GUIDANCE NOTE ON TERMS USED IN FINANCIAL STATEMENTS
RTP QUESTIONS:
MEANING OF SUNDRY CREDITORS:
· Part I of Schedule VI of Companies Act, 1956 requires disclosure of Sundry Creditors under the head “Current Liabilities”.
· Companies Act does not specify which creditors are to be included in “Sundry Creditors”.
· Guidance Note defines Sundry Creditors as “the amount owed by the enterprise on account of goods purchased or services received or in respect of contractual agreement”.
 TREATMENT OF DUES TO EMPLOYEES TOWARDS SALARIES:
Salaries due to employees – 
· Included in Sundry Creditors since they are in respect of ‘Contractual obligations’.
· Such dues should not be included under “Other Liabilities”.
CLASSIFICATION OF INVESTMENTS:
· The terms “Loans, Investments & Deposits” have not been defined under Companies Act, 1956.
· But Sec.370 of Companies Act, 1956 says “Loan includes any deposits of money made by one company with another company not being a Banking Company”.
· Schedule VI of Companies Act, 1956 will disclose –
· Deposits with non-banking companies such as SBI caps, HDFC & other corporate deposits should also be treated as a Loan and disclosed under “Loans & Advances”.
· Certificate of Deposits (CDs) with a bank represents a type of balance with the concerned bank & disclosed under the head “Cash & Bank Balances” just as Fixed deposits are shown under that head.
MEANING OF PROVISIONS:
· As Per Part III of Schedule VI of Companies Act, 1956 Provision means “any amount written off or retained by way of providing for depreciation, renewals or diminution in value of assets or retained by way of providing for any known liabilities of which the amount cannot be determined with substantial accuracy”.
· Amount set aside by the company in respect of the estimated diminution in the value of bank balance = Provision.
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DISCLOSURE OF PROVISION FOR BANK DEPOSITS THAT ARE DOUBTFUL OF RECOVERY:
· As per gradually accepted Accounting principles – Current Assets are valued at Lower of Cost & NRV.
· Disclosure of Bank balance without deduction to related provision would amount to showing bank balance at value higher than its NRV & it is not appropriate to present.
· Provision for bank deposits that are doubtful of recovery should be shown in the Balance Sheet as a deduction from “Cash & Bank Balances” on the Assets side.
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