were re-issued at Rs.65 per share and Rs.70 per share is called up and paid up.
Required: Journal entries for re-issued of shares [Ans.: Share forfeiture Rs.15,000]

Forfeiture re-issued and Transfer
i) Issued at Par:
A Company Ltd. issued 2000 shares of Rs.100 each issued at par payable as

follows:
On Application Rs.20
On Allotment Rs.35
On First call Rs.25
On Final call Rs.20

A shareholder holding 500 shares failed to pay first and final call in due date so, the

company decided to forfeiture and re-issued at Rs.90 per share as fully call up and paid up.

Required: Journal entries for forfeiture, re- issued and transferred to capital reserve.

[Ans.: Transfer to capital reserve Rs.22,500]

R Company Ltd. forfeiture 500 shares of Rs.100 each issued at par for

nonpayment of allotment and first call Rs.50 per shares final call Rs.10 per-shares not yet

called. These shares are forfeited and reissued to Ram at Rs.80 per share as Rs.90 called up

and paid up.

Required: Journal entries for forfeiture, re- issued and transferred to capital reserve.

[Ans.: Transfer to capital reserve Rs.15,000]
ii) Issued at discount:

Z Company Ltd. forfeiture 2000 shares of Rs.100 each issued at 10% discount for
nonpayment of allotment and first call Rs.40 per share. Final call Rs.10 has not been yet
called. These shares were re-issued at Rs.85 per share as fully call up and paid up.

Required: Journal entries for forfeiture, re- issued and transferred to capital reserve.
[Ans.: Transfer to capital reserve Rs.70,000]
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A Company Ltd. forfeited 3000 shares of Rs.10 each issued at 10% discount for
nonpayment of first and final call money Rs.3 per share. These shares were re-issued at
Rs.7 per share as fully called up and paid up.
Required: Journal entries for forfeiture, re- issued and transferred to capital reserve.
[Ans.: Transfer to capital reserve Rs.12,000]
iii) Issued at premium: ‘
A Company Ltd. forfeiture 500 shares of Rs.100 each issued at 10% premium.
These shareholders paid share application Rs.30 and did not paid allotment Rs.50 and first
and final call Rs.30 per shares. Out of these forfeited shares, the company issued 400
shares only at Rs.90 per share as fully called up and paid up.
*Required: Journal entries for forfeiture, re- issued and transferred to capital reserve
[Ans.: Transfer to capital reserve Rz.4,000]

Dynamic Limited forfeited 1500 shares of Rs.10 each issued at 20% premium for
nonpayment of first and final call money Rs.3 per shares. These shares were re-issued at
Rs.8 per share as fully called up and paid up.
Required: Journal entries for forfeiture, re- issued and transferred to capital reserve.
[Ans.: Transfer to capitel reserve Rs.7,500]
iv) Over- subscription and pro-rata allotment:
A Company Ltd. issued 10000 shares of Rs.100 each at a premium of Rs.10 per
payable as follows:

Rs.30 On Application

Rs.50 On Allotment including premium
Rs.20 On first call and

Rs.10 On final call

Applications were received on 25000 shares. The company is decided to reject 3000 share
applications and was allotted the rest proportionately. All the calls were made and an
applicant holding 1000 shares failed to pay allotment and calls money in due date and
these shares were forfeited.
Required: Journal entries for:

i)  Share allotment ii) Share first call

iii) Share final call iv) Share forfeiture
[Ans.: Share forfeiture Rs.66,000 and Calls in arrear Rs.44, 000]

The Fancy Company Ltd. issued 4000 eqmty shares of Rs.10 with discount Rs.1
per share payable as follows:

lor On Application : Rs.2
On Allotment " Rs4
On First and final call Rs.3
Applications were received on 10000 shares. These shares were allotted as follows:
Applied Allotted
1000 100%
6750 pro rata
Remaining Reject

The excess application money were utilized towards allotment. Mr. 'B' who held 200
shares under pro.rata groups failed to pay allotment and calls money in due date his share
were forfeited.
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Required: Journal entries for:
a) Share allotment  b) Share firstand finalcall ¢) Share forfeiture
[Ans.: Share forfeiture Rs.900 and Calls in arrear Rs.900]

Aarati Company Ltd. issued 25000 equality shares of Rs.10 each issued at par
the amount payable as follows:

Rs.3 On Applications

Rs.4 On Allotment

Rs.3 On First and final call
Applications were received on 60000 Shares. The ¢ompany decided to allot these shares as
follows:

Groups Applied Allotted

a 5000 = e5000

b 10000 5000

c 40000 Pro.rata

d 5000 Rejects

The excess shares application money were utilize by the director on the allotment and first
and final call. A shareholder under group A holding 200 Shares failed to pay first and final _
call money in due date. These shares were forfeited.
Required: Journal entries for:
a) Share application b)  Share allotment
c) Share first and final call d) Share forfeiture
[Ans.: Share forfeiture Rs.1,400 and Calls in arrear Rs. 600)

X Company Ltd. issued 5000 Shares of Rs.100 each with 10% p'remium. Payable

~ as follows:

b e - On Application Rs.30
On Allotment Rs.50 (including premium)
On first and final calls Rs.30

Applications were received on 13350 Shares. The company allotted these shares as follows:

Group Applied Allotted
a. 1000 Full
b. 11350 pro.rata
c. 1000 Reject

The excess shares application money utilizable towards shares allotment apd calls. One
share holder holding 400 shares under pro.rata groups failed to pay first and final call
money on due date. These shares were forfeited.
Required: Journal entries for:
a) Share application
b) Share allotment
c)  Share first and final call
d) Share forfeiture
[Ans.: Share forfeiture Rs.30,450 and Calls in amear Rs.9,550]
A Company Ltd. forfeited 500 share of Rs.100 each issued at par for non-
payment of allotment and call money Rs.60 per share. These shares were re-issued at Rs.90
per share as fully called up and paid up.
Required: Journal entries for: Forfeiture, Re-issued and Transfer.
[Ans.: Transfer to capital reserve Rs. 15, 000]
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XP Company Ltd. forfeited 2500 shares of Rs.100 each issued at 10% premium
for non-payment of allotment and calls money Rs.50 per share. Out of these 2000 shares
were re-issued at Rs.80 per share as fully called up and paid up.

Required: Journal entries for: Forfeiture, Re-issued and Transfer. :

[Ans.: Transfer to capital reserva Rs.60,000]

Misan and Yashraj brothers company issued 5000 share of Rs.100 each with 10%
premium the payment were as follows:

On Application Rs.40
On Allotment Rs.50
On First and final call Rs.20

Applications were received on 8000 shares. The company allotted these share as: to the

applicants of 7000 shares on pro.rata base and remaining shares were rejected and sent

regret later.

All money were duly received except a share holder holding 500 shares failed to pay

allotment and calls money in due date. These shares were forfeited.

Required: Journal entries for: Allotment, First and final calls and Forfeiture of shares

[Ans.: Share forfeiture Rs.28,000; Calls in arrear Rs.27,000]

PITLLX7 Zenith Company Ltd. issued 30000 share of Rs.100 each with 10% discount.
/" Payment as follows: b

On Application Rs 30
On Allotment Rs.40
On First and final call Rs.20
Public were applied on 75000 shares the company allotted theses shares as follows:
Applied Allotted
5000 100%
60000 Pro.rata
Remaining Rejected

A share holders holding 1000 shares under pro.rata groups failed to pay first and final call
money on due date these share were forfeited.
Required: Journal entries for: Allotment, First and final calls and Forfeiture of shares
[Ans.: Share forfeiture Rs.72,000; Calls in arear Rs.18,000]
A Company Ltd. is registered with 100000 shares of Rs.10 each. This year the
company issued 50000 shares with 20% premium, the payment of these shares is as

follows:

On Application Rs.5

On Allotment Rs.4

On First and final call Rs.3
Applications were received on 98000 shares. The company decided to allot these shares as
follows: :

I.  To the applicant for 10,000 shares full
II. To the applicants for 40,000 shares 50%
III. To the applicant for 30,000 share pro.rata.
IV. To the applicants at remaining were rejected.
A shareholder holding 2000 shares of group-II failed to pay first and final call money and
another share holders of group-III holding 1000 shares failed to first and final call money
on due date. Both shares were forfeited.
Required: Journal entries for: Application, Allotment, First and final calls and forfeiture of
: shares
[Ans.: Share forfeiture Rs.23,000; Cals in amear Rs.7,000]
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Advanced Company stsued for public 20000 equity shares of Rs.10 each
ata dlscount of Rs.1 per shares. Payable as: Rs.3 application; Rs.4 on allotment and Rs.2 on
first and final call. Applications were received for 45000 shares. Dividing the applications
into following ways: Group A applying for total 5000 shares allotted fully, Group B
applying for total 32500 shares pro-rata. Group C applying for total 7500 shares are
refused.

Directors while making allotment decided to adjust the excess amount received on
application against allotment money due, when first and final call were made,
shareholders holding 500 shares under Group B failed to pay the call money. The director
forfeited these shares. Out of these forfeited shares 300 shares were re-issued at Rs 9 per

share as fully called up and paid up. .

Required: Journal entries for:

: a) Share application b) Share allotment
c) Share first and final call d) Share forfeiture

e) Re-issue and Transfer
[Ans.: Share forfeiture Rs.2,100]
A Company issued 30000 equity Shares of Rs.10 each with Rs.5 premium

/ payable as follows:

Rs.5 On Application
Rs.8 On Allotment
Rs.2 On First and final call

Applications were received for 60000 shares and allotted as follows

Group Applied Allotted
a. 5000 100%
b. 53000 Pro.rata
c. Remaining Reject

The excess share application money the director can be utilized towards allotted and calls.
A Shareholder holding 2000 shares under pro.rata group failed to pay first and final call
money on due date so, his shares were forfeited and re-issued at Rs.9 per share as fully paid.
Required: Journal entries for:

i)  Application ii) Allotment iii) First and final call
iv) Forfeiture v) Re-issue L vi) Transfer

[Ans.: Share forfeiture Rs.14,000]

Issued of shares other than cash
a) For assets purchased:

A Company Ltd. acquired the land and building from vendor at Rs 12,00,000.
The purchase price is discharged by the company from 10000 equity share of Rs.100 each
~~at 20% premium.

Required: Journal entries [Ans.: Share capital Rs.10,00,000; Share premium Rs.2,00,000]
COEEICINXY X Company Ltd. purchased the fixed assets from vendor co. at Rs.9 ,90,000. The

purchases price is discharged by the company by i 1ssumg equity shares of Rs.100 each at
0% premium.

Requxred Journal entries [Ans.: No. of shares 9000]
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Misan Company Ltd. acquired the fixed assets at Rs.10,00,000. The purchase
price is discharge by issuing 8000 shares of Rs.100 each at 20% premium and balance in
cash.

Required: Journal entries ’ [Ans.: Balance paid by cash Rs.40,000]
' M Company Ltd. purchased a plant at Rs.17,00,000. The purchase price is

discharged by issuing 12000 shares of Rs.100 each at 10% discount and balance in cash.

Required: Journal entries [Ans.: Balance paid by cash Rs.6,20,000]
A Company Limited purchased the following assets from B Company Ltd. the
agreed purchase price was Rs.250,000. the assets are:
Plant and machinery Rs.2,00,000
Land and building Rs.1,00,000
The purchase price was discharge by issuing shares of Rs.100 each at 25% premium.
Required: Journal entries for:

a) Assets purchase  b) Paid to vendor by issuing shares
[Ans.: No. of share issued to B Company 2000 shares; Capital Reserve Rs.50,000]
Big Company Ltd. purchased the assets of small company limited at an agreed
price of Rs.10,00,000. The asset of small company was as follows:

Land and building Rs.5,00,000
Plant and machinery Rs.2,00,000
Sundry debtors Rs.3,00,000
Inventory 4 Rs.50,000 =
Prepaid expenses Rs.20,000

The purchase price is discharge by issuing 5000 equity shares is of Rs.100 each and 5000,
% preference share of Rs.100 each both shares are issued at par.
Required: Journal entries for:

a) Assets purchase b) Paid to vendor by issuing shares 5
[Ans.: Capital Reserve Rs.70,000]

b)  Issue of shares for the purchase of business:
NC Company acquired the business of UML Company by issuing 10000 shares
of Rs.100 each at 10% premium, the assets and liabilities of UML Company as follows:

Plant and Machinery 4 Rs.1,35,000 Vehicles = Rs.2,50,000
. Outstanding expenses L Rs.25,000  Sundry debtors & Rs.2,00,000
Sundry creditors 4 Rs.75,000 Stock in trade - A Rs.3,50,000

Required: Journal entries for:

a) Assets purchase b) Paid to vendor by issuing shares
3 [Ans.: Goodhill Rs.2,65,000]

Bhaktapur Finance Company acquired the business of Dynamic Company
Limited. The purchase price was paid by issuing 20000 equity shares of Rs.100 each with
10% discount. The assets and liability of Dynamic Company Ltd. are as follows:

Furniture }‘ Rs.4,C0,000 Plant and machinery W Rs.4,00,000
Land and building /4 Rs.8.00,000  Account payable | Rs.1,50,000
Debentures | Rs.2,00.000  Book debts f Rs.3,00,000
Prepaid expenses Rs.1,00,000  Bills payable [ Rs.50,000

The company also issued 5000 shares at 20% premium for public subscription on cash.
Required: Journal entries for: a) Assets purchase

b) Paid.to vendor by issuing shares ¢) Share issue on cash
[Ans.: Goodwili Rs.5,30,000]
A
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X Company Ltd. was registered with. Rs.50,00,000 authorized capital .di‘./i.d.ed
into 50000 shares of Rs.100 each. The company acqged the following assets and liabilities

of a Company limited: ;
Building with land 4/ Rs.4,00,000  Plant and machinery  Rs.2,00,000
Sundry debtors 7 Rs.1,50,000 Loanpayable /_ Rs.50,000
Inventory 7 Rs.50,000  Sundry payable /. Rs.2,50,000

The purchase price was discharge by issuing required number of shares.
Required: Journal entries: If purchase price of the business under following conditions.
a) Rs.4,50,000 b) Rs.5,00,000 ¢) Rs.5,50,000
[Ans.: (8) Capital Reserve Rs.50,000; (b) Goodwill/Capital reserve Nil; (c) Goodwill Rs.50,000 ]
NTC Company Ltd. was registered with Rs.1,00,00,000 authorized capital. The
company acquired the business of Ncell at an agreed price of Rs.29,70,000. The assets and
liability of Ncell are as follows:

Land and Building Rs.12,00,000  Plant and equipment ﬂ Rs.10,00,000
Loose tools ﬂ Rs.6,00,000 Bankloan / Rs.5,00,000
Account receivable /{ Rs.5,00,000  Sundry creditors L Rs.2,00,000
Stocks Rs.2,70,000

Required: i) Journal entries for business purchase
ii) Issue of Shares for making payment under following conditions
a) Issued atpar b) Issued at 10% premium c) Issued at 10% discount

[Ans.: (a) Goodwill Rs.1,00,000, No. of Shares 29700 shares; (b) Goodwill Rs.1,00,000, No. of Shares 27000 shares;
(c) Goodwill Rs.1,00,000, No. of Shares 33000 shares]

Sunstar Company Ltd. purchased the business of Moonstar Company. The
Assets and liabilities of Moonstar Company are as follows:

Land and Building Rs.3,00,000  Plant and machinery Rs.1,00,000
Inventories Rs.1,50,000  Sundry debtors Rs.50,000
Bank loan Rs.2,00,000

The purchase price is discharged by issuing 5000 shares of Rs.100 each at Rs.115 per
shares. The company also issued 3000 shares with 10% discount for cash on lump sum basis.
[Ans.: Goodwill Rs.1,75,000, Purchase consideration Rs.5,75,000)

X Company Ltd. purchased the business of Y Ltd. the assets and liabilities of Y
Company Limited are as follows: F

Plant and machinery Rs.1,70,000  Office Furniture Rs.30,000
Biisiness premises Rs.3,00,000 Vehicles Rs.2,50,000
Book debts Rs.50,000  Bills payable Rs.1,80,000

The agreed purchase prize was Rs.9,20,000. The purchase price was discharge by issuing
8000 of Rs.100 each with 10% premium and balance in cash the Company also issued 5000
shares of Rs.100 each with 20% premium. [Ans.: Goodwill Rs.3,00,000, Balance paid in cash Rs.40,000]

CICEUINNE:] Shree Ram Company Ltd. acquired the business of Shree Sita Company. The
assets and liability of Shree Sita Company are as follows:

Fixed assets Rs.10,00,000 Current assets Rs.2,00,000
Current liabilities Rs.3,00,000  Loan payable Rs.2,00,000

The payment was made by issuing required number of equity shares of Rs.50 each with
20% premium and balance in cash Rs.1,00,000. The Company also issued 4000 shares of
Rs.100 each with 10% discount to the public subscription. [Ans.: Purchase consideration Rs.7,00,000]
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Issue of shares of promoters

Gautam Company Ltd. issued 10,000 equity shares of Rs.10 each with 10%
premium to the promoters for their services.

Required: Journal entries [Ans.: Goodwill Rs.12,00,000]
A Company Ltd. issued 20000 shares Rs.100 each with 10% premium for public
subscription.

These shares are issued on lump sum method.

It is agreed that Brokerage @3% and underwriting commission @3% (based on face value)

will paid for this issue. Claims at the broker and underwriter are satisfied by issuing to them

addition at equity shares of Rs.100 each at a premises of 10% (without any cash payment)

Required: Journal entries [Ans.: Underwriting commission Rs.66,000)
A Company Ltd. purchased the following assets and liabilities at vendor

Company Ltd., for discharge the purchase consideration the company issue 20000 shares
of Rs.100 each at 10% premium. '

Fixed assets Rs.23,00,000 Current assets Rs.8,00,000
Current liabilities Rs.3,00,000 Bank loan Rs.5,00,000
The Company also issue 5000 shares at 5% discount for the public subscription.
Required: Journal entries [Ans.: Purchase consideration Rs.22,00,000 and Capital reserve Rs.1,00,000)

Shrestha Company purchased the business of Gautam company Itd. at an
agreed price of Rs.4,40,000. The assets and 1 liabilities are as follows:

Land and building Rs.5,00,000 Plant and machinery Rs.1,50,000
Closing stock Rs.1,50,000 Sundry creditors Rs.2,50,000
Bank overdraft Rs.1,60,000

The purchases consideration was discharged by the company by issuing shares of Rs.100
each with 10% premium. The company also issued 3000 shares with 10% discount on cash.
Required: Journal entries [Ans.: No. of Shares 4000 and Goodwill Rs.50,000)

Lama Company acquired the business of Sharma company at an agreed price of
Rs.25,00,000. The assets and liabilities of Sharma companies are as follows:

Books for library Rs.5,00,000 Books debts Rs.4,00,000
Land and building Rs.12,00,000  Plant and machinery Rs.4,00,000
Investment Rs.2,50,000 Sundry creditors Rs.3,50,000

Outstanding expenses Rs.1,50,000
The purchase price was discharge by the Lama Company as 10000 equity shares of Rs.100
each, 10000, 7% preferences share of Rs.100 each and balance in cash.
The companies also issue 5000 shares of Rs.100 each at 10% premium on cash.
Required: Journal entries [Ans.: Goodwill Rs.2,50,000]

Strong company acquired the business of weak company at an agreed price of
Rs.17,00,000 the purchase price was discharged by strong company, by issuing 14000
shares of Rs.100 each with 20% premium and balance in cash. The assets and liabilities of
weak company as follows:

Land and building Rs.12,50,000  Plant and machinery ~  Rs.7,00,000
Furniture and fitting Rs.5,00,000  Current assets Rs.2,00,000
Current liabilities Rs.5,00,000 Bank loan Rs.3,00,000

The company also issued 10000 shares of Rs.100 each with 10% discount to the public on cash.
Required: Journal entries [Ans.: Capital reserve Rs.1,50,000 and Balance paid in cash Rs.20,000)
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X Company Ltd. acquired the following assets and liabilities of Vendor Company

Plant and machinery Rs.2,00,000 Land and building Rs.3,00,000
Closing stock Rs.50,000  Account payable Rs.1,00,000
The purchase price was discharged by issuing 5000 shares of Rs.100 each.
Required: Journal entries [Ans.: Goodwill Rs.50,000 and Purchase consideration Rs.5,00,000)
The Kathmandu Company Ltd. acquired the following assets and liability of
Biratnagar Company Ltd.
Plant and machinery Rs.4,00,000 Land and building Rs.8,80,000
Account receivable Rs.2,00,000  Outstanding expenses Rs.50,000
Prepared expenses Rs.20,000  Sundry credits 'Rs.2,50,000

The purchase price is discharged by the company, by issuing 10000 shares of Rs.100 each
with 10% premium. The company also issued 5000 shares at 5% discount to t he public
subscription.

Required: a) Journal Entries for business purchased and share issued on cash

b) Opening balance sheet
[Ans.: Capttal reserve Rs.1,00,000; Purchase consideration Rs.11,00,000; Total balance Rs.20,00,000]

The following is the balance sheet of a Company Ltd. as on 31/12/ 2073

Liabilities Amount (Rs.) [Assets [Amount (Rs.)
Authorized capital: Land and building.........ccovceniscreneniiiininenniins 8,00,000
20000 shares@100 ..........c.cvererrerrrncrrrnnns 20.00,000 {Plant and machinery ...... 4,00,000
Issued capital: Sundry debtors............... 2,00,000
10000 share @100 .........cccceererneene. 10,00,000 |Cash at bank...... 1,50,000
Profit and loss A/C.......ccocvvveeinnens 2,00:000 INVONMOIYI £+ s iavessassinesnsessavstassshidsnstiqiyeessass 1,00,000
Sundry creditors............. 4,00,000 /
Qutstanding expenses 50,000

16,50,000 16,50,000

The company issued 800 shares of Rs.100 each with 10% discount to acquire the following
assets and liabilities.

Land and building Rs.3,00,000 Plant and machinery Rs.1,00,000
Sundry debtors Rs.2,50,000 Inventory Rs.1,30,000
Sundry creditors Rs.1,80,000  Outstanding expenses Rs.30,000

The Company also issued 2000 shares on cash to the public with 20% premium.
Required: i) Journal entries for business purchase and share issue on cash.
ii) New balance sheet
[Ans.: Goodviill Rs.1,50,000; Purchase consideration Rs.7,20,000; Total balance Rs.29,00,000)
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