
A N N E X U R E  

[See P A R A  < 8 9 )]

A C C O U N T S

T h e Institute o f  Chartered Accountants'of India furnished us a detailed 
memorandum containing the results o f their examination of th ; require­
ments o f the balance-sheet and profit and loss account as set out in Schedule 
V I. W e have generally accepted their suggestions, as we found there was 
considerable weight o f opinion for adhering to the pattern of a prescribed 
form of balance-sheet adopted in the Companies Act. It has b;en 
brought to our notice, however, that there are some technical accounting 
defects in the present classification and, besides rectifying these, there would 
also be advantage in stream-lining to some extent the headings o f  the balance 
sheet. W e are setting out here the nature o f the changes which we suggest 
be made in Part I of Schedule V I  for this purpose and at the same time to help 
the draftsman we have attached a copy o f the balance-sheet form as proposed 
to be revised by us. We appreciate that section a n  gives ths administration 
considerable flexibility in the matter o f  meeting difficulties encountered by 
particular companies or classes o f companies in complying with the statutory 
form. Inasmuch as the Schedule can be altered by notification of Govern­
ment, any further difficulties that might arise, even after companies have 
begun to adopt the slightly revised form that we have suggested, can be met 
by making such changes as would be found necessary in the light of 
subsequent practical experience.

A  suggestion has been made that the present headings “ Assets”  and 
“ Liabilities”  shown in the form o f the balance sheet as prescribed by 
Schedule V I are inappropriate and unnecessary and had better be omitted. 
Though this criticism is in  accord w ith current accounting thought, it has 
to be admitted that a layman is not normally interested in the technical in­
tricacies o f accounting and it is doubtful whether the present headings have 
caused any confusion. On the other hand, the average shareholder has been 
used to such headings and we do not feel that the time has yet come for 
omitting them altogether.

T he following are the changes to be made in the form o f the balance 

sheet:—

(1) Numbering of the major headings may be dropped, but they will 
continue to be shown distincdy in  capitals.
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2. Share Capital :

(a) The words “ o f the above sh a re s ...........shares are allotted as
fully paid up by way of bonus shares”  be replaced by the words
“ of the above shares.......... shares are allotted as fully paid up*
by way o f bonus or other shares by way o f capitalisation of 
profits.or reserves or/and from share premium account.”

(b) “  Issued Capital” be also shown separately in similar manner as 
Subscribed Capital.

(c) A note be given in the margin requiring the showing o f  different 
classes of Preference Capital separately.

(d) In the heading “ Add Forefeited shares/’ delete the- words and 
brackets “ (amount paid up)” .

3. The heading “  Share Premium Account” may be transferred from 
“ Share Capital”  to “  Reserves and Surplus”  as item (3).

4. Reserves and Surplus : Item (2).— The word “ Fund”  should be 
deleted and the word “ Account”  substituted.

Item (3).— As suggested above, this should read “ Share Premium 
Account”  and the present item (3) changed to item (4).

Item (4).— The word “  fund”  should be changed to “  Reserve”  and 
the numbering be changed to (5),

Item (5) should be changed to item (6).

Item (6) should be changed to item (7),

Item (7) should be transferred to “  Current Liabilities and Provi­
sions”  as item “ (14) other provisions”  under the proposed sub­
major head “ B. Provisions” .

Item (8) remains as item (8).

Item (9) should be transferred under “ Current Liabilities and Pro­
visions” as item “ (13) For Insurance., Pension, and similar Stall 
Benefit Schemes” under the proposed sub-major head “ B, 
Provisions” .

A  marginal note should be inserted against the heading “ Reserves and 
Surplus”  to the effect that the word “  Fund”  in relation to any reserve should 
be used only where such reserve is specifically represented by readily 
realizable and earmarked assets.

5 • Secured. Loans .— A note should be added in the margin requiring 
disclosure,, of similar information as under Redeemable Preference 
Shares so far as Debentures are concerned.

6. Unsecured Loans. A  note similar to the existing note against
Secured Loans clinnlH Ko nAÂ A
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7- Current Liabilities and Provisions,— This should be split up in to—

(A) Current Liabilities; and
(B) Provisions.

Under “  Current Liabilities,”  items (i), (2), (5), (6), (8), (9), (10) and 
(11) should be re-numbered as items (1) to (8) and items (3) and (4) as (9) 
and (10).

Under “ Provisions” , will stand included the following detailed head 
m g s : —

(r i)  For contingencies.

(12) For Provident Fund Scheme.

(13) For Insurance, Pension and similar Staff
Benefit Schemes.

(14) Other provisions.

8. A  foot-note to the balance sheet should be added to show separately 
the following, and the major heading “  Contingent Liabilities Not 
Provided for”  deleted:—

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

(2) Uncalled liability on shares partly paid.

(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.

9. Investment s.— Item (3) should be deleted and at the end of the words 
in brackets in item (2) the following should be added:—

and showing in similar detail separately investments in shares, 
debentures and bonds o f  subsidiary companies” .

Item  (4) Immovable Property should be re-numbered as (3).

10. The existing main heads III and IV  should be grouped as a major 
head “  Current Assets and Loans and Advances”  with sub-major 

heads—

(A) Current Assets ; and-

(B) Loans and Advances

1 1 . T he existing major head “lncerest Accrued, on Investments”  
should be transferred as a detailed head— item (1)-—under “ Current 
Assets” , the existing items (1) to (5) being re-numbered as (2) to
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(6). The major head “ V. Cash and Bank Balances”  should also1 
be added instead as a detailed^ head— item (7)— under “ Current 
Assets” . T h e  detailed head re-numbered as item (6). “ Sundry 
Debtors” should be split up into the following sub-detailed heads:—

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

Cb) Other debts.

A  marginal note may be added against “ Sundry Debtors”  as follows:—

“ T he reserves to be shown under this head should not exceed the- 
amount o f  debts stated to be considered doubtful or bad and any 
surplus o f  such reserves, i f  already created, should be shown at 
every closing under “ Reserves and Surplus”  under a separate- 
head “ Reserve for Doubtful or Bad D ebts” .

13. Under “ Loans and Advances” , a new item (8) “ Advances and 
Loans to Subsidiaries”  may be added and the existing items (1) 
to (4) should be re-numbered as (9) to (12).

13. The group heading “ Miscellaneous Expenditure and Losses” ' 
should be split up into the following major headings:—

“ Miscellaneous Expenditure” and

“ Profit and Loss Account.”

Under the former, the existing detailed items (1) to (4) should be included 
along with two new items, namely, items “ (5) Development expenditure not 
adjusted” , and “ (6) Other items (specifying nature).”

The existing item (5) should be omitted in view g f  the inclusion o f  the 
new major head “ Profit and Loss Account— Loss brought forward/Zess 
Reserves set off.”

14. In Note (c) to the form of the balance sheet, the cross reference 
should be to the heading “ Share Capital”  instead o f to “ Invest­
ments”  as at present.

A  further addition should be made at the end o f this Note as follows:—

“T h e auditor is not required to certify the correctness o f such share 
holdings as certified by the management.”

15. A  Note (cc) should be added after the present Note (c) as follows:-—

“ (cc) The item 'Share Premium Account’ shall include full details' 
o f its utilization in the manner provided in section 78,”

16. Note ( g ) T h e  words “ to the extent” should be added between 
the word “ contracts” and the words “ not executed” .



fi 7' N ote (h) :— After] the words “  General Reserve”  the words <si f  

any,”  should be added and the rest o f  the note should be deleted,

18. N ote (1) :— T h e  follow ing should be added at the end:—

'“ A  trade investment means an investment by a company in the shares 

or debentures o f  another company, not being its subsidiary 

fo r the purpose o f  prom oting the trade or business o f  the first 
com pany” .

19. N ote  (o);— T h e  concluding sentence should be deleted.

-jzo. A  new  note should be added as follow s:—

<c(p) Advances by directors, managing agent, secretaries and 

treasurers, manager as also balances on current account with 

them , whether they are in credit or in  debit, shall be shown 

separately.”

193
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P a r t  II  

Profit and Loss Account

1. 3{in') : For the words “  works remained to be executed ,y
the words “ such works have been com pleted” should be 
substituted.

2. s(v) : The words “ paid or payable ” should be substituted for
the word “  payable” .

3 - 3 ( )̂C )̂ and (e) : The following may be added as an Expla­
nation :— “ Expenditure under various heads such as Salaries- 
and Wages, Stores, etc. should be allocated Repairs 
Accounts and the aggregate figures allocated under each 
such head should also be indicated by way of note” .

(/) (3) : T h e item should be modified b y adding “  to the 
extent not provided from'any previous provision or re­
serve ” and require the information to be given in the 
Balance Sheet under the relevant provision or reserve 

account.

4. 3 (xii) (a) : The item should be modified by adding “ to the extent
not provided from any previous provision or reserve ” and 

require the information to be given in the Balance Sheet 
tinder the relevant provision or reserve account.

5. A  note should be added requiring the Board of Directors to
furnish to the auditors statements in writing which are to be 
required to be supplied to the Board by all persons who 
receive remuneration required to be disclosed to the company 
in the form prescribed for the purpose (draft form append­
ed).

Schedule V I, P a rt I I ,  Clause (4)

T h e opening sentence should be revised as follows

" T o  comply with the requirements of section 362 (A), the 
profit an#, loss account shall also contain or give by way of 
note detailed information in regard to the following matters



(inclusive o f  payments to Managerial personae! us per form 
hereto annexed).

Proforma

f e m e  o f  the Com pany .................................................................... .................

P eriod  ended «  . . . « . . . ................... ............................................................. ..

205

F rom  the com pany From the com pany’s From  any other person
subsidiaries

1. R em uneration

(a) As Director.
(b) A s  M anaging Agent.
(c) A s Secretaries and Treasurers.
(id) A s Managers.
(e) As M anaging Director.
(/) Otherwise in. connection w ith the company’s management.

2 . O ther E moluments

(а) Expense allowances.
(б) O ther allowances (give details)
(c) A n y  other perquisites or benefits in cash or in  kind (stating

approximate m oney value where practicable).

3 . Pen sio ns, e tc.

(a) Pensions.

(U) G ratuities.

(c) Paym ents from Provident Funds, in excess o f  own subscrip­

tions, and interest thereon.

(d) Com pensation for loss o f  office.

(e) Consideration in connection w ith retirement from  office.

D ate  . ................ S ig n a tu re .. . . . .
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