INVESTMENT ACCOUNTS

1. MEANING OF I&VESTMENT:
Investments are asSets held by an enterprise for earning income by way
of dividends, interest and rentals, for capital appreciation, or for other

benefits to the investing enterprise.

The accounting for investments is governed by the provisions of AS-13>
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2. COST OF INVESTMENT:

Investment acquired shall be|initially recognised at COST.
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Cost of Investment acquired for Cash consideration:
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Cost of Investment acquired by issuing shares and securities:
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INVESTMENT ACCOUNTS

Cost of Investment acquired in exchange of other assets: (Sam)
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3. RECURRING INCOME FROM INVESTMENTS: (nheronk, Pividend ete)
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INVESTMENT ACCOUNTS

4. MEASUREMENT OF INVESTMENT IN BALANCE SHEET:

\“\d\ Classification TF Investment
CURRENT INVESTMENT |LONG TERM INVESTMENT
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INVESTMENT ACCOUNTS

5. DISPOSAL OF INVESTMENT:

On disposal of an investment, the difference between the carrying

amount and the disposal proceeds, net of expenses is recognised in the
profit and loss statement.
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If a part of investment is sold, then the carrying amount of investment sold
can be determined using cost formulas like FIFO or weighted average.
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INVESTMENT ACCOUNTS

6. ACCOUNTING FOR INVESTMENT IN SECURITIES:

A separate Investment Account should be made for each scrip purchased.

Types of securities

y v

Fixed income bearing Variable income bearing
securities securities
v %
Ea. Inv . in Debentvay, eB. v, in Eoy -shove,
bondn ekc. ?mf Ao e k.
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INVESTMENT ACCOUNTS

7. INVESTMENT A/c - FIXED INCOME BEARING SECURITIES:

\9/ Format:
Dr. NS (Rrok) N, (Amd)  Cr
Date | Particulars | FV | Cost | Int. | Date | Particulars| FV | Cost | Int.
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c¢) Periodic Interest income:
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INVESTMENT ACCOUNTS

e) Sale of investment:
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f) Closing balance of Investment:
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INVESTMENT ACCOUNTS

7. INVESTMENT A/c - VARIABLE INCOME BEARING SECURITIES:
/af) Format:
Dr. Cr.

Date | Particulars | FV | Cost | Div. | Date | Particulars | FV | Cost | Div.
9\( henl 10000 25000
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INVESTMENT ACCOUNTS

j{ Bonus shares received on investment:
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INVESTMENT ACCOUNTS

e) Sale of investment:
00 sale of Inv. in oy ch, the Pk ov loss on Gale will be
tatcloted and ‘hf‘-d to FlL A

wail' oy loss on Sale GJ Inv : [NLHP ©) (‘ocl-_]

the (osr of inv. sold shau be debermired Ving Weghred Pug
roetnod . (FFo if &srec{f,‘m)

f) Closing balance of Investment:

v v
Covtend Inv- [0'3 Nym v
v v
Cosroy Fmv lower Valved ar Cos} -
v
|F Frav o's lowes, e loss
Shaut be ckM&td heL.

# No coneepy Of Wvidend Actrved kvt por due.

CA AVINASH SANCHETI NAVIN CLASSES



INVESTMENT ACCOUNTS

8. RECLASSIFICATION OF INVESTMENT:
l

 Whn there it & chav§1 in inkenhon o} holdiw e invermant
Current to Long term [PKI)CPF_C TIVE) Long term to Current
V U
Te Wveriments shall be The Ivertmenk shall pe
teclassihed o lon&me fecomfied 1 Luyventk
oF *Cosr ov FMV on thot dabe” ox ' Cosk 0% (‘wmyfrg A
whitheve s lower. M 4 (vt May be-

[Ioss u'[- any on Ferlansi fa'cah'on Ahall be chovged 1 V)L-]

CA AVINASH SANCHETI NAVIN CLASSES



FINANCIAL STATEMENTS

_X_FINAL ACCOUNTS OF COMPANY:
Financial Statements as per Section 2(40) of the Companies Act, 2013,

ifw‘mmg 0Fhex 4ninge”

(i) a'Balance sheet as at the end of the financial year;

(i) a Profit and loss account, or in the case of a company carrying on
any activity not fOIfQ:Oﬁf, an income and expenditure account for the

Rtaderment eJ faL

(iii) a Cashflow statement for the financial year;

(iv) a statement of changes in equity, if applicable; and
(v) Notes to Accounts.

financial year;

As per section 129 of the Companies Act, 2013, Financial statements
should give a true and fair view of the state of affairs of the company or

companies and comply with the accounting standards notified under
section 133 and should be in the form or forms as provided in Schedule

III under the Act.
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FINANCIAL STATEMENTS

2. SCHEDULE III:

_aY Applicability:

i) All companies shall prepare their financial statements as per the format
provided under schedule III of the act.

ii) However, companies governed by special statutes like banking and
insurance companies shall comply with the format of financial statements
given under their respective acts and they need not follow schedule III.

b) Con\’renf: Ay / o \,n'X
7 \
\A / v / )
Division I Division 11 Division III
For companies For companies For ‘NBFC
following AS following Ind AS following Ind AS
Part 1 Part I1
Format of Balance Sheet Format of SPL
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FINANCIAL STATEMENTS

c) Features:

- Vekical fofmo\} v{ K-
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FINANCIAL STATEMENTS

3. FORMAT OF BALANCE SHEET:

Particulars Note | Figures as | Figures as
No. | atthe end | atthe end
of current | of previous
reporting | reporting
period period

i 2 3; 4

EQUITY AND LIABILITIES
1 Shareholders' funds

Share capital

b Reserves and Surplus

G Money received against share
warrants

2. Share application money pending
allotment

3. Non-current liabilities
Long-term borrowings
Deferred tax liabilities (Net)

o i)

[a]

Other long term liabilities

ot

Long-term provisions
4. Current liabilities
Short-term borrowings
b Trade Payables
" () tetal outstanding dues of micro
%rprises and small enterprises; and

(B) total outstanding dues of creditors
other than micro enterprises and small
\ enterprises.

Other current liabilities
d Short-term provisions
Total

ASSETS

1 Non-current assets

a|i | Property, plant and Equipment lﬁﬂd, Qlaa 'F& m, Comr ﬁ)ﬂlﬂv/\‘, ’ewr Vehidles
i | Intangible assets @? \lﬁw |(AWdW“\, $n§-‘\'WW1 ,anh exC.

iii | Capital Work-in-progress

iv | Intangible assets under development
b Non-current investments

Deferred tax assets (Net)

d Long-term loans and advances
e Other non-current assets
2 Current assets
a Current investments
b Inventories

Trade receivables
Cash and cash equivalents

Short-term loans and advances

ERAEOTIN QNIED!

Other current assets
Total
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FINANCIAL STATEMENTS

3A. CURRENT & NON CURRENT ASSETS:

An asset shall be classified as current when it satisfies |[any|of the

following criteria:

(a) it is expected to be realized in, or is intended for sale or consumption
in, the company's normal operating cycle;

(b) it is held primarily for the purpose of being traded:

(c) it is expected to be realized within twelve months after the reporting
date; or

(d) it is cash or cash equivalent unless it is restricted from being
exchanged or used to settle a liability for at least twelve months after
the reporting date.

All other assets shall be classified as non-current.
3B. CURRENT & NON CURRENT LIABILITIES:

A liability shall be classified as current when it sahsﬁes‘F the
following criteria:

(a) it is expected to be settled in the company’s normal operating cycle:;

(b) it is held primarily for the purpose of being traded; Deaivahive [npjrwmed,

(c) it is due to be settled within twelve months after the reporting date;

(d) the company does not have an unconditional right to defer settlement
of the liability for at_least twelve months after the reporting date. Terms
of a liability that could, at the option of the counterparty, result in its
settlement by the issue of equity instruments do not affect its
classification.

All other liabilities shall be classified as non-current.

Note: An operating cycle is the time between the acquisition of assets for
processing and their realization in cash or cash equivalents. Where the
normal operating cycle cannot be identified, it is assumed to have a
duration of 12 months.

OpeARking e - R hold; woo\ © wif procemirf V
CA AVINASH SANCHETI & Fii h‘hotdmg perod @) W’“’“ M‘?&Rv:ﬁ CLASSES




FINANCIAL STATEMENTS

3C. PRESENTATION & DISCLOSURE:

3. Showe (mm
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FINANCIAL STATEMENTS
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FINANCIAL STATEMENTS
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FINANCIAL STATEMENTS
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FINANCIAL STATEMENTS

4. FORMAT OF SPL:

Particulars Note | Figures for | Figures for
No. | the current | the previous
reporting reporting
period period
1 Z 3 4
L Revenue from operations XXX XXX
IL. Other income XXX XXX
III. | Total Revenue (I + II) XXX XXX
IV. | Expenses: XXX XXX
Cost of materials consumed XXX XXX
Purchases of Stock-in-Trade XXX XXX
Changes in inventories of finished XXX XXX
goods XXX XXX
work-in-progress XXX XXX
and Stock-in-Trade XXX XXX
Employee benefits expense XXX XXX
Finance costs XXX XXX
Depreciation and amortization XXX XXX
expense
Other expenses
Total expenses XXX XXX
V. | Profit before exceptional and )&’ XXX
extraordinary itepa§ and tax (III-IV) /
VL ms XXX X
VIL ore extraordinary itemgZand XXX / XXX
VIIL. |A£Xxtraordinary Items XXX XXX
IX. | Profit before tax (VII- VIII) XXX XXX
X | Tax expense: \fm'fv’( +on j)
(1) Current tax XXX XXX
(2) Deferred tax XXX XXX | XXX XXX
XI | Profit (Loss) for the period from XXX Xxx
continuing operations (VII-VIII)
XII | Profit/(loss)  from tinuin XX Xxx
operations g )"
XIII | Tax expense XXx f) 5'311
operations
XIV | Profit/ Xxx
opertations (after tax) (XII-XIII)
XV | Profit (Loss) for the period (XI + XIV) XXX XXX
XVI | Earnings per equity share:
(1) Basic XXX XXX
(2) Diluted XXX XXX
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FINANCIAL STATEMENTS

4A. PRESENTATION & DISCLOSURE:

b ¢ (onfirgonk Woh- & (ommitments -

s v
(Bs-a9) ga Amount urcatled on ?W\Hi 0d |0veshvents
D) Amk commitied vnden' o contvad- for o

tapitod amek which 5 yet 40 b f""hAM

Ulahement o[’- PAL
U \ U L
A- [ntome, () ‘D'HFQHS% () (. f’vvj,?ovlogs
v v Profit befma dax: X0
Revenoy meo ahow  [Cost of moboviah Comumd (D Tax Experass = (k%)
0 rwn Intyme Purchases of Shock- in-Jsode.  Pfilofhndox x3x
xx Chow in invenlmv ed tfﬂ’& f& {op-cr-d-sk?
E mployee (bw[& (otts
Finance Cost
Depreciohon & Pmoshsahon Efp-
0 fhen E‘ﬁYQM—M
\m‘)-NoNn_‘-

(@) Other Wntomy |

© Profs) (locs) on “mJ?/oJ FA & Invertmanks will he Shown
vndea ) hhen tncome,

lv) ﬂna A\‘ﬂdl\‘ aMwmbviable experwe stlaked 4 an them

0& otinen Intome Shak be deduched fwm ot ?W\HW)N‘
Lo

CA AVINASH SANCHETI NAVIN CLASSES



FINANCIAL STATEMENTS

\v) (,hawm N \cwenhm){ o} Wif & FG:-

T wif & Toto

[9?- Gt X% KX X ¥
@ O Stk (kx) xR (1)
A XX KA

© Dinan Fmgmm
® Ay Fees GN;M b sepenntely Aistlosed in Noves on-
lS“N\)NY\’ av oo

mLN- b Avdivy
for QHANN(L'T Audiy Feeg LS,
Ovr 0{- ok ot e*AS)QY\MD KKK
Fees Y Othon senviten % AY
Feec, %w \ncorne  Yonp mpien *} X
XM

‘Nb) Hn\\ ilem  thown unden  Obwa Epp- Shall be disclosed
Seponahly 1 1oy ond 0or c\ubbeo\ ™ m\sce\\ ErpE)
e \/o\\ue, 0} cueth yhem ‘exceeds highaa o) -
VY % fymOven Oy
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DIVIDEND

S
1. DIVIDEND: ew;fege/\“
A dividend is a distribution of divisiCle profit of a company among the
members according to the number of shares held by each of them in the

capital of the company and the rights attaching thereto.

2. SOURCES OF DIVIDEND:
Under Section 123 (1) of the Companies Act, 2013, no dividend should be
declared or paid by a company for any financial year exgip’r:

(a) Out of the profits of the company for that financial year arrived at
after providing for depreciation in accordance with the provisions of
section 123(2), or

(b) Out of the profits for any previous financial years arrived at after

providing for depreciation in accordance with the provisions of that
sub section and remaining undistributed; or

(c) Out of both the above;

(d) Out of the moneys provided by the Central Government or any State
Government for the payment of dividend by the Company in pursuance

of any guarantee given by that government.

Provided that no dividend should be declared or paid by a company from

its reserves other than free reserves.3 ¢|L Al bol, Gurwnal KQS%V(,DMA@M

- 2ogualisuh¥
Dividends cannot be declared except out of profits. SRIAV

Capital cannot be returned to the shareholders by way of dividend.

3. BASIC POINTS REGARDING DIVIDEND:

(9 vrQ&'Q\'v(dmd ) Fixed aake, to be puid btgw\y, eo\[u\'ﬁ : Isf (v lahve
BANEIN ooy dividends fo be decumulaned Q pod.

\n) €oy Hividend) No fivedAche

Q 9ive o alwoep powd o Aiscy ehion 0& ’rNCOrvaJ.

@) \rerim Pvidendh d €Y we pwht se ¢ o ividand

Ginod thvidends) Thv. o\ec\ow_d o+ AWM pub OHW\‘S 0'— W"“M-
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DIVIDEND

4% 4. DIVIDEND OUT OF RESERVES:
if i ang finandial yeon, doe to inadeguac ogy ik |losien, co.
dider o' disiwbure Qivifends ouk eﬁ‘m\{s emned W i
0 D¥eVioNs yems and '\mvm?(/\ﬂed Yo 1€yenve , e divichend
shalh be Astnbyhed Subjed fo e ot A tondihiow, -

U Moy voue 08 divideng » vy dividend Aake eg— {mwd{o}?l\I pueceed.
'\'\8 ) ew:
7)) Mt witndoooal fwm wasever: (0] of (fusc+ e

(i) The ¢ loss chall be 1or 6% % o;daim¥ amk- withdguon.

;)\'w) Min bod 1 Fee sesewven «6\% with dhs s - \;—(. bh PUS( -

Méx withd. i lowea D* q’sﬁﬁv
\'V
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DIVIDEND

5. ACCOUNTING FOR DIVIDEND:
a) Setting aside dividend on declaration:

flL A -V

10 hvidend \)o\\‘a‘o\q He

b) Payment of dividend:
Qevidend \)(1\1000\!, A -0
10 Honk Al

6. FINANCIAL STATEMENT PRESENTATION:
©) Bvidend declontd duving tre yem ) Shown aa an
awwyﬁmh‘m {'-vm L " notr b Rju 06 R4S

\9) Bividend }\)ow‘oub\e OF e end ?) Othen (usvank Liobilie

U)PWYUM (hividend ) NoNn o By Disclosvae
2

7\ © v decloved ofton ¥y dae 3 Distlisurc in Notw:
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BUYBACK OF SHARES & SECURITIES

1. MEANING OF BUYBACK:

Buy-back of shares means purchase of its own shares by a company. When
shares are bought back by a company, they have to be cancelled by the
company. Thus, shares buy-back results in decrease in share capital of the
company.

Advantages of buyback:

(a) to increase earnings per share if there is no dilution in company’s
earnings as the buy-back of shares reduces the outstanding number of
shares.

(b) to increase promoters holding as the shares which are bought back
are cancelled.

(c) to discourage others to make hostile bid to take over the company
as the buy-back will increase the promoters holding.

(d) to support the share price on the stock exchanges when the share
price, in the opinion of company management, is less than its worth,
especidlly in the depressed market.

(e) to pay surplus cash to shareholders when the company does not
need it for business.

2. TRANSACTION STRUCTURE:

<®‘:J{lu|'{'\! show

Lom(mna

J/ @ Cmih Pat'd

A (0;0\‘ back ‘m‘ce) b

@ um'v Bhont (ayntol J/J/ Sale ed‘ [nVer tmen)-
o~"’” Corn A fhank,

Eovvhl\{ shanth-

2
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BUYBACK OF SHARES & SECURITIES

3. PROVISION OF SECTION 68:
a) Sources of Buyback: (mhy WKaha 42 QQ&AW
\) Ouk of exiShing assels 4ot exlmo{ bl in  free sererves
d Setunhen fremivm ; oA
lh) but e& 15¢ve © N;w ghow (Ecephion : Eoy.showen cannot
be isSued Yo Yotinen {\mdo ‘ov buy bk 0& Eay . shwws)
lm] Out 0" bOh'\

b) The existing shares must be fully paid up. If shares are partly paid,
Final call must be made and received before buyback of those shares.

\y c) Limits for buyback:

1) Resource test:

My Gmovnk hak can be vsed frv bulback - asf- of (Pusc + FR +¢)
|morey) I’

Mot no-o(} ey ehow ok can be bWX’*budﬁ (Eapuity)
= _ Mo a.nM—
2) Shares outstanding test: b fnce

Mk No -0} £ shm» -\’Y\Nr ton be bovehk badk
& OW\A\ ‘0‘& Eo\w\\"l s howay

\\0
) \\ (w 0 &
QA“Q’«, SQO%X,&%?‘}/& eq B+

3) Debt Equl’ry ratio test: (SoIVenL1 kAt fost buy bade D]F Touho - MRy Ac)
© Psesenk Debt = xx % (Deor indvden oMk bukide Linbiling)
() Present fopby s RXX leaguity includes fust + FRASP)
@ (in Post Bugbodk Eo> X%k (o of fresenk DoY)
W) Pilvhion in Eopuity- (2)- (3)
\5)'D|\vh0n\fzw sh bov}\\— acL: WY |89 (e & (RR)
- Mog 10 b Eay th Inok can be bh: (Y)

[G]
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BUYBACK OF SHARES & SECURITIES

4. JOURNAL:
a) If existing shares are partly called and paid:

Ea\‘v\'h\ Showe {{naj (oAk AJc - X¥
To Eo\’u{’c\l Shove  Ceng R RX

bak Alc — A
To f:o\/vfl"I showt f"\u (A ple  XF

b) Buyback proceeds due:
F"\I"“‘( shone (aymiad Ajc - (Face valve)
Ptemn: on Mbad& Rlc -7 (ffem OVeA fate valve)
To Eapuity shonchotden N |Avyback price)

c¢) Issue of new shares:

o N|c -7 XX
1 (e} Showe (apritd A ¥¥
10 §Qc"- f)Tem-AC)ir” XX

d) Sale of Investment:
hank. A > (sP)
DL A =0 (0ss)
10 Inventmenk Ajc (Govnying amt)
 fIL Ajc (Popy)
e) Payment to shareholders:
eo\lvil\\ thoveholdew B[N XK
To BanL e KX
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BUYBACK OF SHARES & SECURITIES
%0

f) Writing off POBB: P fﬁﬂt
¢ |GR\ el Al e ¥
1 P9em: 0n (bv\iba\w.&p X

¥ Couahon OX— CAR'- lSed\'on-QQ)

t ea\,uil«a Shovwy ont houphk back ovy o& eshyg Assels Hun an
amounk eoyuod to i ‘-NQ value of ayuity thonn 50 bovphr back.
ooll be Yrkd fem free¥es K Sec- frem- o o new vesenve
toMed CAR. Tws CRR con On\\1 be used on 155 U OY- f\)ﬂ*’ fw‘d
Y bonus Showr:
i”/Q @ kab bonana heil) 9 whn shaven ot bw(ﬁw badk WHS en';b‘r3 asseks

) Y\\W bonGng hes?) 3 o ‘m‘yxﬂc}- e inhont \9& Caedib-

L) Kikna Yanara Nai), face valve 00 Shove bole\r back.
ckkz(lfau Value "\E‘V sh 68 © Face valve Gépmw th 1ssved )
) kaho S€ banans 4w Hal. of Free veseer & Sec- Prem:

Sf Ale —fv
GR Afc —V
PIL Afe —V
To CRA Al
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CASHFLOW STATEMENT

1. CASHFLOW STATEMENT: (AS; 3)

1) Mandatory part of Financial statements of a company:

2) Governed by the principles of AS-3; (((mhflow %(IMNN)

3) It is a summarised and organised cash book;

4) Tt shows[movement]of kash and cash eguiva!en’rs|during the reporting period:;

5) Movement refers to inflow and outflow of cash and cash equivalent;

6) Non cash transactions like depreciation, provision, issue of shares or debentures
for consideration other than cash etc. are not shown in Cashflow statement:;

7) Final result of Cashflow statement is "Net cash generated during the period” so
any inter-se movement among items of cash and cash equivalents is not shown i)

Cashflow statement. Ela - (gah A Oﬁimd np ﬁ’(\{\k’ (onh w{-}hd{qw\ fWNM,
vac\f\M\ Sale v} Mmalkerable seCunnh® ek -

2. CASH & CASH EQUIVALENTS:
a) Cash in hand;
b) Balances with banks; (Demawi de“S"h)
c) Cheques or drafts in hand;
& d) Marketable securities - \aver manks ho\\'”‘& \lowivz I Chonochonshiy -
\) Vory ohork leym Tnv- (man madvaly ) monin prm doke of nvarjrury)
U\) Wehl \\‘(Ivvfd
i) (onverhble inYe Known Qi ﬂ (onln
\W) InSijnificant sk of- change. in volue: 1. (9 for Sm oxlem, Jav in
(ovt Sec: with rmakety of-hm ov lpw, Inv 0 frefsh o Db of-Lo- just befone-
Note: Status of Bank overdraft: =iy Moty -
0 1f Boak ovd is o lempovoe feaver = TH thatt bR wended ov
0| oy frahus. - 3t thl Pt f
W)+ v w s Aaken &y o hotivowi g - Finanung athvs
K lwvpechve o‘» e ohove  Clussifscohion, ia 0)\5 Pan o) will also
be Shown 6 Shod hem [www\'rr
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CASHFLOW STATEMENT

é/ 3. SEGREGATION OF CASHFLOWS:
Three activities

A\ 4 \l/

v

Cashflow from
Operating activities

Cashflow from
Investing activities

CooFlowe selobedt fy'
O Panugad ALvenue
Ywdou‘na achvibv

Cocnflow snetabed -
0 forchave| SOJQ FAs

q (o(m ven 4y
) AN 9esidval fherw

CA AVINASH SANCHETI

Cashflow from
Financing activities

pvvc\/\wm\%lt llnvm
s Mw Tetabed b hm Inv-

(oh{1ows ~elobed o'
() Showe i3sved b ok
\b) Deh \'ssuzd\ dmp
(£) loan tnven | vespa
\d) |0 v o vl
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CASHFLOW STATEMENT
9{}. SOME SPECIAL ITEMS:
A Income tax:
W Seam ahion of Income 4ax is owvarlable - Cro\ssihj i+ accovd"«ﬂt
\L-a Dividend 4nX: fin-Acr-, Cc\rilo\l (oivv {0k » . Ak, e+e)
@ Seaveaa)n‘on is not avoilable » C'am"f\a b under. OA-

k) Extraordinary items: (ﬁS-'i)

Thete ihems ghayl be cepe/\ahzla disclosed vnde 4e head Ho
|
Whith they auloded

sz Loans & Advances and interest received: _(p\l pihen)

Ponkico loam Non F.‘nana‘ns enhhy Gmw'uf enkyy
loom %iven in Ovd|‘r\aw1 t:ovmofbvn'n' 1A oA
larerat eomed on such loans [ oA
Inverdments i Ovdineny covrse of buSinm- 1% 0A
thvidend eomned on suth \nv- k) oA
Rdvonce %ven to supplier lm\a\o\,e& ] oA
loarw ||nv- in subsidionies IR 0
Div. vecd (—'mm Subsidiovien A 10
4J Loans taken and interest paid:
?W\h‘w\Wy) Non Fnandw [nGneing
Deposibg accePMd in o:dinov\a (ouvse of businen  FA OA
\nr pacd 00 such deposit FA oA
Q)O'('fowfy\.&;( Yo Xen FA FA
Int pacd on  (bovs. fA FA
Dividend pm‘d Yo showtholders A Fp
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CASHFLOW STATEMENT

5. PRESENTATION OF CASHFLOW STATEMENT:

Particulars Amount
A~ (ash frows Jf\nm Operdhing Ohvihes XXX

' "~ (vw ‘.wmvopmah’on (e46) xx
& Inteme  dos¢ paid (x®

B. (:m\k‘—lows From \ﬂvenh'né oathvi hto X R X

C- 1 ‘ Hnanu‘né ohvitien KR X

Net (psh Wmd duving e Jem? XX A

(P OP' CACE bou - XXX

M. CACE bod- X XK
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CASHFLOW STATEMENT

6. COMPUTATION OF CASHFLOW FROM OPERATING ACTIVITIES:

(Lonh {3dm Dpenaiorn)

|

Direct method

\
under ¥nis reetnod, CFHO
is calculored b\| idenﬁhir&
SouveeN o“. inflows and
0utplows o CALE nden Opowtig

ochvikien-
Poanhwlove A
Cmh Salen Y XK
tolethon From Debhoy  xxx

Ohan Openling treorre el XXX

Canh purchov (x¥¥)
fosgprran o Crediny (¥%x)
Ioyroent- B Egervy box)

Croh fwm Q)Y?/\M\'on XXX

| rm.

J
ﬁ‘ Indirect method
v
Net Prelt 5 Grohfaom opesohivn
Covhw \own Ary-
NPBTA EOT =) XXX
ﬂ&)'vs-lqu
M Non lenh irerm
included In POT : AXX
@ Non operahiy jleny
induded in PBT > xxy TUO
Operaing profi- (Peczual 3 Yoox = 2
om'g Cnpdw\gu 390
InC 'n Deklov (xxx) (D)
Dec in InvenhYs xxx 105D
Oec in (aedihvs (xxx) (Fuo)
InC '\ CcL X X X

22D

Yusp
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Conih frym Opephor - 255D
() InCAoy pocy
€0
lac '\n CA Cxxx)
Dec \n (A XK X
In¢ 'n CL XXX
Pec 1in CL (K)‘)‘Z

Conh fwm UPMM\KXX
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CASHFLOW STATEMENT
7. COMPUTATION OF PROFIT BEFORE TAX: [owtn f|L infy 1s 1ok amn)

If Cashflow statement is to be prepared from comparative Balance sheets

without information about profit before tax, then PBT can be calculated as

follows:
Particulars Amount
U bak 0& PAL Alc (R]5) XXX
@ 0‘\ qu PaL Al (B)s) (Xx®)
NQ)r 14 Appw - A ton XXX
Adwﬁ\mu\k %f{ wWpriahn'-

: &) %iv. declowed KXY
) Tvonufn 10 ientves KXy

@ v Yo X A

N Y YR X FR

) lncome dove BRpense 189
(fm b&MnPMUM\,) _ifl?;

g TXA
8. TREATMENT OF PBDD & DEBTORS: [81%] ObT & £os o XXX

Afteanodive § Atrenafive 2: (Eran)

(© 7400 chonted to flL Shalf be | Divechly omwiden Charge (0 Ner
NV QWek bq;,\& o non (e Thery: Nbovi in we Cha
’ 0 \nort P00, Bod Debis epe -
1B chowied fo f\L: - PHOD-(0
it (E»\o)
() Consider chonge i Goss Deis
W change elimfnahirg
e, U(&Qd* o*— i DebLs-
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CASHFLOW STATEMENT
9. TREATMENT OF FOREX FLUCTUATIONS IN CLOSING BALANCE OF

FOREIGN CURRENCY CASH & CASH EQUIVALENTS: [5,A-f45¢)

ta- KO fvh Ud. suceived 45000 fyom o US Lushima on 12:23.
2§ voue on H0x doy W0 84 . AF bhe g, $30000
wos. Kl ovonding m o b of LAt in e B 2| $on 313

won 18ul}.
1\ Bl
Evchange (ain 36000 CACE 2520000
(& 0000 % %1) (300060 X84)

In CfS
Adivskmant £ e un¥eokised ewnw\ga «am‘n o& 230000 shalk
bg el oured F‘wm PT i (FFOP-

Reconciliokion” Atyen Adj 1, 4re U I;Mf}dl(e w0 pen CFS wrll nop
%w\\ ¥ CACE bod: ovp pon Ml5: 50 m Po AS-%, & gecon.
shoul’ be Pw\u\tm in NbYw b Ajin-

P aviculown Ay
U CALE v pen LFS Ay 20,600 ( §30000 x83)
W X dhange (ania 30000
U CACE v P e JA3,20,000
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INTERNAL RECONSTRUCTION

1. MEANING OF INTERNAL RECONSTRUCTION:

When a company has been making losses for several years, the
financial position does not present a true and fair view of the state of
the affairs of the company.

In such a company the assets are generally overvalued, as the balance
sheet consists of fictitious assets, unrepresented intangible assets and
debit balance in the profit and loss account (showing the carry forward of
losses).

Such a situation always leads the company to show a higher net worth and
not depicting a true picture of financial statements. In short, the company
is over capitalized. Such a situation brings the need for reconstruction/
reorganization of the affairs.

Reconstruction is a process by which affairs of a company are
reorganized by revaluation of assets, reassessment of liabilities and by
writing off the losses already suffered, by reducing the paid up value of
shares and/or varying the rights attached to different classes of shares.

The object of reconstruction is usually to reorganize capital or to
compound with creditors so that company can be bailed out from
present situation without winding up the existing company.
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INTERNAL RECONSTRUCTION

2. PROCEDURE OF INTERNAL RECONSTRUCTION:

Company is incurring huge losses and has huge accumulated losses

and overvalued assets in its Balance Sheet

l

Directors makes a scheme of reconstruction

l

Scheme contains details about sacrifice/settlement with

sharegholders & creditors

l

From the profit arising from such sacrifices, the accumulated

losses and overvalued assets are written off so as to present

true and fair view of company's affairs

l

Company applies for new loan or issued shares to promoters or
existing shareholders to gather new funds to continue business.
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INTERNAL RECONSTRUCTION

3. ACCOUNTING:

The accounting for reconstruction process is carried out through a special
account called “Capital reduction A/c” or “Capital reconstruction A/c”.

1. All sacrifices from shareholders and creditors & all other gains
are credited to this A/c. (igh | Aket A

ok A[c Asser e
TOCap-K{dn Ajc To &\v'ﬂed\n Al

2. All losses and writing down of assets are debited to this A/c.

Lo R Cop Redn i v Assek ('_o{)-ﬂ\(dn Ale A

e— o PS5ek A
3. it balance of profit & loss A/c d fictitious
[/ssets shall compulsorily bp written off:
In rew (CAY mO’r,\n}o:\s‘ub\e Car\'hu Redn Rje-v XX
wvath v Mok peany wiikien To flu Bc 9!
ompolsonly vrlen e gpuuation 10 Fickinovs ameks Al X3
provider pusifre info-abukwredes”fo [nbargible Asser Al XX

4. Any credit balance in capital reduction A/c after reconstruction shall
be transferred to Capital reserves. If the balance in Capital reduction
A/cis insufficient to write off losses, the deficit shall be provided for
out of existing reserves in the Balance Sheet $ec 04em Al X%

Cow Redn flc v an{ Oen-Res-Alc v oy
To (ap- Restve Bl N Cap Res Ale 4> xy
To (oy-Redn A kx

5. While preparing the balance sheet of a reconstructed company, the
following points are to be kept in mind:

(a) After the name of the company, the words “and Reduced” should
be added only if the Court so orders.

(b) In case of fixed assets, the amount written off under the scheme of
reconstruction must be shown for five years.
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INTERNAL RECONSTRUCTION

4. SACRIFICE FROM SHAREHOLDERS:
a) Alteration of Share capital: (SQCHM 6\) N0 (n{n}o.! G\Qdi’d’)'or\ ) (1 No
\

preit

\ \ J J ol
Sub division Consolidation| [Conversion of shares Increasing
of shares of shares into stock and vice authorised
v (SPIIH versa Share capital
E- 1 sh of 2100 comeled V] V
Yo 10¢h o% |0 ench E% 10000 £a, Sh anuo each  No onbey
COnVaadint § ik .
v oy Bls (Piscionw

Ea, i (op (R106) Ac ¢ 100 \ieh)
fo ta sh (op(@0)AK 1O

o)

1 4

v

EN gh(Av [‘}\\o) Ak ¥ \poow
To oy e Shadke . \ooowo

Ea. |0 Ch °(f 1 10each
converked to loh o& £100

v

Eay sh Ca (1) Ale 1< 100 (iosk)

To boy sh (og (E00) Al \ov
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INTERNAL RECONSTRUCTION

b) Reduction of Share capital: fifs [SQC G{(o)
\
\

\l’ A\ 4
Reducing both paid up value Reducing paid up value
and face value of shares only
\,
foyth - L6h ea 710 M\l ?w.l& Eq/v 15h 0(} 210, ¢
L don v(} 16 M‘ Y““d L (h %} 210 2 Fau‘d
v v
sh Cap (210) ~~ 10 Ey ShGy Blcor Y
A To Eay Sh Gag (26) e © &f% (o Redny
10 C»‘)'?\tdn fAc 4
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INTERNAL RECONSTRUCTION

5. TREATMENT OF CONTINGENT LIABILITY:

\ \

If waived off or If it has to be

not to be paid paid for
V V

No Proftt no logs Tt i & 1055 fovine Co-
U J
No bk Ca{) Ledn Ajc £V
To Pank Al [ Exysh

cap A

6. RECONSTRUCTION EXPENSES & PENALTY FOR BREACH OF
COMMITMENT:

(a‘}ﬂu& Redn Alc v Xxx
o hank Ac %X
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INTERNAL RECONSTRUCTION

7. SHARE SURRENDER: (8IS 7§ 88)

In this method, shares are divided into shares of smaller denominations and
then the shareholders are made to surrender their shares to the company.
These shares are then allotted to debenture holders and creditors so that
their liabilities are reduced. The unutilized surrendered shares are then
cancelled by transferring them to Reconstruction Account.

Journal entries:
ﬂ On surrender of Shares by Shareholders;

EoVuu} Shone Coyntal K¢
o m Curtenden Aje

b) On issue of shares out of shares surrendered:

\) Showe suanender R 0) (radWr Afc
To Showt Ca‘).'m K 10 Showe 10 Ajc
To Car- Redn Alc
(M(J\thY‘\)&b Ale A 1) Ghowa Survengen M 0
10 CO\‘n ﬂ RO"\NL To Cﬂ\vﬂo\l Reduthon ¥c
“u\\ valve o& Link- sehtled )

c) Unissued shares remaining at the end of reconstruction process:

Shoe Surrenden ke A
ol feduchon Nc
| bidonee, in “shant suanender Ale)
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INTERNAL RECONSTRUCTION

8. INTERNAL RECONSTRUCTION v/s EXTERNAL RECONSTRUCTION:

Basis

Internal Reconstruction

External Reconstruction

Liquidation
and formation
of new
company

Reduction of
capital and
varying rights

Legal position

Legal
formalities

The existing company is not
liquidated rather the capital
and debt structure s
changed to bring the
company back to normalcy

There is certain reduction of
capital and sometimes the
outside liabilities like
debenture holders may
have to reduce their claim in
this scheme.

Internal reconstruction s
done as per provisions of
section 61 and 66 of the
Companies Act, 2013.

It requires court’s
confirmation and other
legal procedures before it
can be implemented

The existing company is
liquidated to form a new
company in which the existing
shareholders become
shareholders of new company
as well

There is no reduction of
capital. In fact, there is a fresh
share capital of the company.
The shareholders need not
vary their rights in company

External  reconstruction s
regulated by section 232 of
the Companies Act, 2013.

It can be affected without the
court's interference and less
time-consuming process.
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AMALGAMATION

1. MEANING OF AMALGAMATION:

Amalgamation refers to the process of merger of two or more companies
into a single entity or where one company takes over the other by outright
purchase. Therefore, the term ‘amalgamation’ contemplates two kinds of

activities:

(i) two or more companies join to form a new company - Mergers; or
(i) absorption and blending of one by the other - Absorption.
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AMALGAMATION

3. PURCHASE CONSIDERATION:

For purpose of accounting for amalgamations, we are essentially guided
by AS 14 'Accounting for Amalgamations’. Para 3(g) of AS 14 defines the
term purchase consideration as:

the “"aggregate of the shares and other securities issued and the payment
made in the form of cash or other assets by the transferee company to

the shareholders of the transferor company”. (urthoning Co -
venioy to-

The important point to be noted here is the amount paid towards the
equity shareholders and preference shareholders is only considered as
part of the purchase consideration as per the definition under AS-14.

Hence, it should be noted that purchase consideration does not include the
sum which the transferee company will directly pay to the debenture-
holders or creditors of the transferor company.

COMPUTATION OF PURCHASE CONSIDERATION:

\
v Y

e fjrapts e et el sregrod
i !

Bm} ‘)mid ) GOV.SV\M*\-O Vo = XX K Todod four value & ok

Q) *

v oafiep 0 e Veoes XXX ormeks Ko X KA
fcy W | ©) ?ot\'able((ui 1) valve
O b 4o - (A K)

NATO ) Tx
AR 6& Goodw?t'\\ © KX
C KX
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AMALGAMATION

4. ACCOUNTING FOR AMALGAMATION:

For purpose of accounting for amalgamations, we are essentially guided by
AS 14 ‘Accounting for Amalgamations’.

BOOKS OF PURCHASING COMPANY:

For the purpose of accounting in the books of purchasing company,
amalgamations has been classified as follows:

\

Amalgamation in the
nature of merger 974

\Z

Q) QVfc)l\W
5 conds horw (604) - o
QO AN A4L o) Verder chal be i

5\\ 0-Co: 'mc\vo\(.\a Resuven &

\08eny
i) AN RAL 4o shat be sborded

o el valvey
i) Bieaak 40]- of Eoyshoveholdes
Vo - nqiee) b betome By

%QCQ-WH\LW\M-

(W) T e(NsNMLh- s& V(0 Yhauk

Eay Shoven of 3 000 v
0C- trourionaldywn rww\ be
V(k\d\ i (orh-

(¢) o~ wil Loy 00 e sl

J/ e&vw
Qoo\im& 08‘%00
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Amalgamafion in the
natyré of purchase

7

/

7 ‘} m\T c0ndrhomw fm‘ls

Vu wha mashad
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To be vsed oniq i Apenhor specife
AMALGAMATION

URNAL ENTRIES:

\_Amalgama’rion in the Amalgamation in the
nature of merger(?ooh'lx ?I |k Mmd) nature of purchase
a) PC due:
busirem furthare Ke W (PC)
%am To li(wl‘o\odv" oJ‘ Vendor glt
#8b) Assets and liabilities taken over:
(P Rssers Alc -0 (ax Mk valwe) sseks oken Oven) Ac v (o foivabe)
loSsen Bj¢ v Ner 1 Goodwil Ale A (f)
(ot on Mergtn M - (@-f) o 1o Wab-(1akenoves) M (ar\fmyabb.
7o ®1) Lio- M (at biokvlve) Aver)
70 @) Reserven A T Businem Purchone Al (¢0)
10 Gusinem fuvchane Al 1o (afrito) Resewe Bic (&)
To ik on mangen (Q'H)

(3t £C2R10 9 Goo dwtt
Pro}it on mexgen Afc AV ¢ A NATO D Q;rﬂeswe)
vo (apitad Resenve A

CR|eR| Pl e
fo 1055 on N&Aﬁ)(,

c) PC discharged:
Uiy - of Vondot (o-hje £ XX
fo hank RAjL KX

my, To Eoy sh Lo AL wx
po L

V\y 0 P‘Q? N (m? AL N
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AMALGAMATION

JOURNAL ENTRIES:
Amalgamation in the
nature of merger

Amalgamation in the
nature of purchase

d) Payment to debenture holders:

o

e) Amalgamation expenses paid:
CR|GR|P|L Al ¥
T fank Alc

f) Statutory reserves:

No Enag oo alk e
fos. ooready H{o-

g) Mutual set off:

Qane
h) Unrealised profit in stock:
CR[O P #e AV
fo CrClC Al
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A ¢ I K%
R A

To Dthenkvas RlL ¥x
To Sec Pyem: Ac ¥

(Loodwill \Ca‘) Resenve ALV gy

0 Hank Al N

’“f—\mal?f,mc»h'on Adjus}ww Res- ey
rTo SAanhw Aesewve e Ax
R S’ca}vi\)ﬂ Rec- & Pmal- Aidy- Res- will
b thown vndea RAS A e B
o‘- fu'rbham‘v\x (o- ™a AmMad- ﬂ‘é‘- Res-
wil\ opyeon o A -Ve bpdance.
Ea. Deve\ovww Rebre Resenve, QMWW fes,
Eﬂorl pﬁﬂ‘ vesewer, \nv- llowarce SN

\iokilitien Rfe —¥¥
T Asset e

L
KX

Goodur! [Gop Resenve Ac 1
To Srock. A
DRP = Vialue % Shck ) Gf movgin
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AMALGAMATION

BALANCE SHEET AFTER AMALGAMATION:
Cone 4 \} furch- (o. 's o new Go- D Utka KnMudXa Kuth nohi,
Jo 'ilb hva hait &sset LS - wah'
Co2 =+« iSan emichy G 2P
AAL < Khudka ® Tlo Accered Liod.

ok
] Cuv thove metnod IY\MUM me.shod
Lh Cap Aot Aame
R&s a) ch)nom'ng@. 2) Puvdn Go-
o b) StalvhryRes ) Vendov Co.

c) Amal pdy Res. <-)loss| vo}sr on
d) Cap: Reseve meagen ody

‘o ResSenver
Debentvars Qo-(c)mmi«\g G® %8 syved '\'DVengtg
OWen Asses Al  Povda o D Nendox Co-
§E2 seve
@ unvectised Py
Oloymant o exp
&0‘0 Awt\| vt X
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AMALGAMATION

BOOKS OF VENDOR COMPANY:

jv)' The Accounting in the books of vendor company will remain same

irrespective of the accounting method followed by the purchasing
company.

_)z) The books of vendor company will be closed by using a special account
called “Realisation A/c”.

Journal entries: /

Step 1: Transfer all assets to Realisation A/c at_book value:
Realsohon Alc —6
To Accets Afc
Nt & Don'd close losse a'iven on Rsser cide o A
19) Oebtovs & PBOD o FA A& fvovfordepo shall be ¢losed
mperely @k Gvoss amovats-

(%) (onh & Gork B shal)l be closed only if- ¥ is fowen vves
by Purehaing Co-

S
Step 2: Transfer liabilities taken over to Realisation A/c at book value:
liad: Afc =

T0 Reakisadion Al

Notel- @ liak. noF daken over chaxd nor be ¢losed:
")  Dond close Reseaves A& Showe G ol
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AMALGAMATION

Step 3: PC due:
Pwo,ho.m’n's G- ¢ (¢¢)
To Realisahon Alc

Step 4: PC received:

Pank. Ale —8v
503\?\0. Eoaysh in P Co. Afc 1)
§v.sh in PCo-Afc ~0

To furchomnry (o- Af¢

Step 5: Assets not taken over, realised by vendor company:
Pank Afc —v
7 Reali's®hon Afc
NN .- \Gnove fnjﬂr\\osc because ot will au}offwirquy

be ao!)'vsmo\.

Step 6: Liabilities not taken over, paid by vendor company:
k- Rl <V
0 hank Afc
1S ﬁﬂ‘& diﬂ- onisen blw Mok valve & 90\\1¥Y\9!\)r. P)uws Showd
be '\'f\:‘d\ v Aealsohon -

Step 7: Amalgamation expenses paid by vendor company:
Real'soahon Ry v 3ot
To Aank AL 260
I} 8- specifior -inat dmal exp paid by Vendov (0. will ke feimbirsed
b\‘ QUY(‘)'\O\m'Y\{ Co '
O furch- G e ST (D Pk Ajc v goe

To Hank Ajc OV T (’Wchamg(os.g;
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AMALGAMATION

Step 8: Payment to preference shareholders:
@ Proceeds dve'-
Paf. sh Gp N < -0 (face volueg)
Readisahe n i« v (fremivm on recdemphon)
To Pnf shovvedno ldess Ay e

1) {aymonk aav
P12} -shoneho Io(w M A
ro Pfe? In Puvch- (o- Pe

(g0 whs 10 mau oy, fox tham)

Step 9: Equity Share capital, reserves and losses transferred to Equity
shareholders A/c:

bog sh Gap Ac o (foce valw)
Xesv\vcc:vﬁ['f -0 (aM)
61 0 (0%sen B
o f:ovuf#\’ shaehgldem Al

Step 10: Close Realisation A/c and Transfer the profit or loss to Equity
shareholders A/c:

Qaghss - Voo loss
Realvsokion N« Ay EOv-ShW\!h'-h-,c‘W
1o Eoy . shavedholder M 1 Aok sobon e

dany bal- Coah 4 Bank
Step 11: Payment of PC to Equl’ry shareholders:

Eoy showeho ldem He -
% Eagsh in f Co- Al
[ 10 (\.mh&")OLNL A
Jo Jo ke liye fC mai aya)
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AMALGAMATION

6. CONCEPT OF ENTRIES OF SHARES ISSUED AS PC AT PAR VALUE:

The students will note that purchasing company is left with a large debit
in the Goodwill Account (Step No. 2) accompanied by quite a large
amount in the Securities Premium Account (Step No. 3). The two cannot

be adjusted.

However, it would be permissible to negotiate on the basis to the market
value of the shares but to make entries only on the basis of par value of
shares of purchasing company. This will mean that Goodwill Account (or
Capital Reserve) will be automatically adjusted for the securities premium.

LK@M as)
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CONSOLIDATED FINANCIAL STATEMENTS

1. CONCEPT OF GROUP COMPANIES:

a) Many a times, a company expands by keeping intact its separate
corporate identity. In this situation, a company gains control over other
company. This control is exercised by one company over the other, either
by purchasing specified number of shares or by exercising control over the
board of directors. The companies connected in these ways are called as
Group of Companies.

b) Constitution of Group:
Parent or Holding Company

V v y

Subsidiary Company Associate Company Joint Venture
v (#8-20) y (As-29) | (As-at)
Conim) Qir\i&\'cm& |n?\umce Join Conbn|
\, | {
One (o holdn mbax then one Co-holdn Q7.0 Jointly contrlled enklin
. bay shoven f fe M0 o(w.swm,, o} v pwndomets
OJNI\((’ fhe 04y (o- | OPQMkh‘oN)
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CONSOLIDATED FINANCIAL STATEMENTS

2. CONSOLIDATED FINANCIAL STATEMENTS:

&J Consolidated financial statements means financial statements of a group
as a single entity.

nyroup refers to a cluster of companies which includes a parent
(holding) company and all its subsidiaries, associates and joint ventures.

Je’f Consolidated financial statements are prepared to provide information to
the users of financial statements regarding the financial position of the
group as a whole.

d) The consolidated financial statements are to be prepared by the parent
company. So the holding company will prepare two sets of financial

statements: ]
\ 4 \ 4
Standalone financial statements Consolidated financial statements
of its own (9"5) of the group (LFg)
e) Preparation of CFS:
l
\
y J J
Legal requirement Format Procedure
Section 129 of Cos Act Schedule III AS

f) For preparation of consolidated financial statements, we will need the
standalone financial statements of the holding company, subsidiaries,
associates and joint venture.
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CONSOLIDATED FINANCIAL STATEMENTS

3. CONSOLIDATED FINANCIAL STATEMENTS WITH SUBSIDIARY:
tl'he procedure for preparation of consolidated financial statements of a

holding company with its subsidiaries is provided in AS-21 “Consolidated
financial s’rafemen’rs")

A. Rules for Consolidated Balance Sheet:

J()/Line by line addition - While preparing CFS of the group, the SFS of
Parent and its subsidiaries shall be added on a line by line basis.

b Full Consoliclahon retfnd

¢ Analysis of Profits (Reserves) of Subsidiary Co.- The reserves in the
Standalone balance sheet of subsidiary co. had to be analysed as follows:

J J

Pre acquisition reserves Post acquisition reserves

Balance in reserves as Profits earned by it
on the date of after the date of

acquisition of controlling
interest by Holding Co.

y

Signifies profits earned

acquisition of controlling
interest by Holding Co.

\’

Signifies profits earned

by it before acquisition by it after acquisition of

of shares by Holding Co. shares by Holding Co.
I I
v v v v
Holding’s portion  Minority’s portion  Holding$ portion Minority’s portion
\4 \ V v
(oc M- It (omaoli dored 9gaeve M- et
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CONSOLIDATED FINANCIAL STATEMENTS

¢) Cost of control:

the *Cost of \nvestment g Boy - Shiwen o} Subsichiny b in 4 P[s of Holdig

shall e eliminaked aam’t‘% ?mpofHonm et assek 0? Cubstdn‘o:g Co.
on +he (dade 06 O‘C(A{V\S\'h‘on-

Ponkculom

Amik(3)
Lost o} 100k in Eoy s of § KX

© Pwpothonake” ik gmeks o} belorgirg b

| Eoy- Shant wan‘hw XYY

(Qn o\ca‘w‘sil:u) R&S = XY (£xx)
Goodusill | CR 9 XRX

(PCprerossed (PCZLreromer)

d) Minority interest: Portion in net assets of Subsidiary Co. held by share-
holders foutside the group.

Ponh wlow

Amd
(oshion o} She Cow of SUd. belonging Y0
o J c‘\f& thim = XXX
@ ¢ ednpefi - o v - XX

onart on dobe of Aoy . XA

@ v+ Qostaca, pwfit of SUd- belorgin
WM ‘! Muhiﬁwzﬁz [Ne+ mehﬁsud-
o INF O p;).) Dk, 7 R on BJ5 Do
@yt
' Y4
Mm-Ink. 1% shown on \('ﬂb'S\'dQ or (A% on @ X &mm

Nadh\& bRhween Sh-fvndn & Non (uvfenk Linh -
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CONSOLIDATED FINANCIAL STATEMENTS
Cpeciad (o'~ M- 1Nk in (ane of 10%en &% CuleSi- co -
(8 {0 tane Subsi.Co incyrs aloss in a yowhiculon \ oo, ¥re shana
\ot, 0tinbutable to minwilv tho o mdjvskd by M Inhnk-
\b) e am o% Shawt o& togs of: minon‘\«l shald noF enleed e br-w of
m-\nk fn o e
O1F 4 shart of Toss exceeds O-bad, ¥ evtvn 055 shall be odjisred
ho ¥ Showe ef loss e(r Hotding Co-
@) i n fv\\m_ G-Co- Topovh o pwhit, 4ne minoviky's shive o] it
shauk be e\AjvsHLd \ Ho\d{w{sskm o[— P«v}ﬂr b e eprent OF 0SS a?
F\(f\b'ﬁ‘f‘i hoyned by HO\dh\‘ (0. In emlien yeo-

e) Consolidated reserves of the group:
Povncutom Qg
bul- of Resewer o -to XRY
&) Wolding's showe i Posk OCOy
Prvjitof subsidiony XX
KXX

j/f Important points about Consolidated Balance Sheet:
a) Share capital - 0'\\\‘ Hﬂwl‘hs (o-
b) Reserves - QMSQQOMD\\' dated M}O\‘w))
c) Minority interest - S\QPH

d) Other liabilities - Ling by Line addifon Subject to Intso qp elimin -
e) Investments in shares of Subsidiary Co - 4o be elimnored

f) Other assets - |y ‘o“ (e oddiHon Subjedr 10 10t 47 ehmin -
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CONSOLIDATED FINANCIAL STATEMENTS
Adjustments:

9V Elimination of Intra group balances:
while doi.x Wee W he addifion of Assels & Ul i (B, any indvo
qrovp bolance (o]5) wekween Holdieg & Subsidineyy shadl bt ehminabed
in ol

(oo shall be Yoken Eo*( om\d din,nLQ n indin avo\iY yodance
whith Moy 7@sulkin Gealh ™ \mmﬂ'\ Sl in %mrv:iy\ B Piscounred
bhillendovsed -
f.mm?\eq‘-
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CONSOLIDATED FINANCIAL STATEMENTS
ﬁ Revaluation of fixed assets of Subsidiary Co.:

for ffmb'on of prie o} showr Yo bt Pk b Wolding - 4
Shonholdtm o SubSidimy , the £C is calculated bosed on
e faiv valoe of Assel’d Wab o Subsidiv on 4ne dae of
0COpvis thon:

Howoren  Subsi- (o~ Joen nob atcounk v such thowgn in voloe of
Assel, & Wk jn 115 ops.

b, e effodk oy Cuch 2valuton ‘m&fk,\o&s 4 svbsqo\loznl—dafn
will lhawve bo bo Tivm o L By o& Consolidlakon -

thoct 6f Revin & Yepn':
i 0 Revin PJL 9 4 be md)‘uSNd in Pof i Pee L0y TeSOWE
© Yeneffett yr " v v in fosk acor veseves
while presenhng PPE in CBS, in addihon 4o W' by
\ina odhibon adjus\r e e&w of svth Revin A Degn

(omvvwn'of\_‘-
10) Aevin P|L
* fv on DOA : xxx

@ BV on DoA™ = Axx
KRX

) Depn e&ec} v vockon -
e? W'ngf‘):\ be Pwvided on Lev. amk = Xxx
¢}

ided n boks
Pn odmd\{ prov ; w‘;\?wod LM
YA¥
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CONSOLIDATED FINANCIAL STATEMENTS

c) Elimination of unrealised profit from stock: [Kefw« BY]

% Theae m\
between Ho Idn
+romnf¢z\ Y"n(e,

& subsidiony -

ndn Hrowvw

S
K1f o \76'/hon o{ia

+Wm e uniealised 9w
oden HhO be elim

X Jovmal QN‘M{ 1tm' 2immahon o&UP\P NP

¥ CFS
Upstieamn tramathon
oot s0ld’ by Sud to HUug.
4
W Eliminae vereakistd
frowm projits of Sld. in smyz
Kﬂm\\(sus w‘ Prafik)
% \f dok oﬁ fale i given':
S befpye ocopvisthon 3 Py Ch-
R

S0de W Oapuitthon ) poc; 1%;\”\‘1,

X \} dni o{
09y Gira foct ovcoy Pw},\r

(0 EViminade VAP ffnm vE SNdL/

N (HS while o\owg lire by

ba {yomwoachonmy #aloked to

r\ Y addeo\ W on
ared fwm CFS:
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CA AVINASH SANCHETI

vehose A Sale
There {rdrvathons e

goocls
ode ok

't may mc\vde «hom’w\ of Pw})k

Fexned gemaing unsold in e Goovp,
a'mvy enbiy on e

H’c W xx
T0 Srotk

XX
Downshienm tyam &thon

Goodn_so\d by Hud v Sud-
v

W Emmake VRY {l'mm ?wa,k
0& HUd- in Srep's
(@rvolidaked Resewen)

®) Game

NAVIN CLASSES



CONSOLIDATED FINANCIAL STATEMENTS

d) Bonus shares issued by Subsidiary Co.:

© Treodkmenl- of Monvg by Co- todhoveh - in SFS
Gmpany (Svbsiding) Choe ool Holdivg & @ino vik)
N°'°!— Bonvs saho : 0‘5 Eﬂvs'\()() fored N0 QN\'\1 fo-r bonvs - Dn\\{ No-or
[befvéfnus) volio Sy held incvecges -
0) Reseaven Afc - v
10 envs Af¢

() Goavs AfcW
To QP\M&‘\')‘M Al

(2) Teeatment [ov CHS:-
0) %hW\LhO’dl‘M'} .
The thh’old:‘n(‘/- b(’fvw d afin Bonvs fscpe Wil yemain gome.
¥ while calevlmron  eitner USe hodp pie Ponus f‘}"m or vse both
posk bonus fguasr

® Rof-
0) 3} deNvymine +Hne PWJ\'} fof It CcuvTent \Ieov\ be[m_ %ed—
porws issue - Allocae this frv};} fo pre 4 Po;& mCoV.ren‘Od
- en e DOA -
) Dedvck 4w &movrw of foiad ponus fssue fvim he veseave
ouf of whith Sveth ponus shoven have been 1sSved -
In &hsence 0& info-, asvme. bonvs gub of pi2 acoyussrhon Y‘“’J"“
G oL A min
torniden 4he Shwna Gaptkad aften bonus issue for dhe purptse of

~ (olgutokion . bul ovr
ey bffar of bons. freomtofy  for ot o
}ﬂy Wl No change  (noodwill will decame
M|y No change  Noohtige
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CONSOLIDATED FINANCIAL STATEMENTS
e) Dividend paid by Subsidiary Co.:

® NU'W@_ET Bividend in SFS:

many (Sbsi) Shovcholdew (Hiding & Wirosik)
@) f|L Aje 1V ) fan B e v
To %iv- Poodle e 0 Tividend necd A
6) Tiv- poyble A () Pividend vacd e
To Mank A To PIL | nven tnd- Al

(foskocw) (e acw prefet)
\ak._
® Twentment OF Pvidend in OFS -

@ TR w\a\\au) of- prorls will Tamuin same a0 diseustd in

hofws sssve-
K In apSence 0{3 \f\fo about SOVTCR o‘— dividend, ayvme o(w\deﬂd"nm

CuTient \(erm's kaﬁ

W AN odwn (altulakion tike O, ™M-T ((on- Teseaven WAl bR
dorg in HOML MANNA -
Y vanhon SPeu en thol Ho\du lo- fvom W""BH cedirech dine
12 oty dividend FRCh \h P dhen b Pt of H o sho
b veduted & cost of lav- shatk be veduced %\ the ‘amk of
dividend secd by H Co.

@ Eﬁuk od( Dvidend - ovvo Pre ocoy ovr fosY ey
on (OC r\o % e
on mh\bﬂ"r\'( g deCreane m‘I wyll decieose
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CONSOLIDATED FINANCIAL STATEMENTS

f) Preference shares of Subsidiary Co.:

v v
Hetd b‘( Hold.‘ms (n. Neld (,\, m;m-.,-\"
! v
Taken 4o Cosy a‘! Contav| Added Ao mn'non%l ing.
v

Cost OA Inv 712} Sh- = Ax %

© Prop. Pref-sh- Gop ¢ (xxn)
Goosdwin | LR ) ARX

X Subs- (o- has Cumulahve ?fa\: . Show .- While dqjﬂ’rmm\/? TN} l)oy{,‘u,

) profik Yo be Aisinbuid omowy @ity (Holding A minedty),
vlive Pvel-dividend shall be provided o4 whatnan oY
Y dectonsd b\( S\lbsickiov\@ (. . (Minofihy's shona af\ ?tq—d\\h‘o\em\

g) Debentures of Subsidiary Co.: Wi\l orpec oo o lioh- 1’0 (BS.

v v
Hevd b\\ Ho\o\n\g (o . neld Jt:\i (nority
v
Gowen to COC (onhnved 40 be

\: Shown m Lok -

lav in Oen. o4 SCo ~ Fx¥ and nok added
@ Prop- Deb- in s Wa- = bW o Minowty Ink-

()\Mwi\\\u\ RRX -
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CONSOLIDATED FINANCIAL STATEMENTS

h) Uniform Accounting policies:

cwe OFS used \:Of onsotidahon shall bo feepaed using S
unitorm  Rluing policer for Similan diawiaehon - ]

* Woweve, it I Aluing polivier tollawed o Sto- ane chifferant
v dno o% Ho\d\‘r\ﬁ ‘)S\I\S‘ Cohhau ?wgmﬂ. o Zewsed ek
%\R Using L Auny policy aa fnak ot Holdig

ks i"‘Y‘NHCW\ fo do 5o, disctasvae shol be made
Nolen o "CFS.

i) Uniform reporting period:

« Tre S5 vsed hiv torvolidablon - shall e Fupmd \;SI'VX
W SO mvom-\é ?U\(Od'

‘e W Aepoth eniod of CCo- 1o 41 wm Holdiry,
9%60' SP\MA‘) Y;\é OYM A ?\&V:S:Qd sU %m fvs('ng e
TRpoYNNY Ym'od of e Ho\d\r‘g G- ‘luf o Yw?ogeo?-
(ke
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CONSOLIDATED FINANCIAL STATEMENTS
B. Rules for Consolidated SPL with Subsidiary:

a) Line by Line addition:
while Preponing (onsolidabed PJL of ttne Grup, +na Stondalone €L
o% Wolding and al) 'Y Svbsidipaies shall be added oo "G
Tind b\{ ling basi's:

b) Elimination of intra group transactions:
An {Mm«amy tanviachon in PJL of HAS thalk be elimindted
n }o\\ while \JYQYO\A|‘1\5 Gnsolidored ¢JL  boxn fwm lncorne
& Er‘)qr\sen-

c¢) Elimination of unrealised profit in stock:
Qn\1 vnvealveed pnkE v d-stodk O\ﬁs\'v\g |n’m3wvr Horochon
thodl be Q)im\'n\«}ed while ?uY(M'\X (onooldaded €L
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CONSOLIDATED FINANCIAL STATEMENTS

\/C{ Exclusion from Consolidation as per AS-21:
a) Control is intended to be temporary;

b) Subsidiary operates under severe long term restrictions that impairs its
ability to transfer funds to the Holding Co.

\))./ Exemption from Consolidation as per Section 129:

As per Companies (Accounts) Amendment Rules, 2016, preparation of

consolidated financial statements by a company is@F it meets
the following conditions: oM

-

it is a wholly-owned subsidiary, or is a partially-owned subsidiary of
another company and all ifs other members, including those not otherwise
entifled fo vote, having been intimated in writing and for which the proof
of delivery of such intimation is available with the company, do not object
to the"company not presentfing consolidated financial statements;

it is a company whose securities are not listed or are not in the
process of listing on any stock exchange, whether in or outside India; and

@ |’rs ultimate or any intermediate holding company files consolidated
financial statements with the Registrar which are in compliance with the
applicable Accounting Standards.
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CONSOLIDATED FINANCIAL STATEMENTS

4. CONSOLIDATED FINANCIAL STATEMENTS WITH ASSOCIATE:
AS 23 describes the principles and procedures for recognizing investments

in associates (in which the investor has significant influence, but not a
subsidiary or joint venture of investor) in the consolidated financial
statements of the investor.

An investor which presents consolidated financial statements should account
for investments in associates as per equity method in accordance with this
standard but in its separate financial statements, AS 13 will be applicable.

An associate is an enterprise in which the investor has significant
influence and which is neither a subsidiary nor a joint venture of the

investor.

A. Meaning of Significant Influence:

Significant influence is the power to participate in the financial and/or
operating policy decisions of the investee but not control over those

policies.

Any enterprise having 20% or more of the voting power or any interest
directly or indirectly in any other enterprise will be assumed to have
significantly influence the other enterprise unless proved otherwise.

An enterprise can influence the significant economic decision making by

many ways like:

1. Having some voting power.

2. Representation on the board of directors or governing body of the
investee.

3. Participation in‘policy-making processes.
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CONSOLIDATED FINANCIAL STATEMENTS
B. Application of Equity Method:

The_equity method is a method of accounting whereby the investment is

initially recorded at cost, identifying any goodwill/capital reserve arising
at the time of acquisition. 5 not he.LognIsing

The carrying amount of the investment is adjusted thereafter for the
post acquisition change in the investors share of net assets of the

investee.

The consolidated statement of profit and loss reflects the investors share
of the results of operations of the investee.

Investments in associates cannot be treated as a normal investment under
AS 13. The intent of investing to such an extent (i.e.; 20% or more but less
than 50% of equity) in an associate is an expression of the fact that the
investor is not merely interested in the dividend distribution, but also is
interested in the participation of decision-making process in the associate.

Thus, recognition of income on the basis of distributions received may not
be an adequate measure of the income earned by an investor on an
investment in an associate because the distributions received may bear little
relationship to the performance of the associate.

C. Rules for Consolidation:

Many of the rules followed under equity method for an associate is similar
to consolidated financial statement rules as in case of subsidiary i.e. AS 21.

() Goodwill or Capital Reserve:
Cost oJ tnverdment = XXX
@ Prop- NeF Acseh of Asoc-
on dare of‘acty- > Lex%)
Gwdwi\\‘cK s RRX
fhis GoodwM|(A shalk a0 be Shown in (AL T shall be
Aisclosed in Now Yo Pju-
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CONSOLIDATED FINANCIAL STATEMENTS

(i) Post acquisition profits of Associate:
AL VAN TS Shoawe in post atey ?W};b eF Assoualr shadl
W corno\idand ‘v\\ “mcre,wviva TRY (wo\\t\‘.\& At on Invesiments
n “QSOCA'M-
Inventmen \n Agsociore RJe
To f|L A,

(iii) Post acquisition losses of Associate:
\o\) |§ Assotiohe Co- tnevaes o loss in post acwvisV\on w‘wf.m
mveaky Shald  conSolrdode  34'¢ showe of loss ‘o CFS -
Shiva o(, logs 0 Rssouinh e 7 gy
10 tav W RAgsouore AjlL  x¥

b)) HOWAVA, it nvenkpy wil beow Hna loss ﬂw oMot only

to extery ol Longirg Bt ol Inv- held . Once Haa Couvyivp Ay

ol Inv. Ms bo 2000, oy {vﬂrm 5hova %“’“ will noY
e mo&nmd b\' Invenho.

) when Resocinre Co0- eoving prolrt, invenlor™s ghint in dnak ptsY
Yo e exhent of toss nok mpcogmised eowbitr shall be Ynoned|
o} ba &elopniged . Oncg Hha oS5 (5 seb o}f in full) Ay furhne
v-m*(ih chatt  be Consolideked gy vSval”

TR, comY-% Minowky Ik in (o e&\oss)
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CONSOLIDATED FINANCIAL STATEMENTS

(iv) Dividends paid by Associate:
ﬂn\f dividend payd &\t Assouimke duF of fost acoy [mkk
ghaak  be Tecoppised © in CFS b1 5eduu'v8 Wwamm‘v\s
Ame of |ven brments -

PIL Ale £V XX %
To Inv 10 QCCOC-A[L K ¥

ﬂn\( dividend pard b\{ AssoadR puy 0? fre U\COV))WJo')?
shald R ionpaed if 4 mverhy han alveady sedueed
e (osk oL mvenment n ik K.

ot ([ iverN T ha wromg) credired Such gividend o
PlL in ibs SES dnen jn (PS4 followh)a eni@ shall

be Pmmcd'--
flL Al -
o [onertment Pfc
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CONSOLIDATED FINANCIAL STATEMENTS

M Unrealised profits/losses on intragroup transactions:
Vnveakised V*"kﬂ\oss on 1NYTO vy qurdhine A sel? oF S hock
ShoM e edivninaked k\\ fa Avetr Yo fre epbenk o[,
W5 Shime 10 AssociahL:

VA 1o be ehirinaed « L\)&('\? » hnvaahe(s shme)

\QWULKMMW\Xm)
Ths VR{ will be Rkl fw w &\\ows‘n
v " ),
\)\)SHCM‘ Down $ Hrenm
}sannochion fsomaathion
b L
(aonda SOL& \‘{ Aesol- o (oodn So1d ) Jv - by psso-
\rwenhoY )
v oL Me W
Phova bﬂrh\’a‘“r n A%S0" Alc-v *X T0 |nventmanhy Afe xx
etL)

To \nvmkw

VIR Arov il wil] be seve

R No \r\\erva eiminakion o1 RAL o% Assoink Ove Nok (or\$0|n’3‘l
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CONSOLIDATED FINANCIAL STATEMENTS
4} (vi) Step acquisition:

4

If e inventer mct\lu|res Shakan 10 Aosocinbe pven bime (e
ook N a S\r\zs\q \av- bvrv'&wovs nve OveA a?wod of fime)

higle
te. computakions sulaked t0 (oodwill | Cosonying e of fov. Sholl
‘&t mode o peA indevidvol O\COVV\s\hQn o, Hrair Terpechive
M-
it A Ud- ocouived the Folls chkes in & ud!-
0 \ua\\w\,\ﬂ Maﬁ;wm o) 15t
v W ok X%p00v0. (Tmk 851
ohowe Gyrtod of HUA o Z10000w - RAS bod of BUd on
FMR s RS 00000 BUd eowned o M‘rog IIOLdvmg

a\- %% .
ke fanpr Calpuladon {
©) Gpodwint
w2 (17]) v (JoT-)
Cosk 8RNV : 26,0000 (osV o} \nv e HWOND
© frop Ner 0ssel \134000) ) Paop Nex omseh asooy
&[\o 15 )5 -] LR 10L12) K-
dewt\\) 1AS 000 (psduitl 25000
® fr& Iy

Cost o} lnvenbmankz §L 49L& B 00N
) Shive o&— Pock MVM‘b
X\btﬂ L &) bLg fm'k JR5800

[0AS608
A OVV\“voﬂ Ny “
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CONSOLIDATED FINANCIAL STATEMENTS
(yfi) Uniform Accounting policies: S o AS-2|

‘[ Assordake (o Lotlow d:ﬁqmn), ﬂluvr( Yohuw MLMVFW\M b

\veshov , e Agsor- (o shath Pe o 7 evised se)rO%
[l 0 bor Mu Wity of Jnvanley v {W\xm VIRV
ko YGX\)W\L QS\)O \ "

\(y’i{ Uniform reporting period: QNN, ™ RBC-2

\mmhxwﬂs;;xo\mm Mo 5 8 mm Mo&

LDV A\ '(o,\lt

M Y(,% "y owhag Yemod o‘, Ywesy by gm\\xm oo

D. Exclusion from Consolidation as per AS-23: };amt M BC-2
a) Control is intended to be temporary:

b) Subsidiary operates under severe long term restrictions that impairs its
ability to transfer funds to the Holding Co
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CONSOLIDATED FINANCIAL STATEMENTS

E. Disclosures: (M"‘ﬁ‘)

An appropriate listing and description of associates including the

proportion of ownership interest and, if different, the proportion of voting
power held should be disclosed in the consolidated financial statements.

2) Investments in associates accounted for using the equity method
should be classified as long-term investments and disclosed separately in
the consolidated balance sheet.

3) The investors share of the profits or losses of such investments should
be disclosed separately in the consolidated statement of profit and loss.
The investors share of any extraordinary or prior period items should
also be separately disclosed.

4) Goodwill/capital reserve arising on the acquisition of an associate by an
investor should be disclosed separately though it is included in the carrying
amount of the investment.

5) The name(s) of the associate(s) of which reporting date(s) is/are different
from that of the financial statements of an investor and the differences in
reporting dates should be disclosed in the consolidated financial statements.

6) In case an associate uses accounting policies other than those adopted
for the consolidated financial statements for like transactions and events in
similar circumstances and it is not practicable to make appropriate
adjustments to the associates financial statements, the fact should be
disclosed along with a brief description of the differences in the accounting
policies.

7) If an associate is not accounted for using the equity method the reasons

for not doing the same. ,
) YA Qﬂﬁfhon

CA AVINASH SANCHETI NAVIN CLASSES



AS-23 Fnanool Reporivg Of It i Jormt Venlve

CONSOLIDATED FINANCIAL STATEMENTS
4. CONSOLIDATED FINANCIAL STATEMENTS WITH JOINT VENTURES:

AS-27 set out principles and procedures for accounting of interests in joint

venture and reporting of joint venture assets, liabilities, income and
expenses in the financial statements of venturers and investors regardless
of the structures or forms under which the joint venture activities take
place.

The standard deals with three broad types of joint ventures:
1. Jointly controlled operations,

2. Jointly controlled assets and

3. Jointly controlled entities.

A. Definitions: ! 2

- <
\QXA joint venture is a [contractual arrangement|whereby two or more
ch’ries undertake an [economic activity,|which is subject to |joint control.

\\
(ii) Joint control is the con’rrac’r&'ally agreed sharing of control over an

economic activity.

(iii) A venturer is a party to a joint venture and has joint control over
that joint venture.

(iv) An investor in a joint venture is a'party to a joint venture and does
not have joint control over that joint venture.
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CONSOLIDATED FINANCIAL STATEMENTS

B. Jointly Controlled Operations: [&\)
o) Feadvass o 3eo:-
{) N0 Sehenaht enkidy s Conred
(i) No Seperoke. bnokn o} Ay madiniained fox IV businem:
W) Venhyaers, poys eppenis  purthive Ak ‘:M IV ovt &
Mir own funda-
() AN saten veakismhvon o} IV busingn \Lea by Nenhrtas.
() Venwrers vetovd: thery own fsamachiom hoy IV bvsnew
N WUy Quisenal, booly of fv by YW,YM',* o "IV busiren B
\¢) AN jevenver & qx- ok 3V husinam' oac comolidlared
‘o\\ Yenhvamne ??Xom‘ n(m.\\ ) Ye,\ oy Shove -
i)' Mo Rt then o oidohon ¥ Teaisd 0 WO o
IV businem o UJMa\d\1 pecovded n Sandnlore hogko
0\— VENWALA -
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CONSOLIDATED FINANCIAL STATEMENTS

C. Jointly Controlled Assets:
feabvaen o JLR:
Gormt o JCO oftept b fuek thod in cvw 0 JCA , 0NV OF Mive
etk oag, Yoindly ownd X contplled oY Verbiess iokend of
husindy ogmh‘ons-
& SCh s f\nmt& ho joindly  COrolvuth \bwA  opentie,
Mmovntnin - opg. Ve ot O ca-wvs‘ o% 0350 -
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CONSOLIDATED FINANCIAL STATEMENTS

D. Jointly Controlled Entities:
1.0 wnis cane, e Venhvauw  Cnaaine & ew ety

Yo COMRY 0N s economic At vine).

2o T Venhvathe ?mo\ WA T TLSOWCCL (U\LQ Crvin (OUery)
0 AN LR enbhly , Thelkt fentabulions ona Mcogm‘ud
\:1 Verivaue v Inwerdmanys  in Iy SFs.

3, T JLE N expents |, Epany TR VLNVe , OWn Ameh

!
\

& dwen oblisebon, in th biwn name \ike any oHen dvaingm
erhly © 1} Prepaen s dtn o\ccouvw{y vcords & £
like 9then ensher

b A} AL yem end, dhe JTE send; % SES o Hhe ven uvers
fv'f purpost v{» prepomann CFS- vVerriars prepones
CFs usfrg/“@w?orhoom_ Convaolid aon  enetnpd,

5. PmPo'm’onoN— Consolidahon nuthed:-

A. Gdefthq'? Resewve toi)l be Calevloned ™ vived or e
" dake o Acpusibon . The Govdw ) wil) Wﬂm n Chs oo
)n«}o\r‘éx'ble Asser A sz~@ecmve wrl) aprem o (RS

Uroler RAS.

2 Twre will ke N0 miromi Inhenest-
% @A herwm %— Revenve, Experven and Rsseb , Liak.
(in e Lin &)8)
i) be ndded on a Ine by Ling bags only o e extent
o} Venhan's shive in FCE.
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CONSOLIDATED FINANCIAL STATEMENTS

4. Comohrdared RAS bLal: wil\ e calculoned ov vsval,
b No ‘\N"\S'O\avouP dl‘m\'ﬂahom 'O CFs.
b Unveak'ced pavkih in cwodk SHU) Ve eliminoked

N\ SOM2 T an on s\)\o&\d\w\l on’hi O o
QXYY ng NeNnvyvaenNs shone

3, Uni ?Wm Al “'25 \oohufn A bn\bvm mpoﬂar\g perod

o,
J(,\JT y/sc
{C}se& ud: Bud @ SD/ C &,

CES ﬁB\Hb Sud. D SvY-o) L
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CONSOLIDATED FINANCIAL STATEMENTS

F. Exclusion from Consolidation as per AS-27:
yf Control is intended to be temporary;

y)( Subsidiary operates under severe long term restrictions that impairs its
ability to transfer funds to the Holding Co.

G. Disclosures: (’\QM!

(i) A venturer should disclose a list of all joint ventures and description
of interests in significant joint ventures. T

(i) In respect of joi rolled entities, the venturer should also
disclose the proportion of ownership interest, name and country of
incorporation or residence.

(iii) A venturer should disclose, in its separate financial statements, the
aggregate amounts of each of the assets, liabilities, income and expenses
related to its interests in the jointly controlled entities.

(iv) A venturer should disclose the aggregate amount of the contingent

liabilities, unless the probability of loss is remote, separately from the
amount of other contingent liabilities

(v) A venturer should disclose the aggregate amount of the

commitments in respect of its interests in joint ventures separately
from other commitments.
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ACCOUNTING FOR BRANCHES

Y MEANING OF BRANCH:

A branch can be described as any establishment carrying on either the
same or substantially the same activity as that carried on by head office
of the company.

Branch offices are of a great utility in the sense that they allow business
to be expanded closer to the clients and hence they facilitate face to face
interaction with customers.

2. TYPES OF BRANCH:

From the accounting point of view, branches may be classified as follows:

v v

Domestic/Inland branch Foreign branch
| )

\I/ / '“\9.7 OIS (L\W(N-XS

Dependent branch Independent branch \ndevendenk
b V pianones.

branch whose ﬂ[u‘v% he R]ch‘a 1ecovdln
macovdn one mantoired of hyonch o~
W10 ModnAnined ©) A

hianch \‘}se\f :
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ACCOUNTING FOR BRANCHES

3. ACCOUNTING FOR DEPENDENT BRANCHES:

(When the business policies and the administration of a branch are wholly
controlled by the head office and its accounts also are maintained by it, the
branch is described as Dependent branch. Branch accounts, in such a case,

are maintained at the head office out of reports and returns received from
the branch.)

Accounting method 1 - Debtors system: (Sqn«lheh‘c N+h0d)

This method of accounting is suitable for small sized branches. Under this
method, separate branch account is maintained for each branch to compute
profit or loss made by each branch.

Preparation of Branch A/c:

‘“P?" OP“‘"}? baJances UF yanth kfc -

Pr-sde OP-bou-of Assels o} fhvanch
Cr Srde « 2 5 Udh- v

Cropa: Retording of {vorviachorw o+ Aronch:
0) Dnl\1 +hosé {’f'amo«c,h‘om which invoilves both HO 8 Prandh
thatd be 7ecovded-
) Or side: Shtk |RAsseh |Conn Pven by HO to Branch
(¢. srde > Shok | Rsseb [tmh senr 6\1 hyanch # Ho-

Srep3. Closing badante of Hronch A :-
Creside s fy bod cfd ) Cl bod of ASsehs o Aranch
Dresides To bk c|d )~ o lioh  w

SpY: T bt M, oP Branth Mc will give s Ner an,-»//m
6} AHranth.
Now: To complele e Bvanth Mo, we mélt have b prepans some

memo - hranch led Aln on wordzingg 1ike Br. Conh K, DY-DRbNYAfe,
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ACCOUNTING FOR BRANCHES

Accounting method 2 - Stock & Debtors system:

If it is desired fo exercise a more detailed control over the working of a
branch, the accounts of the branch are maintained under Stock and Debtors

Method.

Under this method, H.O. maintains a complete set of Ledger accounts for its
branch under double entry system.

Necessary Ledger A/cs prepared:
W hrandh Sk Al - ‘Tﬂ«adfwg e - Grose p&ﬂ-&;&-
() Syandn Dephmn A

@ Ovandn Corn A\

(W) S¥owdn Peray tarm B\C

&) pyonch E'APQW\&J) M

©) 1 Rsser A«

W 2 L A - Nar Pl
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ACCOUNTING FOR BRANCHES

Adjustments:
a) Goods sent to branch at invoice value: = (osk (@ lardl1'ng
| (Prof't)
v v
Debtors system Stock & Debtors system
l V

lo Hyanth Afe, aU Sk o) bvanth St A wit]

selapad ‘e Like Op-Shock, be Pye‘;ov\ad oF Inverce

U-chock , GSTH, Relvm by Hrandh Price -

chall be gecovded ot Invorce prie h) (oadt’m& will he Shown

D tnan |oo~d:’ry shald te eliminated n Bronch Prd)'vs'}m%l-hlc-

on A orgosm orde - \

De- sanch Alc Ce- Q) (uress ?waq F owill e delww
T bld 47\1 OP' Sk yesenve 0 A bl F\‘g o'?‘bmncln
opster) (| | by Adiusinan bl

9 d) 't dreat 15 ony A\ﬁf
T GSTA (17) N W in Ovanch skhek e, v
Wil be Jreaked M follows.
fo Uk St vesewve bou |d . Oiff -on Do side

loodim) w ) Etva prght on boler
S - ™is will ye ’rqd o 9\'-93)"?'&

. Dn‘[—f— on (- S'de
2 S otk Shortoge |
Ab: L0%S
Reco!

T NY Saler - Ry
(A Extva pwfil -« (Fx) if-ong
10 ﬂ%«ndﬂ sold: KXY

Gl on TP KA

@) Enha F‘ﬂjv‘)— XX
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ACCOUNTING FOR BRANCHES

b) Normal loss of Stock:

v

Debtors system

|
v ¢

Stock at cost Stock at IV

! v
\\)ofmw\ lots shoalk pe
on while ‘M?w\
p)wmh R

J
Stock & Debtors system
| |
J y
Stock at cost ﬁ Stock at 1V
7 ﬁ b
\31\01& Nosmal Trevalve of Normal
]SS 1088 sholk be
™M 1} IS alwkd‘f Shown 0n (s« ¢ de
mcjuded in of- fv- Srocke A
C oSk o@ sl A dehiked to
bt Adj- Al
J
p)" D(d) P? c AV XY
To frr- St fifL
xY
(ok \n\%& )
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ACCOUNTING FOR BRANCHES

c) Abnormal loss of Stock:

v V
Debtors system Stock & Debtors system
| |
v J l
Stock at cost Stock at IV Stock at cost Stock at IV
\ V v v
f,m;- 1oy will nevea ve © O ook ol (@ Tre Abloss oF 1P
Shown 1 fhvonth Rl Ap-lose o Branch  Shail be Shown on

L Ghotde, Al - brside OJPJ"- Si:tiz\
Noweved, i you Nave ‘)m‘»md
by ShdL pf in WQ'Mr\% (b) The net 1055 () The load!'vu& on
¥ren such Po-10gs thadk be | ie- a&w\ deduchng  Such Shtk Shalk
shown on U'SMQ °R‘9N‘Shok lv- claem shatd be ehiminatecl on
Alc- be shown on D7 Dr.sigde O{Bt-ﬁ?d‘

ide of hvanth
o|L A ©) NF l0ss v-e
Cos%oa»wch foodhy
© - & 1F any
Shall ¥2 shown
on Dv-side of
Bs-¢)L Alc
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ACCOUNTING FOR BRANCHES

d) Goods invoiced at wholesale price to retail branches:

Under this method, the Head Office (particularly, the manufacturing
concern) supplies goods fo its retail branches|at wholesale price |which is
cost plus wholesale profit.

Profit of branch = (Sale proceeds at shop - wholesale price of the goods

sold.) Rerasl n'ce

For this purpose, it is assumed that Manufacturer would always be able to
sell the goods on wholesale terms thereby,

Manufacturer profit = Wholesale price - Cost

Preparing Branch stock A/c or Branch Trading A/c:
eeolsale e N0 e e \

(cosr pnte )
$vanch o -‘\:@of-cp) Dealem
oo
Sl 8oodn [y
Reboil puice only ce vo RP
l, 100 2L \ SO
Pt on (&0 - wp) N~ —"
hyanth o P%-[-:u Qmmhzﬁwm

While Nuwg far Beanch, #ne bv. Shoek Ae |Tradimg Ne show

fow_be Dueped Qr wf andk ao_foadiny shauk be
ebinm inohed.
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ACCOUNTING FOR BRANCHES

4. ACCOUNTING FOR INDEPENDENT BRANCHES:

When the size of the business is big, it is desirable that the_branch
maintains complete records of its transactions. These branches are called
independent branches and each independent branch maintains comprehensive
account books for recording their transactions; therefore, a separate trial
balance of each branch can be prepared.

Accounting process:

9};{;1‘. In 4ns cose, Yo will be dwo Selk u}boom j} A[wl'
ﬂ’ \\) Gooln OF no

e

W) no 4 branth
QN‘)J_C. Botn HO & Branch will agcovd draiv 'Mred%ve boxviachor
R i ameiy own oWy n Vsval mannra-
S}e‘.'{;‘. Roweved FoV tramvachon, bl Hb & Hvanch, HO vl prepose
g o Dbronth Alc  Gnd  Avanch  will frepme o HO Ple-
Debioy) (Cvedin)
Moth Inese Al most show sowe balance °f°|7P°9“Q navae-
R § OHrench can now PRI ey ndividvad Avia!
bolante - ‘ st 1 teonch 18 -
Oleps:- F 9eoy- fov inhanal mapovhi vanch  fon
kwﬂwif ir\(;.x‘v&ivo\l ‘Ymd\‘v\& F"& ?ll\, hlc A dehoaming -lzw_iv
{-ino\r\u'al ok
Thept! Preanth will semil ks Tv'ad bod 4o RO fov toywo lvdohor
U)o se -
sn‘.ﬂ W0 incovpovoher Brantn TH in10 1t own Al A dhen
B orapmey Comolidated FS of tha whole enkihy.
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g Special Journal entries:
7 a) Fixed assets A/c of Branch maintained by H.O:

P)oohoj HD hooln °£’ (ranth
@) FA puvchased by Ho -
' Dronth FA BV X
10 Condn A

lv) FA_ purchnted by pranch:

branchh FA RA[. 4V Ho Rjc v
To yonch Alc T (ovh A
© Depn on Pvanch FA
| hranth Ajc -V Der)n Al v
10 hranch FA AL 7 o Al

b) Inter Branch transactions: G\O\’Jd& sen}

Ga- broanch A —— ’:l\/o Y P)ra\lr:dr\(b
v
Ho Ajc v Adjusiment ey GREAD AjeAV
o GRFRDR[c  hvanch B Ajc 1V fo Ho Afe
To Gvanch A Alc
. the adetve 7}
(a. He fivar
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Incorporation of Branch Trial balance into H.O. Trial balance:

Step 1: Reconciliation of Branch A/c balance with H.O A/c balance:
Gerwaally 4ng bad of Branch Ajc (W0 boon) & HO AlC (Bronch bks)
should tally. However, if dheae is a o\fff{y\mce be hween Hre
1o bl \the same Show be secondled hfore tovvohd mhion
ok 1% wy Ho-

Resromr o'f Difference -

HO Hooko Avanch Hly

\‘) (A(Mdn i ’fb’lMW'\— x OJ\Wdﬂ W kv Ajc-ﬁ/

(Hl) — fyanth) To 0 A
0 (mh in AT} (poh in Fvamik Aoy X

(hvonch — th) To fhwanch Ac
) ET‘,. ok otaked by HO X E(F.A;c 0
f Ovanth ™ Mb Ak
W) \ncome Oldocahed by HO x HO Afc ¥
0 Hvonth T [ncome.
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Step 2: Incorporation of Trial balance:
Case 1: Standalone P&L & Balance Sheet for each Branch:

brandh has Gdeeody ?m,‘;md b Taoding S PL A ond M
on hdm\ in Br Tnak bod- we  cannok see individuat Inc: & Erp-
Radnn we will see N pwhi(?)L Alc b) In Ane - Tp.

I CorPOT Ahon entvien’.: HD brongh
0) %{'mm)n Rosen™  Asseh A[c-’m HO Alc -
To Hrvonch K To Rsseb A
v) Brondh Uohilihe':  ©HYanch Alc Uab - Ale =V
To Lok - Afc To MO AjC
Q) brondh Nt P G¥anth Al -0 ol Al —rv
\\OSQ 9 hevome O,N-A\‘) T PlL A|c To HO0 Ac

hod- 8] Broncn Al A Ho Afc = O

Case 2: Consolidated P&L & Balance Sheet for Branch & H.O.:
Aranch doer Not prepont Grandalove Tandiy & PIL Bfc -

HO Mool x. Goon

\\) p)\' \ﬂCOW\Lf- p;f(h'\d\ P([t —N/ lncowe A-,‘t oV

To \ncorma A, T Mb Al
Q) Bv. Expense: Exp Afc -0~ HU AJe -nv

U

To hrandh AlL ) E;tremm M
W br. Psser - Some. oo Above
W M- Lok I'(A'N,'.- bar ) AboV L

ks of Pranch (n Adjostment) will be Cl-shek of rio-
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5. ACCOUNTING FOR FOREIGN BRANCHES:

Foreign branches generally maintain independent and complete record of

business transacted by them in currency of the country in which they
operﬁ’re.

The accounting principles which apply to inland branches also apply to a
foreign branch after converting the trial balance of the foreign branch in
the Indian currency.

Preparation of Final A/cs:

Step 1: Translation of foreign currency TB to reporting currency:

Integral
Operations

Items Foreign | Non Integral Foreign

Operations

Monetary Items (Cash,
Bank Balance, Debtor,
Creditor, Loans, Bills
receivable, Bills Payable)

Closing rate Closing rate
- 7

Non-Monetary Iltems | Rate on date of purchzﬁe
(Fixed Assets) Pxfo.\‘d eff, v 1 oy sh

Inventory
a

: X
Closing rate
g S

Generally, closing rate
(but if rate on the date of
purchase of inventory is
available, then that rate)

Clos_im rate

Profit and Loss items
(revenue items)

Exchange Difference

Ho Aelaked YR
Depn

Average rate/
(but if rate on the date of
transaction is available,
then that rate)

Charge to P&L accou},

N0 Gooln
Savne o €0

Average rate
(but if rate on the date of
transaction is available,
then that rate)

Accumulated in Foreign
Currency Translati@
reserve.

-~

no Gookr
S%0ne o) £A

Step 2: Incorporation of translated TB into H.O. TB.

o v Indepen dent branch

Step 3: Preparation of Final Accounts of business.

bomg v Indof)mdmk Aroandh
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6. CHANGE IN CLASSIFICATION OF FOREIGN BRANCHES:
When there is a change in classification, accounting treatment is as under:

| |
v

Integral to Lon-ln’regral Non-Integral to Integral
) y
Shop 4 AL Non- mone tow ) Sop &2 AL aon monetowy ko
thadk be Testared ysy QI\LW shall 4& ¥esoired using etch.
s on dak o&» wec\assifeann are on dode of vedasifrtabion
- [if tre dave is dif, from Bl
m‘\an- ﬂn‘\ ud\(m&\ dimv\w\& Doke)
on S Yasiarument  shalk be This valve Shall bR Haken
atvmvlabd in FCIR. 1Y) 1@ [o'r tne YU«POS& 0?

\:\\reromx fo-

m‘\a‘.- ol \n FCIR ¢halk

sernain Ntk Ty sholl
not b2 tebd to PlL unkl
o £ i A\'syos{d oﬁ-
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