
ANNUAL REPORTS

HYDERABAD

MAY 17, 2020

ABHINAV KUMAR K P



Agenda

▪ Annual report

▪ Objectives

▪ Stakeholder expectations

▪ Statutory requirements

▪ Contents



Annual report



Annual Report – Where will find it



Objectives



▪ To inform shareholders (potential as well as current). This would include all
matters of relevance to shareholders in their position as ultimate owners.

▪ To impart unbiased knowledge about the organization in an informative,
structured and cost-effective manner.

▪ To report on the stewardship of the company by the directors and management
over the previous year

▪ To document the effectiveness of the accountability

▪ To report on performance during the period under review

▪ To explain the objectives of the company and to Outline strategy and future
direction

▪ To fulfill legal and regulatory responsibilities

Objectives of Annual Report



▪ The financial and operating results of the company

▪ Company objectives

▪ Major share ownership and voting rights

▪ Remuneration policy for members of the Board and key executives

▪ Information about Board members, including their qualifications, the
selection process, other company directorships and whether they are
regarded as independent by the Board

▪ Related party transactions

▪ Foreseeable risk factors

▪ Issues regarding employees and other stakeholders

▪ Governance structures and policies, in particular, the content of any
corporate governance code or policy and the process by which it is
implemented

Key aspects



Stakeholder Expectations



▪ Financial Performance

▪ Customer Service

▪ Image and Reputation Quality of Management,

▪ Quality of Products

▪ Social and Environmental responsibility

▪ Corporate Strategy

▪ Market Share

▪ Accessibility/openness to Enquiries

▪ Honesty/Integrity of the Management

▪ Cash flow

▪ Sector/Industry in which they operate

Stakeholder expectations



Statutory Requirements



Statutory requirements

Annual Reports

Listed Companies
Unlisted Public Companies 

& Private Companies

Reg. 32 &  34 of SEBI 
(LODR)

Sec.134 & other 
applicable provisions of 
CA 2013 read with Rules 

thereunder

Sec.134 & other 
applicable provisions of 
CA 2013 read with Rules 

thereunder



ANNUAL REPORTS - CONTENTS



▪ Chairman’s Address

▪ Directors Report

▪ Business Responsibility Statement

▪ Statement of Directors' Responsibilities

▪ Management Discussion and Analysis

▪ Corporate Governance Report and Statement of Compliance

▪ Financial Statements and Auditor’s Report

Annual Reports - Contents



▪ Generally a Annual Report contains the CEO’s Report. It is a voluntary
address by the Chairman/ CEO and is not mandatory.

▪ The CEO / Chairman addresses the shareholders.

▪ The document mainly contains:

▪ financial performance of the Company for the fiscal and also the

▪ aims and aspirations of the Management of the Company.

▪ various beliefs of the Management with regard to performance

▪ diversification of business etc.

Chairman’s address









▪ Industry structure and developments.

▪ Opportunities and Threats.

▪ Segment–wise or product-wise performance.

▪ Outlook

▪ Risks and concerns.

▪ Internal control systems and their adequacy.

▪ Discussion on financial performance with respect to operational
performance.

▪ Material developments in Human Resources / Industrial Relations front,
including number of people employed.

▪ Disclosure of accounting treatment

Management Discussion & Analysis





▪ Tool to help businesses and companies understand the principles and
core elements of responsible business.

▪ Business responsibility policy mainly consists of :

▪ Core values

▪ Business responsibility strategies

▪ Guiding principles

▪ Suggestive format of the report is provided by SEBI

Business Responsibility Report





BOARD’S REPORT



Board’s Report

▪ The Board’s Report inter-alia is one of the critical documents of a
company, which discloses the details of its performance and other
aspects.

▪ It is mandatory for every company to provide to its members, a copy of
Board’s Report along with annual financial statements.

▪ The Board’s report and the annexures thereto shall be signed by the
Chairperson if authorised by the Board, or by atleast two directors one
of whom shall be the Managing Director.

▪ The Board’s Report shall be prepared based on the Standalone financial
statements

▪ The requirements for disclosure in the Board’s Report have increased
manifold in the Companies Act, 2013.



• The state of the company's affairs

• The amounts proposed to be carried to reserves, if any

• Dividend, if any

• Material changes and commitments, if any, affecting the financial
position of the company which have occurred between the end of the
financial year of the company to which the balance sheet relates and
the date of the report.

• The conservation of energy, technology absorption, foreign exchange
earnings and outgo, in such manner as may be prescribed.

Sec.134

Board’s Report - Contents



• Extracts of annual return

• Number of Board Meetings

• Directors’ Responsibility Statement

• Statement on declaration given by independent directors under
Sec.149(6).

• In case of a company which is required to constitute Nomination and
Remuneration Committee, company’s policy on directors’ appointment
and remuneration including criteria for determining qualifications,
positive attributes, independence of a director.

• Explanations or comments by the Board on every qualification,
reservation or adverse remark or disclaimer made:

• by the auditor in his report and

• by the company secretary in practice in his secretarial audit report

• Particulars of loans, guarantees or investments under sec. 186

• Particulars of contracts or arrangements with related parties

Sec.134

Board’s Report – Contents…



• Material changes and commitments, if any, affecting the financial
position of the company which have occurred between the end of the FY
of the company to which the financial statements relate and the date of
the report.

• A statement indicating development and implementation of a risk
management policy for the company including identification therein of
elements of risk, if any, which in the opinion of the Board may threaten
the existence of the company

• The details about the policy developed and implemented by the
company on CSR initiatives taken during the year

• Report on the performance and financial position of each of the
subsidiaries, associates and joint venture companies included in the CFS
is presented.

Sec. 134 and Companies (Accounts) Rules, 2014

Board’s Report – Contents…



• The financial summary or highlights

• The change in the nature of business, if any

• The details of directors or KMP who were appointed or have resigned
during the year

• The names of companies which have become or ceased to be its
Subsidiaries, joint ventures or associate companies during the year

• The details of significant and material orders passed by the regulators
or courts or tribunals impacting the going concern status and company’s
operations in future

• The details in respect of adequacy of internal financial controls with
reference to the Financial Statements.

• Listed Company and other public companies having a paid up share
capital of INR 25 crores or more calculated at the end of the preceding
financial year shall include, in the Board’s Report, a statement indicating
the manner in which formal evaluation has been made by the Board of
its own performance and that of its committees and individual directors.

Companies (Accounts) Rules, 2014

Board’s Report – Contents…



• The details relating to deposits, covered under Chapter V of the Act,-

– accepted during the year

– remained unpaid or unclaimed as at the end of the year

– whether there has been any default in repayment of deposits or
payment of interest thereon during the year and if so, number of
such cases and the total amount involved-

• at the beginning of the year

• maximum during the year

• at the end of the year

• The details of deposits which are not in compliance with the
requirements of Chapter V of the Act

Companies (Accounts) Rules, 2014

Board’s Report – Contents…



Other Matters to be reported in the Board’s Report

• Details of sweat equity shares – Sec.54

• Resignation of directors – Sec.168(1)

• Composition of Audit Committee – Sec.177(8)

• Vigil Mechanism – Sec.177(10)

• In case of listed companies, ratio of Directors remuneration to median
employee’s remuneration – Sec.197(12)

• Commission received by Managing Director or whole-time Director from
the Company’s holding or subsidiary Company – Sec.197(14)

• Secretarial audit report – Sec.204(1)

• Issue of Employee Stock Options – Sec.62(1)(6)

Board’s Report – Contents…



Directors Responsibility Statement:

• In the preparation of the annual accounts, the applicable accounting
standards had been followed along with proper explanation relating to
material departures

• The directors had selected such accounting policies and applied them
consistently and made judgments and estimates that are reasonable and
prudent so as to give a true and fair view of the state of affairs of the
company at the end of the financial year and of the profit and loss of the
company for that period

• The directors had taken proper and sufficient care for the maintenance of
adequate accounting records in accordance with the provisions of this Act
for safeguarding the assets of the company and for preventing and
detecting fraud and other irregularities

• The directors had prepared the annual accounts on a going concern basis.

• The directors, in the case of a listed company, had laid down internal
financial controls to be followed by the company and that such internal
financial controls are adequate and were operating effectively

Sec.134 (5)

Board’s Report – Contents…



Directors Responsibility Statement…

Explanation.—For the purposes of this clause, the term “internal financial
controls” means the policies and procedures adopted by the company for
ensuring the orderly and efficient conduct of its business, including
adherence to company’s policies, the safeguarding of its assets, the
prevention and detection of frauds and errors, the accuracy and
completeness of the accounting records, and the timely preparation of
reliable financial information.

• The directors had devised proper systems to ensure compliance with the
provisions of all applicable laws and that such systems were adequate and
operating effectively.

Sec.134 (5)

Board’s Report – Contents…







▪ To articulate their policy on directors’ appointment and remuneration

▪ To explain if there are any qualifications in the secretarial audit report

▪ To lay down its policies for regulatory compliance and risk management
and ensure these are operating effectively

▪ To devise proper systems to ensure compliance with the provisions of
all applicable laws and that such systems were adequate and operating
effectively

▪ To make annual assessment of the internal financial controls and may
consider getting an independent expert assurance on such systems

▪ Lay down the manner of formal evaluation of performance of the board,
its committees and individual directors for listed and public companies.

Enhanced Disclosures - Impact



Internal financial controls, risk management, regulatory
compliance

▪ The Act lays emphasis on the internal financial controls of companies,
risk management and regulatory compliance as the Directors’
Responsibility Statement now requires disclosures and positive
affirmations by the board in regard to the adequacy and effective
working of the systems.

▪ The boards will have to institute appropriate processes which will
enable them to assess the working and adequacy of the internal
financial controls, risk management and regulatory compliance systems
before such affirmations can be made in the Directors’ Responsibility
Statement.

Enhanced Disclosures – Impact…



▪ Brief statement on company’s philosophy on code of governance

▪ Category, composition, attendance of all the Directors of the Company
including number of shares held and disclosure of their relationship

▪ Details of various committees –

▪ Audit Committee ,

▪ Remuneration Committee

▪ Shareholders Committee

▪ Details of independent directors

▪ General Body Meetings

▪ Means of communication

▪ General shareholder information

Corporate Governance Report



▪ Compensation philosophy and statement of entitled

▪ Compensation in respect of non-executive directors

▪ Details of shares held by non-executive directors

▪ Remuneration to directors

▪ Stock option details

▪ Disclosures on materially significant related party transactions

Corporate Governance Report…





CORPORATE SOCIAL 
RESPONSIBILITY



Corporate Social Responsibility

Who is Covered ?

Every Company meeting the criteria

Criteria

Net worth > ₹ 500 
crore

Turnover > ₹1000 Crore Net Profit  > ₹ 5 crore

Quantum of Contribution

At least 2% of the average net profit of the company in the immediately 
3 preceding years

Unspent Amount

To be transferred to separate account called ‘Unspent Corporate Social
Responsibility Account’, which shall be

• spent within 3 years of such transfer

• failing which, the amount shall be transferred to a Fund -
Schedule VIII



Rural Development 
Projects

Contribution to PM 
relief fund other 
specified funds

Protecting natural 
heritage and art

Funds provided to tech 
incubators with 

academic institutions 

Ensuring 
environmental 
sustainability

Promotion of gender 
equality / 

empowering women 

Training to Promote 
sports

Measures for benefit of armed forces 
veterans, war widows &  dependents

Eradicating extreme 
hunger and poverty

Promotion of 
Education

• Activities in the ‘normal course of business’ of a company 

• Projects / Activities exclusively for the benefit of employees and 
their family members 

• Any program undertaken outside India 

• Contribution to political parties 

Exclusion

Prescribed Activities  

Corporate Social Responsibility…





FINANCIAL STATEMENTS



Financial statements

▪ “Financial statements” in relation to a company, includes—

– balance sheet

– profit and loss account/income and expenditure account, in the case of a

company carrying on any activity not for profit

– cash flow statement

– statement of changes in equity, if applicable and

– any explanatory notes

▪ The Financial statements are prepared as per Schedule III of the Act.

▪ Presently, two set of Accounting Standards are in vogue:

– Companies (Accounting Standards) Rules, 2006

– Companies (Indian Accounting Standards) Rules, 2015 (“Ind AS”)

▪ Ind AS is applicable to listed Companies and defined class of companies

▪ Ind AS standards are based on International Financial Reporting

Standards (IFRS)



Consolidated Financial statements

• A company having one or more subsidiaries shall, prepare a consolidated

financial statement (CFS) of the company and of all the subsidiaries,

associates

• CFS shall be laid before AGM of the company along with standalone

financial statements of the Company

• A Company may opt, not to prepare CFS if:

– It is a wholly/partly owned subsidiary of another Company and all
members have consented for non-preparation of CFS,

– Its securities are not listed and

– Its ultimate or immediate holding companies files CFS with Registrar





AUDITOR’S REPORTING 
REQUIREMENTS



Auditor’s Report 

• Auditor’s Report includes:

• In addition to above, the auditor is required to report on frauds, if any,

to Central Government

Main Audit Report Various matters to be reported under

section 143 of the Act

Report on Internal Financial 
Controls

whether the company has an

adequate internal financial controls (IFC)

system in place and the operating

effectiveness of such controls

CARO Report Various aspects to be reported as per

Companies (Auditor’s Report) Order 2016



Auditor’s Report…

Observation, comments on financial 
transactions or matters which have an 
adverse effect on the functioning of the 

company 

Qualification, reservation or 
adverse remark on 

maintenance of accounts 

Adequacy of internal financial 
control system and operating 
effectiveness of such controls 

Disclosure of effect of pending litigation on 
financial position 

Provisions for foreseeable 
losses on long term/ 
derivative contracts 

Delays in depositing money 
into IEPF 

New
Reporting 

Requirements



Audit Opinion

Type Particulars

Unmodified opinion • Free from any material misstatement

Emphasis of Matter • Necessary to draw users’ attention to a matter
presented or disclosed in the financial statements

• Fundamental to users’ understanding of the financial
statements

Other Matter 

Paragraph

• Necessary to communicate a matter other than those
that are presented or disclosed in the financial
statements

• It is relevant to users’ understanding of the audit

Qualified Opinion • The auditor is able to draw evidence of misstatement
which is material but not pervasive

Adverse Opinion • The auditor is able to draw evidence of misstatement
which is material as well as pervasive

Disclaimer of Opinion • The auditor is able to draw evidence of misstatement
which is both material and pervasive



Auditor’s Report…

Key Audit Matters (KAM):

▪ KAM are those matters, which in auditor’s professional judgement, were

of most significance in audit of financial statements

▪ Purpose of KAM is:

– Greater transparency of audit

– Understanding significant matters

– Understanding entity’s significant management judgement

▪ Matters requiring significant attention depends on:

– Areas where high risk of material misstatements are identified

– Areas involving complexity and management judgment

– Significant related party transactions

– Unusual transaction





DECIPHERING INFORMATION IN 
THE FINANCIAL STATEMENTS



1. It contains the financial 
information about the entity, 
including the accounting policies 
adopted etc.

2. It is the responsibility of the 
Management

1. It contains the details of 
business overview, financial 
highlights, risks, opportunities, 
outlook etc.

2. The Management provides its 
responses to the qualifications 
in the Audit Report in the 
Directors Report

1. It contains opinion about the 
true and fair view of the 
financials given by the 
Auditor.

2. Based on the audit, if the 
auditor has any reservations 
the same is expressed 
through modified opinion.

Financial Statements

Auditors Report

Directors Report &

MDNA



THANK YOU


