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Perrotte Ltd. (a non-listed company) has the following Capital Structure as on
31.03.20X1:

Particulars (Zin crores) \') Y\b NN ‘ &»\ 2
(1) Equity Share Capital (Shares of & 10 each fully - 330

\MationG e .&L\Y\. [\.- &w\* 1 &E‘W\\)‘{)

i 2) W-od g MENTORING
@) Reserves and Surplus CAroNGAToN | CATERIEOATE | cA AL

General Reserve 240 - :_ & \'5 .

Securities Premium Account 90 -

Profit & Loss Account 90 -

Infrastructure Development Reserve 180 600 g) '\_Qc\ Y\“ ' ) %Q\‘ &\\' bb’
3) Loan Funds 1,800
The Shareholders of Perrotte Ltd., on the recommendation of their Board of Directors, % K .

have approved on 12.09.20X1 a proposal to buy-back the maximum permissible number
of Equity shares considering the large surplus funds available at the disposal of the

company 3) Sundy SUURR (M oy
The prevailing market value of the company's shares is €25 per share and in order

to induce the existing shareholders to offer their shares for buy-back, it was decided ; gb \’L‘
to offer a price of 20% over market. ——

You are also informed that the Infrastructure Development Reserve is created to

satisfy Income-tax Act requirements. g) %. %, - % ‘)X -T ')_Q \‘7 .
You are required to compute the maximum number of shares that can be bought

back in the light of the above information and also under a situation where the —_ 30 R

loan funds of the company were either 1,200 crores or 1,500 crores.
—

Assuming that the entire buy-back is completed by 09.12.20X1, show the

accounting entries in the company’s books in each situation. k) \Y\B r\, Ql\\) Q Q ‘ : . &‘\\ b ,'»),
—_— - .
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Question 2

(a) X Ltd. furnishes the following summarized Balance Sheet as at 31-03-2018. NM,; &)
Liabilities (in ?) (in )
Share Capital HD
Equity Share Capital of & 20 each fully paid up 50,00,000
10,000, 10% Preference Shares of 100 each fully paid | 10,00,000 | 60,00,000 i
up
Reserves & Surplus
Capital Reserve \/\/ 1,00,000
Security Premium 12,00,000 -
Revenue Reserve & 5,00,000 77 Y
Profit and Loss t/ 20,00,000
Dividend Equalization Fund / 5.50.000 | 43,50,000
Non-Current Liabilities
12% Debenture 12,M i
Current Liabilities and Provisions 5.50.000
Total 1.21,50.000
Assets
Fixed Assets
Tangible Assets 1,00,75,000 =
Current Assets
Investment ¢« 3,00,000 |-

Inventory 2,00,000 |
Cash and Bank Ve 15.75.000 | _ 20.75.000
Total 1.21.50.000

The shareholders adopted the resolution on the date of the above mentioned Balance
Sheet to:

(1) Buy bacé 25% o) the paid up capital and it was decided to offer a price @%%

market price. | he prevailing market value of the company's share’1s ¥ 30 per share.
e —————— -

(2) To finance the buy-back of shares, company:

(a) Issues 3000, 14% debentures of ¥ 100 each at a premium of 20%.

(b) Issues 2500, 10% preference shares of &100 each. -_}
(3) Sell investment worth ¥1,00,000 for ¥ 1,50,000.
(4) Maintain a balance ofZ2,00,000 7n Revente Reserve>

(5) Later the company issue three fully paid up equity share of ¥20 each by way of bonus
share for every 15 equity share held by the equity shareholdgrs.

QRQ\

You are required to pass the necessary journal entries to record the above transactions
and prepare Balance Sheet after buy back.
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