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Disclaimers

• These are personal views of speakers and can neither be
construed to be professional views of the speaker nor of
Institute of Chartered Accountants of India

• These views do not and shall not be considered as
professional advice or opinion.

• This presentation should not be reproduced in part or in
whole, in any manner or form, without my written
permission.
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Agenda

• Companies Act, 2013

• Financial Reporting Framework

• Small Company / SMCs

• New Labour Code

• Common Oversights
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Companies Act, 2013
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Companies Act, 2013

Types of Companies

A] Small Companies

B] One Person Companies (OPCs)

C] Dormant Companies

D] Private Limited Companies

E] Public Limited Companies

F] Listed Companies

G] Section 8 Companies
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Companies Act, 2013

Financial Framework u/s. 133 – Schedule III

A] Balance Sheet (Balance Sheet as at dd-mmm-yyyy)

B] Profit and Loss Account (Statement of Profit & Loss Account
for the year ended dd-mmm-yyyy)

C] Cash Flow Statement (for the year ended dd-mmm-yyyy)

D] Notes on Account
(i) ‘Significant’ Accounting Policies
(ii) Notes forming part of FS (includes disclosures)
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Companies Act, 2013

Rounding off

Round off to nearest, or
decimals thereof

Total Income

Hundreds
Thousands
Lakhs
Millions

Upto Rs. 100 Crores

Lakhs
Millions
Crores

More than Rs. 100 Crores

CA Dhananjay J. Gokhale 7

Companies Act, 2013

Financial Framework u/s. 133 – Schedule III

A] Division I : Non Ind-AS Companies

B] Division II : Ind-AS Companies

C] Division III : NBFCs
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Companies Act, 2013

Basic differences in Division I & II

Division II (Ind AS)Division I (Non-Ind AS)

Assets firstLiabilities first

Assets & Liabilities additionally
bifurcated as financial & non-
financial

Assets & Liabilities are
bifurcated as current & non-
current

Disclosure of Other
Comprehensive Income (OCI)

No disclosure of Other
Comprehensive Income (OCI)
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Balance Sheet of Division I
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Balance Sheet of Division II
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Companies Act, 2013

Revised Criteria for Small Company (w.e.f. 01.Dec.25)

RevisedEarlierCriteria

Rs. 10 CroresRs. 4 CroresPaid up share 
capital

AND

Rs. 100 CroresRs. 40 CroresTurnover

Non-applicabilityBenefits (Also for OPCs)
 Public Companies
 Holding / Subsidiary Companies
 Section 8 Companies
 Companies covered under special

Act (Insurance / Banking, etc.)

 Exemption from CARO
 Only two Board meetings per year
 Cash Flow Statement not required
 IFCoFR Reporting not applicable
 Rotation of Auditors not required
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Companies Act, 2013

Definition of SMCs

 Equity / Debt Securities not listed / not in the process of
listing on any stock exchange within or outside India

 Not a bank / insurance company / Fis

 Turnover < Rs. 250 Crores

 Borrowing including Public Deposits < Rs. 50 crores at
anytime during immediately preceding accounting year

 Not a holding or subsidiary of a company which is not a
SMC
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Companies Act, 2013

Benefits of being SMCs – AS not applicable

Cash Flow StatementAS 3

Segment ReportingAS 17

Discontinued OperationsAS 24

Related Party DisclosuresAS 18

Impairment of AssetsAS 28
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Companies Act, 2013

Benefits of being SMCs – Relaxation in AS

PPEAS 10

Effect of changes in Fx RatesAS 11

Employee BenefitsAS 15

LeasesAS 19

Income TaxAS 22

IntangibleAS 26

Impairment of AssetAS 28

ProvisionsAS 29
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Companies Act, 2013

CFS – Consolidated Financial Statements

 Applicable to a company which has one or more subsidiary

 CFS would be required to be prepared

 FS would be required to be prepared by subsidiaries as are
applicable to Holding Company (e.g.: Ind-AS applicable to
holding, then subsidiaries to comply with Ind-AS)
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Companies Act, 2013

MSME Definition (w.e.f. 01.Apr.2025) [In Crores]

TurnoverInvestment in PPEType

RevisedOldRevisedOld

1052.501Micro

100502510Small

50025012550Medium
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Companies Act, 2013

MSME Form 1 (Revised)

 Half-yearly Mandatory Return (within 30 days to be filed)

 Payment crosses threshold of 15 / 45 days for Micro / Small

 Auditor’s perspective
 Test procedure of identification of Micro / Small vendors
 Provision for mandatory interest (3 times RBI Bank

Rate)
 Disclosure as per Schedule III
 Disallowance u/s. 43B(h) under Income Tax Act
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Companies Act, 2013

Applicability of new Labour Code – Highlights

 Basic pay @ 50% of CTC

 Assess impact on PF Compliance

 Assess impact on Gratuity Calculations

 Assess impact on Leave Encashment Calculations

 Consider disclosure in notes on accounts

 Refer ICAI ‘Guidance on New Labour Code’
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Common Errors noticed in FS

Schedule III / Disclosures

 Format of BS / PL / CF Statement

 Non-disclosure of ageing / Secured Unsecured

 Dues from / Transactions with directors not disclosed

 Share Application money shown as part of Shareholders’
fund

 Cash-flow statement not tallying with BS figures (Cash &
Cash equivalents)

 Rounded off figures consistency not maintained in FS and
disclosures
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Common Errors noticed in FS

Schedule III / Disclosures

 Title Deeds of immovable properties not held in companie’s
name

 Shareholding pattern of shareholders not correctly disclosed

 Formulas used for Ratios not disclosed

 Classification of short term and long term borrowings

 Related party disclosure

 Presentation of incorrect format of FS (Missing or combined
line items)

CA Dhananjay J. Gokhale 21

Common Errors noticed in FS

Schedule III / Disclosures

 Disclosure of Components of DTA / DTL

 Combined figure of DTA / DTL and Tax provision

 Disclosure of Employee benefits and also applicability of
Gratuity Act

 ESOPs benefits separate disclosure

 MSME Disclosure inadequate or incomplete

 Disclosure CSR
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Common Errors noticed in FS

Schedule III / Disclosures

 Inventories (AS 2): FIFO . Weighted Average

 Change in Policy (WDV to SLM: Reasons)

 Revenue Recognition (AS 9): Hybrid system

 PPE (AS 10): Date of capitalisation

 Borrowing Costs (AS 16): Capitalisation

 Intangible Asset (AS 26): Goodwill / Software
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Common Errors noticed in FS

Schedule III / Disclosures

 Cross reference with Disclosures not matched

 Rounding off mismatches and inconsistencies

 Logical review of figures reported vis-à-vis understanding of
the business of the auditee

 Auditees with Bank borrowings, end-use expected vis-à-vis
actual end-use

 Concept of True and Fair view and illusion of the same

 Ambiguous terminologies not to be used
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Common Errors noticed in FS

Schedule III / Disclosures

 Possible round-tripping of funds

 Assessment of Going Concern
 Geo-political scenario and effect thereof
 Pandemic

 Sale of goods / Sale of Services not disclosed separately

 GST Liability / ITC disclosure in BS

 Disclosure of TDS / Gross Provision

 Payment to Auditors / Directors not disclosed separately
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Common Errors noticed in FS

Schedule III / Disclosures

 Disclosures of other entities (listed or otherwise) copy
pasted without review thereof

 Accounting Policies do not cover all applicable AS

 Previous year’s comparison & regrouping (note related
thereto also to be reviewed)

 EPS: Basic and diluted both are required to be disclosed

 Who prepares financials and who prepares notes on
accounts?
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Thank you !!!

CA Dhananjay J. Gokhale

Mobile: 9820047669 / 9322229740

Email: dhan_gokhale@hotmail.com
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