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Forfeiture of Shares Issued at a Premium

Case 1: Where shares to be forfeited were issued at a premium and the premium 

money remained unpaid: In this case the credit already given to the ‘Securities 

Premium A/c’ will be cancelled at the time of forfeiture of the shares by debiting 

“Securities Premium A/c”.





Case 2: Where shares to be forfeited were issued at a premium and 

the premium money was duly received on the shares to be forfeited : 

In this case Securities Premium Account is already credited at the time 

of making call will not be cancelled at the time of forfeiture of the 

shares. In such a case, the accounting entry on forfeiture will be the 

same as the one passed in case of shares issued at par.



Example:

ICC Ltd. forfeited 500 equity shares of Rs.10 each fully 

called up which were issued at a premium 20%. Amount 

payable on shares were: on application Rs2; on allotment 

Rs.5; on first and final call Rs.5. Only application money 

was paid by the shareholders in respect of these shares. 

Pass journal entries for the forfeiture.





THANK YOU!!


