
(PRACTICAL QUESTIONS) 
(A) Issue of Equity Shares at Par 

Receipt of Applications for all the shares issued 

1. get foHs i afe7 t 40,00,000 5. , Tt f 10 5. ard 40,000 THAI SÍRM AaHifTa d, z7 À 18,000 

TAAI Ata Y TY 3T zH F4 4 15. 3R T, 2 5. 3HTTEA T, 3 5. T44 aT T 4 5. 

Authorized capital of Sudhir Ltd. is Rs. 4,00,000, which is divided in 40,000 equity shares of Rs. 10 each. Out 

of these shares 18,000 shares have been issued to the public, payable at Re. 1 on application, Rs. 2 on allotment, 
Rs. 3 on first call and Rs. 4 on second and final call. All the amounts have been duly received. Pass the necessary 

Journal entries in the books of Sudhir Ltd. 
Ans. Total of Journal Rs. 3,60,000. 

Issue of Equity and Preference Shares 

2. 1 7741, 2003 ra fefaès i Prafui gaT, FHC ofarga ist 3,00,000 5. M 10,000, 8 TareATT 

HH I AT Er TAAI ri47 fà rd: 2 5. 3Te7 T7, 3 5. 3ATTE T, 2 5. gY4 uqAI 3N 3 5. 

Sharad Ltd. was formed on 1st Jan, 2003, with an authorized capital of Rs. 3,00,000 divided into 10,000, 8% Pref. Shares of Rs. 10 each and 20,000 Equity Shares of Rs. 10 each. 8,000, 8% Pref. Shares and 15,000 Equity Shares were issued to the public, payable as folloW 



Rs. 2 ou application, Rs. 3 on allotment. Rs. 2 on first call and Rs. 3 on second and final call Applications were 

received for the shares issued and all these shares were duly allotted and paid. Record these transactions iun the 

following cases and prepare Balance Sheet in the books of Sharad Ltd. 

(a)when no direct record is made in the Cash Book and records of application and allotment are made separately, 
(b) when direct record is made in the Cash Book and rcords of application and allot1ment are made separately; 
c)when no record Is made in Cash Book and only one account is opened for application and allotment: (d) when 

record is made in the Cash Book and only one account is opened for application and allotment 

Ans. B/S Rs. 2.30.000 

Over-subscription and return of excess in cash 

3 5. HTTE TT, 2 5. yaH TAT qT aitr 4 5. &iu ga sfH areT qT &u $l 14,000 3ii a5 feq mT-7 

Gaurav Ltd. issued 10,000 equity shares of Rs. 10 each to the public, payable at Re. 1 on application, Rs. 3 on 

allotment, Rs. 2 on first call and Rs. 4 on second and final call. Applications were received for 14,000 shares. All 

the amounts were duly received. Pass the Journal entries in the books of Gaurav Ltd. in the following cases: (i) 

when applications for 4,000 shares are rejected and application money is return 
money is utilized for allotment. Shares have been permitted to be dealt in on the Stock Exchange. 

Ans. Total of Journal in the first case Rs. 2,08,000. 

(i)when excess of application 

Treatment of excess of applications in various ways 

4. zpts aAÈs 10.000 PET iT, ArT à 10 5. a, ArifAa aàI TT 72 5, STza T 4 

T RAT: 8,000 iT5 TEAÍST iB iT TTea T, 3,00 t 5 3TETai3T 5 2,000 

3HTSTI 
Sushil Ltd. issued 10,000 equity shares of Rs. 10 each, payable as Rs. 2 on application, Rs. 3 on allotment and 
balance on first call. Applications were received for 12,000 shares. Directors of the company allotted them as 
under: Applicants for 8,000 shares were allotted all the shares applied for, 2,000 shares were allotted to the 
applicants of 3,000 shares and no shares were allotted to the applicants of 1,000 shares. Application, allotment
and call moneys were duly received. Pass the necessary Journal entries in the books of Sushil Ltd. Shares have 
been permitted to be dealt in on the Stock Exchange. 

Ans. Amount refunded Rs. 2,000 and adjusted in allotment Rs. 2,000 

2 5. T 7, 3 5. ATEEA 74T 5 5. TAT TI 

1,500 T 5 fey TH GHTET-9A T 5 T T6; 5,000 siai 25 foy ATE STAET-4 7 7-sTa7, 6,000 

T 

A Limited Company offered 10,000 shares of Rs. 10 each to the public payable in the following instalments: 
Rs. 2 on application, Rs. 3 on allotment and Rs. 5 on call. 
Applications were received for 20,500 shares and the directors made the allotment in the following manner:

On applications for 1,500 shares 
On applications for 5,000 shares 
On applications for 6,000 shares 
On applications for 8,000 shares 

No allotment 
Full alltoment 
50% allotment 
25% allotment 

The surplus application money is to be utilised towards the allotment and call. Application money was returmed to those whom on shares were allotted. 
All instalments were recovered in due time. Pass the necessary Journal entries in the books of the Company and prepare its Balance Sheet. 
Ans.Amount refunded Rs. 3,000; Amount adjusted in allotment Rs. 12,000 and in call Rs. 6,000; Totalof Balance Sheet Rs. ,000 



Receipt of Whole Capital in a lump-sum 

6. faFHT . 10. sfa siaT ard 2,000 T S19i En 10 5. zf siar aTa 1,000, 59% ealfecmr sim a fay, araa-47 

, Gi) 10% HYER T, HAT (ii) 20% TZUTT RI 
Shilpa Ltd. issued a prospectus inviting applications for 2,000 equity shares of Rs, 10 each and 1,000, 5% 
preference shares of Rs. 10 each. The full amount being payable on application. Assuming that all shares were 
subscribed and duly allotted. Make necessary journal entries if the issue was: (i) at par, 'ii) at discount ot 10%, 
and (ii) at a premium of 20%. 

Ans. Total of Journal (i) Rs. 60,000, (is) Rs. 57,000 and (ii) Rs. 72,000. 

) 5 eI TT 4,40,000 5. H-Tt at t, 100 5. aTd 4,000 44T T 10h y2Ai 7, 

(ii) 1,000, 10% 3rfaHr7 SiST SRE5 500 5. 5% a T, g 

ii) 2.000 FHAT ÄT STR 100 5. F4 E1 

Agro Limited made the following issue of shares: 

i) Toa vender who supplied machinery costing Rs. 4,40,000, 4,000 Equity shares of Rs. 100 each at a premium 
of 10%, 

(ii) 1,000, 10% Preference shares of Rs. 500 each at a premium of 5%, and 

(ii) 2,000 Equity shares of Rs. 100 each at par. 
The issue was: 
of the company. 

illy subscribed and all amounts were received. Pass the necessary journal entries in the l ooks 

8. g7 7-sT TY foaes i gty7 5,00,0005. fe5 E3T 10 5. qr im fYs lyi 
ferU 61 faraer qr 2,00,000 5. 7a fepqT frHs foy 15,000 siT 10% TfT q7 Arffta fsy, sNu F5 

A Company Kalyan Limited registered with an authorized capital of Rs. 5,00,000 divided into shares of Rs. 10 
each. The Company purchased the various assets of Kiran for Rs. 2,00,000 and payment is made by the issue 

of 15,000 shares at a premium of 10% and the balance in cash. 
20.000 shares were issued to the public at par and full amount received on application. The Company issued 
400 shares at a discount of 5% to its promoters against their services. Record Journal Entries from the above 
transactions and prepare first balance sheet in the books of Company. 
Ans. Total of Journal Rs. 8,04,200; B/S Rs. 3,68,800.

(B) Issue of Shares at Premium 

Issue of shares at premium and over-subseription 
1 7Tat, 2003 sTHTE zyt o. À sY 10 5. a 7,500 HTHTRT T TAT PtAA fg| 2 5. sA 3iT 9. 

Taf qai a à T, 15,000 im foy GHTTEA-7 STEH B I 1 5Tat, 2003 5,000 3im s 

28 5at, 2003 150 i atst za afi T dà TI 

On 1st January, 2003, Promoters Company Ltd. issued 7,500 Equity Shares of Rs. 10 each to the public. Rs. 2 per share was payable on application and Rs. 3 (including premium of Rs. 0.50) per share on allotment. By 31st January, 2003 when the list was closed, company had received applications for 15,000 shares. On 1st Feburary, 2003, the Company finalised allotments by rejecting in full applications for 5,000 shares and by allotting the 7,500 shares proportionately among the remaining applicants. The allotment money was received on 28th Feb., 2003 except on 150 shares. 
Show the journal entries for the above including cash transactions and prepare Share Application A/c, Share Allotment A/c and Share Capital A/c in the ledger. Ans. Amount recd. on Allotment Rs. 17,150. 



10. 

Mohan Ltd. issued 10,000 equity shares of Re. 100 cach at a premium of 5%. Applications were received for 
15,000 shnres. Application fee is Rs. 20 per share. All the desired shares were allotted to the applicants of 9,000 
shares; 1,000 shares were allotted to the applicants of 5,000 shares and no shares were allotted to the remaining 
applicants. Allotment fee is Rs. 35 per share, which includes Rs. 5 for premium. According to Prospectus if the 
amount received on application is more than the amount due, the excess is used for payments of allotment and 
call's amounts. First and final call is of Rs. 50. All the calls were duly made and payments were also duly received. 
Pass the necessary Journal entries in the boolks of Mohan Ltd. Shares have been permitted to be dealt in on the 
Stock Exchange. 
Ans. Total of Journal Rs. 22,20,000. 

(C) Issue of Shares at a Discount 

11. 

Rajul Ltd. issued 10,000 equity shares of Rs. 10 each at a discount of Re. 1 per share; payable as Re. 1 on appication, 
Rs. 3 on allotment, Rs. 2 on first call and the balance on second call. All the amounts were duly received. Pass the 
necessary Journal entries in the books of Company. 
Ans. Total of Journal Rs. 1,90,000. 
Hint: In the absence of contrary information is treated with allotment. 

(D) Calls in Arrears 

12. ib fones À 10 5. ard 8,000 T4AI iT FriA7 fI y 1 5. TaE7-47 7, 3 5. 3dE7 47, 2 5.574 

Ankit Ltd. issued 8,000 equity shares of Rs. 10 each, payable as Re. 1 on application, Rs. 3 on allotment, Rs. 2 
on first call and the balance on final call. But Ranu, who holds 100 equity shares, did not pay first and final call 
amount on these shares and Subhash, who holds 60 shares did not pay final call amount. All other amounts 
were duly received. Pass the necessary Journal entries in the books of Company. 
Ans. Arrears in final call Rs. 640 and Total arrears Rs. 840. 

(E) Calls in Advance 

Calls in Advance and Interest thereon 

13. R Fes À 10 6. ad 10,000 FHCT Sian frfAT fodi g7 7 FTST yTHTT T TT :2 8. H27- 

Td 1 9ai, 2002, TeE 1 5ti, 2002, yew ATT 1 TOT, 2002 3ITT l&tra qT1 T7, 20021 T 

Saurabh Ltd. issued 10,000 equity shares of Rs. 10 each payable as Rs. 2 on application, Rs. 3 on allotment, Rs. 3 
on first call and balance on second call. Subhash, who had 600 shares, paid the amount of second call with first call. 
6% interest is payable on calls in advance according to articles of association. Sushil, who had 200 shares, paid the 
amounts of first and second call with allotment. Interest was paid to both of these shareholders on 1st Nov., 2002 Dates of various calls are as folows : Application 1st January, 2002, Allotment 1st February, 2002, Pirst Call Ist July, 2002 and Second Call 1stNovember, 2002. All amounts were duly received. Pass the necessary Jourmal enties 
in the books of Saurabh Ltd. 
Ans. Int. on calls in advance is Rs. 57. 

Shiva Ltd. invited applications for 10,000 equity shares of Rs. 100 ench of which payment were as follows 



6. 
TYHT-7 T (on application) 20 

30 TGE- R (on allotment letter) (1 5, 2002) 
saH TT (First call) (1 R7, 2002) 
HTTH ZTT (Final cal1) (1 5teti, 2003) 

30 

20 

H 9TTReT 27 T 1 5T0, 2001 r TAT 
All shares were subscribed and the allotment was made. One shareholder, who had 200 shares, paid the full 
amount due on shares with allotment. Pass the Journal entries of above transactions assuming that all the sums 

have been received. Interest to shareholders was paid on 1st February, 2003. 
Ans. Int. on calls in advance Rs. 330. 

2 5. 91-47 ; 2.50 5. HTEA TT; 3 5. g4 q-1 TT; 2.50 5. HA AT7 TTI TT H 90,000 ?NT 5 

Oy -47 ATH EI 1 STT, 2002 A 9R JIGE 7 feaT T4T: 45,000 T a GHcesi st gut, 20,000 

FEr TEHT 1 77, 2002 fari T 1 57ad, 2003 TTI Ai47 si Hr AE7- 

Neelam Company Ltd. issued 50,000 shares of Rs. 10 each payable as under 
Rs. 2 on application; Rs. 2.50 on allotment; Rs. 3 on first call and Rs. 2.50 on final call. The subscriptions were 
received from the public for 90,000 shares. The allotment was made as follows on 1st August, 2002: 
To the applicants of 45,000 shares...full. 
To the applicants of 20,000 shares...25%. 
To the applicants of remaining shares..nil. 
The first call was made on lst November, 2002 and the second call on 1st February, 2003. According the terms 
of issue, the surplus application money could be kept by the directors against money due on allotment and 
against subsequent calls. One shareholder to whom 5,000 shares were allotted paid on allotment the full amount 
due on shares. On 1st Februray, 2003, interest on calls in advance was paid5% per annum. According to 
articles of aasocia- tion, no interest is paid on excess of application money. Give entries in Journal of Neelam 
Company Ltd. Assuming that all money were duly received by it. Prepare in its books Calls in Advance Account 
also. Shares have been permitted to be dealt in on the Stock Exchange. 
Ans. Calls in advance Rs. 27,500; Rs. 15,000 adjusted with first call and 12,500 in second cal; interest on calls 

in advance is Rs. 500. 

Hint 27,500 x 5 x 3 
100 x 12 

= Rs. 343.75: 12,500 x 5x3 
- Rs. 156.25; 100 x 12 

Rs. 343.75+ 156.25 = Rs. 500 calls in advance. 

Calls in Aduance and Return of Excess 

ATden AHT T: 11,825 T (500 aT HT 54 STE-TAT ) Tzi 5,750 siT (gTH 
300 3i9T a 3TCE d 150 I Tfa fd T STTG ) TaTea Ar TuI 32,00 si9t (500 siat a 

Abhishek Ltd. made an issue of 10,000 shares of Rs. 10 each payable as follows: 
On application Rs. 3 per share, on allotment Rs. 4 per share, on call Rs. 3 per share. 43,825 shares were applied for including an application for 300 shares from a person who paid for the full face value of shares. Owing to Over-subscription, allotments were scaled down as follows: Applicants for 11,825 shares (in respect of applica- 



ions for 500 or less) received 5,750 shares tincluding the appliennt for 300 shares who got 150 shares). Applicants 
or 32,000 shares tin respect of applications over 600 share«) received 4,250 shares. 1he ainounts received were 
irst applied towards allotment and cnll amounts, aler satisfy ing amount due on application, and any balance 
lert was returned. Prepare Cash Book and open necc8aary Ledger Accounts to record the above tranxactions in 
the books of Company. Shares have been permitted to be dealt in on the Stock Exchange. 
Ans. Balance as per Cash Book Rs. 1.00,000, Totnl Excess nioney returned Ra. 53,600. 

(F) Forfeituro of Shares 

Normal Issuc, Forfeiture and Reissue 
17. . f. À 100 5ud a 10,000 siRT 120 5uà sf si7 Ft Arffaa frà fA=fafer 6T 2u à- 

25 574 STaAT 7, 45 5ud e7 7 (hfAr4 afea), 20 5yà s4 T- � 30 Hvà af zr1 T 

A Ltd. issued 10,000 shares of Rs. 100 each at Rs. 120 payable as follows: 
Ks. 25 on application; Rs. 45 on allotment (including premium; Rs. 20 on 1st call; Rs. 30 on final call. 9,000 

shares were applied for and allotted. All money were received with exception of first and final call on 200 shares 
held by Shyan. These shares were forfeited. Give necessary Journal entries and prepare Bank Account and 
Balance Sheet. 
Ans. Bank Balance Rs. 10,70,000; Share Forfeited A/e Rs. 10,000; Security Premium A/c Rs. 1,80,000, Totalof 

B/S Rs. 10,70,000. 

18. 

Eti Ltd. issued 500 equity shares of Rs. 10 each payable as under: 
Rs.2 on application, Rs. 2 on allotment, Rs. 3 on first call and Rs. 3 on final call. Suresh, who holds 100 shares 
failed to pay first and second call money and Sharad, who holds 50 shares failed to pay only second call. These 
shares were forfeited on account of non-payment and reissued at a discount of 2%. Pass the necessary Journal 
entries in the books of Eti Ltd. 
Ans. Balance of Forfeiture A/c Rs. 720 is transferred to Capital Reserve Alc. 

19. HT7 I fe. atT t 3,50,000 5., iRT 10 5. 77 T| 6,000 3T ua7 g5 yaA 

51-2 5. T-97 T, 15. TTeA R, 1 5. F74 7HT 7 AR 1 5. Ga Zra T TI ÅTM TT fAq 

7,000 HTd TT 
1,300 T 77 

500 H 
4 5. 9t 3T 

200 T 

Sanu Co. Limited has an authorised capital of Rs. 3,50,000 in shares of Rs. 10 each. Out of these 6,000 shares were issued as fully paid in payment of purchasing the building. 9,000 shares were subscribed for by the public and during the first year Rs. 5 per share called up, payable on Applications Rs. 2, on Allotment Re. 1, on First call Re. 1, and on Second call Re. 1. The amount received in respect of these shares was following: 
on 7,000 shares full amount called 
on 1,300 shares Rs. 4 per share 

Rs. 3 per share 

Rs. 2 per share 

on 500 shares 

on 200 shares 
Directors forfeited 700 shares on which less than Rs. 4 per share had been received. Give jourmal entries recording the above transactions and prepare the company's Balance Sheet at the end of the first year. 
Ans. Calls in arrear Rs. 1,300; Share Forfeiture Ae Rs. 1,900. Bank Balance Rs. 42,100; Total of B/S Rs. 1,02,100. 
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