
 
 

QUESTION 1 

What are provisions relating to financial statements under the new companies act 2013 

SOLUTION 

The following provisions under relevant sections should be considered: 

 Section 129 of companies act 2013, provides for preparation of financial 

statements. 

 2(40) to include balance sheet, profit and loss account/income and expenditure 

account, cash flow statement, statement of changes in equity and any 

explanatory note annexed to the above. 

 New section 129 corresponds to existing section 210. It provides that the 

financial statements shall give a true and fair view of the state of affairs of the 

company and shall comply with the accounting standards notified under new 

section 133. 

 It is also provided that the financial statements shall be prepared in the form 

provided in new schedule III. 

 It may be noted that in the new schedule III the provisions for preparation of 

balance sheet and statement of profit and loss have been given which are on the 

same lines as in the existing schedule VI. 

 Further, in the new Schedule III detailed instructions have been given for 

preparation of consolidated financial statements as consolidation of accounts of 

subsidiary companies is now made mandatory in section 129. 

 It may be noted that for the first time a provision has been made in the new 

section 129(3)that if a company has one or more subsidiaries it will have to 

prepare a consolidated financial statement of the company and of all the 

subsidiaries in the form provided in the new schedule III. 

 The company has also to attack along with its financial statement, a separate 

statement containing the salient features of the financials of the subsidiary 

companies in such form as may prescribed by the rules. 



 
 

 It is also provided that if the company has interest in any associate company or a 

joint venture the accounts of that company as well as joint venture shall be 

consolidated. 

 For this purpose associate company has been defined in new section2(6) 

company has significant influence i.e. it has. 20% of the total share capital of the 

company or has control on the business decision under an agreement. 

The Central Government has power to exempt any companies from complying with any 

of the requirements made under the section. 

 

QUESTION 2 

What happens when requirements of schedule 3 contradicts with the 

Provisions of Accounting Standards? 

 

SOLUTION 

Where compliance with the requirements of the Act including 

Accounting Standards as applicable to the companies require any change in 

treatment or disclosure including addition, amendment, substitution or deletion in the 

head or sub-head or any changes, in the financial statements or statements forming part 

thereof, the same shall be made and the requirements of this Schedule shall 

stand modified accordingly.    The disclosure requirements specified in this 

Schedule are in addition to and not in substitution of the disclosure requirements 

specified in the Accounting Standards prescribed under the Companies Act, 2013. 

Additional disclosures specified in the Accounting Standards shall be made in the notes 

to accounts or by way of additional statement unless required to be disclosed on the 

face of the Financial Statements.   

 

NOTE: This part of Schedule sets out the minimum requirements for on the face of the 

Balance Sheet, and the Statement of Profit and Loss (hereinafter referred to as —

Financial Statements || for the purpose of this Schedule) and Notes. Line items, sub-line 

items and sub-totals shall be presented as an addition or substitution on the face of the 



 
 

Financial Statements when such presentation is relevant to an understanding of the 

company’s financial position or performance or to cater to industry/sector-specific 

disclosure requirements or when required for compliance with the amendments to the 

Companies Act or under the Accounting Standards.  
 

QUESTION 3 

How can an asset be classified as a current assets? 

SOLUTION 

(a) it is expected to be realized, or is intended for sale or consumption, in the company’s 

normal operating cycle; or 

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

(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. 

QUESTION 4 

How can an asset be classified as a non current asset? 

SOLUTION 

The Asset other than Current Asset shall be classified as non current assets. 

QUESTION 5 

What is the meaning of an operating cycle? 

SOLUTION 

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 duration 

of 12 months. 



 
 

QUESTION 6 

ICAI  Ltd provides you the following information : 

1. Raw material stock holding period : 3 months  

2. Work –in-progress holding perios : 1 month  

3. Finished goods holding period : 4 monjths  

4. Debtors collection period : 6 months  

You are required to compute the operating cycle.  

 

SOLUTION  

According to Schedule III “an operating cycle is the time between the acquisition of 

assets for processing and their realization in cash or cash equivalents”.  

 

Operating Cycle = Raw material stock holding period+work-in-progress holding period + 

Finished goods holding period+Debtors Collection period = 3+1+4+6=14 months.  

 

 

QUESTION 7 
State giving reason whether the Trade Receivables are Current Assets or Non-Current 
Assets as per Schedule III in the following cases.  

Case Operating Cycle Period  Expected Realization period 

1 11 months  10 months 

2. 11 months  12 months  

3. 11 months  13 months 

4. 14 months 13 months  

5. 14 months  15 months  

 
SOLUTION  
 

Case  Current Assets or 
Non-Current Assets 

Reason  

1 Current Assets Expected Realization period  
- Is less than the Operating Cycle period and  
- Is within 12 months  



 
 

2. Current Assets Expected Realization Period within 12 months although it 
is more than the Operating Cycle period  

3. Non-Current Assets Expected Realization period is more than the Operating 
Cycle Period and 12 months Period.  

4. Current Assets Expected Realization period is less than the Opeating 
Cycle period although it is more than the 12 months 
period.  

5. Non-Current Assets Expected Realization period is more than the operating 
cycle period and the 12 months period.  

 

QUESTION 8 
State giving reason whether the Trade payables are Current Liabilities or Non-Current 
Liabilities as per schedule III in the following cases :  

Case Operating Cycle Period Expected Payment Period 

1 11 months  10 months  

2 11 months  12 months  

3 11 months  13 months  

4. 11 months  15 months  

 
 
 
SOLUTION : 
 

Case Operating Cycle 
Period 

Expected Payment Period 

1 Current Liabilities  Expected Payment Period  
- Is less than the Operating Cycle period and  
- Is within 12 months  

2. Current Liabilities Expected Payment period is within 12 months although it 
in more than the Operating Cycle period.  

3. Non-Current 
Liabilities  

Expected Payment period is more than the operating 
Cycle period and 12 months period.  

4. Non-Current 
Liabilities  

Expected Payment period is more than the Operating 
Cycle Period and the 12 months period.  

 

QUESTION 9 (MAY 14 8MARKS)  

ICAI Ltd. Is in the process of finalizing its accounts for year ended 31st March, 2015 and 

furnishes the following information :  



 
 

i) Finished goods normally are held for 1 month before sale.  

ii) Sales realization from Debtors usually takes 2 months from date of credit 

invoice.  

iii) Raw materials are held in stock to cover 1 month’s production requirements.  

iv) Packing materials, being specifically made for the company and having lead 

time of 3 months is held in stock for 3 months.  

v) Being a monopoly KAY Ltd. Enjoys a credit period of 12.5 months from its 

suppliers who sometimes at the end of their credit opt for conversion of their 

dues into long term debt of KAY Ltd.  

You are required to compute the operating cycle of ICAI Ltd. As per Schedule III of 

The Companies Act, 2013. As the suppliers of the company are paid off after a credit 

period of 12.5 months should this be part of Current Liability ? Would your answer 

be the same if the creditors are settled in 330 days ?  

 

SOLUTION:  

Operating Cycle: 1+1+3+1+2=8 months  

(Credit Period given by Suppliers should not be deducted while computing 

operating cycle as per Schedule 3) 

 

Classification of Liability to suppliers : Schedule III provides that :  

“A liability shall be classified as current when it satisfies any of the following 

criteria: 

i) It is expected to be settled in the company’s normal operating cycle ; 

ii) It is held primarily for the purpose of being traded; 

iii) It is due to be settled within 12 months after the reporting date; or  

iv) The company does not have an unconditional right to defer settlement of the 

liability for at least 12 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 and do not affect its classification”. 

a) When Credit period is 12.5 months : It will be treated as non-current liability 

since it is not due to be settled within 12 months after the reporting date.  



 
 

b) When credit period is 330 days (i.e. 11 months approx.) : It will be treated as 

current liability since it is due to be settled within 12 months after the 

reporting date.  
. 

QUESTION 10  
X Ltd. Provides you the following Information.  

1. Raw material stock holding period : 4 months. 
2. Work-in-progress holding period : 2 months. 
3. Finished goods holding period : 3 months.  
4. Debtors collection period : 4 months  

You are required to compute the operating Cycle.  
 
SOLUTION  
As per Schedule III “An operating Cycle is the time between the acquisition of Assets for 
processing and their realization in cash or cash equivalents”.  
 
Statement showing calculation of Operating Cycle 
 Raw material stock holding period    =4 months  
 + work-in-progress holding period    =2 month 
 + Finished goods holding period     =3months 
 +Debtors collection period       =4months 
         --------------- 
         13 months 
         --------------- 
 
QUESTION 11  

H Ltd. engaged in the business of manufacturing lotus wine. The process of 

manufacturing this wine takes around 18 months. Due to this reason H Ltd. has 

prepared its financial statements considering its operating cycle as 18 months and 

accordingly classified the raw material purchased and held in stock for less than 18 

months as current asset. Comment on the accuracy of the decision and the treatment of 

asset by H Ltd. As per Schedule III. 

SOLUTION 

 As per Schedule III, one of the criteria for classification of an asset as a current 

asset is that the asset is expected to be realised in the company’s operating cycle 

or is intended for sale or consumption in the company’s normal operating cycle. 



 
 

 Further, Schedule III defines that an operating cycle is the time between the 

acquisition of assets for processing and their realization in cash or cash 

equivalents. 

 However, when the normal operating cycle cannot be identified, it is assumed to 

have duration of 12 months. As per the facts given in the question, the process of 

manufacturing of lotus wine takes around 18 months; therefore, its realisation 

into cash and cash equivalents will be done only when it is ready for sale i.e. after 

18 months. 

 This means that normal operating cycle of the product is 18 months. Therefore, 

the contention of the company’s management that the operating cycle of the 

product lotus wine is 18 months and not l2 months is correct. H. Ltd. will classify 

the raw material purchased held in stock as current asset. 

 

QUESTION 12 

How can a liability be classified as a current liability? 

SOLUTION 

(a) It is expected to be settled in the company normal operating cycle; or 

(b) It is held primarily for the purpose of being traded; or 

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

(d)The company does not have an unconditional right to defer settlement of the liability 

for least twelve months after the reporting cm Terms of a liability that could, at the 

option the counterparty, result in its settlement by the issue of equity instruments do 

not affect its classification. 

QUESTION 13 

How can a liability be classified as a non current liability? 

SOLUTION 

The liability other than Current liability shall be classified as Non-Current.  



 
 

QUESTION 14 (AUDIT-May-13) 

The Balance Sheet of G Ltd as at 31st March 13 is as under. Comment on the 

presentation in terms of revised Schedule III and Accounting Standards issued by NFRA. 

Heading 
Note 

No. 
31s‘ March, 13 31st March, 12 

Equity & Liabilities       

Share Capital 1 Xxx xxx 

Reserves & Surplus 2 0 0 

Employee stock option 

outstanding 
3 Xxx xxx 

Share application money 4 Xxx xxx 

Non-Current Liabilities 5 Xxx xxx 

Deferred tax liability((Arising 

from Indian Income Tax) 
      

Current Liabilities 6 Xxx xxx 

Trade Payables   Xxx xxx 

Total   Xxxx xxxx 

Assets       

Non-Current Assets        

Fixed Assets-Tangible 7 Xxx xxx 

CWIP (including capital advances) 8 Xxx xxx 

Trade Receivables 9 Xxx xxx 



 
 

Deferred Tax Asset((Arising from 

Indian Income Tax) 
10 Xxx xxx 

P&l Debit balance       

Total   Xxxx xxxx 

SOLUTION 

Following Errors are noticed in presentation as per Schedule III: 

(I) Share Capital & Reserve & Surplus are to be reflected under the heading 

Shareholders’ funds, which is not shown while preparing the balance sheet. Although it 

is a part of Equity and Liabilities yet it must be shown under head Shareholders ‘funds. 

The heading Shareholders ‘funds is given in the question missing in the balance sheet. 

(ii) Reserve & Surplus is showing zero balance, which is not correct in the given case. 

Debit balance of statement of profit & Loss should be shown as a negative figure under 

the head Surplus’. The balance of Reserves and Surplus’, after adjusting negative 

balance of surplus shall be shown under the head Reserves and Surplus ‘even if the 

resulting figure in negative. 

(iii) Schedule III requires that Employee Stock Option outstanding should be disclosed 

under the heading Reserves and Surplus 

(iv) Share application money refundable shall be shown under the sub-heading Other 

Current Liabilities. As this is refundable and not pending for allotment, hence it is not a 

part of equity. 

(v) Deferred Tax Liability has been correctly shown under Non-Current Liabilities. But 

Deferred tax assets and deferred tax liabilities, both, cannot be shown in balance sheet 

because only the net Balance of Deferred Tax Liability or Asset is to be shown. 

(vi) Under the main heading of Non-Current Assets, Fixed Assets are further classified as 

under: 

I. Tangible assets II.     Intangible assets 

III. Capital work in Progress       IV. Intangible assets under development. 



 
 

Keeping in view the above, the CWIP shall be shown under Fixed Assets as Capital Work 

in Progress. The amount of Capital advances included in CWIP shall be disclosed under 

the sub heading Long term loans and advances under the heading Non-CurrentAssets. 

(vii) Deferred Tax Asset shall be shown under Non-Current Asset. It should be the net 

balance of Deferred Tax Asset after adjusting the balance of deferred tax liability. 

QUESTION 15  

How will you disclose the following items while preparing the Balance Sheet of a 

company ?  

1. Trade Receivables  

2. Trade Payables 

3. Current Maturities of Long-term debt.  

 

SOLUTION :  

1. Trade Receivables are to be classified as Current Assets if Expected Realization 

period is either within the Operating Cycle Period of within the 12 months period.  

2. Trade Payables are to be classified as Current Liabilities if expected payment 

period is either within the 12 months period.  

3. Current Maturities of Long-term Debt represents that portion of long-term 

borrowings which is due within 12 months from the date of Balance Sheet or with 

in Operating Cycle Period. It appears under the head ‘Current Liabilities and sub-

head ‘Other Current Liabilities’. For example 12% Debentures of Reliance Ltd. Rs. 

100 lacs (20% Redeemable within 1 year). Rs. 20 lacs will appear as Current 

maturity of Long-term Debt under the head ‘Current Liabilities’ and sub-head 

‘other Current Liabilities and Rs. 80 lacs will appear under the head ‘Non-Current 

Liabilities’ and sub head ‘Long-Term Borrowing’.  

 

QUESTION 16 

State under which head these accounts should be classified in balance Sheet, as per 

Schedule III to The Companies Act 2013 :  

i) Shares application money received in excess of issued share capital.  

ii) Share option outstanding account. 



 
 

iii) Unpaid matured debenture and interest accrued thereon. 

iv) Uncalled liability on shares and other partly paid investments.  

v) Calls unpaid.  

vi) Intangible Assets underdevelopment  

vii) Money received against share warrant.  

viii) Long term maturity of finance lease obligation.  

 
Solution :  

Classification of following accounts for the presentation in  
Schedule III to be Companies Act, 2013. 

 Accounts Head 

i) Share application money received in excess 
of issue share capital  

Other Current liabilities.  

ii) Share option outstanding account Reserve & Surplus  

iii) Unpaid matured debenture and interest 
accrued thereon 

Other Current Liabilities.  

iv) Uncalled liability on share and other partly 
paid investment.  

Contingent Liabilities and 
commitments-Commitments to 
the extend not provided for  

v) Calls unpaid Share Capital  

vi) Intangible Assets under development  Fixed Assets 

vii) Money received against share warrant  Shareholder’s Fund 

viii) Long term maturity of finance lease 
obligation 

Long term Borrowings.  

 

QUESTION 17 

The management of X Ltd. Contends that the work in process is not valued since it is 

difficult to ascertain the same in view of the multiple processes involved. They opined 

that the value of opening and closing work in process would be more or less the same. 

Accordingly, the management had not separately disclosed work in process in its 

financial statements. Comment in line with schedule III.  

 

SOLUTION  

Schedule III to the Companies Act, 2013 requires the disclosure of opening and closing 

WIP under broad heads by way of additional information (General Instruction 5 (iii)). In 



 
 

addition, AS-2 also requires the valuation of WIP. Therefore, the non-disclosure in the 

financial statements by the company amounts to violation of Schedule III.  

 

QUESTION 18 

ICAI Ltd. Has flexi deposit linked current account with various banks. Cheques are issued 

from the current amount and as per the requirement of funds, the flexi deposits are 

encashed and transferred to current accounts. As of 31st March 2015 certain cheques 

issued to vendors are not presented for payment resulting in the credit balance in the 

books of the company. The management wants to present the books overdraft under 

current liabilities and flexi deposits under cash and bank balances. Comment.  

 

SOLUTION  

Schedule III Presentation of Bank Overdraft as per Schedule III: The instructions in 

accordance with which “Cash and Cash Equivalents” should be 

presented as per Schedule III to the Companies Act, 2015 are as follows:  

i) Cash and Equivalents shall be classified as : 

A) Balances with banks. 

B) Cheques, drafts on hand 

C) Cash on hand 

D) Others (specify nature). 

ii) Earmarked balances with banks (for example, for unpaid dividend) 

shall be separately stated. 

iii) Balance with banks to the extent held as margin money or security 

against the borrowings, guarantees, other commitments shall be 

disclosed separately. 

iv) Repatriation restrictions, if any, in respect of cash and bank balances 

shall be separately stated.  

v) Bank deposits with more than 12 months maturity shall be disclosed 

separately.  

 

Advice It is evident that is substance the position is that the composite bank 

balance including the balance in flexi deposit accounts are positive, even 

though physical set-off has not been made as on the balance sheet date. 



 
 

Further the bank has got the right to set off of flexi deposits against the 

cheques issued and hence it would be more information and useful to the 

readers of the financial statements to disclosed the book credit balance 

as a set-off from the flexi deposit accounts. The disclosure of the said 

book credit balance as book overdraft under the head current liability as 

proposed by the management is not correct.  

 

QUESTION 19  

Is non-disclosure of source from which Bonus shares have been issued, a violation of 

Schedule III to the Companies Act, 2013 ?  

 

SOLUTION 

No, since Schedule III does not require such disclosure. Schedule III merely requires the 

disclosure of aggregate number and class of shares allotted as fully paid up bonus shares 

for a period of years immediately preceding the balance sheet date is the Notes to 

accounts.  

 

QUESTION 20 

ICAI Ltd. Paid Rs. 25 lakhs as advance to Y Ltd. Towards the purchase of printing 

machinery on 15.01.2015 with delivery instruction to deliver the same in the last week 

of June, 2015. Further on 15.02.2015 X Ltd. Purchased two diesel generator sets from Y 

Ltd. For Rs. 30 Lakhs on 90 days Credit term. In the accounts for 2014-15, X Ltd. Intends 

to adjust the advance paid against Credit purchase and show the net amount of Rs. 5 

lakhs as due from them. As the Statutory Auditor, how would you deal with this ?  

 

SOLUTION  

Since X Ltd. Has paid advance amount to the supplier of machinery to be used in the 

project, such advance amount should be grouped under the main heading ‘Non-Current 

Assets’ with the sub-head as Fixed Assets with a sub-classification as ‘Capital work-in-

Progress.’ This is as per requirement of Schedule iii to the Companies Act, 2013 and the 

existing accounting practice.  



 
 

 It the advance is for purchase of their machinery, it should be grouped under a 

separate head-‘Long Term Loan and advance’ with a sub-classification as ‘Capital 

Advance’ under the main heading ‘Non-current Assets’. In view of the above, the 

proposal of X Ltd. To show the net balance in the personal accounts of Y Ltd. Is not 

correct. Such proposal will conceal the two material items in the balance sheet-one, 

expenditure towards capital asset and the other current liability for purchase of the 

generator set.  

 Hence, the auditor should advice X Ltd., to show these two items separately. If X 

Ltd., does not accept the advice, the auditor should qualify his report with suitable 

quantification of amount involved.  

 

PROBLEM 21 

ICAI Ltd. Issued Bonds to the tune of Rs. 100 lacs and provided security to the tune of Rs. 

80 lacs for the same. It insists that it will disclose the Bonds as “Secured” in the balance 

Sheet of the company. Comment.  

 

SOLUTION:  

Prima Facie, the Bonds Issued to the tune of Rs. 100 lacs are provided with security to 

the tune of Rs. 80 lacs i.e. neither fully secured nor unsecured. Guidance Note on the 

‘Terms used in Financial Statements’ issue by ICAI, states “Secured Loans’ as loan 

secured wholly or partly against tan assets. Hence the Bond should be classified under 

‘Secured Loans’ for the purpose of disclosure in the balance sheet. However the nature 

of security should be clearly specified.  

 

QUESTION 22 

What are the mandatory disclosures to be made in notes to accounts under the heading 

of share capital as per schedule 3? 

SOLUTION 

a. The number and amount of shares authorized. 



 
 

b.      The number of shares issued, subscribed and fully paid, and subscribed but not 

fully paid. 

c.       Par value per share. 

d.      A reconciliation of the number of shares outstanding at the beginning and at the 

end of the reporting period. 

e.      The rights, preferences and restrictions attaching to each class of shares including 

restrictions on the distribution of dividends and the repayment of capital. 

f.        Shares in respect of each class in the company held by its holding company or its 

ultimate holding company including shares held by or by subsidiaries or associates of 

the holding company or the ultimate holding company in aggregate. 

g.       Shares in the company held by each shareholder holding more than 5 per cent, 

shares specifying the number of shares held. 

h.      Shares reserved for issue under options and contracts/commitments for the sale of 

shares/disinvestment, including the terms and amounts. 

i.         For the period of five years immediately preceding the date as at which the 

Balance Sheet is prepared. 

i.      Aggregate number and class of shares allotted as fully paid-up pursuant to 

contract(s) without payment being received in cash. 

ii.      Aggregate number and class of shares allotted as fully paid-up by way of bonus 

shares. 

iii.      Aggregate number and class of shares bought back. 

j.        Terms of any securities convertible into equity/preference shares issued along 

with the earliest date of conversion in descending order starting from the farthest such 

date. 

k.       Calls unpaid (showing aggregate value of calls unpaid by directors and officers). 

l.         Forfeited shares (amount originally paid-up). 

 



 
 

QUESTION 23 

What are the mandatory disclosures to be made under the heading of Reserves & 

Surpluses? 

SOLUTION 

As per the provisions of schedule 3 of companies act 2013, the reserves of a company 

should be classified as follows: 

1) Capital Reserves; 

2) Capital Redemption Reserve; 

3) Securities Premium Reserve; 

4) Debenture Redemption Reserve; 

5) Revaluation Reserve; 

6) Share Options Outstanding Account; 

7) Other Reserves (specify the nature and purpose of each reserve and the amount in 

respect thereof); 

8) Surplus i.e., balance in Statement of Profit and Loss disclosing allocations and 

appropriations such as dividend, bonus snares and transfer to/from reserves, etc.; 

(Additions and deductions since last balance sheet to be shown under each of the 

specified heads); 

Reserve specifically represented by earmarked investments shall be termed as a 

“fund”. Debit balance of statement of profit and loss Shall be shown as a negative 

figure under the head “Surplus”. Similarly, the balance of “Reserves and Surplus”, after 

adjusting negative balance of surplus, if any, shall be shown under the head “Reserves 

and Surplus” even if the resulting figure is in the negative.  

QUESTION 24 

Explain the meaning of share warrants? 

 



 
 

SOLUTION 

Meaning: A share warrant is a bearer document of title to shares and can be issued only 

by public limited companies and that to against fully paid up shares only. 

 

A share warrant cannot be issued by a private company, because the share warrant 

states that its bearer is entitled to a number of shares mentioned there in. It is a 

negotiable document and is easily transferable by mere delivery to another person. The 

holder of the share warrant is entitled to receive dividend as decided by the company. 

 

A share warrant is accompanied by attached coupons for the payment of future 

dividends. 

 

There are three parts of a share warrant: 

(1)The counter foil. 

(2) Share Warrant proper. 

(3) The dividend coupons. 

 

Conditions for the issue of a share warrant: 

 

(1) Only public limited companies: Share warrant can be issued by the public limited 

companies. It cannot be issued by private companies. 

 

(2) Against share certificate of fully paid up shares: A share warrant is only issued 

against share certificate of fully paid up shares. 

 

(3) Provision in the Articles: There must be a provision in the Articles of Association 

regarding the issue of share warrant. If there is a provision, the company can issue a 

share warrant. If there is no provision in the Articles, the company cannot issue a share 

warrant. 

 

(4) Permission of the Central Government: Prior permission from the Central 

Government is necessary for the issue of share warrant. 

 

(5) Share warrant not issued originally: Share warrant are not issued originally at the 

time of initial issue. 



 
 

 

(6) AT the request of the share holder: A share warrant is issued at the request of the 

Shareholders / member and not by the company at its own initiative. 

 

In simple terms, a warrant is like an option issued by a company that gives the holder 

the right to buy stock from the company at a specified price within a certain designated 

time period. Generally speaking, warrants are issued by the company whose stock 

underlies the warrant and when an investor exercises a warrant, he or she buys stock 

from the company. A stock warrant is a way for a company to raise money through 

equity (stocks). A stock warrant is a smart way to own shares of a company because a 

warrant usually is offered at a price lower than that of a stock option. ^1  

 

Like an option, a warrant does not represent actual ownership in the stock of the 

company and it is simply the right (but not the obligation) to buy shares at a certain 

price in the future.  

 

The main difference between warrants and call options is that warrants are issued and 

guaranteed by the company, whereas options are exchange instruments and are not 

issued by the company. Also, the lifetime of a warrant is often measured in years, while 

the lifetime of a typical option is measured in months 

 

1. A share warrant can be issued only when the shares are fully paid up whereas a share 

certificate can be issued at any stage without the shares being fully paid up. 

2. A share warrant is a negotiable instrument but a share certificate is not. 

3. A share certificate is a document showing prima facie title to the shares represented 

thereby but a share warrant is the share security itself capable of easy transfer. 

4. A holder of a share certificate is a member of the company but the holder of a share 

warrant is not, unless the articles otherwise provide. 

5. A share certificate can be issued both by a public and a private company but a share 

warrant is issued only by a public company. 

QUESTION 26 



 
 

How will you disclose the following items while preparing the Balance Sheet of a 
Company ? 
  

Item  Major Head Sub-Head Sub-Sub-Head 

Preference Share whose 
redemption overdue 
 

Shareholder’s 
Funds (As per 
ICAI’s Guidance 
Note )  

Share Capital   

Share Application money 
pending Allotment-Not 
exceeding Issued Capital 
and to the extend not 
refundable  

Shareholder’s 
Fund 
 
 
 
 
 

Share Capital   

Share Application Money 
pending Allotment-to the 
extent refundable  

Current 
Liabilities  

Other Current Liabilities  
 
 

 

Debit Balance of Prifit & 
Loss A/c  

Shareholder’s 
Funds 

Reserves and Surplus (As 
a Negative Figure) 

 
 
 
 

Loans repayable after 
Operating Cycle  

Non-Current 
liabilities  

Long-term Borrowings 
 
 

 

Loans repayable within 
Operating Cycle/12 
months 
 

Current 
Liabilities  

Short-Term Borrowing  

Loans repayable on 
demand 

Current liabilities  Short-Term Borrowing  
 
 

 

Trade Payables to be 
settled within Operating 
Cycle /12 months 

Current 
Liabilities  

Trade Payables   

Interest accused and due 
on Long-Term 
Borrowings  

Current 
Liabilities 

Other Current Liabilities  
 
 

Outstanding Expenses Current 
Liabilities 

Other Current Liabilities   
 



 
 

 

Tax Payable Current 
Liabilities 

Other Current Liabilities  
 

 

Bank Overdraft Current 
Liabilities 

Other Current liabilities  

Unpaid/Unclaimed 
Dividend 
 

Current 
Liabilities  

Other Current Liabilities  

Matured Deposits Current 
Liabilities  

Other Current Liabilities  
 

Matured Debentures Current 
Liabilities  

Other Current Liabilities Current 
Maturities of 
Long-Term Debt. 
 

That portion of Long-
Term Borrowings 
repayable within 12 
months 

Current 
Liabilities  

Other Current Liabilities  

Provision for tax Current 
Liabilities  

Other Current Liabilities  
 

Proposed Dividend Current 
Liabilities  
>Note: This 
treatment is as 
per ICAI’s 
Guidance Note 
and AS 4) 

Short-Term Provisions It may be noted 
that revised 
schedule VI 
requires merely 
the disclosure in 
Note to Accounts.  

Provision for Employee 
Benefits to the settled 
with 12 months 
  

Current 
Liabilities  

Other Current Liabilities  

Provision for Employee 
Provident Fund to be 
settled after 12 months  

Non-Current 
Liabilities  

Long-term Provisions  
 
 
 

Provision for Employee 
Provident Fund to be 
settled after 12 months 
 

Non-Current 
Liabilities  

Long-term Provision  

Live Stock Current Fixed Assets  Tangible Assets 



 
 

 Liabilities  

Brands 
 

Current 
Liabilities  

Fixed Assets  Intangible Assets 

Intellectual Property 
Rights 
 

Current 
Liabilities  

Fixed Assets  Intangible Assets 

Licenses and Franchise 
 

Current 
Liabilities  

Fixed Assets  Intangible Assets 

Building under 
construction  
 

Current 
Liabilities  

Fixed Assets  Capital work-in-
Progress 

Computer Software 
under Development  

Non-Current 
Assets 

Fixed Assets Intangible Assets 
under 
Development 
 

Investment in Property 
 
 

Non-Current 
Assets  

Non-Current Investments  

Capital Advances 
 
 

Non-Current 
Assets 

Long-Term Loans and 
Advances 

 

Security Deposits 
 

Non-Current 
Assets 

Long-Term Loans and 
Advances 

 

Deposits with Custom 
Authorities 

Non-Current 
Assets 

Long-Term Loans and 
Advances 

 

Loans & Advances 
Receivable after 12  
months  

Non-Current 
Assets 

Long-term loans and 
advances 

 

Discount/Loss on issue of 
Debentures /Share 
Issued Exp. To be w/o 
after 12 months 
Preliminary Expenses 
 
 
 

As per Para 56 of 
AS 26, Intangible  

Other Non-Current Assets   

Preliminary Expenses As per Para 56 of 
AS 26, intangible 
Assets’, 
Preliminary 

  



 
 

expenses are to 
be recognized as 
expenses as and 
when they are 
incurred. Hence, 
Preliminary 
Expenses are not 
to appear in the 
Balance Sheet.  

Work-in-Progress Current Assets  Inventories  

Loose Tools Current Assets  Inventories  

Stores & Spares Current Assets  Inventories  

Trade Receivables to be 
realized within 12 
months/Operating Cycle 

Current Assets  Trade Receivables   

Provision for Doubtful 
Debts 

Current Assets Trade Receivables 
(Shown by way of 
deduction).  

 

Cheques/Drafts on hand Current Assets Cash and Cash 
Equivalents 

 

Bank Deposits with more 
than 12 months maturity  

Current Assets  Cash and Cash 
Equivalents 

 

Loan & Advances 
receivable within 12 
months 

Current Assets Short-term Loans and 
Advances 

 

Prepaid Expenses Current Assets Other Current Assets  

Interest accrued on 
Investments  

Current Assets  Other Current Assets  

Unpaid Amount on 
Shares subscribed by 
Subscribers to 
Memorandum of 
Association 

Current Assets 
(Note: 
Subscribed and 
paid up share 
capital will 
include such 
unpaid amount) 

Other Current Assets  

Calls Unpaid on Shares 
other than those 
subscribed by 
Subscribers to 
Memorandum of 

Notes to 
Accounts (Note : 
Subscribed and 
paid up Share 
Capital will be 

  



 
 

Associations  net of Calls 
unpaid).  

Guarantees  Notes to 

Accounts  

Contingent Liabilities and 

Commitments  

Contingent 

Liabilities 

Bills Discounted but not 

yet matured 

Notes to 

accounts  

Contingent Liabilities and 

Commitments  

Contingent 

liabilities.  

 

Uncalled Liabilities on 

partly paid Shares held as 

Investments 

Notes to 

Accounts  

Contingent Liabilities and 

Commitments  

Commitments 

 

 

 

Uncalled liability on 

partly paid Debentures 

held as investments. 

 

Notes to 

Accounts  

Contingent Liabilities and 

Commitments  

Commitments.  

Arrears of Fixed 

Cumulative Dividends on 

Preference Shares  

 

Notes to 

Accounts  

Contingent Liabilities and 

Commitments  

Commitments.  

Allocations and 

Appropriations such as 

Dividend, bonus Shares 

and Transfer to/from 

Reserves 

Notes to 

Accounts  

Reserves and Surplus  Surplus  

 

 

 

 

 

 
 

 

 

 

 

 



 
 

QUESTION 27  

The following trial balance has been extracted from the books of A Ltd as at 31 March 

2017: 

                                                                                        ` 000             `000 

Administration expenses                                                   250 

Distribution costs                                                            295  

Share capital (all ordinary shares of 1 each)                                                  270 

Share Premium                                                                                                80 

Revaluation surplus                                                                                         20 

Dividend paid                                                                     27 

Cash at bank and in hand                                                    3 

Receivables                                                                     233 

Interest paid                                                                     25 

Dividends received                                                                                        15                                                                                   

Interest received                                                                                           1 

Land and buildings at cost (land 380, buildings 100)       480  

Land and buildings: accumulated depreciation                                              30 

Plant and machinery at cost                                           400 

Plant and machinery accumulated depreciation                                            170 

Retained earnings account (at 1 April, 2016)                                               235 

Purchases                                                                    1,260 

Sales                                                                                                           2,165   

Inventrouy at 1 April, 2016                                            140 

Trade payables                                                                                               27 

Bank loan                                                                                                        100 

                                                                                              3,113                3,113 

  



 
 

Additional Information  

(1) Inventory at 31 March, 2017 was valued at a cost of   ` 95,000. Included in this 

balance were goods that had cost ` 15,000. These goods had become damaged 

during the year and it is considered that following remedial work the goods could 

be sold for ` 5,000. 

(2) Depreciation for the year to 31 March, 2017 is to be charged against cost of sales 

as follows:  

Building                                       5% on cost (straignt line) 

Plant and machinery                    30% on carrying amount (reducing balance) 

(3) Income tax of  ` 165,000 is to be provided for the year to 31 March, 2017 

(4) Land is be revalued upwards by ` 100,000. 

 

Prepare the statement of profit or loss and other comprehensive inocme,  

Statement of changes in equity and Balance sheet for year ended 31March 2017 

 

QUESTION 28 

The following trial balance related to B at 31 March 2017: 

 

                                                                                                     Dr.             Cr 

 

Revenue                                                                                       ` 000               ` 000  

Cost of sales                                                                                                                  5,300 

Dividends received                                                                               1,350 

Administration expenses                                                                                                   210 

Distribution costs                                                                                   490 

Interest paid                                                                                          370 

Prepayments                                                                                            190 

Dividends paid                                                                                           25 

Property, Plant and equipment                                                                 390 

Short-term investments                                                                       4,250 

Inventory at31 March 2017                                                                  2,700 

Trade receivables                                                                                     114 

Cash and cash equivalents                                                                         418 

Trade payables                                                                                           12 

Lon-team loans (repayable 2025)                                                                                       136    

Share capital                                                                                                                   1,200                                                                

Share premium                                                                                                                1,500 

Retained earnings at 31 March, 2016                                                                                 800 



 
 

                                                                                                                                        1,163 

                                                                                                                10,309            10,309 

                                                

The following information should also taken into account: 

(1) The tax charger for the year has been estimated at ` 4,70,000. 

(2) The directors declared a final dividend of ` 2,70,000 on 3 April, 2017. 

Required: 

Prepare, the statement of profit or loss and other comprehensive income Balance Sheet 

and statement of changes in equity for the year ended 31 March, 2017. 

 


