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Redemption of PreferenceShares

Redeemable
(Repayments

> Not more than 20 years

Repay - &&
:10

,
00,
00031/3/24

BalanceSheet

& =

Eqsh cap 80 Sundry Assets 160

bref Sh . Cap 20

BankGenResIPL
10 >Dividend
50
160 160

Security to creditors :- 160-10 - Emp



Red of preference shares :

Assets = 160
CIO) - Div,

C20) - Pref. Sh.
130

Security to creditors30 - 2 .
6 times

But
, Security toCreditors/Bank Loan should notbe reduced .

&e55 : Modes of Redemption
1. Proceeds of fresh issue of eq . shares.

Face value of Redeemable Profsh : E20
Face value of Issue f eg. Shries = E20

Security to creditors = 160-100-20=m



2. Capitalisation of Undistributed profits Reserve
Creation of Capital Red .

Mes · out

of free Reserves

·: CRR can be used forthe purpose of issue of flyapaid Bonus
BalanceSheet

& =

Eqsh cap 90 Sundry Assets 160

Bref Sh . Cap 10

CRR 10

Gen Res/P&LA t->Dividend

Bank Loan/ sund. Or . 50
160 160

Security to creditors = 160-1050
= 3 times
-

3. Combination of 11 & 2)



Provisions of Section 55
1. Pref Shores cannot be redeemed unless they are fully paid up.
2

.

Face value of Prof. shares redeemed

i) Frojegish. issued (i) CRR

~ Calculation off CRR to be created :
1 Fv of prefshores Redeemed XXX

7 Ev of eg .
shares issued (XXX)

CRR XXX

Egin Redemptionoflo , 20 pshotsfeach
>
FV of prefstares redeemed = 200

,
000

7 Ev of egsh - (100
,
000]

CRI 1. 00.000



Ja Gen .
Res P&LAK Dr .

To CRR

Egin, Redemptionoflo , 200pshotsofaccess
CRR -100 ,000

10% premium .

JOURNAL
1. Firstly ,

convert partly paid pref shares into fully paid.
a) Pref Shar find CallDable prefsh . capAp
b) Bank Als Dr

To prefsh. fina call As
2 . Issue of fresh eg .

Shares

Bank Af Dr .

toeqshca



3. Redemption of Preference Shares .

FU

9 %Redeemable prefShrecpDs
To prefshareholder. - Total

b) Prefsu."Bank Al
4

.

Creation of CRR
Gen . Res. P&LAp Dr

To CRR
·

5. Writing off prem on Red of prof . shares .

P& L Ap Or Gen . Res Ala
To prom on Red of pref shoice .

ThoughSection52oallowWriting,
but

Certain Class of Co .
(section 133) Cannot utilise SPR .



-
-

-

#N No
. of eq sharesof pref shares redeemed = 50 . 00.00

Evojey share = 10

No . of eq shares = 50
,
000

Journal

1 Bank Akc Dr . (50, 000 x 10) 500.000
To eg .

Sh cap 500
,
000

2. 8 %. Redeemable pref.sh cap Dr. 500.
000

To pregsh. 500
.
000

3. PrefShPian A
500

.000

500
.000



# No
. of epsharesof prefshores redeemed = 10

. 00. 000

Evoley share = 10

No . of eq shares = 100
,

000

for
1 Bank Als Dr (100.000X12) (200

.
000

10
.
00

.

000ToegShcaP 2. 00
,
000

2. 10 %. Redeemable pref.sh cap Dr. 10
.
00 ,000

To pregsh. 10.00
,
000

3. PrefShPian A
10

,
00

,
000

10
,
00
,
000



- -

29 -

TNI No
· of epshores = 90,000 =

10.000
=

9

X

Y X

~ -

1. 10%. Redeemable prof . Sh . Dr. 100,000

To prefsh. Al > 100
,000

2. Pref . Sh.100000100
.
00



3. Gen
.
Res Or 75,000

P &L Dr 25000
To CRR 100

.

000

- -

-

X

Note : The proceeds from issue of Deb ,
cannot be utilised .

#Capital Red. Res .
FV of pref shares redeemed T 300

,
000

- Fv of eq . Sh . issued (250
,
000)

CRR 50
.

000

Journal
1 . Bank Dr.

To Eg .
Sh . Cap

250
.0000100

.
000

2
.
Bank Br 100

.
000

To 14 % Deb A 100,000



3. 12% Redeemable preJsh . Al, Or. 300
,
000

Prem on Red of prefh r3000.30.

000

n . RuefSh .To Bank Al
330.000

330.000

5 . P &LAKOVCRR A
50

.
000

50
,
000 ·

6. Profit &Loss AOr30000000



⑳

# Min noof eq .

shares :

-

FV Of prefshares redeemed = 500.000
CRB - Max Res

.
available = (300

.
000)

Min . proceeds of eg . share & 200.000

per share value 59

No· of egshores = 22
.
222

. 22

(Rounded off ,higher figure) 2225 equity is

7 of shares are to be issued in multiples of 50
Min no

. of eq .

shores = 22
,
250



Emp

Eq . 225000

Pref 65000

3500 Loss -

12000

& 71500
-

~



N Bank As
Cr .

to bat bid 31000 By prefshicho04101)
#500

To Investment 15000

toBash cap 330A by bal old 12000

83500 83500

No
· of eq . Shores=500 : 750 eg .

Shor

#2 Cap Red . Res :
Fv of prof Share redeemed

= 65,000

↳ Fv of eg .

shares issued (370↳B

JOURNAL
1 Bank Al Or . 15000

P&L Ap Or 3500
To Investment 18500



2. Bank Abor. 37500
To eg . Sh cap A, 37500

3. PrefshanCapr 60
To prof Sh . 71500

4. Pref ShOr 11501500
5. P&L A Dr 27501500

65006. P&L A Dromon Red 6500



*
X

↑

-

(
-

=

POL

S

-CRR

IN I CRR :

- Gen Res - 80.000
to be retained (20.000) 60

,

000

Inv . Allowance Res- 5000
POL Ap - 20

,
000

= Premon Red written off (10,
000 10

,
000

75000

2 No
, of equity shares :

100
.

000Fv of pref . Shareto be redeemed- (75000)
Fv of eq.

Shores 25000

pershare value 10

No
, of eg . Share 2500



Jana
1 Bank A Or 25000

To eg .

Sh . cap 25000

2 .

8 % Redeemable prefshcp Or 100010
,

000
To pref . Sh . 1. 10

.
000

3. Prefsh.Brian 1. 10.000
1
, 10.000

4
. Gen . Res Dr 60

.
000

&nv. Ell . Res 5000

10.000POL A ORCRR 7500

5. P&LA Dr . 10 ,

000

To prm on Red .
10

,
000



When equity shares are issued in Installments,
Face value and received upto the date of
redemption of pref shares is considered.

-

convert -

X

X

-

M

·
-

-

~

# Frof prefsh . Redeemed 50
.
00,000 100+18

-Proceedsof issue of eq share 2250.000 20 55

upto cate of Red (50,000x45)
-

35 X

CPR 2150
,
000 (25410)
-



TouiN
1. PreJSh . final Call M,Dr. (50,000430) 1500

. 000

To 8 % profsh · cap 1500
,
000

2. Bank Ap Dr. 1500.000
To prof. Sh. final call 1500

,
000

3. Bank Or (50
.
000 120) 10

,00, 000

To eg .

Sh AppA 10
.00.000

4 . Eq. Sh . AppOsh.cap
10.00

,000

10
.
00

.
000

5. EgSh .
All Dr. (50

,
000 X 35) 1750

,
000

To EgShcap A
1250

,

000

500.000

6. BanB All Drag .

Sh
.
Al A,

1750
.000750

,
000

1. 8 %. prefShcapO 500
To PrfSh . A, 5250

,
000

8 PrJshTo Bank
5250.000

5230
,
000



9. . Gen Res Pr. 2750.000
To CRR 2750

,
000

10
. Gen Res Dr

To prem on Red
250,000

250
,
000

A Redemption of partly paid up prefsh.

V

aonlypartyoa b) When fully paid up as
Well as partly paid

up shares ar given,

CollMoneyS Receive. Fully popupShrea
2. Prefshares are fully calledupbut partly pipa
a

. Redemption will be done after calls in Arrear
are received .



b
.If shares are to be forfeited :

i) Pref Sh capalls In Arreat
To Sh

. Jord Als
(ii) Sh

. jor)Orcap Res Af.



-

N Fu of prefsh . Redeemed 4800
,
000

↳ Proceedsof issue of eq shares 2250
.

000
upto date of Red (50,000x45)

CPR 22.5, 50.000

JONAL
1 PreJSh . final Call M,Dr. (50,000430) 1500

. 000

To 8 % profsh · cap 1500
,
000

2. Bank Ak Dr 1440.000
Calls in ArrearOvLov 600 1500000

3. Prefsh . cap Or 12000 x100) 200.000
To calls in Arreat 60

.
000

To Sh
. forf. 140

.
000



4
. BankDr(5000v20100001000.000
5

. Eq. Sh . AppOsh.cap
10.00

,000

10
.
00

.
000

6. EgSh .
All Dr. (50

,
000 X 35) 1750

,
000

To EgShcap A
1250

,

000

500.000

7. BanB AlDrag .

Sh
.
Al A,

1750
.000750

,
000

8 .
8 % prefShcapLuso 4800

to prefsh . 5040
,

000

* r . 5040
,
0009. Pref Sh . capABook 5040

.
000

10 . Gen . Res Or 2.550
.
000

To GRB 2550
.

000
-

Il .

Gen . Res Or 240000

To prem on Red 240.000

1.40,00012
. Shford to CapRes 140,000



IQ-I
I

-

-

-

-

-
-

-

1NNI Fu#yprefshiesredeemed = 180o
-

C1 (30
,
000)

CRR 150
.

000
-

N2 Bonus = 30
.

000 X10 X 2 =

* 120
,
000

5

JOURNAL
1. Bank Al. Dr (3000x1) 33,000

To eg .
Sh cap 30

.
000

To Sec
. Prem 3000



2. 12% prefShCpD(800
To pref Sh .

216000 - Cr.

3. PreJSh .

Or 1216000 - 12003 214800 - Or
To Bank 214800

4
. Gen Res Or 120.000

P &L Or 30
.
000

To CRR 150
.
000

5 CRR Dr. 120
.
000

To Bonus to Sh . 120,000

6
. Bonus to Sh .

Dr, 120
,
000

To Eg . shcap 120
,
000

7 .

P &L A Dr
To prem on Red .

360006000



- FR

F CRR

T

F

T
Bas

Syllabus Over


