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Section 128 - Books of account, etc, to be kept by company 
1. Every company shall prepare 


for every financial year which give a true and fair view of the state of the affairs of the company.

“books of account” includes records maintained in respect of—
(i) all receipts and expenditure;

(ii) all sales and purchases of goods and services by the company; 

(iii) the assets and liabilities of the company; and 

(iv) the items of cost as may be prescribed under section 148 in the case of a company which belongs to any class of companies specified under that section .

“financial statement” in relation to a company, includes—

(i) a balance sheet ; 

(ii) a profit and loss account, or in the case of a company carrying on any activity not for profit, an income and expenditure account for the financial year;

(iii) cash flow statement ; 

(iv) a statement of changes in equity if applicable; and

(v) any explanatory note annexed :

Provided that the financial statement, with respect to One Person Company, small company and dormant company, may not include the cash flow statement;

 “financial year” means the period ending on the 31st day of March every year, and where it has been incorporated on or after the 1st day of January of a year, the period ending on the 31st day of March of the following year.

2. The books of account shall be kept at the registered office of the company.
3. However, BOD may decide to keep the books of account at any other place in India provided BOD file with the Registrar a notice in writing giving the full address of that other place within 7 days. 
4. The company may keep such books of account in electronic mode also. 
· The books of account maintained in electronic mode shall remain accessible in India.
· It shall be retained completely in the format in which they were originally generated, sent or received, and the information contained in the electronic records shall remain complete and unaltered. 
· The information received from branch offices shall not be altered and shall be kept in a manner what was originally received from the branches. 
· The information in the electronic record of the document shall be capable of being displayed in a legible form.
· There shall be a proper system for storage, retrieval, display or printout of the electronic records as the Audit Committee, if any, or the  Board may deem appropriate
· the back-up of the books of account and other books and papers of the company maintained in electronic mode, including at a place outside India, if any, shall be kept in servers physically located in India on a periodic basis. 
· The company shall intimate to the Registrar on an annual basis at the time of filing of financial statement- 
· the name of the service provider; 
· the internet protocol address of service provider; 
· the location of the service provider (wherever applicable); 

5. The books of account of the branch office may be kept at the branch office. But proper summarized returns made up-to-date shall be sent periodically by the branch office to the registered office of the company.
“branch office”, in relation to a company, means any establishment described as such by the company.

6. The books of account shall be open for inspection at the registered office of the company or at such other place in India by any director during business hours.
· The summarized returns of the books of account of the company kept and maintained outside India shall be sent to the registered office at quarterly intervals
· Where any other financial information maintained outside the country is required by a director, the director shall furnish a request to the company setting out the full details and the period for which such information is sought.
· The company shall produce such financial information to the director within 15 days of the date of receipt of the written request. 
· The financial information may be inspected only by the director himself and not by or through his power of attorney holder or agent or representative.

7. If the MD, the whole-time director in charge of finance, the CEO or any other person, contravenes such provisions, such person shall be punishable with imprisonment for a term which may extend to 1 year or with fine which shall not be less than 50,000 rupees but which may extend to 5 lakh rupees or with both.
8. The books of account shall be kept for a period of not less than 8 financial years immediately preceding a financial year, or where the company had been in existence for a period less than 8 years, in respect of all the preceding years.

Q. SRL Ltd. is having its registered office in the city of Jaipur, has its manufacturing plant (Factory) located in the industrial area of New Delhi. The Board wants to keep all its books of accounts at New Delhi (Factory) instead of the registered office. Kindly advise as per the provisions of the Companies Act, 2013, can the Board of Directors do so?

Q. Mr. X, the accounts manager of the company is of the opinion that now as per Companies Act, 2013 there is no requirement to maintain books of accounts in physical mode hence he had converted all his books relating to last year into computerised form from manual and scanned all the documents and digitised them. Now company has past 8 years record in electronic form. Comment. 
Q. Mr. Y, the manager accounts from this year started maintaining books and papers in electronic mode. They outsourced the accounting to a Srilankan firm which maintain the accounts of the company and backup as well in electronic mode at a server based in Srilanka which is accessible in India. Comment.  
Q. Mr. Z, the nominee director of the bank wants to have access over books of accounts. Manager of the company is of the opinion that whenever he requires any access to books of accounts or any financial information related to Indian business or foreign branch he should inform the company 15 days before the same and then the company shall make it available for inspection. Comment. 
Q. Mr. Ramanujam, one of the Directors in Debari Food Processing Limited was not satisfied with the performance of the company in financial matters. He requested Mr. Anandaraja, a Chartered Accountant, to inspect the books of accounts of the company on his behalf. Decide, under the provisions of the Companies Act, 2013 whether the said company can refuse to allow Mr. Anandaraja to inspect the books of accounts?					       [May 2013]
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