
VSMART EXAMPREP 
Advanced Accounting 

Class Test 1 
Buy Back of Securities and Schedule III 

 

Question 1 (8 Marks) 

The following summarized Balance Sheet Pee Limited (a non-listed company) furnishes as 

at 31st March, 2017: 

 Rs Rs 

Equity & Liabilities    

Share capital:    

Authorised capital    

2,50,000 Equity shares of Rs 10 each fully paid up  25,00,000  

5,000, 10% Preference shares of Rs 100 each  5,00,000 30,00,000 

Issued and subscribed capital:    

2,40,000 Equity shares of Rs 10 each fully paid up  24,00,000  

3,000, 10% Preference shares of Rs 100 each  3,00,000 27,00,000 

(Issued two months back for the purpose of buy back)   

Reserves and surplus:    

Capital reserve  10,00,000  

Revenue reserve  25,00,000  

Securities premium  27,00,000  

Profit and loss account  35,00,000 97,00,000 

Current liabilities    

Trade payables  13,00,000  

Other current Liabilities  3,00,000 16,00,000 

  1,40,00,000 

Assets    

Tangible assets    

Building  25,00,000  

Machinery  31,00,000  

furniture  20,00,000 76,00,000 

Non-current Investments  30,00,000  

Current assets   

Inventory  12,00,000  

Trade receivables  7,00,000  

cash and bank balance  15,00,000 34,00,000 

  1,40,00,000 

On 1st April, 2017, the company passed a resolution to buy back 20% of its equity capital 

@ Rs 60 per share. For this purpose, it sold all of its investment for Rs 25,00,000.  



The company achieved its target of buy-back. You are required to:  

(a) Give necessary journal entries and  

(b) Give the Balance Sheet of the company after buy back of shares.  

 

Question 2 (8 Marks) 

Following is the Balance of M/s VSMART Limited as on 31st March, 2012: 

Liabilities Amount Assets Amount 

Equity shares of 10/- each 

Revenue reserve 

Securities premium 

Profit & Loss a/c 

Secured Loans: 

12% Debentures 

Unsecured Loans 

Current Maturities of Long 

Term Borrowings 

Current Liabilities Others 

30,00,000 

35,00,000 

5,00,000 

2,00,000 

 

42,00,000 

30,00,000 

29,50,000 

 

12,00,000 

Fixed Assets 

Current Assets 

96,00,000 

89,50,000 

Total 1,85,50,000 Total 1,85,50,000 

The Company wants to buy back 65,000 equity shares of 10/- each, on 1st April, 2012 at Rs. 

25/- per share. Buy back of shares is fully authorized by its articles and necessary 

resolution passed by the company towards this. The payment of buy back of shares will be 

made by the company out of sufficient bank balance available as part of current assets. 

Comment with your calculations, whether buy back of shares by company is within the 

provisions of the companies act, 2013. If yes, pass necessary journal entries towards buy 

back of shares and prepare a Balance Sheet after buy back of shares. 

 

Question 3 (5 Marks) 

X Ltd provides you the following information: 

Raw material stock holding period :   3 months 

Work-in-progress holding period :   1 month 

Finished goods holding period :   5 months 

Debtors collection period :    5 months 

(a) You are requested to compute the operating cycle of X Ltd. 

 

(b) In the above case, what would happen if the trade payables of the Company are paid in 

12.5 months? Should these be classified as current or non-current? 

 

Question 4 (4 Marks) 

Entity A has two different businesses, real estate and manufacture of passenger vehicles. 

With respect to the real estate business, the entity constructs residential apartments for 



customers and the normal operating cycle is three to four years. With respect to the 

business of manufacture of passenger vehicles, normal operating cycle is 15 months. Under 

such circumstance where an entity has different operating cycles for different types of 

businesses, how classification into current and non-current be made? 


