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BoyBack of Securities

4)Meaning of Buy Back : -

Buyback mean repayment to EquityShare
holder & repurchasing equity shares by
Company
Buy Back is not compulsory

2) Redemption of Preference shares :-
-

Redemption means repayment to Preference
Shareholder & taking Back the preference
sholes from shareholders.

Redemption is generally compulsory /mandatory.

3) Issue ofShares Us. Buyback & Redemption
H v

Share Capital Share Capital
Will Increase Will decrease

↓ ↓
Credit (Fr) Debit(FV)
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afteReserves :- Free Reserves means
profits of Company which arFreely
available For distribution to shareholders .

(No Restriction on such profits)

9) Balance of General Reserve
(Revenue Reserve)

6) Credit Balance of Polak

Forthe purpose of this Chapter /Buyssey , Security
premium Balance is also considered
an Free Reserve.

5Tournalentry For BuyBack :-

8) On the date of passing of resortial
-

Fu= 10) EquityShare Capital akDr . (FV)
BB = 601- premium o BB al Dr. (from)

To Equity Share BB al (BBice

2) On the date of Payment :-
EquityShare BB al DW .

To Bank al
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6) Source of Buy Back :-
-there are twoSources OF BuyBack!-

Asset)1) out of Free Reserver(as
a other

2) out of Fresh issue proceeds

Ram
Sir . Started Busines with Capital

of 50000

an5
Purchased Inventory of 300,000

in Cast

canLois
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60%. Inventory JOID at 40% Margin
↓ Creditate253000180000

Bl
-

Capital Joos Cash 200000
Ras 72,000 Inventory 120000I Debtors 252000
Collection Fram Deltas

200000

BIS

- italso cash GoneenouDestors 52000

Purchased Investment of 3500000
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a500o

Ras 72000 Fur . 120000

Det 53000

I Just 350000

7) Additional Journal entries in respect
OF BuYBACK

o a) When any Investment will be Sold
&[

For the purpose of Buy Back : -

sale

n Bank(ash al Dr. (Proceeded
To Investmentap carrying

Difference will beGamlhossr ( trufen to pal all

Amt)

(b)ork "premium on BBak"i-
It is to woffFrom Free Reserves in

the following order ! -
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Espository =f Out of SPR
#nepriority > out of GR
Ind priority f

out of po

SPR ak Dr.
GR al DV .

Par af Dr.
To premium on BB ak

11 19(2) [F Buy Back is out of Fres issue proceede
Then Entity shall issue New Securities
Sach New PSC

,
New ESC an Underi-

Bank al Dr . (Proceed
To % PSC (FC Value)
To New ESC (Ec Value)

yewalhiC SPR (B)Use kur sakte
Ha : For Woff

premium & BB

Note :- Debenturer/Bandy /any other type-

of Debt Instrument are not
allowed for fresh issue.

(Do not consider in BB working)
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8) Requirement toCreate (RR :--
When BB is made out of Free Reserve
then Company has to Create "Capital
Redemption Reserve" (CRR) .

How much CRR to be created ?
CRR Share be created equal to Face
Value of Buy Back shares used outof

Free Reserves .

Eg :- Total no· of share = 100008

Buy Back announced = 10000 no
&

out of which
,

6000 no . Fram Free
Reservesa rest 4000 20 · Out of

Fresh issue. BB price 451-
Face value = 101-

CRR to be Created = 6000 no
X 101

-000
-

CRR shall be created out of Free Reserves
in the following order :

-

General Reserves al Dr. (Estpriority)
Pal al Dr. (And priority)
Securities

pum . of Dr. Craprim)
To CRR al
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---

-
- --

-- - -

-

-

---- -

-

-

-

Solution!-
-

Total no. OF Buy Back Share = 500, 000 no.

Buy Back price = 151-

-
lotal Buy Back Art = 75,00 ,000

--
Face Value Premium an BB

500000 X 101- 500000 X 5/

⑮
50

,
00

,0001- 25,00 ,0001

- ↓
outof Balance out Woff Fram
Fresh issue

OF Frea 9) Spr = 15lac .

proceeds Reserves 6 GR
= 10 lac.

2000000- (ieGR)
12%Pref. Share 30,00, ,000

↓
CRR = 30 ,

00
,
000
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Journal Entrie in the booke of Umang And .

-

of Equity Share Capital op Dr . 50,00 ,000
premium on BB ap Dr. 25,00, ,000
To EquityShares Bis als 75, 00 ,000

(Being Resolution passed to BB 500000 no.

& it - each)

2) Securities Premium al Dr . 1500,000

General Reserves al Dr . 10 ,00,000

To
premiuman BBalc 2500000

(Being premium on BB WTOFF)

3) Bank al Dr . 25,00 ,000

Lossan sale al Dr . 500 , 000

To Investments 30 ,00 ,000

(Being Investments SOLD For the purpose
Of Buy Back)

2) Profit & Loss al Dr. 500000

To Loss an sale all 500, 000

(being Goss on tranfer to pot)
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5) Banka Dr . 20 .
00,000

To 12% pref . There Capital al20 ,00 ,
000

(Being 12% 1 . Pref . Theres issued For the

purpose of BB)

6) General Reserves al Dr . 30 , 00,000

To CRR al 30,00 ,00 0

(Being CRR Created equal to Face values

7) Equity thalen BB ak Dr . 7500000
↑

To Bank ak 700000
(Being Amt paid)
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CRR Creation-> why ?

BIS
-

Ese 60 ,00,000 PPE 50 ,00,000

& Land40
, 00 ,000 80 , 00 ,000

Liabilities 1
,00 ,00,000 CA

Y

EI ⑳vi-Denn Ger

B Loam -
Creditors

Current Searity For LiabilityIf 1 . 60C.AHolders

Company announced BB 10% at Fevable
i . e 600000-

esap
BIS

50
,
00
,
000

⑭Land 80,00
,
000

6400000
-

-
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Security Fo Giah . Holder = 1 .94
- 0 .34
-

1: 60

Rai
presoEst 54
Ras 34 Land 80
CRR 6 I CA ELiad 100
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9) Why we create CRR (purpose of creating
CRR)

· In Care of Free Receive Utilization For
BB

,
The Total Assets value is

reduced which leads to decrease in

Security ofOutside Liability Holders.
· This

may result
in demand of repayment

by Debt holders (mirchi

· To Assure them that their manyis safe &Jecured with Company.

Company has to promise them
That it will Freez Some of
the particu of Free Receiver

in the name of CRR.

· the portion which is freezed Can not
↳e Utilized For distribution to SH

except Bars issue ·
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Bl (before BB)
-

Est 30 las
NCA Golau -

10 las.

Liability Golan
CA Golan - YamI Fer
-

-

CurrentSecurity of Liability Holden : 90lan

Company, proposed BB OF 10% equity
Oat h lan . BB Amt.

No Fresh issue

Be
Ne Golan

Gr⑥
CRR 3 I CA 36 lac

Liab 6
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Security in↳
90
-

75 BB
t

Fresh iss .Falsedy availee

55

T&
⑫ prem
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02(pg .no .
4 .3

workingNote
Total no. OF O Share = 2

,

50 ,
000

BB no . & 20% = 50
,

000

BB price = 5ol-per share
BB Amount = 50,000x50500,000

--
FaceValur Premiu
50 000 20 , 00 , 000

outof/ ↓
Fresh issue Bal . out Woff With

OF FR SPR2000- 30000010% pre . Theref H
Create CRR
out of

GR= 300000

Bookeof Jayesh Lid.

Ese al Dr. 500000
Prem . on BB Dr . 20 ,00 ,000

To Eg .Share BBak 25,00, ,000
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2) Security premium all Dr . 20 ,00 , 000

To premium on BB all 20,00 ,000

3) Revenue Receive al Dr. 300000
To CRR al 300000

4) Equity share BB ale Dr . 2500000
To Bank 2500000

-

---

Summary Notes :-

-

Redemptionof preference shares !

a) Redemption can be up to 100% also.

6) Source of Redemptionni-
(i) out of Free Receives Kohlother

& (ii) out of Fresh insue
Assets)

q CER shall be created equal toFace value
if Redemptial is made of Free Reserves

& Journal Entries :-
-

(i) Prof . Sh . Cap . al Dr. . (FV)
Promon Redempak Dr . (premining
To PSH ak
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(ii) SPR ok Dr.
GR ak Dr.

Par al Dr .

To pem. an redemption

(iii) Bank all Dr .
To Investment

(Difference in Pal)
(iv) Bank al Dr.

To OtherSecurities (Fr)
To S. P .1 (prm)

(v) GR af Dr.

got a Se
Wil PSHabi(Redroiaas
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&201working :-
Total no· of equity there 300,000 no.

als =

Buy Back no . &20% = 6000 no.

Bis price = 157- per share

Bi Amt = 900, 000
(60000 X 15)
-

Face Value Premium
600000 300000

- ↓
out of out of Woff out
Fres Free Receives OF SPR
issue 600000
↓ ↓
Nil CRR= 600,000

&

evisaMhd,ShaCarter Bis)
Particulars Note Aut.
--
-

Sheholder Fund-

1) Capital
240000 of lot each 2400000

20000 pref of look-each 20 ,00 ,000



 

CA. JAI CHAWLA (FCA, M.COM, DISA, IFRS) (7887 7887 05)                                       Page | 20  
 

 

 

2) Receive & Surplus
-

CR 10000
&

Revenue Receive (40-6) 3400000
&

CRR 600000
& &

SPR(5-3) 200000
-

↑

Par (18-5) 13,000,00

3) Long Term Barring
10 % Denn 400 ,000

4) Trade payable 20000
-

1
,
03

,
50

,
000

*A :- -

a) PPE 27500,00
&

6) N . C .1 (50 - 30) 30 ,
00 ,000

2)ventory 10 ,
00 ,000

↳T. Receivable 20 ,00 , 000

2) Cash a Cash Equiv. 2600000

(1000000 + 2500000 - 900000) #3, 50, 000
&

-
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2203 (pg . no · 4.6)
-- (Imlakm)
(Nedemptionof Pref shares :

No . ofPref. Shares Redeemed = 2 .51 .

Redemption price = 111 per share

Total Redemption Value = 2750/-
-

Face value premium

2500/- 2501-

--I ↓
outof outof Woff out
Fresh Free Reselves Of SPR
issue

Nil 2500/-
CRR = 2500

out of GR

WNV .2 Buy Back->

Noof shares ols-800 lakhs.
Buy Back no . & 10 % 1 = So lakks

.

BB price = 201-

BB Amt = 1600 lakhs
--

Face Premium
Value 800

800 ↓
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- out of :-

Outof outof SPR 550

Fresh issue Free GR 250

↓ Reserves

Nil ↓
800

i . e
CRR = 800

out of GR

Books of Chtd -

Journal Entry

8) 10 . 1 . pref . Share Capital al Dr. 25oo
Premiuman Redemption &, Dr. 250
To PSH als 2758

↑ Being 100% pref. Share redeemed at
10 %1. Premium)

2) Equity there Capital al Dr. 800
premium as BB al Dr. . 800

To Equity Shale BBak 1600

3) Security Premium of Dr. 800

General Receive al Dr. 250
To premiuman Redemp . 25o

To pum . an BB 800

(Being Premium Aut coff
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a Bank ak Dr. 250

To Investment 2350

To Gaman Sale 150

57 Gain an sale al Dr. 150

To Pal al 150

6) General Reeves Dr. . 3300

TO CRR 3300

Being CRO equal toFace of Redemption
ie 2500 & Face Value OF BB ie foo

maintained)

↳) Pref . Shareholders al Dr . 2750

Equity Shoses BB Ok Dr . 1600

To Bank al 4350
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Cheman Ltd.
Balancetheet
(after Redemption &BB)

Particulars Ast
-

-

Equitya Liabilitie

Shorehold onFund

a) Share Capital I

6) Reserves & Samples 2

2)en current List

a) Long Term Borrowing 3

BrentLiab.

a) Trade payable, 2300

6) ShortTerm Poor 1000

-

22700
S

-
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#ASSETS
&on Current Assets

a) PRE 14000

2)LorentAsset
Cash & Cash Equivalent of
Other Current Assets 825

-

2700
Notes -

-

# are Capital

a) 10% 1 . PSC 2500 Nie
Credemption 500

6) Soolabh Equity of 10% each

180 Lake Buy Back
--

720 Lakhs equity of fol-each 7200
-

F200
-
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2lesarebSome
a

4300

opns Bal 1000

(H) Created 3300
-

6) SPR O

op . Bal 800

It prom . Wof 200

) GR
Opug Bal Good

22.450

2) premium (250)Woff

If CRR Greate& (3300)
-

d) Par ala 450
opng 300

#) Gain an Sale 150
-

-

7200
-

3) Long Term Barrowing :-
-

9. 1. Debentures 500
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ah a Cash Equivalent 450

Bank Balance 2300

(t) Investment 2500
SolD

() Redemption (2750%
1) Buy Back 100

Summary Note
#Brus issue of Equitytharer : -
-

Barr Equity issue means entity is issuing
theShore

Fee of Cost
I Existing thareholders at

For this purpose , Following Reaves Can be
utilized in below order :

astpriority =f out of CRR(iFavailable
cha priority :) out of SPR

zva priority > out of GR

4th priority > out of Pol
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CRRaK Dr .

SPR ap Dr .
GR al Dr.
Pal ak Dr.
To Equity theseCapital.

Revised Eg . th . Capital After BB & Barn
-

Esc (an per Bls) XXXX

# > ESC Bought Back XXX (Face values
# Est Barry issue Xxx /Face Value)

- -Revised Ess -XXX
a No. OF in BIS
shares os

after Buy Back



 

CA. JAI CHAWLA (FCA, M.COM, DISA, IFRS) (7887 7887 05)                                       Page | 29  
 

 

 

205 W BuyBack
Total BB proposed = 15000 0 .

BB price = 151-
BB Art = 225000

--
Face Premium
Value 75000
150000 ↓

~- outof

Free SPR
Frest Reservesissue

150000
↓ ↓
Nit

CRR = 150,000

N2
of Eg .after Bus = 85000 no .

Bars issue (1 : 8)=000 = 10625n
Born Art = 10625 X10 = 106250

out of CRR
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&Revised Es :-

Ese an per Bl = 10 ,
00

, 000

1) Ess on BB = (15000%
(H) Baru Ess - 106250
-

9562To
-

ally ess 155000

Drm Fore

To Eg . th .B 2250

sim Sp Exot
To prem 750

21/4 Bank 250000
to To Invst 200000
25/y

To Gain (PER) 50000

25/4 GR 155000

TO CRR 150, 000

25/4 Eg.h . BB 245000

To Bank 225,000
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Y5 CRR 10625
To Ese 106250

Fi956250
Sp (300000 -Frood 225000
: -

- 106250) IGR(250000 - Horou) 100000
CRR(150000 43750

Par/1 50000 + 50000 200000

10% Deon 2000000

Loan 800000

T payable 120000

PPE to
I

TR 550000
Inventories I 180000

Cash 65000
(000 +250000 - 225000)
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15,
000

Emman
W .Imp .

12) Maximum Permissible BuyBack
-

To Find out the Maximum no of Buyback

according to Law
,
we have to conduct

Following threeTests :-

Fest a:- Share Outstanding Test
Maximum Buyback shall not exceed 25%
of Total Outstanding no · Of share

.

equity

e .g. Suppose Os no . = 200
,000 /01

. Maximum I 50
,000 no.

BB & 25. 1 .

-

Het2 : - Resources Test (ES + PSc)

-Maximum Buyback shall not not exceed

C -25% of Total Paidup Share Capital &
Free Reserver)
25%1 of Total Paidup + FRMax-no .=

BB price
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eg :- Sp = 600,000 Se 20
,
00

,
000

Continued
GR = 750,000

par = 250,000

CR = 50000 X

Investment = 100000 X
Allowance Reserve

BB price = 251-

Max . Art
of BB =Y 25% of 36000001- 900,000

Max . No . = 000 36000.

Test3 :- Debt Equity Teet
-

Debt means all type of Loan
Whether ht or ST

. ese
I

Equity = Total paid up there Capital (Both)
At reeReserves (ar + pol-si)
Ratio after the BB shall notDeb-Egity2 : 1exceed

:
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#v= 101 -
How toConduct this Test? BB= afe-
Assume Maximum Buyback no . = D- -
Minimum Equity after BB=

D

2

Presentequity
- xxx [TotalpaidneyeBefore BB

E) Buy Back
effectiv

Reduction of SC = Fuxs lox

WorF Premium = Prem XX 15x
CRR = Ev - Fu xx lox
-

Minimum Equity = Dia
after BB -

2.g .3
Continued Suppose Loam are= 500,00001
Framega Sc = 2000000

Sp = 600000J Presenta
GR = 750000

Pal = 250,000
3600000

Assume Max . no . ofBBQ
Minimum Equity after

= 27,000,00BB
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BBz/
Present Equity = 3600000

() Buy Back effect :

-

-

Reduction of s . Cap . =(101)
Prom . Worr = (152)
CRR Create -out
Minimum 2700 ,000

T

Equity-

x = 25714 no .

Test
Result Fento a Fest3
-

Max. BB 5000 3600025714

the lower of above will be Maximum
20· Of BuyBack ie 25714 no .
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9301 (pg . 4 . 17)--
To find out Maximum no · of Buy Back ,

we

have ConductFollowing Testin

Test 1 !- eg.
-

Share Outstanding Test
120 Trave

X25. 1 -

30(V .=
Max . BB shall not exceed 25% ofTotal
of those i . e 30(.

-

est2 :ResourceTest
Maximum BB Amt shall not exceed 25%
of (Total Paidup Capital + ↑
-

-a)
↳

Ese - 1200 eg .

GR I 1080 Pret S.Cap .
Par I 200
Sp =

oe
Max . Art = 720
e 25%
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Max . No. of
= = 24BB

Coan 1500000
Test3 :-

Min 750000
-

Situation I Situation I
-
-

Loan = 3200 eg
E Loan = 6000

- ps
Minimum

& 1600 Minimum
equity = 3000
after BB Equity

after BB

present = 2880
equity (before Bs) present = 2880

equity
Assuming Max -

-⑫no.
I
Buy Back here isBB No.
Not ossible Since

PD IE Ratio
Present equity = 2880 before BB is

(c) BuyR - I already more than
Reduction OfSC = Close)

2 :/

wlorf prem -Cose] Maxino . = 0
CRR equalto Close) OF BB

Fr
-

Minimum Equity
to

x = 32(V .
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Rent. . Test Test2 Test 3

24(8 . 32(V.

Max BB no . =24 (V .

SituationLya302 ino
. = o Cr.

&302 BB price = 301-(25+20 %)--

Calculationof Maximum PermissibleByBack
ToFind Maxinoum permissible Buy Back , wehave to ConductFollowingTest , G lower
Of these 3 feet will be Maximum

permissible Buy Back numbers :-

Is1: - Shares outstanding Test :
-

Max
. BB no .

Shall not exceed 25% Of
Total issued EquityShare :-

Max . no . = 99X25% = 24 . 75 lan
225%
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FattesourcesTest :-

Max . Buy Back Aunt shall not exceed 25% of
Total paidup there Capital & Free Reserve

Ese = 990 lakm

GR = 720 lacs

Pol = 270 las.
SP = 270 lass .
-

-
lotal =EC250 las

Max . BB Aut
-
E562 .5lace

& 25.1 .

Max .BB25olau = 18.
NO. cro · lacs

Note:- Infrastructure development Resave Shall
-

not Farm part of Free Reserve.

FestDebt Equity Test : -

After BuyBack ,
Dent Equity Ratio Shall

not exceed 2 : /



 

CA. JAI CHAWLA (FCA, M.COM, DISA, IFRS) (7887 7887 05)                                       Page | 40  
 

 

 

(inlavne)
SituationI Situation2 Situationseceuticular---

a) Loan Funds 5000 3600 4500

->
itha

Minimum
Hona

Chania

6) Minimum Equity 2700 1800 ⑮
cu per

2 : 1

4) Present Equity 2250 2250 2250
(Total PaidupSh ·Cap + FR)

d)Whether BB No Yes No

allowed

eBayBack effect

Hesuming BBNO .-K

Reduction of Shilap - lox -

premium Wo
- 201 -

CRR outof FR - los -

- Fox -

If No .or BB,Maxi
c - e =6

- 11 .25larms -

2250 - yox = 1800
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FleetAnalysis :-

Situation Situation2Situations
Test & 24 .75 24 :75 24 .75

Test 2 18 .75 18 . 75 18 . 75

Test 3 O 11 . 25 O

---Max . BB no . O 1925 O
-

(Lower orabor)
-

TournalEntries (Situation 2 only
C"Sep to (Einlacs)
giudec . Equity Shore Capital He Dr. 112 ·5

premium an BB ak Dr . 225
ToEquity there BB 337: 5

ala

Security premiumak Dr . 225
To premium al BB 225

al
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General Reserve al Dr . 112 .T

To Capital Redemption 112 :5

reserve of

EquityShare BB al Dr . 337 . 5
To Bank ak 337 . 5

&303 Tent 1 = 0150 no.

Test 2 = 39062 no .

Test 3 = 56250 no .

Lower of above will be Maximum no of
BB ire 31250 no.

Company is proposing 25000 no · Hane

Buyback is allowed &Within the

provisione of Companies let 2013.

Test3 :- Delots = 2875000
-

Mininaval
equity

-

latterBB)85
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Present = 3125
,

000

equity
(deford BB)

Gotal Paiduplap . #FR)
101-
-
- 101-Bisprice =

x =z · of BB there
Presentequity - B125

,

000

1) Share reduce = love Face value
Cap .

#) premium = los Promin
Woff

If CRR outof = los Face value
#R
-

Minimum = 1437500

equity -

3125,000 - Jose = 1437500

x = 56250
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Feta Dear equity
Loam : -Desh - 1400000

Bank Loan - 2500000
-

3900000E
-

-
lotal paid up ! - ESC = 16

,
00000

PSc = 50000
11

SR = 300000

GR = Foro
& &

Par I Ivoro
-

3200000
BB price--451--

320,0000 - 55x = 195,0000

a = 22727
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PSC = 3000000
E -

X

1)Tot & I 87500 To I 87500

T2 = 119000
2) Test 2 = 89000 -7

T3 = 132857

3) Test 3 = 17142-
4) Premium to be wort = 707130 I 1312500
5) Total Payment to F 47142 1978550

be made X25
=
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IEx: - Ese =%.000 (fve100)R&S = 30 ,
00

,
000

(Frees

Loan = 7500 ,000

Buy Back price
= 150

Fresh issues ps = colan
(F = 100)

Sal) :-
Test 1 = 25000x25%=no .

Tra2 = 25% of 55,000,00 = 9166
#

Test 3 = DIE = 2 : 1 = 15000

Debt = 750,0000
minimum equity = 37.50 ,

000

present equity = 550,0000&
&

Max . BB no . = x
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Present equity = 5500000
&

(+17 Buy Back effect
1 Eg. Sh .Capital reduction = Coos)

1001-

() premium woff = (5ox)
5ol-

(CRR = Cloox-1000000
It Fres issue = + 1000000

-

Minimum =-,50,000
eg

5500000 - (Doox+ rose+Goo- 1000000))
↑ 10,00000 - 3750000

55000000/Irox +100x0000000#

= 375
,
0000

5500000 - 250x + 1000000 #000000

= 3750000

2 = 15000
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BBno= D
BB price = 150

BB Hunt = 1500

--
-

face Rem .

value
Jose

100K

-
outof

Fres ⑫as,000000issue

1000000 CRR
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2206
-
- WorkingFor Buy Back

-

Total No. Of O Equity Thayer = 25000000 -

BB no-d25% = 62500 no

Buy Back price = 30 +20%
= 36/

-lotal Art of Buy Back = 2250, 000

--
Face Value Premiu
Of BB an BB

12
,
50

,
000 10

,
00

,000~
-- ↓
out Of Balance Woff out

Fresh issue
out of Spak
Free Reserves

2 ,50 ,000
10 ,00.000

↓
CRR = 10 ,00 ,000

outof Revenue
= 300 ,

000m
Reserver

Pal = 70, ,000·
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Note:- Essuing Debentures or Bands is
not allowed for the purpose of BuyBalk
Hence , 14. %1 Dean issued shall he ignored
in Buy Back working.

Tournalentry

1 Equity there Capital ap Dr . 1250000&

premium on Buy Back of Dr . 10 ,00, ,000

To Equity Share Afe ale 22500 ,00

2) Securities Rumiumal Dr . 10 ,00 ,
000

To premium an BB 10 ,00 , 000

3) Bank all Dr. 150000

To Investments 100,000

To Gaman sale ap Jor

4) Gain on sale o Dr . 50000

To profit & how al 50000
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5) Bank al Dr. 360,000
To 14% Desn 300000

To security premie 60000

6) Bankak Dr. 250000

To 10% pref . Sh . Cap . all 250000

7) Revenue Recure af Dr. 300,000
Profit Loss al Dr. 70,0

To CRR ak ⑯,
000

8) EquityShare Buy Back afDr . 2250000
To Bank ak 2450000

7500009) CRRaDshare Capa 75o

(250000 - 13500) x33 = 37500 no .
x201-

Revised eg . those -
250,000 - 6210+37500
= 225000
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&

aBalanceSheaerations

Amt
-

Ihere Capital :-
225000 equitythoses of 201- 4500000

12500 10% %1 pref . Shares of 100/ 150000
M Y

2)ReevesaSemplus :- 27, 10 ,000

CR 100000

SP 260000
(12-10+ 0 .6)

Rev . Res . 200000

15. 3)
por 1350000

(20 =7 + 0 .5)
CRR 250000

(10 - 7.5)
DEF 550000
-

3) Non Current Liab .
15
,

50000-
12% % Desn 1250000

14 % Desn 200000
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4) CurrentLiab . 2 provision 550000

-

1
,
05,60 ,000
-
-

5)on Current Assets

a) PPE 10075000

6)CurrentAssets

a) Investments 300000 200000
If SOID 100000
-

b) Inventory 200000

c) Cash 2 Lash Equivalent 8500
MD Bal . 1575,000

#) Inver-JOID 150000

[4 Debn issue 360000

(e) pref . issue 250000

7) Bisart2250000
-

1
,
0560,000

&

-
-
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13) Investment in Own Debentures :-

-

Sometimes
, issuing EntityCan acquire its own

issued Debenture From Open market at
Less than Face Value

.

Suchacquired own Debenturer are treated
as Investment (Asset)For the time

Geng .

eg :-Add .
issued 1000 Deon e look

-

& after Sometime Add . purchased
own Debentumno . & 96-

A L+d .

BalanceSheet
-

↑-V -
-Debentures face Ivaluefirst in own 192000

Liability 1000000 Defe ⑳M I

10000no Asset)
X 2000X 96

2000 8000

Own Deb" Investment shall be cancelled
With Debenture Liability on Under :-

H
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(2000 x 100) Debenture Liability of Dr. 200,000
Tofirstm own 192000

Debh

To profit on Cancellation
8000

&itaCancellation pr 800 00
↓
optional entry

Employeesstock options plan (ESOP) :-

a) Entity offers to issue shares to its

employees in Future.

4) When Entity offers to issue thase
to employee , Following Journal
cutry is passed in

Employee Expense al Dr. 10

Ral
/ To Employee Stock

/option ofal
BIS side)
Liability
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2) When Actual share are issued to

employees , Following Journal entry
is
passed:-

20 Bank ak Dr. (if
50
art received Frau

employees

⑩Emp -Stake option ols Dr . ⑳ 120

To Escal 10 F
To SP ak(BI) 110

2207 Importantworking-

1) Redemption of Pref. Share
-

Redemption Art = 20 + 10% = 22lass ·

-
-
face perium
Valuer Aut

20 las 2 lac

/7 ↓
outof outof free Woff

Frest Reserves out of SP
issue 20 2

↓ ↓
Nie

CRR =20
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2)IuyBack : -
Total no.Of Buyback = 3 lace .

Bisprice = 301-

Buy Back Amt-E90 lan .

--
Face Value Premium
E 30 law E 60 lac
- ↓
out of outof Coff Out

Fresh issue Free Receives Of SP

↓ ↓
Nil 301au

.

CRR= 30 194 .

Investmentin Own Debr : -

-
Liability Asset (Investment)

FV = 2 .2 lac . Cost = 2 lac

Profit or Cancellation= O .2 lake .

#Fer to CR
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employeestar option :-

Employee rane.%-10 ,00 ,000
Bank 20
-

esopols 10 -
Toes

10
option shares exercised20

ToSP 50000 no.

=>

Reserversal↳
Debit

Extra Ltd.

#xi
-

↳ in Lauh)

1) 9 : 1. Redeemable PS ap Dr. . Zu
premium an Medamp. Af Dr. 2

To pref . Shareholders 22
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2) EquityShare Capital after . 30

premium on Buy Back al Dr. 60
To Equity There BBay , 90

Revonve Reserve al Dr . 50/50To CRC ala

4) 10% Debentures al Dr . 2,20

To Investment in al I
own Deon

To profit on Cancellation 0 .2

5) Profit on Cancellation al Dr . 0 .2

To CR ak 0 .2

) Bank ak Dr . 18

(50000 x 20)
10/Emp - Stock option of Dr . 5

To Escak 5
Fr lot (50000 X 10)
mp
sof
Tosecurity prem Al 10

(50000 x 20)
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7) Security premium al Dr . 62
To prem a redemption 2
To prem . on BB 60

8) PSH ak or . 22

EgSh .BBapDr . 90
To Bank all 112

Extra Ltd .

Balance theet
as an 1/4/X1

Particulars Art -
- -

Share Capital 75
Es(100 - 30 +5)
Bas CR 8 .2 712
-

Sp g

160 + 10 - 62)
CRR Jo

Stock option ofs 5-
Debenturer (4-2 .2) 1 .8
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Trade payable(200
8

Pe 50

N .C .First . (120 - 2) 118

Catha Cash Eg . (142+ 10 -112) Go
Tod
-


