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EXECUTIVE SUMMARY:
 Accounting and auditing
o

Expert Advisory Opinion
The expert advisory committee of the ICAI is of the opinion that amounts receivable in the
course of business from government organizations is also subject to provision for expected
credit loss and there is no exemption under Ind AS for such receivables.

o

Exposure drafts on accounting standards
Accounting Standards Board of ICAI has issued following two exposure drafts to bring existing
accounting standards in line with Indian Accounting Standards.
i. Accounting Standard 38 – Intangible Assets
ii. Accounting Standard 40 – Investment Property

o

Publication of Technical Guide about functioning of Audit Committee
The ICAI has issued ‘Technical Guide on the functioning of Audit Committee and its Review
Checklist.

 Company and LLP Law
o

Amendments in disclosure requirements as per Schedule III
The Central Government has made amendments to Division I & II of Schedule III of the
Companies Act 2013. It has also notified Division III, which contains general instructions for
preparation of financial statements of Non-Banking Financial Company (NBFC).

o

Relaxation of additional fees and extension of last date of filing of e-forms
MCA has decided to relax additional fees and extend last date of filing of AOC-4 (financial
statements), AOC–4 (CFS), AOC-4 XBRL and MGT-7 (annual return) till 31st December 2018.
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o

Constitution of National Financial Reporting Authority (NFRA)
The Central Government has notified constitution of National Financial Reporting Authority
(NFRA) w.e.f. 1st October 2018. Also other sections are notified in regard to NFRA roles and
responsibility, power of NFRA etc.

o

Amendments to Limited Liability Partnership Rules
LLP Rules are amended effective from 2nd October 2018. These amendments are mainly
towards ease of incorporating LLP.
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1

Accounting and auditing

1.1

Expert Advisory Opinion
Provisioning for Expected Credit Loss on the amount due in the course of business from
Government Organisations
a) Fact of the case
The Company is a listed Government of India enterprise under the Ministry of Housing and
Urban Affairs which operates in three business segments (a) Project Management
Consultancy; (b) Real Estate and (c) Engineering, Procurement and Construction. As per
business model of the Company, it is mainly engaged in business with government
organisations [i.e. Central Government / State Government / Autonomous Bodies / Public
Sector Undertakings].
Indian Accounting Standards (Ind ASs) are applicable to the company w.e.f. 1st April, 2016.
In accordance with Ind AS 109, Financial Instruments, the Company applies Expected Credit
Loss (ECL) model for measurement and recognition of impairment loss for financial assets
including trade receivables from government organizations. As per the past trend, ageing
of trade receivables exceeds 1 year and in certain cases more than 3 years
Since the company is a Government company and is mainly engaged in business with
government organisations, the company is of the view that the requirement to make
provision as per ECL should not be applied in general and generally, it takes long time to
realize the amounts from government organisations.
b) Query
Whether any exemption is available from making provision for ECL under Ind ASs / other
guidelines issued as on date where the clients are government organisations?
c) Point considered by Committee
The Expert Advisory Committee notes requirements of paragraph 5.5.15 and 5.5.17 of Ind
AS 109 which states that:
a.

An entity shall always measure the loss allowance at an amount equal to lifetime ECL
for trade receivables or any contractual right to receive cash or another financial asset.

b.

Further, an entity shall measure ECL of a financial instrument in a way that reflects: (a)
an unbiased and probability weighted amount that is determined by evaluating a range
of possible outcomes; (b) the time value of money; and (c) reasonable and supportable
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information that is available without undue cost or effort at the reporting date about
past events, current conditions and forecasts of future economic conditions.
The Committee also notes that Ind AS 11, ‘Construction Contracts’, and Ind AS 18, ‘Revenue’,
make cross-reference to Ind AS 109 for recognition of impairment losses in respect of rights.
The Committee notes that impairment requirements of Ind AS 109 are mandatory. Any such
contractual rights if measured at amortised cost, are subject to the impairment requirements
of Ind AS 109.
d) Opinion
On the basis of the above, the Committee is of the opinion that no exemption is available
from making provision for ECL under Ind ASs / other guidelines issued as on date where the
clients are government organisations.
1.2

Exposure drafts on accounting standards
Accounting Standards Board of ICAI has issued two exposure drafts on (i) Accounting Standard
38 – “Intangible Assets” and (ii) Accounting Standard 40 – “Investment Property” to align
existing accounting standard in line with Indian Accounting Standards. Exposure drafts also
contains the difference between the existing accounting standard, exposure draft and Indian
Accounting Standards.
Proposed amended accounting standard will be applicable to all companies having net-worth
less than Rs. 250 crores including non-corporate entities.

1.3

Technical Guide on functioning of audit committee
The ICAI has issued ‘Technical Guide on the functioning of Audit Committee and its Review
Checklist’. This document includes guidance on the duties and role of Audit Committees to
ensure their effectiveness and also contains Frequently Asked Questions (FAQs) and a checklist
for performance evaluation of an audit committee.

2

Company Law

2.1

Amendments in disclosure requirements as per Schedule III
a) Amendment to Division I - Applicable to the Companies preparing accounts as per
Accounting standard notified under Companies Act 2013.
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No major changes except change in nomenclature such as (a) “Fixed Assets” replaced with
“Property, Plant and Equipment” and (b) Word “Reserve” omitted from “Securities Premium
Reserve”.
b) Amendment to Division II - Applicable to the Companies preparing accounts as per Indian
Accounting standard notified under Companies Act 2013. The changes are summarized
below:


Amount payable to micro & small enterprise should be disclosed on the face of balance
sheet under trade payable.



Word “Reserve” omitted from “Securities Premium Reserve”.



Inserted disclosure for description of purposes of each reserve in the notes. This change
is in line with the disclosure requirement under Ind AS 1.



Trade receivable and loans receivable needs to be sub-classified into (i) Secured - Good,
(ii) Unsecured – Good, (iii) Receivable having significant increase in credit risk and (iv)
Receivable – credit impaired.

c) Inserted Division III on General instructions for preparation of financial statements –
Applicable to NBFC preparing accounts as per Indian Accounting standard notified under
Companies Act 2013.
Note – SEBI has clarified that existing formats will be applicable till 31st December 2018 for
the purpose of disclosure of quarterly published results and new format of Schedule III as
per above amendments will be applicable from the quarter / year ended 31st March 2019.
2.2

Relaxation of additional fees and extension of last date of filing of e-forms
MCA has given relaxation for additional fees and extended the last date of filing of e-forms for
the financial year ended 31st March 2018 viz. AOC-4 (financial statements), AOC - 4(CFS), AOC4 XBRL and MGT-7 (annual return) upto 31st December 2018. Due dates without extension
would be 30 days from the AGM date in case financial statements and 60 days from the date
of AGM for filing annual return.

2.3

Constitution of National Financial Reporting Authority (NFRA)
NFRA is constituted effective from 1st October 2018. It shall monitor and enforce compliance
regarding accounting and auditing standards and oversee the quality of service relating to
auditors. Also other sections are notified related to NFRA, which includes roles and
responsibility of NFRA, power of NFRA and maintenance of books of account by NFRA & its
audit by CAG.
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2.4

Amendments in Limited Liability Partnership Rules

The Limited Liability Partnership Rules have been amended on 18 th September 2018 which
would come into effect from 02nd October 2018. The said amendment rules contain changes
as detailed below:


Introduction of a Web Service titled ‘RUN-LLP (Reserve Unique Name – Limited Liability
Partnership)’ replacing the erstwhile Form 1 (Application for reservation or change of
name).



Introduction of a new integrated Form FiLLiP (Form for incorporation of Limited Liability
Partnership) replacing the erstwhile Form 2 (Incorporation document and subscriber’s
statement) combining therein 3 services i.e.,
o Name reservation
o Allotment of Designated Partner Identification Number (DPIN/DIN)
o Incorporation of the LLP

From:
N. A. Shah Associates LLP
Chartered Accountants
Address: B 41-45, Paragon Centre, Pandurang Budhkar Marg, Mumbai – 400 013.
Tel: 91-022-4073 3000, Fax: 91-022-4073 3090
E-mail Id: info@nashah.com
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