1. Revenue expenditure, Deferred revenue expenditure, Capital expenditure

      (Give examples and accounting treatment).

2. Preferred shares , Equity shares, share Premium, discount on issue of shares:
Preferred shares: Also known as Preference shares. It means a share which carries, as respects dividends, a preferential right to be paid a fixed amount or an an amount calculated at a fixed rate.
Equity shares: 
3. Articles of association& Memorandum of association:
Meanings:

Articles of association: The Articles of association of a company as originally framed or as altered from time to time in pursuance of any previous companies law or of this act, including, so far as they apply to the company.

(1) In the case of an unlimited company, the articles shall state the number of members with which the company is to be registered and, if the company has a share capital, the amount of share capital with which the company is to be registered.    
(2) In the case of a company limited by guarantee, the articles shall state the number of members with which the company is to be registered.    
(3) In the case of a private company having a share capital, the articles shall contain provisions relating to the matters specified in sub-clauses (a), (b) and (c) of clause (iii) of sub-section (1) of section 3 of Companies Act, 1956; and in the case of any other private company, the articles shall contain provisions relating to the matters specified in the said sub-clauses (b) and (c).

Memorandum of association: "memorandum" means the memorandum of association of a company as originally framed or as altered from time to time in pursuance of any previous companies law or of this Act;
4. Subsidiary, holding company , Minority interest and primary market, secondary market treatment of minority interest.

Definitions:

Subsidiary Company: A subsidiary is an enterprise that is controlled by another enterprise (known as the parent).
Holding Company: Also known as Parent company. A parent is an enterprise that has one or more subsidiaries.
 Minority interest: Minority interest is that part of the net results of operations and     of the net assets of a subsidiary attributable to interests which are not owned, directly or indirectly through subsidiary(ies), by the parent.

For example X company is having  80% of shares in Y company. In this case X company is Parent/Holding company, Y company is Subsidiary to the X company and the remaining 20% of shares which is owned by outsiders is known as minority interest.

Primary market: In the primary market, securities are offered to public for subscription for the purpose of raising capital or fund.
Secondary market: Secondary Market refers to a market where securities are traded after being initially offered to the public in the primary market and/or listed on the Stock Exchange. Majority of the trading is done in the secondary market. Secondary market comprises of equity markets and the debt markets.
For the general investor, the secondary market provides an efficient platform for trading of his securities. For the management of the company, Secondary equity markets serve as a monitoring and control conduit—by facilitating value-enhancing control activities, enabling implementation of incentive-based management contracts, and aggregating information (via price discovery) that guides management decisions.

Difference between Primary market & Secondary market: In the primary market, securities are offered to public for subscription for the purpose of raising capital or fund. Secondary market is an equity trading avenue in which already existing/pre- issued securities are traded amongst investors. Secondary market could be either auction or dealer market. While stock exchange is the part of an auction market, Over-the-Counter (OTC) is a part of the dealer market.
Accounting Treatment of  Minority interest: Minority interests in the net assets of consolidated subsidiaries should be identified and presented in the consolidated balance sheet separately from liabilities and the equity of the parent’s share holders. i.e Minority interest should be shown separately in the liabilities side after Reserves and surplus but before Secured Loans in the Consolidated Balance sheet.   
5. what is the stock exchange:
Meaning: Any body of individuals, whether incorporated or not, constituted before corporatisaton and demutualization or a body corporate incorporated under the companies Act,1956 whether under a scheme of corporatisation demutualization or otherwise, for the purpose of assisting, regulating or controlling the business of buying, selling or dealing in securities.   

6. Define the Deprecation, Depletion and Amortization and methods for calculating deprecation:
Depreciation: As per Accounting Standard (AS)-6 Depreciation is a measure of wearing out, consumption or other loss of value of a “Depreciable asset” arising from use, passing of time or obsolescence through technology and market changes.

Depletion: An accounting term describing the amortization of assets that can be physically reduced. Unlike depreciation and amortization, which mainly describe the deduction of expenses due to the aging of equipment and property, depletion is the actual physical reduction of natural resources by companies. 

For example, coal mines, oil fields and other natural resources are depleted on company accounting statements. This reduction in the quantity of resources is meant to assist in accurately identifying the value of the asset on the balance sheet. 
Amortization:  The paying off of debt in regular installments over a period of time. 
 
The deduction of capital expenses over a specific period of time (usually over the asset's life). More specifically, this method measures the consumption of the value of intangible assets, such as a patent or a copyright.

Suppose XYZ Biotech spent $30 million dollars on a piece of medical equipment and that the patent on the equipment lasts 15 years, this would mean that $2 million would be recorded each year as an amortization expense.
While amortization and depreciation are often used interchangeably, technically this is an incorrect practice because amortization refers to intangible assets and depreciation refers to tangible assets. 

Methods for calculating depreciation: Most commonly used methods are Straight Line Method (SLM) or Written Down Method (WDV).

7. Define Provision, Reserves , Capital reserves and revenue reserve:
Provision: the expression " provision "  means any amount written off or retained by way of providing for depreciation renewals or diminution in value of  assets, or retained by way of providing for any known liability of which the amount cannot be determined with substantial accuracy .
Reserves: the expression " reserves "  include any amount written off or retained by way of providing for depreciation, renewals or diminution in value of assets or retained by way of providing for any known liability
Capital Reserve: the expression " capital reserve " shall not include any amount regarded as free for distribution through the profit and loss account.
Revenue Reserve: revenue reserve " shall mean any reserve other than a capital reserve. In other words revenue reserve means any amount regarded as free for distribution through the profit and loss account.
8. Inventory valuation methods, primary steps for material valuation and define good will valuation methods:
Inventory valuation methods as per Accounting Standard-2 “Valuation of Inventories”: 

(1) Specific Identification Method:- This method is used when inventory, not ordinarily interchangeable. This method also known as Specific Price Method, Identifiable cost method. When using this method, units in inventory are specifically identified and each unit cost is identified with a particular invoice.

(2) First In First Out (FIFO):- This is used when inventory, ordinarily interchangeable. The method is used based on the assumption that the materials, which are purchased first, are issued first. Issues of materials are priced in the sequence of incoming order of purchases. The flow of cost of materials should also be in the same order.
(3) Weighted Average Cost (WAC) Method:- This is also used when inventory, ordinarily interchangeable. WAC is calculated by dividing the total cost of material in stock by the total quantity of material in stock. Under this method, costs are averaged after weighting by their quantities.

Inventory should be valued at lower of Cost or Net Realizable Vale (NRV). Cost includes Purchases, Conversion cost, other costs. Estimated NRV means Selling price less costs of completion and, or, cost of sale. 

Goodwill valuation methods:

9. Explain dividend , interim dividend and final dividend:

Dividend: 1.A distribution of a portion of a company's earnings, decided by the board of     directors, to a class of its shareholders. The dividend is most often quoted in terms of the dollar amount each share receives (dividends per share). It can also be quoted in terms of a percent of the current market price, referred to as dividend yield.

2. Mandatory distributions of income and realized capital gains made to mutual fund investors.

Dividends may be in the form of cash, stock or property. Most secure and stable companies offer dividends to their stockholders. Their share prices might not move much, but the dividend attempts to make up for this.
Interim dividend: A dividend which is declared and distributed before the company's annual earnings have been calculated; often distributed quarterly.

Final Dividend: The final dividend declared at a company's Annual General Meeting (AGM) for any given year. This amount is calculated after all financial statements are recorded and the directors are aware of the company's profitability and financial health.
10. Total cash flow statement ( Difference b/w C.F.S AND F.F.S):
Format of Cash Flow Statement:

	Direct Method Cash Flow Statement 

	Cash Flow Statement for the year_________________________

	                 Particulars                                                            Rs.                   Rs.

	Cash flows from operating activities

	Cash receipts from customers

	Cash paid to suppliers and employees

	Cash generated from operations

	Income taxes paid

	Cash flow before extraordinary item

	Proceeds from earthquake disaster settlement

	Net cash from operating activities

	Cash flows from investing activities

	Purchase of fixed assets

	Proceeds from sale of equipment

	Interest received

	Dividends received

	Net cash from investing activities

	Cash flows from financing activities

	Proceeds from issuance of share capital

	Proceeds from long-term borrowings

	Repayment of long-term borrowings 

	Interest paid

	Dividends paid

	Net cash used in financing activities

	Net increase in cash and cash equivalents

	Cash and cash equivalents at beginning of period 


	Cash and cash equivalents at end of period 
 

	INDIRECT METHOD CASH FLOW STATEMENT:

	Cash Flow Statement for the year_________________________

	                 Particulars                                                            Rs.                   Rs.

	Cash flows from operating activities

	Net profit before taxation, and extraordinary item 

	Adjustments for:

	Depreciation 

	Foreign exchange loss

	Interest income 

	Dividend income 

	Interest expense 

	Operating profit before working capital changes 

	Increase in sundry debtors 

	Decrease in inventories 

	Decrease in sundry creditors 

	Cash generated from operations 

	Income taxes paid 

	Cash flow before extraordinary item 

	Proceeds from earthquake disaster settlement 

	Net cash from operating activities

	Cash flows from investing activities

	Purchase of fixed assets 

	Proceeds from sale of equipment 

	Interest received 

	Dividends received 

	Net cash from investing activities

	Cash flows from financing activities

	Proceeds from issuance of share capital 

	Proceeds from long-term borrowings 

	Repayment of long-term borrowings 

	Interest paid 

	Dividends paid 

	Net cash used in financing activities

	Net increase in cash and cash equivalents

	Cash and cash equivalents at beginning of period 


	Cash and cash equivalents at end of period 



Difference between Cash Flow and Funds Flow:
CASH FLOW 
Cash flow is the summary statement shows 
-money receipts by the organization 
-money payments by the organization 
-difference of total receipts > total payments , then cash flow is positive. 
-difference of total receipts < total payments, then cash flow is negative. 

FUNDS FLOW 

THE FUNDS FLOW STATEMENT SHOWS HOW THE SOURCES OF FUNDS 
EQUAL THE USES OF FUNDS DURING THE PERIOD COVERED 
BY THE STATEMENT. 

FUNDS OBTAINED FROM 
-SALES OF GOODS 
-SALES OF PROPERTIES 
-SALE OF STOCK 
-BORROWINGS 
-OTHERS 

ARE RELATED TO THEIR USE FOR 
-PURCHASE OF FIXED ASSETS 
-PAYMENT OF DEBTS 
-DISTRIBUTION OF FUNDS 
-OTHER PURCHASES 

11. Explain Margin costing, Margin of safety, BEP, variable, semi variable and fixed cost:
Definitions/Meanings:

Marginal costing: Defined as the ascertainment of marginal cost and of the effect on profit of changes in volume or type of out put by differentiating between fixed cost and variable cost. It is also known as “Variable costing”.


It is a technique of decision making, which involves:
(a) Ascertainment of total costs.

(b) Classification of costs into Fixed and Variable.

(c) Use of such information for analysis and decision making.

Marginal costing is mainly concerned with providing of information to management to assist in decision making and to exercise control.

Margin of Safety: Margin of Safety (MOS) represents the difference between the sales at Break-Even point and the Total sales. It can be expressed as a percentage of total sales or in value, or in terms of quantity.



MOS (in Rs.) =Total sales-BE sales OR Profit/PV Ratio.



MOS (in Qty.) = Profit/Contribution per unit.

Break Even Point (BEP): The Break-Even Point is the level of sales at which there is neither a Profit nor a loss to the firm/company, i.e, Total revenue=Total costs. In other words, at this point, the Total contribution equals Fixed costs.
Variable Cost: (a)Variable cost is that portion of cost, which changes or varies in relation to output/ volume/ quantity. (b) Generally Variable cost = Direct materials + Direct Labour + Direct expenses + Variable Overheads. (c) Variable cost per unit remains constant. (d) examples of Variable costs are Raw materials, Power, Royalty etc.
Semi Variable Cost: These are expenses that exhibit characteristics of Fixed and Variable Costs. Examples of Semi-Variable expenses are delivery van expenses, telephone expenses, depreciation as a whole.
Fixed Cost: Are costs which remains constant, for a given period of time, irrespective of level of output. Generally it consists of Fixed production overheads plus Administrative OH plus Fixed selling and Distribution OH. Fixed cost per unit of output will, however, vary inversely with changes in the level of output. As output increases, Fixed cost per unit decreases, and vice-versa. Fixed costs are treated as period costs and are therefore charged to Profit and Loss account. Example of Fixed costs are Rent, Salary, Insurance etc. 


12. Define operating costing, absorption costing and opportunity cost:
Operating costing: It refers to ascertainment of the cost of rendering services or intangible products. This method of costing is adopted in two situations- (a) When an enterprises provides services to outside customers e.g. Transport company, Cinema Halls etc. (b) When one unit of an enterprise renders services to another unit e.g. Canteen, Stores etc.
Absorption costing: Is a procedure of cost recognition wherein costs are classified on the basis of functions. All costs of production, both Fixed and Variable, are included in inventory valuation.
Opportunity cost: Is the value of sacrifice made or benefit of opportunity foregone by selecting one alternative in preference to other alternatives. Opportunity cost is relevant cost when alternatives is available. However, opportunity cost does not find any place in formal accounts and is computed only for comparison purpose. When number of alternatives are available the highest of the opportunity cost will be considered for decision making. Example of Opportunity cost is a firm operates at full capacity. The opportunity cost of making a component (earlier bought outside) will be equivalent to contribution foregone on sales of the main product
13. Difference b/w Partnership& Joint venture, revenue &income, Accrued income &outstanding income, Debtor& creditors, Consignment, Consignee, Consignor:
14. what are nonrecurring items in P/L a/c, and non cash expenditure in P/L a/c.

Nonrecurring items:

Non cash expenditure:

15. Define Amalgamation & Absorption & Reconstruction, methods for accounting treatment:
Amalgamation: In Amalgamation two companies are joined together to form a third company or one is absorbed into or blended with another. Under Amalgamation, assets of the two companies become vested in one which has as its shareholders all or substantially all the shareholders of the two companies.

Absorption: In Absorption one company takes over the other company. Here there is no formation of a new company, but there are one or more liquidations.

Reconstruction: Reconstruction implies that substantially the same business shall be carried on by substantially the same persons. As such the same company comes in a new form with the same members and creditors.
Methods of accounting : There are two methods as per AS-14 (1) Amalgamation in the nature of merger-Pooling interest method (2) Amalgamation in the nature of Purchase - Purchase. 
16. Schedule 6th balance sheet and income statement format:
SCHEDULE VI
(See section 211) 
5[PART I - Form of Balance-sheet]
 
6[The balance sheet of a company shall be either in horizontal form or vertical form

A. HORIZONTAL FORM]
Balance sheet of ____________ [Here enter the name of the Company]

As at _________________ [Here enter the date as at which the balance-sheet is made out.]

	Instructions in accordance with which liabilities should be made out
	LIABILITIES
	ASSETS
	Instructions in accordance with which assets should be made out

	
	Figures for the previous year Rs. (b)
	Figures for the current year Rs. (b)
	Figures for the previous year Rs. (b)
	Figures for the current year Rs. (b)
	

	 
	*SHARE CAPITAL
	*FIXED ASSETS
	 

	*Terms of redemption or conversion (if any), or any redeemable preference capital to be stated, together with earliest date of redemption or conversion.
	Authorized ___ shares of Rs.___ each.

 

 


	Distinguishing as far as possible between expenditure upon 

(a) goodwill, 

(b) land, 

(c) buildings, 

(d) leaseholds, 

(e) railway sidings, 

(f) plant and machinery, 

(g) furniture and fittings, 

(h) development of property, 

(i) patents, trade marks and designs, 

(j) live-stock and 

(k) vehicles, etc.

 

 

 

 

 

 

 

 

 

 

 

 

 

 
	*Under each head the original cost, and the additions thereto and deductions there from during the year, and total depreciation written off or provided up to the end of the year to be stated.

7[Where the original cost aforesaid and additions and deductions thereto, relate to any fixed asset which has been acquired from a country outside India, and in consequence of a change in the rate of exchange at any time after the acquisition of such asset, there has been an increase or reduction in the liability of the company, as expressed in Indian currency, for making payment towards the whole or a part of the cost of the asset or for repayment of the whole or a part of moneys borrowed by the company from any person, directly or indirectly in any foreign currency specifically for the purpose of acquiring the asset (being in either case the liability existing immediately before the date on which the change in the rate of exchange takes effect), the amount by which the liability is so increased or reduced during the year, shall be added to, or, as the case may be deducted from the cost, and the amount arrived at after such addition or deduction shall be taken to be the cost of the fixed asset.

Explanation 1: This paragraph shall apply in relation to all balance-sheets that may be made out as at the 6th day of June, 1966, or any day thereafter and where, at the date of issue of the notification of the Government of India, in the Ministry of Industrial Development and Company Affairs (Department of Company Affairs), G.S.R. No. 129, dated the 3rd day of January, 1968, any balance sheet, in relation, to which this paragraph applies, has already been made out and laid before the company in Annual General Meeting, the adjustment referred to in this paragraph may be made in the first balance-sheet made out after the issue of the said notification.

Explanation 2:-In this paragraph, unless the context otherwise requires, the expressions "rate of exchange", "foreign currency" and "Indian Currency" shall have the meanings respectively assigned to them under sub-section (1) of section 43A of the Income-tax Act, 1961 (43 of 1961), and Explanation 2 and Explanation 3 of the said sub-section shall, as far as may be, apply in relation to the said paragraph as they apply to the said sub-section (1).

9[In every case where the original cost cannot be ascertained, without unreasonable expense or delay, the valuation shown by the books shall be given. For the purposes of this paragraph, such valuation shall be the net amount at which an asset stood in the company’s books at the commencement of this Act after deduction of the amounts previously provided or written off for depreciation or diminution in value, and where any such asset is sold, the amount of sale proceeds shall be shown as deduction.]

Where sums have been written off on a reduction of capital or a revaluation of assets, every balance sheet, (after the first balance sheet) subsequent to the reduction or revaluation shall show the reduced figures and with the date of the reduction in place of the original cost.

Each balance sheet for the first five years subsequent to the date of the reduction, shall show also the amount of the reduction made.

Similarly, where sums have been added by writing up the assets, every balance-sheet subsequent to such writing up shall show the increased figures with the date of the increase in place of the original cost. Each balance sheet for the first five years subsequent to the date of writing up shall also show the amount of increase made.

11[Explanation.- Nothing contained in the preceding two paragraphs shall apply to any adjustment made in accordance with the second paragraph.]

	*Additions and deductions since last balance sheet to be shown under each of the specified heads. 

The word "fund" in relation to any "Reserve" should be used only where such Reserve is specifically represented by earmarked investments.
	*RESERVES AND SURPLUS
9[(1) Capital Reserves.

(2) Capital Redemption Reserve.

(3) Share Premium Account (cc).

(4) Other Reserves specifying the nature of each Reserve and the amount in respect thereof.

Less: Debit balance in profit and loss account (if any) (h).

(5) Surplus i.e., balance in profit and loss account after providing for proposed allocations, namely:-

Dividend, Bonus or Reserves.

(6) Proposed additions to Reserves.

(7) Sinking Funds.] 
	INVESTMENTS
Showing nature of investments and mode of valuation, for example, cost or market value and distinguishing between-

*(1) Investments in Government or Trust Securities.

*(2) Investments in shares, debentures or bonds (showing separately shares fully paid-up and partly paid-up and also distinguishing the different classes of shares and showing also in similar details investments in shares, debentures or bonds of subsidiary companies.

(3) Immovable properties.

13[(4) Investments in the Capital of partnership firms.] 

12[(5) Balance of unutilized monies raised by issue.]
	*Aggregate amount of company’s quoted investment and also the market value thereof shall be shown.

Aggregate amount of company’s unquoted investments shall also be shown.

12[All unutilized monies out of the issue must be separately disclosed in the Balance Sheet of the company indicating the form in which such unutilized funds have been invested.]

	 
	SECURED LOANS:
	CURRENT ASSETS, LOANS AND ADVANCES:
	 

	9[Loans from Directors, 1[***], Manager should be shown separately.

Interest accrued and due on Secured Loans should be included under the appropriate sub-heads under the head "SECURED LOANS".

+The nature of the security to be specified in each case. 

Where loans have been guaranteed by 1[***] managers and/or directors, a mention thereof shall also be made and the aggregate amount of such loans under each head

++Terms of redemption or conversion (if any) of debentures issued to be stated together with earliest date of redemption or conversion.
	+(1) Debentures ++ 

+(2) Loans and Advances from Banks.

+(3) Loans and Advances from subsidiaries.

+(4) Other Loans and Advances.

 
	A. CURRENT ASSETS 

(1) Interest accrued on Investments

+(2) Stores and spare parts.

9[(3) Loose Tools.]

+(4) Stock-in-trade.

++(5) Works-in-Progress.

@(6) Sundry debtors-

   (a) Debts outstanding for a period exceeding six months.

   (b) Other debts.

   9[Less: Provision]

14[(7A) Cash balance on hand.

(7B) Bank balances-

   (a) with Scheduled Banks, and

   (b) with others.
	+Mode of valuation of stock shall be stated and the amount in respect of raw material shall also be stated separately where practicable.

++Mode of valuation of works-in-progress shall be stated.

@In regard to Sundry Debtors particulars to be given separately of- (a) debts considered good and in respect of which the company is fully secured; and (b) debts considered good for which the company holds no security other than the debtor’s personal security; and (c) debts considered doubtful or bad.

Debts due by directors or other officers of the company or any of them either severally or jointly with any other person or debts due by firms or private companies respectively in which any director is a partner or a director or a members to be separately stated.

14[Debts due from other companies under the same management within the meaning of sub-section (1B) of section 370, to be disclosed with the names of the Companies.

The maximum amount due by directors or other officers of the company at any time during the year to be shown by way of a note.

The 9[provisions] to be shown under this head should not exceed the amounts of debts stated to be considered doubtful or bad and any surplus of such 2[provision] if already created, should be shown at every closing under "Reserves and Surplus" (in the liabilities side) under a separate sub-head "Reserve for Doubtful or Bad Debts".

2[*In regard to bank balances, particulars to be given separately of-

(a) the balances lying with Scheduled Banks on current accounts, call accounts and deposit accounts; 

(b) the name of the bankers other than Scheduled Banks and the balance lying with each such banker on current accounts, call accounts and deposit account the maximum amount outstanding at any time during the year from each such banker; and

(c) the nature of the interest, if any, of any director or his relative or the 3[***] in each of the bankers (other than Scheduled Banks) referred to in (b) above.]

15[All unutilized monies out of the issue must be separately disclosed in the Balance Sheet of the company indicating the form in which such unutilized funds have been invested.]

	 
	 
	B.LOANS AND ADVANCES

(8) 16[(a)] Advances and loans to subsidiaries.

17[(b) Advances and loans to partnership firms in which the company or any of its subsidiaries is a partner.]

(9) Bills of Exchange.

(10) Advances recoverable in cash or in kind or for value to be received, e.g., Rates, Taxes, Insurance, etc.

1[(11) * * *].

(12) Balances with Customs, Port Trust, etc. (where payable on demand).
	*The above instructions regarding "Sundry Debtors" apply to "Loans and Advances" also.

	 
	UNSECURED LOANS:
	MISCELLANEOUS EXPENDITURE
(to the extent not written off 19[or adjusted]):
	 

	+8[Loans from directors, 3[***] manager should be shown separately. Interest accrued ant due on Unsecured Loans should be included under the appropriate sub-heads under the   head "Unsecured Loans".]

+Where loans have been guaranteed by 3[* * *] managers and/ or directors, a mention thereof shall be made and also aggregate amount of such loans under each head.

*See note (d) at foot of Form
	(1) Fixed Deposits. 

+(2) Loans and Advances from subsidiaries.

+*(3) Short Term Loans and Advances:

    (a) From Banks.

    (b) From others.

(4) Other Loans and Advances:

    (a) From Banks.

    (b) From others.
	(1) Preliminary expenses. 

(2) Expenses including commission or brokerage on underwriting or subscription of shares or debentures.

(3) Discount allowed on the issue of shares or debentures.

(4) Interest paid out of capital during construction (also stating the rate or interest.)

(5) Development expenditure not adjusted.

(6) Other items (specifying nature).
	 

 

 

 

 

 

 

 

 

 

 

	 
	CURRENT LIABILITIES AND PROVISIONS:
	9[+PROFIT AND LOSS ACCOUNT.]
	20[+Show here the debit balance of profit and loss account carried forward after deduction of the uncommitted reserves, if any.]

	18[The name(s) of the small scale industrial undertaking(s) to whom the Company owe a sum exceeding Rs. 1 lakh which is outstanding for more than 30 days, are to be disclosed.]
	A. CURRENT LIABILITIES 
14[(1) Acceptances.

(2) Sundry creditors.

18[(i) Total outstanding dues of small scale industrial undertaking(s); and

(ii) Total outstanding dues of creditors other than small scale industrial undertakings(s).]

(3) Subsidiary companies.

(4) Advance payments and unexpired discounts for the portion for which value has still to be given e.g., in the case of the following classes of companies:-

Newspaper, Fire Insurance, Theatres, Clubs, Banking, Steamship Companies, etc.

(5) Unclaimed Dividends.

(6) Other Liabilities (if any).

(7) Interest accrued but not due on loans.]
	 
	 

	 
	B. PROVISIONS 

9[(8) Provisions for taxation.

(9) Proposed dividends.

(10) For contingencies.

(11) For provident fund scheme.

(12) For insurance, pension and similar staff benefit schemes.

(13) Other provisions.]

A foot-note to the balance-sheet may be added to show separately:

(1) Claims against the company not acknowledged as debts.

(2) Uncalled liability on shares partly paid.
	 

 

 

 

 

 

 

 

 

 

 

 

 
	 

	The period for which the dividends are in arrear of if there is more than one class of shares, the dividends on each such class are in arrear, shall be stated.

The amount shall be stated before deduction of income-tax, except that in the case of tax-free dividends the amount shall be shown free of income-tax and the fact that it is so shown shall be stated.

The amount of any guarantees given by the company on behalf of Directors or other officers of the company shall be stated and where practicable, the general nature and amount of each such contingent liability, if material, shall also be specified.
	++(3) Arrears of fixed cumulative dividends.

(4) Estimated amount of contracts remaining to be executed on capital account and not provided for.

+(5) Other money for which the company is contingently liable.
	 
	 

	
	
	
	
	
	


VERTICAL FORM  

          Name of the Company .......................... 

          Balance Sheet as at ..........................

	 
	Schedule No.
	Figures as at the end of current financial year
	Figures as at the end of previous financial year

	I. Sources of funds:
	 
	 
	 

	(1)
	Shareholder's funds
	 
	 
	 

	 
	(a) Capital 
	 
	 
	 

	 
	(b) Reserves and Surplus
	 
	 
	 

	(2)
	Loan funds
	 
	 
	 

	 
	(a) Secured loans
	 
	 
	 

	 
	(b) Unsecured loans
	 
	 
	 

	 
	TOTAL :
	 
	 
	 

	 II. Applications of funds:
	 
	 
	 

	(1)
	Fixed assets
	 
	 
	 

	 
	(a) Gross block
	 
	 
	 

	 
	(b) Less depreciation 
	 
	 
	 

	 
	(c) Net block 
	 
	 
	 

	 
	(d) Capital work-in-progress 
	 
	 
	 

	(2)
	Investments
	 
	 
	 

	(3)
	Current assets, loans, and advances : 
	 
	 
	 

	 
	(a) Inventories
	 
	 
	 

	 
	(b) Sundry debtors
	 
	 
	 

	 
	(c) Cash and bank balances
	 
	 
	 

	 
	(d) Other current assets
	 
	 
	 

	 
	(e) Loans and advances
	 
	 
	 

	 
	Less :
	 
	 
	 

	 
	Current liabilities and provisions :
	 
	 
	 

	 
	(a) Liabilities
	 
	 
	 

	 
	(b) Provisions
	 
	 
	 

	 
	Net current assets
	 
	 
	 

	(4)
	(a) Miscellaneous expenditure to the extent not written off or adjusted
	 
	 
	 

	 
	(b) Profit and Loss account
	 
	 
	 

	 
	TOTAL :
	 
	 
	 

	Notes - 

	1. Details under each of the above items shall be given in separate Schedules. The Schedules shall incorporate all the information required to be given under A - Horizontal Form read with notes containing general instructions for preparation of balance sheet.

	2. The Schedules, referred to above, accounting policies and explanatory notes that may be attached shall form an integral part of the balance-sheet. 

	3. The figures in the balance-sheet may be rounded off to the nearest '000' or '00' as may be convenient or may be expressed in terms of decimals of thousands. 

	4. A foot-note to the balance sheet may be added to show separately contingent liabilities.


 
17. Define capital profit & revenue profit:
Capital profit: The term Capital profit means these profit which arise from transactions which do not fall with in the normal activities. For example trading company sells part of its fixed assets at a price higher than its original price.

Revenue profit: The term Revenue profit means these profit which arise from transactions which is in normal business activities. For example sale of goods, rendering services etc. 

18. Define internal audit, statutory audit & tax audit:
19. Define mutual funds:

Mutual funds: It is a pool of investors money invested and managed by an investment adviser. Money can be invested in the fund or withdrawn at any time, with few restriction, at Net asset vale (the per share market value of all securities held) minus any loads and/or fees. Definition of mutual fund as given in the regulations is a fund established in the form of a trust by a sponsor to raise monies by the trustees through the sale of units to the public or a a section of the public under one or more schemes for investing in securities including money market  instruments in accordance with SEBI guidelines.
20. Difference b/w trade discount & cash discount:
Trade discount
21. What is B R S:
22. Difference b/w SENCEX & NIFTY:
23. Valuation methods of shares :
Methods:         (1) Net Assets Method



(2) Yield Method




(a) Earnings Capitalization Method




(b) Discounted Cash Flow Method



(3) Fair Value Method



(4) Discounted Cash Flow Method


24. Non performing assets:
Meaning: Under guidelines, income recognition, and provisioning in respect of a credit facility are based on its status as performing or Non-performing. In concept a credit facility becomes Non-performing “when it ceases to generate income for a bank”.
25. Difference b/w tangible & intangible & fictitious & non fictitious:
Tangible & Intangible: Intangible asset is defined as an identifiable non-monetary  asset without physical substance, held for use in the production or supply of goods or services, for rental to others, or administrative purposes. For example Goodwill, Know how, Trademarks etc. 

Tangible asset means it is an identifiable monetary asset with physical substance held for use in the  production or supply of goods or services, for rental to others, or administrative purposes. For example Fixed assets, cash and cash receivables etc.
Fictitious & Non-fictitious: Fictitious assets means it is an asset which can be visible and touchable were as in case of non-fictitious asset it is a negative explanation. For example all tangible assets are can be classified under fictitious assets and all intangible assets can be classified under Non-fictitious assets.
26. General reserve & capital reserve:
Refer Q.No.7
27. Provisions Vs Reserves:
Refer Q.No.7

28. What is the Balance sheet and Cash flow

Balance sheet explains or shows the position of Liabilities and Assets as on particular date.

Cash Flow Statement explains about the cash flows during the particular period. In other words cash flow statement discloses the cash inflow and cash outflow for the particular period.

29. capital employed :
30. What is the share holder net worth:
31. Derivatives :
Meaning: Derivative meaning forward, future or option contract of pre-determined fixed duration, linked for purpose of contract fulfillment  to the value of specified real or financial asset or to the index of securities. 

32. Forward & Future option, options swaps:
Forward contract: Forward contract is one of the financial instrument entered by two parties to avoid the financial risks in money/capital market. In this contract both the parties are obliged to perform the contract. There is no guarantee of performance by clearing corporation. And there is no liquidity since it can not be traded in stock exchanges.

Future contract: It is also one of the financial instrument. In this contract both the parties are obliged to perform the contract. Clearing corporation gives the guarantee to perform the contract. Futures can be  freely traded in stock exchanges therefore liquidity is more.

Option contract: It is also one of the financial instrument. The holder of the right has the right to perform the contract not the obligation to perform. The writer has the obligation to perform and has no right to insist on performance. Clearing corporation guarantee to performance. It ca be traded in stock exchanges.
Swaps: Swaps is an arrangement for exchange of commitments between two parties without nullifying the primary external obligations of the parties. The swap can be used to hedge either interest rate risks or currency risks.   

33. Market Capitalization method:
34. Capital budgeting ( about methods):
Meaning: The term capital budgeting means planning of capital assets. The capital budgeting decision means a decision as to whether or not money should be invested in long-term projects such as the setting up of  a factory or installing a machinery or creating additional capacities to manufacture a part which at present may be purchased from outside.

Methods: (1) Pay Back Period


    (2) Payback Reciprocal


    (3) Accounting or Average rate of Return Method


    (4) Net Present Value Method


    (5) Discounting Cash Flows.




35. What is the mean of Zero base budget:
Meaning: It is an expenditure control device where each divisional head has to justify the requirement of funds for each head of expenditure and prepare budget accordingly, without reference to the past budget or achievements. It is an operating planning and budget process, which requires each manager to justify the entire budget requests in detail from scratch (hence zero base).
36. What is the mean of Zero coupon bond:
Meaning: Zero coupon bond means a bond –



(a) Issued by any infrastructure capital company or infrastructure capital fund or public sector company on or after the 1st day of June, 2005.

 (b) In respect of which no payment and benefit is received or receivable before maturity or redemption from Infrastructure company

(c) which the Central Government may, by notification in the official Gazette, specify in this behalf. 

37. How many types of cash flow statement:
Cash Flow statements can be presented in two types (1) Direct method (2) Indirect method. For details refer Q. No.10

38. What is the components of B/S.

SOURCES OF FUNDS

(1) Shareholders Funds

(a) Share Capital

(b) Reserves and Surplus

(2) Loan Funds

(a) Secured loans

(b) Unsecured loans

(3) Deferred Tax liability

APPLICATION OF FUNDS

(1) Fixed Assets

Gross Block

Less: Depreciation

(a) Net Block

(b) Capital Work-in-Progress at Cost

      (2) Investments

      (3) Current Assets, Loans and Advances:


         (a) Inventories

(b) Sundry Debtors

(c) Cash and Bank balances
(d) Other Current assets-Interest accrued

(e) Loans and Advances

Less:

Current Liabilities and Provisions:

( a)Liabilities

(b ) Provisions



Net Current Assets


(4) Miscellaneous Expenditure to the extent not written off or adjusted 

39. What is  Unearned revenue, Capital & Fixed Expenditure
Unearned revenue: 
Capital & Fixed Expenditure:
