REVISED SCHEDULE VI- A NEW BEGINNING?
The Revised Schedule was notified vide Notification No S.O. 447(E) dated 28th February 2011. This Notification provided for everything apart from the date from which the Revised Schedule would be applicable which was quickly rectified by Notification No S.O. 653(E) dated 30.3.2011 which clarified that ‘The notification shall come into force for the Balance Sheet and Profit and Loss Account to be prepared for the financial year  commencing on or after 1-4-2011”. The use of the words “financial year commencing on or after” would invariably mean that the Revised Schedule would be applicable to all entities that end their financial years on or after 31st March 2012. As the Revised Schedule VI changes the presentation of assets and liabilities drastically, it mandates that even the previous year figures should be as per the Revised Schedule. Effectively, the Schedule would be applicable for the year ended 31st March 2011. 

The need for a Revised Schedule cannot be disputed. There have been a number of changes in the landscape of accounting standards over the last 20 years or so. India has moved closer to International Financial Reporting Standards (IFRS) with their Indian equivalents Ind-AS ready and waiting for the blessings of the powers-to-be. IFRS standards focus on financial reporting (hence the name) and disclosures which to implement.

Major Changes
	Current Assets
	Current Liabilities

	It is expected to be realised in, or is intended for sale or consumption in the company’s normal operating cycle
	It is expected to be settled in the company’s normal operating cycle



	It is held primarily for the purpose of being traded


	It is held primarily for the purpose of being traded



	It is expected to be realised within 12

months after the reporting date


	It is due to be settled within 12 months after the reporting date



	It is cash or cash equivalent unless it is

restricted from being exchanged or used to

settle a liability for at least 12 months after

the reporting date


	The company does not have an unconditional right to defer settlement of the liability for at least 12 months after the reporting date.

Terms of a liability that could, at the option of the counterparty, result in its settlement by the issue of equity instruments do not affect its classification


All assets that are not current assets would be classified as non-current assets. This requirement would ensure that the Balance-Sheet of an entity provides an accurate picture to investors and shareholders of the liquidity of the entity. It would impact banking ratios and banks would in turn have to relook at the way they would look at Current Ratio and Debt- Equity Ratio. As is the situation at present, Current Ratio would be looked into for short-term borrowings while the non-current ratio would cover long-term borrowings.

Prevalence of Accounting Standards over the Schedule
The other major change that the Revised Schedule VI brings to the table is the statements that the requirements of an accounting standard would prevail over the Schedule. This is a significant statement given that in the past there was no clarity on whether accounting standards or the Schedule would prevail in case they were at loggerheads. 

No Schedules in Schedule VI   
The Revised Schedule does away with the concept of Schedules and taking a cue from international standards asks us to begin the notes on accounts immediately after the Profit and Loss Account. One of the advantages of this is that all information pertaining to a disaggregated item is available in one place instead of being scattered all over the financial statements.

Other significant changes brought in by the Revised Schedule VI are:-

· The revised Schedule to apply to all companies following Indian GAAP – until such companies are required to follow International Financial Reporting Standards (IFRS) converged Indian accounting standards (Ind AS).

· Part IV of the pre-revised Schedule (containing balance sheet abstract and general business profile) dispensed with.

· Format of cash flow statement not prescribed – hence companies which are required to present this Statement (i.e., other than small and medium sized companies) to continue to prepare it as per AS 3, Cash Flow Statements.

· Disclosure requirements of various accounting standards also need to be     complied with.

· Expenses in the Profit and Loss Account to be shown according to the nature of the expense rather than the function.

· Only vertical form of Balance-Sheet has been permitted.

· Quantitative disclosures relating to turnover, raw materials, purchases, etc. dispensed with. Other significant disclosures which have been dispensed with include capacity and actual production, calculation of managerial remuneration.

· Intangible fixed assets to be disclosed separately.

· Share options outstanding account recognized as part of reserves and surplus.

· Detailed disclosures required regarding defaults on borrowings.

· New and significant disclosures required regarding ownership of the company including all shareholdings above five percent of any class of
 shares.

· ‘Investments’ no longer a broad head – to be included under noncurrent and current assets categories; disclosures rationalised.

· All Capital Advances to be shown under Long- term Loans and Advances.

Impact:
The structural changes brought in by the Revised Schedule would have an impact on every entity. The impact on the Balance-Sheet and Profit and Loss Account for significant industries is tabulated below:

	Industry 
	Balance-Sheet Impact
	Profit and Loss Account Impact

	Information

Technology


	Current/Non-Current Classification

of Income-taxes

Classification of Service tax input tax

credit

Share Options outstanding to be

separately disclosed


	Classification of expenses

by nature



	Real Estate


	Classification of Investment property

Classification of Capital Advances as

long-term loans and Advances


	

	Extractive

industries


	Current/non-current classification due to adoption of Full Cost Method or Successful Efforts Method


	Expense classification by

nature



	Pharmaceutical

Sector


	Disclosure of investments in controlled special purpose entities – requirements of Ind-AS 27


	Presentation of revenue between service income and other operating revenue


Conclusion

The entities should gear up to face the realities of a Revised Schedule VI. The financial statements will look different from the previous ones which are bound to elicit queries from bankers, investors, analysts and active shareholders. An early test-run of the Revised Schedule would assist in getting a clear picture of how the financial statements look. Maintaining a “tracker” of how the differences between the old Schedule and the new one have been reflected in the financial statements would enable an entity to answer any queries quickly.
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