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In the dynamic world of accounting and finance, staying abreast of regulatory changes is pivotal to ensure
compliance and uphold the highest professional standards. The Ministry of Corporate Affairs (MCA) has
amended Schedule IIT of Companies Act 2013 (Act) (here in referred to as Schedule III amendment or
amendment), on 24 March 2021 with an objective to increase transparency and provide additional
disclosures to users of financial statements. These amendments are effective from 1 April 2021.

In this Article, we have tried to highlight what practical challenges were faced while implementing the
amendments and illustrative disclosures forming part of Financial statements of Public Companies for
selected amendments. Further, it does not attempt to provide an in-depth analysis or conclusive views on
thenew changes.

By understanding and embracing these changes, professionals can ensure compliance, transparency, and
alignment with the latest regulatory framework, safeguarding corporate interests and maintaining
stakeholder trust.

Letus discuss these amendments in detailed manner...

A] CWIP Ageingand Completion Schedule -

New Requirement:

In this disclosure, data must be classified into two categories: 'Projects in Progress' and 'Projects
Temporarily Suspended,' accompanied by an ageing schedule. The classification is evaluated at each
reporting date, and the ageing of each item is calculated from its initial recognition date until the balance
sheet date.

For Capital Work in Progress (CWIP) that is overdue or has exceeded its cost in comparison to its original
plan, the completion schedule for such CWIP shall be provided.

The details of projects where activities have been temporarily suspended shall be disclosed separately.
Implementation Challenges:

In our experience, we have observed that numerous companies struggled to maintain comprehensive
documentation concerning planned completion or budgets, particularly in the context of long-term
construction contracts. Determining exact timelines for completion and segregating individual contracts to
establish accurate amounts in the ageing table posed significant challenges during project implementation
and at year-end assessments. Due to such inadequate documentation of CWIP by companies, auditors had
to rely on the data provided by the company's management and perform alternative procedures around
the same.
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Large-scale projects often undergo modifications during their execution, necessitating careful evaluation
and judgment. As per Guidance note issued by ICAI “Management shall apply judgement in determining
whether such revisions in the plans are a fresh 'Original Plan' or simply an update of estimates and
assumptions such that the original plan is revisited and revised. When plans are subsequently revisited
and revised, same should not be considered for determining variation when making above disclosures.

Furthermore, challenges also arised concerning the classification of temporary suspensions of projects. As
per Guidance note issued by ICAI “When temporary suspensionis a necessary part of the process of getting
an asset ready for its intended use, the project should not be considered to have been temporarily
suspended and the CWIP related to such projects should continue to be presented under Projects in
progress.” Herein lies the question of which suspensions should be regarded as temporary, necessitating a
judicious assessment in light of the specific circumstances.

Ilustrative Disclosure:

Extract of Annual Report of HINDUSTAN UNILEVER LIMITED (HUL) for FY 2022-23

Ageing of CWIP as on 31st March, 2023

Amount inCWIP for a period of

Lessthan1 year 1-2years 2-3years Morethan3years Total

ProjectsinProgress 658 267 50 36 1011
Projects temporarily suspended . 2 4 3 9
Total 658 269 54 39 1020
Amount

Projects which have exceeded their original timeline 293
Projects which have exceeded their original budget 21

Details of capital-work-in progress whose completion is overdue as compared to its original plan as at 31st March, 2023

To be completedin

Lessthan1 year 1-2years 2-3years Morethan3years Total
Under Progress (A) 287 1 1 - 289
Nutrition technology advancement project . 44 - - - a4
Project at Rajahmundry Factory 21 - - - 21
Project at Assam Factory 20 - - - 20
Others* 202 1 1 - 204
Temporarily Suspended (B) 0 4 - - 4
Others* 0 4 - - 4
Total (A+B) 287 5 1 - 293

*Others comprise of various projects with individually immaterial values.

Details of capital-work-in progress which has exceededits cost compared toits original plan as at 31st March, 2023

There were no material projects which have exceeded their original plan cost as at 31st March, 2023.
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B] Trade Receivable Ageing

New Requirement:

For trade receivables outstanding, ageing schedule shall be given.
Implementation Challenges:

Previously, companies were not required to provide detailed ageing data for Trade receivable, leading to a
lack of adequate systems to generate such data, including tracking of disputed debtors. The revised
Schedule III amendment now demands comprehensive ageing information, necessitating ERP system
modifications or manual computations in cases where system changes were not feasible.

To comply with expected credit loss computation, many companies opted for a simplified approach,
adapting their provision matrix to account for default risk based on detailed age-wise analysis of Trade
Receivables. Stakeholders will closely scrutinize provisioning assumptions based on the trend of Trade
Receivables' ageing bucket.

Challenges arose in distinguishing between Disputed and Undisputed Trade Receivables, as the Schedule
III does not provide specific definitions. As per the Guidance note on Revised Schedule III to Companies
Act 2013 “A dispute is a matter of facts and circumstances of the case; however, dispute means
disagreement between two parties demonstrated by some positive evidence which supports or
corroborates the fact of disagreement” This classification has led to differing opinions between companies
and auditors, prompting discussions with management and auditors. Robust internal controls and
documentation are vital for accurate categorization.

Ilustrative Disclosure:

Extract of Annual Report of TATA STEEL for FY 2022-23

(i Movement in allowance for credit losses of receivables is as below:

(¥ crore)
Year ended Year ended
March 31,2023 March 31, 2022
Balance at the beginning of the year 172.59 14542
Charge/(release) during the year 31.36 2717
Balance at the end of the year 203.95 172.59
(i) Ageing of trade receivables and credit risk arising there from is as below:
As at March 31, 2023
(% crore)
Outstanding for following periods from due date of payment
Not Due Less than 6 months - 12 years 2-3 years More than Total
6months 1year 3years
Undisputed - considered good 1,817.77 883.78 289.96 397.73 7.05 42.68 3,438.97
Undisputed - credit impaired . 4 = : : 27.10 27.10
Disputed - considered good = s 2 = 3 = -
Disputed - credit impaired - - - - - 89.60 89.60
1,817.77 883.78 289.96 397.73 7.05 159.38 3,555.67
Expected loss rate 0.49% 5.83% 5.16% 1.11% 14.88% 14.88%
Less: Allowance for credit losses 8.95 51.50 1497 443 1.05 123.05 203.95
Totaltrade receivables 1,808.82 832.28 274.99 393.30 6.00 36.33 3,351.72
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C] TradePayable Ageing

New Requirement:
For trade payable outstanding, ageing schedule shall be given:
Implementation Challenges:

The challenges relating to ageing and classification of Disputed and Undisputed dues are similar to those
as considered above in Trade receivables disclosure requirement above.

Ilustrative Disclosure:

Extract of Annual Report of TATA STEEL for FY 2022-23

(i)  Ageing schedule of trade payable is as below:

As at March 31, 2023

(% crore)
Outstanding for following periods from due date of payment
NotDue Less than More than Total
1year 1-2 years 2-3 years 3 years

Undisputed dues - MSME 727.64 3499 - - 762.63
Undisputed dues - Others 12,291.47 1,741.38 154.35 3207 25.72 14,244.99

Disputed dues - MSME -
Disputed dues - Others 0.14 - 18.03 1817

13,019.11 1,776.37 154.49 32.07 43.75 15,025.79

Add: Unbilled dues* 3,056.61

Total trade payables 18,082.40

* Includes dues of micro, small and medium enterprises of 329.24 crore.

D] Loans or Advances granted to Promoter, Director, KMP or the Related Parties -
New Requirement:

This disclosure mandates companies to furnish specific information about loans or advances, categorized
as repayable on demand or without defined terms of repayment, granted to promoters, directors, Key
Management Personnel (KMPs), and related parties. The disclosure should consider the relationship as of
theloan date, with the outstanding amount as of the balance sheet date.

Implementation Challenges:

As per the Business requirements, many companies extended loans to subsidiaries or other related parties
without maintaining adequate documentation, including the absence of specified terms of repayment,
such Companies had to disclose information as mentioned above. However, in response to this disclosure
mandate, we noted several companies had revised their documentation practices prospectively to avoid
such disclosures in the future.
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Illustrative Disclosure:

Extract of Annual Report of UltraTech Cement Limited for FY 2022-23

Note 5.2: Loans or Advances are in the nature of loans are granted to promoters, Directors, KMPs and the related
parties, either severally or jointly with any other person, that are repayable on demand; or without specifying
any terms or period of repayment:

Tin Crores
Type of Borrower Amount of loan or advance In the nature % to the total Loans and Advances In
of loan outstanding as at the nature of loans as at
PRI el March31,2022 R B es]  March31,2022
Related Parties 2,528.91 2,566.76 99.35% 99.37%
Total 2,528.91 2,566.76 99.35% 99.37%

Note 5.3: No loans are due from directors or other officers of the Company or any of them either severally or jointly with
any other person. Further, no loans are due from firms or private companies in which any director is a partner,
a director or a member.

E] Relation with struck-off companies -

New Requirement:

Where the company has any transactions with companies struck off under section 248 of the Companies
Act, 2013 or section 560 of Companies Act, 1956, the Company shall disclose the details of transactions and
Balance outstanding with those Companies.

Implementation Challenges:

In the context of Schedule III disclosure for struck off companies, multiple challenges have surfaced,
creating complexities for companies. Firstly, the absence of a master list of struck-off companies on the
MCA website makes it arduous to prepare a updated consolidated list of Companies whose name is Struck
off from various circulars issued by each ROC which are in non-editable PDF format.

Since collation of List was a time-consuming process. Many small Companies manually verified CIN
numbers for each entity on the MCA website to ascertain their status - active or struck off. In contrast, large
corporates had to manually consolidate lists from circulars across all ROCs or rely on third-party vendors
for assistance in obtaining the list of struck-off companies or assistance in identifying the list of parties
whose name is struck off.

Another ambiguity arises concerning the disclosure requirement when a company engages in a transaction
with another company, and subsequently, the latter's name is struck off. Determining whether such
transactions necessitate disclosure remains unclear.

Moreover, issues were observed with the master data of Vendors and Customers, where proper updating
was lacking, and the inclusion of CIN numbers was absent in some Companies due to no reporting
requirements. This led to substantial challenges for companies as they had to first update all master data
before proceeding with the identification of struck-off companies.
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Ilustrative Disclosure:

Extract of Annual Report of [SW ENERGY LIMITED for FY 2022-23

xii) The Company does not have any transactions with companies which are struck off except the following:

SN Name of the struck off Nature of Balance outstanding (% crore) Relatlonship with the
company transactlons As at As at struck off company, If
31% March, 2023  31% March, 2022 3. to be disclosed
o s i e b e
1 Spandan Home Care Limited Shares held by * * Shareholder
struck off company
2 Century Finvest Private Shares held by * * Shareholder
Limited struck off company
3 Unicon Fincap Private Shares held by i * Shareholder
Limited struck off company

* less than¥50,000

F] Ratio Analysis -

New Requirement:

As per this disclosure, the company must furnish analytical ratios and elucidate the components included
in both the numerator and denominator used in calculating these ratios. Additionally, a comprehensive
commentary is required to explain any variation exceeding 25 % in the ratio compared to the preceding year

Implementation Challenges:

The revised Schedule III introduces a significant change by requiring all companies to provide financial
ratios and disclosures, a departure from SEBI LODR's requirement for only listed entities to do so in their
Annual Reports, rather than financial statements. As the ratios where not defined in the amendment, Many
companies referred to the Definitions as provided in the Guidance Note issued by ICAI but we found that
many Companies calculated using their own approach, however the Formula used for calculations were
defined in the Financial statements.

This enhanced transparency will be instrumental in enabling lenders and various stakeholders to access
audited data on various Key Performance Indicators (KPIs) of the company.
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Illustrative Disclosure:

Extract of Annual Report of UltraTech Cement Limited for FY 2022-23

Note 47 - Financial Ratios:

Sr. Ratio
No.

Numerator
Description

Denominator
Description

1 Current Ratio (in
times)

2 Debt-Equity
Ratio (in times)

3 Debt Service
Coverage Ratio
(in times)

- Return on Equity
Ratio (in %)

5 Inventory
Turnover Ratio
(in times)

6 Trade
Receivables
turnover Ratio
(in times)

7 Trade Payables
turnover Ratio
(in times)

8 Net Capital
turnover ratio
(in times)

El Net profit ratio
(in %)

10  Return on Capital
employed
(in times)

n Return on
Investment (in %)

Current Assets

Total Debt

Profit for the
year+ Finance
Costs +
Depreciation
and
Amortisation
Expense + Loss/
(Gain) on sale of
fixed assets

Profit for the
year

Sale of Products
and Services

Sale of Products
and Services

Cost of Sales

Sale of Products
and Services

Profit for the
year

Profit for the
year + Tax
+Finance Costs

Treasury Income

Current Liabilities
excluding Current

Borrowings
Equity

Gross Interest +
Lease Payment
+ Repayment of
Long Term Debt
excluding pre-
payments

Average Net
worth

Average
Inventory

Average Trade
Receivable

Average Trade
Payable

Working Capital

Sale of Products
and Services

Networth +
Current and
Non current
borrowings +
Deferred Tax
Liability
Weighted
treasury
investment

For The Year Ended

March 31,2022

12

017

718

10%

10.75

2033

8.62

15.85

8%

12%

5%
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% Variance

Reason for
variance

130

020

an

15%

nm’

19.92

830

n.30

14%

14%

5%

(7r%

(15r%

131%

(33y%

(4%

2%

4%

40%

(43)%

(14)%

Ratio has
improved on
account of
decreasein
Repayment

of Long term
Debt by 86%
as compared to
previous year

Last Year Profit
for the year was
higher due to one
time reversal in
tax of ¥1,517.86
Crs

Ratio has
improved on
account of
increase in

sales by 22%

and decrease in
working capital
by 12%, on
account of higher
payables

Last Year Profit
for the yearwas
higher due to one
time reversal in
tax of T1,517.86
Crs
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G] Corporate Social Responsibility (CSR) -

New Requirement:

Under the Companies Act 2013, companies falling under Section 135 must now additionally disclose their
Shortfalls, reasons for shortfall etc

Implementation Challenges:

This amendment highlights the regulators' increased emphasis on CSR. The focus is on ensuring that
companies appropriately track and disclose their CSR spending in accordance with the requirements of the
Act. Detailed disclosure of CSR expenditure is now mandatory for corporates.

In line with the "Technical Guide on Accounting for Expenditure on Corporate Social Responsibility
Activities" issued by the ICA], certain guidelines have been provided:

e Aprovisionfor liability must be recognized in the financial statements for any unspent amount.

e Any excess amount spent can be carried forward to the following year, subject to passing of Board
resolution.

In some cases, Companies have contributed amounts to the institutions whose purpose matches the CSR
spending of the Company, in such cases auditors should obtain documentary evidence verifying that the
amount contributed was utilised by the year end or not and report accordingly. Getting the documentation
from these institutions was very challenging and time consuming,.
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Ilustrative Disclosure:

Extract of Annual Report of [SW ENERGY LIMITED for FY 2022-23

2.25 Corporate Soclal Responsibllity (CSR)

As per Section 135 of the Companies Act, 2013, acompany, meeting the applicability threshold, needs to spend at least 2% of its

average net profit for the immediately preceding three financial years on corporate social responsibility (CSR) activities. The areas for
CSR activities are promoting education, promoting gender equality by empowering women, healthcare, environment sustainability,

art and culture, destitute care and rehabilitation, disaster relief, COVID-19 relief and rural development projects. A CSR committee has
been formed by the Company as per the Act. The funds were primarily utilized through the year on these activities which are specified in
Schedule VI of the Companies Act, 2013:

{In 2 crore)
Particulars As at March 31,
2023 2022
i) Amount required to be spent by the Company during the year 437 397
ii) Amount of expenditure incurred 302 345
iii) Shortfall at the end of the year 45 52
iv) Total of previous years shortfall 9 22
v) Reason for shortfall Pertains to ongoing projects  Pertains to ongoing projects
vi) Nature of CSR activities Promoting education, promoting gender equality by

empowering women, healthcare, environment sustainability,
art and culture, destitute care and rehabilitation, disaster
relief, COVID-19 relief and rural development projects

vii) Details of related party transactions, e.g., contribution to a trust controlled

by the Company in relation to CSR expenditure as per relevant Accounting

Standard " £y 12
viii) Where a provision is made with respect to a liability incurred by entering

into a contractual obligation, the movements in the provision during the year

shall be shown separately NA NA

™ Effective January 1, 2022, Infosys Foundation a trust jointly controlled by the KMP of Infosys Limited is a related party. For the year ending March 31, 2023, the
Company has made contributions to infosys foundation to fulfil its corporate social responsibilities. Infosys Foundation supports programs in the areas of
education, rural development, healthcare, arts and culture, and destitute care.

@ Represents contribution to Infosys Science foundation for the year ending March 31, 2022 a controlled trust to support the Infosys Prize program towards
contemporary research in the various branches of science as a part of ongoing project.

* The unspent amount will be transferred to unspent CSR account within 30 days from the end of the finandial year, in accordance with the Companies Act, 2013
read with the CSR Amendment Rules.

Consequent to the Companies (Corporate Social Responsibility Policy) Amendment Rules, 2021 (“the Rules”), the Company was required
to transfer its CSR capital assets created prior to January 2021. Accordingly the Company incorporated a controlled subsidiary , 'Infosys
Green Forum' under Section 8 of the Companies Act, 2013 and during the year ended March 31, 2022, the Company has completed the
transfer of assets upon obtaining the required approvals from regulatory authorities, as applicable.

H] Title deeds of Immovable Properties not held in the name of the Company -

New Requirement:

As per the disclosure requirements, the company is obligated to furnish details of all immovable property
whose title deeds are not held in the company's name.
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Implementation Challenges:
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In the preparation of this schedule till last year Auditors' were required to report in their Audit report,
however after the amendment to Schedule III, the same is required to be disclosed as a part of Financial
Statement. One of the Special focus points is when the Company has undertaken any Mergers &
Acquisition transactions. Due to the regulatory framework involved in transferring of the Title deeds, this
process is time consuming and may result in Title deeds not being transferred to the new owner and thus
disclosure under this schedule becomes applicable.

Ilustrative Disclosure:

Extract of Annual Report of Mahindra Holidays & Resorts India Limited for FY 2021-22

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31, 2022

All amounts are in ¥ Lakhs unless otherwise stated
Details of Title deeds of Immovable Properties not held in the name of the Group as at March 31, 2022 and March 31, 2021:

Whether title
deed holder
Relevant Gross Gross ls;':r:tror;o::r.
line item | Description | carrying | carrying | Title deeds el Property held | Reason for not being
in the of itemof | valueas | valueas held in the since which | held in the name of the
promoter/
Balance property at March | at March name of A—. date company
sheet 31,2022 | 31,2021
employee of
promoter/
director
Received on merger of
the erstwhile Companies.
Competent Merger date | Company has submitted
Freehold Manali - Hotels Private 9th February, |relevant documents with
land Resort 1A AR Limited - e 2016 effective | necessary charges & fees
Manali from 1/4/2015 |and awaiting closure
from the respective
government authorities.
Received on merger of
Divin the erstwhile Companies.
' e Merger date | Company has submitted
Freehold S FN. 29th Februa relevant documents with
Divine - 194400 1891.00 | Hotels Private No .
land : 2016 effective | necessary charges & fees
Resort Limited - :
from 1/4/2015 | and awaiting closure
Jaisalmer .
from the respective
government authorities.
Received on merger of
the erstwhile Companies.
Competent Merger date | Company has submitted
o Manali - Hotels Private Sth February, | relevant documents with
R——— Resort W R Limited - N 2016 effective | necessary charges & fees
Manali from 1/4/2015 |and awaiting closure
from the respective
government authorities.
Received on merger of
the erstwhile Companies.
Divine
Merger date | Company has submitted
- e 29th February, | relevant documents with
Building Divine - 121115 121115 | Hotels Private No 2016 effective | necessary charges & fees
Resort Limited - i
from 1/4/2015 |and awaiting closure
Jaisalmer :
from the respective
government authorities.
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I] Borrowings obtained on the basis of security of current assets -

New Requirement:

Where the company has borrowing from banks or financial institutions on the basis of security of current
assets, it shall disclose the following;:

a) Whether quarterly returns or statements of current assets filed by the company with banks or financial
institutions are in agreement with the books of accounts;

b) If not, summary of reconciliation and reasons of material discrepancies, if any to be adequately disclosed.
Implementation Challenges:

Schedule III requires to provide the disclosure in case of all types of borrowing which are obtained basis
current assets security. However, CARO reporting is only required in case of sanctioned working capital is
in excess of INR 5 crores.

Instances of differences may be relating to difference in value of stock, amount of debtors, ageing analysis
of debtors, etc. between the books of account and the returns / statements submitted to banks/financial
institutions. The auditor needs to exercise his professional judgement to determine the materiality and the
relevance of the discrepancy to the users of financial statements while reporting under this clause.

Ilustrative Disclosure:

(iv) The Company has filed quarterly returns or statements with the banks in lieu of the sanctioned working capital facilities,
which are in agreement with the books of account other than those as set out below.

(% crore)
Aggregate Amount Amount disclosed  Amount as Bl
Name of the Bank working capital utilised during Quarter ended as per quarterly perbooksof Difference Sy
limits sanctioned the quarter return / statement account
Primarily inclusion
R DTN 2,000.00 - December 31,2022 1259447 1257290 2157 Ofcertainliabilities
consortium of banks* not forming part of
creditors for goods.
(T crore)
Aggregate Amount Amountdisclosed  Amountas s
Name of the Bank working capital utilised during Quarter ended as per quarterly perbooksof Difference e
limits sanctioned the quarter return / statement account
2,000.00 - June 30, 2021 6,973.00 6,409.24 563.76 Primarily inclusion
State bank of India and 2,000.00 - September 30, 2021 6,281.30 5,754.56 526.74 of certain liabilities
consortium of banks* 2,000.00 - December 31, 2021 14,533.00  14,007.35 525.65 not forming part of
2,000.00 - March 31, 2022 1685704 1633253 52451 Creditorsforgoods.

* The above differences represents balance of creditors as at each reporting date.

# Pari-passu charge is created on the Company’s entire current assets namely stock of raw materials, finished goods, stocks-in-process, consumables stores
and spares and book debts at its plant sites or anywhere else, in favour of the bank, by way of hypothecation.

Conclusion:

Companies may need to realign their Financial Statements Close Process (FSCP) and internal control over
financial reporting to ensure that information and data relating to new clauses are compiled appropriately
and on timely basis to avoid last minutes hassles in preparation of financial statements.

This Article does not attempt to provide an in-depth analysis or conclusive views on the new changes.
Rather, it aims to highlight key consideration which companies should be aware of while implementing
these changes. Reference should be made to the text of the pronouncements before taking any decisions or
actions. The views expressed in the publication need to be evaluated in light of the facts and circumstances
of each Company.
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