
· Notes to Accounts/ Disclosures with checklist 

· Notes to Accounts/ Disclosures

Schedule VI of the Companies Act, 1956 should be seen for disclosures.

· After that note down all the important events during the year. All relevant documents of important events like resolution, if amalgamation done- method followed for amalgamation with documents , any subsidiary acquired or disposed off, or any major business line closed or change in business. For all these relevant papers must be taken and disclosed in notes to accounts.

· Then in case of deferred tax- components of deferred tax has to be seen and disclosed.

· As regards contingent liabilities- the same should be disclosed and properly documented. In all cases previous year figures should be seen and checked with current year changes. It should also be checked from board minutes. Note on system of contingent liability recognized by the company.

· In case of Corporate/ Bank guarantee given- all papers as regards guarantee papers, sanction letter, limits certificate, resolution, modification if any etc. and confirmations should be taken. The guarantee for subsidiary and others should be disclosed separately.

· In case of segment reporting the required primary segment and secondary segment should  be identified and all disclosures given in AS 17 should be done and properly documented.

· Other Disclosures like Advances includes due from Subsidiaries, or given to a company in which director is interested, Current liabilities includes cheques overdrawn etc. All these should be properly documented in the file.

· Further the quantitative details should be properly given and working should be attached in the file.

· Other details like FOB value of exports, CIF value of imports, Expenditure in foreign currency, foreign Traveling etc. – working for all should be kept in file.

· In case of operating lease and finance lease the same should be disclosed as per AS 19 and the corresponding checklist has also to be filled in. Last year items should be checked. 

· Other details as required should be properly filed.

· In case of related party the list should be obtained from the company duly signed by the Company Secretary and all transactions with related party should be mentioned and a summary chart should be prepared. The required As checklist i.e. AS 18 should be filled.
	Sr No
	Party Name
	Relation
	Nature of Transac-tion
	Opening Balance
	Transa-ction
	Reimburs-ement of expenses
	Payme-nt Made
	Payme-nt received
	Closing balance


· In short for all notes to accounts supporting should be attached in the file.

· Notes to Accounts Checklist

· A general checklist on notes to accounts should be filled.

	
	NOTES TO ACCOUNTS
	Remarks

	A.
	GENERAL
	

	1.
	In the case of subsidiary companies, the number of shares held by the holding company as well as by the ultimate holding company and its subsidiaries has been stated. [we are not required to certify the correctness of such shareholdings as certified by the management].


	

	2.
	If in the opinion of the Board, any of the current assets, loans and advances have not a value on realization in the ordinary course of business at least equal to the amount at which they are stated, the fact that the Board is of the opinion has been stated.


	

	3.
	Comparatives are shown


	

	4.
	Current accounts with directors whether they are in credit or debit are shown separately.


	

	5.
	Reference to benefits expected from contracts to the extent not executed has not been made in the Balance Sheet, shall be made in the Boards’ report.


	

	6.
	Have you ensured that there is adequate disclosure of Contingent Liabilities as per Schedule VI and AS? [Complete checklist on contingent liabilities]


	

	7.
	The following have been shown by way of a note

a. Amount remitted during the year in foreign currencies on account of dividends. 

b. The number of non resident shareholders  

c. Number of shares held by them on which dividend was due and     

d. The year to which the dividends related


	

	B
	RAW MATERIAL CONSUMED
	

	1.
	All important basic raw materials are shown separately


	

	2.
	Materials do not include items like stores and fuel which only assist the manufacturing process.


	

	3.
	Purchased intermediates and components are classified as raw materials and only those items which account for at least 10% of the value of raw materials consumed are shown separately in quantity and value.


	

	4.
	The figures for raw materials consumed relate to actual consumption rather than the derived consumption; any normal shortage or loss may be included in the figure of consumption.


	

	5.
	Internal transfers from one department to another are disregarded in determining consumption figures.


	

	C
	Value of imports of raw materials, components and spare parts and capital goods on CIF basis have been shown by way of note in respect of


	

	1.
	a. Raw Material

b. Components or spare parts   

c. Capital goods


	

	2.
	The total value of imports of components and spare parts may be disclosed in the aggregate

 
	

	3.
	The disclosure in respect of imports is made on a mercantile or accrual basis. Therefore, items like goods in transit are included.


	

	4.
	The value of imports is disclosed irrespective of whether or not such imports have resulted in an expenditure in foreign currency.


	

	5.
	The value of imports is calculated on a CIF basis.


	

	6.
	The disclosure is made in Indian currency.


	

	7.
	Disclosure is with regard to the value of imports by the Company i.e., direct imports.


	

	8.
	Terms of payment for items imported an ignored since they have no relevance to value


	

	D
	Value of Imported materials consumed


	

	
	The following have been shown by way of a note:


	

	1.
	Value of all imported raw materials, spare parts and components consumed during the financial year


	

	2.
	Value of all indigenous raw materials, spare parts and components consumed during the financial year.


	

	3.
	The percentage of (a) and (b) each to total consumption is shown


	

	E.
	Expenditure in foreign currencies


	

	1.
	Expenditure in foreign currencies during the year has been shown by way of note split between:

a. Royalty

b. Know-how

c. Professional, consultancy fees

d. Interest

e. Other matters (specify)


	

	2.
	“Other matters” in the Schedule VI requirement covers any items for which foreign currency expenditure is involved.


	

	3.
	The requirement ordinarily relates to expenditure on intangible items.


	

	4.
	Disclosure is made on accrual basis, otherwise basis to be stated.


	

	5.
	Disclosure is limited to those cases where the company itself incurs a expenditure in foreign currency.  The disclosure is to be made of the amounts actually incurred in foreign currency, which is remitted outside India (TDS under I.T.Act to be excluded)


	

	F.
	Disclosure of Foreign Earnings


	

	1.
	Export of goods calculated on FOB basis


	

	2.
	Royalty, know-how professional and consultation fees.


	

	3.
	Interest and dividend


	

	4.
	Other income (indicating nature)


	

	G.
	Licensed capacity, installed capacity and actual production


	

	1.
	The following have been shown by way of notes

a. The licensed capacity on the last date of the year, (if applicable)

b. The installed capacity on the last date of the year.

c. Actual production of finished products meant for sale


	

	2.
	A reconciliation between the quantity produced and quantity sold is prepared as it might reveal differences or errors


	

	3.
	Where installed capacity relates to a particular product mix

a. The entire range of variation may be shown or

b. It may be designated in respect of the particular product mix already in operation during the accounting year or 

c. The installed capacity may be indicated in neutral terms e.g., machine hours


	

	H.
	OTHER ITMES FOR NOTES


	

	1.
	Have you completed checklist on Segment Reporting to ensure compliance and disclosures in accordance with the standard?


	

	2.
	Have you completed checklist on AS 20 EPS to ensure compliance and disclosures in accordance with the Standard?


	

	I
	CONTINGENT LIABILITIES & COMMITMENTS DISCLOSERS


	

	
	Audit Procedure


	

	1.
	Have you obtained a note describing system of recording contingent liabilities of the company?


	

	2.
	Is there a dependable procedure ensuring that all claims and contingent liabilities will be brought to the notice of the Chief Accountant/ Administration Head/ Board?


	

	3.
	If not, how does the company’s system ensure that all such claims and contingent liabilities will be duly recorded and brought to the notice of the management and eventually in the Fin. Statements?
	

	4.
	Have you reviewed last year’s contingent liabilities and ensured that these have been duly considered for the current year’s account?


	

	5.
	Obtain a list of contingent liabilities from the company and co-relate it with:

a. Minutes of the Board or committee of Directors

b. Company’s sale/ purchase contracts for liquidated damages / penalties / warranties.

c. Income Tax, Sales Tax and excise records.

d. Confirmations from clients solicitors as to pending suits for claims against the company and reconcile the same with schedule of fees paid to solicitors / counsels.

e. Certificate from clients, bankers for contingent liabilities (e.g. bills discounted, letters of credit, guarantees etc.)

f. Labour union agreements, whether these have expired and whether union have demanded a revision or additional remuneration or bonus?

g. Whether there is investment schedule for outstanding calls in investments?

h. Product warranties, guarantees and statutory obligations;

i. Guarantees given of obligations of subsidiary or related companies

j. Commitments for capital expenditure

k. Disputes with tax or other government authorities.

l. Obligations under leases

m. Matters under arbitration

n. Pending labour demands

o. Penalties under contracts

p. Bills discounted but not matured

q. Forward contracts for purchase and sale of goods and forex?


	

	6.
	Have Contingent Liabilities been measured and disclosed as per AS 29 (refer para 26, 35- 48)


	

	7.
	Have the following been disclosed in case of Contingent Liabilities as required by As 29:

a. An estimate of its financial effect measured under paragraph 35- 48

b. An indication of the uncertainties relating to any outflow; and

c. The possibility of any reimbursement.


	

	8.
	Have you ensured that separate disclosures have been made for the following as required by Schedule VI of the Companies Act?

a. Claims against the company not acknowledged as debts.

b. Uncalled liability on shares partly paid.

c. Arrears of fixed cumulative dividends (the period for which the dividends are in arrears or if there is more than one class of shares, the dividends on each such class are in arrear)

d. Estimated amount of contracts remaining to be executed on capital account and not provided for

e. Other money for which the company is continentally liable.

f. The amount of any guarantees given by the company on behalf of directors or other officers of the company and where practicable, the general nature and amount of each such contingent liability, if material.


	



