VALUE ADDED STATEMENTS
· Based on UK Concept- Enterprise Concept-GVA & NVA- Came into existence in 1970.
· Based on US Concept- Wealth Generation Concept- EVA(Economic Value Added) & MBA( Market Value Added) – came into existence after 1970
· GVA/NVA- As per enterprise concept profit is calculated for Employees, Director, Government Taxes, Provider of finance, Shareholders and Entity, such profit is called Value Added before depreciation, is called GVA.
· NVA => GVA+ Depreciation. Note- If Question is silent regarding GVA/NVA then always calculates GVA.
· Format- of Value Added Statements
Incomes
Sales----------------------------------------------------------*****

+Any Direct Incomes (Sale of Scrap, Royalty)------*****
Total (A)                    *****
Expenditure

Cost of Bought in Material/Services (BIMS)------------*****

+ All other expenditure (Direct or Indirect) Except-----*****
· Employee Cost

· Director Expenses

· Interest on Long term finance

· Dividend

· Any Reserve

· Depreciation

Total (B)



           ****       Total Value Added before Trading and Manufacturing Activity
= A-B








*****

+ Any Indirect Incomes





*****

+ Extraordinary Incomes




*****
Gross Value Added


*****
Application Statements

Towards



Amounts
Percentage

· Employee--------------------------*****
    
%

· Director----------------------------*****

%

· Governments----------------------*****

%

· Finance Providers----------------*****

%

· Shareholders----------------------*****

%

· Entity------------------------------*****

%

Total                                              *****          100
Note – Total of Application will match with GVA in all cases

Important Notes for Basic Concept:-
1) Employee includes- Permanent, Temporary, Workers, White Collared, Black collared, labour, casual & Trainees etc. amount paid or payable to employees can be in cash or in kind.
· Staff welfare Expenses- considered as Application (Typically Staff Welfare means welfare of Staff that with a view of benefits to the Staffs that in nature of personal in nature)

· Official tours and travel- is considered as Expense.

· Auditors can not be treated as employees however the CA can be treated as employees.

2) Director includes- any type of Director- i.e. Whole time director, part time director, managing director, executive director, non executive director, and amount paid or payable in cash or kind. Should be considered as application.
-Director sitting fess- Should be treated as Expenses because it is nature of official.
3) Governments Taxes- on the basis of Recoverable and Non recoverable. Recoverable Taxes should be considered as Expenses. Generally three Taxes are considered as recoverable- Excise Duty, Service Tax, Sales/ VAT Tax. Non Recoverable- Income Tax, Wealth Tax, House Tax, Cess, Local Taxes- Luxury Taxes, Entertainment Tax. Non Recoverable should be considered as Application towards Government.
· Provision of Deferred Taxes should be considered as Application towards Entity.

4) Providers of Long Term Finance- Bank overdraft and Working Capital always been considered as short terms finance providers hence interest of these should be considered as Expenses.

5) Shareholders- Dividend to Equity and Preference shareholders should be considered as Application towards shareholders. Whether these are type of Interim, Proposed.

· CDT- Should be considered as Application towards Govt.
· FBT- Should be considered as Application towards Govt.

6) Entity- All reserve/retained earnings generated during the year and Depreciation is also considered as application towards Entity in case of GVA.
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