
 Forfeiture Of Shares: The term 'forfeit' actually means taking away of 
property on breach of a condition. It is very common that one or more 
shareholders fall to pay their allotment and/or calls on the due dates. Failure 
to pay call money results in forfeiture of shares. Forfeiture of shares is the 
action taken by a company to cancel the shares. The directors are usually 
empowered by the Articles of Association (AoA) to forfeit those shares by 
serving proper notice to the defaulting shareholder(s). When shares are 
forfeited, the title of such shareholder is extinguished but the amount paid to 
date is not refunded to him. The shareholder then has no further claim on 
the company. The power of forfeiture must be exercised strictly having regard 
to the rules and regulations provided in the AoA and it should be bonafide in 
the interests of the company.  
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• Forfeiture  of Shares which were  issued at Per: In this case, Share Capital Account 
will be debited with the called-up value of shares forfeited. Allotment or Calls Account 
will be credited with the amount due but not paid by the shareholder(s). (Alternatively, 
Calls-in-Arrears Account can be credited for all amount due, if it was transferred to 
Calls-in-Arrears Account). Forfeited Shores Account or Shores Forfeiture Account will be 
credited with the amount already received in respect of those shares. 

 
Share Capital Account                Dr. 
     To Forfeited Shares Account [Amount already received on forfeited shares]  
     To Share Allotment Account [If amount due, but not paid]  
     To Share First Call Account [If amount due, but not paid]  
     To Share Final Call Account [If amount due, but not paid]  
 
Where all amounts due on allotment, first call and final call have been transferred to Calls-
in-Arrears Account, the entry will be-  
Share Capital Account                Dr. 
    To Calls-in-Arrears Account  [Total amount due, but not paid]  
    To Forfeited Shares Account [Amount received] 
 
• Forfeiture of Shares which were issued at a Premium: In this case, Share Capital 

Account will be debited with the called-up value of shares forfeited. If the premium on 
such shares has not been paid by the shareholder, the Securities Premium Account will 
be debited to cancel it (If it was credited earlier). Allotment, Calls and Forfeited 
Accounts will be credited in the usual manner.  
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If the premium has already received by the company, it cannot be cancelled even if the 
shares are forfeited in the future. 
If premium not received 
Share Capital A/c   Dr.   [Called-up value]  
Securities Premium A/c  Dr.   [Amount of Security premium not received]  
    To Share Allotment Account  [If amount due, but not paid]  
    To Share First Call Account  [If amount due, but not paid]  
    To Share Final Call Account  [If amount due, but not paid]  
    To Forfeited Shares Account  [Amount received on forfeited shares]  
 
If premium received  
Share Capital A/c   Dr.    [Called-up value]  
    To Share Allotment Account  [If amount due, but not paid]  
    To Share First Call Account  [If amount due, but not paid]  
    To Share Final Call Account  [If amount due, but not paid]  
    To Forfeited Shares Account  [Amount received on forfeited shares]  
 
• Forfeiture of Fully Paid-Up Shares: Forfeiture for non-payment of calls, premium, or the 

unpaid portion of the face value of the shares is one of the many causes for which a 
share may be forfeited, but fully paid-up shares may be forfeited for realization of debts 
of the shareholder if the articles specifically provide it. 
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