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Revisions of
&

Basics of Accounting

11th&12th commerce
CA-Foundation CA-Intermediate

· Basics of Accounting ASSUMPTION: You know basics

Alc concepts &conventions ofAccounting very
well

Baoks of Accounts +
Cash Book Advanced Accounting Aspects
subsidiary Books focus on Corporate Accounting
Toumal Proper 1) Cash flow Statement
Trial Balance

2) Amalgamation of Cos.
· BRS

3) Internal Reconstruction
· ROE

· Depreciation
4) Al c of Buy Back of securities

· valuation of Inventories
5) Esof Co.
6) Branch Accounting

· Bills of Exchange 7) Cons . F .S .
· finalAccounts

- NonMan. Entify +

- Man. Entity
sows your seeds for
CA-Final FR

· NPO

by· Partnership At covering all As&

- Admission

- Retirement
- Death [

As-> CA-Intel

Basis for
- Dissolution

IndAS/IFRS-> CA-Final
· single Entry System
· company Accounts
Introduction)
- Und . Corporate Entity
- Allo shares & Deb .
Cissue, Forfeiture, Reissue)

- Alcof Bonus& Right Issue
- Alcof Red of PS& Deb.



#2) Accounting process
Event

↓
transaction

↓

Identify the All Involved
↓

Identify the Nature of AK (P/R/N)
↓

Apply Golden Rules of Acc.
↓

Pass Journal Entry -> PBOA-E
↓ -

Posting to Ledger-> SBOA

↓
PrepareTrial Balance

↓ typeso
Preparation of fin . Statements

-> Framewo

Analysis ↓
tools
2

Analysis of Financial
statements
- usersof

FS

# 2) types ofEntities/Organizations
Onthe basis of
Objectivity

X X

Profitmaking/ Not for profitt
Commercial Entities Social/special Purpose

Entities
· Proprietorship TRUSTS (NonCorp-NPO)

of
· PartnershipFirm
(General & LLP) See. 8 Companies

(corporate NPO)
· company



#3) users of financial statements

EHOLDE Direct
-> Indirect

INTERNAL EXTERNAL
USERS USERS

1) shareholders I Prospective shareholders

a) Management of Co. 2) Prospective Investors

3) Investors 3)Trade Experts
4) Employees 4) Brokers/Underwrites

5)tax Authorities 5) competetors
6) hort . Authorities

7) unders & Bankers
5) customers (B2B)

B2B⑭
CARS

XXX=
↓-> EXIDE

e57000/unit Battery ezs000/unit
150

,
000

10 Cr.

saving
X Quantitative

Qualitative

#4) Objectives of Preparation & Presentation of FS
Y -
contents to be How the content should

included in S be presented special
/ ↓ Entities

Non corporate corporate
·Trusts

Entities Entities
· Bankingo
· Insuranc

Prop. Sch.of CoPartnership Cos
.Act2013 CIRDA)



objectives of FS
Y Fascertain

To ascertain financial position
Financial Performance Isolvency , Liquidity)

#5) framework of preparation & Presentation of S

Balance sheet Solvency -

Sec. 2 (40) of statement of P&L profitabilitycompanies Act 2013
Financial statements

cash flow statement liquidity
of a co.

statementshowing trust, Managementchanges in EquityCGPFS) Notes to Accounts Assumptions &
Accounting Policies

companies Act 2013
↓ chp.

5

Schedule
I

↓ ↓
Part-I Part-I

-

BalanceSheet statement ofO&L

#6) AnalysisTools

I E-Dit/cross

&
# L Leverage

-

/ &



↓ ↳
· Tangible/Intangible ·Non-current(long terr)/
· Depreciable/Non-Depr . current

· won current(fixed)/current · Internal/External
· Monetory /Non-Monetory

BALANCE SHEET

Capital Land &Building
↑&M

Reserves

CapitalReserve FOF

Capital Capital Red . Reserve long Term Investments[Revaluation Reserve Trade Receivables

Revenue /General e
a

Inventories

Revenue Reserve cash at Bank

Loans cash in Hand
Trade Payables
Outstanding Liabilities

XXXXX XXXXX

C t L = A ->Accounting
↓ Equation

Shareholder's Funds / valuation of share of a co.
-

Equity /
Owner's Equity/ SC+ RS

Net worth / MP/ES = Net Worth/Shareholders Funds
Net Assets/ Total No

. of ES

Capital + Reserves &surplus
MRF TYRES LTD .

1ES = FVE10 = 2135,000



P& L A/C -> Current year's Profit

↓ -
PROVISIONS

RESERVES

An amount set aside out of An amount set aside outof
PaLak for creation ofan P&LA to meet any future
asset in future or to liability , the exact amount
safeguard the future. of which is presently

unascertainable .

Revenue Reserves (RR) : RR are those reserves which
are created out of Revenue profits i. .e. the profits that
arises due to day to day business operations
i

.e - by doing primary business activity or related
activities.

E.g. Palak
,
General Reserves , the Reserves.

IMP : A co . can distribute dividend out ofRonins
co · can distribute dividend without any
out of current years profit and subject to restrictions
out of accumulated profits. (Ch . 5)

CAPITAL RESERVES ((R) : CR are those reserves
which

are created out of capital profits i .e . the profits
that

occur due to occassional transactions. E .g . sale of
an asset

, receipt of grant from government for
any specific fixed asset.

E . g. Capital Redemption Reserve , Revaluation Reserve,

Capital Reserve ,
etc.



IMP: Balance in CO cannot be used for
distribution

of dividend . crcomes with
restrictions on it's asage/

disposal. E. g. as per section 55 of companies Act

2013
,
Balance in CRR can be used only for issue

of fully paid up Bonus shares to the existing
shareholdens. · All of Bonus & RightIssue

· Redemption of Reference shares

#7) capital structure · Redemption of Debentures

Borrowed funds
Y

Owned funds

"EQUITY SHARES" "DEBENTURES"

· voting rights · No voting Rights
· No certainty about pir. · Fixed Rate of Interest
· Permanent capital with · Repayable/Reedemable&

no repayment obligation (Max . RP 20yrs. /304r.)

·Provides Ownership of Co. · creditors/lenders of Co.

· Unlimited Returns · Restricted Return

-

- It It I



Evolution of "PREFERENCE SHARES"
CESC + Debentures)

· Restricted Voting Rights
· Fixed Rate of Dividend
· Redeemable PS (20-304

.)

· Ownership of Co. with preference
in

Repayment of Capital
& Payment of Div.

Participating ps (fixed Div . - Share surplus
with ESH)

TYPES OF SHARE CAPITAL

Authorised/Registered/Nominal SC

Y Y
Issued SC Unissued SC

Y Y

subscribed SC Unsubscribed SC

Y

calledupsc uncalled SC reservecapital

X ~

PaidupSC Unpaid SC



Accounting &Legal Aspects relating to share Capital :
-

EQUITY SHARE : IP = FV Par

IP > Fr Premium (Sec .52)
#2) Accounting of essue of ES IP< FV Discount(Sec .53)

#2) Accounting ofForfeiture of ES Sec.54-sweat

#3) Accounting ofRe-issue of forfeited shares Equity
shares

· #4) Accounting of Issue of Bonus shares (Sec
.
63)

· #5) Accounting of Issue of Right shares (Sec.62)
#6 Accounting of Buy Backof ES (Sec.6S)-ch .3

PREFERENCE SHARE :

#1) Accounting of Issue of Ps
· #2) Accounting of Redemption of PS (Sec .55) -CRR

DEBENTURES :

#2) Accounting of Issue of Debentures
· #2) Accounting of Redemption of Deb . (Sec .71) -DRR



Evolution of relationship between companies
100% Absorption (AS-14)A-> B Holding-subs· Rel/ Fully owned subs . (AS-21)Absorption

A-50%+ > B Acquisition/subsidian Party Owned Subs . (AS-21)Co.

A -20% -50%
> B Association AS-23

Less than 20%A-> B Investment AS-13

AOSH> B Joint Venture AS-27

(particular Partnership)

Financial statements

to be prepared by company

ch .7
X T

Standalone FS consolidated FS

Es of the co. only Standalone FS

Only RIL
↓ FS of Subsidiaries (AS-21)

+ Fs of Associates (AS-23)

+ FS of IV (AS-27)

Reliance-> Tio Financial services RIL
- Tip

Industries- > Reliance Retail + Reliance Retail
Cd . (RIL) -



ch.5

Particular Note Ref.

I. EQUITY & LIABILITIES

1. shareholder's funds

(A) Share capital
(B) Reservesasurplus

2. Share Appl . Money pending
Allotment.

3. Non-current liabilities

4. current liabilities·II . ASSETS2. current Assets

Trade receivables

Inventories

cash & cash Equivalents



statement of profit and Loss :-

Particulars Note Ref. Current Year PreviousYear

I. Revenue from operations
#. Other Income

# TOTAL INCOME

IV. Expenses
Purchases/CoGS

changes in
inventories

finance cost
&- IDepreciation & Amortis .

Other Expenses

# .
provision for Taxation

# .
Net Profit/(loss) After tax--> NPAT/PAT

MRE TYRES LTD .

-Fr E10
IES Very few Buyers-MP 140,000

- 10ES

SPLIT

LES-
FVEL

-> Mp E14,000
More Buyers



SC + R&S-↑ MPIESA

->
Distribute by Dividend Vedanta

Profit -> Retain MRF


