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Final	accounts	represent	both	the	financial	position	of	a	business	and	also	shows	the	profitability	of	the	concern.	The	final	Account	is	used	by	both	the	external	and	internal	parties	for	various	purposes.	The	Trading	Account,	Profit	and	Loss	Account,	and	Balance	Sheet	all	together	are	known	as	the	final	accounts.The	trading	account	is	the	first	part	of
this	final	account,	and	this	is	used	to	determine	the	gross	profit	which	is	earned	by	the	business.	The	profit	and	loss	account	is	the	second	part	of	the	final	account	that	is	used	to	determine	the	net	profit	of	the	business	concern.A	trading	account	can	be	called	an	investment	account	which	contains	securities	and	cash.	Generally,	a	trading	account
refers	to	a	trader’s	main	account.	The	investors	tend	to	buy	and	sell	the	assets	frequently,	thus	their	accounts	are	subject	to	special	regulation	for	this.	The	assets	which	are	held	in	a	trading	account	are	separated	from	others	which	may	be	part	of	a	long-term	buy	and	hold	strategy.The	profit	and	loss	abbreviated	as	the	P&L	statement	is	a	financial
statement	that	summarizes	the	revenues,	the	costs,	and	the	expenses	that	are	being	incurred	during	a	specified	period,	usually	in	a	fiscal	year.	The	P&L	statement	aligns	with	the	income	statement,	which	records	information	about	a	company's	ability	or	its	inability	to	generate	profit	by	increasing	the	sales	revenue,	by	reducing	costs,	or	both.	The
P&L	statement	is	also	referred	to	as	a	statement	of	profit	and	loss,	income	statement,	statement	of	operations,	etc.Trading	and	Profit	and	Loss	Account	and	Balance	SheetA	balance	sheet	is	the	last	drawn	financial	statement	which	reports	a	company's	assets,	liabilities,	and	the	shareholders'	equity	at	a	particular	year	in	time,	and	provides	a	basis	for
computing	the	rates	of	return	and	evaluating	the	capital	structure	of	the	company.	The	financial	statement	provides	a	view	of	what	a	company	owns	and	owes	to	its	debtors,	as	well	as	the	amount	that	is	invested	by	the	shareholders.How	to	Calculate	Gross	Profit	in	Trading	AccountIn	order	to	calculate	the	gross	profit,	it	is	necessary	to	know	the	cost
of	goods	which	are	sold	and	its	sales	figures.Gross	Profit	=	Sales	–	COGS	(Sales	+	Closing	Stock)	–	(Stock	in	the	beginning	+	Purchases	+	Direct	Expenses)Items	that	are	included	on	the	debit	side	and	on	the	credit	side	give	the	resultant	figure	which	is	either	gross	profit	or	the	gross	loss.Every	business	wants	to	know	how	much	money	they	made	and
how	much	money	they	spent	during	a	certain	period,	usually	at	the	end	of	the	year.A	Profit	&	Loss	Statement/Account	shows	how	much	money	a	business	made	or	lost	over	a	month	or	a	year.Companies	use	the	Profit	&	Loss	Statement,	while	other	people	use	the	"T	Account"	for	these	reasons.	There	are	two	main	reasons	why	a	Profit	&	Loss
Statement/Account	is	made.To	find	out	how	much	money		was	invested	or	incurred	by	a	businessTo	follow	and	maintain	the	Statutory	requirementsTraditionally,	determining	profit/loss	required	two	steps.	It	referred	to	the	process	of	preparing:Trading	AccountProfit	and	Loss	Account	The	trade	account	reflects	the	business's	gross	profit	or	loss.	The
Profit	&	Loss	Account	displays	the	company's	net	profit	or	loss.Balance	SheetA	balance	sheet	is	one	of	the	financial	statement	reports	that	shows	the	financial	situation	of	an	entity	on	a	specific	date.The	balance	sheet	of	an	entity	has	a	wealth	of	information	that	can	be	used	to	assess	financial	stability	and	performance.It	is	a	report	sheet	that	requires
total	assets	to	match	total	liabilities	+	shareholder	capital.Hence,	the	Calculation	would	be	:Assets	=	Liability	+	CapitalAssets	-	An	asset	is	a	resource	that	an	entity	owns	and	uses	to	generate	positive	economic	value.Liabilities	-	This	is	a	list	of	obligations	owed	to	others	by	an	entity.The	money	contributed	by	the	shareholders	is	referred	to	as	capital
or	equity.Format	and	CalculationTrading	and	Profit	and	Loss	AccountThere	is	no	prescribed	structure	for	profit	and	loss	accounts	for	sole	traders	and	partnership	enterprises.	They	can	create	the	profit	and	loss	account	in	any	format.	However,	it	should	separately	display	gross	and	net	profit.Typically,	these	entities	prefer	a	"T-shaped	form"	for
compiling	their	profit	and	loss	statements.A	T-shape	profit	and	loss	account	has	two	sides	-	debit	and	credit.	Usually,	a	trading	account	is	created,	followed	by	a	profit	and	loss	statement	and	it	has	two	sides	-	Debit	and	Credit.Hence,	Calculation	of	Profit	and	Loss	Account	would	be:Add	up	all	revenue	earned	over	the	accounting	period.Add	up	all
expenditures	made	throughout	the	accounting	period.Subtract	total	expenses	from	total	revenue	to	find	the	difference.If	the	value	is	positive,	it	represents	profit;	if	it	is	negative,	it	represents	a	loss.ParticularsAmountParticularsAmountTo	Opening	StockxxxBy	SalesxxxTo	PurchasesxxxBy	Closing	StockxxxTo	Direct	ExpensesxxxTo	Gross
ProfitxxxxxxxxxTo	Operating	ExpensesxxxBy	Gross	ProfitxxxTo	Operating	ProfitxxxxxxxxxTo	Non-operating	expensesxxxBy	Operating	ProfitxxxTo	Exceptional	ItemsxxxBy	Other	IncomexxxTo	Finance	CostxxxTo	DepreciationxxxTo	Net	Profit	Before	TaxxxxxxxxxxFormat	of	P&L	Account	for	CompaniesCompanies	are	required	to	submit	profit	and	loss
accounts	under	Schedule	III	of	the	Companies	Act,	2013.Statement	of	Profit	&	Loss	Name	of	the	Company	-	Statement	of	Profit	and	Loss	for	the	period	ended	-Note	NoFigures	for	the	current	reporting	periodFigures	for	the	previous	reporting	periodINCOME	a)	Revenue	From	operationsb)	Other	IncomeTotal	IncomeEXPENSESa)	Cost	of	materials
consumedb)	Purchases	of	Stock-in-Tradec)Changes	in	inventories	of	finished	goods,	Stock-in	-Trade	and	work-in-progressd)	Employee	benefits	expensee)	Finance	costsf)				Depreciation	and	amortization	expensesg)	Other	expensesTotal	ExpensesProfit/(loss)	before	exceptional	items	and	taxExceptional	ItemsProfit/	(loss)	before	taxTax	Expense:Current
taxDeferred	taxProfit	(Loss)	for	the	period	from	continuing	operationsProfit/(loss)	from	discontinued	operationsTax	expenses	of	discontinued	operationsProfit/(loss)	from	Discontinued	operations	(after	tax)Profit/(loss)	for	the	periodOther	Comprehensive	IncomeA.	(i)	Items	that	will	not	be	reclassified	to	profit	or	loss(ii)	Income	tax	relating	to	items	that
will	not	be	reclassified		to	profit	or	lossB.	(i)	Items	that	will	be	reclassified	to	profit	or	loss(ii)		income	tax	relating	to	items	that	will	be	reclassified	to	profit	or	lossTotal	Comprehensive	Income	for	the	period	Comprising	Profit	(Loss)	and			other	comprehensive	income	for	the	period	)Earnings	per	equity	share	(for	continuing	operation):(1)	Basic(2)
DilutedEarnings	per	equity	share	(for	discontinued	operation):(1)	Basic(2)	DilutedEarnings	per	equity	share	(for	discontinued	&	continuing	operation)(1)	Basic(2)	DilutedBalance	SheetA	balance	sheet	examination	can	reveal	a	wealth	of	information	about	a	business's	performance.It	is	a	critical	instrument	for	investors,	creditors,	and	other
stakeholders	as	it	helps	in	ascertaining	an	entity's	financial	health.It	enables	stakeholders	to	comprehend	the	entity's	business	performance	and	liquidity	status.There	are	various	different	balance	sheet	styles	to	choose	from,	however	the	most	common	of	them	includes	horizontal	and	vertical.	Horizontal	FormatCompany	NameBalance	SheetFor	the
Period	Ended...........LiabilitiesAmountAmountAssetsAmountAmountCapital	And	ReservesFixed	AssetsOpening	Capital	BalanceXXXXLandXXXXReserves	and	SurplusxxxLess:	Depreciation(xx)XXXXLess:	Drawings(XXXX)Capital	BalanceXXXXBuildingXXXXLess:	Depreciation(xx)XXXXSecured	LoansLong	term	debt	xxxInvestmentsOther	long	term
liabilitiesxxxLong	term	InvestmentsxxxUnsecured	LoansCurrent	Assets,	Loans	and	AdvancesCash	credit	payablexxxInventoryxxxCash	and	cash	equivalentsxxxCurrent	Liabilities	Other	current	assetsxxxTrade	PayablesxxxAccrued	InterestxxxPrepaid	expensesxxOther	Current	LiabilitiesxxxMiscellaneous	expenditurexxTotal	LiabilitiesXXXXTotal
AssetsXXXXVertical	Format	Company	NameBalance	Sheet	as	at.................Particulars	Note	No.	Figures	(as	per	the	end	of	the	current	reporting	period)Figures	(as	per	the	end	of	the	previous	reporting	period)I.	EQUITY	AND	LIABILITIES1)	Shareholder’s	Funds(a)	Share	Capital(b)	Reserves	and	Surplus(c)	Money	received	against	share	warrants(2)
Share	application	money	pending	allotment(3)	Non-Current	Liabilities(a)	Long-term	borrowings(b)	Deferred	tax	liabilities	(Net)(c)	Other	Long	term	liabilities(d)	Long	term	provisions(4)	Current	Liabilities(a)	Short-term	borrowings(b)	Trade	payables(c)	Other	current	liabilities(d)	Short-term	provisionsTotalII.Assets(1)	Non-current	assets(a)	Fixed
assets(i)	Tangible	assets(ii)	Intangible	assets(iii)	Capital	work-in-progress(iv)	Intangible	assets	under	development(b)	Non-current	investments(c)	Deferred	tax	assets	(net)(d)	Long	term	loans	and	advances(e)	Other	non-current	assets(2)	Current	assets(a)	Current	investments(b)	Inventories(c)	Trade	receivables(d)	Cash	and	cash	equivalents(e)	Short-
term	loans	and	advances(f)	Other	current	assetsTotal	The	Ministry	of	Corporate	Affairs	(MCA)	has	amended	Schedule	III	of	the	Companies	Act	2013,	on	October	11,	2018.	Schedule	III	of	the	Companies	Act	2013,	provides	the	format	of	financial	statements	of	companies	complying	with	Accounting	Standards	(AS)	and	Ind	AS	under	its	Division	I	and
Division	II	respectively.	Now	Schedule	III	will	apply	to	NBFC	covered	under	Ind	AS.	MCA	has	also	modified	the	existing	Division	I	(Indian	GAAP)	and	Division	II	(Ind	AS).	Ind	AS	Schedule	III	changes	require	additional	disclosures	from	the	companies	preparing	Ind	AS	financial	statements.	The	other	disclosures	that	are	notified	relate	to	trade
receivables,	loans	receivables,	and	trade	payables	and	also	satisfy	the	disclosure	requirements	under	the	Micro,	Small	and	Medium	Enterprises	Development	Act,	2006.	The	noteworthy	modification	is	the	insertion	of	Division	III,	which	prescribes	the	format	for	preparation	of	financial	statements	for	Non-Banking	Financial	Company	(NBFCs)	to	whom
Ind	AS	is	applicable.	The	amendments	to	Division	I	are	smaller	changes	and	mostly	relate	to	the	words	used	in	the	Balance	Sheet	of	an	AS	compliant	company	like	the	replacement	of	the	word	“Fixed	assets”	under	“Non-current	assets”	with	“Property,	Plant	and	Equipment”.	Amendment	to	Division	II	For	Ind	AS	compliant	companies,	several
amendments	have	been	made.	The	following	are	the	amendments	that	are	brought	for	Ind	AS	compliant	companies	in	respect	of	preparation	and	presentation	of	their	financial	statements:	Trade	Payables	under	the	heading	“Equity	and	Liabilities”	will	disclose	the	trade	payable	to	micro	and	small	enterprises	and	enterprises	other	than	micro	and	small
enterprises	on	the	face	of	the	balance	sheet.	‘Equity’	–	A	description	of	each	reserve	appearing	under	the	head	‘Equity’	in	the	Balance	sheet	must	be	given	in	the	notes	to	financial	statements.	The	description	can	include	each	reserve’s	purpose,	the	reason	for	the	movement	in	reserves	during	the	year,	etc.	Non-Current	and	Current	Trade	receivables
shall	be	further	classified	into:	a)	Trade	Receivables	considered	good	–	Secured.	b)	Trade	Receivables	considered	good	–	Unsecured.	c)	Trade	Receivables	that	have	an	increase	in	Credit	Risk	that	is	significant.	d)	Trade	Receivables	–	Credit	Impaired.	The	earlier	classification	of	non-current	and	current	trade	receivables	was	as	follows:	a)	Secured,
considered	good	b)	Unsecured	considered	good	c)	Doubtful	Non-current	and	current	loans	shall	be	further	classified	as	follows:	a)	Loans	Receivables	considered	good	–	Secured.	b)	Loans	Receivables	considered	good	–	Unsecured.	c)	Loans	Receivables	which	have	a	significant	increase	in	credit	risk.	d)	Loans	Receivables	–	Credit	Impaired.	The	earlier
classification	of	non-current	and	current	trade	receivables	was	as	follows:	a)	Secured,	considered	good	b)	Unsecured,	considered	good	c)	Doubtful	The	following	are	the	additional	disclosures	related	to	MSMEs	that	must	be	made:	a)	The	principal	amount	and	the	interest	thereon	remaining	unpaid	at	the	end	of	the	financial	year.	b)	The	amount	of
interest	paid	in	accordance	with	Section	16	of	the	Micro,	Small	and	Medium	Enterprises	Development	Act,	2006	(27	of	2006)	along	with	the	amount	paid	to	the	supplier	beyond	the	day	appointed	during	each	accounting	year.	c)	The	amount	of	interest	which	is	due	and	payable	for	the	period	of	delay	in	making	payment	(which	has	been	paid	but
beyond	the	day	appointed	during	the	year)	but	without	adding	the	interest	defined	under	the	Micro,	Small	and	Medium	Enterprises	Development	Act	2006.	d)	The	amount	of	accrued	interest	and	remaining	unpaid	at	the	end	of	each	accounting	year.	e)	The	amount	of	further	interest	remaining	due	and	payable	even	in	the	following	years,	until	such
interest	is	paid	to	the	small	enterprise,	for	disallowance	of	an	expenditure	deductible	under	Section	23	of	the	Micro,	Small,	and	Medium	Enterprises	Development	Act,	2006.	Amendment	to	Division	III	Financial	Statements	for	an	NBFC	whose	financial	statements	are	drawn	in	compliance	with	the	Companies	(Indian	Accounting	Standards)	Rules,
2015.	NBFC	that	must	comply	with	Indian	AS	–	General	Instructions	Every	NBFC	in	the	Companies	(Indian	Accounting	Standards)	(Amendment)	Rules,	2016	that	is	companies	to	which	the	Indian	Accounting	Standards	apply,	shall	prepare	the	financial	statements	in	accordance	with	this	Schedule	or	with	such	changes	as	may	be	required	under
certain	circumstances.	When	the	compliance	with	the	Act	and	all	accompanying	regulation,	guidelines,	circulars	issued	by	the	regulator	from	time	to	time	applicable	to	NBFCs,	require	any	change	in	treatment	or	disclosure	including	changes	to	the	financial	statements	or	statements	part	of	it,	the	same	shall	be	made.	The	requirements	of	this
Schedule	shall	stand	modified.	The	only	exception	being	the	option	of	presenting	assets	and	liabilities	in	accordance	with	current,	non-current	classification	as	per	the	relevant	Ind	AS.	The	disclosure	requirements	that	are	specified	here	are	in	addition	to	the	disclosure	requirements	specified	in	Indian	Accounting	Standards	and	such	disclosures	will
be	made	in	the	Notes	to	Accounts	or	by	way	of	additional	statements	unless	and	until	required	to	be	disclosed	on	the	face	of	the	financial	statements.	The	same	also	applies	to	disclosures	required	to	be	made	under	the	Companies	Act	2013.	The	Notes	shall	provide	for	the	following	in	addition	to	that	is	presented	in	financial	statements:	a)
Disaggregations	or	narrative	descriptions	of	items	recognised	in	those	statements.	b)	Information	about	items	that	do	not	qualify	for	the	recognition	in	those	statements.	c)	Every	item	in	the	Balance	Sheet,	Statement	of	Changes	in	Equity,	and	Statement	of	Profit	and	Loss	shall	be	cross-referenced	to	any	related	information	in	the	Notes.	In	preparation
of	Notes,	there	must	be	a	balance	between	excessive	details	that	may	not	burden	the	users	of	financial	statements	and	miss	out	on	important	information	due	to	aggregation.	The	rounding	off	of	the	figures	appearing	in	the	financial	statements	will	be	as	follows	depending	on	the	total	income	of	NBFC:	Total	Income	in	RupeesRounding	OffLess	than
Rs.100	crore	To	the	nearest	hundreds,	thousands,	lakhs	or	millions,	or	decimals	thereof.Rs.100	crore	or	more	To	the	nearest	hundreds,	thousands,	lakhs	or	millions,	or	decimals	thereof	The	unit	of	measurement	must	be	uniformly	used	in	the	financial	statements.	The	statements	must	display	the	corresponding	amounts	for	all	the	items	shown	in	the
preceding	reporting	period	for	comparison	purposes,	except	in	the	case	of	the	financial	Statement	being	prepared	for	the	first	time	after	incorporation.	The	financial	statements	must	disclose	all	‘material’	items.	‘Material’	refers	to	all	the	items	that	can	individually	or	collectively	affect	the	economic	decisions	that	users	make	based	on	the	financial
statements.	Materiality	depends	on	the	size	or	nature	of	the	item	or	both	and	is	judged	based	on	circumstances.	The	terms	used	in	the	Schedule	will	have	the	same	meaning	as	assigned	by	the	Indian	Accounting	Standards.	Where	any	Act	and	all	accompanying	regulation,	guidelines,	circulars	issued	by	the	regulator	from	time	to	time	applicable	to
NBFCs	require	any	specific	disclosures	to	be	made	in	standalone	financial	statements,	the	same	must	be	made	in	addition	to	the	disclosures	under	this	Schedule.	The	NBFC’s	preparing	the	statements	as	per	this	Schedule	may	change	the	order	of	presentation	of	line	items	on	the	face	of	financial	statements	or	the	order	of	line	items	in	the	order	of
liquidity,	if	appropriate	with	regard	to	the	operations	of	the	NBFC.	The	Schedule	lays	out	the	minimum	requirement	for	disclosure	in	the	Statement	of	Changes	in	Equity	for	the	period,	Balance	Sheet,	Statement	of	Profit	or	Loss	for	the	period,	and	Notes.	Cash	Flow	Statement	will	be	prepared	in	accordance	with	the	relevant	Indian	Accounting
Standard.	Disclaimer:	The	materials	provided	herein	are	solely	for	information	purposes.	No	attorney-client	relationship	is	created	when	you	access	or	use	the	site	or	the	materials.	The	information	presented	on	this	site	does	not	constitute	legal	or	professional	advice.	It	should	not	be	relied	upon	for	such	purposes	or	used	as	a	substitute	for	legal
advice	from	an	attorney	licensed	in	your	state.	Get	an	expert	at	affordable	price	For	ITR,	GST	returns,	Company	Registration,	Trademark	Registration,	GST	Registration
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