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COMPANY ACCOUNTS
Limited Companies > Business with separate leqal identitj

v + fetificial juristic  pevsan
limited  Liabulity

Forms of Businesg Organisation

Sole Trader fartnership  Firm Umited.  Company
* unlimited  lfability *unlimited Uiability -Llimited liab't\.itj

like ilitg: It means that the Owaers 6r shatehslders of the com pany
ore only liable for the omounl of money they have invesied n the (ompony.
In Gse it the business goeS  onkrupt of inSelvent, the ownefs are Not reuired

to settle th  debts —fom  their personal  passessions.
Registered. Com pantes

Prvate limited (Put) Public limted Company (Puc)
+ Family  controlie . business where share|- large  scale lusiness where shares are

are issued only to fricads, family offered. to geaetal public thcough an
and. cloge  relatives invitation offered. througn progpectuss.

« Therg (S M0 restriction o6n the number

* Maximum numoer of <Sharehotdels
of shareholders.

canqot  ewceed. 50.

- Shares  atre, easit«j transferaple Gs the
shates are  \isted or quoted. on stock

exchange

+ Shares are net @sily Transferabie,
Conset of othel members is required to
traqster the shares.

to follow S ({3 mando%ory to {fallow

It i not 'mcmdotorg
Tnteraational  Accounting Standaids (1AS)

Tnteraational  Accounting Standaids (1AS)

- It is mandatory to publish aundited

It s not requited 1o publicly publish
financial statements

their financiaL  statemnents




Capital [ Finance

Equity
—J

Nept (NCL)

- equity  capital vepresent ownership

« Mdudes 3shares

« permaneft source of finance
Reward & M form dividends

‘Dividend. is distdbution /share ot pratiC

*Equityholders are the ownersf shaseholdef

debl Capital Yepresent borrowings

includes Loans, bank Loans , debentures . oanstock

bonds

‘temporary - source of fmance

-Reward. ig in form of fixed tate of interest

‘Interest i< expense of the business

(Finance cost)

-Deorhalders are the lenders| creditors of

of the Ccombpany

the  Company.



Deentures::
It is a part of the Qebt capital of business.

It ¢ flof o Permanedl scufce of finance and the principal amount 0eeds to
e vepaid. upen ynaturity.
» Deventurenoldefrs receive  fixed

by the  company.

rate of interest (rvespective of profiC ot los made

Nate:e Debeatures  are induded 06$ Non carrent  Liabilities N StatemenC of
financial position  bul if deneatures are repayable  within 1 fiwancial

year, they are shown og currenl Liabillty.

* If debentureS are swured on  camPany’s mon (utrent  Assets  then they
are called. secured of mortgaged debentures.

‘\f the holder of the déoentufes have an option  to canvert debentureg
o chares ot a future later dare, thea Suth type of debentures

are.  Called converpble  deventures.



<hares

Preference Shares

Ordmo\rg Shates

- These shares are  Qiven Preference o
priority ower ardinary shares in  conditins
1in veceiving dividend

2. sShare of Lliquidatiom

« Prefefence shareholders  receive fited
tote, of dividend 1.€:- their dividend
rates are predetérmined

‘Preference sharehaiders do mot have any
uoting rignts therefore they cannot
participate 1 anAual general meeting of
the company (AGM).

-Ordinary shatenolders  are the actual

owners of the campany as they bear

maximum hsk and are also entitled, for
weLimum  vewavrd.,

-Ordinary sharehotders recewe dividends
as deemed Hit by directors,

+Ordinary  sharehgldets have voting vights
thevefore they con participate and vote in
the anaual general MeBting of the
Company.

Igpes Q& Pre&ereg(e shateg
. Cammulative Prefereace Shares:- Where the nght of dividend i< Carried

forward 1o ﬁouowing year in case the Gmpany i unable to declare or

poy dividend..

2. Redeemahle Prefereqce Shares:-The preferefce  shares

repurchased- or bought back by the

which Can be redeemed,
compady ot o future Llaker date.

Nate: Redeemable prejerence shares i part ot mon curreft  Lihilicy rather than

equity.

3. Participant frefereqce Shares: Tne preference  ghares which apart from  their

fixed rate of dividend also pacticipates i extra  proht  shanag.



emat calt
I. Name C(lause = Paperwalo  limited
. Qeg\Sl’efed offite  Clause —> Harhour Front Clifton
3. Qpjective (lause — Construction Company
4. Liabit(tmj Clamse— Sharenalders have Limited Liabllitj
5. Capitol  Clause — Registered  Capital - $1.000,000

Autharised Share Capital

It is the wmawimum amount of share captal which a company is allowed
to issue. This wmaximun Limit ¢ meationed i Company’s memorandud of
a8Saciation.This is also called rﬂgistered copital Imominal capital.

IsSued Share  Capital
Out of the fotal authorisecdl share capital the amoufl of share Capial curieqtly
issued by the company of currently subscribed by the shareholdets.

Nate 1.Issued. share capital can be be (ower than or equal to authorised
(apital, it can Mever be higher than autharised capital .
3.Dwidends are always paid on issued Sshare Capital.

Par value|Face Volue [ Naminal Nalue[Registered Value :-

Reqgistered. Capital :  $1.000.000

E-g:- $1.000.000 = 1000 shateg
$1000

$1.000.000 - Q2000 shafes
$500
Face [/ Pax Valwe
£1.000.000 - 900,000 shateg
3

$£1,.000.000 = 2,000,000 shares
£ 0.9




The value Ot whith The tegicteced O authorised. capital i¢ Ipread ilo
smaller fraction of capital s called the paror {ate value of Shares.

atk

The value at which the ghare ($ trad\'na in the stock watket & called
the market value of shates.

Tssue Value
The value ot which the shawes ore  i1ssued to chareholders.

Issue Value

fit pav Ahove Far
te: at premum

SHQ]Q Efﬁ[[l.mm'.'

Whenever a company issue (t¢ Share capital over and above the par value
the extra amount i receives 15 called ghare premium.

It $ a teserve of a company and alse part of companys equity.

Equity = Issue Share (Capital + Reserves
Assebs ) Labilities = 1ssue  Share  (Capikal + Reserves

P.s.C 0.5.C



Note:: Ordinary share capital S olways credited with por value
* Bank 15 always debited Wwith KSue value

dr cr
Dotk Cshares x issue  vale) T X
Ordinary share copital Cshaies x por volye) T X
Shave premum (shaes x premum] T X
Fxample 1
R company iscued 90000 chares of 1 each at par.
dr cr
baak 1 (90000shares x $1) 40000
Ordinary Share  Copital [A0000shaes x$1] 40009
). A Company ieued 80000 <hares ot §F each ot $1.5 per share.
dr cr
baak & (80000<haree x $1.5 ] 120000
Ordinary share  Copital (80000 shares x$1J %0000
Spare premium (3000 shaees x $ 0 5] 40000
3. A Company ieued 150000 <hares ot 50.35 each &t $1 per share.
dr cr
bank 150000y % | RN 150000
Ordinary chare capital (15000 x§ 0.35 YT 31500
Shaye preatum (120000 0.93 J‘[‘ 112500

u. & Commpany issued  UH0000 chares of $ 0.5 each ot a pramium of $3.9

per shart
dr cr
pank C 65000x $ 31T 350000
Ocinary chare capiral (45000x§ 053 7 223000
Shaye preatum (4000 x QASJT 1125000



Dividend.g :+ Distributio ﬂlf\ppmpriqtmﬂ of proﬁt.
+ Rewards 1o shareholdess against their wvestwnt m  ComPany.
+ Preference ghaves = Fixed Yate of dividend
Ordinary shares— Ag geems fit by directots

_ : Duidend -
Dividends declared ofter the finantial Lear ead. Paidkin  the folowing year.
Paposed dividends are not adjusted 1 the currenl set of Haancial statemert
rothew they  are adjusted. N the metk set of financial Statements.

Example = Pigposed  dividend< of year 2031 will Mol be adjusted W 03!
financial  gtotement rathey they will be odjusted i Q03
financial statements.

Tareria  Dwidead. -
Any dividend dedared and  paid during the year is caled interim dividend

Not¢: Dvidends which ghould be adjusted. i Wirreqt year's financial
statement should, be dividends paid. which ar¢ “interim dividend
of went yeav and  final [ propesed dvidend, o} previous geat’

. Per shave - Divectore dedared dwidead. of 5 cents pev shate > number of ghates
»’l. " Directorg dec\ared  divideadh of 51 = onvalug of Shares

203l
~ nterim - 201
- 4inat - 3030




Chare Premium :.

Nheneier o compony isswe ils share Copdal over and ekout the par
Vo, the ebra, amouwnlt tt receives is called, share premiwmy.

It is port o} Company’s Copilal reserve.

lompany’s Act of 1935 UK imposes striet fequlalion on Use of shars
preminm, Gecownt and can oy be Legally used for following purpases :-

). To issue bonus shares (Shores tssued to enisting sharehalders withoul
cash, Considevation).

2. To write off preliminary t1pensec( eapenses incurred. onformetion of

cotmpamd).
3.To write OJDJO deScounts and. Costs of f.SSuinﬂ Shares.

RESERNES

O e
as dividén & Ravenun Resewe (APM Reserve >  as dl\)ld‘eﬂ%xb
*AU those teseryes which arise from |* AU thace veserves which arise {rom
tradsng aclivities o the ompony are fon trademg octuies o the componyy

detuned 05 Feverns vesene, oare, defined, 08 copilal, resemwe,
- Eomples tnclude - Ewomples wclude
* (neneral, Reserve + Share Premum
" Specic Reserve + Revaluakion, Reserve
Bl ) _ e Dedeniot Reiive
> asseireptasemett * (RA{Lapital DedamphiotReserve)
_) !. .:’ ’ by l% E

- Retoned. Eamin,gs




AU reserves belong o ordinary shareholders amd. are part of Ordinary
shareholders’ fund.

Ordmarg Snasehslders Fund = Tssued. Ordmarg Share Caplml + Qeseryes.

Revenuwe Reserves are called distributable veseres pecanse all revefle Peserves
can e used. {or distribubion os davidend.

Capifal Reserves are, Widistributiable feserves Decrse they Orise from ot tradi
activities of the company,therefore Ao capunl con be wsed. for ductrbution, 0.
dividend -

(opital Reserves com be used, to finonce bemus Lscue,iy the tompony uals
to use the reserves n t\er«mst Hertble fota , usetul foraL,or te matinice
dividendc for Sharenoldars)



