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after date commences It
Avcount Corrent is usually sent by

A banker to its customers
any credit period is allowed then only the Rina

7ction for example (If goods are sold (on 2 ""lr)n.”h

‘ the

< 30th September, the number of dqys Bl :

e

A lender to its borrower

Supplier to its customer
ase transaction, if

e of trans
he amount 1

In the case of sale or purch
should be considered as an effective dat
credit) on 1st June and the date of closing t
counted as under Due date is 01-08-20X2)-

August = 30 days (31-1)

September = 30 days
60 days

Total Days
Note: Days in the account current is C
making the account current.

The bills of exchange which is honored will not appear 1

dishonour, it will be appearing in the account current.

g Account Current.
ransactions between parties for a given period of time

Q. 1 Define Account Current. Explain way of preparin
rious items. It takes the form of a ledger account

alculated from due date of each transaction till the date i

n the Account Current; only in case of

Ans. An Account Current is a running statement of t
and includes interest allowed or charged on va

There are three ways of preparing an Account Current:

a) With help of interest table.
b) By means of products.
c) By means of products of balances.

Q. 2 Write short note on Red-ink interest.
Ans. In case the due date of a bill falls after the date of closing the account, then no interest is all owed

forth at. However, interest from the date of closing to such due date is written in “Red-Ink” in the
appropriate side of the ‘Account current’. This interestis called Red-Ink interest. This Red Ink interest

is treated as negative interest. In actual practice, however the product of such bill [value of bill X

(due date-closing date) is written in ordinary ink in the opposite side on which the bill is entered]. It
means interest from future date from date of account current i.e., present date. In earlier periods, it
was written in red ink; hence it got the name of red in kinte rest. It implies that rebate will be allowed

online rest paid/received, if settlement of future due transaction is done on account current date.
Preparation of Final Account of sole Proprietors

Final Accounts is divided into two parts:
Income Statement: It includes the following
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ie. Balance sheet only.

(losing
profit and loss Account Dr.
To Salaries A/c
To Rent A/c
To Interest A/c
To Other Expenses AJc
Discount Recelved A/c Dr.
Dr.

Bad Debt Recovered A/c
To Profit and Loss A/c

Important Adjustments:
Bad Debts: When a customer
the amount is lost, it is sa
Bad debt A/c

To Debtors A/c
If later on, the amountisre
recovered A/c.
Expenses accrued and
Appropriate Expense Afc

To Expenses Accrued A/c

e Income accrued
Interest / fees Accruing A/c Dr
To Appropriate Income A/c

e  Provision for Bad and Dl)l!btf‘“ D

<] weeh

does not pay the amount due
id to be a bad debt. The entry is

Dr.

covered it should be treated as gai

accruing. Example (Rent, Int
Dr.

and accruing. Example (!

prurchaceq

if adjusted mmhmbshnhmmmm:mmiudﬁmnuw*”

f ntries in respect of profit and loss account

from him and all hopes of recavering

n. It should be eredited to bad debt

erest, wages etc.)

nterest on Gavernment joans)

ebts




Dr.

Profit and loss A/« "
Jeb
To Provision for Bad and poubtful I
Other Provisions
Dr.

Profit and Loss A/c¢
To Respective Provision AJc .
at selling price)

For Goods sent on approval, at year end (
pr. (SP)

a) Sales A/c
To Debtor A/c
b) Goods with customers A/c

Dr. (Cost)
. lance Sheet and
tatement; b) Bala c) Cash Flow

To Trading A/c
Financial Statements: Consists of a) Income S
Period Statement,

Statement; d) Notes to accounts
i tities —
Manufacturing Account: Prepared only by Manufacturing en .
Iways contain Debit balance.
e credited to Manufacturing Y,
(3

Purpose: Used to find out the Cost of Goods Manufactured; A
unt
Period Statement

e NRV/Scrap Value of byproducts/damaged raw materials will b
b Balance in Manufacturing A/c transferred to the Trading Acco
Trading Account: Prepared by Manufacturing and Trading entities -

It is used to determine Gross Profits of the business.
It contains all expenses relating to Trading Operations i.e., buying and selling.

It is to be credited by Abnormal loss, if any and Closing Stock (if not adjusted in purchases)

[ ]
Ifthe Manufacturing Account is prepared, then all the production expenses like wages, electricity

o
shall be transferred to Manufacturing A/c.

Profit and Loss Account:
It is used to determine the Net Profits of the business.
It contains on Debit side: Indirect Expenses, Administration OH (not related to production),

[ J
Selling and Distribution OH, Losses and Provision.

It contains on Credit Side: Gross Profit, Interest received, Dividend received, revenue profits

[ ]
on sale of fixed asset, insurance claim received for loss of stock etc.

Balance Sheet: a) Positional Statement: b) Approaches for preparation.
Balance Sheet explains the Financial Position of the Enterprise as on a particular date.

[ ]
It consists of assets and liabilities of the business.

. Permanence:
¢ On Liabilities Side, Long Term Liabilities are shown first and then Current Liabilities are

shown.
* On Assets Side, Fixed Assets are shown first and then Current Assets are shown.

e  Liquidity:
* On Liabilities Side, Current liabilities are shown first and then Long-Term Liabilities are

shown.
On Assets Side, Current Assets are shown first and then Fixed Assets are shown.
www.escholars.in
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- The salary paid in adva

provision for Bad Debis:

. Computation of Closing Provision:

ln( hl(' b [ C! h l l‘(l l ('l‘l'\ V “I ,"l(l“ onan or atin x Y« H'll‘ tl“"
» rs res ‘ ) IV(‘II
( 5 I n l In' m l n)l )f[

Note: Bad Debts alre;
already written off shown In trial balance should not be deducted.

Computati g
= putation of amount to be transferred to Profit and Loss Account:

= Closing Provision + Total Bad Debts (Fresh + Old) - Ope

pProvision for Discount on Debtors:

ning Provision

o Computation of Closing Provision

= [Debtors - Fresh B :
Tk e S e ad Debts (Note) - Closing Provision for bad debts] x % of provision for

Note: Bad debts already written off should not be deducted.

o Computation of amount to be transferred to Profit and Loss Account:
= Closing Provision + Total discount allowed - Opening Provision
Computation of Manager’s Commission:

Net Profit x Rate of Commission
100
Net Profit x Rate of Commission
(100 + Rate of Commission)

A balance sheet is only a statement and not an account.

. Before Charging Commission =

e  After Charging such commission =

A balance sheet is prepared at a particular point of time and not for a particular period.
GST is deducted from sales in trading A/c.

Income Tax:
° In case of sole proprietorship, it is treated as Drawings and deducted from capital.

o In case of companies, it is debited to P&L A/c.
Establishment Expenses are shown on debit side of P&L A/c.
Royalty paid on production basis is shown on debit side of trading A/c.

Royalty paid on sales basis is shown on debit side of P&L A/c.
Raw material consumed = Opening Stock of raw material + Purchase of raw material - Closing Stock

of raw material.

Cost of production = Raw material consumed + Opening stock of WIP + All direct manufacturing

expenses + All indirect manufacturing expenses = Closing stock of WIP.
Cost of goods sold = Sales-Gross Profit; or = Opening Stock of finished goods + Cost of goods produced

(or purchases) - Closing Stock of finished goods.

Put all adjustments of final accounts in entries/ their treatment in Trading & P&L A/c and Balance

Sheet.
Gains from the sale or exchang

revenue is not in the ordinary course of business,
nce is an asset. It is not an expense because it neither reduces assets or nor

e of assets are considered as the revenue of the business. But this
so it is a capital receipt.

increase liabilities.

A Loss is an expenditure of the business which does not bring any gains to the business.
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L expected to be reallsed or s
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@ Current liabllities are liabilitics """ﬂﬂ( i leduction f N
¢ a deductior
m  Provision for Bad Debts is shown either as a liability or Virom the heyq dety
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m  Premium paid on the life policy of the proprietor is to pital accouny, . ) s
JIN
expense. . oAl § Perg,,
the entry. In s cas *On
m Closing stock appears in the trial balance by PaSSi;‘l?eet ry. e closing Stock i, B
in trading account and is shown only in Balance . SN0t g,
By
ficant value as compared to the value of main Prod =
Uct T
. he
Tef,
J

m  By-products generally have insigni :
they are generally valued at Net Reali

sable Value.
ing account is to determine manufacturing 3
COSts
of fimsh
ed

manufactur ) .
facturing activities.

The objective of preparing
ffectiveness of manu

=
goods for assessing the coste
m Overhead is defined as TOTAL COST of indirect material, indirect wages and indirect ex
Q.1 Write shorts notes on: penses.
a) Balance sheet
b) Trading account
c) Closing entries
Ans. a) Balance Sheet: The balance. shc.eet may be defin.ed as ,a s-tatement which sets out
stitution as at a certain date” Since even a single transactgle Assetg
1on Wi anq

liabilities of a firm or an in
ts or liabilities, the balance sheet is true only at m
a .

a difference to some of the asse

of time. That is the significance of the word “as at”

At the end of the year, it is necessary to ascertain the net
profit

or the het

loss. For this purpose, itis first necessary to know the gross profit or gross los
Trading A/c. Gross Profitis the difference between the selling pri S With the
g price and the cost of the gohe Ditg
0

e entries that have to be made in the journal for preparin

hat is for transferring the various accounts to thg the Trag;
ese twg

a

b) Trading Account:

Ngang

c) Closing entries: Th
CCOuntS

the Profit and Loss Account t
are known as closing entries.

Q. 2 Distinguish between provision and reserve fund.
Ans. Difference between provision and reserve fund:
Provision: Any amount written off or retained by way of providing for dep
reciation re
» T€newgy]

®
or diminution in the value of assets or retained by way of providing fo
which the amount cannot be determined with substantial accuracyg r8ny known liability of
e Reserve Fund: It signifies the amount standing to the credit of the
outside the business in securities which are readily realizable. g eserve that is investeg
'tlz‘ﬁzrt Sfor replacem.ent of an asset are invested periodically, in go);zrr"r:?nl:n‘:}he" tife.amounts set
account to which these amounts are annually credited is described as ::zurl{”lﬂes i
eserve Fund,

Q. 3 Write short note on By-products.
By- se p 30
Ans. By-products generally have insignificant value as compared to the value of main product. Th
product. They

are generally valu . %

is often treat}f,:d, asi‘:d?stc:l‘;;nr::::sz?ble va.l'ue, if their costs cannot be separately identified. It

sale value of the by-pr AT Mm.,{:;_:-'ome but the correct treatment would be to credit the
s utac t, urin g Account so as to reduce to that extent, the costof

manufacture a in’
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cartant Adjustments

tmi

7" adjustment Justment Eniry R
% AIhu»'\C Stock ‘ Closing Stock A/t n .M'w
1) p— | 11.\1ln]|n‘y A/ . the credis side e e , o=
’/,amhul Debtors Afe . St oe—
r e ——— ————————————————————————————
o omitted 0 be To Sales A/c Added ts tales on on eredit side. | Added 1w Debtars af (He |
m-onit‘d AL I S S atvets sida 1
{J | Purchases A7e @ ——— |
s AJc | — TSR
Lot D = — ’ :
3) r\mh\u ~d but To Creditors A/c ] r | Ar;vl dto p-lrch 1ses on dr!ur Added to Creditors an the
«mln‘d to be § s liabilities side
reco rded
/
—Gale of goods 1) Sales A/c pe D —t
" appro\'al basis To Debtors A/ - | Deducted from sales on the | Deducted from debtors on
- credit side. the assets side
on (Sale value of goods)
ii) Closin
) B Stf’CR' A/c Dr. | Added to closing stock on | Added to closing stock on the
To Trading A/c the credit side. assets side.
(Cost price of goods)
ds distributed | Free Sampl ,
5) GoffJ ese e - ples A/c Dr. | Deducted from purchases | Deducted from the capital on
asii¥ 0 Purchases A/c on the debit side. liability side.
— | prawings in goods | Drawings A/c =
6) ; Dr. | Deducted from purchases | Deducted from capital on the
To Purchases A/c on the debit side. liabilities side.
| 7) Depreciation Depreciation A/c Dr. | Shows on debit side. Deducted from the concerned
; To Asset A/c asset on the asset side.
/ oy
g) | Provision for Profit & Loss A/c Dr. | Added to Bad-debts on the | Deducted from Debtors on
Doubtful debts To Provision for debit side. the assets side.
Doubtful Debts A/c
-——"‘ N -
9) | provision for Profit & Loss A/c Dr. | Shown on the debit side as a | Deducted from Debtors on
discount on To Provision for separate item. the assets side.
Debtors Discount on
Debtors A/c
10) | Further Bad-debts | Bad-debts A/c Dr. | Added to Bad-debts (given in | Deducted from debtors on
To Sundry Debtors A/c Trial Balance) on the debit | the assets side.
side. : _
11) | Outstanding Expenses A/c Dr. | Added to the respective | Shown on the liabilities side.
Expenses To Outstanding expense on the debit side.
Expenses A/c
12) | Prepaid or Prepaid Expenses A/c Dr. | Deducted fromtherespecuve" Shown on the assets side.
unexpired To Expenses A/c ALl W it ; pt
expenses LR T R e 2 o
13) | Accrued Income Accrued Income A/c Dr. | Added to the respective Shown on the assets side.
(Income earned To Income A/c income on the credit side.
but not received)
14) | Unearned Income |IncomeA/c
(Income received To Unearned lncnme A/c .
| |in advance) B 'v? ¥l t |
15) | Interest on capital | Interest on Capital A/c Dr. Shown on the debit side. lAdded to tl;e capltal on the
To Capital A/c jabilities side.




on by all or any of t

Distinction between a

umm'“ on nnm;n;n Azc | Dr | Shown on the credit side, Add .
N o t
To Interest an tian oy th
prawings AJC ' o n?dllclou ;::Mﬂh N
. . | Shows on tl lebit side m
m[mrsl on Loan A/ 10 debit side, W E L‘m‘:?q
To Loan A/c - |l.||»|l|||..,"“':|n '\"T: =
e Ty A/ (D parehives o | At
1 —
T At Loss AJc deducted from purchases gn TF Nt te b 7
ro DF the debit side, IN8uray,., Mergs .
To Purchases A/¢ ' shown gn < com. 2 from|
Amount not recovered from N the "'Pmy,%
the Insurance company jg sidg 1
shown on the debit side, '
harity A/C pr. | Deducted from purchases on
Ch-lf“.\’ in ' o purchases AJc the debit side.
the form © Shown on the debit side as a
goods separate item in P&L A/c. |
Manager’s Commission Dr. | Shown on the debit side of | Shown S
&L A/c. e
A/c ALl Habiljrieg Side
To Outstanding de.
Commission, A/¢c
elation between person who have agreed to share profits of the bus;j
Inegg
Carri
ed

partnership is the T

hem acting for all.

n ordinary p

artnership firm and an LLP:

= 'fg"é"-".3;9§KeY‘Eléﬁléht$.fﬁ-gZ§ " Partnerships
Applicable Law Indian PartnershipAct, 1932 The Limited Liability
Partnerships Act,2008
[ b) |Registration OpEond Compulsory with Rog
_T) Creation Created by an Agreement Created by Law
_E)— Body Corporate No Yes =
e) |Separate Legal Entity | No Yes —
f) Perpetual Succession Partnerships do not have It has perpem
perpetual succession. and individual parme:?ion
come and go. Mmay
g) | Number of Partners Minimum 2 and Maximum 50 Minimum 2 but no masimup
limit.

Main clauses required in a partnership deed:

Name of the firm and the partners;

Commencement and duration of business;

Amount of capital to be contributed by each partner;
Amount to be allowed to each partner as drawings and the timings of such drawings;

Rate of interest to be allowed to each partner on his capital and on his loan to the firm,

be charged on his drawings;

The ratio in which profits or losses are to be shared.

and to
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- There are two ways of maintaining eapital acionnts
- Fixed capltal method nder these tewo areesnints are prrep wed
(@) Capital accoum (D) Curvent aceount
. llm'tnnllnn caplital method; Unider this anly | aceount Lo, Capital aceount 19 Ll .
- Methods of valuation of oeodwin

Simple Average method

-
Average profits » No of years of purchase

Goodwill =
Weighted Average method:

Goodw ‘e >
soodwill = Weighted Average Profit = No. of years of purchase

Super profit method:
Super profit = Actual Average profit —
No. of year of purchase

Normal profit.

Goodwill = Super profit x

Capitalization method:
Goodwill =
oodwill = Average of annual super profit x 100 / Normal Rate of return

Annuity method:
Goodwill = Super profit x Annuity factor of No. of years of purchase

ill year end

m Calculation of Interest on Capital
Interest on Capital = Capital x Interest x No. of months / days from date of introduction t

‘ 12 or 365
Note: However, maximum interest on capital is restricted to the amount of profits available.

Calculation of Interest on Drawings: Total Drawings x Interest Rate x Multiplication Factor

Fixed Amount is drawn:

[ ]
i >

F. RS

AT

>

/ Beginning of every
Quarter
L 2 .6/12

month
Iﬁiddle of every month 6/12 ‘[ Middle of each quarter
5.5/12 End of each quarter 4.5/12

IE'ld of every month
Note: Where the date of drawihgs not gi\}en then interest on draiwing is alWay's calculated for

6 months’ /multiplication factor will be 6/12.
. Different amount is withdrawn at various dates: use product method.

Guarantee of Profits for a Particulars partner:
Any of the partners may be guaranteed a minimum share of profits by all or some of the

remaining partners.
In case his share of Profits <Guaranteed profits=Short fall to be paid by the remaining partners

or the agreed partners in their profits sharing ratio/and other agreed ratio.

New Profit-Sharing Ratio and Gaining Ratio (For Retirement/Death):
Situation I: All partners’ share is given i.e,, 3:2:1; Profit share after retirement is not given:

®
* Remove the profit share of the Outgoing Partner from the ratio.

vww.escholars.in
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' he

’(I\ en,
also given
in the agrt
are * Gainin

) . |8
» Situation 11 All partners chare
'\,\IH\""

divided among the existing vod ratio

‘¢ share .
wer's ! g Share

* Divide the outgoing partt :
jo: O1d profit Sh

* Existing Partners’ New Rat
n the value of goodwy
h.lq

L Hidde rEVEY 4
dden goodwill e firm Is not Speclﬂcnlly give

When the value of the goodwill of th

inferred as follows:

Lp‘rlmzr:
|__Incoming partner’s capital X Reciprocal of share
Less: Total capital after talking into consideratio

pPartner
Val / %
ue of Goodwill d to his Capital Account if the h
Othe,
s

are may be transferre

artner

of incoming P
ht in by incoming

n the capital broug

Alternatively, only the retiring partner’s sh
continue at the same profit-sharing ratio.

. : .

Joint Life Policy Account (JLP): - 3 i
__Particulars ' Explanation BE
Meaning Life Insurance taken on all the partners together. -

reated as expense and written offin P& L A/c.

e JLP premium st
vided among all the

Accounting -1 |e Atthe time of retirement surrender value is di

Method partners in profit sharing ratio.

e At the time of maturity/death of any partner, entire JLP proceed shareq
profit-Sharing Ratio(PSR).

among all the partners in the
ed as asset to the extent of surrender Value_\

red to the Profit & Loss A/c.
e realized from policy if it is surrendereq

e JLP Premium is treat

Accounting - II | e Balance Premium transfer

Method .
e Surrender Value means “valu

now to the insurance company”.

At the time of retirement when surrender value is received nothing jg

transferred to partners.
At the time of maturity/death of any partner, the difference between the
surrender value and the maturity proceeds transferred to Partners Capital

in PSR.
e JLP Premium treated as asset and reserve to the extent of surrender
Accounting - value.
III Method e JLP Reserve is created for the premium paid by debiting to the profit and

loss Account.

JLP The amount of JLP Premium - increase in Surrender Value] is
transferred from the JLP reserve A/c to the JLP A/c.

At the time of maturity/death of any partner full maturity amount is
transferred to partners in profit sharing ratio.

= I .
n the absence of agreement, the partner is entitled to interest on loan/Advance @ 6%p.a.
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®  |f the profit of t .
J he firm shows the increasing or decreasing trand, then weightad average basis o

valuing goodwilll is followed.
ring his part of goodwlll in cash the new partner capital

When the Incoming partner does not b
account is debited.
Sacrificing ratio = Od ratio - New ratlo
At the time of death of a part ' y
taken jointly for all the 'in;':‘::s'ﬂrm Rets policy value from the Insurance company of the joint Policy
Joint Life Policy amount recelved by a firm {s distributed in Old profit-sharing ratio of partners.
JLP of the partners is an Asset/Personal Account
The balance of joint lif
hboiges ool J e policy account as shown in the balance sheet represents Surrender value
At the.ti.me of retirement of a partner, firm gets from the insurance company against the joint policy
taken jointly for all the partners- Surrender value
Accounting Treatment of JLP in case of retirement of partners:
«  Case-lIfSurrender value as given in adjustment and JLP does not exist in the balance sheet
Continuing Partners’ Capital A/c Dr. {in gaining Ratio}
To Retiring Partners’ Capital A/c (With the share of retiring partners in JLP)
o  Case-ZlIfsurrender value as given in adjustment and JLP exist at same value in balance sheet
No journal entry and treatment required.
Accounting Treatment of JLP in case of Death:
o Case -1:If JLP premium is shown as expense in P&L A/c
Insurance company A/c Dr. {Total claim Amount}
To all partners’ capital A/c {in profit sharing ratio}
o Case -2:If JLP is treated as an Asset
Insurance company A/c Dr. {with Total claim amount}
To JLP A/c
JLPA/c Dr. {Claim Amount - Surrender value}
To All Partners Capital A/c
e IfJLP and JLP reserve exist in the books
Insurance company A/c Dr. (Total Claim amount}
To JLP A/c
JLP Reserve A/c Dr. (with value as in B/S)
To JLP A/c
JLP A/c Dr. (Total Claim /Amount)
To Partner capital A/c (in PSR)
Things to note
B Section 4 of the Partnership Act, 1932 defines partnership.
B Inabsence of any agreement, partners shares profits Equally.
B Registration of firms is not compulsory under Indian Partnership Act, 1932.
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Revaluatinn Acoount (e alen know | I .
' ! 1l the Assets anel Liabilities are showpy,
’ v A mthn ua\.,; wihieny ] " '.|'1
o ' f any partners

Memarandumm Revals

figurec after Admission ‘Retirement,
nt on revaluation

i« not entitied to proil

/PDeath o
to old partners in thejp ald
[nr.,'”

It helongs

New MarMne

L
SAharing ratio

es appear ingin the balance sheet are transfe
- & : : "rn,'

. resServ
At the time of Retirement of a partner all the reser

to all the partners in their profit-sharing ratio
in the firm.

Rrhhns: partner is entitled to his chare of gnndwﬂl
PSR in Retirement of partners.

Profit on revaluation is credited to all partners in g 1
Legal heirs of deceased partners are entitled to dues of the deceased partner. They cannot hc-n,m,_
partners automatically.
When JLP is taken on individual name of deceased partne
proceeds are shared among ALL the partners in PSR.

ill.

Write short note on methods for valuation of goodw

r or JLP is taken as a whole th
+ (he

There are three methods for valuation of goodwill:
a) Average profit basis: Simple and Weighted;
b) Super profit basis: Number of Year Purchase, Annuity basis, and Capitalization of Super Profit

€) Capitalization basis.

In case of change in profit sharing ratio, the value of goodwill should be deterrnined and preferably

adjusted through capital accounts of the partners on the basis of profits sacrificing ratio.

Distinguish between Super profit basis and Capitalizations.

Difference between Super profit basis and capitalization basis;

a) Super Profit Basis: In case of average profit basis, goodwill is calculated on the basis of average
profit multiplied by certain number of years. Super Profit = Actual Profit-Normal Profit Actual
Profit is average profit and Normal Profit = Capital employed X (NRR).

b) Capitalization Basis: Under this basis, value of whole business is determined applying norma)

rate of return. If such value (arrived at by applying normal rate of return) is higher than the

capital employed in the business, then the difference is goodwill.

Not for Profit Organizations

Not for profit organization refer to those organization which are formed for the purpose of promoting
commerce, art, science, religion, charity, education etc. Example (ICAI, ICWAI, Shirdi Sai Baba Trust,

Mata Vison Devi Shrine Board, Sri Sathya Sai Central Trust etc.)
Receipt and Payment Accounts shows the summary of transactions of a cashbook (without any
date column) along with the cash and bank balance at the beginning and at end of the accounting

year.
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. Subscription
S v ltis the
regular fe
o o
s Sreceived by an Institution from its memhbers It is a revenue

receipt for the cone
ncern and g
‘ shown o
N the cre
‘redit side of Ince i /
yme and Expenditure A/c

. . N cac 1 {
h 8] k“l(! fr()nl S()"le p(_‘l"i()n 't m1y h' ( ftw t
« . - 0 0 yp i

¢ Specific Donati
atlon: Itis recejy,
ec
Ifor certain specific purpose like Building Donation, Library

Books don itio e
S « n etc. It Should e i
sheet. b capltallzed and shown on the liabilities side of the balanc

¢ General Donati i
ation: It is not r i
eceiv (i |
of Income and Expenditure /\ccounetd r anyispieciii RUTpERSEE SB o OR BTt "

. Entrance Fees: It ma
H ay als
Fees should be capita"z(;(l;e kr(;own as admission fees. As per AS-9 issued by ICAI Entrance
gives any specific treatment afn added to the capital fund for all organization. If the question
of Entrance fees, then it should be followed accordingly.

. Legacy: It is an amount i
B Bl e Orl]'et(i‘]el\llf?d by .an organization as per the will of the person. It should be
. e e liabilities side of the balance sheet by adding to the Capital Pand:
shi :
p *ees: It should be capitalized and shown on the liabilities side of the balance

sheet. If the question gjv .

followed accordingly; 8lves any specific treatment of Life membership Fees, then it should be
. Endowment S

56 'he iRed fol:.l::::thmatlorT..lt is a donation received and only income from that donation is
donation with .a.m specific purpose for Example CA institute receives certain prize fund
income relati Specxﬁeq purpose that only income is to be used for giving prizes. In such cases
il e Ing tohspec1al funds should be added to these funds in the liabilities side of the B/S.
penses should be deducted from that fund on the liabilities side of the B/S.

Capital Fund: It consists of contribution made by promoters of the concern, surplus
accumulated over the year and other capitalized item like Entrance Fees etc. It is also known
as General Fund.
Treatment of Sale of Old Newspaper and Periodicals: The amount received on such sale is

shown as Income.
Sale of old Fixed Assets: The Sale proceeds of old Fixed Assets are treated as capital receipts
The profit or loss on sale of fixed asset is shown in the Income and Expenditure A/c.

Important Adjustment in Not-for-Profit Organization:

[
. Subscription (Income)
Income(subscription) i h e e |
Total Subscription received during the year xx
(As per Receipt and payment A/c)
Add: 0/s Subscription for C.Y. x X
XX

Less: O/s Subscription for PY. or O/s subscription received in C.Y.

Add: Subscription received in advance in PY.

Less: Subscription received in advance in C.Y.
Total Subscription to be shown in Income and E
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on Vs \

subst

Dr.

Account

" Partlculars
To Balance b/d

[O/s subscription In the beginning
of year]

| To Income & Expenditure A/c (Sub-

scription income to be shown In in-
come and expenditure account)

To Balance c/d

[Advance Subscription at the end
of the year]

| P

S

thon | k
- ! #i “particulars
e 2
i +» b/d -
x By Dalance
‘ [Advance subscription In the begin-
ning of the year]
bank A/¢ .
X X :]'I}"otal subSCriptlon recelved during
the current year]
d .
By Balance c/
" [Oy/s Subscription at the end of the
ar
ye -
x XX

® Expenses (Salaries): e 1\1
Ef‘articulars : b i xx
Total Salaries paid during the year S
Add: Outstanding Salary for C.Y. S
Less: Outstanding Salary for P.Y. Bk
Add: Salary paid in advance in PY. =
Less: Sala aid in advance in C.Y. -
Total sala?-,ypto be shown as expense in Income and Expenditure A/c X X X
. Consumption (Medicine Stock): s
Amount paid for VMVeAi;:ir\xerin C.Y. (as per receipt and payment account) o
Add: Closing Creditor for Medicine o
Less: Opening creditors for Medicine >
Add: Creditors paid in advance in P.Y. o
Less: Creditors paid in advance in C.Y. .
Purchase of Medicine s
Add: Opening Stock of Medicine =
Less: Closing stock of Medicine ==
XXX

LAmount of Medicine to be shown as Consumption in Income of Expenditure A/c

—

Note: These above three adjustments are shown to calculate the amount to be shown in In-
come and Expenditure Account. If above items are to be shown in Receipt and Payment ac-
count then above addition and deduction are REVERSED to get the amount to be shown in

Receipt and payment Account.

Company Accounts

Features of a company
a) Incorporated Association

d) Common seal

b) Separate legal Entity
e) Limited liability

Company is an artificial person created by law with a perpetual succession and a common seal.

c) Perpetual Existence
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erent Types ol companies

{1
| Dl
Sl.‘llll((ll‘)' company (.ulnp.—n.“.‘ ""”l"ll "V .
A special Yar
I Act | ] y.lzl..”,“, LI ae, )

L]
= Gm.prnmr‘n( company: "‘"'"l"\nv Is which
by the Government notless than S1% ofth
3 ® pald-up eapital (4 hald
Forelgn company: Lompany Incorporated outside |
Side India

L4
Iding company: A company 4 ore "
Ho R pany pany have mor than 509y, shares of o1}
ot othar limited cam
pany

ibsidlary company: xample
’ Sld isa hnlrilnt)'nm} yany i . Mohan Ltd. hotus 559 st
e . pany and Copakfed e ubsidlor 1ares of Gopal 1Ltd, Then Mohan
' : YV compan
blic company means a y i

‘ Pu vital 'n?d shares are r.‘rnmpnn) which Is not a private ce

up capital : shares are freely transferap)e, No limit for maxi T e o puid

aximum number of sharehaldears

. private company: Means a company, which has no minimum paid
»stricts the right of memb ’ Um pald up sh: '

I B €rs to transfer jtg shares. It limits t:w pl """{'-‘F'”-"- .

5. . number of its members

to 200.

« As per companies Act, com
I Panies are required to maintain proper books of accounts

e Theitems interest accrue
d on Investment appear in the Balance sheet under the category of

current assets, loans and advances
. One-person company: [Section 2(62)] of
: the C i
Company” as a company which has only one persono:;r;a:::;l‘:\:rt' #0L3 defines
. Small Company: [Section 2(85)] of the C i .
ompan i
a company, other than a public company; ot 2013 Sefines
. Pald-u;:) share C?;)i;al of which does not exceed two crores rupees or such higher amount
as may be prescribed which shall not be more than five crore rupees; or
Turnover of which as per its last profit and loss account does not exceed twenty crore

"One Person

“Small company” means

*
rupees or such higher amount as may be prescribed which shall not be more than twenty

crore rupees.
Note: The status of a company as a Small Company may change from year to year.

e Listed Compa_ny: As per [Section 2(52)] of the Companies Act, 2013,"listed company” means
a company which has any of its securities listed on any recognized stock exchange.

Company Limited by Guarantee: As per [Section 2(22)] of the Companies Act, 2013,

“Company limited by shares” means a company having the liability of its members limited
by the memorandum to the amount, if any, unpaid on the shares respectively held by them.

e Unlimited Company: [Section 2(92)]ofthe Companies Act, 2013 defines “Unlimited company”
means a company not having any limit on the liability of its members.

Holding Company: According to [Section 2(46)] of the Companies Act, 2103, “Holding

company’, in relation to one or more other companies, means a company of which such

companies are subsidiary companies.
Subsidiary Company: [Section 2(87)] of the Companies Act, 2013 defines “subsidiary

[ ]
company” as a company in which the holding company:

+ Controls the composition of the Board of Directors; or
+ Exercises or controls more than one-half of the total share capital either at its own or together

with one or more of its subsidiary companies.
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5 ) e
. Government ¢ mpany: According to [Section 2(45)]¢ fifty-one per cent of the paid-up shara
» c o any: A« ifty-
ess than

FUMPAany® means any company in which not | ‘
“APital ic held by the Central Government, or by
Partly by the Central Government and partly by on Gov
A company which is a subsidiary company of such a G

-

- 2
F“”"RTI Cnmnan,\': According to [Section

. - ' C ate
“Ompany” means any company or body corporat

Private Comp

sovernment or f".nvv'rnlnnny-.. or
y G e Goverr
any Stat

Governments, and Inclyday
e State
e or mor

ernment company.
2)] of the Companies Act, 2013, "Foreign

" ') corporated outside India which -

in C

ically or thrg
h an agent physica ugh
Has a place of business in India whether by itself or throug
electronic mode; and r.
- r manner.
Conducts any business activity in India in any othe 13 defines ‘Private company’ 54 a
any: [Section 2(68)] of the Companies Act, 20

€ompany which by its articles,

-

-

Restrict the right to transfer its shares; Firs roenibers t6.Evo hundred.
Except in case of One Person Company limits the number of i s in a company jointly, t, .
Provided that where two or more persons hold one or more-z Sr:ar:;ember: » ey
shall, for the purposes of this sub-clause, be treated as a single

Provided further that:

* Persons who are in the employment of the company and

* Persons who, having been formerly in the employment o_f thedc;)mbpazl);n‘/;’gz ml;tmbers
of the company while in that employment and have continue 0b es o S alter the
employment ceased, shall not be included in the number of member

* Prohibits any invitation to the public to subscribe for any securities of the Company,
Shares of 3 Private Company are not listed on Stock Exchange.

. Public Company: [Section 2(71)] of the Companies Act, 2013 defines Public COmpany
4s a company which—(a)is not a private company; provided that a company which is a
subsidiary of a company, not being a private company, shall be deemed to be public company
for the purposes of this Act even where such subsidiary company continues to be a private
company in its articles,

*

A company which is a listed public company if it gets unlisted continues to be a public
company.

No Minimum Paid-up Share Capital: The minimum paid-up share capital requirement of
X1,00,000 (in case of a Private company) and % 5,00,000 (in case of a public company) has
been done away with under Companies Act, 2013. Accordingly, no minimum paid-up capital
requirements will now apply for incorporating private as well as public companies in India.

®  Share Capital: Tota] capital of the company is divided into a number of small indivisible units of a
fixed amount and each such unit is called a share.

=] Reserve capital refers to that

Part of uncalled capital which a company can call only at the time of

winding up of the company.
B Calls in Advance:
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where the
ton calls in Advance pald at the rate of 1 7w A At per Table F af S hedale |

Interes
* Act shareholders are
“'””“””,.\ nY i [ notentitled 1o any tividdend nn ralla in s dvanr e

made

callin Arrears:
shareholdey whien rall wan

¥ where the amount payable on calls s not yet patd by the
pa as per Tahle F af hedule | of the

Interest on Calls in Arrears recelved at the rate of 10w

companies Act
an of shares in P'ro Rata Allotment:

- ",ll‘ lll."i
No. of shares applied by an application = Total No. of Share Applied ; No. of Shares allotred
. Total No. of Shares Alloted to an applicant
NG, of shares allotted to an application = Total No. of Share Allotted _ No. of Shares allotted
. o Total No. of Shares Applied to an applicant
= pMinimum subscription: .lts'amount must be disclosed by the BOD in the prospectus. As per
SEBI, the minimum sul?SCrlptlon to be received shall not be less than 90% of the document. If the
company does not receive the amount of minimum subscription of 90% of the issue, all application
money received shall be r"cfunded to the applicants. As per Companies Act, minimum subscription
amount should be stated in the prospectus. The amount of minimum subscription to be disclosed in
prospectus by board of directors.
m Every listed company is a public company, but every public company is not a listed company. Listed
company implies that company whose shares are listed in the stock exchange.
g Itis mandataryor compulsory to incorporate every company under the Companies Act.
g Ifshares of the company are fully paid-up then there is no future liability of any shareholder.
g Schedule Il Part I explains Balance Sheet and Schedule 111 Part II explain Profit & Loss Account.
g Liability of the holder of shares is limited to the issue price of shares acquired by them.
g Authorized capital is the amount of capital mentioned in capital clause of the Memorandum of
Association. Authorized Capital is not considered in total of balance sheet.
g Rateof% pividend on preference shares in always fixed.
Equity Dividend fluctuates from year to year.
As per [Section 53] of the Companies Act, a company can issue shares at discount only in case of
sweat equity shares issued to employees or Director of the company.
m AsperTableF, rate of interest on callsin arrears in 10% p.a. and interest on calls in advance is 12% p.a.
B Non-participating preference shares do not enjoy any voting rights. They do notshare any additional
profits, only fixed dividend is payable on them.
E Reissue of forfeited shares is not allotment of shares but only a sale of shares.
B Loss on re-issue of shares should not exceed the forfeited amount.
B Debentures holder are the creditors of the company.
B Perpetual debentures are also known as irredeemable debentures. These are not repayable
during the life time of the company.
B Registered debentures are not transferable by delivery. Bearer debentures are transferable by
delivery.
® Ifdebentures are issued as collateral security and company is unable to repay its Loan &the interest
comes the debenture holder who can exercise all the rights

there an on the due date, then lender be
ofa debenture holder. '
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oy S«
PENS® A v v nt 2 rrsd y et s
. ntappeart on a
Covr e
ompan hae to Pay 'n"'_'.| on debentare whether (0 eATNS (!r-)“Y or su
~ Ne to the shareholders whe
h"_"“"'\ Porfelture of Shares meane the cancellation of shares s\llr.'vno:v‘l‘(l"')y them Is forfeited by
ma\ ® defaulted in Payment of allotment /calls money and the amount p
® Company With fteelf
Entry for Forfelture:
' ~ d
Share Capital a/c Dr. (No. of shares forfeited x Called up gl ly If premium not paiq
Securtties Premium A/c Dr (No. of shares forfelted x premium) - will arise only ? P
< L ald
To Unpaid Call Amt. A/c (No. of shares forfeited x amount not p ) cluding premium)
‘ ex
To Share Forfeited A/c (No. of shares forfeited x amount received Capital the |j
:l;ro Balance in Shares Forfeited A/c shall be shown under T
. ties side of the Balance Sheet.
Re ~Issye of Forfeited Shares:
Entry for Reissue:
ce
Bank A/c Dr. (No. of shares reissued x reissue price lled 1
. ' —-Called up value
Share Forfeited A/c Dr. [No. of shares reissued x (Issue price P )]
e va]ue)

To Share Capital A/c (No. of Share reissued x Called up Value or fac
ace value)]

. e . i - F
To Securities Premium A/c [No. of shares reissued x (reissue price . 4
- es reissue
Transfer of balance in Shares Forfeited A/c to Capital Reserve — Related to shar
Share Forfeited A/c Dr.

To Capital Reserve A/c

llows:
®  The amount to be transferred to Capital Reserve shall be computed as folle
emium) XX

m received/share at the time of forfeiture (excluding Securities Pr .
Less: Difference between reissue price and called up value (excl. Discount, if any, on (xx)

original issue)
Net Amount to be transferred to Capital Reserves per shares (a) XX
XX
XXX

-

No. of shares reissued(b)
Total Amount transferred to Capital Reserve[(a) x(b)]
Things to note

B  Loss on re-issue should not exceed the forfeited amount.
When loss on reissue of shares in less than amount forfeited, then surplus will be transferred to

=
Capital Reserve.

B  The forfeited amount on shares not yet reissued should be shown under the heading share capital.

B [f shares are reissued at a price which is more than face value of shares, the excess amount will be
credited to Securities Premium A/c.

B As per SEBI the minimum application amount should be at least 25% of the issue price.

B  Every Listed Company is a public company but every public company is not a listed company.
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Q 1 write short notes on:
a) utilization of securities py emium acconng

b) Re-issue of forfeited sharey

Ans. a) vdlization of Securities Premium account:
1) Tolssue fully paid bonus shares to s existing shareholders
ii) It can be used for writing off any preliminary expenses of the company.
ifi) To write of expenses of issue of s}
i 1ares an . i
given on the issue of shares, d debentures, such as commission paid or discount
iv) Itcan also be used to provide for th
€ premium that is paya tion of debentures
or of preference shares of the company. pryatleonESEEmE
v) Itcanalso be utilized to buy-back is own shares
b) Reissue of forfeited Shares:

A forfeited share is merely a share available to the company for sale and remains vested in the
company for that purpose only. Reissue of forfeited shares is not allotment of shares but only a
sale. The share, after forfeiture, in the hands of the company is subject to an obligation to dispose
it out. In Practice, forfeited shares are disposed out by auction. These shares can be re-issued
at any price so long as the total amount received (from the original allottee and the second
purchaser) for those shares is not less than the amount in arrears on those shares.

Q.2 pistinguish between:
a) Calls-in-Arrears and Calls-in-advance.
b) Issue of shares for cash and Issue of Shares for Consideration other than Cash.
) Difference between Calls -in-arrears and Calls-in-advance:

i) Calls-in-Arrears: Sometimes shareholders fail to pay the amount due on allotment or calls.
The total unpaid amount on one or more instalments is known as Calls-in-Arrears or Unpaid
Calls. Such amount represents the uncollected amount of capital from the shareholders;
hence, it is shown by way of deduction from called-up capital to arrive at paid-up value of

Ans. @

the share capital.
Calls-in-advance: Some shareholders may sometimes pay a part, or whole, of the amount

ii)
not yet called up, such amount is known as Calls-in-advance.
b) Difference between Issue of shares for cash and Issue of shares consideration other than

cash:
The shares can be issued by a company either for cash or for consideration other than cash.

Public limited companies, generally, issue their shares for cash and use such cash to buy the
various types of assets needed in the business. Sometimes however, a company may issue shares

in a direct exchange for land, buildings or other assets.

Q.3 Can a company issue share at discount?

Ans. According to [Section 53] of the Companies Act, 2013, a Company cannot issue shares at a discount

except in the case of issue of sweat equity shares (issued to employees and directors). Thus, any issue
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LJ Meaning he company tywards its holders
. Debentures refer to the loan showing the indebtedness il
. Normally redeemed at the end of the specified per fod of time
= Types of Debentures:
- First Mortgage and Second Mortgage debentures.
* Bearer and Registered Debentures
. Redeemable and Irredeemable Debentures.
° Secured and Unsecured Debentures.
- Convertible and Non - Convertible Debentures. ff over the period of debentures:
= Treatment ofloss/discount on issue of debentures: Wwritten 0 ss equally written off over the
. Debentures redeemed at the end of the specified perio€ - =
period. ) written off in the ratio of the
s Debentures redeemed in instalments after fixed period —

Outstanding amount. Discount on issue of debentures.
% ‘ A ion + DISC
Note: Loss on issue of debentures = Premium on redemptio al value of the debentures.

in
] Interest on Debentures: Computed always on the face value/nor d
tin Metho S: . . s
ccounting r the respective liability.

[ Issue of Debentures as a collateral security - A de
shall be shown un

. I Method: NOT Accounted in the Books, but issue

ss
o IT Method: Debentures suspense account shown on thel Sheet. Further, a note that “such
assets) and Debentures shown on the liabilities of the B?lanc?n the Balance Sheet.
debentures are issued as collateral security” shall be written

. entures.
A company can buy its own shares (buyback or equity shares) and deb

nure of debentures

]
. ; the te
B  Discount on issue of debenture is a capital loss to be written off over e debont
» n under debentures,

B  Asper companies Act, “Interest accrued and due on debentures should be show

B Debentures cannot be issued in lieu of dividends (in place of dividends).

B When debentures are issued as collateral securities then the journal entry 1s debenture suspense
A/c is debited and debentures account credited.

B Loss on issue of debentures is shown under as other non-current assets in the balance sheet

B When debentures are issued as collateral security against any loan then holder of 'such debentures is
entitled to interest only on the amount of loan.no interest is paid on debentures issued as collateral
security. Interest on those debentures become payable only when there is any default in payment of
interest on loan.

B Minimum no. of members in public company in 7 and in case of private company is 2.

B  Maimum Numbers of members in public company is unlimited and in case of private company
are 200.

®m  The equity shares are not convertible. It cannot be converted in to preference shares or debentures.

B  Securities Premium, Capital Redemption Reserve etc. are shown under the head of Reserve and

Surplus.
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chare Application, share final call ete. are personal ace ¢

> sonal accounts
yreference share which carries the

Al ¢ right of participating in the surplus left after paying ¢4t/

(“\-[dvnd is called participating preference share

return of shares for cance
ancellation by the shareholders is called Surrender of shares.

voluntary
alled

¢ which is created f
The Reserve W oraparticula
specific Reserve. "purpose and which is a charge against revenue Is ¢
erm provision as per ¢
lccl’lr:,c?‘l: proJision for divitlien;cll’]ri(\]::‘l'c HI: The amount shall be classified as: provision for employee
c)tc proposed dividends is shov'vn in ;:on for Taxation, Provision for warranties, Prov. For bad debts
- e Balance Sheet of a Company under the head of Provisions.

mount of capital t
::SCOZIATION is kn(l)an as'::l:tl:f)rrl"enuoned in capital clause OF THE MEMORANDUM OF
zed Capital or Registered Capital or Nominal Capital.

SCHEDULE I
PART I - Form of Balance Sheet Name of the Compa
ny PRRIIRIRRIIIRIRRIOIISP

BalanCC Sheet as at T

)

- (1) ) 3) )
- EQUITY AND LIABILITIES
1. Shareholder’s Funds
a. Share Capital = xx o
b. Reserve and Surplus xx xx »X
Money received against share warrants xx xx xx
2. Shares application money pending xx xx xx
allotment
3. Non-current Liabilities
a. Long term borrowings xx xx xx
b. Deferred tax liabilities (Net) xx xx xx
c. Other long-term liabilities XX xx x X
d. Long term provisions v XX xx X X
4. Current Liabilitles :
a. Short term borrowings xx xx xx
b. Trade Payables xx XX x X
(A) Total outstanding dues of micro en-
terprise small enterprise; and
(B) Total outstanding due of creditors
other than micro enterprises and small
enterprises.
C Other current liabilities xx pe s
d. Short-term provisions X% P X% xx
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ASKITS l |
Non-current Assets ‘ i

|

[

| Property. Plant and equipment

| Intangible Assets = . ' =
L | Capital Work - in - Progress o . | "
fv. | Intangible assets under development s = ‘ s
2. | Non-current investment
‘ ‘ Deferred tax assets x r o
| | i Long-term loans and advances o - -
: i | Other non-current assets = = o |
| 3. Current Assets
a. Current Investments XX xx -
b. Inventories e a o
C. Trade Receivables alla o =
d. Cash and Cash Equivalent P X >
e. Short-term loans and advances xx B e
: f. Other current assets xx kil =
Total kA adefe
EXDhnntions of individual items:
: Share capital: it includes both equity and preference share capital.
5 Reserve and surplus: All types of reserves shown in it.
c’:’;‘;::}g:leizf:l\i're‘::fgoainst share \.Na.rrants- §hare warrants are issued to promoters and ot.hers in terms
Rulles, 2006 definesr Zrheaf:entlal lssu,es v1z SEBF Glfideline, 2009 Co.mpa'mes (Accounting Star?dards
acquire equity share” Thuswil;;::tts 2]35 inanmal rants mre oo V}\:blChbglVehthe s th'e e
UItlmately ot part SErLe Ry llv;: y, ,sf ars wa-rrant; are nothing l.:)t the amount '\Nthh would
Eheteare SHoh o Money receive(c; er§ unds. Since shares are yet to be allotted against the same
against share warrant.
= f::lr;:laa;;%litc(:)a:}i:;ne)l::;):tey pending allotment: Sha}re application mf)ney not exceeding the issued
not refundable is to be disclosed under this line item. However, amount
shown as ‘share application money pending allotment will not include share application money to
the extent refundable.
||

Non- current liabilities: the following items shall be disclosed under non-current liabilities:
. Long term borrowings;

° Deferred tax liabilities (Net);

. Other long-term liabilities;
. Long term provisions;
L ]

Borrowings shall further be sub-classified as secured and unsecured. Nature of security shall
be specified separately in each case;

* Other long-term liabilities: This should be classified into: a) Trade payables b) Others
Non-current liabilities. )

* Long term Provision: This should be classified into provision for employee benefits and
others specifying the nature. Provision for employee benefits should be divided into long
- term (non - current) and other current. Accordingly, a liability is classified as current
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. Short “term horrowings
. Trade payables:
. Other current liabilities;
1s from the

maontl

. Short —term provisions

) ) pi
Short term borrowings will include all loans payable within period e ified as short
date of loan. Current maturity of long -term borrowings should not be class

-
~term borrowing. They have to be classified under other current liabilities

Other Current Liabilities: The amounts shall be classified as:

Current maturity of long —term debt;
Interest accrued but not due on obligations;

Interest accrued and due on borrowings;

-
-
-
= Income received in advance;

nd interest

* Unpaid dividends;
= Application money received for allotment of securities and due for refund a

accrued thereon;
Unpaid matured deposit/debentures and interest accrued thereon.
employee benefit,
For bad debts.

Short term provision: The amount shall be classified as: provision for
Prov.

*
provision for dividend, Provision for Taxation, Provision for warranties,

etc.

Non - current Assets:

. Property, Plant & Equipment:
* Tangible Assets: Example (Land, Building, Plant and Equipment, Furniture.)
7]

+ Intangible Assets: Example (Goodwill, Trade Mark, Software, Patents, Licenses and fr anchise.

s Capital work - in progress: Capital Assets under construction

+ Intangible Assets under development _
Non -current investments: All long-term investment as per AS — 13 like investment property

etc. The value of each long —term investment should be carried at cost less, provision for other

than temporary diminution in the value there of.

Deferred tax assets(net)

*

¢ Long- term loans and advances
Other non -current Assets: Example (Long term Trade Receivable, all other items shown under

the head of miscellaneous expenditure except preliminary expenses) to be written off in more than
one year.) (If they are to be written off within 12 months then they will be shown under

the head of other current assets.)

Current Assets:

o Current investment as per AS -13;
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Inventories shall
Stores and spares,
Trade Receivable(current);

Cash and cash equivalents:
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Explain the purpose for
ebt instruments issued by the co
mpany to

debentures.

Debenture is one of the most commonly used d

:)T:Safor !:he bfxsiness. The most common method of supplementing the capital aya; "

ESSefs ':)}; 1n51 to issue debentures whit-:h may either be simple or naked carrying n ailab)e e e

assets' ; ortgage debentures carrying either a fixed or a floating charge on s o charge
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