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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 and put that
performance in context

 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, and
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



 Notice of AGM: The notice contains the details of date and place of
the general meeting and the resolutions which are proposed to be
passed thereat.

 Letter to Shareholders: A letter from the company's CEO or
Chairman summarizing the company's performance over the past year,
discussing achievements, challenges, and future plans.

 Company Overview: Background information about the company, its
history, mission, vision, and values.

 Financial Highlights: Key financial metrics summarized for the year,
such as revenue, net income, earnings per share, and other relevant
financial ratios.

 Management Discussion and Analysis (MD&A): A narrative section
where management discusses the company's financial performance,
market conditions, risks, opportunities, and strategic initiatives.

Annual Reports - Contents



 Financial Statements: Detailed financial statements, including the
balance sheet, income statement, cash flow statement, and statement
of shareholders' equity. These statements provide a comprehensive
view of the company's financial position and performance.

 Notes to Financial Statements: Explanatory notes providing
additional details and context to the financial statements, including
accounting policies, assumptions, and other relevant disclosures.

 Auditor's Report: An independent auditor's report providing
assurance on the accuracy and fairness of the financial statements.

 Corporate Governance Report: Information about the company's
corporate governance structure, practices, board composition,
executive compensation, and any changes or updates in governance
policies.

 Environmental, Social, and Governance (ESG) Report:
Increasingly, companies are including a section on their environmental,
social, and governance practices, including sustainability initiatives,
diversity and inclusion efforts, and corporate social responsibility
programs.

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.

 In brief he touches upon the financial performance of the Company for
the fiscal and also the aims and aspirations of the Management of the
Company.

 The various beliefs of the Management with regard to performance and
diversification of business etc.

Letter to Shareholders



 Notice of AGM.

 Notes on Notice.

 Explanatory statement.

 Voting Procedure.

Notice









 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





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

 Board of Directors:

 Composition and category of directors, for example, promoter,
executive, non- executive, independent nonexecutive, nominee
director, which institution represented as lender or as equity
investor.

 Attendance of each director at the BoD meetings and the last AGM.

 Number of other BoDs or Board Committees in which he/she is a
member or Chairperson

 Number of BoD meetings held, dates on which held

 Audit Committee.

 Brief description of terms of reference

 Composition, name of members and Chairperson

 Meetings and attendance during the year

Corporate Governance Report



 Remuneration Committee.

 Brief description of terms of reference

 Composition, name of members and Chairperson

 Attendance during the year

 Remuneration policy

 Details of remuneration to all the directors, as per format in main
report

 Shareholders Committee.

 Name of non-executive director heading the committee

 Name and designation of compliance officer

 Number of shareholders’ complaints received so far

 Number not solved to the satisfaction of shareholders

 Number of pending complaints

Corporate Governance Report…



 General Body meetings.

 Location and time, where last three AGMs held.

 Whether any special resolutions passed in the previous 3 AGMs

 Whether any special resolution passed last year through postal
ballot – details of voting pattern

 Person who conducted the postal ballot exercise

 Whether any special resolution is proposed to be conducted through
postal ballot

 Procedure for postal ballot

Corporate Governance Report…



 Means of communication.

 Half-yearly report sent to each household of shareholders.

 Quarterly results

 Newspapers wherein results normally published

 Any website, where displayed

 Whether it also displays official news releases; and

 The presentations made to institutional investors or to the analysts.

 Whether MD&A is a part of annual report or not

Corporate Governance Report…



 General Shareholder information

 AGM : Date, time and venue

 Financial Calendar

 Date of Book closure

 Dividend Payment Date

 Listing on Stock Exchanges

 Stock Code

 Market Price Data : High., Low during each month in last financial year

 Performance in comparison to broad-based indices such as BSE Sensex, CRISIL index etc.

 Registrar and Transfer Agents

 Share Transfer System

 Distribution of shareholding

 Dematerialization of shares and liquidity

 Outstanding GDRs/ADRs/Warrants or any Convertible instruments, conversion date and
likely impact on equity

 Plant Locations

 Address for correspondence

Corporate Governance Report…





BOARD’S REPORT



Extract of 
Annual Return

Number of 
Board Meetings

Declaration by 
Independent 

Director

Directors’ 
Responsibility 

Statement

Comments/ 
explanation by 

BOD on 
comments in 
Audit Report

Particulars of 
loan/guarantee

/ investment

Particulars of 
contracts/arran
gements with 
related party

Material 
changes from 
end of FY to 

date of Report

Statement on 
risk 

management 
policy

Details of CSR 
policy developed 

and 
implemented

BOD/Committees 
performance 
evaluation

Other such 
matters

Board’s Report - Disclosures



Board’s Report – Disclosures…

Financial summary/
highlights

Change in the 
nature of 
business,

Details of directors 
or  KMP

Companies ceased 
to be Subsidiaries, 
JVs or associate 

companies

Details relating to 
Deposits

Details of significant 
and material orders 

passed by the 
Regulators or courts

Details in respect of 
adequacy of internal  
financial controls for 
Financial Statements







 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…



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 2020



Auditor’s Report – Specific points

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 

Dividends are declared as per Sec.123 of 
the CA 2013

Reporting on audit software and the audit trail feature



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





CARO - Clauses…

Fixed Assets:

• Verification of existence, condition, and maintenance of fixed assets.

• Proper records maintained for fixed assets.

Inventory:

• Physical verification of inventory.

• Adequate procedures for inventory valuation.

Loans, Investments, and Guarantees:

• Verification of loans given, investments made, and guarantees provided
by the company.

• Compliance with provisions of the Companies Act, 2013 regarding the
granting of loans and investments.

Internal Control Systems:

• Adequacy and effectiveness of internal control systems.

• Identification and rectification of weaknesses in internal controls.



CARO - Clauses…

Deposits:

• Compliance with provisions of the Companies Act, 2013 regarding
deposits.

• Repayment of deposits and interest thereon.

Cost Records:

• Maintenance of cost records as prescribed by the relevant regulations.

• Compliance with cost accounting standards.

Statutory Dues:

• Timely deposit of undisputed statutory dues including provident fund,
employee state insurance, income tax, sales tax, service tax, duty of
customs, duty of excise, value-added tax, cess, and other statutory
dues.

Default in Repayment of Loans or Borrowings:

• Default in repayment of dues to financial institutions, banks,
government, or dues to debenture holders.



CARO - Clauses…

Fraud Reporting:

• Instances of fraud by the company or any fraud on the company by its
officers or employees.

Managerial Remuneration:

• Compliance with the provisions of Section 197 and 198 of the
Companies Act, 2013 regarding managerial remuneration.

Nidhi Company Compliance:

• Compliance with the Net Owned Funds (NOF) requirement and other
statutory requirements for Nidhi companies.

Transactions with Related Parties:

• Disclosure of transactions with related parties and compliance with the
provisions of Section 188 of the Companies Act, 2013.



CARO - Clauses…

Non-Banking Financial Companies (NBFCs):

• Compliance with RBI guidelines applicable to NBFCs, including
registration, maintenance of deposits, etc.

Corporate Social Responsibility (CSR):

• Compliance with CSR provisions of the Companies Act, 2013, including
the establishment of CSR committees, allocation of funds, and
implementation of CSR activities.



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…





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


