 

	Share Capital Related Issues


Sec. 2(46) : Share is a share in the capital of a company, and includes stock except where a distinction between share and stock is expressed or implied. 
Share certificate is not share. It is only prima facie evidence of title of the member to such share. 
Equity Share
· Dividend depends on amount of net profit after preference share dividend and transfer to various reserves. In case of cumulative preference shares, no dividend until all accumulated dividend on preference shares has been paid. 
·  Can not be redeemed 
·  Can vote on all matters 

· Entitled to get right shares and bonus shares 
Preference Shares
· Entitled to fixed rate /amount of dividend 
·  Preference with regard to repayment of capital on winding up 
·  Redeemable shares can be redeemed after expiry of stipulated period. 
·   Can vote when his rights are affected or dividend is in arrear for at least two years. 

· No right to get right shares and bonus shares 

Share Capital;
· Authorised Share Capital 

· Issued Share Capital 

· Subscribed Share Capital 

· Paid-up Share Capital 

Issue of Shares
· Public Placement/Issue:( IPO and Subsequent issues) 

· Private placement 

· Bonus Issue 

· Right Issue 

Price of Shares
1. Issue Price: Par/Premium/Discount 

Issue at Par: If the shares are issued at a price equal to the face value. The par value of some companies shares are as follows; 

· Infosys: Rs. 5 

· TCS: Rs.1 

Issue at  Premium: If the shares are issued at a price higher than the face value. The Companies Act does not put any restrictions on the amount of share premium. However, it stipulates conditions on its use. Some of the conditions are  as follows; 

· Share premium should be shown as separate item on the balance sheet. 

· Share premium cannot be treated as profit. 

· It can not be used for distribution as dividend. 

· However, It can be capitalised and distributed as bonus shares. 

· It is a capital reserve. 

· It can be used for writing off  the commission paid or discount allowed  or expenses incurred on the issues of securities. 

· It can be used for writing off the preliminary expenses of the company. 

Example: TCS ltd. issued shares of Rs. 1 at Rs.850. So the share premium is Rs.849.
Issue at Discount: It the shares are issued at price lesser than the face value.  Issue of shares at discount is regulated by the Act.: 

· The issue must be of a class of shares already issued. 

· Can not be issued in the first year of operations. 

· The issue is authorised and sanctioned by the Company Law Board (CLB). 

· The maximum discount must not exceed 10% or such higher rate as the CLB may permit 

  

2. Market Value of Shares: Price at  which the shares are treaded in the stock exchange. 

3. Books Value of Shares: It shows the asset back-up of the shares. 
	Infosys Balance Sheet as on 31Mar 04 (in crs)

	Capital
	33.32
	FA
	970.3

	Reserves
	3,184.48
	Investment
	1,027.38

	CL
	1,883.52
	CA
	3,103.64

	 
	5101.32
	 
	5101.32


· Number of shares: 66,641,056 

· Market price as on 31st March: Rs.4938 approx. 

· Book Value of share: (Asset - LTL-CL )/Number of shares =  Rs. 482 per share 

Dividend is declared on the face value. 

Example: Infosys 2590% dividend declared  http://www.infy.com/investor/PSData_print.htm
Debentures:
· It is issued by by the company and is in the form of a certificate of indebtedness. 

· It usually specifies the date of redemption. It also provides for the re-payment of principal and interest at specified date or dates. 

· It generally creates  a charge on the undertaking or undertakings of the company. 

Types of Debentures;
· Bearer Debentures 
· Registered Debentures 

· Irredeemable Debentures 

· Redeemable Debentures 

· Fully Convertible  Debentures 

· Partly Convertible Debentures 

· Non-Convertible Debentures 

Others Financial Instruments:
· Zero Coupon Bonds: Bonds that are sold at a large discount on the face value. The maturity  period of these bonds vary from 5 to 12 years. On, maturity, the debenture is redeemed at par value. 

· Deep Discount Bonds: are sold at a large discount on the face value. There are no interest payments. 

· Warrants: A warrant gives an option to the investor to buy a specified number of  equity shares at a specified price  over a specified period of time. The warrant holder has to surrender the warrant and pay cash to purchase the shares. As per the SEBI guidelines, 10% of the price to be payable at the time of allotment of warrants and conpulsory conversion of warrants into shares within a period of 18 months. 

