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Accounting +or Share Capital

A company is an artifiaal person created by
law , with a &+ separate leﬂal entity
common seal and perpetval succession . Its
owners are the shareholders manayed by a
Board of Directors elected by them

\

Features of a Company

{12 . Body corporate -- rejt'sf'ered v/Cos. At 20/3
(i)  Separate legal entity (distinct From memibers)
(iii)  Limited liability (upf'o warch unpa:'d amt.)

(iv) Perpef‘ual succession -~ members may g0

(v) Common seal = offical 'k:'St;?na‘f'ure

(vi)  Transterability of shares (public co.)

Cuii) May sve or be suved iIn s own name

@

/

Shareholder = ownrer Director = manager <-uey idea

Kinds of Companies

5] y liability ;
/. Ltd. by shares 2. Ltd. by guarante
3. Unlimited co.
By members - Poblic / Private / One Person Co.

0FPe - domember . paid-up <= Rs. £0 L T/0 2= 2 6
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Share Capital -- Cateqories ‘o

Share Capital = amount contributed by
shareholders towards the capital of the co. *

Shown under one common 'Share ‘Capff'al Al

Caf'eﬁon'e.s _

/. Authorised /| Nominal / /?eyfsfered Capital
max. amount stated ia Ml ; celing for
all Future issues .

20 Feegerd Capital 4 part: offered to public
(incl. Temdsr= allotments to vendors)

3. Subscribed Capital : part actvally applied
for by the public

9. Called-vp Capital : amt. demanded by co.
¢.9. Rs.7 of a Rs./O share = called-vp Rs.7

<. Paid-up Capital : amt. actually rece:’u}ed
or falls (= called'up -- calls in arrears)

6. Uncalled Capital - subscribed - - ca/led—up

7. [eserve Capital : uncalled | callable only

on wfndfny'up of the company

Paid-up =| Called-vp -- Calls in arreary = 7o

o Auvthorised o Issved proi) Svubscribed

== Cal!ed—up 7 Pm'd-up
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Classes of Shares

e 92 Cos. At 20/ -+ A o, may (SSue

~

(/) Preterence Shares
(a) Preferential r{ghf’ to dividend (fixed ratel

(o) Preferential r{ghf’ to repayment oﬁlcapff'al
on wl}‘)dl}’)ﬁ‘up i before ezuify :
Types : cwmulative / non-cumulative
parf'fclpaﬁ'ny /. non-parh'c:)oahhﬁ .
redeemable / irredeemable ,

convertible / non-convertible

(2) Eiu#y Shares
Any share that is not a preference share
Dividend Fxeek variapble -- depends on profit
Two «inds ¢ () with voting rights ;
(ii) with differential rights (DVR)

Steps in ILssuve of Shares

l Pro.fpecfus --7 invitation to_  public

2. [Feceipt of applications + appln. &Oney
2. Allotment of shares (letters sent)

9. Calls -- first call , second call ... Final

Min. subscription T ‘70% of issved |amt.
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Accounting -- Application & Allotment

Money (s collected in instalments

Application > Allotment i Calls

On Feceipt of Application

Flganp( A/C Dr. <- money In ban«

L

To Share Application Alc

each /

( appln. money on ______ shares @, 7Rs.

v

On Allotment

(2) Transfer of application mongy
Share Appln. 4. b
To  Share Capital Alc
(b) Retund of rgected applications
Share Appin. Alc  Dr.
To Bank A/c
() Amount due on allotment :
Share Allotment AJc . D,
7o  Share Capital A/c
(d) Adjust excess appln. -7 allotment :
Share Appln. Al Dr.

lj

To  Share €aprert Allotment Al

(el 0x receipt - Bank Afc Dr. To Share Allof. AJc



Calls , Over-subscription & Premivm

Calls on Shares

When a call is made (e.g. First call)
Share First Call A)c D
7o  Share Capital Alc
On receipt -
Bank A/c  Dr.
To  Share First Call A/c
Calls in Arrears = called but rot paid yet

Calls in Advance = paid before being called

Over-svbscription -- 3 ways

/. Rgect excess applns. (refund money) -
2. Pro-rata allotment (adjust excess to allot.)
3. Combination of (/) + (2)

Issve at Premivm (Sec. £2)

diesie. price s 2 face value .V_EXCQ.S.S = Securities

Premivm ; credited to a separate reserve .

Branb{ A/c Dr. Cwith £ull amt.?

To  Share Capital A/; (Face valve) e
To  Securities Premivem 747‘t- Feserve (i ex

Use . write ofF prelim exp. | buy-ba , bonus issve
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Forteiture & Re-issve of Shares

I+ a shareholder fails to pay a call , the co.
may Forfeit the shares after due nrotice

Forfeiture -- Jourral Entry

Shére Capital A/c  Dr. (called-up)
To  Share Forfeiture A/c  (amt. received)
To  Calls in Arrears Alc (vnpaid amt.)
[ iF premivem received -7 already in res. ; |

i+ premivm  not received -7 also deoit S.P. j

Re-issue

Forfeited shares may be re-issved at par |
premivm or Belsw at a discount
Max. discount allowed = amt. +orfeited on

~ those shares

I
|
|
S
|

Barnk A/c  Dr. (re-issve price)
Share Forteiture A/ Dr. (discount)
7o  Share Capital Alc _ (called-up)

‘Transﬁr of Profit

Bal. of Forferture A/c ; 4 Capital [eserve

Only the pro@'f' on re-issved shares is transferred .




