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(PRACTICAL QUESTIONS)
(A) Issue of Equity Shares at Par
Receipt of Applications for all the shares issued
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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
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%E:E%ih%:gé :)vfalgsfjoi‘{)neeglcgnmll:lt éjélgbg(gﬂﬂi\:“gl an uut'llll(irizml capital of Rs. 3,00,000 divided into 10,000, 8%
Shares were issued Lo the public, ‘l;aynbl Suﬁ yfol]lgiv eﬂs:o 8. 10 each. 8,000, 8% Pref. Shares and 15.000 Equity



Rs. 2 on application, Rs. 3 on allotment. Rs. 2 on first call and Rs. 3 on second and final call ;\pp.hcnltmns_ \\*tehrv
received for the shaves issued and all these shares were duly allotted and paid. Record these transactions in the
following cases and prepare Balance Sheet in the books of Sharad Ll_d.:

(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 records of application and a_dlu(monl are made separately;
(¢)when no record 1« 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
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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 mcenfed 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 r_etumed; (i1) when excess of application
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.

Treatment of excess of applications in various ways
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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.
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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 — No allotment
On applications for 5,000 shares — Full alltoment
On applications for 6,000 shares — 50% allotment
On applications for 8,000 shares — 25% allotment

The surplus application money is to be utilised t
to those whom on shares were allotted.

All instalments were recovered in due time. Pass the n
and prepare its Balance Sheet.

Ans. Amount refunded Rs. 3,000; Amount adjusted in allotment Rs. 12,000 and i .
Sheet Rs. 1,00,000. ‘000 andin call Rs. 6,000: Total of Balance

owards the allotment and call. Application money was returned

ecessary Journal entries in the books of the Company
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Receipt of Whole Capital in a lump-sum -
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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 wel;e
subscribed and duly allotted. Make necessary journal entries if the issue was : (i) at par, (i) at discount of 10%,

and (ii1) at a premium of 20%.
Ans. Total of Journal (i) Rs. 60,000, (ii) Rs. 57,000 and (iii) Rs. 72,000.
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Agro Limited made the following issue of shares :
(i) To avender who supplied machinery costing Rs. 4,40,000, 4,000 Equity shares of Rs. 100 each at a premium
of 10%, .
(11) 1,000, 10% Preference shares of Rs. 500 each at a premium of 5%, and

(iii) 2,000 Equity shares of Rs. 100 each at par.
The issue was fully subscribed and all amounts were received. Pass the necessary journal entries in the books
of the company.
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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-subscription
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January, 2003 when the list was closed, company had received applications for 15,000 shares. On 1st Fébgrax‘;,

2003, the Company finalised allotments by rejecting in full applicati 4 i

[ , Pplications for 5,000 shares and by allott
7,500 shares proport g ining appli ; : eeived o St one
2005 o o;:] 11;% si?;i'i:ly among the remaining applicants. The allotment money was received on 28th Feb,,
Show the journal entries for the above including cash transactior

18 and prepare icati

Allotment A/c and Share Capital A/c in the ledggr. SR Appl*catlon it
Ans. Amount recd. on Allotment Rs. 17,150.
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Mohan Ltd. issued 10,000 equity shares of Rs. 100 each at a premium of 5%. Applications were rocmvedrfot
15,000 shares. 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 nl}otwd to the remaining
applicants. Allotient fee is Rs. 36 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'samounts. 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 books 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
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Rajul Ltd. issued 10,000 equity shares of Rs. 10 each at a discount of Re. 1 per share; payable as Re. 1 on application,
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 °
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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
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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 follows : Application 1st J anuary, 2002, Allotment 1st February, 2002, First Call 1st

July, 2002 and Second Call 1st November, 2002. All amounts were du] i e
s cand Sooundl Sl § ere duly received. Pass the necessaryJournal entries

Ans. Int. on calls in advance is Rs. 57.
faran fefiez 3 100 %. a1 10,000 Fwar sigit & fory wrefar-my Al Re Rrs VFIRITT 3T SR BT AT
Shiva Ltd. invited applications for 10,000 equity shares of Rs. 100 each of which payment were as follows :
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ITET-99 |1 (on application) 20
HTESH-9 W (on allotment letter) (1 A3, 2002) 30
ST ATEHT (First call) (1 3FERET, 2002) 40
=TT GTEAT (Final call) (1 BEGE, 2003) 20
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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. .
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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 1st 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 paid @ 5% per annum. According to
articles of associa- 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 call; interest on calls
in advance is Rs. 500.

) 27,500x5x3 _ e, 12,600 X5x3 )
Hint : 100x12 - Rs. 343.75; T00x12 - Rs. 156.25;

Rs. 343.75 + 156.25 = Rs. 500 calls in advance.
Calls in Advance and Return of Excess
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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

fo.r including an application for 300 shares from a person who paid for the full face value of sha
over-subscription, allotments were scaled down as follows: Applicants for 11,825 shares (in respee
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- the first year.,

tions for 500 or less) received 5,750 shares (including the applicant for 300 shares who got 160 shares). Applicants
for 32,000 shares (in respect of applications over 500 sharex) received 4,260 shares. The amounts rccvw:&d l'.w:re
first applied towards allotment and call amounts, after satisfying nmount due on application, and any e
left was returned. Prepare Cash Book and open necessary Ledger Accounts to n:cnrcl the abave transactions 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 money returned Ra. 53,600,

(F) Forfeiture of Shares

Normal Issue, Forfeiture and Reissue
T. ¥ 3 100 B9 ar 10,000 3w 120 B wfy sty @ Freif fd @ Frefofem T 27 A—
25 §94 WA 97, 45 0 aeed o (fftay gfed), 20 Hed g g 9 O 30 ATa Hf=m T |
9,000 39l & fou e &t ¢ T S Rar | @ Tes e ) Ryara 200 gt w7 9499 vl Af=E A
& o [ s & arg 81 & aisil @1 s e Bar T
e o amavad sRafeal @i, &% @ od Rigr @)
A Ltd. issued 10,000 shares of Rs. 100 each at Rs. 120 payable as follows : .
Rs. 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 Shyam. 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/c Rs. 10,000; Security Premium A/c Rs. 1,80,000; Total of
B/S Rs. 10,70,000.
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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.
A F . @t it Goft 3,650,000 5. 2, 9 319 10 5. 1 &) 59 & 6,000 39T quiee TH Wad & F
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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
on 1,300 shares
on 500 shares

on 200 shares
Directors forfeited 700 shares on which less than Rs.
Give journal entries recording the above transaction

full amount called
Rs. 4 per share
Rs. 3 per share

Rs. 2 per share
4 per share had been received.

8 and prepare the company’s Balance Sheet at the end of

Ans. Callsin arrear Rs. 1,300; Share Forfeiture A/cRs. 1,900. Bank Balance Rs. 42,100; Total of B/S Rs. 1,02,100.
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