Financial Statements of a Company 3

LEARNING OBJECTIVES

After studying this chapter,
youwill be able to :

Explain the nature and
abjectives of financial
statements of a
company;

Describe the form and
content of income
statement of a
company;

Describe the form and
content of balance sheet
of a company;

Explain the significance
and limitations of
financial statements;
and

Prepare the financial
statements.

aving understood how a company raises its
H capital, we have to learn the nature, dbjectives
and types of financial statements it has to prepare
including their contents, format, uses and
limitations. The financial statements are the end
products of accounting process. They are prepared
following the consistent accounting concepts,
principles, procedures and also the legal
environment in which the business organisations
operate. These statements are the outcome of the
summarising process of accounting and are,
therefore, the sources of information on the basis of
which conclusions are drawn about the profitability
and the financial position of a company. Hence, they
need to be arranged in a proper form with suitable
contents so that the shareholders and other users
of financial statements can easily understand and
use them in their economic decisions in a meaningful
way .

3.1 Meaning of Financial Statements

Financial statements are the basic and formal annual
reports through which the corporate management
communicates financial information to its owners
and various other extermal parties which include-
investors, tax authorities, government, employees,
etc. These normally refer to (a) the balance sheet
(position statement) as at the end of accounting
period, and (b) the profit and loss account (income
statement) of a company. Now a days, the cash flow
statement is also taken as an integral component of
the financial statements of a company.
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/

accounts of a business enterprise, the balance sheet reflecting the assets, liabilities
and capital as on a certain date and the income statement showing the results of
operations during a certain period” .

accounting in a set of financial statements prepared by the accounts of a business
enterprise that purport to reveal the financial position of the enterprise, the result of
its recent activities and an analysis of what has been done with earnings” .

presented annually and reflect a division of the life of an enterprise into more or less
Qrbitrary accounting period more frequently a year” . /

Box 1 \

In the words of John N. Myer, “The Financial statements provide a summary of

Smith and Asburne define financial statements as “the end product of financial

In the words of Anthony, “Financial statements, essentially, are interim reports

3.2

The
for

Nature of Financial Statements

chronologically recorded facts about events expressed in monetary terms
a defined period of time are the basis for the preparation of periodical financial

statements which reveal the financial position as on a date and the financial
results obtained during a period. The American Institute of Certified Public
Accountants states the nature of financial statements as, “the statements
prepared for the purpose of presenting a periodical review of report on progress
by the management and deal with the status of investment in the business and

the

results achieved during the period under review. They reflect a combination

of recorded facts, accounting principles and personal judgements.”

The following points explain the nature of financial statements:

1. Recorded facts: Financial statements are prepared on the basis of
facts in the form of cost data recorded in accounting bocks. The original
cost or historical cost is the basis of recording transactions. The figures
of various accounts such as cash in hand, cash at bank, bills receivable,
sundry debtors, fixed assets, etc. are taken as per the figures recorded
in the accounting books. The assets purchased at different times and
at different prices are put together and shown at costs. As these are
not based on market prices, the financial statements do not show
current financial condition of the concern.

2. Accounting Conventions: Certain accounting conventions are followed
while preparing financial statements. The convention of valuing
inventory at cost or market price, whichever is lower, is followed. The
valuing of assets at cost less depreciation principle for balance sheet
purposes is followed. The convention of materiality is followed in dealing
with small items like pencils, pens, postage stamps, etc. These items
are treated as expenditure in the year in which they are purchased
even though they are assets in nature. The stationery is valued at cost
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and not on the principle of cost or market price, whichever is less. The
use of accounting conventions makes financial statements comparable,
sinmple and realistic.

3. Postulates: Financial statements are prepared on certain basic
assumptions (pre-requisites) known as postulates such as going
concern postulate, money measurement postulate, realisation
postulate, etc. Going concern postulate assumes that the enterprise is
treated as a going concern and exists for a longer period of time. So the
assets are shown on historical cost basis. Money measurement
postulate assumes that the value of money will remain the same in
different periods. Though there is drastic change in purchasing power
of money, the assets purchased at different times will be shown at the
amount paid for them. While, preparing profit and loss account the
revenue is included in the sales of the year in which the sale was
undertaken even though the sale price may be received over a number
of years. The assumption is known as realisation postulate.

4. Personal Judgments: Under more than one circumstance, facts and
figures presented through financial statements are based on personal
opinion, estimates and judgments. The depreciation is provided taking
into consideration the useful economic life of fixed assets. Provisions
for doubtful debts are made on estimates and personal judgments. In
valuing inventory, cost or market value, whichever is less is being
followed. While deciding either cost of inventory or market value of
inventory many personal judgments are to be made based on certain
considerations. Personal opinion, judgments and estimates are made
while preparing the financial statements to avoid any possibility of
over statement of assets and liabilities, income and expenditure,
keeping in mind the convention of conservatism.

Thus, financial statements are the summarised reports of recorded facts and
are prepared following the accounting concepts, conventions and requirements
of Law.

3.3 Objectives of Financial Statements

Financial statements are the basic sources of information to the shareholders
and other external parties for understanding the profitability and financial
position of any concermn. They provide information about the results of the concern
during a specified period of time and status of the concern in terms of assets
and liabilities, which provide the basis for taking decisions. Thus, the primary
dojective of financial statements is to assist the users in their decision-making.
The specific dbjectives include the following:
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1. To provide information about economic resources and obligations of
a business: They are prepared to provide adequate, reliable and
periodical information about economic resources and obligations of a
business firm to investors and other external parties who have limited
authority, ability or resources to cdbtain information.

2. To provide information about the earning capacity of the business:
They are to provide useful financial information which can gainfully
e utilised to predict, compare, and evaluate the business fimm’'s earning
capacity.

3. To provide information about cash flows: They are to provide
information useful to investors and creditors for predicting, comparing
and evaluating, potential cash flows in terms of amount, timing and
related uncertainties.

4. To judge effectiveness of management: They supply information
useful for judging management’s ability to utilise the resources of a
business effectively.

5. Information about activities of business affecting the society: They
have to report the activities of the business organisation affecting the
society, which can be determined and described or measured and which
are important in its social environment.

6. Disclosing accounting policies: These reports have to provide the
significant policies, concepts followed in the process of accounting and
changes taken up in them during the year to understand these
statements in a better way.

3.4 Types of Financial Statements

The financial statements generally include two statements known as balance
sheet and profit and loss account which are required for external reporting and
also for internal needs of the management like planning, decision-making and
control. These two basic statements are supported by number schedules,
annexures, supplementing the data contained in the balance sheet and profit
and loss account. Apart from these two basic financial statements, there is a
need to know about movements of funds and changes in the financial position
of the company. For this purpose, a statement of changes in financial position of
the company or a cash flow statement help in this direction.

Balance Sheet : The purpose of balance sheet is to show its resources and
dbligations for acquiring its resources i.e., assets and liabilities. According to
American Institute of Public Accountants, balance sheet is “a tabular statement
of summary of balances (debits and credits) carried forward after an actual and
constructive closing of bocks of accounts and kept according to principles of



Financial Statements of a Company 155

accounting” . Balance sheet is the statement prepared on a particular date and
shows classified properties and assets on the right hand side and obligations or
liabilities on the left hand side.

Profit and Loss Account or Income Statement : The profit and loss account
is the accounting report which summarises the revenues and expenses and
ascertains the profit/loss for a specified accounting period. It also represents
the changes in the owner’s equity between two successive periods. It is an essential
statement for preparation of balance sheet and hence annexed to it. Income
statement is the moving picture of an organisation and reflects the results of
operations for a period. Income statement gives a quantitative interpretation of
policies, expenses, knowledge, foresight and aggressiveness of the management
of a business from the point of view of income, expenses, gross profit, operating
profit and net profit or loss.

As per the accounting concept of income, income (profit) is excess of realised
revenues over related expired cost of the period and loss is known as excess of
expired cost of a period over related realised revenues of the period. Thus, profit
or loss is the difference between the realised revenues of the period and the
related expired costs. It may be noted that normally accrual basis of accounting
is followed for measuring the revenues and expenses for the period. In addition,
another statement called Profit and Loss Appropriation Account is prepared to
record various appropriations of profits like transfer to reserve and provision for
dividends.

/ Test your Understanding - I \
1. State whether the following statements are ‘True’ or ‘False’.
@ Financial statements are the end products of accounting process.
P  Financial statements are primarily directed towards the needs of owners.

©  Facts and figures presented in financial statements are not at all based on
personal judgements.

a Recorded facts are based on replacement cost.

© Going Concern concept assumes that the enterprise continues for a long-
period of time.

2. Fill in the blanks with appropriate word(s) :

@ Financial statements are the ——— of information to interested
parties.
b The owners of a company are called

(o>

For income measurement ——— basis of accounting is followed.

@  The statement which shows the assets and liabilities of a company is known
as ——.

e Profit and loss account is also called statement.

J




156 Accountancy : Company Accounts and Analysis of Financial Statements

3.5 Form and Contents of Income Statement

Income statement may be divided into three components viz., (a) trading account
which shows the gross profit earned, (b) profit and loss account which shows
net profit earmed or net loss incurred, and (c) profit and loss appropriation account
which shows all appropriations from the current year and balance of profit or
loss of last year and surplus or deficit at the end of the period. In this context, it
should also be noted that its heading does not including the word ‘Trading’,
and that it must also show the name of the company concerned.

The simplified form and contents of Profit and Loss Account and Profit and
Loss Appropriation part are given below:

Profit and Loss Account of ..... Company Ltd.
for the year ended.....
Expenses Amount |Revenues Amount
rs.) rs.)
Opening stock xxx |Sales XXX
Less: Sale returns X XXX
Purchases XXX By Closing Stock XXX
Less: Purchase returns  xx
- - XXX
Carriage inwards xxx |Gross loss ¢/d (if any) XXX
Wages XXX
Other direct expenses XXX
Gross profit c/d XXX
XXXX XXXX
Gross loss b/d(if any) xxx |Gross profit b/d XXX
Salaries XXX
Office Rent XXX
Advertising XXX
Carriage outwards XXX
Discount allowed XXX
Provision for bad and
doubtful debts XXX
Depreciation:
Office building plod
Furniture plod
——- XXX
Provision for taxation XXX
Net Profit c¢/d XXX
XXXX XXXX
Transfer to general reserve [ xxx |Balance b/f (previous year
balance of profit) XXX
Transfer to other xxx |Net profit b/d (for the XXX
Reserves, if any current year)
Proposed dividend XXX
Balance c¢/d XXX
XXXX XXXX

Fig. 3.2 : Format of Profit and Loss Appropriation Account of Company
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Income statement may also be presented in vertical form with detailed data.
This is considered more suitable for further analysis and providing necessary
data for decision-making. The form and contents of vertical income statement is
shown below (Vertical Form) :

Income Statement of ... Company Ltd.
for the year ended...

Elements of Revenues Amount Amount
and Expenses Rs. Rs.
Sales :
Cash sales XXX
Credit sales XXX
Total sales XXX
Less: Sale Returns o d
Net Sales - (1) XXX
Less: Cost of Goods Sold:
Opening Stock XXX
+Purchases including (incidental expenses XXX
and materials) + wages
+ Manufacturing expenses XXX
+ any other direct expenses XXX
XXX
Less: Closing Stock XXX
Total of Cost of Goods Sold - (2) XXX
Gross Profit - (3) i.e. (1) minus (2) XXX
Less: Operating Expenses - (4)
+ Salaries XXX
+ Administrative Expenses XXX
+ Selling Expenses XXX
+ Distribution Expenses XXX
+ Depreciation XXX XXX
Operating Profit — (5) (i.e. 3-4) XXX

Add: Non-Operating Income, if any,
such as Commission, Profit
on sale of Assets, Income from

Investments, etc. XXX
Less: Non-Operating Expenses, if any, XXX
such as Loss by Fire XXX
Net Profit before interest and taxes — (6) XXX
Less: Interest Charges - (7)
Interest on Loans XXX
Interest on Debentures XXX XXX
XXX
Net Profit before Tax - (8) (i.e. 6-7) XXX

Less: Provision for Tax - (9)

XXX

Net Profit - (10) (i.e. 8-9)
(Profit after tax)

Fig. 3.3 : Format of Income Statement of Company
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The following process is to be followed for preparation of income statement
in account form:

1. Recording all the revenue receipts appearing on the credit side of the
trial balance on the credit side of income statement after making
suitable adjustments for revenues received in advance or revenues
realised but not received, etc.

2. Recording all the revenue expenditure items appeared on the debit
side of trial balance on the debit side of income statement after making
adjustments for outstanding, prepaid expenses, depreciation,
provisions for bad debts, taxes, etc.

3. Recording non-operating incomes and gains on the credit side of income

statement .

4. Recording non-operating losses on the debit side of the income
statement.

5. Asertaining the difference between totals of credit items and totals of
debit items.

6. If the credit items are more than the debit items, it is known as net
profit and if it is the other way round, it will be treated as loss.

7. In India, the accounting year for preparing financial statements for
companies is April 01 to March 31 (same as that of financial year of
Government) .

It may be noted that The Companies Act does not prescribe any format for the
profit and loss account. However, Part IT of Schedule VI of the Act gives detailed
requirements as to the profit and loss account and clearly states that it “shall be
made out as clearly to disclose the result the working of the company during
the period covered by the account, and shall disclose every material feature.”

3.6 Form and Contents of Balance Sheet

Balance sheet is usually prepared in horizontal (‘'T’) form with assets shown on
the right hand side and capital and liabilities on the left. In case of companies,
the assets and liabilities are arranged on permanency basis. Accordingly, all
permanent long term assets, and capital and liabilities are shown at the beginning
and liquid assets and liabilities are shown subsequently in order of their liquidity
or maturity. The registered companies are required to follow Part I of Schedule
VI of The Companies Act for recording assets and liabilities in the balance sheet.
According to section 211 (i) of The Companies Act, the balance sheet shall be
prepared in a prescribed format, depict true and fair view of financial position
and follow general instructions for preparation of balance sheet under the given
headings with notes at the end. This format is not applicable to banking and
insurance companies which have to follow the formats prescribed by their
respective legislations. The prescribed form of balance sheet as per Part I of
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Schedule VI of The Companies Act has been duly given in Appendix I of this

chapter for perusal and clarily.

It may be noted that the balance sheet of a company may be prepared either
in horizontal form or in vertical form. These are as follows.

Horizontal Form of Balance Sheet

Balance Sheet of ..... (Name of the company) ason .....

Less: Calls Unpaid:
Add: Forefeited
Shares
Reserves and
Surplus:
Capital Reserve
Capital
Redemption
Reserve
Securities Premium
Other Reserves
Profit and Loss
Account
Secured Loans:
Debentures
Loans and
Advance from
Banks

Loans and
Advances from
Subsidiary
Companies
Other Loans and
Advances

0] 7 €] 2] 6 6
Figures | Liabilities Figures | Figures | Assets Figures
for the for the | forthe for the
previous current | previous current
year year year year
Rs.) rs.) Fs.) Fs.)

Share Capital: Fixed Assets:

Authorised: Goodwill

Preference Land

Equity Building

Issued : Household Premises

Preference Railway Sidings

Equity Plant and Machinery

Furniture

Patents and Trademarks
Live stock

Vehicles

Investments:
Government or Trust
Securities

Shares, Debentures,
Bonds

Current Assets, Loans
and Advances:

(A) Current Assets:
Interest Accrued

Stores and Spare parts
Loose Tools

Stock in Trade

Work in Progress
Sundry Debtors

Cash and Bank balances
(B) Loans and Advances:
Advances and Loans to
Subsidiary Companies
Bills Receivable
Advance Payments
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Unsecured
Loans:
Fixed Deposits

and Advances
Other Loans and
Advances

and Provisions:
A. Current
Liabjilities:
Acceptances
Sundry Creditors
Outstanding
Expenses
B. Provisions:
For Taxation
For Dividends

For Provident
Fund Schemes

For Insurance,

similar benefits

Loans and Advances
from Subsidieries
Short Term Loans

Current Liabilities

For Contingencies

Pension and other

Miscellaneous -
Expenditure:
Preliminary Expenses
Discount on Issue of
Shares and Debentures
Other Deferred Expenses
Profit and Loss Account
(debit Balance: if any)

The Balance sheet can be prepared in the abridged form also which is shown

below:
Abridged Balance Sheet
Liabilities Amount Assets Amount
Rs. Rs.
1. Share Capital 1. Fixed Assets
2. Reserves and Surplus 2. Investments
3. Secured Loans 3. Current Assets, Loans and
4. Unsecured Loans Advances:
5. Current Liabilities and (a) Current Assets

Provisions:
(a) Current Liabilities
(b) Provisions

(b) Loans and Advances
4. Miscellaneous Expenditure
5. Profit and Loss Account
(debit balance, if any)
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Vertical Form of Balance Sheet

Balance Sheet of ..... ason .....

Particulars Schedule| Figures as at| Figures as at the
Number | the end of |end of previous
current year| financial year

I. Source of Funds:
1. Shareholder’s Funds:

@ Share capital XXX XXX

b Reserves and Surplus XXX XXX

Net Worth or Shareholders Funds XXX XXX
2. Loan Funds:

@ Secured loans XXX XXX

b Unsecured loans XXX XXX

Total (Capital Employed) XXX XXX

II. Application of Funds
1. Fixed Assets:

@ Gross block XXX XXX

b Less: depreciation (%) XXX

© Net block XXX XXX

@ Capital work-in-Progress XXX XXX
XXXX XXXX

2. Investments: XXX XXX

3. Current Assets, Loans
and Advances:

@ Inventories XXX XXX

b Sundry Debtors XXX XXX

@ Cash and Bank Balances XXX XXX

@ Other Current Assets XXX XXX

© Loans and Advances XXX XXX

Less: Current Liabilities and Provisions: XXX XXX
@ Current liabilities (3eex) (30¢x)

b Provisions (3exx) (30ex)

XXX XXX

Net Current Assets
4. @ Miscellaneous expenditure to XXX XXX
the extent not written-off

or adjusted.
b Profit and Loss account XXX XXX
(debit balance, if any)

TOTAL XXXX XXXX
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The schedules, accounting policies and other explanatory notes form part of
the financial statements. Schedules contain the detailed information relating to
all items appearing in the balance sheet and profit and loss account as they
appear in the Annual Report of a company. The details to be provided under
various heads of liabilities and assets are as follows.

3.6.1
1

Liabilities Side

Share Cgpital: It is the first item on the liabilities side of the balance
sheet and shows details of authorised capital, and issued and paid-up
capital in terms of the number and amount of each type of share, and so

also the amounts of calls in arears and the forefeited shares as explained
Chapter 1.

Reserves and Surplus: This item includes various reserves such as capital
reserves, capital redemption reserves, balance of securities premium
account, general reserve, credit balance of profit and loss account, and
other reserves specifying the nature of each reserve and the amount in
respect thereof including the additions during the current year.

Secured Loans: Long-term loans, which are taken against some security,
are included under this head. Debentures and secured loans and
advances from banks, subsidiary companies, etc., are fall under this
category and are shown separetely under this head.

Unsecured Loans: Loans and advances for which no security is given
are shown under this heading. This item includes public deposits,
unsecured loans and advances from subsidiary companies, short-term
loans and advances and other loans and advances from banks.

Current Liabilities and Provisions: Current liabilities refer to such
liabilities, which mature within a period of one year. They include
acceptances, (bills payable), sundry creditors, advance payments and
un-expired discounts, unclaimed dividends, interest accrued but not
paid, and other liabilities. Provisions refer to the amounts set aside out
of revenue profits for some specific liabilities payable within a period of
one year. Those include provision for taxation, proposed dividends,
provision for contingencies, provision for provident fund, provision for
insurance, pension and similar staff benefit schemes, etc.

Assets Side

Fixed Assets: The expenditure incurred on various fixed are to be shown
separately for various fixed assets which include goodwill, land, buildings,
leaseholds, plant and machinery, railway sidings, furniture and fittings,
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patents, livestock, vehicles, etc. These assets are shown at cost less
Jepreciation till the date.

2. Investments: Under this head, various investments made such as
investment in govermment securities or trust securities; investment in
shares, debentures, and bonds of other companies, immovable properties,
etc., are to be shown separately in the balance sheet.

3. Current Assets, Loans and Advances: Current assets include interest
accrued on investments, inventories, sundry debtors, bills receivables,
cash and bank balances, and other advances like prepaid expenses, etc.

4. Miscellaneous Expenditure: The expenditure which has not been written
of fully its balance is shown under this heading. These expenses include
preliminary expenses, advertisement expenditure, discount on issue of
shares and debentures, share issue expenses, etc.

5. Profit and Loss Account : When the Profit and Loss account shows a debit
balance, i.e., loss which could not be adjusted against general reserves,
the same is shown as a last item on the asset side.

Test your Understanding - II \

1. What are the items shown under the heading ‘Reserves and Surplus’?

3. Match the following:

) Gross profit @ The explanatory notes to financial statements ( )
) Operating profit B Amounts receivable by the company ()
(i) Sundry Debtors @ Amounts payable by the company ()
() Sundry Creditors @ Sales - Cost of goods sold ()
) Schedules © Gross profit - Operating expenses ()
(i) Net Profit fi Operating profit - interest and tax ()
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Exhibit - I
Asian Paints (India) Ltd.
Balance Sheet as on March 31, 2005
(Rs. In Millions)

As on As on
Schedules 31.3.2005[31.3.2004
Funds Employed
Shareholder’s Funds:
Share Capital A 959.20 959.20
Reserves and Surplus B 4,763.00 4,356.21
5,722.20 5,315.41
Loan Funds C
Secured Loans 283.65 229.23
Unsecured Loans 555.12 475.50
838.77 704.73
Deferred Tax Liability (Net) 305.38 486.56
(Refer Note B - 27 in Schedule ‘M’)
Total 6,866.35 6,506.70
Application of Funds
Fixed Assets D
Gross Block 7,127.04 6,511.93
Less : Depreciation/Amortisation/Impairment 4,014.73 3,106.49
Net Block 3,112.31 3,405.44
Add : Capital Work in Progress 82.78 38.89
3,195.09 3,444 .33
Investments E 2,584.27 2,424 .84
Current Assets, Loans and Advances F
Interest accrued on investments 0.03 0.83
Inventories 3,307.89 2,114.90
Sundry debtors 1,489.63 1,379.20
Cash and Bank Balances 210.42 245.53
Other receivables 190.12 81.45
Loans and Advances 727 .25 787.88
5,925.34 4,609.79
Less: Current Liabilities and Provisions G
Current Liabilities 3,721.32 3,087.23
Provisions 1,117.03 885.03
4,838.35 3,972.26
Net Current Assets 1.086.99 637.53
Total M 6,866.35| 6,506.70
Notes:
As per our report of even date For and on behalf of the Board
For Shah & Co. Ashwin C. Choksi Ashwin S. Dani Aohay A. Vakil Tarjani Vakil
Chartered Accountants Chairman Vice Chairman & Managing Director Director
Managing Director
H.N. Shah
Partner Jayesh Merchant
Membership No. 8152 Vice President

Corporate Finance &
Company Secretary
Mumba i Mumba i
1lth May, 2005 1lth May, 2005
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Asian Paints (India) Ltd.
Profit & Loss Account for the year ended March 31, 2005
(Rs. InMillions)
Year Year
Schedules 2004-2005 |2003-2004
INCOME
Sales and operating income (Net of discounts) H 22,553.86 19,531.92
Less: Excise 3,138.71 2,565.46
Sales and operating income (Net of discounts and excise) 19,415.15 16,966.46
Other income 316.14 216.77
EXPENDITURE 19,731.29 17,183.23
Materials Consumed J 11,154.04 9,441.50
Employees’ remuneration and benefits K 1,179.30 1,015.56
Manufacturing, administrative, selling
and distribution expenses L 4,144 .05 3,814.02
16,477.39 14,271.08
PROFIT BEFORE INTEREST, DEPRECIATION,
EXTRAORDINARY ITEM AND TAX 3,253.90 2,912.15
Less: Interest (Refer Note B - 17 in Schedule ‘M’) 27.54 52.65
Less: Depreciation/Amortisation
(Refer Note B - 19 in Schedule ‘M’) D 476.05 480.10
PROFIT BEFORE TAX AND EXTRAORDINARY ITEM 2,750.31 2,379.40
Less: Extraordinary item (Refer Note B-23 in Schedule ‘M’) 42.31 68.06
PROFIT BEFORE TAX 2,708.00 2,311.34
Less: Provision For Current Tax 988.00 880.00
Less: Provision For Deferred Tax Liability/ (Asset)
(Refer Note B - 27 in Schedule ‘M’) (18.16) (44.46)
PROFIT AFTER TAX AND BEFORE 1,738.16 1,475.80
PRIOR PERIOD ITEMS
Add/ (Less) : Prior period items (3.34) 2.07
PROFIT AFTER TAX 1,734.82 1,477.87
Add: Balance of Profit & Loss Account
brought forward of
Pentasia Investments Ltd. on merger — 8.40
Add: Balance brought forward from previous year 820.00 720.00
DISPOSABLE PROFIT 2,554.82 2,206.27
DISPOSAL OF ABOVE PROFIT
Dividend : Equity Shares - Interim 383.69 335.73
- Final 527.56 479.60
Tax on Dividend 125.36 104.47
Transfer to General Reserve 518.21 466.47
Balance carried to Balance Sheet 1,000.00 820.00
2,554.82 2,206.27
Earnings per share (Rs.) Basic and diluted
(Face value of Rs. 10 each) 18.53 16.12
(Refer Note B - 30 in Schedule ‘M’) M
Notes:
As per our report of even date For and on behalf of the Board
For Shah & Co. Ashwin C. Choksi Ashwin S. Dani Achay A. Vakil Tarjani Vakil
Chartered Accountants Chairman Vice Chairman & Managing Director Director
Managing Director
H.N. Shah
Partner Jayesh Merchant

Membership No. 8152

Mumba i
11th May, 2005

Vice President

Corporate Finance &
Company Secretary

Mumba i
11th May, 2005

Asian Paints (India) Ltd.
Annual Report 2004-05
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3.7 Some Peculiar Items

There are certain items relating to financial statements of companies which need
clarification to ensure their correct treatment while preparing the final accounts
of a company. Some of these have already been clarified in the previous chapters
which include items like share capital, discount on issue of shares, securities
premium, calls in arears, calls in advance, forefeited shares, discount (or loss)
on issue of debentures, etc. The nature and treatment of some other peculiar
items is explained hereunder.

@ Preliminary expenses: This refers to the expenses that are incurred in
connection with the formation of a company which include items like
cost of printing various documents, fees paid to the lawyers for draftingof
such documents, stamp duty, registration and filing fees paid at the time
of registration of the company, etc. The amount spent on these items is
put under one head called ‘preliminary expenses’ which is written-off
over a period of 3 to 5 years. The amount to be written-off annually is
debited to the profit and loss account, and the balance is shown under
the heading ‘Miscellanecus expenditure’ on the assets side of the balance
sheet.

b Expenses on Issue of Shares and Debentures: When shares and
debentures are issued to the public, the company has to incur expenses
on preparation and printing of prospectus, advertisement on the issue,
merchant bankers fees, brokerage, etc. Such expenses are also capitalised
and written-off over a period of 3 to 5 years, and treated in the same
manner as preliminary expenses, but are shown separately.

© Interest on Debentures: The rate of interest payable on debentures is
always mentioned with the debentrures, and paid half yearly on
September 30 and March 31 (or June 30 and December 31). The amount
of interest paid on debentures is given in the trial balance which is usually
for the half year. This implies that a provision must be made for the
remaining half year whether or not it is specified in adjustments. In other
words, one has to ensure that full years interest on debentures is charged
to profit and loss account and the unpaid part, if any, must be shown as
outstanding interest in the balance sheet on the liabilities side.

@ Provision for Taxation: This refers to the provision for income tax
(corporation tax) chargeable on profits, and it is made by debiting the
profit and loss account and crediting the provision for taxation account
which is shown on the liabilities side under the heading ‘Current liabilities
and Provisions’ in the balance sheet.

6 Dividends: Dividend refers to that part of profits which is distributed
among its shareholders. The general practice is to declare the dividend
for an accounting year at the annual general meeting of the company
while presenting the Annual Report (including Financial Statements) for
approval, and it is shown as proposed dividend in the appropriation
part of the profit and loss account (debit side) and so also in the balance
sheet on the liabilitieis side under the heading ‘Current Liabilities and
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Provisions’. Sometimes, the companies also declare and pay some
dividend during the course of an accounting year in anticipation of profits.
This is known as interim dividend and since the same stands paid, it is
simply shown in the appropriation part of the Profit and Loss Account
(debit side) . In such a situation, the dividend declared in addition to the
interim dividend at the time of presenting the Annual Report is termed
as final dividend which is treated in the same manner in accounts as the
proposed dividend. It may be noted that no dividend is payable on the
calls-in-arears.

Any amount of dividend, interim or final, which remains unclaimed
(unpaid) is shown as unclaimed dividend under the heading current
In this context, there is another important aspect to be kept in view
namely, ‘Dividend Tax’ payable by the company. While dividends are tax
free in the hands of shareholders, the company has to pay tax on dividends
declared at the prescribed rate which is termed as ‘Corporate Dividend
Tax’ and a provision has to be made thereof. The is shown along with
dividends in the appropriation part of the profit and loss account on the
debit side, and so also in balance sheet under current liabilities and
provisions.

§ Transfer to Reserves: Invariably, the companies transfer a part of their
profits to reserves. The amount transferred to general reserve or any
specific reserve is shown in the appropriation part of the profit and loss
account and added to the concerned reserve shown under the heading
‘Reserves and Surplus’ in the balance sheet.

Illustration 1

Big & Co. Ltd. is a company with an authorised capital of Rs. 5,00,000 divided
into 5,000 equity shares of Rs. 100 each. 2,500 shares were fully paid-up on
31.12.2005.

The following are the balances extracted from the books of the company as
on 31.12.2005:

Rs.) Rs.)
Stock 50,000 Advertisement 3,800
Sales 4,25,000 Bonus 10,500
Purchases 3,00,000 Debtors 38,700
Wages (productive) 70,000 Creditors 35,200
Discount allowed 4,200 Plant and Machinery 80,500
Discount received 3,150 Fumiture 17,100
Insurance paid-up to
31.3.2006 6,720 Cash and bank 1,34,700
Salaries 18,500 General Reserve 25,000
Rent 6,000 Loan from managing director 15,700
General expenses 8,950 Baddebts 3,200
Profit and Loss Account
balance (Cr.) 6,220 Calls-in-arrears 5,000

Printing and Stationery 2,400
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You are required to prepare profit and loss account for the year ended
31.12.05 and the balance sheet as on that date of the company. The following
further information is given: (1) Closing stock, Rs. 91,500 (2) Depreciation to be
charged on plants, machinery and furniture at 15% and 10% respectively.
(3) Outstanding liabilities: wages Rs. 5,200, salary Rs.1,200 and rent Rs.600.
(4) Dividend @ 5% on paid-up share capital is to be provided.

Solution
Big & Co. Ltd. Profit and Loss Account
for the year ended December 31, 2005
Expenses/Losses Amount| Revenues/Gains Amount
Rs. Rs.
Opening stock 50,000 Sales 4,25,000
Purchases 3,00,000| Closing Stock 91,500
Wages 70,000
Add: Outstanding 5,200 75,200
Gross profit c/d 91,300
5,16,500 5,16,500
Salaries 18,500
Add: Outstanding 1,200 19,700| Gross profit b/d 91,300
Discount allowed 4,200| Discount received 3,150
Insurance 6,720
Less: prepaid 1,680
————— 5,040
Rent 6,000
Add: Outstanding 600
—_— 6,600
General expenses 8,950
Printing and Stationery 2,400
Advertisement 3,800
Bonus 10,500
Bad debts 3,200
Depreciatian:
Plant & Machinery 12,075
Furniture 1,710
- —— = 13,785
Net Profit c/d 16,275
94,450 94,450
Proposed dividend
5% on Rs. 2,45,000
(i.e., excluding calls
in arrears) 12,250| Net profit for the year b/d 16,275
Balance c/d 10,245| Balance b/d 6,220
22,495 22,495
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Balance Sheet
as on December 31, 2005

Liabilities Rs. | Assets Rs.
SHARE CAPITAL: FIXED ASSETS:
Authorised: Plant and Machinery 80,500
5,000 shares of Rs. 100 each 5,00,000 | Less: Depreciation 12,075
Issued and Subscribed: B — 68,425
2,500 shares of Rs. 100 Furniture 17,100
each fully called 2,50,000 Less: Depreciation 1.710 15,390
Less: Calls-in-arrears 5,000| 2,55,000

2,45,000 83,815
RESERVES AND SURPLUS: INVESTMENTS: Nil
General Reserve 25,000
Profit and Loss Account 10,245 | Current assets loans

and advances:

A: Current assets:
Stock (assumed at cost) 91,500
Debtors 38,700
Cash and bank balance | 1,34,700

B: Loans and Advances:

Prepaid Insurance 1,680
Secured Loans: Nil |[MISCELLANEOUS
Unsecured Loans: EXPENDITURE NOT YET
Loan from managing 15,700 |ADJUSTED Nl
director (assumed unsecured) Profit and Loss Account (Debit)

CURRENT LIABILITIES

AND PROVISIONS:

A: Current Liabilities:
Creditors 35,200
Expenses outstanding 7,000
(Wages, Salaries & Rent)

B: Provisions:

Proposed dividend 12,250

3,50,395 3,50,395
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Illustration 2

The following is the trial balance of Vaibhavi Co. Ltd. as at 30™ June, 2006:

rs.) Fs.)
Stock (30" June, 2005) 75,000 -
Sales - 3,50,000
Purchases 2,45,000 -
Wages 50,000 -
Discount - 5,000
Furniture and Fittings 17,000 -
Salaries 7,500 -
Rent 4,950 -
Sundry expenses 7,050 -
Profit and Loss Appropriation Accounts (30th June, 2005) - 15,030
Dividends paid 9,000 -
Share capital - 1,00,000
Debtors and Creditors 37,500 17,500
Plant and Machinery 29,000 -
Cash and Bank 16,703 -
General reserve - 16,003
Patens and Trademark 4,830 -
Total 5,03,533 5,03,533

Prepare Profit and Loss Account for the year ended 30 June, 2006 and the
Balance Sheet as at that date. Take into consideration the following adjustments:

1. Stock on 30 June, 2006 was valued at Rs. 82,000.
2. Depreciation on fixed assets @ 10%.

3. Make a provision for income-tax @ 50% of the net profit.
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Solution
Vaibhavi Co. Ltd. Profit and Loss Account
for the year ended June 30, 2006
Expenses/Losses Amount Revenues/Gains Amount
Rs. Rs.
Opening stock 75,000| Sales 3,50,000
Purchases 2,45,000| Closing stock 82,000
Wages 50,000
Gross profit c/d 62,000
4,32,000 4,32,000
Salaries 7,500| Gross profit b/d 62,000
Rent 4,950| Discount 5,000
Sundry expenses 7,050
Depreciation :
Plant and Machinery 2,900
Patent and Trademarks 483
Furniture and Fittings 1,700
Provision for income tax 21,209
Net Profit c/d 21,208
67,000 67,000
Dividend paid 9,000] Balance b/d 15,030
Balance c¢/d 27,238| Net Profit for current year 21,208
36,238 36,238
Balance Sheet of Vaibhavi Co. Ltd.
as on June 30, 2006
Lizbilities (s.) |Assets (s.)
Share Capital 1,00,000 |Fixed Assets
Authorised Plant and Machinery 29,000
......... shares of Less: Depreciation 2,900
RS. i each - — = = 26,100
Issued Furniture & Fittings 17,000
................ ghares of Less: Depreciation 1,700
RS. i each - — = = 15,300
Patents & Trade Marks 4,830
Less: Depreciation 483
_——— 4,347
Reserves & Surplus Current Assets
General Reserve 16,003 Stock 82,000
Profit & Loss Account 27,238 Debtors 37,500
Cash at bank 16,703
Current Liabilities and
Provisions:
Creditors 17,500
Provision for Taxation 21,209
181,950 1,81,950
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The following illustration will further explain the process of preparation of
Profit & Loss Account and Balance Sheet in respect of companies.

Illustration 3

Mahavir Manufacturing Co. Ltd., was registered with a nominal capital of
Rs.25,00,000 divided into shares of Rs.10 each. On March 31, 2006 the following
were the balances as per the books of the company:

Details Amount Details Amount
Rs. Rs.
Plant and Machinery 9,00,000 Freight 42,750
Stock (1.4.2005) 2,87,500 Goodwill 1,90,250
Fixtures 18,000 Wages 1,77,000
Sundry debtors 3,47,500 Cash in hand 15,875
Buildings 6,00,000 Cash at bank 85,750
Purchases 3,62,500 Director’s fees 10,350
Interim dividend 28,750 Bad debts 9,27
paid
General expenses 30,250 Salaries 48,250
Debenture interest 22,250 6 % Debentures 7,50,000
Bills payable 45,000 Sales 10,87,500
General reserve 66,250 4 % Govt. Bonds 1,50,000
Profit and Loss Account (Cr) 86,250 Provision for doubtful
debts 10,000
Share capital 12,50,000 Sundry creditors 80,000
Calls in arrears 38,750 Preliminary expenses 10,000

The stock on the March 31, 2006 was estimated at Rs. 2,02,500. The
following adjustments have to be made:
1. Depreciation on Plant and Machinery at 10%, on Fixtures @ 5%.
Final dividend @ 5% is to be provided.
Preliminary expenses are to be written-off by 25%.
A provision of Rs. 8,215 on Sundry debtors is to be provided.
Rs. 20,000 is to be transferred to general reserve.
A provision for income tax to the extent of Rs. 65,500 is to be made.
You are required to prepare the Profit and Loss Account, Profit and Loss
Appropriation Account and balance sheet as on the March 31, 2006.

oUW



Financial Statements of a Company 173
Solution
Mahavir Manufacturing Co., Ltd
Profit and Loss Account
for the year ending on March 31, 2006
Lx. Cr.
Expenses/Losses Amount Revenues/Gains Amount
Rs. Rs.
Stock ( 1-4-05) 1,87,500 | Sales 10,877,500
Purchases 3,62,500 |Closing stock 2,02,500
Wages 1,77,000
Freight 42,750
Gross Profit c/d 4,20,250
11,990,000 12,90,000
Salaries 48,250 | Gross Profit b/d 4,20,250
General expenses 30,250 | Interest 6,000
Debenture interest
paid 22,250
Add: Outstanding 22,750
————— 45,000
Directors fees 10,350
Preliminary
expenses (25%) 2,500
Depreciation:
on Plant and
Machinery @ 10% 90,000
on Fixtures @ 5% 900
————— 90,900
Bad debts 9,275
Add: Provision
for doubtful debts 8,125
17,400
Less: Existing
provision 10,000
—_—_—— 7,400
Provision for tax 65,500
Net Profit c/d 1,26,100
4,26,250 4,26,250
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Profit and Loss Appropriation Account
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Ir. (6
rs.) (s.)
General reserve 20,000 Balance b/d 86,250
Interim dividend 28,750 Net profit for current year 1,26,100
Proposed final dividend 60,562
Balance c¢/d 1,03,038
2,12,350 2,12,350

Notes:

1. 6% debenture interest on Rs. 7,50,000 comes to Rs. 45,000, of which Rs. 22,250
have already been paid. The balance of Rs. 22,750 is treated as outstanding

2. Paid up share capital Rs. 12,50,000 - 38,750 (calls-in-arrears) is Rs. 12,11,250,
on which 5%, Final dividend is Rs. 60,562.

Mahavir Manufacturing Company Limited
Balance Sheet as on the of March 31, 2006

Lizbilities (Rs.) |Assets Fs.)
Share Capital: Fixed Assets:
Authorised: Goodwill 1,90,250
2,50,000 shares of Buildings 6,00,000
Rs. 10 each 25,00, 000
Issued & Paid Up : Plant and Machinery 9,00,000
1,25,000 shares of Less: Depreciation 90,000
Rs. 10 each i2,50,000 ( V=== == 8,10,000
Less: Calls-in- Fixtures 18,000
Arrears 38,750 Less: Depreciation 900
————— 12,111,250 _——— - 17,100
Reserves and Surplus: Investments:
General Reserve 66,250 4% Government bonds 1,50,000
Add: Transfer from
Profit and Loss A/c 20,000
—_— 86,250
P&L Account balance 1,03,038
Secured Loans: Current Assets, Loans
and Advances:
6% Debentures 45,000 |A. Current Assets
Interest on bonds 6,000
Stock in trade 2,02,500
Sundry debtors 3,47,500
Less: Provision for
doubtful debts 8,125 |3,39,375
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Unsecured Loans:

Current Liabilities &
Provisions
A. Current Liabilities:
Bills payable
Sundry creditors
Debentures interest
B. Provisions:
Provisions for Income tax
Proposed final dividend

45,000
80,000
22,750

65,500
60,562

24,24,350

Cash at Hand
Cash at Bank
B. Loans and Advances:

Miscellaneous Expenditure:
Preliminary expenses 10,000
Less: Written off 2,500

175

15,875
85,750

7,500

24,24,350
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Exhibit - 2

Balance Sheet and Profit and Loss Account of Grasim Industries Ltd. for the
year ending March 31, 2006 be given in this Box as attached.

Grasim Industries Ltd.
Balance Sheet as on March 31, 2006

Rs. in Rs. in
Crores Crores
Schedules Previous Current
No. Year Year
Sources of Funds
Shareholders’ Funds
Share Capital 1A 91.67 91.67
Share Capital Suspense 1B 0.02 0.02
Reserves and Surplus 2 4,890.39 4,236.66
4,982.08 4,328.35
Loan Funds
Secured Loans 3 1,331.08 1,439.02
Unsecured Loans 4 586.27 535.79
Documentary Bills Discounted with Banks 5 62.32 33.53
1,979.67 2008.34
Deferred Tax Liabilities 584 .38 599.50
Total 7546 .13 6,936.19
Application of Funds
Fixed Assets
Gross Block 6 6,114.12 5,897.04
Less: Depreciation & Amortisation 3,109.49 2,848.17
Net Block 3,004.63 3,048.87
Capital Work-in-Progress 293.64 145.94
3,298.27 3,194.81
Fixed Assets held for disposal 12.76 13.73
Investments 7 3,481.71 2,982.02
Current Assets, Loans and Advances
Interest accrued on Investments 1.46 1.09
Inventories 8 750.73 678.59
Sundry Debtors 9 413.45 522.01
Cash and Bank Balances 10 155.58 86.70
Loans and Advances 11 705.54 565.54
2,026.76 8,044 .49
Less :
Current Liabilities and Provisions
Liabilities 12 969.15 827.89
Provisions 13 304.22 280.41
1,273.37 1,108.30
Net Current Assets 753.39 745.63
Total 7,546.13 6,936.19
Accounting Policies and Notes on Accounts 22 & 23
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Exhibit - 3
Grasim Industries Ltd.
Profit & Loss Account for the year ended March 31, 2006
Rs.in Crores | Rs.in Crores
Previous Current
Schedules Year Year
Income
Gross Sales 7,607.20 7,201.06
Less: Excise Duty 986.69 971.80
Net Sales 6,620.51 6,229.26
Interest and Dividend Income 14 67.53 114.75
Other Income 15 136.71 72.44
Increase/ (Decrease) in Stocks 16 (43.48) 100.67
6,781.27 6,517.12
EXPENDITURE
Raw Materials Consumed 17 1,822.69 1,873.05
Manufacturing Expenses 18 1,580.34 1,498.77
Purchase of Finished and Other Products 240.15 49.02
Payments to and Provisions for Employees 19 407.64 373.13
Selling, Distribution, Administration and
Other Expenses 20 1,139.59 938.46
Interest 21 97.32 138.76
Depreciation and Amortisation
[Note A of Schedule 6] 291.64 284.57
5,579.37 5,155.76
Profit before Tax & Exceptional Items 1,201.90 1,361.36
Surplus on pre-payment of sales tax loan 4.13 34.35
Provision for diminution in
value of investment and loans (92.00)
Profit before Tax 1,206.03 1,303.71
Provision for Current Tax (369.82) (451.00)
Deferred Tax 27.00 33.00
Profit after Tax 863.21 885.71
Debenture Redemption Reserve No Longer Required 8.62 6.86
Investment Allowance Reserve No Longer Required 0.25 0.16
Balance brought forward from Previous Year 815.35 790.20
Profit available for Appropriation 1,687.43 1,682.93
Appropriations :
Proposed Dividend 183.35 146.68
Corporate Dividend Tax 25.71 20.90
General Reserve 600.00 700.00
Balance carried to Balance Sheet 878.37 815.35
1,687.43 1,682.93
Basic and diluted earnings per share (inRs.) 94.14 96.60

Accounting Policies and Notes on Accounts 22 & 23
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3.8 Uses and Importance of Financial Statements

The users of financial statements include management, investors, shareholders,
creditors, government, bankers, employees and public at large. Financial
statements, provide the necessary information about the performance of the
management to these parties interested in the organisation and help in taking
appropriate economic decisions. It may be noted that the financial statements
constitute an integral part of the Annual Reports of the companies which is
included to are concerned which include in addition, the directors report,
auditors report, corporate governance report, and management discussion and
analysis.
The various uses and importance of financial statements are as follows:

1. Report on stewardship function: Financial statements report the
performance of the management to the shareholders. The gaps between
the management performance and ownership expectations can be
understood with the help of financial statements.

2. Basis for fiscal policies: The fiscal policies, particularly taxation policies
of the government, are related with the financial performance of
corporate undertakings. The financial statements provide basic input
for industrial, taxation and other economic policies of the govermment.

3. Basis for granting of credit: Corporate undertakings have to borrow
funds from banks and other financial institutions for different purposes.
Credit granting institutions take decisions based on the financial
performance of the undertakings. Thus, financial statements form the
basis for granting of credit.

4. Basis for prospective investors: The investors include both short-term
and long-term investors. Their prime considerations in their investment
decisions are security and liquidity of their investment with reascnable
profitability. Financial statements help the investors to assess long-
term and short-term solvency as well as the profitability of the concern.

5. Guide to the value of the investment Already Made: Shareholders of
companies are interested in knowing the status, safety and return on
their investment. They may also need information to take decision
about continuation or discontinuation of their investment in the
business. Financial statements provide information to the shareholders
in taking such important decisions.

6. Aids trade associations in helping their members: Trade associations
may analyse the financial statements for the purpose of providing
service and protection to their members. They may develop standard
ratios and design uniform system of accounts.
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7.

Helps stock exchanges: Financial statements help the stock exchanges
to understand the extent of transparency in reporting on financial
performance and enables them to call for required information to protect
the interest of investors. The financial statements enable the stock
brokers to judge the financial position of different concerns and take
decisions about the prices to be quoted.

3.9 Limitations of Financial Statements

Though utmost care is taken in the preparation of the financial statements and
provide detailed information to the users, they suffer from the following
limitations:

1

Do not reflect current situation: Financial statements are prepared on
the basis of historical cost. Since the purchasing power of money is
changing, the values of assets and liabilities shown in financial
statement do not reflect current market situation.

Assets may not realise: Accounting is done on the basis of certain
conventions. Some of the assets may not realise the stated values, if
the liquidation is forced on the company. Assets shown in the balance
sheet reflect merely unexpired or unamortised cost.

Bias: Financial statements are the outcome of recorded facts,
accounting concepts and conventions used and personal judgments
made in different situations by the accountants. Hence, bias may be
dbserved in the results, and the financial position depicted in financial
statements may not be realistic.

Aggregate information: Financial statements show aggregate
information but not detailed information. Hence, they may not help
the users in decision-making much.

Vital Information missing: Balance sheet does not disclose information
relating to loss of markets, and cessation of agreements, which have
vital bearing on the enterprise.

No Qualitative information: Financial statements contain only
monetary information but not qualitative information like industrial
relations, industrial climate, labour relations, quality of work, etc.

They are only interim reports: Profit and loss account discloses the
profit/loss for a specified period. It does not give an idea about the
earning capacity over time similarly, the financial position reflected in
Ialance sheet is true at that point of time, the 1ikely change on a future
date is not depicted.



180 Accountancy : Company Accounts and Analysis of Financial Statements

Terms Introduced in the Chapter

1. Financial statements 9. Postulates

2. Profit and Loss Account 10. Operating Profit

3. Balance Sheet 11. Non Operating Income
4. Accounting Concept of Income 12. Sources of Funds

5. Cost of Goods Sold 13. Uses of Funds

6. Permanency Order 14. Operating Profit

7. Liquidity Order 15. Interim Dividend

8. Preliminary Expenses 16. Share Capital

Summary

Financial Statements: Financial statements are the end products of accounting
process, which reveal the financial results of a specified period and financial position
as on a particular date. They are the general purpose financial statements prepared
and published by every corporate undertaking for the benefit of the parties
interested. These statements include income statement and balance sheet. The
basic objective of these statements is to provide information required for decision-
making by the management as well as other outsiders who are interested in the
affairs of the undertaking.

Balance Sheet: The balance sheet shows all the assets owned by the concern, all
the obligations or liabilities payable to outsiders or creditors and claims of the
owners on a particular date. It is one of the important statements depicting the
financial position or status or strength of an undertaking. It gives a concise summary
of firm’s resources and obligations and measures the firm’s liquidity and solvency.
Balance sheet can be presented either in liquidity or permanency order. However
all companies established under The Companies Act have to prepare their financial
statements in permanency order classifying under suitable heads. Balance sheet
is prepared on the basis of accrual and going concern basis. Financial statements
are prepared for the period starting with 1st April and ending 31st March.

Income statement: The Income Statement or Profit and Loss Account is prepared for
the above period to determine the operational results of an undertaking. It is a
statement of revenue earned and the expenses incurred for earning the revenue.
It is a performance report showing the changes in income, expenses, profits and
losses as a result of business operations during the year between two balance
sheet dates.

Significance of Financial Statements: The users of financial statements include
Shareholders, Investors, Creditors, Lenders, Customers, Management, Government,
etc. Financial statements help all the users in their decision-making process. They
provide data about general purpose needs of these members.
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Limitations of Financial Statements: Financial statements are not free from limitations.
They provide only aggregate information to satisfy the general purpose needs of
the users but not for the specific purpose needs. They are technical statements
understood by only persons having some accounting knowledge. They reflect
historical information but not current situation, which is essential in any decision
making. In addition, one can get idea about the organisation’s performance in
terms of quantitative changes but not in qualitative terms like labour relations,
quality of work, employees satisfaction, etc. the financial statements are neither
complete nor accurate as the flow of income and expenses are segregated using
best judgment apart from accepted concepts. Hence, these statements need proper
analysis before their use in decision-making.

Questions for Practice

Short Answer Questions

What is public company?

What is private limited company.

Define Government Company?

What do you mean by a listed company?
What are the uses of securities premium?

What is buy-back of shares?

A AR o S o

Write a brief note on ‘Minimum Subscription”.

Long Answer Questions

Explain the nature of the financial statements.

Explain in detail about the significance of the financial statements.
Explain the limitations of financial statements.

Prepare the format of income statement and explain its elements.

U

Prepare the format of balance sheet and explain the various elements of
balance sheet.

6. Explain how financial statements are useful to the various parties who are
interested in the affairs of an undertaking?

7. ‘Financial statements reflect a combination of recorded facts, accounting
conventions and personal judgments’ discuss.

8. Explain the process of preparing income statement and balance sheet.
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Numerical Questions

1. The following is the trial balance on June 30, 2006 of the Modern
Manufacturing Company Ltd.

Details Amount | Details Amount
(rs.) (rs.)
Stock, 30 June, 2005 7,500 | Dividend paid in, August, 2005 500
Sales 35,000 | Interim Dividend paid in Feb., 2006 400
Purchases 24,500 | Capital- 10,000 Rs. 1 shares full 10,000
paid
Productive wages 5,000 | Debtors 3,750
Discounts (Dr.) 700 | Creditors 1,750
Discounts (Cr.) 500 | Plant and machinery 2,900
Salaries 750 | Cash in Bank 1,620
Rent 495 | Reserve 1,550
General expenses 1,705 | Loan to Managing Director 325
Profit and loss account, 1,503 | Bad debts 158
30th June 2005 (Cr.)

Stock, on June 30, 2006 Rs. 8,200. You are required to make out the trading
account, and profit and loss account for the year ended June 30, 2006 and the
balance sheet as on the date. You are also to make provision in respect of the
following: (i) Depreciate machinery @ 10% per annum; (ii) Reserve 5% for discount
on debtors; (iii) One month rent Rs. 45 was due on 30th June; and (iv) Six month’s
insurance, included in general expenses, was unexpired at Rs. 75.

(Gross profit Rs. 6,200; Net profit Rs. 2,044.50; Balance Sheet total Rs. 16,392.50)

2. The following is the trial balance of Alfa Ltd., for the year ended June 30,

2005
Details Amount |Details Amount
[Rs.) (Rs.)
Land and Buildings 3,00,000 |Sundry creditors 40,000
Plant and Machinery 4,50,000 |Bills payable 20,000
Furniture and fittings 40,000 |General Reserve 2,00,000
Goodwill 60,000 | Profit and Loss account
balance (on 1.7.04) 90,000
Sundry debtors 60,000 | Sales 6,25,000
Bills receivable 26,000 | Purchase returns 15,000
Investments (5% Govt. 30,000 |Equity share capital 5,00,000
Securities)
Cash in hand 2,000 | 8% Preference share capital 2,00,000
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Cash at bank
Preliminary expenses
Purchases

Sales return

Stock on 1-7-04
Wages

Salaries

Rent, rates and taxes
Carriage inwards
Law charges

Trade expenses

55,000
29,000
4,00,000
10,000
85,000
47,000
55,000
9,000
6,500
2,500
23,000

16,90,000
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16,90,000

Prepare the Profit and Loss Account and Balance Sheet of the company after
taking the following particulars into consideration:

a)

e
I

The original cost of land and building plant and machinery and furniture
and fittings was Rs. 2,50,000, Rs. 6,00,000 and Rs. 60,000 respectively.
Additions during the year were : building Rs. 50,000 and plant Rs. 20,000.

Depreciation is to be charged on plant and machinery and furniture and
fitting at 10 per cent on original cost.

Of the sundry debtors, Rs. 10,000 are outstanding for a period exceeding
6 months, Rs. 5,000 are considered doubtful, while the others are
considered good.

The directors are entitled to a commission at 1 per cent of the net profits
before charging such commission.

Stock on 30th June, 2005 is Rs. 1,30,000.

Provide Rs. 34,800 for income tax

(Gross profit Rs. 2,21,500; Net profit Rs. 25,095; Balance sheet total Rs. 11,10,500)

3. The following balances appeared in the books of Parasuram Flour Mills
Ltd., as on December 31, 2005 :

Details (Rs.) | Details (Rs.)
Stock of wheat 9,500 | Furniture 5,100
Stock of flour 16,000 | Vehicles 5,100
Wheat purchases 4,05,000 | Stores and spare parts 18,300
Manufacturing expenses 90,000 | Advances 24,500
Flour sales 5,55,000 | Book debts 51,700
Salaries and wages 13,000 | Investments 4,000
Establishment 4,700 | Share capital 72,000
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Interest (Cr.) 500 | Pension fund 23,000
Rent Received 800 | Dividend equalisation fund 10,000
Profit and loss account (Cr.) 15,000 | Taxation provision 8,500
Director’s fees 1,200 | Unclaimed dividends 900
Dividend for 2004 9,000 | Deposits (Cr.) 1,600
Land 12,000 | Trade creditors 1,24,000
Buildings 50,500 | Cash in hand 1,200
Plants and machinery 50,500 | Cash at bank 40,000

Prepare the company’s trading and profit and loss account for the year and
balance sheet as on December 31, 2005 after taking the following adjustments
into account:

(a) Stock on December 31, 2005 were: Wheat at cost, Rs. 14,900: Flour at market
price, Rs. 21,700; (b) Outstanding expenses: Manufacturing expenses, Rs. 23,500;
and salaries and wages, Rs. 1,200; (c) Provide depreciation : Building at 2% ; Plant
and machinery at 10%: Furniture at 10% ; and Vehicle 20%. (d) Interest accrued
on Government Securities, Rs.100: (e) A tax provision of Rs. 8,000 is considered
necessary. (f) The directors propose a dividend of 20%. (g) The authorised capital
consists of 12,000 equity shares of Rs. 10 each of which 7,200 shares were issued
and fully paid up.

(Gross profit Rs. 47,600; Net profit Rs. 21,310; Profit and loss appropriation balance
Rs. 13,410; Balance sheet total Rs. 2,92,010) .

4. An unexperienced accountant prepared the following trial balance of Bang
Vikas Ltd., for the year ending 31.12.2005. The cash in hand on 31.12.2005

was Rs. 750.
Details Rs. Details Rs.
Depreciation on 33,000 Authorised Capital: 6,000
machinery shares of Rs. 10 each 60,000
Calls in arrear 7,500 Subscribed capital 4,00,000
Land and buildings 3,00,000 6% debentures 3,00,000
Machinery 2,97,000 | Profit and loss account (Cr.) 13,625
Interim dividend paid 37,500 Sundry debtors 87,000
Stock on 1-1-2005 75,000 Sales 4,15,000
Sundry Creditors 40,000 | Sinking fund 75,000
Bills payable 38,000 | Preliminary expenses 5,000
Furniture 7,200
Bank balance 39,900
Purchases 1,85,000
Provision for bad debts 4,375
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Investments 75,000
Salary and wages 99,300
Repairs 4,300
Fuel 2,500
Rates and taxes 1,800
Travelling expenses 2,000
Discounts 6,400
Director’s fees 5,700
Bad debts 2,100
Debenture interest 9,000
Carriage 1,800
Freight 8,900
Sundry expenses 2,350
Public deposits 10,000
12,95,625 12,95,625

After locating the mistakes and making the following adjustments prepare
trading and profit and loss account and balance sheet in the prescribed form.

Adjustments: (i) Stock on 31.12.2005 Rs. 95,000 and (ii) Write-off preliminary
expenses.

Note: Rectified trial balance need not be prepared.

(Gross profit Rs. 2,36,800; Net profit Rs. 60,475; Balance of profit and loss
appropriation account Rs. 36,600; Balance sheet Rs. 9,01,100; Difference in trial
balance Rs. 750)

5. The Silver Ore Co. Ltd. was formed on April 1, 2005 with an authorised
capital of Rs.6,00,000 in shares of Rs. 10 each. Of these 52,000 shares had
been issued and subscribed but there were calls in arrear on 100 shares @
Rs. 2.50. From the following trial balance as on March 31, 2006 prepare
the trading and profit and loss account and the balance sheet:

[Rs.) (Rs.)
Cash at bank 1,05,500 | Advertising 5,000
Share capital 5,19,750 | Cartage on plant 1,800
Plant 40,000 | Furniture and buildings 20,900
Sale of silver 1,79,500 | Administrative expenses 28,000
Mines 2,20,000 | Repairs to plant 900
Promotion expenses 6,000 | Coal and oil 6,500
Interest of F.D. 3,900 | Cash 530
up to Dec.31,2005
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Dividend on investment 3,200 | Investments-share of tin mines| 80,000
Royalties paid 10,000 | Brokerage on above 1,000
Railway track and wagons| 17,000 | 6% F.D. in Syndicate Bank 89,000
Wages of mines 74,220

(1) Depreciate plant and railways by 10%; furniture and building by 5%; (ii) Write
off a third of the promotion expenses; (iii) Value of silver ore on March 31, 1969 Rs.
15,000, The directors forfeited on December 20, 1968, 100 shares on which only
Rs. 7.50 had been paid.

(Gross profit Rs. 97,900; Net profit Rs. 70,398; Balance sheet total Rs. 5,90,148)

Answers to Test your Understanding

Test your Understanding - I

1. (1) True (i1) True (iii) False (iv) False (v) True
2. (1) Basic sources (ii) Shareholders (iii) Accrual
(iv) Balance sheet (v) Income.

Test your Understanding - II

1. Capital reserves, capital redemption reserves, balance of securities
premium account, general reserve, credit balance of profit and loss
account

2. Preliminary expenses, advertisement expenditure, discount on issue
of shares and debentures, share issue expenses

3. @ @ i (e (iii) @ (iv) (@ v) @ i) ©



187

Financial Statements of a Company

‘paje3s aq 03 Ieak
oyl Jo pus ay3 o3 dn pspTaoxd
IO JJO uS33TaIm uoTleToaadsp
Te303 9yl pue ‘Jesk syj butanp

"6L6T €°CT PoIEP ' (H) 0TT ¥SD "ON UOTIeDTITION AJ paixssul S
096T ‘230V (3usupusuy) saTuedwo) oyl AJq pa3iniTisans p

geac
'SOTOTUSA (3) PuUe 'YDOISSATT
(L) ‘'subtsep pue s3iew
spex3 ‘sjsuaxed (T) ‘Ajxsdoxd
Jo quswdoTensp (y) ‘sbutiatd

pue axnjtuIng (B) ‘Arsuryoew
pue 2juerd (3J) ‘sburlprts
AemTtex (@) 'sployssesl

(D) - (sseTo yoes jo 3oadssx
Ut ‘moTSq peTFToads sxenoTired
oyl butiels pue Teatded Jo
S9SSeTD SNOTIeA SUJ} USDMIS]
ButysTnBUTISTP) PIQTIOSANS.
..... 'Sy Jo saxeys
(sseTo yoes Jo joadsax
Ut ‘mOoTSq peTFToads sxenoTired
oyl butiels pue Teatded Jo
S9SSeTD SNOTIeA SUJ} USIMIS]

‘USATHD 9q

03 axeys oousaxazaiad JO soSSeTD
JUSIASIITP SY3 JO SIeTNDTIIE].
‘peT3TOads

oq 03 Teatded aIeUS panssTun
uo uotido Aue Jo sieTnoTlxed,
*UOTSISAUOD IO 3U3 burjels pue
Teat1ded jo uotadwspal JO 93ep
ISOTTIES UITM JISUIS003 ‘pojels aq

woIxyeISyl SUOTIONPSP Ppue (p) ‘BUTpTIng (2) ‘puel () bHBUTYSTNBUTISIP) poanssI+ 03 Te3Tded sousisiaad STqewsspax
032193 SUOTITPPR 9l pue 3sOD  ‘TTIMPoob (B) uodn aaniTpusdxe UYodee "- - - t-rrrerrereese ‘syjo Aue Jo (Aue JT) UOTISISAUOD
Teutbtio syl pesy yoes Ispun., se JeJ se burtysTtnbuTilsTg Sareys "--ccccccttcc pesTioyy X0 uoTidwepsSi JO SswIST,
SLEASSY dIXIdJd. TVLIAVYD HYVHS.
(%) (€) (@) (T)
@ sa (@ "sa @ a1 @ sa
Teak Tek Tek Tek
Jno spew aq JUSILIND snotasad JUSILIND snotasad Jno spew
pINoys s39sse ysTym yitm a3 a3 a3 a 39 PTNOYS SSTATTTARTT UPTUM
S0UEPIODDE UT SUOTIONIFSUT I03 samnbTd J03 sambTa J03 sambTa J03 sambTa Y3TM SDUEPIODDE UT SUOTIONIISUT
S39ssY SSTATTIOETL
® © @ (v}
[ano spew ST 399ys =oueTeq 9yl UYDTUM 1 st 23ep oYl I9]3US SI9H]
................................................................................... NOS7
[Auedwod syl JO SwWeu 9yl I93UD 9I9H]
........................................................ 30 IS NG T

[W¥0d TIVINOZI¥OH] °V

: [WIOF TEOTIISA JO WIOF TejUOZTIOY UT ISYJFTS oq [Teys Auediuoo e Jo j99ys soueTeq oyl .

LHAHS dONVYTIVd 40 W04
T 3xed],

[TTZ UOT305S 995]
IA HTINAHHDS



Accountancy : Company Accounts and Analysis of Financial Statements

188

Uons I933Je 3e paATIIe Junowe
SU3l pUe ‘3S0D 93 WOIJ Pal3onpsp
‘a2q Aew sosed 2yl se ‘1o ‘03
poppe oq TTeys 'Iesk syl burtanp
poonpaI I0 pasealIdul Os ST
AITTTIAeTT SU3 UDTUYM Aq Junowe Su3
! (309332 soye] sbueyoxe JO 93el
SU2l UT sbueyd syl YoTyM Uo 93ep
U] a1039q AT93eTpsullT BUTISTXS
AQTTTORTT Sy 9SED ISU3Te Ut Bureq)
sjesse syl butatnboe Jo ssodind
oyl x03 ATTeoTIToads Aousiano
ubteoxol Aue ur ‘AT3oexTpurl
10 AT3o9xtp ‘uosasad Aue
woxJ Auedwod 9yl AQq paMOIIO]q
Asuow jo 3xed © 10 STOUM 9Y3
Jo juswhAedsx I0J IO 39SSe 9yl
Jo 3soD 9yl Jo 3xed e IO aTOoyM
oyl spxemol juswied LBuryew 107
‘AousIand ueTpul Ul possaxdxs
se ‘Auedwod ay3 Jo AJTTIeIT
SU31 UT UOTIONPSI IO 9SealIdUuT ue
us9g sey 219yl ‘39sse yons Jo
UOTITSTNDOR SY3 JI93Je awr] Aue Je
sbueyoxs JO 93eI U3l UT =bueysd
e JO 9ousnbeasuod UT pue ‘eTpurl
SpPTSINO AI3unod e woiJ paxtnboe
usS9( SeyY UYDTUM 19SSk PaxXTI Aue
03 93eTaI ‘03819l SUOTIONPSP
pue SUOTJITIPPe pue presaIole
1s0o0 Teutbrao 9yl oI9UM],

T96T €°TZ POIeP 'HTH ¥SD "ON UOTILDTITION AQ poaIasur
896T T'€ P23eP ‘67T ¥SH 'ON UOTIBDTITION AQ polIasur

T96T € TIZ Po3ep '$TIH ¥SD "ON UOTIBDTITION AQ pa3rssul

[ (*dn-pred ATTeUTOTIO (FUncue)
Ssaeys P93TSIA04 ‘PPY.] o

‘sI9yjo A9 (M
‘szojoeaTq A @
[ - Auedwod
Jeyl JO sIsaquau
IO SI03D9ITP 9Y3
Aq ' Auedwoo s3eatad
e 91 SI2INnsesail
pue S9TIL3}DID9S IO
Jjusbe burtbeuew ay3l
SI9UyMm pue ‘Josasy3l
sasujxed syl AQ ‘wITJ
e 9Je SISINSesaI] pue
S9TIe3SI09s JO Jusbe
Putbeuew syl axsym
pue sisansesall
pue saTIe3}9IDSS JO
jusbe Burbeuew Ag ¢
:predun sTTeD : ssoT
[x soxeys
snuoq Jo Aem Agq dn-pted
ATINJ Se po3joTTe oIe saIeys
A axeys saoge 3yl J0],

[*UseD UT paATaD9I Butaq
sjusuwied 3noylzTM 30BIJUOD
e 03 auensand dn-pted
ATINJ Sse po3joTTe aIe saIeys

sexeys osa0qe 22Ul 3JO
.%BHHMO ........... vmm

‘PIqT ‘peIn3IISqns 0T

"PIQT ‘pen3TIsns

GRS

[oaTessy TeatdeD 03 paiIsjsuerd
o0 pPTNoOYs saxeys peo33To3I0I JO
enssTax uo 3tJoxd Tejtded Aug+],

[ - 3umonoy
WUNTWaId 9IeYS WOIF IO SOAIDSDY
I0 s3Ttjoxd Jo uoTjesITelTdEd
bs ‘pensst aie saieyYs Snuoq
UYOTUM WOIT 90INOS 9yl AFToadSx]



189

Financial Statements of a Company

‘TTeYS UoT309s-qns pTes syl Jo €
uoTjeurTdxXH pue g UOTIPueTdXH
pue ‘(196T 3O €F) T96T 'IOY xel
-swopul 9yl JO YEP UOTIOSS JO
(T) uoT3PeS-gns Ispun wsyl 03
paubTsse ATeaTioadsal sbuTuesu
oyl oaeY TTeYs ,ADUSIIND
ueTpur, pue ,ADUSIIno UBTSIOJ,
‘ Sbueyoxs Jo 93e1, UOTSsaIdxs
oyl ‘saxtnbax osIMISY3lO
1x23U0D 9yl ssoTun ‘ydexbexed
sSTy3 ul :g uorjeuerdxyg
"UOT3eD0TITIoU

pres 9yl Jo onssT 9yl
I93Je JNO Spew 399Ys aoueTeq
3SITJ 9Y3 UuT opew aq KLew
ydeabered sTY3 UT O3 PaII9IaI
juswasnlpe oay3 ‘burtissp
Texsuso Tenuuy Ul Auedwod syl
9J10J9q PTeT PUe JNO Speu ussq
ApeaaTe sey ‘sorTdde ydexbexed
STU3 YOTUm O3 UOTJeTal UT ‘399Us
ooueTeq Aue ‘g9eT 'Axenuep
Jo Aep pag @yl pajep ‘6T
"ON "¥°S'D ' (saTe3iFy Auedwo)d
Jo Juswixedeaq) SITEIIV
Auedwop pue JuswdoTsasq
TeTI3IsSnpul Jo AIISTUTIW SY2I
UT ‘eTpul JO JUSWUISAOD 3U3 JO
UOTJEOTITIOU SY3 JO SNSST JO 93P
9yl 3k ‘SI9Um pue I93Jesrsyl
Aep Aue 10 ‘996T ‘Lunp
Jo Aep Y39 9yl e Sk INno sSpew
oq Aew 3ey3l s39sys aoueTeq
1Te 03 uotjerax ut ATdde TTeys
ydexbexed sTYL : T UoTrjeURPTdXH
‘Josse

POXTJ oYl JO 3SOD Y3 o O3 USyed
o TTeUS UOTIoNPSp IO UOTITPPE

*T96T €' TZ PoIeP '$TH ¥SD "ON UOTIeDTITION AQ poInaTasqns

1T




Accountancy : Company Accounts and Analysis of Financial Statements

190

Azene 'sjssse sayj dn Butitam Aq
poppe usag SARY SuNs 2I9Ym
'ATIeTTIWIS “Spew uoIlonpax
aY3l JO junowe a2yl OSTe MOUS
TTeyYs ‘uoTrionpsal oyl JO 93ep
Syl 03 jusnbasqns sIesk SATI
1SITJ 93 JOJ J99ys aoueTeq Yoed
*380D Teutbrio a3 Jo

ooeTd UT UOT3IONPaI Sy} JO 93€p
SYU3 Y3TIM pue saInbIlJ peonpal
92Ul MOYUS TTeUS uoTieniessl
JO UoT3oNpaI syl 03 juenbssqns
(399ys soueTeq 1SITI 9] I917T€)
‘qo9ys ooueTeq A1oAD ‘siosse
Jo uoTlenTessr e 10 Teltded
JO UOT3ONPSI © U0 JJO-USIJITIM
useq 9ABY SWNS SISYM
[-uoTionpep se umoys =g

TTeys speosooad aTes JO Junowe
92Ul ‘PTOS ST 39sse yons Aue
SI9UM pue ‘snTeA UT UOTINUIWIP
I0 uoT3etoaiadesp I0J IJO
U933 TaIM J0 popTaoad ATsnotasad
sjunoure syl JO UoT3oNpsp I93je
210¢Y STIY3 JO 2JUSWSOUSWWOD
syl Je syooq s ,Auedwon syl ut
Poo3s 19SSe ue UDTym Je Junoue
19U SY3 o [TeyS UOTIenten yons
‘ydeabexed sTy3 jo sesodand
Syl 104 "USATD o0 TTeUS S3{00q
a2yl Aq umoys uoTjeniea ayl
'ReTsp I10 asuadxs oTqrUOSEaIUN
anoylIm ‘paurelisose g
jouued 3S00 TeUIbTIO °BY3
oxoym osed Axsas UI] .,
*(T) uoT3es

-gns pTes ay3 o3 A1dde Asy3a se
ydexbexed pTes syl 03 UoTIeTaI
ut A7dde ‘sq Aew se 1eJ se

"T96T €Tz PoIeP '$T¥ ¥SD °"ON UOTIeDTITION AQ paInaTasqns

el




191

Financial Statements of a Company

sagep (e) — Jo Arsj3exedss
usATb oq o031 sxelnoTixed
‘sI1030gep AIpuns 03 piebax ur +

‘po3els o TTeUS ssaxboxd
-UT-3I0M JO UOTJenTeA JO SPONxx

*oToesToeId
aI9UyM ATo3exedss pajels aq OsTe
ITeys TeTIeajew mex Jo j3oadsar Ut
Junowe SYy3 pue pajels g TTeys
3D03S JO UOTIenTes JO SPON ..

[P23SDAUT USSq 2ABY Spunjy
POSTITIINUN YONS UYDTUYM UT WIOT
syl burieotpul Auedwod syl JO
J99ys ooueTeq 9U3 UT PISOTOSTP
ATo3exedss =g 3snw oansSST 9yl
JOo Ino Asuow pPeSTTTINUN TTV] o

‘umoys oq

osTe TTeys S3UsSWISSAUT pajonbun
s ,Auedwoo Jo junowe a3ebaibby
‘uMoys o7 TTeys JoaIaul

SNTeA 393 IBW 9Y3} OSTe pue
jusw3issAuTl pejonb s, Auedwod
Jo Junowe o931eboibbvysy
[-ydexbexed puooss syl yitm
20UEPIOOOE UT 9pew juswisnlpe
Aue o3 A1dde 11RUS sydexbexed
om3 butpeosid syl UT pPaUTEIUOD
Butyjon uor3euRTdXH] ;¢

*9pewW 9SEeaIDUT JO Junowe
Syl moys osTe TTeys dn BuriTam
Jo @3ep ay3z o3 3jusanbasgns
sxesk SATJ 3ISATF 9Y3 JI0F 399ys
opueTeq UdeH ' 3S0D TPUIbBIIO
au3 Jo ooeTd UT 9SeaIdur 9yl JO
93€ep 9yl YITM SOINBTF pasealout
Syl moys TTeys dn Butitam yons
03 jusanbasqns 399ys soueTeq

* S3USWASSAUT

UO peniode 3s8I93Ul
SILHSSY LNHYIND

¢ SHDNVYAQY

SNYO'T

[enssT Aq pesTex Asuow
POSTTTINUN JO SoueTed
TSIty

drysasujxed jo Teatded
SYyl UT S3UusW3ssaAul
rseT3x9doxd sTqeAcumT
sseTuedwod ATeTpTIsans
JO Spuoq IO S89INJUSISP
‘sexeys UT SJUSW]}SSAUT
STTe3Sp IeTTWTIS UT OSTe
pbutmoys pue saieys
JO sosseTDd JUSISIITIP
SU3 BuTysTNOUTISTIP OSTe
pue dn-pted A13xed pue
dn-pted ATInJ ‘saxeys
ATs3exedss butmoys)
spuoq IO aInjusgsp
‘seIeys SJ3USWlSSAUT
JUSWUIDAOD

uTt SjuswilssAUT

"T96T €°TC Po3ep '$TH ¥SD "ON UOTIeDTITION AJ peinitisqns LT
966T°6° €T Pe3ep ' (d) €Z¥ ¥SD "ON UOTFeDTITION AQ pe3xssul 9T
966T°6 €T Po3BP ' (H) €ZF USD 'ON UOTIBDTITION AQ pPS3xssul "SI
"E€L6T TT 6 PoIep ' (d) 6% ¥SD "ON UOTIeDTITION AQ pearssul ¥l

U]
(¥)
aNy

‘SILESSY INIJYIND

@

M x

— usemlaq BUTYsSTNOUTISIP

pue onTeA 393Ieu

IO

3soo ‘eTdwexs JI0J ‘UoTlenTes
JO opow Ppue SJIUSWISDAUT

Jo 2Injeu

butmouys

PSLNIWLSHEANI

" S3Ueq WOIJ
SeDUBAPY PpUB SUROT
.Saanauaqgsd

@)=
((OF%

*ATo3exedss umoys
o pInoys sisbeuel [soansesi]
pue soTIe3aI0ss ‘sjusby burbeuen

$SNVOT QHEYADES 9Ul]$ 'SI0JDOS8ITC WOIJ SULOT]

[spung Butsurs

‘ SoAT9SSI

03 suoTlTppe pesodoad
*S9AI9S9I IO Snuoq
‘'pPUSpPTIAIpP ‘ATsweu
'suoT3edoTTe pesodoxd
103 burtpraoad a937e
Junopoe ssoT pue 3Tyoxd
ut ooueTeq ‘o°T ‘sniding
W (AT

Junopoe ssoT pue 3Tyoxd
uT 9pueTeq 3TgeQ ¢ SSOT
* JoaTsy

31o9dsax UuUT 3Junouwe
9yl pue 9AISSSI UYdes
Jo aanjeu sy3 butAgToads

SOoATIDS3I Mmﬁ_”uo
‘(@)

JUNnooDdOvY Eﬂ..nEan.m wx._”ﬂgm
T OATIDSOY

uotT3dwspay Teatde)d
*seaTesey TeaTded

©®

@
M

' SQUSWISSOAUT pPayIeuIes
Aq pojusssadex ATTeonTgToads
ST ©9AI9S9Y¥Y UYons oI9YMm
ATuo pesn aq PTNOYS ,9AISSI,
Aue 03 UOTJeTaI UT ,Pung, PIom syl

*spesy
petIIoads 9yl JO yoes I9pun
‘umMoys o 03 399YSs LSoueTeq 3seT

: SNTdYNS ANV SHAYHSHYx OOUTS SUOTIONDSP PUB SUOTITPPYx



Accountancy : Company Accounts and Analysis of Financial Statements

SSTITTICeT] ay3 ut) ,snidms pue
S9ATI9S9Y, JI9pun BuTsoTo Axoas
Je UMOUS 97 PINOUS ‘pa3eard
Apeaate JT ‘ [uoTsTaoad] ., yons Jo
snTdans Aue pue peq IO TNFINOP
paISpPTISUOD 99 03 po3jels
s3gep JO junouwe aY3} POSIXd
Jjou pInoys pesy STyl I9apun
umoys oq 03 [suoTsTtaoad] ., SYL
‘930U e

Jo Aem Aq umoys 90 03 Ie2k 9yl
putanp swtl Aue e Auedwod syl
JO SI9DTJJO ISYI0 JO SIOJDSDITP
AQ onp 3junowe wnwixew oYy
* (seTuedwod

2Yy3 JO ssweu 8yl Y3ITM
POSOTOSTP 9 03 ‘QLE UOT30LSS
JO (dT) uoT3oes-gns Jo BuTuesw
SYl UTIYITIM Juswsbeueuw
swes 9yl IJ9pun satuedwod
I92Y30 WOIJ onNp S3g2d] e
‘paje3ds ATeojexedss oq

03 JIsqusul & IO I03D9ITIP © IO
Joulxed e ST J0309ITP AUue YD TyM
ut ATeatT3oodssx soTuedwod
o3eATad I0 swaTI AQ Snp s3gep
0 uosxed 19430 Aue yatm ATautol
I0 ATTexsass I9ylTe wayly Jo
Aue 10 Auedwod syl JO SI90TIJO
T30 J0 Auediod Syl JO SI90TIJO
I9YJ0 JIO SIOJOBIATP A anp s3qed
‘peq I0 TNIIqNOP PIISPTSUOD
sagep (o) pue !{A3TINDSS

[uoTsTACI] ¢ SS9T]
TS309p 19430

* syauou

XTS bulpesoxa
potasd ®© 103

"€96T T ¥ Po3ep ‘8L ¥SD "ON UOTIBOTITION A9 poIn3iTisans 0T
"I96T €' TZ Pa3EP '$T¥ USD "ON UOTILDTITION A PaInitasqns 6T
"€96T T ¥ Po3ep ‘8L ¥SD "ON UOTIBOTITION AQ peIniTisqns "8t

' UOTSIDAUOD
a0 uoT3dwepai-Jo-93ep ISOTTILD
UITM ISU3IS007 pajels g 03 penssT
saInjuagep JO (Aue JT) UOTSISAUOD
10 uotidwspax 3JO SwWISDL+

‘pesay 9yl Ispun

SUBOT Yons JO junowe a3ebaxbbe
Syl OSTe pue spew oq OsTe TTeys
JooI9Yl UOTJUSUW B ‘SIOJDDITP
I0/pue sisbeuew [sisInsesil
pue saTIxIela2109S ‘sjusbe
putbeuew], Aq pessijuexenb
ussq 9aABY SUBOT 9I9UM
*9sed yoes Ut patyToads oq

192

Teuoszad s,I0209pP S U] ISY10 HuTpuelisino sigad @ 03 A3TINDSS 9U3 JO SINJIeU SYLx

A3Tanoes ou spioy Auedwod — sxo3qgeap Axpuns (9)+ [+ ,Sueo] paiInoss,
93 UDTUM JIOF SPOOH POISPTSUOD *SS9I60Id-UT-SHIOM  (G)xx seoouespe peay ay3 JIspun spesay-qns
s3g9p () pue !‘paanoss ATINJ ST ‘9peI}-UT-3203S ()., PuUe sueol IaY10 @[Hx o3eradoadde syj Jspun pspniouT
Auedwod ay3 yoTym Jo 3oodsax *STO03 9S00T (€)1 *SOTIRTPTISANS WOIJ 90 PINOYS SUROT PaINDIS
UT pue Spoob poaIspTsuod -sixed oxeds pue S2I03S (Z)., SSOOUBAPY PUB SUBOT (fx UO SNP PUR PSNIDDE 3ISSIS3UL



193

Financial Statements of a Company

ATo3eaxedess o0 3snw onsSsT
U3 JO INO ASuow PSSTTTINMM TTH]

[-2a0qe

(q) uT O3 pexIeIel (s3ued
peInpayds (ueyl I1sYyio)
si9xjueq oyl JO ydes
UT [I933eT Syl JO 93eTo0sSse
Aue 3Jo sIxsansesail
pue seTie3l2ID09S
/iusbe putbeueu
9yl I0]y SATIEISI SIY
IO I03091Tp Aue Jo ‘Aue JT
‘389193UT SU3 JO SJNJeu a3
pue !I9xueq yons

Uoes woxJ Iesk syj butanp
swI] Aue 3e buTpuelsino
junouwe WNWIXew aY3
pue sjunoooe j3tsodep pue
S3UNooNde TTED ' S3UNOoDOe
JuUSIIND UO I9ueq
yons yoes YITMm DButit
opueTeq 93l pue sijueg
psInpayss ueyl IsYyao
sIoueq Syl JO SaWeu Syl
!s3unoooe

3Tsodsp pue ‘sS3unoooe
TIEeO 'S3Unoode JUSIIND
uo s3jueg poINpPayss
UY3ITM ButA seoueTeq syl

®

—3Jo

AT3exedss USATD oq 03 sxeTnoTixed
‘sepueTeq ueq 03 PIebol Ulx]

* 4S392a
peg 10 TNJy3ignod I0JF SAISSDY.
pesy-qns o3exedss e Iopun (SpPTS

TEL6T-0T-TE P9IeP ' (H) ¥6¥ YSD "ON UOTIEDTITION
Aq po3aSsuT (0) WOIT-CNS pue (e)we3T-gns Se paiolls] § WwelT BuTisTXH ‘€z
"966T°6 €T Po3ep ' (H) €Z% ¥SD "ON UOTIBDTFTION AQ POIISSUI 2T
"T96T €°TC Po3ep '$TH ¥SD "ON UOTIeDdTITION AQ po3Issul 1T

*s3Tsodep pexXTd () pue seTIElIaIO9s ‘sjusbe butbeuew
$SNVOT dEINDASNA SYl]¢ ‘SI0IDSITQ WOIJ SUBOT] .

["sasy3o yatm @
pue !s3jueq
peInpayss UITM @
— sepueTeq dued (dL)x
‘puey uo snueTeq Ysed (VL))



Accountancy : Company Accounts and Analysis of Financial Statements

194

-osTe
,S9DUeApY pue sueo], 03 Ardde
»S10309q Axpung, bulpiebsx
SUOTJ3ONIJISUT DA0de SBYL+

[ Po3SSAUT USSq 2ARY Spuny
POSTTTINUN YONS YD TUM UT WIOT
oyl butjentputr Auedwoo syl Jo
J99ys ooueTeq a3 UT POSOTISTP

T ISTTIRH "Z00Z°S°ZZ Po3ep ' (H)9LE ¥SD

* (puewsp
uo oTqeded axsym) 033
‘asni] 3xod ‘swoasnd

Y3aTm seoueTed
[sIeansess
pue sSoIXIe3aIDSS

I0 s3jusbe burbeuew
Yyatm junoooe
JUSIIND UO soueTed]
*D]8 ‘SdueINSUT ‘soxe]
‘sejex Be ‘peaaTsdax
2 ©031 9anTeA JIOJF
IO PUT3 UT JO YsSed Ul
STgeRISAODDI SOOURADPY
"sbueyoxy 3o STTTd
[-asudred e ST
SOTIETPTISANS ST JO Aue
a0 Auedwod syl Yo Iym
uT switjy drysasurixed
03 SUROT PUB S2DOURAPY
*SOTIRTIPISqNS O3
SUBOT pPUe SODURAPY (®B)
SHONVAQY ANV SNVOT

"T96T €°TZ PO3EP '$T¥ ¥SD "ON UOTIEDTITION AQ poInaTasans 9z

"666T°C°CC Po3ep ‘ (H)6ZT ¥SD "ON UOTIeDTITION AQ Pa3aISsul

‘ese

"€96T°T°% POIEP ‘gL ¥SD ON UOTILDTITION AQ poinitisqns  -G¢
*666T°Z°2Z POIEP ' (H)6ZT ¥SH "ON UOTIeDTITION AQ pPo31ISSUT sem

IOJ S3UNODSTP paiTdxsun
pue sjuswiAed S0UBADPY ()
ssoTuedwoDd AIRTPISANS ()
[* (s)BuTsferzspun
(zr) TeTIISNPUT STeds TTeus
eyl I9Yjo SIOJITPSID JO
senp burpue3sino Te3or
(TT) pue ! (s) Bur{e3-aspun
TeTIISNPUT STeds TTews
03 ssnp BuTPue3sINO TeI0L (T) g,

(TDs SIO3TPaIo AIpuns (@@

*seoueldendy (T) ]

SSHILITIAVIT INHJIND "V

¢ SNOISIAOY4

D) AN¥Y SHILITIEVIT LNHEJIND

©

@]e
ez (8)
(q) +

*SI9Ul0 woxd @
‘syueg woxd @
: seorUADE

pue sueoT I2U3i0 (b)+
*SI9Uj30 woxd @
‘syueg woxd @
saoueApE

pue SUEOT WISF-IIOUS (£,

* SOTIETPTSONS WOIJ
sedoueApPe PUR SUROT (7,

*ON UOT3IeDTITION AQ poIn3Tisqns "%

['pasSOTOSTIP 8q 03 axe ‘sAep
A3ITy] Uey3 agow J0F bUTpUR3SINo
3sex93uT Y3Im I9y3zabol uns
Aue omo Auedwoo oy3z woym
03 (s)bursyejaspun TeTIISNPUT
oTPOS TTeWS JO (S)aweu ayrL],,

‘uwIoq JO 3003 Je (p) 930U 995«

‘pesy Uydes Ispun sSueoT Uyons
JO junowe 23ebaabbe oyl osTe
pue yons JO junowe a3ebaibbe
SU3 OSTe pue Spew oq OSTe TTeys
JooIsy3 UOT3USAW B /SIO0JDDIATP
I0/pue sisbeuew [sIsInsesail

pue saTIe3laIdss ‘sjusbe
pbutbeuew], Aq pessiuexend
us9(q ©9ARY SULOT SI9YUM+

[ »SNYOT QHINDASNAw

peay oYL JISdpun speay
-gqns o3etadoxdde syl Ispun
popNIOUT o PTNOYs SUurOoT

paINDSasUn UO SNp pue paniIdde
1sex93ul ‘Arojexedss umoys g
pInoys ‘sisbeurw [sIaInsearl



195

Financial Statements of a Company

‘PIQT ‘POIISSUL "6T
‘PTQT ‘peInaTasans " 8¢

"T96T €°TC Po3ep ‘HTH ¥SD "ON UOTIedTITION AQ poiassul ‘LT

[ STaeTT ATusburjuco
sT Auedwod 8yl Yo TyM

I03 Asuow I2Y3l0 (9)+

* 103 peptroad
J0U pue 3JuUnNoODe
Teatded Uo pajnosxs oq
03 BuTtuTewsI s30eI13U00

JO junowe pa3ewrisd [

SPUSPTATP SATIRTNWND

pPSXTJ JO sSIeaxav (g)++

[-pred AT3xed saxeys

uo AZ3TTICeTT peTTeoun @

*S39°p
se pobpasTmouyde
qou Auedwoo

o2yl 3sutebe swteld (0

: AToqexedss
Mmoys 031 poppe o Aew 399Us
opueTReq 9U3 03 230U 30037 V]

[ suotsTaocad ISY310
s saweyos
ITISU=] JFels IeTTWIs pue
uoTsuad ‘SoueINSuUT I04
‘awayns
puny 3Juspraoxd Io4d
* S9TOUSBUTIUOD 104
- SpuspTATP pasodoid
‘uoTIEXe] JI0J UOTSTAOII
SNOISIAOY¥d
[ sueoT uo anp
30U N PSNLIDOL 3SOIDIUT
(Aure JT) SSTATTTCRTT JSU30
* SPUSPTIATP pPawTeToun
‘039 ‘seoTuedwod drys
-wea3s ‘Butriueq ‘sqnio
‘saxjesy] ‘SoueiInsur SATJ
'szadedsmau :seTuRdWOD
JO sosseTd BurmolToJd
ay3 jo aseo ay3 ut ‘b9
uSATE S0 03 TTTIS sey anfea
yoTym Io03 ‘uorixod syj

ns
oT)

(€1)

(en)

)

@)=

'd

[DRCES



Accountancy : Company Accounts and Analysis of Financial Statements

[-Aue JT ‘sesrssax
P933TUMIODUN SY3 JO UOTIONPSP
I93Je PIEeMIOF POTIIED JUNODDE
ssoT pue 3tjoxd Jo soueTeq
3T0SpP SU3l SIY MOUS +]e

[LNAODDY
SSOT dNVY LIJ0¥d.]se:

* (@angeu
putAyToads) swelT ISYI0 (O
‘peasnlpe

jou @2aInjtpusadxa ‘potFToads oq osTe TTeus
JuswdoTrTaAaa2d @ ‘TeTaoaw JT ‘AQTTICRTT JUSBUTIuUoD
* (3saTequr yons yoes JO JUnowe pue aInjeu
Jo 93ex a2yl burjeis Texsusb syl ‘sTqeoTioeid aIsym
osSTe) UOT3IONIJISUOD pue pajels aq TTeys Auedwod oyl
putanp Teatdeo JO SISOTIIO ISYJO IO SIOJOIATP JO
Jo 3no pted 3saxs3jul @ JTeysq uo Auedwod syl AQ USATD
* seanjusgep soojuexenb Aue JO junowe SYI+
IO soxeys JO 9NnsSST a9yl ‘poje3s oq
UO PaMOTTe JUNOoDSTa  (€) TTeUs ‘tMous Os ST 3T eyl 30e3 a3
* seanjusgep pue Xe3-swoduT JO 991F UMoyUSs o]
I0 saxeys jo uoTidIaons TTEYS Junowe syl ‘SPUSPTATP 9913
-gns I0 BurjTamispun -xe3 JO 9sed ayj uT 3ey3l 3deoxs
uo obeiaoxq 'Xe3-SWodUT JO UOTIONPSP SI0FSq
I0 UOTSSTWWOD po3el3s o TTeys 3junowe SYJ
putpnioutr sesuadxd @@ ‘pa3els aq
‘sosuadxe ATeuTwIiTaid () ITeYS ‘Jeaxre UT oIe SSeTd yons

196

UyDeS UO SPUSPTATP SY3 ‘saieys
JO SSe[d 2U0 UuUeY3l oaJI0W ST
SISU3 T JO JeSTTe UL 7€ SPUSPTATP
oyl yoSTym I03 potaad SyL++

* ([pa3snlpe 10]

JJO-USI3TIM 10U JUSIXS 8Y7 03)
P HYNLIANIIXE
SNOANYTITADSIN



197

Financial Statements of a Company

R4
‘TE
‘0t

Syl JIspun ssjexodion Apoq syl JO ssureu oyl ATejexedss burjeoTpur) sejexodiod Apod syl JO ssureu syj butmoys
‘199ys 2oueTeq 9Ul O3 paxsuue 9d PTNOUS SIUSWISSAUT JISUI0 Pue SIUSWISSAUT aperld BbutdjrtsseTo Arojexedss
(Sper3-uT-3oo3ls se ,S19SSY JUSIIND, JISpun JO ,JUSWISDAUT, JISPUN UMOUS ISUISUYM) SIUSWISSAUT JO JUSWSILIS ¥
Qecatcats
oq TTeus Auedwod Syl JO SYOOC Y3 UT pajels aie AUl YDTUM Je Junowe oYl pue SaInjusdgsp oyl JO junowe
Teutwou sy3 ‘Auedwod SY3 I0J S93STNIJ B IO S9UTWOU B AQ PTSY a1k saanjusdgsp s ,Auedwod syl Jo Aue sixsym
*USATD 99 pTNoys anssT 03 Iamod sey Auedwod a3 YD TUM S2INJUSISP pawespal Aue JO sIeTnoTixed
‘umoys 9d 3snu
Jeak 9yl butanp swrl Aue je 9s9U3 JO 9UO AI9AD WOIJ NP JUnowe wnwixew oyl ‘ [soTuedwod Yl JO ssuweu ayl
UITM USATH g OSTe PTNOYS (L€ UOTIOSS JO (dT) UOTIOSS-ns JO Hutuesw syl UTYITM Juswebeuew swes Syl IsSpumn
soTuedod ISUJ0 WOIJF Snp sjuncwe sy3] [!psjeds ATsjexedss o 03 suosiad xsyjo Aue Uy3tm ATJutol Jo ATTersass
ISUITS 'SIDINSESIL], PUL SOTILIDIOSS J0 SIusby BuTbeuen oyl AQ onp sjunowe] ‘SopueApy pue SUeo] spIebol sy
[*Aue JT ‘sentssax
PO3I3TWWODUN YUY WOIJ UOTIONPSP € Se UMoys o TTeUS JUNODDY SSOT pue 3TJOId U3 UT 2oueTeq 3TAep aUlL
‘3x0dex S ,pIeodg Syl UT opew g TTeys Ing 399ys
SoueTeq 93 UT Spell 9 30U TTeUS PaInosxe J0U JUSIXD SU3 03 SIORIJUOD WOIJ pajoadxe S3TISUS] O3 S0uUSIsIal AUy
*399ys anueTeq 9yl JO 93ep Sy3 9I0FS] JO UO POsOTO UDTUM poTaad Jo joadsar uT axe Asyj ssoTun
pPSPNTOUT o 30U [PTNOYS] 399ys ooueTeq syl JO 93ep 9yl Io93Je soTuedwod ATeTpTsqns AQ paIeTosp SPUSpPIATIQd
*g]9sse PexTJ JO anTea syl Je
BUTATITE UT pa3onpsp pue spesy Josse JUSISIITP SU3 ISpun pajedoT e o TTeUS papTacid IO FJO-US33TIM uoTyeToaadsq
TIseUs
SoueTeq SU1 JO 23€p 93 Je Sk Iesh Suo Ueyl SI0W Jo0U JOJ Snp o€ UDTUYM SSOU] SPNTOUT TTTM SUROT ULID]-3I0US
["UOTIBSTTTIN JO XX 33 UT 8L
UOT309S UT popTAcad Jauuew 93 UT UOTIeSTTTIN SIT JO STTLISP SpnIoul TTEeUS ,IUNODDY UNTWSI 9IS, We3T SUL
Juswebetrew ay3 Aq PRTITIISO St SBUTPTOUSIEYS UYons JO SSaUIODII0D aUl AJTII90 03 paiTnbal jou ST Jo3Tpne Syl
‘po3els Arejexedss o 3snul SOTIRTPISONS S3T pue Auedod BUTPTOY 93 wT3Tn
syl Aq se TTam se Auedwoo BUTPTOY syl Aq PTaY Saxeys JO Jaqunu syl [soTuedwod AxeTpIsons] G JO 9sed syl ul
‘paITSep JT ‘soadny O3 UOTITPPE UT USATD o OSTe ued a9sTed 2AeN
* SNOJSWNU 918 SWOJT USUM PSPUSUIIODSI ST STYL *399US 2oueTed oyl JO jxed wioj o3 pue
03 paxsuue o4 03 STNPaYDS o3eredss © UT PSUSTWING o TTeUS ‘JTSS3IT J99Us ooueTed SU3 UT PapNTOUT ATIUSTUSAUOD
o0 jouued 3T JT ‘WIOJ STYJ UT SWOIT-ONS JO SWe3T oYl JO AUe JI9pun USATD o 03 paITnbal UOTIBWIOIJUT SYT,

398ys soueTeg FO uorjeiedsid I0F SUOTIONIISUI [LIDUSD

SHLON

D=

o

(@7 e



Accountancy : Company Accounts and Analysis of Financial Statements

198

*T96T € TZ POIEP ' (H) 62T ¥SO "ON UOTIBOTITION AQ PoIISsul
"T96T" € TZ P93eP '$TH USD "ON UOTIBDTITION AQ PoINITISANS

43
Tee

*P9123TWO S PTNOYS SISINSESI] Pue S9TIelSIdss ‘sjusbe Sutheuew 0] seousIalsy,

[*TS6T ‘30¢ (uoT3enbsy pue juswdoreasd) SSTIISNPUI SU3

Jo € uotaoes Jo (L) ssneTd Ispun 3T O3 paubIsse se BuTuesw swes oyl sey BuTelIspun TeTIISNPUT STedS TTews ¥
[*ATeo3exredss umoys o TTEUS ‘3TOSP JO ‘JTPSID UT axe

Aoyl I9Uloym ‘sIsbeuew pue [SISINSESI] PUR S9TILILI0SS 'sjusbe Bburbewtrew] , SI0109ITP YITM SIUNODDE JUSIIND
* S9DURAPE JO SUROT JO 9JINjeuU Syl UT

aJ' UDTUM SIUNOUR SU3 SPNTOUT 10U TTEYS ING SUOTILHBTTOO Ten3ioeIjuod Isyjo JO 3oa2dsal UT JO PaISpusl SSDOTATISS
IO PTOS spoob Jo 3oadsal UT onp Sjunowe Syl SpNTOUT TTeYS SIolged AIpUnS JIopun UMOUs o0 O3 Sjunouwe auf,
- xeak snotasad

9U3 UT 93ep BuTpuodsaixiod a3 I0F 399Us 9oueTeq a3 03 93eTal 038 ‘sjunoode ATxesy-JTey Jo ATxajxenb butaedsad
soTuedwoD JO 9SedD 93 UT ‘TTeyUs JTeysd STUJ UT JuswerTnbal Sy, ‘399ys ooueTeq Syl UT USATH oq osTe TTeys
199US SoueTeq SU3 UT UMOUS SWS3T [e JOJ Ieak TeToueur] Burpsoaid 93eTpsuT 93 JO0J sjunouwe buTpuodsaiiod
SU3 ‘30V 9U3 JO JUSWeDUSUMOD 93 J93Je Auedwod a3 2I0Jaq PTeT 399ys aoueTed 3SITI Syl JO osed oyl ut 3deoxy
‘pe3e3s o TTeys uoTutdo Sy3 JO ST precd

SU3 eyl 10eI Syl ‘pojels oxe AsSyl UYOTUM Je Junowe Syl 03 Tenbs 3sesT Je SSsuTsng JO 9SINoD ATeuTpIo Syl UT
UOTJeSTTESI UO SNTeA B JOU ARy SODURAPE PUR SUROT ‘S39SSe JuaIInd oyl Jo Aue ‘preodg ayj Jo uotutdo syl uT ‘IT
[*Juswe3e3s 9yl UT USATD oq TTeys ‘ (Jsulxed yoses JO soxeys

ay3 pue Te3tded Te303 ‘sxsulred ITSU3 TTE JO SSWeuU Syl YITM) SWITT SU3 JO sweu o3 ‘surty drysasuired jo Te3tded
U3 UT SJUSWISSAUT SU3l O3 pIebal UI *INO Spew Uused Sey Jo9ys ooueTeq oyl UDTUM 1€ Se 23ep oyl Uo BUuTisTXe
SJUSWISOAUT SU3 ATUO SMOUS JUSWelels Syl JT JUSTOTIINS o TTeYS 3T ‘SOTITINDSS JISYA0 JO SoINjUadep ‘3O03s
‘saxeys jo uoT3TsTnboe oyl ST ssaursng Tedroutad asoym Auedwod e ‘Aes 03 ST jeyl ‘Auediiod juSWISSAUT Ue JO
asen 9yl Ut 3eyl pepTacid !{o3exodiod Apod Usns Yoes UT Speul OS JUSWISSAUT 93 JO JUSIXS pue 2INjeu Syl pue
(3INO Spew sem 399Us soueTed SNOoTASId Syl UDTUYM Je se o3ep oyl 03 juenbasqns Spew ‘3ou IO BUTISTXS ISy3aum
/SJUSWASSAUT TTe BUTPNTOUT) Speuwl UsSq SARY SJIUSWISSAUT ‘S9INjusgep IO SOJIeyS 9SOUM UT (Juswebeuew swes

(w)



Financial Statements of a Company

199
VERTICAL FORM OF BALANCE SHEET
B. VERTICAL FORM

Nemeof theQOEaILY oo eeee e
BalanceGheet aS Al coee e

Schedule Figures as at | Figures as

No. the end of at the end

current of previous

firmancial firancial
year year
1 2 3 4 5

I. Sources of Funds

0

0

Shareholders’ funds :

(a) Capital

(b) Reserves and surplus
Loan funds:

(a) Secured loans

(b) Unsecured loans

II. Application of funds

0

e
€]

Less :

Fixed assets :

(a) Gross block

(b) Less : Depreciation

(c) Net block

(d) Capital work-in-progress
Investments

TOTAL

Current assets, loans and advances:

(a) Inventories

b) Sundry debtors

c) Cash and bank balance
d) Other current assets

e) Loans and advances

(
(
(
(

Current liabilities and provisions :

(a) Liabilities
(b) Provisions

Net current assets

@

(a) Miscellaneous expenditure to

the extent not written-off or adjusted

(b) Profit and loss account

TOTAL




