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1

Q.BB.RMP.101: (EXAM Jan’21)
The Directors of Umang Ltd. passed a resolution to buyback 5,00,000 of its fully paid equity shares
of Rs. 10 each at Rs._15 per share. This buyback is in comgiianﬁith the provisions of the
Companies Act, 2013.
For this purpose, the company

1. Sold its investments of Rs. 30,00,000 for Rs. 25,00,000

ii. Issued 20,000, 12% preference shares of Rs. 100 each at par, the entire amount being payable
with application.
iii.Used Rs. 15,00,000 of its Securities Premium Account apart from its adequate balance in
G_e.n_eral Reserve to fulfill the legal requirements regarding buy-back.
iv. The company has necessary cash balance for the payment to shareholders.
You are required to pass necessary Journal Entries (including narration) regarding Buy-back of
shares in the books of Umang Ltd.
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EXAMPLE 1 (on Maximum Permissible Buyback): w
The Buyback Price is R§ 25/- )

Outstanding Equity Share Capital (10/- each) 35,00,000
General Reserve 25,00,000
Profit & Loss Balance 11,50,000
Securities Premium 17,50,000
Debentures 60,00,000
Bank Loan (Non-Current Liability) 70,00,000
Current Maturity of Bank Loan 15,00,000
Sundry Creditors X’),O0,000
Investment allowance Reserve 16,00,000

ﬂ/)/r»m_ < 84500—7 T, = &¥oo
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