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THERE ARE SO FEW WHO CAN GROW OLD WITH A GOOD GRACE.
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inventories (AS-2)' - FIFO, LIFO, Weighted Average etc.

iii. Depreciation Accounting (AS-6) - Straight Line or
Written down value;

iv. Construction Contracts (AS-7) - completion method or
proportional completion method;

v. Revenue Recognition (AS-9) - discussed in the Sep
2007 to May 2008 months of our Accountancy
Travelogue;

vi. Method of Accounting - Cash or Accrual Method -
applicable in respect of non-corporate  entities (since
companies have to follow accrual system u/s 209 of
the Companies Act);

vii. Accounting for Government Grants (AS-12) - Assets
disclosed at gross value or net of grants received.

b. Financial Statements are based method of estimates or
method of valuation of various items. As per para 20 to 27
of AS-5 disclosure requirements in respect of estimates
are identical to changes in accounting policies.  A few
examples of change in estimates are:

i. Techniques for measurement of inventories -
Standard cost, marginal cost;

ii. Provision for slow moving and non-moving stocks;

iii. Estimate of loss in respect of disputed liabilities or
assets;

iv. Provision for bad and doubtful debts;

v. Provision for warranty claims;

vi. Provision for taxation.

7. Compliance with Accounting Standards: Companies have to
comply with Accounting Standards in letter and spirit not only in
times of growth, but in times of economic slow down.
Compliance with following AS and their adequate disclosure is
particularly important in the present times.  Auditor has to verify

that the company has complied with all the AS particularly the
following As with focus on important issues.

i. AS-24 Discontinuing Operations - Recognition of
discontinuing operations, initial disclosure of
discontinuance of operations, Separate measurement of
financial results from continuing operations and
discontinued operations, Updating disclosures of
discontinued operations;

ii. AS-26 Intangible Assets - Not to recognise internally
generated goodwill, Other internally generated intangible
assets to be recognised strictly in accordance with AS,
Amortisation of assets, review of usefulness of intangible
assets each year in the changing circumstances;

iii. AS-28 Impairment of Assets - Identification and recognition
of impaired assets, provision for impaired assets, review of
impairment year after year;

iv. AS-29 Provisions, Contingent Liabilities and Contingent
Assets - To recognise present obligation as a result of past
event,  not to recognise future operating losses, to provide
for unavoidable costs of onerous contracts, provision should
not be discounted at present values and measured before
tax, to  review provision each year.

8. Following Standards of Auditing (SA): In discharge of his
professional responsibility auditor has to comply with the entire
SA. He has to follow the SA not only by rules but even by
principal.  He has to follow SA in all walks of auditing viz.
planning, execution, collection of evidence, documentation and
reporting.  This will help him in Peer Review or in defending
any liability.  It is desirable to obtain a Management
Representation Letter, though auditor cannot shelter under such
a Letter.  Only by following AS and SA we will be able to
shoulder the onerous responsibility of marching forward when
the economy is traveling in the reverse gear.

We travel further in the reverse gear, certainly to march forward.

Sri Henry Richard,
Registrar of Companies, Andhra Pradesh

LATEST ISSUES IN MCA

Everyone is eagerly awaiting the launch of Limited Liability
Partnership (LLP).  Hon'ble Minister for Corporate Affairs Shri
Prem Chand Guptaji had earlier announced that registration of
LLP will start from 1st of April, 2009.  By the time you read this
article, this promise would have become reality.  The idea that
LLP is  a suitable form of organization specially for small
companies was recognized all over the world.  LLP is a very
prominent form of business organization in countries like USA,
UK, Australia, Singapore and several Gulf countries.  The need
for LLP form of organization for small scale industries and small
and medium enterprises was recognized way back in 1972 by
Bhat Committee, which was reiterated in 1992 by the Naik
Committee.  Shri Abid Hussain Expert Committee strongly
recommended LLP form of organization for several small scale
industries in 1997 followed by similar recommendations by Shri
S.P.Gupta Committee.  Naresh Chandra Committee (2003),
Dr.J.J.Irani Committee (2005) also recommended LLP form of
business organizations with detailed suggestions.
Recommendations of these Expert Committees was a driving

force behind MCAs initiative to prepare a Concept Paper on
LLP in November, 2005.  This led to the introduction of LLP Bill
2006 in Rajya Sabha on 15-12-2006 which was referred to the
Parliamentary Standing Committee on Finance, who submitted
their detailed suggestions on 27-11-2007.  Taking into
consideration the suggestions of the Standing Committee, LLP
Bill was revised and introduced in the Rajya Sabha on
21-10-2008 as LLP Bill 2008 and subsequently introduced in
Lok Sabha on 12-12-2008.  The LLP Bill 2008 received the
assent of the President of India  on 7-1-2009.  The Concept
Rules on the LLP Bill was posted on the website of MCA
www.mca.gov.in inviting suggestions and comments from
professionals and businessmen.  The final Rules are expected
to be notified in the Official Gazette by the time you read this
article laying the foundation for incorporation of LLPs in India.

2. LLP can be incorporated with the object to carry on any lawful
business for profits. Non-profit organization cannot be
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THE ANGRY MAN ALWAYS THINKS HE CAN DO MORE THAN HE CAN.

20-C Engineers, RCC Consultants, Architects and Management Consultants.
(a) in the Hyderabad & Secunderabad Urban Agglomeration or within the Municipal Limits of the

District Headquarters town, where the standing in profession is:-
(i) less than two years Nil
(ii) two years or more but less than five years 550/- PA
(iii) five years or more but less than ten years 1,000/- PA
(iv) ten years or more 2,500/- PA
(b) In any other area in the State is: -
(i) less than two years Nil
(ii) two years or more but less than five years 330/- PA
(iii) five years or more but less than ten years 750/- PA
(iv) ten years or more 1,000/- PA

20-D (a) Film Distributors and travel agents not falling under sub-item (b) below 550/- PA
(b) Air travel agents 2,500/- PA

20-E Journalists 550/- PA
20-F Advertising Firms/Agencies 2,500/- PA
20-G Persons using Photocopying machines for job works 550/- PA
20-H Video Cassette Libraries 660/- PA
20-I Educational Institutions and Tutorial Colleges or Institutes other than those owned by the State or

Central Government 2,500/- PA
i) Tutorials running classes up to 7th standard 750/- PA
ii) Tutorials running classes up to 10th standard 1,500/- PA
iii) Junior colleges and all other Educational Institutions and Tutorials running classes above

10th standard 2,500/- PA
20-J Typewriting institutes / teaching shorthand and typing 750/- PA
20-K Persons owning / running STD/ISD Booths other than those owned run by Government or physically

handicapped persons 250/- PA
20-L Property Developers including Land Developers and Building / Flat Developers 2,500/- PA
20-M Persons owning/running

(a) Computer institutes selling time 1,000/- PA
(b) Computer Training institutes 2,500/- PA
(c) Driving Institutes/Technical Training Institutes 500/- PA

20-N Persons owning Marriage Halls/Kalyana Mantapams 2,500/- PA
20-O (a) Cinematograph film processors 2,500/- PA

(b) Owners of outdoor film Shooting units 2,500/- PA
20-P (a) Forest Contractors 750/- PA

(b) Transport Companies and transport contractors including forwarding and clearing agents 2,500/- PA
(c) Bankers who are financing the trade against hundies or other securities by way of short-term advance

on interest 2,500/- PA
20-Q (a) Authorised assistants recognised by stock exchange 550/- PA

(b) Sub-brokers recognised by the Stock Exchange Board of India 1,000/- PA
(c) Persons running weigh bridges 500/- PA
(d) Persons operating courier service 1,500/- PA

21 Persons, other than those mentioned in any of the preceding entries, who are engaged in any profession, trade or
calling or employments 750/- PA

H

PULLOUT

registered under LLP.  LLP requires a minimum of two partners
without any limit on maximum number.  Minimum two
designated partners are mandatory who are responsible for
compliance with the provisions of LLP and should possess DPIN.
In case  a designated partner is already having DIN obtained
under the Companies Act, 1956, he need not apply for DPIN
and the DIN will be valid for LLP also.  The concept of capital is
absent in LLP.  Each partner shall bring his contribution "either
in cash or in kind or intangible like business skill" which should
be evaluated in terms of money.  The mutual rights and
liabilities of each partner shall be determined by the
partnership agreement which is the basic document
covering the operation of LLP.  In the absence of a

partnership agreement, Schedule - I shall apply.  Each  partner
is an Agent of LLP and cannot hold other partners liable for his
deeds and actions which are outside the ambit of the
partnership agreement.  The economic right of a  partner is
transferable without affecting the continuity of partnership.
Existing firms/ partnerships falling under the Indian Partnership
Act, 1932 can be converted into LLP.  Similarly existing Private
Limited companies and Unlisted Public Limited companies can
be converted into LLP provided there is no subsisting charge
on the assets of Private Limited company or Unlisted Public
company.  This is so because, there is no provision for
registration of charge/ mortgage documents under LLP.
Statutory audit is not mandatory for small size LLPs having
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turnover of less than Rs.40 lakhs or contribution of partners
upto Rs.25 lakhs.

3. LLP is a very suitable form of organization for small and
medium enterprises and business units in tiny sector.  The
businessmen should avail of this opportunity and utilize the
LLP form of organization in which plenty of operational

freedom is provided without much regulation except where LLP
is misused.  LLP registration is expected to be centrally
operated like DIN Cell at the Headquarters.

4. Professional friends are requested to spread awareness of  LLP
form of business organizations among the business
community and adopt the same wherever it is appropriate and
suitable for the business activity of the entrepreneurs.

Meaning of LLP & its Objectives

Limited Liability Partnership (LLP):

l LLP is a partnership formed and registered under LLP Act.
(A hybrid of partnership firm and company.)

Objectives of formation of LLP:

LLP will be a new corporate form of doing business and profes-
sion.

l Important vehicle to cater to the needs of

professionals, small-scale sector and venture capital funds
as well as innovative business models which would lead to
setting up of multi-disciplinary partnerships.

Nature of LLP

l Ministry of Corporate Affairs is the administrative ministry
and Registrar of Companies is the administrative authority.

l LLP is a body corporate having perpetual succession and
is a legal entity separate from its partners. Any change in
the partners shall not affect the existence, rights or liabilities
of LLP.

LIMITED LIABILITY PARTNERSHIP ACT, 2009
CA. R G Sarda, B.Com (Hons), FCA, PGDADR, DISA (ICAI)

Please visit our website : www. icai.org  (what’s new section) to know more on the following subjects :

Name of the Subject Date of hosting

l Announcement for Empanelment as Peer Reviewer with the Peer Review Board 30-03-2009

l Auditor's Responsibilities Relating to Restructuring of Advances 27.03.2009

l Views/Suggestions invited on Draft Corporate Affairs Standards 26.03.2009

l New Publication from Committee on Information Technology Technical Guide on Systems Audit of 25.03.2009

Stock Brokers , Guide on Information System Audit

l Exemptions for Chartered Accountants in Examinations Conducted by Insurance Institute of India 02-03-2009

l Non-Receipt of Journal-Helpline 20-03-2009

l New Publication - Technical Guide on Share Valuation

l Complete text of Engagement and Quality Control Standards hosted at the website 13-03-2009

l Announcement for Empanelment of Members of the Institute to act as Coordinators/ Observers in the 09-03-2009

Centres Conducting Chartered Accountants Examinations

l ICAI's Women Steering Group 08-03-2009

l BU-ICAI Joint Education Programme (Ph.D Regulation and Registration Form) 02-03-209

l Notification relating to reduction of rates of Excise and Service Taxes 27-02-2009

l Announcement on Admission as Fellow Member 20-02-2009

l Release of New Code of Ethics 20-02-2009

l Team Leader/Consultants required for ICAI-Accounting Research Foundation- Members: Update 07-03-2009

Your Residential and Profes sional Addresses

l Guidance Note on Audit of Banks-Revised 2009 edition-Released 09-03-2009

l ICAI's Women Steering Group 08-03-2009

DISAGREEMENT MIGHT BE THE SHORTEST CUT BETWEEN TWO MINDS.

ARTICLE




