A LiMITeED CoMPANY ForrFeiTED 600 SHARes Or 100 EAcH
(ORIGINALLY ISsUED AT 259%PREMIUM PAYABLE ALONG W/ITH

UNDERSTANDING THE FORFEITURE OF SHARES IN A LIMITED COMPANY

A LiMTep Company ForreiTep 600 SHares OF 100 EacH (ORIGINALLY ISSUED AT 25% PREMIUM PAYABLE ALONG WITH IS
A SIGNIFICANT EVENT IN THE FINANCIAL AND LEGAL MANAGEMENT OF A COMPANYIS SHAREHOLDING STRUCTURE. SHARE
FORFEITURE REFERS TO THE PROCESS WHEREBY A COMPANY CANCELS OR RECLAIMS SHARES FROM A SHAREHOLDER DUE TO NON-
COMPLIANCE WITH CERTAIN OBLIGATIONS, SUCH AS UNPAID CALLS OR PREMIUMS. THIS ARTICLE EXPLORES THE CONCEPT
COMPREHENSIVELY, FOCUSING ON THE SPECIFICS OF FORFEITING SHARES ORIGINALLY ISSUED AT A PREMIUM, THE LEGAL
FRAMEWORK, ACCOUNTING TREATMENT, AND IMPLICATIONS FOR STAKEHOLDERS.

WHAT Does IT MeEaAN WHEN SHARES ARE FORFEITED?

DerINITION AND CONTEXT

SHARE FORFEITURE OCCURS WHEN A COMPANY CANCELS THE SHARES OF A SHAREHOLDER DUE TO DEFAULT ON PAYMENT
OBLIGATIONS, SUCH AS UNPAID CALLS OR PREMIUMS. \W/HEN SHARES ARE FORFEITED, THE SHAREHOLDER LOSES ALL RIGHTS
ASSOCIATED WITH THOSE SHARES, INCLUDING VOTING RIGHTS AND DIVIDENDS.

CoMMON REASONS FOR SHARE FORFEITURE

- NON-PAYMENT OF CALLS OR PREMIUMS

- BREACH OF SHARE ISSUANCE TERMS

- FAILURE TO COMPLY WITH COMPANY REGULATIONS
- DEFAULT ON OTHER CONTRACTUAL OBLIGATIONS

DeTAILS OF THE SHARE ISSUE: ORIGINAL TERMS AND PREMIUM

UNDERSTANDING SHARE PREMIUM
|N THIS CASE, THE SHARES WERE ISSUED AT A 250/0 PREMIUM, MEANING THE COMPANY RECEIVED MORE THAN THE NOMINAL VALUE

OF THE SHARES. FOR EXAMPLE:

- NoMmINAL (FACE) VALUE PER SHARE: []] 100
- PREMIUM PAYABLE AT ISSUANCE: 259% oF 100=p] 25
- TOTAL AMOUNT PAYABLE PER SHARE: 125 100+ 25)

PAYMENT STRUCTURE
TYPICALLY, THE PAYMENT FOR SHARES ISSUED AT A PREMIUM INVOL VES:
- |ssuUe PRrICE: 125 PER SHARE

- PAID-uP AMOUNT: USUALLY A PART OF THE ISSUE PRICE PAID UPFRONT
- CALLS AND PREMIUMS: REMAINING AMOUNT PAYABLE IN INSTALLMENTS OR AS CALLS



LEGAL FRAMEWORK GOVERNING SHARE FORFEITURE

ReLEVANT LAWS AND REGULATIONS

THE PROCESS OF FORFEITURE IS GOVERNED BY THE COMPANIES ACT, ALONG WITH THE COMPANY’S ARTICLES OF ASSOCIATION.
KEY LEGAL PROVISIONS INCLUDE:

- SEcTION 64 oF THE CoMPANIES ACT: GOVERNS THE ISSUE OF SHARES AT A PREMIUM
- SecTIoN 64(2): DETAILS ON THE FORFEITURE PROCESS IF PREMIUMS ARE UNPAID
- ARTICLES OF ASSOCIATION: SPECIFIC PROCEDURES FOR FORFEITURE, INCLUDING NOTICES AND RESOLUTIONS

PROCEDURAL STEPS FOR FORFEITURE

1. NoTIce oF CALL: ISSUED TO SHAREHOLDERS REQUESTING PAYMENT

2. DEFAULT IN PAYMENT: WHEN A SHAREHOLDER FAILS TO PAY THE CALL OR PREMIUM

3. RESOLUTION: THE COMPANY PASSES A RESOLUTION TO FORFEIT THE SHARES

4. NOTIFICATION: SHAREHOLDER IS NOTIFIED ABOUT THE FORFEITURE

5. ENTRY IN REGISTER: SHARES ARE CANCELED OR TRANSFERRED TO THE COMPANY'S NAME

ACCOUNTING TREATMENT OF FORFEITED SHARES

INITIAL RECORDING

\W/HEN SHARES ARE FORFEITED, THE ACCOUNTING ENTRIES REFLECT THE CANCELLATION AND ANY AMOUNT RECEIVED.
- JOURNAL ENTRY AT FORFEITURE:

- DeeIT: SHARE CAPITAL (FOR NOMINAL VALUE)

- DeBIT: SECURITIES PREMIUM ACCOUNT (IF APPLICABLE)

- CREDIT: SHARE FORFEITED ACCOUNT (FOR AMOUNT RECEIVED)
- CrepIT: SHARE CAPITAL (FOR AMOUNT FORFEITED)

ForrelTED SHARE CAPITAL CALCULATION

- NOMINAL VALUE OF FORFEITED SHARES: 600 sHares X ] 100 =[] 60,000
- PREMIUM ORIGINALLY PAID: 25% oF 100 =[] 25 PErR SHARE
- ToTAL PReMiUM ON 600 sHares: 600 x ] 25 =[] 15,000

NoTE: THE ACTUAL AMOUNT PAID AT THE TIME OF ISSUE AND SUBSEQUENT CALLS DETERMINES THE AMOUNT TO BE CREDITED OR
DEBITED.

ReissUE oF FORFEITED SHARES

IF THE COMPANY REISSUES FORFEITED SHARES, THE ACCOUNTING ENTRIES ADJUST ACCORDINGLY, OFTEN AT A DISCOUNT TO THE
ORIGINAL ISSUE PRICE.

IMPLICATIONS FOR THE COMPANY AND SHAREHOLDERS



For THE COMPANY

- RECOVERIES OF UNPAID AMOUNTS
- REDUCTION OF SHARE CAPITAL IF SHARES ARE CANCELED
- POTENTIAL FOR REISSUE AT A DISCOUNT TO ATTRACT NEW INVESTORS

For SHAREHOLDERS

- LOSS OF VOTING RIGHTS AND DIVIDENDS ON FORFEITED SHARES
- POSSIBLE REISSUE AT A LOWER PRICE
- IMPACT ON COMPANY'S FINANCIAL HEALTH AND SHARE VALUATION

LeGAL AND PRACTICAL CONSIDERATIONS IN FORFEITING SHARES

ProPeER NOTICE AND PROCEDURE
ENSURE ADHERENCE TO LEGAL REQUIREMENTS, INCLUDING:
- SENDING TIMELY NOTICES TO DEFAULTING SHAREHOLDERS

- HOLDING APPROPRIATE RESOLUTIONS IN MEETINGS
- RECORDING FORFEITURES ACCURATELY IN THE REGISTER

HANDLING FORFEITED SHARES

- DECIDING WHETHER TO REISSUE OR CANCEL FORFEITED SHARES
- DETERMINING THE REISSUE PRICE IF REISSUED
- ACCOUNTING FOR ANY LOSS OR GAIN ON REISSUE

CAse STupy: ForreITURE oF 600 SHARES Issued AT [P] 125 EAcH

SceNARIO OVERVIEW

A coMPANY 1SSUED 600 SHARES OF 100 EACH AT A PREMIUM OF 25%, PAYABLE AT 125. THE SHAREHOLDER FAILED TO
PAY THE FINAL CALL OF [] 25 PER SHARE, LEADING TO FORFEITURE.

STepPs T AKEN

1. NOTICE ISSUED: A FORMAL NOTICE WAS SENT DEMANDING THE UNPAID AMOUNT.

2. DEFAULTED PAYMENT: THE SHAREHOLDER DID NOT RESPOND.

3. RESOLUTION PASSED: THE COMPANY'S BOARD APPROVED THE FORFEITURE.

4. FORFEITURE ENTRY: THE SHARES WERE CANCELED, AND THE FORFEITED AMOUNT WAS CREDITED TO THE SHARE FORFEITED
ACCOUNT.

FINANCIAL IMPACT

- THE FORFEITED SHARES' NOMINAL VALUE WAS [} 60,000.
- THE AMOUNT PAID UPFRONT WAS 100 Per SHARE, TOTALING [7] 60,000.
- THE PREMIUM PAYABLE WAS 2] 25, ToTaLING 2] 15,000.



-IF REISSUED, THE COMPANY MIGHT SELL THESE SHARES AT A DISCOUNT, SAY 80 PER SHARE.

ConcLusion: Key TAKEAWAYS ON HANDLING FORFEITED SHARES

- FORFEITURE IS A LEGAL PROCESS TO PROTECT THE COMPANY'S INTERESTS WHEN SHAREHOLDERS DO NOT FULFILL THEIR
PAYMENT OBLIGATIONS.

- PROPER LEGAL PROCEDURES, INCLUDING NOTICES AND RESOLUTIONS, ARE CRITICAL.

- ACCOUNTING FOR FORFEITED SHARES INVOLVES SPECIFIC JOURNAL ENTRIES, AND UNDERSTANDING THE TREATMENT OF PREMIUMS
IS ESSENTIAL.

- REISSUE OF FORFEITED SHARES CAN BE A STRATEGIC MOVE TO RAISE CAPITAL WITHOUT ISSUING NEW SHARES.

- THE EVENT IMPACTS BOTH THE COMPANY'S CAPITAL STRUCTURE AND SHAREHOLDER RIGHTS.

FINAL THOUGHTS

MANAGING SHARE FORFEITURE EFFICIENTLY REQUIRES A CLEAR UNDERSTANDING OF LEGAL PROVISIONS, METICULOUS RECORD-
KEEPING, AND STRATEGIC FINANCIAL MANAGEMENT. \W/HEN DEALING WITH SHARES ISSUED AT A PREMIUM, ESPECIALLY IN
FORFEITURE SCENARIOS, THE COMPLEXITIES INCREASE, EMPHASIZING THE IMPORTANCE OF PROFESSIONAL LEGAL AND ACCOUNTING
GUIDANCE. WHETHER THE SHARES ARE CANCELED OR REISSUED, ENSURING TRANSPARENCY AND COMPLIANCE SAFEGUARDS THE
COMPANY’S INTEGRITY AND STAKEHOLDER CONFIDENCE.

FREQUENTLY ASkeD QUESTIONS

\WHAT DOES IT MEAN WHEN A LIMITED COMPANY FORFEITS 600 sHARes oF f] 100
EACH?

FORFEITURE OF SHARES OCCURS WHEN A SHAREHOLDER FAILS TO PAY THE AMOUNT DUE ON THEIR SHARES. IN THIS CASE, 600
SHARES OF 100 EACH ARE CANCELED AND THE SHAREHOLDER LOSES THEIR RIGHTS TO THOSE SHARES DUE TO NON-PAYMENT.

How IS THE FORFEITED AMOUNT TREATED IN THE COMPANY'S ACCOUNTING RECORDS?

THE AMOUNT PAID ON THE SHARES BEFORE FORFEITURE IS TRANSFERRED TO THE SHARE CAPITAL ACCOUNT, AND ANY AMOUNT
PAID OVER THE FACE VALUE, SUCH AS PREMIUM, IS TRANSFERRED TO THE SHARE PREMIUM ACCOUNT. THE FORFEITED SHARES CAN
LATER BE REISSUED OR CANCELED.

W/HAT ARE THE IMPLICATIONS OF FORFEITING SHARES ORIGINALLY ISSUED AT A 25%
PREMIUM PAYABLE ALONG WITH THE AMOUNT?

SINCE THE SHARES WERE ISSUED AT A PREMIUM, THE COMPANY MUST ACCOUNT FOR THE PREMIUM AMOUNT SEPARATELY. \X/HEN
SHARES ARE FORFEITED, THE PREMIUM IS TYPICALLY TRANSFERRED TO THE SHARE PREMIUM ACCOUNT, AND THE FACE VALUE IS
TRANSFERRED TO THE SHARE CAPITAL ACCOUNT.

CAN FORFEITED SHARES BE REISSUED? IF SO , UNDER WHAT CIRCUMSTANCES?

YES, FORFEITED SHARES CAN BE REISSUED AT A PRICE DETERMINED BY THE COMPANY, OFTEN AT A DISCOUNT OR PREMIUM,
PROVIDED THE REISSUE COMPLIES WITH LEGAL REQUIREMENTS AND THE COMPANY'S ARTICLES OF ASSOCIATION.



WHAT JOURNAL ENTRIES ARE MADE WHEN SHARES ARE FORFEITED DUE TO NON-
PAYMENT?

TYPICALLY, THE ENTRIES INCLUDE DEBITING THE SHARE CAPITAL ACCOUNT AND CREDITING THE SHARE FORFEITED ACCOUNT
WITH THE AMOUNT PAID ON THE SHARES, AND DEBITING THE SHARE FORFEITED ACCOUNT AND CREDITING THE SHARE CAPITAL
ACCOUNT WITH THE FACE VALUE OF THE FORFEITED SHARES.

How DOES THE FORFEITURE OF SHARES AFFECT THE COMPANY'S FINANCIAL
STATEMENTS?

FORFEITED SHARES ARE RECORDED AS A REDUCTION IN SHARE CAPITAL AND MAY RESULT IN A GAIN IF THE FORFEITED AMOUNT
EXCEEDS THE AMOUNT PAID. THE SHARE FORFEITED ACCOUNT APPEARS IN THE BALANCE SHEET UNTIL THE SHARES ARE REISSUED
OR CANCELED.

ADDITIONAL RESOURCES

A LiMmiTep Company Forrermep 600 SHARes OF 100 EAcH (ORIGINALLY ISSUED AT 25% PREMIUM PAYABLE ALONG WITH)

\X/HEN EXPLORING THE COMPLEXITIES OF CORPORATE SHARE MANAGEMENT, ONE PHRASE THAT OFTEN EMERGES IN LEGAL AND
FINANCIAL DISCUSSIONS 1S “A LiMTED CoMpaNy ForreiTED 600 SHares OF 100 EAcH (ORIGINALLY 1SSUED AT 25%
PREMIUM PAYABLE ALONG WITH).” THIS SCENARIO ENCAPSULATES VARIOUS FACETS OF SHARE ISSUANCE, FORFEITURE
PROCEDURES, AND THE IMPLICATIONS FOR BOTH THE COMPANY AND SHAREHOLDERS. UUNDERSTANDING THE NUANCES BEHIND SUCH
TRANSACTIONS IS CRUCIAL FOR COMPANY DIRECTORS, AUDITORS, AND LEGAL PROFESSIONALS INVOLVED IN CORPORATE
GOVERNANCE.

IN THIS GUIDE, WE WILL DISSECT THIS SCENARIO COMPREHENSIVELY, EXPLORING THE REASONS BEHIND SHARE FORFEITURE, THE
ACCOUNTING TREATMENT, LEGAL CONSIDERATIONS, AND BEST PRACTICES FOR HANDLING FORFEITED SHARES. \W/HETHER YOU'RE A

COMPANY SECRETARY, ACCOUNTANT, OR A STUDENT OF CORPORATE LAW, THIS DETAILED ANALYSIS AIMS TO CLARIFY THE
COMPLEXITIES SURROUNDING FORFEITED SHARES ISSUED AT A PREMIUM.

UNDERSTANDING THE CONTEXT: SHARES ISSUED AT A PREMIUM
BEFORE DELVING INTO FORFEITURE, IT’S ESSENTIAL TO UNDERSTAND THE INITIAL ISSUANCE OF SHARES AT A PREMIUM.

SHARES ISSUED AT A PREMIUM REFER TO SHARES SOLD FOR MORE THAN THEIR NOMINAL (FACE) VALUE. IN OUR SCENARIO, THE
SHARES ARE ISSUED AT 100 EACH, WITH A 259% PREMIUM PAYABLE ALONG WITH THE SHARE PRICE.

- NoMINAL VALUE: 100 PER SHARE

- Premium: 259% oF 100 = 25

- TOTAL AMOUNT PAYABLE BY THE SHAREHOLDER: 125 PER SHARE

TOTAL PAID-UP AMOUNT: 125 PER SHARE

THIS ISSUANCE METHOD BENEFITS THE COMPANY BY INCREASING ITS SHARE CAPITAL WITHOUT ISSUING NEW SHARES, AND IT

ALSO SIGNALS CONFIDENCE IN THE COMPANY'S PROSPECTS. SHAREHOLDERS PAY THE PREMIUM AT THE TIME OF SUBSCRIPTION,
WHICH ADDS TO THE COMPANY'S RESERVES OR CAPITAL PREMIUM ACCOUNT.

REASONS FOR FORFEITURE OF SHARES

SHARE FORFEITURE OCCURS WHEN A SHAREHOLDER FAILS TO MEET THEIR OBLIGATIONS, SUCH AS PAYING THE AMOUNT DUE ON
SHARES. COMMON REASONS INCLUDE:



- NON-PAYMENT OF CALL MONEY: WHEN A COMPANY MAKES A CALL ON SHARES (ADDITIONAL AMOUNT PAYABLE AFTER INITIAL
ISSUE)/ AND THE SHAREHOLDER FAILS TO PAY WITHIN THE SPECIFIED PERIOD.

- VIOLATION OF TERMS: BREACH OF SHAREHOLDER AGREEMENTS OR COMPANY ARTICLES.

- LEGAL OR FINANCIAL ISSUES: \WHEN A SHAREHOLDER BECOMES INSOLVENT OR REFUSES TO COMPLY WITH THE COMPANY'S
REQUIREMENTS.

IN OUR SCENARIO, 600 sHARES ofF 100 EACH, ISSUED AT A 25% PREMIUM PAYABLE ALONG WITH, WERE FORFEITED LIKELY DUE
TO NON-PAYMENT OF THE CALL MONEY OR THE PREMIUM.

THE FORFEITURE PROCESS: STEP-BY-STEP
1. NoTice oF DErAULT

THE COMPANY ISSUES A NOTICE TO THE DEFAULTING SHAREHOLDER REQUESTING PAYMENT OF THE AMOUNT DUE, INCLUDING ANY
PREMIUM OR CALL MONEY.

2. DEFAULT PErIOD

THE SHAREHOLDER FAILS TO PAY WITHIN THE STIPULATED PERIOD, BREACHING THE TERMS OF ISSUE OR SUBSCRIPTION.

3. REsoLUTION To FORFEIT

THE BOARD OF DIRECTORS PASSES A RESOLUTION TO FORFEIT THE SHARES, FORMALLY CANCELING THE SHAREHOLDER’S RIGHTS.
4. FORFEITURE ENTRY

THE COMPANY’'S BOOKS ARE UPDATED TO REFLECT THE FORFEITURE, REDUCING THE SHARE CAPITAL AND RECOGNIZING THE
FORFEITED SHARES.

FINANCIAL AND ACCOUNTING IMPLICATIONS

FORFEITING SHARES AFFECTS BOTH THE COMPANY'S SHARE CAPITAL AND ITS ACCOUNTING ENTRIES. IT IS ESSENTIAL TO RECORD
THE FORFEITED SHARES PROPERLY TO MAINTAIN ACCURATE FINANCIAL STATEMENTS.

Key CoNCEPTS:
- PaiD-UP CAPITAL: THE AMOUNT PAID BY SHAREHOLDERS; FORFEITURE REDUCES THIS IF SHARES ARE CANCELED.

- SHARE CAPITAL: THE NOMINAL VALUE OF ISSUED SHARES; MAY BE REDUCED UPON FORFEITURE.
- PREMIUM ACCOUNT: THE AMOUNT RECEIVED OVER THE NOMINAL VALUE; NEEDS TO BE CONSIDERED DURING FORFEITURE.

ACCOUNTING TREATMENT OF FORFEITED SHARES
INITIAL ENTRY UPON FORFEITURE
\X/HEN SHARES ARE FORFEITED, THE TYPICAL JOURNAL ENTRY IS:

- DeBIT: SHARE CAPITAL (NOMINAL VALUE OF SHARES FORFEITED)
- CREDIT: SHARE FORFEITED ACCOUNT (A CAPITAL RESERVE)

ExXAMPLE:

Suppost 600 sHAReS oF 100 EACH ARE FORFEITED DUE TO NON-PAYMENT OF THE PREMIUM AND CALL MONEY.



- NOMINAL VALUE OF FORFEITED SHARES: 600 x 100 = 60,000
- PReMIUM PAYABLE: 259% oF 100 = 25 PER SHARE

- TOTAL PAYABLE AT ISSUE: 125 PER SHARE

- AMOUNT PAID (IF ANY): DEPENDS ON THE DEFAULT

|[F NO AMOUNT WAS RECEIVED (I.E.I SHARES WERE ISSUED BUT NOT PAID)I

- SHARE CAPITAL Is DEBITED BY 60,000
- SHARE FORFEITED ACCOUNT IS CREDITED WITH THE TOTAL AMOUNT UNPAID (IF ANY)

IF SOME AMOUNT WAS RECEIVED (SAY, PARTIAL PAYMENT):
- THE AMOUNT RECEIVED IS CREDITED TO SHARE CAPITAL OR SHARE PREMIUM ACCOUNTS ACCORDINGLY.
REISSUE OF FORFEITED SHARES

IF THE COMPANY REISSUES THE FORFEITED SHARES AT A DISCOUNT OR AT PAR, ADDITIONAL ENTRIES ARE NEEDED TO RECORD THE
REISSUE AND RECOGNIZE GAINS OR LOSSES.

LEGAL AND REGULATORY CONSIDERATIONS
1. CoMpLIANCE WITH COMPANIES ACT REGULATIONS

THE PROCESS OF FORFEITING SHARES MUST ADHERE TO THE PROVISIONS OF THE CoMPANIES ACT (E.G., IN INDIA, THE COMPANIES
AcT, 2013), INCLUDING:

- PROPER NOTICE TO SHAREHOLDERS

- BoARD APPROVAL

- RECORDING RESOLUTIONS IN MINUTES

- FILING RELEVANT RETURNS WITH AUTHORITIES

2. RIGHTS OF SHAREHOLDERS

FORFEITURE SHOULD BE CONDUCTED FAIRLY, WITH THE SHAREHOLDER GIVEN AN OPPORTUNITY TO PAY THE DUES BEFORE SHARES
ARE CANCELED.

3. REISSUE RESTRICTIONS

REISSUED SHARES MUST COMPLY WITH STATUTORY LIMITS, AND DISCLOSURES SHOULD BE MADE IN FINANCIAL STATEMENTS.

HANDLING FORFEITED SHARES: BEST PRACTICES
1. CLEAR DOCUMENTATION

MAINTAIN DETAILED RECORDS OF:

- NOTICES SENT

- BOARD RESOLUTIONS

- PAYMENTS RECEIVED

- FORFEITURE ENTRIES

2. ACCURATE ACCOUNTING RECORDS

UPDATE ACCOUNTS PROMPTLY TO REFLECT FORFEITURE:



- DEBIT SHARE CAPITAL

- CREDIT SHARE FORFEITED ACCOUNT

- ADJUST SHARE PREMIUM OR CALLS AS APPLICABLE
3. REISSUE STRATEGY

DECIDE WHETHER TO:

- REISSUE FORFEITED SHARES AT A DISCOUNT, AT PAR, OR PREMIUM
- USE THE SHARE FORFEITED ACCOUNT AS A RESERVE FOR FUTURE ISSUES

4. DISCLOSURE IN FINANCIAL STATEMENTS
ENSURE TRANSPARENCY BY DISCLOSING:
- NUMBER OF FORFEITED SHARES

- REASONS FOR FORFEITURE
- AMOUNT RECEIVED AND FORFEITED

PrACTICAL EXAMPLE: FORFEITURE AND REISSUE SCENARIO

SupPOSE A COMPANY ISSUED 600 sHARES AT 100 EACH, WITH A 259, PREMIUM PAYABLE ALONG WITH. THE SHAREHOLDERS
DEFAULT ON PAYMENT OF THE PREMIUM AND CALL MONEY. THE COMPANY PROCEEDS TO FORFEIT THESE SHARES.

STep 1: RECORD FORFEITURE

- NoMINAL VALUE oF sHARes: 600 x 100 = 60,000

- PreMIUM PAYABLE: 25 X 600 = 15,000

- TOTAL AMOUNT PAYABLE: 75,000

IF NO AMOUNT WAS PAID:

- DeBIT: SHARE CaPITAL 60,000

- DegIT: SHARE PReMiUM AccounT (IF AppLIcABLE) 15,000
- CREDIT: SHARE ForreEITED AccounT 75,000

STeP 2: REISSUE FORFEITED SHARES

SUPPOSE THE COMPANY REISSUES THESE FORFEITED SHARES AT 80 EACH (AT A DISCOUNT).
- TOTAL REISSUE AMOUNT: 600 x 80 = 48,000

ENTRY:

- DeriT: Bank 48,000
- CreDIT: SHARE CAPITAL (NOMINAL VALUE) 48,000

Te oiFrerence (75,000 - 48,000 = 27,000) IS RECOGNIZED AS A GAIN ON REISSUE, WHICH CAN BE TRANSFERRED TO THE
CAPITAL RESERVE.

CoNcLUSION: KEY TAKEAWAYS

- FORFEITURE OF SHARES IS A FUNDAMENTAL PROCESS IN CORPORATE GOVERNANCE, ENSURING THAT SHAREHOLDERS MEET THEIR
OBLIGATIONS.
- SHARES ISSUED AT A PREMIUM INVOLVE ADDITIONAL CONSIDERATIONS, ESPECIALLY REGARDING THE TREATMENT OF THE



PREMIUM DURING FORFEITURE.

- PROPER ACCOUNTING ENTRIES ARE VITAL TO MAINTAIN CLARITY AND COMPLIANCE.

- LEGAL COMPLIANCE AND TRANSPARENT DISCLOSURES SAFEGUARD THE COMPANY'S INTERESTS AND UPHOLD SHAREHOLDER
RIGHTS.

- REISSUE OF FORFEITED SHARES PROVIDES OPPORTUNITIES FOR THE COMPANY TO RAISE CAPITAL EFFICIENTLY, BUT MUST BE
HANDLED CAREFULLY TO AVOID LEGAL PITFALLS.

UNDERSTANDING THE DETAILED MECHANICS BEHIND A LiMiTeED CoMpany ForreiTeD 600 SHares OF 100 EacH (ORIGINALLY
ISSUED AT 25% PREMIUM PAYABLE ALONG WITH)"” EQUIPS PROFESSIONALS WITH THE KNOWLEDGE TO MANAGE SHARE
TRANSACTIONS RESPONSIBLY , ENSURING THE COMPANY'S FINANCIAL HEALTH AND LEGAL STANDING ARE PRESERVED.

DISCLAIMER: THE SPECIFIC ACCOUNTING ENTRIES AND LEGAL PROCEDURES MAY VARY BASED ON JURISDICTION AND APPLICABLE
LAWS. ALWAYS CONSULT RELEVANT STATUTES AND PROFESSIONAL ADVISORS FOR PRECISE GUIDANCE.
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