SALIENT FEATURES OF THE GN ON REVISED SCHEDULE VI ISSUED BY ICAI

· The ICAI had earlier issued Statement on the Amendment to Schedule VI to the Companies Act, 1956 in March 1976 (as amended). Whenever guidance provided in this publication is different form the guidance in the aforesaid statement, this Guidance Note will prevail.

· The corresponding amounts for the immediately preceding period are to be disclosed in the financial statements including the Notes to Accounts
· The Profit & loss account should be named as “Statement of Profit and Loss”
· In respect of companies other than finance companies, revenue from operations need to be disclosed separately as revenue from
a) Sale of products

b) Sale of services

c) Other operating revenues

· Cash is defined as cash in hand and demand deposits with banks.

· Cash equivalents are defined as short term, highly liquid investments that are readily convertible into known amounts of cash and which are subject to an insignificant risk of changes in value. The standard further explains that an investment normally qualifies as a cash equivalent only when it has a short maturity of three months or less from the date of acquisition.
· An illustrative list of disclosures required under the act is enclosed (Pg 151)
BALANCE SHEET

I  LIABILITIES:
Share Capital:
· As per old schedule VI, debit balance on the allotment or call account is presented in the Balance Sheet not as an asset but by way of deduction from Called-up capital. However, as required by Clause K of Note 6A of the Revised Schedule VI, calls unpaid are to be disclosed separately as per Revised Schedule VI.
· Clause d of Note 6A – a reconciliation of the number of shares outstanding at the beginning and at the end of the reporting period to be given. Reconciliation for the comparative previous period is also to be given.
· Number of share holder holding more than 5% shares specifying the number of shares held – should be given for the comparative previous period also.

· Disclosure on allotment or bought back during the last 5 years is only aggregate hence year wise breakup is not necessary, aggregate number of shares only needs to be displayed

Reserves & Surplus:
·  Additions and deductions since the last balance sheet to be shown under each of the specified head.
· Proposed dividend & Dividend tax provision – should be deducted from reserves and the provision for dividend and DDT should be reflected in current provisions. This is over and above the disclosure required under other notes to balance sheet.

Borrowings:

· Where loans have been guaranteed by directors or others the aggregate amount of such loans under each head shall be disclosed

· Bonds / debentures (along with the rate of interest and particulars of redemption or conversion, as the case may be) shall be stated in descending order of maturity or conversion, starting from farthest redemption or conversion date as the case may be.

· Particulars of any redeemed bonds / debentures which the company has power to reissue shall be disclosed.

· Period and amount of continuing default as on balance sheet date in repayment of loan & interest under each case
· Current maturities of all long – term borrowings will be disclosed under other current liabilities (Not under short term borrowings or long term borrowings)
· The nature of securities offered should be disclosed for each case of borrowings separately.
· When promoters, other shareholders or any third party have given any personal security for any borrowing, such as shares or other assets held by them, disclosure should be made there of, though such security does not result in the classification of such borrowing as secured.
· Terms of repayment of term loans and other loans shall be disclosed.
· Disclosure of repayment terms should include the period of maturity with respect to the balance sheet date, number and amount of instalments due, the applicable rate of interest and other significant relevant terms if any.

II  ASSETS
Tangible Asset
· A reconciliation of the gross and net carrying amounts of each class of assets at the beginning and end of the reporting period showing additions, disposals, acquisitions through business combinations and other adjustments and the related depreciation and impairment losses / reversals shall be disclosed separately.

· Separate disclosure for each class of assets is required for the following under other adjustments:

a) Capitalization of exchange difference where such option has been exercised by the company as per AS 11

b) Adjustment on account of exchange fluctuations for fixed assets in case of non integral operations as per AS 11

c) Borrowing costs capitalized in accordance with AS 16

· Any amount has been written-off on a reduction of capital or revaluation of assets or where sums have been added on revaluation of asset – disclose the reduction / increase, together with the date thereof for the first five years subsequent to the date of such reduction / increase.
· Office equipment is introduced as a separate line item.

Investments (Non-current & current):
· Under each class of investment following details should be given
a) Name of the body corporate

b) Nature – subsidiary / associate / joint venture / controlled special purpose entities

c) Nature and extend of investment (Showing separately investment which are partly paid up)

d) In case of investment in partnership firm – Name of the firm, Name of all the partners, Total capital, Share of each partner in the profit of the firm should be given.

· The details of partnership firm should be drawn on the date of the company’s balance sheet date. If the financials of the firm could not be drawn, then the difference between reporting date of the firm and the company should not be more than six months. In such case, the difference in reporting dates should be disclosed. 

· Where the partnership firm has separate accounts for partner’s capital, drawings or current, loan to or from parties, disclosure should be made with regard to the total of the capital account alone, since this is what constitutes the capital of the partnership firm.

· Separate disclosure is required by reference to each partnership firm in which the company is a partner.

· Investment carried value other than cost – basis of valuation

· Additional disclosure

	1
	Aggregate value of Quoted investments

	2
	Market value of the Quoted investments

	3
	Aggregate value of Unquoted investments

	4
	Aggregate provision for diminution in value of investments


· As per revised schedule VI, diminution in value of investment should be disclosed separately in notes. However, as per AS 13, all long term investments are to be carried at cost.  However, when there is a decline in investment other than temporary, in the value of long term investment, the carrying value needs to be reduced. Accordingly each long term investment should be carried at cost less provision for other than temporary diminution in the value. It is recommended to disclose the value of provision netted-off for each long term investment.

· There is no requirement to classify investments into trade and non trade under current investments.

Loans & advances (Non-current & current):

· For each sub class of loan provide whether the loan is secured / unsecured / doubtful
· Allowances for bad and doubtful loans and advances shall be disclosed under the relevant heads separately. 

· Due from directors & other officers including the firm / company in which the director is partner/ member / director should be provided 
· Other loans and advances should include all other items in the nature of advances recoverable in cash or kind such as prepaid expenses, advance tax, CENVAT credit receivable, VAT credit receivable, Service tax credit receivable, etc. which are not expected to be realizes with the next twelve months or operating cycle whichever is long should form part of long term.
Inventories:

· Mode of valuation shall be stated.
· Goods in transit shall be disclosed under the relevant sub head of inventories.

· The heading finished should comprise of all finished goods other than those acquired for trading.
Trade Receivables:

· Trade receivables should be classified as secured / unsecured / doubtful
· Allowances for bad and doubtful debts shall be disclosed under the relevant heads separately. 

· Due from directors & other officers including the firm / company in which the director is partner/ member / director should be provided 

Cash & cash equivalents:

· Earmarked balances with banks (eg: for unpaid dividend) shall be separately stated.

· Balances with banks to the extent held as margin money or security against the borrowings, guarantees, other commitments shall disclosed separately.

·  Repatriation restrictions, if any in respect of cash and bank balance shall be separately stated.
· Bank deposits with more than twelve months maturity shall be disclosed separately.

Other current assets:

· Unamortized portion of ‘the miscellaneous expenditure’ – the portion that will be amortized in next 12 months will be taken to ‘other current assets and the balance will form part of ‘other non current assets’.
· This is an all inclusive heading which incorporates current assets that do not fit into any other asset categories, eg: unbilled revenue, unamortized premium on forward contracts. Etc.
Contingent liabilities and commitments & Other disclosure to Balance sheet:

· Where a company undertakes to perform own obligations, and for this purpose issues, guarantee does not represent a contingent liability – hence performance guarantees and counter guarantees should bot be disclosed as contingent liabilities.

· Disclosure is required in revised schedule VI for various commitments such as capital commitments not provided for and uncalled liability on shares.

· Other commitment should include only those non cancellable contractual commitments (i.e. cancellation of which will result in a penalty disproportionate to the benefits involved) based on the professional judgement of the management.

· Accounting standard overrides revised schedule VI, companies will have to continue to create a provision for dividends in respect of the period covered by the financial statements and disclose the same as a provision in the Balance sheet.  

· Dividend payment to preference and equity share holders for the period and related amount per share.

· Arrears of fixed cumulative dividends preference shares shall also be disclosed separately

· Issue of securities made of for a specific purpose and the whole or part of the amount not utilised for and how such unutilized amount has been used or invested.

Statement of Profit and loss
Revenue from operations

· In respect of companies other than finance companies, revenue from operations need to be disclosed separately as revenue from

a) Sale of products

b) Sale of services

c) Other operating revenues

· Indirect taxes such as sales tax, service tax, purchase tax etc. are generally collected from the customer on behalf of the government. Hence the collection from the customers is not an economic benefit for the enterprise and payment wold not be treaded as expenses in the financial statements. Even if the enterprise has not charged VAT separately but has made a composite charge, it should segregate the portion of sales which is attributable to tax and should credit the same to VAT payable account at periodic intervals.
· Net foreign exchange gain should be classified as other income. 

Other income

· Other income is to be disclosed on face of the statement of profit and loss
· Other income comprise of:

a) Interest income (in case of a company other than a finance company)

b) Dividend income

c) Net gain / loss on sale of investments

d) Other non –operating income (net of expenses directly attributable to such income)

· To recognize divided based on the right to receive would constitute a change in accounting policy which should be applied prospectively. Dividend approved by the shareholders of the subsidiary in the current year but already recognized by the holding company in the previous year’s financial statements as per old schedule VI should not be again recognized in the first year of application of revised schedule VI.

· Share of profit / loss on partnership concern / limited liability partner ship should be accounted in books of the company as and when the same is credited / debited to the partner’s capital account.

Cost of materials consumed

· In case of manufacturing company or manufacturing & trading company disclosure with regard to raw materials consumed – should be the actual consumption rather than derived consumption.
Current tax

· In case of MAT credit entitlement the disclosure is as follows:

Current tax (MAT)




 ****

Less: MAT credit entitlement



(****)
Net Current tax




*****
· Any interest on shortfall in payment of advance income tax is in the nature of finance cost and hence should not be clubbed with the current tax. The same should be classified as interest expense under finance costs. How ever, such amount should be separately disclosed.

· Any penalties levied under income tax laws should not be classified as current tax. Penalties which are compensatory in nature should be treated as interest and other tax penalties should be classified under other expenses

· Wealth tax payable by the company on assets are to be included under rates and taxes under other expenses.
Others

· Any gains / losses on account of foreign exchange fluctuations other than currency transaction and translation (other than the amount recognised under financial cost [ref. Para 4(e) of AS16])
· Additional information by way of notes in case of Manufacturing companies, Trading companies and companies rendering or supplying services.
· Apparently there is no need to give quantitative details for any of the items.

· It is suggested to disclose major items of opening and closing stock though it is not mandatory.

· Normally 10% of total value of sales / services, purchases of trading goods and consumption of raw materials is considered as an acceptable threshold for determination of broad heads.

· Value of imports to be provided on CIF basis by the company during the financial year (irrespective of whether the payment has been made or not)

a) Raw materials.

b) Components and spare parts

c) Capital Goods

· Import of capital goods should form part of notes to profit and loss account only and not to the balance sheet – since this is specific requirement of revised schedule VI

· Disclosure of import under this requirement relates to the year of import and should not be linked to utilisation of capital goods or consumption of raw materials.

· Import of raw materials, components, spare parts and capital goods is to be disclosed irrespective of whether or not such import has resulted in expenditure in foreign currency.  It is possible that imports may have been arranged on rupee payment terms with out involving any foreign currency expenditure, but the value of imports would be included with such items.

· If for any reason, there is some practical difficulty in disclosing the value of the imports on CIF basis, a footnote should be appended to the statement indicating the precise the method by which the value of imports has been arrived at. Eg. It may be stated that, because of practical difficulties in disclosing the value of imports on CIF basis, such disclosure has been made on FOB basis.

· Imports by the company should only be disclosed and through agenise like State trading corporation.

· In case of import of capital goods in instalments through part shipments from time to time and the contract provided for the total value of the entire shipment, where it is difficult to determine the separate value of the part shipment received during the year, reasonable estimated has to be made and no objection needs to be taken thereto.

· For the purpose of working out the CIF value of imports it necessary to make approximations in suitable case, if such approximations are reasonable, no objection should ordinarily be taken thereto.

· Expenses in foreign currency

a) Royalty

b) Know-how

c) Professional and consultation fee

d) Interest

e) Other matters

· Expenses in foreign currency on Royalty, Know-how, Professional and consultation fee, Interest and other matters does not required disclosure if the service is received free of cost or payment made against rupee terms.
· Total Value of imported and indigenous value of raw materials, spare parts and components consumed during the year along with % of each to the total consumption.

· Amount remitted during the year in foreign currency on account of 

a) Dividend 

b) Number of non resident share holders

c) Number of shares held by them for which the dividend were paid

d) Relative year for which dividend has been paid

· In case of dividend paid to the foreign share holders in Indian rupee, then this disclosure is not required

· The amount remitted should be disclosed on cash basis and not on accrual basis.

· Earnings in forex

a) Export of goods on FOB basis

b) Royalty, know-how, professional and consultation fees

c) Interest and dividend

d) Other income indicate the nature thereof

