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DISCLOSURE REQUIREMENTS UNDER REVISED SCHEDULE VI: AN OVERVIEW

The Ministry of Corporate Affairs (MCA) has issued Revised Schedule VI which lays down a new format for preparation & presentation of Financial Statements by Indian Companies for the Financial Year commencing on or after 1st April 2011. The revised Schedule VI introduces many new concepts and disclosure requirements and also 
does away with several statutory disclosure requirements. The practical application of the revised schedule throws up a number of questions, the answers to which may not be straight-forward or need additional guidance from the MCA or the Institute of Chartered Accountants of India 
(ICAI).  In this document, I’ve tried to set out an overview of the key changes and implications, critical issues and my perspectives thereon.

Disclosure Requirement Related to Balance Sheet
1. The revised Schedule VI prescribes a vertical format for presentation of balance sheet. 
Thus, a company will not have option to use horizontal format for presentation of financial statements.
2. Current and non-current classification has been introduced for presentation of assets and liabilities in the balance sheet which is more in line with the concepts used under Ind-AS/ IFRS. The application of this classification will require assets and liabilities to be broken into their current and noncurrent portions.
3. Number of shares held by each shareholder holding more than 5% shares now needs to be disclosed. In the absence of any specific indication of the date of holding, we believe that such information will be based on shares held as on the balance sheet date.
4. Details pertaining to aggregate number and class of shares allotted for consideration other than cash, bonus shares and shares bought back will be disclosed only if such an event has occurred during a period of 5 years immediately preceding the balance sheet date. 
5. Any debit balance in P&L account will be disclosed under the head “Reserves & surplus.”
6. Specific disclosures are prescribed for the share application money. The application 
money not exceeding the capital offered for issuance and to the extent not refundable will be shown separately on the face of the balance sheet. The amount in excess of subscription or if the requirements of minimum subscription are not met will be shown under “Other current liabilities.” 
7. The term “sundry debtors” has been replaced with the term “trade receivables.” Trade 
receivables are defined as dues arising only from goods sold or services rendered in the normal course of business. Hence, amounts due on account of other contractual obligations, which were earlier included in the sundry debtors, can no longer be included in the trade receivables.
8. The earlier Schedule VI required separate presentation of debtors (i) outstanding for a period exceeding 6 months (i.e., based on billing date) and (ii) other debtors, in a Schedule to the balance sheet.  However, the revised Schedule VI requires separate disclosure of “trade Receivables outstanding for a period exceeding 6 months from the date they became due for payment.” 
9.  In the earlier Schedule VI, details of capital commitments were required to be disclosed. Under the revised Schedule VI, all commitments need to be disclosed.
10. 	The revised Schedule VI requires all defaults in repayment of loans and interest to be specified in each case. Earlier, such disclosure was required only in the Companies Auditor’s Report Order (CARO) section of the audit report and only for defaults in repayment of dues to a financial institution, bank and debenture holders. 
Disclosure Requirement related to P&L account
1. In addition to specific disclosures prescribed in the P&L account, any item of income or expense which exceeds 1% of the revenue from operations or `100,000, whichever is higher, needs to be disclosed separately.
2. The existing Schedule VI required the parent company to recognize dividends declared by 
subsidiary companies even after the date of the balance sheet if they were pertaining to the period ending on or before the balance sheet date. Such requirement no longer exists in revised Schedule VI. Accordingly, as per AS 9 Revenue Recognition, dividends should be recognized as income only when the right to receive dividends is established by the balance sheet date.
3. 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 and (c) other operating revenues.
4. Net exchange gain/loss on foreign currency borrowings to the extent considered as an adjustment to interest cost needs to be disclosed separately as a finance cost.
5. Break-up in terms of quantitative disclosures for significant items of P&L account such as 
raw material consumption, stocks, purchases and sales have been simplified and replaced with the disclosure of “broad heads” only. The broad heads need to be decided based on materiality and presentation of true and fair view of the financial statements.
Simplification of Disclosures
The revised Schedule VI has removed a number of disclosure requirements that were not considered relevant in the present day context. Examples include: 
· Disclosures relating to managerial remuneration and computation of net profits for calculation of commission.
· Information relating to licensed capacity, installed capacity and actual production.
· Information on investments purchased and sold during the year.
· Investments, sundry debtors and loans & advances pertaining to companies under the same management.
· Commission, brokerage and non-trade discounts.
However, there are certain disclosures such as value of imports calculated on CIF basis and expenditure in foreign currency etc. that are still continuing in the revised Schedule VI.

Concepts For Revision Of The Schedule VI
The Schedule VI’ to the Companies Act, 1956 has been prepared on the following concept: 
· To have a ‘readable, useful, transparent and user friendly’ form of Schedule VI.
· To set out minimum disclosure requirements which are considered essential to ensure true and fair presentation of the financial position and financial performance of the company and comparability both with the company’s previous periods and with other companies. 
· The Balance Sheet and the Statement of Profit and Loss should not be Burdened with too many disclosure requirements.
· To remove the requirements of disclosures no longer considered relevant in view of the changed socio-economic structure and level of development of the economy.
· To remove disclosure requirements which are meant for statistical purposes only e.g. Part IV of Schedule VI.
· To have inherent flexibility for amendments and industry/sector specific improvements from time to time and to cater to industry/sector specific disclosure requirements.
· To harmonize and synchronize the general disclosure requirements with those prescribed in the Accounting Standards by removing the existing inherent anomalies. 
· To attain compatibility & convergence with the International Accounting Standards & practices.

Method Adopted In Determining The Form Of Balance Sheet, Statement Of Profit And Loss & Cash Flow Statement

I. BALANCE SHEET:
1)   Presentation is based upon:
· The balanced format in which the sum of the amounts for liabilities and equity are added together to illustrate that assets equal liabilities plus equity.
· The report form i.e. top to bottom or the vertical form.
2) Classification of assets and liabilities:
· Classification is based upon current and non-current assets/liabilities method.
· Similar nature of assets/liabilities is grouped into line items.
II. STATEMENT OF PROFIT & LOSS:
1)  Presentation is based upon:
Multiple step format i.e. Revenues from operations less cost of sales less operating expenses add other incomes less non operating expense less tax expense. 
2) Classification of expenses is based upon:
Function of expense method-expenses are classified according to their function as part of cost of sales, selling and marketing expenses or administrative   expenses.  Expenses are reallocated   among various functions within the company. 
III. CASH FLOW STATEMENT: 
1)  Presentation is based upon:
Cash inflow and outflow format i.e.  Cash inflows from various activities are grouped together and similarly cash outflows from various activities are grouped together. 
2) Classification of cash flows is based upon: 
The indirect method, whereby net profit or loss is adjusted for the effects of:
· Transactions of a non-cash nature; 
· Any deferrals or accruals of past or future operating cash receipts or payments; and 
· Items Of income or expense associated with investing or financing cash flows.
COMPARATIVE STUDY:
The revised Schedule VI introduces many new concepts and disclosure requirements & does away with several statutory disclosure requirements of the existing Schedule VI. The New Schedule VI is as per the currently in use non-converged accounting standards as under Companies (Accounting Standards) Rules, 2006. The changes brought in revised format have been segregated in the following manner:-
· General Changes
· Changes in Balance Sheet
· Change in Profit & Loss

· General Changes
· While both Vertical and horizontal forms of presentation were allowed under old schedule VI, only vertical form is allowed under revised Schedule VI.
· Once a unit measurement is used, it should be used uniformly in the Financial Statements.
· Changes in Balance Sheet
Liabilities
· Change in nomenclature –“Sources of Funds” has been replaced with “Equity & Liabilities” 
· Debit Balance of P&L A/c shall now be shown as negative figure under head Surplus
· Liabilities will now broadly be classified as : 
	a) Current Liabilities &
	b) Non Current Liabilities
· Deferred payment liabilities and loans & advances from related parties to be shown separately under head “Long term Borrowings”.
· Provisions to be classified as Short Term Provisions & Long Term Provisions.
Assets
· Change in nomenclature –“Application of Funds” has been replaced “Assets”
· Fixed Assets to be further classified as:
	a) Tangible,
	b) Non-Tangible
	c) Capital Work In Progress
d) Intangible Assets Under development.
· Current Assets are to be shown under separate head.
· “Sundry Debtors” have now been named “Trade Receivables”
· “Cash and Bank Balances” have now been termed as “Cash and Cash Equivalents”. Classification under this head has been completely revamped.
· Inventories – Goods in transit shall be disclosed under the relevant sub-head of Inventories
· Misc expenditure (to the extent not written off or adjusted) shall now not be shown separately under head “Other Current Assets”.
· The amount of dividend proposed to be distributed to shareholders (equity and Preference) for the period and amount per share to be disclosed separately.
· Changes in Profit & Loss A/c
· Under head “Other Income”- Net gain/loss on foreign currency translation and Transaction (other than finance cost) shall be disclosed separately.
· Employee benefit expense shall disclose additionally expense on account of Employee Stock option scheme (ESOP)
· Following shall now be disclosed separately:
1) Provision for loss of Subsidiary companies
2) Net loss on sale of Investments
3) Details of exceptional and extraordinary Items
4) Prior Period items
5) Adjustment to carrying amount of Investments
6) A new format has been issued for face reporting of Profit & Loss A/c.
Impact of Revision in Schedule VI
· The revised schedule VI intends to familiarize companies with Ind-AS/IFRS by using certain concepts such as current/non-current classification.
· The revised Schedule VI has eliminated the concept of schedules and such information will now be provided in the notes to accounts. This is as done when applying IFRS.
· From now on, the compliance requirements of Act and/or Accounting standards will prevail over schedule VI.
· Better presentation, disclosure is intended to facilitate better organized data for users of Financial Statement.
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