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Ch. 3. - Issue of Shares 

THEORY  
 
MEANING OF SHARES 
According to Section 2(84) of the Companies Act, 2013, “share” means a share in the 
share capital of a company and its stock. 

 
KINDS OF SHARE CAPITAL 
The share capital of a company limited by shares can constitute of two kinds of 
share capital under the Companies Act, 2013, as follows : 

 

                                                                                                                                                       
 

Basis Equity Shares Preference shares 
1. Refund of 

Capital 
On winding up, the equity share 
capital is paid after the 
preference share capital or 
equity shareholder receives 
residual amount 

On winding up, the preference 
share capital is paid before the 
equity share capital is paid or 
preference shareholders have 
preference to get refund of capital 
over equity shareholders 

Shares 

Equity Share Preference 
Shares 

On Basis of 
Dividend 

On Basis of 
Participation 

On Basis of 
Convertibility 

Cumulative 
Preference 

Shares 

Nun Cumulative 
Preference Shares 

Participating Non Participating 
Preference  Preference 

Shares Shares 

Converitble 
Preference 

Share 

Non Convertible 
Preference Shares 
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2. Right of 
Dividend 

Dividend is paid on equity shares 
after payment of dividend on 
preference Shares 

Dividend is paid on preference 
shares before payment of dividend 
on equity shares 

3. Rate of Dividend No fixed rate of dividend. It is 
decided by the board of directors 
every year and it varies 
periodically 

Fixed rate of dividend is paid as 
prescribed on the face of 
preference shares, e.g., Issue at 
12%, in that case prefer shares 
would have 12% rate of dividend 

4. Right to Vote Equity shareholders have the 
right to vote in a meeting of 
shareholders and they elect the 
director for managing the 
company 

In normal course of business, 
preference shareholders do not 
enjoy the right to vote in the 
meetings of shareholders. 
But they may have the right to vote 
but only in special circumstances. 

5. Redemption Equity shares are not 
redeemable; however, a 
company may buy back its 
equity shares as conditions 
prescribed under Companies 
Act, 2013 

Preference shares are always 
redeemable 

 

TYPES/CLASSES OF PREFERENCE SHARES 

(a) On basis of Dividend: 
i. Cumulative Preference Shares: Cumulative preference shares are the 

preference shares whose holders are entitled to receive arrears of 
dividend before any dividend is paid on equity shares. 

ii. Non-cumulative Preference Shares: Non-cumulative preference shares 
are the preference shares whose holders do not have the right to receive 
arrears of dividend. If no dividend is declared in any year due to any 
reason, they get nothing, nor can they claim unpaid dividend in any 
subsequent years. 

(b) On basis of Participation 
i. Participating Preference Shares: In addition to the fixed preference 

dividend, such shares carry      a right to participate in the surplus profit, if 
any, after providing dividend at a stipulated rate to equity shareholders. 

ii. Non-Participating Preference Shares: Such shares get only a fixed rate 
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of dividend every year and do not have a right to participate in the surplus 
profit, if any. 

(c) On basis of Convertibility 
i. Convertible Preference Shares: They are preference shares with a 

right/option to get converted into equity shares 
ii. Non-Convertible Preference Shares: These are preference shares 

which do not have the right/ option to get converted into equity shares. 

 

DISCLOSURE OF SHARE CAPITAL 
 
Capital refers to the amount which is invested in a business with the basic aim of 
generating revenue. Capital is raised from public and people who contribute to the share 
capital are known as shareholders. 
Authorized Capital is also known as Nominal or Registered Capital which means the 
maximum amount of capital a company can issue. It is disclosed in the Memorandum of 
Association. 
Issued Capital is a part of Authorized capital which is offered to the public for 
subscription. 
Called Up Capital is the amount of nominal value of shares that has been called up by 
the company for payment from the shareholder. 

Paid Up Capital is that part of Called Up Capital which the members of company or 
shareholders have paid for. 

 

SUBSCRIPTION 

Minimum Subscription– It is the minimum amount which has been mentioned in the 
prospectus that must be subscribed by the public before an allotment of any security 
can be made. 
Prospectus : It is an invitation to public for subscription of shares or debentures. 
i) Under Subscription 

The issue is said to have been under subscribed when the company receives 
applications for less number of shares than offered to the public for subscription. 
In this case company does not face any problem regarding allotment since every 
applicant will be allotted the shares applied for, and the company can proceed 
with allotment provided the minimum subscription for shares is met. 

ii) Over Subscription 
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In case a company receives applications for more number of shares than the 
number of shares offered to the public for subscription, it is a case of over 
subscription. A company cannot allot more shares than what it has offered. 

 

Calls-in-Advance and Interest on Calls-in-Advance  
 
Meaning : A company may receive the amount remaining unpaid on shares, from the 
shareholders, even though the amount has not been called up subject to the 
authorization in its articles. In a case where the number of shares allotted to a person is 
much smaller than the number applied for and the terms of issue permit the company to 
retain the amount received in excess of application and allotment money, it shall be 
calls-in-advance. Of course, the company can retain only so much as is required to 
make the allotted shares fully paid ultimately. On actual time when calls are made, the 
calls-in-advance account is ultimately closed by transfer to the relevant call accounts. 
Disclosure Treatment: The money received on calls-in-advance does not become 
part of the share capital.  It is shown under a separate heading, namely ‘calls-in-
advance’ on the liabilities side of the Balance Sheet. Further, the liability to sundry 
shareholders is to be treated as outstanding liability and should be shown under the 
head “Current Liabilities” in the balance sheet. 

 

Interest on Calls-in-Advance 
 
The amount received as calls-in-advance is a debt to the company and thus the 
company is liable to pay interest on the amount received as Calls-in-Advance from the 
date of receipt of the amount till the date when the call is scheduled and made due for 
payment. 
Generally, the Articles of the company specify the rate at which interest will be payable 
on Calls-in-Advance. If the articles do not contain such rate, Table F of the Companies 
Act, 2013 will be applicable which leaves the matter to the Board of Directors to decide 
the rate of such interest, subject to a maximum rate of 12% p.a. 

 

Calls-in-Arrear and Interest on Calls-in-Arrear 
 
Meaning: When calls are made upon shares allotted, the shareholders holding the 
shares are bound to pay the call money within the date fixed for such payment. If a 
shareholder makes a default in payment of the call money within the appointed date, 
the amount thus failed for payment on a call is called Calls-in-Arrear. 



 

 

 PROF. MUKESH BARIA 
 

  

CORPORATE AND MANAGEMENT ACCOUNTANCY              Page 3.5 
  

 

Interest on Calls-in-Arrear: 
 
The interest is recoverable according to the provisions in this regard in Articles of the 
company. 
But if the Articles are silent, Table ‘F’ of Schedule I of the Companies Act, 2013, shall be 
applicable which prescribes that if a sum called in respect of shares is not paid before or 
on the day appointed for payment, the person who failed to pay shall pay thereof from 
the day appointed for payment to the time of actual payment at a rate not exceeding 
10% per annum. However, the Directors have the right to waive the payment of interest 
on Calls-in- Arrear. 
 
FORFEITURE OF SHARES 
 
Meaning & Procedure : In case where a shareholder fails to pay the allotment money 
and/or calls made on him, his shares are liable to be forfeited. Forfeiture of shares may 
be said to be the compulsory termination of his membership by way of penalty for non-
payment of allotment and/or any call money. 
 
REISSUE OF FORFEITED SHARES 
The Board of Directors can sell/ re-issue or dispose off the forfeited shares on such 
terms as it deems fit. However, the amount receivable on re-issue of such shares 
together with the amount already received from the defaulting member shall not, in any 
case, be less than the face value of the shares. Forfeited shares may be re-issued at: 

 

 

 

 

PREMIUM 

PAR 

DISCOUNT 
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PROBLEMS  
 

1. P. Ltd. was registered with an authorized nominal capital of Rs. 10,00,000 divided into 
1,00,000 equity shares of Rs. 10 each out of which 50,000 equity shares were offered to 
the public for subscription. The shares were payable as under: 
Rs. 3 per share on application  
Rs. 2 per share on allotment  
Rs. 2 per share on 1st call  
Rs. 3 per share on 2nd and final call  
The shares were fully subscribed for and the money was duly received. Show the journal 
entries.  
 

2. Delhi Chemicals Ltd. Was registered with an authorized capital of Rs. 15,00,000; 
consisting of 1,50,000 Equity Shares of Rs. 10 each. The company issue a prospectus 
inviting applications for 60,000 shares at a premium of Rs. 2 per share payable under:  

On application   - Rs. 2  
On allotment    - Rs. 5 (including Premium)  
On first & final call   - Rs. 5  

Application were received for 80,000 shares. Letters of regret were sent with the refund 
orders to the applicants of 12,000 shares. Pro rata allotment was made on the balance. 
Excess money received on applications were utilized towards the allotment money.  
Pass the necessary entries in the Journal of the company and also prepare the required 
note of ‘Share Capital’ in accordance with the provisions of Schedule – III of Companies 
Act, 2013.  
 

3. AB Ltd. issued 10,000 equity shares of Rs. 10/- each at a premium of 10%, payable 
as follows 

Rs. 2.00 per share on application;  
Rs. 3.00 per share on allotment;  
Rs. 2.00 per share on first call; and  
Rs. 3.00 per share on final call.  

Applications were received for 12,000 shares and the Directors allotted 10,000 
shares and refunded the excess application money for 2,000 shares.  
The allotment money was duly received on all the shares. One shareholder holding 
1,000 shares did not pay the first call money whereas another shareholder holding 
200 shares paid the final call money along with the first call money. The company 
did not make the final call. Pass the necessary Journal Entries in the books of AB 
Ltd.  
 

4. The issued share capital of Kuber Ltd. consists of 2,00,000 equity shares of Rs. 10/- 
each fully paid-up. The company offers new equity shares to its existing 
shareholders on rights basis of 1:1, the equity shares of Rs. 10/- each being offered 
at a premium of Rs. 10/- each which are payable as follows: -  
 On Application (Rs.) On Application (Rs.) 
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Share capital 5 5 
Securities premium 5 5 
 
All the shareholders accepted the offer. One shareholder holding 600 shares paid 
the full offer price with the application. Another shareholder holding 400 shares failed 
to pay the allotment money and his shares were subsequently forfeited. The forfeited 
shares were re-issued as fully paid-up for Rs. 8,000/- in cash. Journalize the above-
mentioned transactions.  
 

5. Enjoy Ltd, had allotted 10,000 shares to applicants for 14,000 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. Vikas failed to pay the first call 
and final call on his 300 shares. All the shares were forfeited and out of them 200 shares 
re-issued @ Rs. 9/- per share. Give the accounting treatment and also state the amount to 
be credited to Capital Reserve.  
 

6. The following particulars are given from the records of Maxel Ltd. relating issue and 
forfeiture of Equity shares. The amount per share was payable as Rs. 3 on 
application; Rs. 5 on allotment (including Rs. 2 as premium); and Rs. 4 on first and 
final call :  

Category No. of share No. of share 
 
I 
II 
III 

Allotted 
20,000 
10,000 
-- 

Applied 
30,000 
10,000 
5,000 (application money refunded) 

 
Allotments were made pro rata in Category-I. Raj, who applied for 450 shares in 
Category-I, failed to pay the allotment money and call money and his shares were 
forfeited by the company. Subsequently, 200 forfeited shares were issued to Hari as 
fully paid for Rs. 9 per share.  
Show the journal entries to record the above transaction.  

 
7. XYZ Ltd. issued to public 3,00,000 equity shares of Rs. 10/- each at a premium of Re. 1/- 

per share. The amount was payable as to Rs.2/- with application, Rs.4/- (including 
premium) on allotment and Rs.5/- on first and final call.  
Applications totaled 6,11,000 shares. The Board of Directors rejected applications for 
11,000 shares and made allotment to all the remaining applications on a pro-rata basis. P 
to whom 300 shares had been allotted did not pay the balance of allotment money and 
subsequently the call money. Q, who held 450 shares, did not pay the call. Their shares 
were forfeited three months after making of the call. All the forfeited shares were re-issued 
as fully paid-up to R at the rate of Rs. 11/- per share. You are required to pass Journal 
entries for all the transactions including cash transactions.  
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8. Give journal entries for the forfeiture and re-issue of shares in the following cases:  
1. P Ltd. forfeited 300 shares of Rs.10 each, fully called up for non-payment of final call 

money of  Rs.4 per share. These shares were subsequently re-issued by the company 
for Rs.10 per share as fully paid-up.  

2. Q Ltd. forfeited 300 shares of Rs.10 each, fully called up for non-payment of final call 
money of Rs.4 per share. These shares were subsequently re-issued by the company 
for Rs. 12 per share as fully paid-up.  

3. R Ltd. forfeited 200 shares of Rs.10 each, Rs.8 per share being called up on which a 
shareholder paid application and allotment money of Rs.5 per share but did not pay 
the first call money of Rs.3 per share. Of these forfeited shares, 150 shares were 
subsequently re-issued by the company as fully paid-up for Rs.8 per share.  
 

9. B Ltd. forfeited 2000 equity shares of Rs. 10 each, Rs. 8 called up for non-payment 
of first call money of Rs. 2 each. The company has already received Rs. 2 on 
application and Rs. 4 on allotment on these shares. Out of the shares forfeited, 1500 
shares were re-issued at Rs. 7 per share as showing Rs. 8 paid up.  
Journalize the above transactions in the books of the company.  
 

10. Sukriti Ltd. forfeited 100 shares of Rs. 10 each for non – payment of final call of Rs. 2. Of 
these, 60 shares were re – issued @ Rs. 10 per share as fully paid. Pass journal entries in 
the books of Sukriti Ltd. clearly showing how much amount was credited to shares 
forfeited account and what amount was transferred to capital reserve account.  
 

11. A company has a subscribed capital of 2,00,000 equity shares of Rs. 25/- each, Rs. 20/- 
per share called – up. The Directors forfeited 200 equity shares held by a shareholder who 
had failed to pay the first call made @ Rs. 10/- per share. Later, the Directors reissued 
these forfeited shares as Rs. 20/- per share paid – up at Rs. 22/- per share. Pass the 
journal entries for forfeiture and re – issue of shares.  

 

12. Rocket Ltd. purchased the business of Comet Ltd. for Rs.2,70,000 payable in fully paid 
shares. Rocket Ltd. allotted equity shares of Rs.10 each fully paid in satisfaction of the 
claim by Comet Ltd. Show the necessary journal entries in the books of Rocket Ltd. 
assuming that:  
a) Such shares are issued at par,  
b) Such shares are issued at premium of 20%  

 
13. A company has decided to increase its existing share capital by making rights issue to the 

existing shareholders in the proportion of one new share for every two old shares held. 
You are required to calculate the value of the right if the market value of share at the time 
of announcement of right issue is Rs.240. The company has decided to give one share of 
Rs.100 each at a premium of Rs.20 each. 
a) 100       b) 240 
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c) 40        d)  120 
 

14. Fitness Ltd. Is planning to raise funds by making rights issue of equity shares to part 
finance its expansion. The existing equity share capital of the company is Rs. 40 
lakhs and the market value are Rs. 45 per share. The company offered to its 
shareholders the right to buy 2 shares at Rs. 12 each for every 5 shares held. You 
are required to calculate –  
(i) Theoretical market price per share after the rights issue;  
(ii) The value of rights; and  
(iii) Percentage increase in share capital.  
 

PRACTICAL MCQs 

1. Value of share is Rs.100 and only Rs.80 called up only and a shareholder did 
not paid the final call of Rs.30 and his share is forfeited. On forfeiture Share 
Capital A/c will be debited by: 

a) Rs.100    b) Rs.80  
c) Rs.50     d)  Rs.70. 

 
2. The directors of B Ltd. made the final call of Rs.30 per share on January 15,  

2004 indicating the last date of payment of call money to be January 31, 
2004. Mr. C holding Rs.7,500 shares paid the call money on March15,2004. 
If the company adopts Table F of the Companies Act the amount of interest 
on calls - in - arrear to be paid by Mr. C is ? 
a) Rs.1937.50     b) Rs.1,406.00  
c) Rs.2812.50     d)  Rs.1,687.50 

 
W.N. 
 
 
 

 
3. O Ltd. issued 10,000 equity shares of Rs.10 each at a premium of 20% 

payable Rs.4 on application (including premium), Rs.5 on allotment and the 
balance on first and final call. The company received applications for 
Rs.15,000 shares and allotment was made pro-rata. P, to whom 3,000 
shares were allotted failed to pay the amount due on allotment. All his 
shares were forfeited before the call was  made. The forfeited shares  were 
reissued to Q at par. Assuming that no other bank transactions took place, 
the bank balance of the company after effecting the above transactions is? 
a) Rs.1,14,000     c) Rs.1,20,000 
b) Rs. 1,32,000                           d)  Rs.1,00,000   

 
W.N. 
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4. A company forfeited 2,000 shares of Rs.10 each (which were issued at par) 

held by Mr. John for non - payment of allotment money of Rs.4 per share. 
The called  up value per share was Rs.9. On forfeiture, the amount debited to 
share capital A/c is? 
a) Rs.10,000     b) Rs.8,000    
c) Rs.2,000         d)  Rs.18,000 

 
5. G. Ltd. acquired assets worth Rs.7,50,000 from H. Ltd. by issue of shares of 

Rs. 100 at a premium of 25%. The number of shares to be issued by, G. Ltd. 
to settle the purchase consideration is? 
a) 6,000Shares b) 7,500Shares 
c) 9,375Shares      d) 5,625Shares 

 
6. IJK Ltd. issued 20,000 shares of Rs.10 each at a premium of 20% on May 

01, 2004, payable as follows: 

On application Rs.4.50 (inclusive of premium) 
On allotment Rs.2.50 
On first and final call Rs.5.00 

 
Mrs. M, to whom 1000 shares were allotted, has paid excess Rs.5,000 on 
June 01, 2004. At the time of remitting the allotment money, she indicated 
that the excess money should be adjusted towards the call money. The 
directors of the company made the first and final call on October 31 , 2004. 
The company has a policy of paying interest on calls-in-advance. 
The amount of interest paid to Mrs. M on calls-in-advance is ? 
a) Rs.62.00    b) Rs. 52.08   
c) Rs. 250     d) Rs.150.00 

W.N. 
 
 

 
7. Z Ltd. issued 10,000 shares of Rs.10 each. The called up value per share 

was Rs.8. The company forfeited 200 shares of Mr. A for non- payment of 1st 
call money of Rs.2 per  share. He paid Rs.6 for application and allotment 
money. On forfeiture, the share capital account will be- 
a) Debited by Rs.2,000  b) Debited by Rs.1600 
c) CreditedbyRs.1,600  d) Debited byRs.1,200 
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8. B Ltd. invited applications for 5,000 shares of Rs.10 each at a premium of Rs.2 
per share payable  : 
On application – Rs. 5 
(including premium)  
On allotment – Rs.4 
On final call –  Rs.3 
Allotment was made on pro rate basis to the applicants of 6,000 shares. Mr. 
C to whom 60 shares were allotted, failed to pay allotment money and call  
money. Mr. D the holder of  100 shares, failed to pay call money. All these 
shares were forfeited after proper notice. 

(i) On forfeiture, the amount credited to share allotment account is? 
(a) Rs.480     (b)  Rs.640  
(c) Rs.180     (d)  Rs.400 

 
(ii) On forfeiture, the amount credited to share forfeiture account is? 

(a) Rs. 300     (b)  Rs. 880  
(c) Rs. 320     (d)  Rs. 940 

W.N. 
 
 
 
 
 

 
9. The subscribed capital of  a company is Rs. 80,00,000 and the nominal value of 

the share  is Rs.100 each. There were no calls in arrear till the final call was 
made. The final  call  made was paid on Rs.77,500 shares only. The balance in 
the calls in arrear amounted to Rs.62,500. Calculate the final call on share. 
a) Rs. 7            b) Rs.20  
c) Rs.22      d) Rs.25 

W.N. 
 
 

 
 

10. A company forfeited 5,000 shares of Rs.10 each held by A for nonpayment of 
allotment money of per share. The called up value per share is Rs.8. Calculate 
the amount to be debited to the share capital A/c at the time of forfeiture of such 
shares 
(a) Rs. 28,000             (b) Rs. 40,000     
(c) Rs. 18,000         (d) None of these 
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11. ABC Ltd. acquired the assets worth Rs.10,00,000 from XYZ Ltd. by issuing  
shares  of Rs.10 each at a premium of Rs.10 each. Calculate the number of 
shares to be issued to settle the liability 
(a) 50,000      (b) 1,00,000  
(c) 5,000      (d) 10,000 

 
12. ABC Ltd. allotted 20,000 shares to the applicants of 28,000 shares on pro-rata 

basis. If the application money is Rs.5 per share, calculate the number of shares 
allotted to Ram and also the amount to be adjusted from further calls if he has 
applied for 840shares. 
(a) 800shares,Rs.1,200    (b) 600 shares,Rs.800 
(c) 600shares,Rs.1,800    (d) 600 shares,Rs.1,200 

W.N. 
 
 
 

 
13. If a share of Rs.100 on which Rs.80 has been paid is forfeited, then calculate the 

minimum price at which it can bere-issued. 
(a) Rs.80      (b) Rs.100  
(c) Rs.20      (d) Rs. 50 

 
14. A company has issued 50,000 shares of Rs. 10 each at 20% premium payable 

as follows Application Rs.3, Allotment Rs.5 (including premium) and first & final 
call of Rs.4 each. A holder of 2,500 shares failed to pay the first & final call and 
his shares were forfeited thereafter. Calculate the amount to be credited to the 
share forfeiture A/c. 
(a) Rs. 11,000     (b) Rs. 15,000  
(c) Rs. 22,000      (d) None of these 

 
15. P Ltd. forfeited 150 shares of Rs.10 each, issued at a premium of Rs.2, for non - 

payment  of the final call of Rs.3. Out of these, 100 shares were re-issued @ 
Rs.11 per share. How much amount would be transferred 
(a) Rs.700      (b) Rs.500   
(c) Rs.1200       (d) Rs.300 

 
16. Z Limited forfeited 200 fully called up shares of Rs. 10 each on which Rs.1,300 

had been received; later on these shares were reissued as fully paid up @ Rs.9 
per share. The amount to be transferred from share forfeited account to capital 
reserve account will be:     
(a) Rs.1800      (b) Rs.2000  
(c) Rs.1100      (d) Nil 

 
17. Omega Limited, a listed company acquires assets worth Rs. 7,50,000 from Alpha 

Limited and issue shares of Rs.10 each at a premium of 25%. The number of 
shares to be issued by Omega Ltd., to settle the purchase consideration will be: 
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(a) 60,000      (b) 75,000 
(c) 1,00,000      (d) 1,25,000 

 
18. E Ltd. had allotted 10,000 shares to the applicants of 14,000 shares on pro-rata 

basis. The amount payable on application was Rs.2. F applied for 420 shares. 
The number of shares allotted and the amount carried forward for adjustment 
against allotment money due from F will be: 
(a) 60shares;Rs.120    (b) 340 shares;Rs.160 
(c) 320shares;Rs.200    (d) 300 shares;Rs.240 

W.N. 
 
 
 

 
19. A company forfeited 1000 shares of Rs.10 each (which were issued at par) 

held  by Saurabh for non-payment of allotment money of Rs.4 per share. The 
called-up value per share was Rs.8. On forfeiture, the amount debited to 
share capital account will be -  
(a) Rs. 10,000      (b) Rs. 8000  
(c) Rs. 2,000      (d) Rs. 18,000. 

 
20. Pious Limited purchases a machine worth Rs.1,15,000 from Indigo Traders. 

Payment was made as Rs.10,000 by cheque and the remaining by issue of 
equity shares of the  face value of Rs.10 each fully paid-up at an issue price 
of Rs.10.50 each. Amount of share premium would be 
(a) Rs.6,000      (b) Rs.5000  
(c) Rs.7000       (d) Rs.4,000 

 
W.N. 
 
 

 
21. X failed to pay final call on 24,000 shares Rs. 20 per share on 15.12.2013 

and paid the same on 15.032014. What is the interest of calls in arrears. 
(a) Rs. 12,000      (b) Rs. 6,000  
(c) Rs. 6150      (d) Rs.6,250 

W.N. 
 
 

 
22. X Ltd. forfeited 700 shares of Rs.10 each (9 called up) on which he paid up 7 

per share.  Out of these 200 shares were re-issued at Rs.9. Calculate the 
amount credited to Share Capital A/c at time of re-issued? 
(a) Rs.6300      (b) Rs. 4300  
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(c) Rs. 1800      (d) Rs.2000 

 
23. Y Ltd. forfeited 300 shares of Rs.10/- each for non-payment of allotment 

money of Rs. 4/-, first call and second call of Rs.2/- each. All the shares were 
re-issued @ Rs.10 paid up. Calculate the amount transferred to capital 
reserve. 
(a) Rs.800      (b) Rs.900  
(c) Rs. 1800      (d) Rs.600 

W.N. 
 
 

 
 

24. Gas Ltd. issued 1,00,000 equity shares of Rs.10 each payable as follows: 

Rs. 3 on application, Rs.3 on allotment, Rs.2 on first call and Rs.2 on second 
and final call. The Company received application for 1,50,000 shares. The 
allotment was  made  as  under:  
Applicants for 50,000 shares were allotted in full. Applicants for 80,000 
shares  were  allotted 50,000 shares on pro-rata basis and applicants for 
20,000 shares were rejected. The amount of excess application money 
available for adjustment against allotment is: 
(a) Rs. 50,000     (b) Rs. 90,000  
(c) Rs. 60,000      (d) Rs. 40,000 

 
25. Dabur Ltd. forfeited 400 shares of Rs.10 each fully called up on which the 

holder has paid only application money at Rs.4 per share. Out of these 250 
shares  were re-issued  at  Rs.12 per share fully paid up. Capital reserve will 
be credited by: 
(a) Rs.3,000      (b) Rs. 1600  
(c) Rs. 4,800     (d) Rs.1,000 

 
26. XYZ limited issued 20,000 shares of Rs.10 each. It received applications for  

24,000  shares. Shares were allotted to all shareholders proportionately. The 
application money was Rs.6 and allotment and call money was Rs.4 per 
share. Ram who was allotted 300 shares could not pay the allotment money. 
The money due to Ram would be: 
(a) Rs.1,800      (b) Rs.1,200  
(c) Rs.1,440      (d) Rs.840. 

 
27. Star Ltd. issued 80,000 equity shares of Rs.10 each. The money was 

payable as Rs.3 on application, Rs.4 on allotment, Rs.2 on first call and Re.1 
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on final call. The applications  were received for 1,20,000 shares. Applicants 
of 20,000 shares were allotted in full. Applicants of 80,000 shares were 
allotted 60,000 shares on pro rata basis and applications for 20,000 shares 
were rejected. Amount to be refunded by the company is: 
(a) NIL      (b) Rs.1,80,000 
(c) Rs. 60,000      (d) Rs.1,20,000 

 
28. A company issued 5000 shares. Application were received for 6000 shares 

and company made pro-rata allotment. D a Shareholder was allotted 600 
shares. Find the applied no. of shares by him: 
(a) 820      (b) 720  
(c) 900      (d) 80 

 
29. A company issued Rs.9,00,000 shares. Offer came for Rs.8,50,000 shares. 

Face value is Rs.10 per share. Application Rs.2, allotment is Rs.4 balance in 
2 equal calls. Amount transferred to share capital: 
(a) Rs.90,00,000     (b) Rs.85,00,000 
(c) Rs.80,00,000     (d) Rs.1,00,00,000 

 
30. If a company issued Rs.10,000, the application is received for Rs.12,000 

shares, company made pro-rata allotment for applicants of Rs.6,000 and 
allotted them 5,000 shares. Rest applicants were allotted in full. Amount 
adjusted against allotment is it application is for Rs.2. 
(a) Rs.2000      (b) Rs. 1000  
(c) Rs. 3000      (d) Rs.1500 

 
31. D/P limited issued 10,000 equity shares of Rs.10 each at a premium of 20%. 

The share amount was payable as Rs.2 on application Rs.5, on allotment 
(including premium) Rs.3   on first call and Rs.2 on second and final call. 
Application were received for 14,000 shares and shares were allotted to 
applicants on pro-rata basis. "E" who  was  allotted  3,000 shares failed to 
pay the first call. On his subsequent failure to  pay the  second  and final call, 
all his shares were forfeited. Out of the forfeited shares 200 shares were 
reissued at the rate of Rs.9 share. The amount transferred to capital reserve 
is: 
(b) Rs.200      (b) Rs. 1100  
(c) Rs. 800       (d) Rs.1300 

W.N. 
 
 

 



 

 

 PROF. MUKESH BARIA 
 

  

CORPORATE AND MANAGEMENT ACCOUNTANCY              Page 3.16 
  

32. A Co. issues shares of Rs.10 each at a premium of Rs.2. The amount was 
payable as on application of Rs.3, on allotment Rs.4 (including premium), on 
1st call Rs.3 and on second and final call Rs.2. Mr. E who holds 100 shares 
failed to pay first call money. The Co. has forfeited 100 shares after the first 
call on forfeiture, the amount debited to share capital account will be: 
(a) Rs.700      (b) Rs. 1200   
(c) Rs. 1000      (d) Rs.800 

 
33. A Co. invited application for 20,000 shares and it received 60,000 application. 

The shares were allotted as per details given below. Category A - shares 
applied  40,000  shares allotted 10,000. Category B - shares applied 15000 
shares allotted 10,000. Category C - shares applied 5,000 shares allotted nil. 
Ram lies in category B and has been allotted 300 shares. The no. of shares 
applied by him would be: 
(a) 100      (b) 450  
(c) 300      (d) 200 

 
34. A Ltd. Company forfeited 1000 equity shares of Rs.10/- each, issued at a 

premium of 10% for non-payment of first call of Rs.2/- and second call of 
Rs.3/- share. For recording this forfeiture, Calls-in-Arrear A/c will be Credited 
by: 
a) Rs.10,000     b) Rs.4,000 
c) Rs.5,000      d) Rs.7,000 

 
 

35. Biscuits limited invited applications for 5000 shares of Rs.10/- each at a 
premium of Rs.2/- share. The amount was payable as Rs.5/- (including 
premium) on applicants, Rs.4/- on allotment and Rs.3/- on final  Call 
Allotment was made on pro rata bases to the application  of 6000 shares. Mr. 
C to whom. 60 shares were allotted, failed to pay allotment money and call 
money. Mr. D the holder of 100 share, failed to pay the call money. All these 
shares were forfeited after proper notice of forfeiture, the amount credited to 
share forfeiture account will be: 

(a) Rs.300     b) Rs.880 
(c) Rs.940     d) Rs.320 

 
36. Star Ltd. issued 80,000 equity shares of Rs.10 each. The money was 

payable as Rs.3 on application, Rs.4 on allotment, Rs.2 on first call and Re.1 
on final call. The applications  were received for 1,20,000 shares Applicants 
of 20,000 Shares were allotted in full . Applicants of 80,000 were allotted 



 

 

 PROF. MUKESH BARIA 
 

  

CORPORATE AND MANAGEMENT ACCOUNTANCY              Page 3.17 
  

60,000 shares on pro-rata basis and applications for 20,000 Shares were 
rejected. Amount to be refunded by the Company is: 
(a) Rs.1,80,000     (b) Rs.60,000 
(c) Nil      (d) Rs.1,20,000 

 

37. Oil Ltd. issued 1,00,000 equity shares of Rs.100 each. The money was 
payable as follows: On application Rs.20 on allotment Rs.30. On first call 
Rs.20 and on second and final call Rs.30. Applications were received for 
2,00,000 shares and pro-rata allotment was made to applicants of 1,50,000 
shares, Excess money received on application was utilized towards allotment 
money. The amount adjusted towards allotment is: 
(a) Rs.10,00,000     (b) Rs.20,00,000 
(c) Rs.18,00,000     (d) Rs.15,00,000 

 
38. E Ltd. had allotted 10,000 shares to the applicants of 14,000 shares on pro-

rata basis. The amount payable on application was Rs.2. F applied for 420 
shares. The number of shares allotted and the amount carried forward for 
adjustment  against allotment money due from  F will be 
(a) 60 sharesRs.120     (b) 340 sharesRs.160 
(c) 320 sharesRs.200    (d) 300 sharesRs.240 

 
W.N. 
 
 

 
39. A company has issued 50,000 equity shares of Rs.10 each at a premium of 

15% payable  as Rs.3 on application, Rs.6.50 on allotment (Including 
Premium) and Rs.2 on call. Applications were received for 75,000 shares and 
pro-rata allotment  was made. All the  calls were made by the company and 
the amount was dully received except. Allotment and call money from a 
shareholder who applied for 1 ,200 shares. Calculate the  calls  in arrears. 
(a) Rs.5,600      (b) Rs.4,400 
(c) Rs.8,400      (d) Rs.4,000 

W.N. 
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40. A company issued 4,000 equity shares of Rs.10 each at par payable as 

under : On application Rs.3; on allotment Rs.2; on first call Rs.4 and on final 
call Rs.1 per share. Applications were received for 13,000 shares. 
Applications for 3,000 shares were rejected and pro-rata allotment was made 
to the applicants for 10,000 shares. How much  amount will be received in 
cash on first call? Excess application money is  adjusted  towards  amount 
due on allotment and calls. 
(a) Rs.6,000      (b) Nil 
(c) Rs.16,000     (d) Rs.10,000 

W.N. 
 
 
 
 
 

 
41. Y Ltd. forfeited 400 shares of Rs.10 each, Rs.7 called up, for non-parent of 

first call of Rs.2 per share. Out of  these, 300 shares were reissued for Rs.6 
per share as Rs.7 paid  up, What is the amount to be transferred to Capital 
Reserve Account? 
(a) Rs.1700      (b) Rs.1200 
(c) Rs.2100      (d) Rs.300 

 
W.N. 
 
 

 
 

42. 400 shares of Rs.10, on which Rs.8 has been called and Rs. 5 has been  
paid,  are forfeited. Out of these, 300 shares are re-issued for Rs. 9 as fully 
paid. What is the amount to be transferred to Capital Reserve Account? 
(a) Rs.1,200      (b) Rs.1,600 
(c) Rs.2000      (d) Rs.1700 

W.N. 
 
 

 

 
43. R Ltd. forfeited 600 shares of Rs. 100 each Rs. 70 called up on which 

Mahesh has paid application and allotment money of Rs.50 per share. Of 
these, 400 shares were re-issued  to Naresh as fully paid-up for Rs.110 per 
share. What is the amount to be transferred to Capital Reserve? 
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(a) Rs.30,000     (b) Rs.36,000 
(c) Rs.24,000     (d) Rs.20,000 

W.N. 
 
 

 

 
44. Madhu Ltd. forfeited 800 shares of Rs.10 each issued at 10% premium to 

Shyam (Rs.9 called up) on which he did not pay Rs.3 of allotment (including 
premium) and first call of Rs.2. Out of these, 600 shares were re-issued to 
Ram as fully paid up for Rs.9 per share. What is to amount to be transferred 
to Capital Reserve? 
(a) Rs. 2,400     (b) Rs.1,800 
(c) Rs.3,000      (d) Rs.3,600 

W.N. 
 
 

 
45. B Ltd. forfeited 300 shares of Rs.100 each,  Rs.70 called up, for non- 

payment of  first  call of Rs.20 per share. Out of these, 200 shares were 
reissued for Rs.60 per share as Rs.70 paid up. What is the amount to be 
transferred to Capital Reserve Account? 
(a) Rs.13,000     (b) Rs.8,000 
(c) Rs.2,000      (d) Rs.7,000 

W.N. 
 
 

 
46. 2,000 shares of Rs.10, on which Rs.7 has been called and Rs.5 has been 

paid, are forfeited. Out of these, 1,500 shares are re-issued for Rs.9 as fully 
paid. What is the  amount to be transferred to Capital Reserve Account? 
1. Rs. 6000      2. Rs. 2500 
3. Rs. 10,000     4. Rs. 8500 

W.N. 
 
 

 
47. Metacaf Ltd. issued 50,000 shares of Rs.100 each payable Rs.20 on 

application (on 1st May 2012); Rs.30 on allotment (on 1 January 2013); 
Rs.20 on first call (on 1st July 2013) and the balance on final call (on 1st 
February 2014.) Shankar, a shareholder holding 5,000 shares did not pay the 
first call on the due date. The second call was made and Shankar paid the 
first call amount along with the second call. All sums due were received. 
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Total amount received on 1st February was : 
(a) Rs.15,00,000     (b) Rs.16,00,000 
(c) Rs.10,00,000     (d) Rs.11,00,000 

 
 

THEORY MCQs.                                                                                                                                                                                                                                       
1. Amount of share forfeited after re-issue of shares should be transferred to: 

a) Add to share capital  
b) Capital reserve A/c 
c) The head revenue and surplus  
d) Share forfeited/c 

 
2. Any balance remaining in Share Forfeited account after reissue of all forfeited 

shares  will be transferred to: 
1. Share Capital A/c  
2. Goodwill A/c  
3. Capital Reserve A/c 
4. General Reserve A/c 

 
3. Time period between 2 calls should be 

a) Minimum 15 Days  
b) Minimum 21 Days 
c) Minimum 1 Month  
d) Minimum 3 Months 

 
4. "Securities Premium A/c" is shown in B/S on: 

a) Asset side (Loan & Advances)   
b) Liabilities side (Reserve & Surplus) 
c) Liabilities side (Loan & Advances)  
d) Asset side (Misc. Assets). 

 
5. Profit on reissue of forfeited shares is transferred to: 

a) Profit and Loss A/c     b) Capital Reserve A/c 
c) Share Capital A/c     d) General Reserve A/c 

 
6. Maximum amount that can be collected as premium as a percentage of face value:  

a) 10%       b) 20%  
c) 30%       d) Unlimited. 
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7. The minimum amount that should be called by a company with application for its 
shares is the following percent of face value of shares: 
a) 2%       b) 5%  
c) 10%       d) 15% 

 
8. A company cannot issue: 

a) Redeemable Equity Shares  
b) Redeemable Preference Shares 
c) Redeemable Debentures   
d) Fully Convertible Debentures 

 
9. Which of the following is not a capital profit? 

a) Profit prior to incorporation of the company 
b) Profit from the sale of fixed assets 
c) Premium on issue of shares 
d) Compensation received on the termination of a contract. 

 
10. Unless otherwise stated, a preference share is always deemed to be: 

a) Cumulative, participating and non -convertible 
b) Non - cumulative, non - participating and non -convertible 
c) Cumulative, non - participating and non -convertible 
d) Non - cumulative, participating and non -convertible. 

 
11. The rate of interest paid on calls in advance as per Table F is: 

a) 5%p.a.      b) 6%p.a.  
c) 10%p.a      d) 12%p.a. 

 
12. The document inviting offers from public to subscribe for the debentures or shares 

or deposits of a company is a: 
a) Share Certificate     b) Articles of Association 
b) Fixed Deposit Receipt    d) Prospectus 

 
13. When shares are issued to promoters for their services, the account that will be 

debited is: 
a) Preliminary Expenses A/c    b) Goodwill A/c 
c) Promoters A/c     d) Share Capital A/c. 

 
14. The maximum amount beyond which a company is not allowed to raise funds, by 

issue of shares, is its: 
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a) Issued Capital     b) Reserve Capital 
c) Authorized Capital     d) Subscribed Capital. 

 
15. Which of the following should be deducted from the share capital to find out paid - 

up capital? 
a) Calls - in-advance  
b) Calls - in arrears 
c) Share forfeiture  
d) Discount on issue of shares. 

 
16. Which of the following does not appear under the head 'share capital' of a balance 

sheet? 
a) Preference Share Capital  
b) Share Forfeiture A/c 
c) Equity Share Capital  
d) Capital Reserve Alice 

 
17. Which of the following statements is true regarding calls - in -arrears? 

a) Calls - in - arrears is that part of called up capital which remains unpaid. 
b) It is not shown in the balance sheet until the defaulted shares are forfeited. 
c) The rate of interest on calls - in -arrear is chargeable at 5% p.a. if a company 

adopts Table F. 
d) Charging of interest on calls - in arrear need not be permitted by the articles of 

association. 

 
18. Which one of the following is known as Registered Capital of the Company 

a) Paid -up Capital  
b) Authorized Capital 
c) Uncalled Capital  
d) Reserve Capital 

 
19. When shares are forfeited, the Share Capital Account is debited with …… and the 

Share Forfeiture Account is credited with……. 
a) Paid - up capital of shares forfeited; Called up capital of shares forfeited 
b) Called up capital of shares forfeited; Calls in arrear of shares forfeited. 
c) Called up capital of shares forfeited; Amount received on shares forfeited 
d) Calls -in arrears of shares forfeited; Amount received on shares forfeited, 
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20. The following statements apply to equity/preference shareholders. Which one of 
them applies only to preference shareholders? 
a) Shareholders risk the loss of investment 
b) Shareholders bear the risk of no dividends in the event of losses 
c) Shareholders usually have the right to vote 
d) Dividends are usually given at a set amount in every financial year. 

 
21. Interest on amount of calls in advance cannot be more than: 

a) 5%perannum     b) 6% per annum 
c) 10%per annum     d) 12% per annum 

 
22. The amount of capital that is mentioned in 'Capital clause' is known as: 

a) Authorized Capital     b) Registered Capital 
c) Nominal Capital     d) All of these 

 
23. That portion of called up capital which is not received is known as: 

a) Uncalled capital     b) Unpaid calls 
c) Reserved capital     d)  None of these 

 
24. The minimum subscription as prescribed by SEBI against the entire issue is: 

a) 95%       b) 90%  
c) 5%       d) none of these 

 
25. The amount called over and above the nominal value of share should be credited 

to:  
a) Share premium a/c     b) Share capital a/c 
c) Share allotment a/c    d) None of these 

 
26. The excess of the nominal value over the issue price represents: 

a) Premium on share     b) Discount on share 
c) Forfeiture of share     d) None of these  

 
27. Pro-Rata allotment is done in case of: 

a) Full subscription     b) Oversubscription 
c) Undersubscription     d) Shares issued at premium 

 
28. Share application account is of the nature of a 

a) Real a/c      b) Persona la/c 
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c) Nominal a/c      d) None of the above 

 
29. Balance of Share premium account cannot be used for: 

a) Issuing of fully paid bonus shares 
b) Writing off preliminary expenses 
c) Writing off discount of issue of shares 
d) Writing off goodwill 

 
30. If the Premium of the forfeited share has already been received, then share 

Premium a/c should be: 
a) Credited      b) Debited 
c) Cannot be cancelled    d) None of these 

 
31. What percentage of shares issued to the public must be subscribed so that the 

shares can be allotted 
a) 75%       b) 50%  
c) 90%       d) None of these 

 
32. Which account will be credited if the gain on forfeiture is more than the loss on re-

issue 
a) Capital Reserve     b) Profit &Loss 
c) General Reserve     d) Share Forfeiture 

 
33. On the forfeiture of shares, the share capital will be debited by  

a) Paid up value     b) Called up value 
c) Uncalled capital      d) Nominal value 

 
34. If the shares are issued at a premium and the amount of premium has been 

received, then what will be the treatment of the premium amount at the time of 
forfeiture 
a) Debit security premium A/c 
b) Debit capital reserve A/c 
c) Credit security premium A/c 
d) No treatment  

 
35. As per Section 52, the balance standing in the securities premium account cannot 

be utilized or 
a) Payment of dividend 
b) Writing of discount on issue of shares 
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c) Issue of fully paid bonus shares 
d) None of these 

 
36. Voluntary return of shares for cancellation by the shareholders is called  

a) Cancellation of shares    b) Forfeiture  
c) Surrender of shares    d) None of these 

 
37. Balance in the share forfeiture account appears in the balance sheet under the 

head of  
a) Share capital      b) Reserve and surplus 
c) Current liabilities      d) None of these 

  
38. The statement issued to the public for issue of shares is called as 

a) Statement in lieu of prospectus   b) Prospectus 
c) Articles of association    d) None of the above 

 
39. Right shares are issued to  

a) The existing shareholders    b) Promoters 
c) Employees      d) Vendor 

 
40. Share allotment account is  

a) Personal A/c      b) Nominal A/c 
c) Real A/c      d) All of the above  

 
41. Which of the following statement is true? 

a) Authorized capital = issued capital 
b) Authorized capital > issued capital  
c) Paid up capital ≥ issued capital  
d) None of the above 

 
42. Which of the following will define, when appropriation of a certain number of shares 

is made to an applicant in response to his application? 
a) Share allotment      b) Share forfeiture 
c) Share trading     d) Share purchase  

 
43. If the number of shares offered to public for subscription is less than the number of 

applications received, it is termed as :- 
a) Rs. 700      b) Rs. 500 
c) Rs. 1200      d) Rs. 300 
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44. The maximum amount beyond which a company is not allowed to raise funds by 
issue of its shares, is called – 
a) Subscribed capital      b) Called up capital  
c) Paid up capital      d) Authorized capital  

 
45. Forfeited shares account (not yet re-issued) shown under the heading ……. 

a) Current liabilities     b) Reserves and surplus 
c) Share capital      d) Long term borrowings 

 
46. As per Section 52 of the Companies Act, 2013, the securities premium reserve can 

be utilized for the purpose of : 
a) Redemption of preference shares 
b) Transfer of amount to capital redemption reserve 
c) Payment of dividend on preference shares 
d) Payment of premium on redemption of preference shares 

 
47. Which of the following statement is not correct? 

a) Equity shares are convertible 
b) Equity shares have voting rights 
c) Equity shares are also known as ordinary shares 
d) Equity shareholders get involved 

 
48. Large Ltd. Issued 25000 equity shares of rs.100 each at a premium of Rs.15 each 

payable as Rs.25 on application, Rs.40 on allotment and balance in the first call. 
The applications were received for 75000 equity shares.  
The above is the case of : 
a) Forfeiture of shares    b) Pro-rata allotment  
c) Over-subscription      d) Under-subscription  

 
49. Which of the following statement is not true : 

a) When the shares are forfeited securities premium is debited along with share 
capital where premium has not been received 

b) Where all the forfeited shares are not re-issued the share forfeited account will 
show a credit balance equal to gain on forfeiture of shares not yet re-issued 

c) Loss on re-issue of shares cannot be more than the gain on forfeiture of those 
shares 

d) Where forfeited shares are re-issued at premium, the amount of such premium 
is credited to capital reserve account 
 

50. The amount paid in advance by a shareholder is called : 
a) Called up capital      b) Prepaid capital 
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c)  Calls in advance     d) Unpaid capital  
 

51. Nominal capital is also known as ………  
a) Authorized capital      b) Issued capital 
b) Preference capital      d) None of the above  

 
52. Which of the following statement in false about calls in advance? 

a) According to Table F, maximum interest on calls in advance is paid @ 12%p.a. 
b) Payment of interest on calls in advance is at the discretion of the company 
c) Interest on calls in advance is paid from the date of receipt of call up to the date 

of relevant call 
d) Calls in advance are not entitled for any dividend. 

 
53. Which of the following statement is true? 

a) Reserve capital can't be called when required 
b) In case of under subscription pro-rata allotment can be made 
c) A Co. can't issue shares at a discount 
d) Authorized capital can never be less than subscribed capital. 

 
54. As per Companies Act, 2013 the interest on  calls-in-advance is paid for the  

period from the: 
a) Date of receipt of allotment money to the date of appropriation. 
b) Date of receipt of calls-in-advance to the date of appropriation of the call. 
c) Date of receipt of application money to the date of appropriation. 
d) Date of appropriation to the date of dividend payment. 

 
55. When there is an increase in the minimum capital with which the company is 

registered is  to be altered. 
(a) Memorandum of association   b) Article of association 
(c) Paid up capital     d) Subscribed capital 

 
56. A Shareholder does not pay his dues on allotment. For the amount due, there 

will be a……….. 
(a) Debit balance in the share allotment account 
(b) Credit balance in the share allotment account 
(c) Credit balance in the share forfeiture account 
(d) Debit balance in the share forfeiture account 

 
57. Which of the following statement is true?: 

(a) A company cannot reissue shares at discount 
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(b) Reserved capital cannot be called when required 
(c) Authorized capital can never be less than issued capital 
(d) In case of under subscription pro-rata allotment can be made 

 
58. The discount allowed on re-issue of forfeited shares is debited 

(a) General reserve account 
(b) Share forfeiture account 
(c) Capital reserve account 
(d) Revaluation reserve account 

 

CS EXAM MCQs                                                                                                                    
1. Shiva Ltd. forfeited 4,500 equity shares of Rs.10 each (which are issued on 40% 

pro-rata (basis) for non-payment of allotment @ Rs.6  (including premium of 
Rs.2.50) and first and final call Rs.3 per share. If the excess money received on 
application is used for receiving the amount due as securities premium, what amount 
should be credited to 'Shares Forfeited Account'? [2019 – Dec] 
a) Rs. 15750       b) Rs. 28125 
c) Rs. 39375      d) Rs. 13500 

 
2. P Ltd. forfeited 5,000 equity shares of Rs.10 each for non-payment of first and final 

call of Rs.2.50 per share which were issued at a premium of Rs.3 per share 
receivable at allotment. Out of these, 3,200 shares are re-issued at Rs.8 per share 
as fully paid up. The amount transferred to Capital Reserve will be : [2019 – Dec] 
a) Rs. 37500 
b) Rs. 31100 
c) Rs. 24000 
d) Rs. 17600 

 
3. C Ltd. invited applications for the issue of Rs.20 Lakh equity shares of Rs.10 each 

payable Rs.3 on application and Rs.7 on allotment. Applications were received for 
35 Lakh equity shares. Applications for 7 Lakh shares were rejected and pro-rata 
allotment was made to remaining applicants. Excess application money was 
adjusted on the sums due on allotment. Ravi could not pay allotment money on his 
2500 allotted shares. The amount received on allotment will be: [2019 – Dec] 
a) Rs. 13992500     b) Rs. 11592500 
c) Rs. 10486880     d) Rs. 11585500 
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4. Rule 17 of the Companies (Share Capital and Debenture) Rule, 2014, is related to: 
2019 - Dec 
a) Issue of right shares 
b) Buy-back of shares or other securities 
c) Issue of sweat equity shares 
d) Employee stock option plan 

 
5. For the companies whose financial statements comply with the accounting 

standards as prescribed in Section 133 of the Companies Act, 2013, the premium 
payable on redemption of preference shares shall be provided out of: 2019 - Dec 
a) the profits of the company only 
b) the securities premium only 
c) any of either profits of the company or securities premium 
d) none of the above 

 
6. The Capital Redemption Reserve Account may be used by the company : [2019 - 

Dec] 
a) In the issue of fully paid-up bonus shares 
b) In conversion of partly paid-up shares into fully paid-up 
c) In writing off the preliminary expenses of the company 
d) In distribution of dividend among shareholders 

 
7. A company offered equity shares to public for subscription. 70% of public issue was 

underwritten by. G. Her firm underwritten was for 40,000 shares. Public subscribed 
for 130000 shares. 
What is the net liabilities of G if as per underwriting agreement no credit is given to 
underwriter G for her firm underwritten shares? [2019 – Dec] 
a) 4,000 Shares 
b) 85,000 Shares 
c) 96,000 Shares 
d) 56,000 Shares 

 
8. The term calls in arrears is shown in the company’s balance sheet : [2019 – Dec.] 

a) Under current liabilities 
b) Under current assets, loans and advances 
c) As deducted from called up capital  
d) Noncurrent liabilities 

 
9. At the time of forfeiture of shares the share capital account will be : 2019 – Dec. 

a) Debited with paid up value of share forfeited 
b) Debited with called up value of share forfeited 
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c) Debited with face value of shares forfeited 
d) Debited with issue price of shares forfeited 

 
10. The loss/discount on re-issue of forfeited shares may be : 2019 – Dec. 

a) Equal or exceed the forfeited amount 
b) Not exceed the forfeited amount 
c) Equal to amount of premium which were received at the time of original issue 
d) Not exceed the called up value of shares 

 
11. when the forfeited shares were originally issued at premium, the maximum 

permissible discount on re-issue will be : 2019 – Dec. 
a) The amount of premium at time of original issue 
b) The amount credited to forfeited shares account 
c) The face value of forfeited shares 
d) The called up value of forfeited shares 

 
12. Z Ltd. Issued 5000 equity shares of Rs.10 each at 10% premium which is payable 

on allotment. The company received application money @ Rs.3 per share and 
allotment money received on only 4500 shares @ Rs.4 per share. The company 
forfeited 500 shares for nonpayment of allotment money. At the time of forfeiture, the 
equity shares capital a/c will be : 2019 – Dec. 
a) Debited with Rs.5000 
b) Debited with Rs.3500 
c) Debited with Rs.3000 
d) Credited with Rs.3500 
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