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Share capitad
Regulatory Framework

Companier Act, 2018 Section 93 to fection 72
Applicable Rules Companies ($hare Capital and Debertures) Rudes, 207%.
on_and share: -

A share iz the propartion of the capital to which each member iz entitled.

As per section 2(84), a share means a share in the share capital of the company, and includes
stock.

Therefore, a share is not a sum of money, it iz an inferest measured by the sum of money
and made up of bundle of rights and liabilities. A share is the right to participate in the profits
of the company, while it is going concern and declares dividend: and right to participate in the
assets of the company, when it is wound up.
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(By Jagdeep Arora (B.Com, CA, C5 & CMA)
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2(8) "AUTHORISED CAPITAL' OR "NOMINAL CAPITAL' means such capital as is
authorised by the memorandum of a company to be the maximum amount of share
capital of the company;
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2(50) ISSUED CAPITAL means such capital as the company issues from time to time for
subscription;

2(88) "SUBSCRIBED CAPTTAL" means such part of the capital which is for the time being
subscribed by the members of a company;

2(15) - CALLED UP CAPITAL:- means such part of the capital, which has been called for

paymendt;

2(64) - "PAID-UP SHARE CAPTTAL" or "SHARE CAPITAL PAID-UP" means such aggregate
amount of meney credited as paid-up as is equivalent to the amount received as paid-up in
respect of shares issued and also includes amy amount credited as paid-up in respect of shares
of the company, but does not include any other amoumt received in respect of such shares, by
whatever name called:

UNCALLED CAPITAL:- is that portion of subscribed capital which is yet not called by the
directors.

An unlimited company having a share capital may, by a reselution for registration as a limited
company under this Act, do either or both of the following things, namehy—

(a) increase the nominal amount of its share capital by increasing the nominal amount of each
of its shares, subject to the condition that mo part of the increased capital shall be
capable of being called up except in the event and for the purposes of the company being
wound up;

(b) provide that a specified pertion of its uncalled share capital shall net be capable of being
called up except in the event and for the purposes of the company being wound up.

(By Jagdeep Arora (B.Com, CA, C5 & CMA)

Reserve Capital (Summary)

When

- Comverting any unlimited company inta Limited Company
How

- Keeping certain portion of uncalled capital as Reserve or
- By raising nominal capital to be kept as Reserve Capital
Requirement

- ORinGM

Reserve Capital?
That part of uncalled capital which can be called up only at the time of winding up.
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a) Preference capital
b) Equity capital

Preference share capital: -is the one which fulfils bath the following requirements, namely-
a) preferential right to receive dividend at a fixed rate or amount and;
b) it carries preferential right to be repaid the amount of paid up capital, in the event of
winding up or in the event of repayment of capital, whether or not it carries right to
participate in surplus dividend or surplus capital.

Equity shares with equal rights: here all the shareholders have the same rights in respect
of dividend, vating or otherwise.

a) Power in ADA - there must be an gutharity in the articles of association of the company;

b) OR in 6M - the company has obtained the approval of the shareholders by an ardinary
resolution in a general meeting provided that where shares are listed then such approval is
taken through pestal ballot;

€) Maximium Issue - the equity copitael with dif ferential rights shall not exceed 26% of the
total pest izsue equity share capital including equity shares with dif ferential rights issued at
any paint of time;

d) Distributable prefits - the compamy must be having consistent track record of distributable
profits for the last 3 years:

€) Me Default in filing F/S & AR - company has pot defaulted in filing financial statements
and annual returns for three financial years immediately preceding the financial year in
which it is decided to issue such shares;

f) Me default in Dividend etc. - the company has no subsisting default in the payment of a
declared dividend to its shareholders or repayment of ite matured depesits or redemption
of its preference shares or debentures that have become due for redemption or payment of
interest on such deposits or debentures or payment of dividend;

g) Me default in Term loans and interest thereon - the company has not defaulted in

payment of the dividend on preference shares or repayment of any term loan from a public
financial institution or State level financial institution or scheduled Bank that has become

repayable or interest payable thereon or dues with respect to statutory payments relating
to its employees to any autherity or default in crediting the amount in Investor Education

and Protection Fund to the Central Government:

(By Jagdeep Arora (B.Com, CA, C5 & CMA)
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