
Companies Act, 2013 has attempted to improve further the degree of
convergence to  global practices of financial reporting by adopting
consolidation, cash flow reporting and statement of changes in
equity as components of financial statements, and liberalization of
depreciation and amortization policies. Although Schedule II
provides guiding principles for charging depreciation, concession to
charge different depreciation as per managerial estimates supported
by technical advice is a path breaking reform in corporate financial
reporting in India. This paves the way  to replace age-old concept of
unrealistic Schedule XIV depreciation charge by which assets could
be over-depreciated. Although Schedule II covers wide-range of assets
under different industry categories, mostly it has the impact of
increased depreciation charge and inherent implication that across
industry segments assets have been under-depreciated. Concession to
adopt differential depreciation will outweigh the inherent demerits
of Schedule II. Furthermore, introduction of component-wise
depreciation by the new Companies Act is in the preparatory stage.

Consolidation with disclosures of detailed financial information
of subsidiaries, associates and joint ventures keeping stand-alone
financial statements as the primary financial statements remains
the guiding principle of corporate financial reporting in India. Its
relevance in respect  of private holding company is interesting to
explore.  However, in years to come it would be important to review if
wholly owned subsidiary could be made part and parcel of primary
financial statements. Treating  associates and joint venture just like a
subsidiary for the purpose of consolidation is another development in
corporate reporting.

Statement of changes in equity  is not a substitute of  detailed notes to
reserves and surplus. A summarized and columnar presentation of
the movement in equity with its important sub-components enhances
importance of financial statements as primary reporting format to the
shareholders  in the context that other components of financial
statements provide  general purpose financial information to varied
stakeholders.
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This book is an improvement to and updation of my popular book
Illustrated Guide to Revised Schedule VI (Taxmann, 5th Edition,
June 2013). In this edition I have updated discussion on  preparation
and presentation of corporate financial statements. In Chapters 4-7,
principles of  presentation of statement of profit and loss, current and
non-current classification of assets and liabilities, presentation of
balance sheet and statement of changes in equity are  discussed
with examples and  extracts of corporate financial statements.  In
Chapter 8, issues relating to presentation of stand-alone and
consolidated statement of cash flows are discussed.

In Chapters 9-11 consolidation principles are discussed with
illustrations in the light of  accounting standards and the Companies
Act. Illustrations on consolidation include chain holding,  disclosures
under Schedule III and  attachment requirement in Form AOC1,
consolidation of associated and joint ventures.

In Chapters 3 and 12  principles and methods of depreciation and
amortization charge are discussed with  comparative analysis of
Schedule XIV rates. The discussion includes Componentisation of
tangible fixed assets and amortization of  intangible assets recognised
under service concession arrangement.

This book also contains discussion on  development in maintenance
of cost records and cost audit and issues relating statutory audit. It has
also covered important limits under the Companies Act apart from
highlighting other important accounting and financial issues like
declaration and payment of dividend,  restriction on loans to
directors, restrictions on loans, investments, security and guarantee
under section 186, disclosure of related party transactions, board’s
report, annual return, managerial remuneration. Public deposit, CSR
reporting, internal audit and internal finance control.

In the revised edition, recent development in the Companies Act, 2013
covering Companies (Amendment) Act, 2015, integrated incorporation
rules, share capital and debentures, exemptions for private companies
and Government companies are incorporated in Appendix 4.
Applicability of Indian Accounting Standards are discussed in the
newly added Chapter 16.
I am thankful to executives of various companies who participated in
my seminars on Companies Act, 2013 - Accounting and Audit Issues
in Mumbai and Delhi and deliberated various  accounting and audit
issues which helped me to plan the coverage of various topics.
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I  am thankful to CA Dipankar  Chatterji, L.B. Jha & Co. Kolkata who
shared with me his experienced outlook on various accounting and
audit issues involved in the Companies Act. I thank CA Murali
Ganesan, Vice President, Finance and Technology of ITC’s Food
Business and  CMA M. Gopalkrishnan, Past President of the Institute
of Cost Accountants of India  for providing insight into various issues
arising out of the new Companies Act. I wish to acknowledge that
CMA M. Gopalkrishnan contributed forewords to the first edition of
Illustrated Guide to Revised Schedule VI.

I acknowledge editorial support of Shri Rakesh Bhargava, Editor,
Taxmann, feedback of Shri Amit Bhargava, Director, Taxmann and
help and assistance provided by all other editorial staff of Taxmann
specially Mr. Sunil Kapoor.

I welcome suggestions for further improvement of the book. Please
mail your views to tpghosh@imtdubai.ac.ae.

18 June, 2015 T.P. GHOSH

I-7 PREFACE


