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Issue of Shares for Consideration other than Cash 

 

I. Issue of Shares to Vendors 

In this regard, the purchase of assets and issue of shares are to be treated as two 

separate transactions. 

(i) (a) When Assets are Purchased 

Assets A/c (Individually)                                                   Dr 

To Vendor 

(Being assets purchased from…… ) 
(b) When Business is Purchased 

Sundry Assets A/c                                                             Dr 

Goodwill A/c                                                                  Dr 

To Sundry Liabilities A/c To Vendor 

To Capital Reserve A/c* 

(Being business purchased from vendor for purchase consideration of Rs ) 

NOTE ‘Vendor’ is credited with purchase consideration payable to him Either goodwill 
or capital Reserve will come. 

(ii)On Issue of Shares  

(a)At Par  

Vendor                                 Dr 

To Share Capital A/c 

 

(b)At Premium 

Vendor                                Dr 

To Share Capital A/c 

To Securities Premium Reserve A/c 

 

II. Issue of Shares to Promoters 

Formation Expenses/ Incorporation Cost/Goodwill A/c                Dr 

To Share Capital A/c 

(Being … share of … each issued to promoters of the company) 

III. Issue of Shares to Underwriters 

(i)Making Underwriting Expenses Due 

Underwriting Expenses A/c                                                   Dr 

To Underwriters A/c (Being underwriting commission due) 



(ii)Issuing Shares to Underwriters 

Underwriters A/c                                                              Dr 

To Share Capital A/c 

(Being …shares issued @ …… per share to underwriters. 

Forfeiture of Shares 

Forfeiture of shares means cancellation of shares and seizure of the amount already 

received from defaulting shareholders. 

(i) Forfeiture of Shares Originally Issued at Par 

Share Capital A/c                                  Dr (Called-up money) 

To Forfeited Shares A/c                             (Paid-up money) 

To Share Unpaid Calls A/c                         (Unpaid money or calls-in-arrears) 

(Being forfeiture of…… shares for non-payment of call of…….. per share) 

 

(ii)Forfeiture of Shares Originally Issued at Premium and Premium was 

Received 

Share Capital A/c                                  Dr (Called-up money) 

To Forfeited Shares A/c                             (Paid-up money) 

To Share Allotment A/c                             (Unpaid money excluding premium) 

To Share Unpaid Call A/c                          (Unpaid money or calls-in-arrears) 

(Being forfeiture of …… shares for non-payment of allotment and call of…… per share) 

 

(iii)Forfeiture of Shares Originally Issued at Premium and Premium was not 

Received 

Share Capital A/c                                  Dr    (Called-up money) 

Securities Premium Reserve A/c              Dr    (Unpaid premium) 

To Forfeited Shares A/c                             (Paid-up money) 

To Share Allotment A/c                             (Unpaid money including premium) 

To Share Unpaid Call A/c                          (Unpaid money or calls-in-arrears) 

(Being forfeiture of …… shares for non-payment of allotment and call of ……per share) 

 

 

Important Questions of Issue of Shares 

 

Q1. Sundram Ltd purchased furniture for Rs 3,00,000 from Ravindram Ltd, Rs 1,00,000 

were paid by drawing a promissory note in favour of Ravindram Ltd. The balance was 

paid by issue of equity shares of Rs 10 each at a premium of 25%. Pass journal entries 

in the books of Sundram Ltd. 



Q2. Z Ltd purchased furniture costing Rs 2, 20,000 from CD Ltd. The payment was to 

be made by issuing of 9% preference share of Rs 100 each at a premium of Rs 10 per 

share. Pass necessary journal entries in the books of Z Ltd.   

Q3. Goodluck Ltd purchased machinery costing Rs 10, 00,000 from Fair Deals Ltd. The 

company paid the price by issue of equity shares of Rs 10 each at a premium of 25%. 

Pass necessary journal entries for above transactions in the books of Goodluck Ltd. 

Q4. SSP Ltd forfeited 300 shares of Rs 10 each issued at a premium of Rs 2 per share 

for the non-payment of allotment of Rs 4 per share (including premium). The first and 

final call of Rs 3 per share has not been made yet, 50% of forfeited shares were re-

issued at Rs 8 per share fully paid-up. Pass necessary journal entries for the forfeiture 

and re-issue of shares.   

Q5. TAG Ltd forfeited 400 shares of Rs 10 each issued at a premium of Rs 1 per share 

for the non-payment of allotment of Rs 4 per share (including premium). The first and 

final call of Rs 3 per share has not been made yet. 50% of forfeited shares were re-

issued at Rs 8 per share fully paid-up. Pass necessary journal entries for the forfeiture 

and re-issue of shares. 

Q6. DN Ltd issued 50,000 shares of 110 each payable as Rs 2 per share on application, 

Rs 3 per share on allotment and Rs 5 on first and final call. Applications were received 

for It was decided that  

(i) Refuse allotment to the applicants of 10,000 shares. 

(ii)Allot 20,000 shares to Mohan who had applied for similar number. 

(iii)Allot the remaining shares on pro-rata basis. 

Mohan failed to pay the allotment money and Sohan who belonged to the category (iii) 

and was allotted 3,000 shares paid both the calls with allotment. Calculate the amount 

received on allotment. 

Q7. MCS.Ttd issued 40,000 shares of Rs 10 each payable at Rs 2 on application, Rs 4 

on allotment and the balance, in two equal instalments. 

Applications were received for 80,000 shares and the allotment was made as 

follows:   * 

(i) Applications of 50,000 shares were allotted 30,000 shares. 

(ii)Applications of 30,000 shares were allotted 10,000 shares. 

Neeraj to whom 600 shares were allotted from category (i), failed to pay the allotment 

money. 

Pass the necessary journal entries upto allotment only. 

Q8. The directors of a company forfeited 200 shares of Rs 10 each issued at a premium 

of Rs 3 per share, for the non-payment of the first call money of Rs 3 per share. The 

final call of Rs 2 per share has not been made. Half the forfeited shares were re-issued 

at Rs 1,000 fully paid. Record the journal entries for the forfeited shares and re-issue. 

Q9. Meena Ltd issued 60,000 shares of Rs 10 each at a premium of Rs 2 per share 

payable as Rs 3 on application, Rs 5 on allotment (including premium) and balance on 



the first and final call. Applications were received for 1, 02,000 shares. 

The directors resolved to allot as follows 

(i)Applicants of 60,000 shares — 30,000 shares 

(ii) Applicants of 40,000 shares — 30,000 shares 

(iii)Applicants of 2,000 shares — Nil 

Nikhil who had applied for 1,000 shares in category (i) and Vish, who was allotted 600 

shares in category (ii) failed to pay the allotment money. Calculate the amount received 

on allotment. 

Q10. Jaya Ltd issued 60,000 shares of Rs 10 each at a premium of Rs 2 per share 

payable as Rs 3 on application, Rs 5 (including premium) on allotment and balance on 

the first and final call. Applications were received for 82,000 shares. The directors 

resolved to allot as follows 

(i)Applicants of 30,000 shares — allotted 20,000 shares 

(ii)Applicants of 50,000 shares — allotted 40,000 shares 

(iii)Applicants of 2,000 shares — Nil 

Ramesh who had applied for 900 shares in category (i) and Suresh who was allotted 

600 shares in category (ii) failed to pay the allotment money. Calculate the amount 

received on allotment. 

Q11. The directors of a company forfeited 500 shares of Rs 10 each issued at a 

premium of Rs 3 per share, for the non-payment of the first call money of Rs 3 per 

share. The final call of Rs 2 per share has not been made. Half the forfeited shares 

were re-issued at Rs 2,500 fully paid. Record the journal entries for the forfeited shares 

and re-issue of shares. 

Q12. Samta Ltd forfeited 800 equity shares of 1100 each for the non-payment of first 

call of Rs 30 per share. The final call of Rs 20 per share was not yet made. Out of the 

forfeited shares 400 were re-issued at the rate of Rs 105 per share fully paid-up. Pass 

necessary journal entries in the books of Samta Ltd for the above transactions. 

Q13. Ltd invited applications for issuing 75,000 equity shares of Rs 10 each at a 

premium of Rs 5 per share. The amount was payable as follows On application and 

allotment — Rs 9 per share (including premium) On first and final call — Balance 

amount. 

Applications for 3, 00,000 shares were received. Applications for 2, 00,000 shares were 

rejected and money refunded. Shares were allotted on pro-rata basis to the remaining 

applicants. The first and final call was made. The amount was duly received except on 

1,500 shares applied by Ravi. His shares were forfeited. The forfeited shares were re-

issued at a discount of Rs 4 per share. Pass necessary journal entries for the above 

transactions in the books of X Ltd.   
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