[Disclaimer:
These notes are for illustrative purposes and entities may modify the notes as per their requirement
These notes are in addition to the regular notes to Financial Statements as prescribed by the Institute of Chartered Accountants of India in the Illustrative Format of Financial Statements for Non-Corporate Entities, annexed to the Guidance Note.
For accessing the Guidance notes, Illustrative format of Financial Statements and Related Contents, users may please use the resources section of our website]

MODEL NOTES TO ACCOUNTS FOR Level 4 Entities – For the year ended 31st March 2025 

Note – 1 : About the Firm/Trust/Society/Entity
(Background of the Firm/Trust/Society/Entity)
The Firm/Trust/Society/Entity falls under Level 4 entity as prescribed under the Appendix to Accounting Standards issued by the Institute of Chartered Accountants of India. Accordingly, the Firm/Trust/Society/Entity has compiled with the accounting standards as per the applicability to Level 4 Entities.

Note – 2 
A: Significant Accounting Policies

2.1 Compliance 

The financial statements have been prepared in accordance with the Guidance Note issued by the Institute of Chartered Accountants of India (ICAI) for the presentation of financial statements of non-corporate entities. This is the first year of compliance with the ICAI framework. Accordingly, the previous year’s figures have been regrouped or recast wherever necessary to make them comparable.
 
2.2 Basis of Preparation

These financial statements have been prepared on accrual basis under historical cost convention in accordance with the Generally Accepted Accounting Principles in India (Indian GAAP) and the Accounting Standards prescribed by the Institute of Chartered Accountants of India.

The assets and liabilities are stated at historical cost basis except those that are specifically stated to have been measured at the Fair Value. The accounting policies followed by the Firm/Trust/Society/Entity are consistently applied, unless expressly so stated.

The Financial Statements have been presented in Indian Rupee (INR), which is the functional and operational currency of the Firm.

2.3 Going Concern 

The financial statements of the Firm/Trust/Society/Entity have been prepared on the assumption that the entity will continue to operate as a going concern for the foreseeable future. The management has neither the intention nor the necessity to liquidate or significantly curtail the scale of its operations.

The entity has adequate resources to continue its operations and meet its obligations as and when they fall due. There have been no significant adverse financial or operational developments post the reporting date that would cast doubt on the entity’s ability to continue as a going concern. Accordingly, the financial statements do not include any adjustments that may arise in the event the entity is unable to continue its operations on a going concern basis.

2.4 Use of Estimates

The Preparation of the financial statements of the Firm/Trust/Society/Entity is in conformity with the Accounting Standards and Indian GAAP may require the management to use judgements, estimates and assumptions in the presentation of the values of various assets and liabilities.

Such estimates and assumptions are based on management's evaluation of the relevant facts and circumstances as on the date of the Financial Statements. The actual outcome may vary from such estimates. Estimates and assumptions are reviewed on a periodic basis. Revisions to accounting estimates are recognized in the period in which the estimates are revised and in any future periods affected.

2.5 Fixed Assets and Depreciation 

The Fixed Assets are recognised at their original cost (including expenses related to acquisition and installation) less depreciation. Cost comprises of the purchase price and cost attributable to bringing the asset to its working condition for its intended use.

The fixed assets are stated at written down value (WDV) as per records available. Depreciation is provided on the WDV method in accordance with the rates prescribed under the Income Tax Act, 1961. 

(if the entity does not hold any Fixed assets, this section may be skipped)

2.6 Expenses for Construction

(To be used only if applicable to the entity’s operations i.e. entities involved in construction business; otherwise, this section can be omitted.)
Expenses directly attributable to construction activities undertaken by the entity are classified under ‘Expenses for Construction’ and include costs such as site preparation, materials, labour charges, supervision costs and any overheads directly linked to the construction activity. These expenses are recognized based on the stage of completion and are capitalized as part of the completed asset upon commissioning.

2.7 Foreign Exchange Translation

Foreign currency transactions are recorded in the reporting currency by applying to the foreign currency amount the exchange rate between the reporting currency and the foreign currency at the date of the transaction.

Foreign currency monetary items are retranslated using the exchange rate prevailing at the reporting date. Non-monetary items which are measured in terms of historical cost denominated in a foreign currency are reported using the exchange rate at the date of the transaction.

2.8 Inventories (Stock-in-Trade)

Proper and updated quantitative records of inventory are not maintained. The stock has been valued and certified by the management based on estimated realizable values. No independent verification of inventory valuation has been carried out. 

Stock in Trade is valued under FIFO basis and is reported at lower of cost or net realizable value.

2.9 Goodwill

(Use this if the entity has acquired goodwill through acquisition of a business or reconstitution.)

Goodwill, if any, is recognized only when paid for and arises upon the acquisition of a business. It represents the excess of purchase consideration over the fair value of net identifiable assets acquired. Goodwill is carried at cost less any accumulated impairment losses. The carrying amount of goodwill is reviewed for impairment whenever events or changes in circumstances indicate that its carrying value may not be recoverable.

(If no goodwill exists, add: "The Firm/Trust/Society/Entity does not carry any goodwill in its books during the year under review.")/skip this section

2.10 Investments 

(When there are no Investments)
The Firm/Trust/Society/Entity has not made any investments during the financial year nor does it hold any investment for the period dealt with by these financial statements.

(When the entity hold investments)
Any investment held by the Firm/Trust/Society/Entity for trade or with the intention of sale within a period of twelve months is classified as current investment and any investment which is not a current investment is classified as a long-term investment.

Investments classified as current investments are carried in the financial statements at the lower of cost and fair value determined either on an individual investment basis or by category of investment.

Investments classified as long term investments are carried in the financial statements at cost. However, provision for diminution shall be made to recognise a decline, other than temporary, in the value of the investments, such reduction being determined and made for each investment individually.

The cost of an investment includes acquisition charges including but not limited to brokerage, fees and duties

There are no specific restrictions on the right of ownership, realisability of the investments or the remittance of income and proceeds of disposal of the investments as on the reporting date

No investments have been revalued during the period under review and no provision for dimunition in value of the investments has been recognised during the period under review.

2.11 Retirement Benefits

(Where the entity does not have a formal retirement scheme)
No provision is made for retirement benefits in the books of accounts as the entity has no formal obligation towards gratuity, provident fund or other retirement benefits as per applicable laws. Payments, if any, are accounted for on a cash basis.
Or
The average number of persons employed during the year is less than 50 and hence  the recognition and measurement principles as per AS 15 are not applicable. However, the accrued liability under the defined benefit plans is calculated based on the assumption that such benefits are payable to all employees at the end of the accounting year.
or
(Alternate: “The entity does not have any employees who are eligible for retirement benefits under any applicable statutory scheme.”)

(Where the entity has a formal retirement scheme)

Details of the defined benefit obligations maybe furnished

2.12 Cash and Cash Equivalents

The entity considers all highly liquid financial instruments, which are readily convertible into known amount of cash that are subject to an insignificant risk of change in value and having original maturities of three months or less from the date of purchase, to be cash equivalents.

2.13 Long Term Contracts

(Include only if the entity is engaged in long-term contract work like construction, service projects, etc.)

Revenue from long-term contracts is recognized on the basis of Percentage of Completion Method (POCM). The stage of completion is determined with reference to the proportion of costs incurred up to the reporting date to the total estimated costs of the contract. Expected losses, if any, are recognized immediately in the Statement of Profit and Loss.

2.14 Effects of Foreign Exchange Fluctuation

(Applicable to all entities. Disclosure exemption is available for Level IV entities)

Transactions in foreign currencies are recorded at the exchange rates prevailing on the date of the transaction.  Exchange differences arising on foreign currency transactions settled during the year are recognised in the Profit and Loss Account.

Exchange differences arising on account of foreign exchange transactions are recognised in the statement of profit and loss.

At the reporting date:
(a) foreign currency monetary items are reported using the closing rate. Where the closing rate may not reflect with reasonable accuracy the amount in reporting currency that is likely to be realised from, or required to disburse, a foreign currency monetary item at the balance sheet date, or where the closing rate is unrealistic and it is not possible to effect an exchange of currencies at that rate at the balance sheet date, the relevant monetary item is reported in the reporting currency at the amount which is likely to be realised from, or required to disburse, such item at the balance sheet date;
(b) non-monetary items which are carried in terms of historical cost denominated in a foreign currency are reported using the exchange rate at the date of the transaction; and

(c) non-monetary items which are carried at fair value or other similar valuation denominated in a foreign currency are reported using the exchange rates that existed when the values were determined.

2.15 Contingent Liabilities 

A contingent liability is a possible obligation that arises from past events whose existence will be confirmed by the occurrence or non-occurrence of one or more uncertain future events beyond the control of the company or a present obligation that is not recognized because it is not probable that an outflow of resources will be required to settle the obligation. The Firm/Trust/Society/Entity does not recognize contingent liabilities but discloses it’s existence in the financial statement.

B: Disclosure required under the accounting standards
The Firm/Trust/Society/Entity is a Level 4 entity as defined by the appendix to accounting standards and therefore, the Firm/Trust/Society/Entity is exempt from the application of the following accounting standards.

	Standard
	Name of the Standard

	AS – 3
	Cash Flow Statement

	AS – 17
	Segment Reporting

	AS – 18
	Related Party Disclosures

	AS – 20
	Earnings Per Share

	AS – 21
	Consolidated Financial Statements

	AS – 23
	Accounting for Investments in Associates in Consolidated Financial Statements

	AS – 24
	Discontinuing Operations

	AS – 25
	Interim Financial Reporting

	AS – 27
	Financial Reporting of Interests in Joint Ventures

	AS – 28
	Impairment of Assets



Further, the Firm/Trust/Society/Entity has complied with the applicable accounting standards to the extent the standards are applicable

2.16 Contingencies and Events Occurring after Balance Sheet Date (AS – 4)

(Where non-adjusting events are present.)

Nature of Event:
Financial Impact

(Where non-adjusting events are not present, this disclosure may be omitted)


2.17 Net Profit or Loss for the Period, Prior Period Items and Changes in Accounting Policies (AS – 5)

(To be disclosed only when Extra-ordinary items are reported in Statement of P&L)

The following values to be furnished
a. Write-down of Inventories
b. Reversal of Provisions in the event of restructuring
c. Disposal of Fixed Assets
d. Disposal of Long Term Investments
e. Legislative charges with retrospective application
f. Litigation Settlements
g. Other reversal of Provsions
If the statement of P&L contains prior period items, the nature and value of such items to be disclosed.

2.18 Construction Contracts (AS – 7)

(to be disclosed only by entities involved in construction activities)

Revenue from fixed price construction contracts is recognised on the percentage of completion method, measured by reference to the percentage of labour hours incurred upto the reporting date to estimated total labour hours for each contract.

Revenue from cost plus contracts is recognised by reference to the recoverable costs incurred during the period plus the fee earned, measured by the proportion that costs incurred upto the reporting date bear to the estimated total costs of the contract.

(a) the amount of contract revenue recognised as revenue in the period;
(b) the methods used to determine the contract revenue recognised in the period; and
(c) the methods used to determine the stage of completion of contracts in progress.

In respect of Contracts in Progress at the reporting date:
(a) the aggregate amount of costs incurred and recognised profits (less recognised losses) upto the reporting date;
(b) the amount of advances received; and
(c) the amount of retentions.

The following amounts as at the reporting date
(a) the gross amount due from customers for contract work as an asset; and
(b) the gross amount due to customers for contract work as a liability.

2.19 Revenue Recognition (AS – 9)

The total turnover has been recognized on accrual basis in accordance with the applicable accounting policies. Revenue is recognized when the significant risks and rewards of ownership are transferred to the customer. 

Revenue is recognised to the extent that it is probable that economic benefits will flow to the Firm/Trust/Society/Entity and the amount of revenue can be reliably measured with no uncertainity as regards to the ultimate collection of such revenue.

In respect of Sale of Goods,
performance is regarded as being achieved when the following conditions have been fulfilled:

(i) the seller of goods has transferred to the buyer the property in the goods for a price or all significant risks and rewards of ownership have been transferred to the buyer and the seller retains no effective control of the goods transferred to a degree usually associated with ownership; and

(ii) no significant uncertainty exists regarding the amount of the consideration that will be derived from the sale of the goods.

In respect of Sale of Services,
performance is measured either under the completed service contract method / under the proportionate completion method (select whichever relates the revenue to the work accomplished). Such performance is regarded as being achieved when no significant uncertainty exists regarding the amount of the consideration that will be derived from rendering the service.

In respect of other revenues, the same are recognised on the following bases:
	(i) Interest : 
	on a time proportion basis taking into account the amount outstanding and the rate applicable.

	(ii) Royalties : 
	on an accrual basis in accordance with the terms of the relevant agreement.

	(iii) Dividends
	when the right to receive payment is established.




2.20 Plant, Property and Equipment (Fixed Assets : AS – 10)

No revaluation of fixed assets has been carried out during the year. 

[Where the entity does not hold any immovable property]
The Firm/Trust/Society/Entity does not hold any immovable property.

[Where the entity holds immovable property]
The title deeds of the immovable properties held by the Firm/Trust/Society/Entity are clear and free of any encumbrance other than those stated under the relevant notes to fixed assets.

2.21 Government Grants (AS – 12)

(to be disclosed only by entities in receipt of Government Grants/subsidies)

Government grants should not be recognised until there is reasonable assurance that 
(i) the enterprise will comply with the conditions attached to them, and 
(ii) the grants will be received.

Government grants related to specific fixed assets are presented in the balance sheet by showing the grant as a deduction from the gross value of the assets concerned in arriving at their book value. Where the grant related to a specific fixed asset equals the whole, or virtually the whole, of the cost of the asset, the asset is shown in the balance sheet at a nominal value.

Government grants related to revenue are recognised on a systematic basis in the profit and loss statement over the periods necessary to match them with the related costs which they are intended to compensate. 

Government grants of the nature of promoters’ contribution are credited to capital reserve and treated as a part of shareholders’ funds.

Government grants in the form of non-monetary assets, given at a concessional rate, are accounted for on the basis of their acquisition cost. In case a non-monetary asset is given free of cost, the same is recorded at a nominal value.

[bookmark: _Hlk201400074]Government grants that are receivable as compensation for expenses or losses incurred in a previous accounting period or for the purpose of giving immediate financial support to the enterprise with no further related costs, are recognised and disclosed in the profit and loss statement of the period in which they are receivable, as an extraordinary item if appropriate (see Accounting Standard (AS) 5, Net Profit or Loss for the Period, Prior Period Items and Changes in Accounting Policies).

Specific Disclosure
The nature and extent of government grants recognised in the financial statements:

2.22 Investments (AS – 13)

Amounts included in the profit and loss statement for

	Particulars
	Amount

	Interest, dividends and rentals from Long Term Investments
	

	profits and losses on disposal of current investments
	

	changes in the carrying amount of current investments
	

	profits and losses on disposal of long-term investments
	

	changes in the carrying amount of long-term investments
	



Aggregate Value of 
	Particulars
	Amount

	the aggregate amount of quoted investments
	

	the aggregate amount of unquoted investments
	



[This section may be omitted, if the above disclosure is already made in the schedules]

2.23 Borrowing Costs (AS – 16)
(to be disclosed only by entities obtaining a qualifying asset)

Borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset are capitalised as part of the cost of that asset. Other borrowing costs is recognised as an expense in the period in which they are incurred.

To the extent that funds are borrowed specifically for the purpose of obtaining a qualifying asset, the amount of borrowing costs eligible for capitalisation on that asset are determined as the actual borrowing costs incurred on that borrowing during the period less any income on the temporary investment of those borrowings.

To the extent that funds are borrowed generally and used for the purpose of obtaining a qualifying asset, the amount of borrowing costs eligible for capitalisation are determined by applying a capitalisation rate to the expenditure on that asset.

Amount of Borrowing Cost Capitalised during the period : 

2.24 Taxation (AS – 22)

Provision for Income Tax has been made as per the applicable rates. Current tax is measured at the amount expected to be paid to/ recovered from the taxation authorities, using the applicable tax rates and tax laws.

No deferred tax assets or liabilities have been recognized as per the Exemptions in the accounting standards notified by the Institute of Chartered Accountants of India. 

2.25 Intangible Assets (AS – 26) 

(to be disclosed only if the entity holds any intangible assets)

An intangible asset should is recognised only if:
a. it is probable that the future economic benefits that are attributable to the asset will flow to the enterprise; and
b. the cost of the asset can be measured reliably.

The intangible asset is measured initially at cost.

The amortisation method reflects the pattern in which the asset's economic benefits are consumed by the enterprise.
C: Additional Statutory Disclosures and Other Disclosures
2.26 MSME Trade Payables 

(if disclosure is not available)
The management has not provided bifurcation of creditors under the Micro, Small and Medium Enterprises Development Act, 2006 (MSMED Act). Accordingly, the disclosure regarding the amount payable to such enterprises and the interest, if any, due thereon, is not made. Further, the status of payment to such parties has not been independently verified by us. 



(if disclosure is available)
Information as required to be furnished as per section 22 of the Micro, Small and Medium Enterprises Development Act, 2006 (MSMED Act) is furnished hereunder
	S.No
	Particulars
	31/03/2025
	31/03/2024

	1
	Principal amount and interest due thereon remaining unpaid to supplier as at the end of each accounting year:
	 
	 

	
	
	 
	 

	 
	Principal amount due to micro & small enterprises
	
	 

	 
	Interest due on above
	 
	 

	 
	 
	
	
	
	 
	 
	 

	2
	The amount of interest paid by the buyer in terms of section 16, of the MSMED Act, 2006 along with the amounts of the payment made to the supplier beyond the appointed day during each accounting year
	 
	 

	
	
	 
	 

	
	
	 
	 

	
	
	 
	 

	 
	 
	
	
	
	 
	 
	 

	3
	The amount of interest due and payable for the period of delay in making payment (which have been paid but beyond the appointed day during the year) but without adding the interest specified under MSMED Act.
	 
	 

	
	
	 
	 

	
	
	 
	 

	
	
	 
	 

	 
	 
	
	
	
	 
	 
	 

	4
	The amount of interest accrued and remaining unpaid at the end of each accounting year.
	 
	 

	
	
	 
	 

	 
	 
	
	
	
	 
	 
	 

	5
	The amount of further interest remaining due and payable even in the succeeding years, until such date when the interest dues as above are actually paid to the small enterprise for the purpose of disallowance as a deductible expenditure under section 23 of the MSMED Act, 2006
	 
	 

	
	
	 
	 

	
	
	 
	 

	
	
	 
	 

	
	
	 
	 



2.27 Loans and Advances 

Loans and advances are unsecured and considered good, recoverable in the ordinary course of business. No interest is charged on such advances. 

2.28 Regrouping and Reclassification 

Being the first year of compliance with ICAI’s Guidance Note, the comparative figures of the previous year have been regrouped or reclassified wherever required.
 
2.29 These significant accounting policies adopted by the entity and the disclosures form an integral part of these financial statements.
