
Subscription Of Shares: Accounting for issue of shares depends upon the type 
of subscription. Whenever a company decides to issue shares to public, it 
invites applications for subscription by issuing a prospectus. It is not necessary 
that company receives applications for the number of shares to be issued by it. 
There are three possibilities, (1) full subscription, (2) under subscription and (3) 
over subscription. 
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1. Full Subscription: Issue is fully subscribed if the number of shares offered for 
subscription and the number of shares actually subscribed by the public are same. 

2. Under  Subscription: It means the number of shares offered for subscription is 
more than the number of shares subscribed by the public. Calculation of 
application, allotment and for that matter, the call money is based on number of 
shares actually applied and allotted. It must be remembered that shares can be 
allotted, in this case, only when the minimum subscription is received. 

3. Over Subscription: In actual practice, issue of shares is either under or over-
subscribed. If an issue is over-subscribed, some applications may be rejected and 
application money refunded and in respect of others, only a part of the shares 
applied for may be allotted and the excess amount received can be utilised 
towards allotment or call money which has fallen due or will soon fall due for 
payment. The entries are: 
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Transactions Account Debited Account Credited Narration 
a On refund of 

application money to 
applicants to whom 
shares have not 
been allotted. 

Share Application A/c  Bank A/c Being 
application 
money 
refunded. 

b When only a part of 
share applied for are 
allotted. 

Share Application A/c Share allotment A/c 
Share call-in-Advance A/c 
Bank A/c 

Being 
application 
money 
adjusted. 



Illustration 1: ABC Ltd. Invited application for 50,000 equity shares at Rs.50 each, 
which are payable as on application Rs.20, on allotment Rs.10 and on first and final 
call Rs.20. the company received applications for Rs.60,000 shares. The directors 
accepted application for Rs.50,000 shares and rejected the rest. Show journal entries 
if company refunded the application money to rejected applicants and allotment money 
was received for Rs.45,000 shares. 
Solution:                           Journal Entries  

(In the book of ABC Ltd.) 
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Rs. Rs. 
Bank A/c                                           Dr. 
      To Equity Share Application A/c 
(Being application money received for 60,000 shares @Rs.20 each) 

12,00,000  
12,00,000 

Equity Share Application A/c                        Dr. 
      To Equity Share Capital A/c 
      To Bank A/c 
(Being share allotment made for 50,000shares and excess refunded) 

12,00,000  
10,00,000 
2,00,000 

Equity Share Allotment A/c                          Dr. 
      To Equity Share Capital A/c 
(Being allotment amount due on 50,000 shares @Rs.10 per share) 

5,00,000  
5,00,000 

Bank A/c                                               Dr. 
Calls in Arrear A/c                                      Dr. 
      To Equity Share Allotment A/c 
(Being allotment money received for 45,000 shares @Rs.10 each) 

4,50,000 
50,000 

 
 

5,00,000 


