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A. Facts of the Case
1. A Government company (hereinafter referred 

to as the ‘company’) incorporated under the 
Companies Act, 1956, is a leading turnkey 
construction company having widespread 
operations in several parts of India and other 
countries. The company got listed in Mumbai 
and Delhi Stock Exchanges in the year 1992 when 
the Government of India disinvested 0.27% of its 
shares in the company.

2. The querist has stated that the company got 
delisted from Mumbai and Delhi Stock Exchanges 
w.e.f. 03.11.2011 and 15.04.2012 respectively 
but two investors who are Government of India 
institutions continued with their holding which 
constitutes 0.27% of total share capital of the 
company.

3. Even after delisting of shares from the stock 
exchanges, the company continued to prepare 
condensed statement of profit and loss on 
quarterly basis and putting up to Audit 
Committee and the Board. The company is also 
getting its quarterly results limited reviewed by 
the central statutory auditors as was being done 
when the company was listed. However, the 
limited review report by the auditors is used for 
internal purposes only and is not put in public 
domain.

4. The querist has further stated that recently, 
statutory auditors of the company gave their 
observations that the company is not complying 
with Accounting Standard (AS) 25, ‘Interim 
Financial Reporting’. They were of the view that 
the company should prepare complete set of 
financial statements, i.e., condensed balance 
sheet, condensed statement of profit and loss, 
condensed cash flow statement and selected 
explanatory notes. The querist has referred to the 
following provisions of AS 25:

 “Objective
 The objective of this Standard is to prescribe the 

minimum content of an interim financial report 
and to prescribe the principles for recognition 
and measurement in a complete or condensed 
financial statements for an interim period. Timely 
and reliable interim financial reporting improves 
the ability of investors, creditors and others to 
understand an enterprise’s capacity to generate 
earnings and cash flows, its financial condition 
and liquidity.

 Scope
 1. This Standard does not mandate which 

enterprises should be required to present 
interim financial reports, how frequently, or 
how soon after the end of an interim period. If 
an enterprise is required or elects to prepare 
and present an interim financial report, it 
should comply with this Standard.

 2.  A statute governing an enterprise or a 
regulator may require an enterprise to prepare 
and present certain information at an interim date 
which may be different in form and/or content 
as required by this Standard. In such a case, the 
recognition and measurement principles as laid 
down in this Standard are applied in respect of 
such information, unless otherwise specified in 
the statute or by the regulator.

 3. The requirements related to cash flow 
statement, complete or condensed, contained in 
this Standard are applicable where an enterprise 
prepares and presents a cash flow statement for 
the purpose of its annual financial report.”

5.  The company is of the view that it is not required 
to prepare complete or condensed set of financial 
statements for each quarter due to following 
reasons:
(a) The objective of interim financial reporting 

is to improve the ability of investors, 
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creditors and others to understand an 
enterprise's capacity to generate earnings 
and cash flows, its financial condition and 
liquidity. The interim financial reports  
being prepared by the company and  
getting them limited reviewed by the  
auditors are for internal purposes only  
and are not given to outside agencies 
like investors, creditors etc. Since 
the financial statements are not used 
for the objective of their preparation 
as laid down in the Standard, the  
company is not required to prepare all 
the components of interim financial 
reports. As a matter of precaution, these 
reports and limited review reports can be 
marked as ‘for internal purposes only’. The 
querist has provided the format of interim  
financial report being prepared by 
the company for the perusal of the  
Committee.

(b) Shares of the company are no longer listed 
on stock exchanges, hence, there is no 
listing agreement requirement to prepare 
quarterly results.

(c) The company has no obligation by any  
statute to prepare interim financial 
statements.

(d) As per listing requirement of SEBI, 
statement of assets and liabilities is required 
to be prepared by the companies only 
for the half year ending. Therefore, many 
listed companies are publishing their 
quarterly results for the quarter ending 
June and December without condensed 
balance sheet. Listed companies are also 
not preparing cash flow statement for any 
interim financial reporting.

B. Query
6. In the above background, the querist has  

sought the opinion of the Expert Advisory 
Committee on the following issues:
(i) Whether the company is required to 

prepare complete set of condensed  
financial statements for each quarter 
considering the fact that the company has 
no obligation by any statute to prepare 
quarterly results.

(ii) If it is required, what are the minimum 
components of interim financial reports?

(iii) Any additional disclosure, if required, in 
the existing reports being prepared by 
the company so that the reporting is in 
compliance with the Standard? 

C. Points considered by the Committee
7. The Committee notes that the basic issue 

raised in the query relates to requirement 
of preparation by the company of complete 
or condensed set of financial statements  
for interim financial reporting and, if required, 
minimum components of interim financial  
reports and any additional disclosure 
requirements in the existing report being 
prepared by the company to make it in 
compliance with AS 25. The Committee has, 
therefore, considered only these issues and has 
not examined any other issue that may arise  
from the Facts of the Case, such as, requirements 
to prepare interim financial statements under 
any statute, preparation of cash flow statement  
by listed companies for interim financial 
reporting, applicability of any other suitable 
reporting framework apart from the 
requirements of AS 25, etc. The Committee 
has presumed that the company, after delisting  
from stock exchanges, has no requirement 
to prepare interim financial report under any 
law and that by preparing only a condensed 
statement of profit and loss, the company  
is not claiming preparation of ‘interim financial 
report’ in compliance with the requirements  
of AS 25. Further, the opinion expressed 
hereinafter is purely from accounting 
perspective and not from the perspective of legal 
interpretation of the legal enactment, such as, 
SEBI guidelines etc. 

8. The Committee notes paragraphs 1 to 3, 4.2, 6 
and 9 of AS 25, notified under the Companies 
(Accounting Standards) Rules, 2006 and 
paragraph 4 of the Guidance Note on Applicability 
of AS 25 to Interim Financial Results, issued by 
the Institute of Chartered Accountants of India 
as follows: 

 AS 25
 “Scope
 1. This Standard does not mandate which 

enterprises should be required to present 
interim financial reports, how frequently, or 
how soon after the end of an interim period. If 
an enterprise is required or elects to prepare 
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and present an interim financial report, it 
should comply with this Standard.

 2. A statute governing an enterprise or a  
regulator may require an enterprise to prepare 
and present certain information at an interim  
date which may be different in form and/or  
content as required by this Standard. In such 
a case, the recognition and measurement  
principles as laid down in this Standard are 
applied in respect of such information, unless 
otherwise specified in the statute or by the 
regulator.

 3. The requirements related to cash 
flow statement, complete or condensed,  
contained in this Standard are applicable where 
an enterprise prepares and presents a cash flow 
statement for the purpose of its annual financial 
report.”

 “4.2 Interim financial report means a financial 
report containing either a complete set of  
financial statements or a set of condensed 
financial statements (as described in this 
Statement) for an interim period.”

 “Content of an Interim Financial Report
 6. A complete set of financial statement normally 

includes:
(a) balance sheet;
(b) statement of profit and loss;
(c) cash flow statement; and
(d) notes including those relating to accounting 

policies and other statements and 
explanatory material that are an integral 
part of the financial statements.”

 “Minimum components of an Interim 
Financial Report

 9. An interim financial report should include, 
at a minimum, the following components:
(a) condensed balance sheet;
(b) condensed statement of profit and loss;
(c) condensed cash flow statement; and
(d) selected explanatory notes.”

Guidance Note on Applicability of AS 25 to Interim 
Financial Results 
 “4. The presentation and disclosure 

requirements contained in AS 25 should 
be applied only if an enterprise prepares 
and presents an ‘interim financial report’ as 
defined in AS 25. Accordingly, presentation 
and disclosure requirements contained in AS 
25 are not required to be applied in respect of 
interim financial results (which do not meet the 

definition of ‘interim financial report’ as per AS 
25) presented by an enterprise. For example, 
quarterly financial results presented under 
Clause 41 of the Listing Agreement entered 
into between Stock Exchanges and the listed 
enterprises do not meet the definition of ‘interim 
financial report’ as per AS 25. However, the 
recognition and measurement principles laid 
down in AS 25 should be applied for recognition 
and measurement of items contained in such 
interim financial results.”
From the wholesome reading of the above 

requirements, the Committee notes that AS 25 does 
not mandate which enterprises should be required 
to present interim financial reports. However, 
if an enterprise is required or elects to prepare  
and present an interim financial report, as defined  
in the Standard, it should comply with the 
requirements of AS 25. In this regard, the Committee 
notes from the Facts of the Case that the company, 
after delisting of shares from the stock exchanges, 
is not required to prepare and present interim  
financial report. The company, however, has elected  
to prepare only the condensed statement of profit 
and loss. The Committee notes that, as per the 
requirements of the Standard, interim financial 
report means a financial report containing either 
a complete set of financial statements or a set of 
condensed financial statements for an interim  
period. The Committee is of the view that only 
preparation of condensed statement of profit and 
loss cannot be considered as preparation of ‘interim 
financial report’ as per the requirements of AS 25. 
Therefore, the requirements of AS 25 to prepare 
either complete set of financial statements or a set 
of condensed financial statements for each quarter, 
as being contended by the statutory auditor, are 
not applicable to the company. The Committee 
further notes the Objective paragraph of AS 25 as 
reproduced by the querist in paragraph 4 above 
and is of the view that, primarily, the purpose of 
preparing interim financial report is to report 
or present an enterprise’s capacity to generate 
earnings and cash flows, its financial condition and 
liquidity to the investors, creditors and other users 
(external). However, the company in the extant case 
is not presenting the condensed statement of profit  
and loss to external users and is preparing the 
statement for internal purposes only. In this regard, 
the Committee also wishes to point out that  
it would be useful if the company includes a note 
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alongwith the condensed statement of profit  
and loss stating that the statement should not be 
considered as an ‘interim financial report’ as per the 
requirements of AS 25 and further such a statement 
of profit and loss should not be referred to as  
‘interim financial report’ or ‘interim financial 
statement’. It would also be useful if the condensed 
statement of profit and loss prepared by the company 
for internal purposes is marked as ‘for internal 
purposes only’, as being suggested by the querist in 
paragraph 5 above.

D. Opinion
9.  On the basis of the above, the Committee is of 

the following opinion on the issues raised by the 
querist in paragraph 6 above:
(i)  No, the company is not required to prepare 

either complete set of financial statements 
or a set of condensed financial statements 
for each quarter as discussed in paragraph 8 
above. 

(ii) & (iii) In view of the (i) above, the answer to 
these does not arise. 

1 The Opinion is only that of the Expert Advisory 
Committee and does not necessarily represent the 
Opinion of the Council of the Institute.

2 The Opinion is based on the facts supplied and 
in the specific circumstances of the querist.  The 
Committee finalised the Opinion on  June 3, 2015. The 
Opinion must, therefore, be read in the light of any 
amendments and/or other developments subsequent 
to the issuance of Opinion by the Committee.

3 The Compendium of Opinions containing the 
Opinions of Expert Advisory Committee has 
been published in thirty four volumes. A CD of 
Compendium of Opinions containing thirty four  
volume has  also been released by the Committee.  
These are available for sale at the Institute's office at 
New Delhi and its regional council offices at Mumbai, 
Chennai, Kolkata and Kanpur.

4 Recent opinions of the Committee are available on 
the website of the Institute under the head ‘Resources’.

5 Opinions can be obtained from EAC as per its 
Advisory Service Rules which are available on the 
website of the ICAI, under the head ‘Resources’. For 
further information, write to eac@icai.in.
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Classifieds
5314 Jamshedpur (Jharkhand) based CA firm is looking 

for work on assignment, partnership basis. Jaluka 
& Associates, jalukaandassociates@gmail.com, 
9709138711, 8406000707

5315 Required old CA firm for merger. Also required 
partners/qualified assistants to open branch in 
India. Retired/lady members can apply. Contact to 
S. Kanungo, Flat No. 24, Shiela Mansion, Rath Road, 
Bhubaneswar-751014 (Mob No-07750010668) or 
E-mail: ssahoo8998@gmail.com

5316 Delhi based CA firm requires fresh/experienced 
CA’s for partnership on sharing basis and Article 
Trainee. Contact no.-011-28751933, mob.-
9810175773, e-mail-capartners95@gmail.com.

5317 We are a 27 years old CA firm based in New 
Delhi. We are looking for networking associates in 
Jamshedpur, Ranchi, Kanpur, Lucknow, Haridwar 
and Rudrapur. The nature of work mainly involves 
bank assignments like stock and book debts audits, 
inspections, monitoring, Pre facility surveys etc. 
However the work may diversify in the coming 
times based on the demand and requirement. 
Interested CA firms, please get in touch with the 
following coordinate point. G. Jai & Associates, 
Chartered Accountants, Ms. Shobha Jaishankar 

shobha@gjai.net; 9971188910. Mr. Indramani Joshi  
gjai@gjai.net; 9717966001

5318 25 years established firm in Kochi is on the lookout 
for young chartered accountants who have strong 
passion for practice and can eventually team up 
with the firm as partners. Contact: jobs4ca2015@
gmail.com 

5319 A Bangalore based CA firm with 7 years 
experience invites firms, proprietors, Veterans 
Chartered Accountants for merger, partnership, 
network, assignment, joint venture etc. Contact: 
09590814853. E- mail: naveenadvises@gmail.com

5320 Mumbai based FCA COP Age 62 Experience 38 
years (26 in Industry as CFO) seeks  professional 
work on retainer/partnership basis. Contact 98204 
22001 harshadshah1953@yahoo.com 

5321 A ten year old Guwahati based CA firm having 
branches in Kolkata and Mumbai wants newly 
qualified CAs in following locations as partners–
Ahmedabad, Bangalore, Bhopal, Bhubaneswar, 
Chandigarh, Hyderabad and Jaipur.  If you have 
passed CA final in 2012 or thereafter and you have 
COP and want to start your own practice, you may 
apply with your full CV at goswami255@gmail.com


