
Voices on Reporting

4 April 2018

—

KPMG.com/in



© 2018 KPMG, an Indian Registered Partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. 2

Welcome

01 Series of knowledge 
sharing calls

03 Scheduled towards the 
end of each month

02 Covering current and 
emerging reporting issues

04 Look out for our Accounting 
and Auditing Update, IFRS 
Notes and First Notes 
publications
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Speakers for the call

Dinesh Jangid
Partner
Accounting Advisory Services
KPMG in India 

Ruchi Rastogi
Partner

Assurance
KPMG in India
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Agenda

1. Ind AS 115, Revenue from Contracts with 
Customers

2. New/revised Standards on Auditing (SAs)

3. SEBI accepts some recommendations of the 
committee report on corporate governance

4. Other regulatory updates
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Ind AS 115: An overview
• The Ministry of Corporate Affairs (MCA) on 28 March 2018 notified the new revenue standard, Ind AS 115 as part of the 

Companies (Indian Accounting Standards) Amendment Rules, 20181.

• These rules come into force from 1 April 2018 (These rules are yet to be published in the official gazette).

Core principle of 
Ind AS 115

An entity recognises revenue to depict the transfer of promised goods and services to 
customers at an amount that reflects the consideration to which an entity expects to be 
entitled in exchange for those goods or services.

Ind AS 115: Five-step revenue recognition model

Step
1

Identify the contract with the customer

Step
2

Identify the performance obligations in the contract

Step

3
Determine the transaction price

Step

4
Allocate the transaction price to the performance obligation

Step

5
Recognise revenue when (or as) the entity satisfies a performance obligation
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Ind AS 115: Transition approaches 

Full retrospective - no 
practical expedients Ind AS 115 Ind AS 115 1 April 2017 

Full retrospective -
practical expedients Mixed requirements Ind AS 115 1 April 2017 

Cumulative effect 
Ind AS 11, Construction 
Contracts/Ind AS 18, 
Revenue

Ind AS 115 1 April 2018 

Approach 2017 2018 Date of equity adjustment

An entity may choose to apply the new standard either retrospectively, using the practical expedients available, or on 
a cumulative effect basis from the date of transition to Ind AS.
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Sectors with significant impact of Ind AS 115

Aerospace and defense

Building and construction

Hospitality

Real estate

Pharmaceuticals

Software and technology

Telecommunication
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Next steps for implementation of Ind AS 115

Evaluate revenue contracts
For FY2017-18, evaluate 
the impact of the standard 
issued but not yet effective

Sales and contracting 
processes may need to be 
reconsidered

IT systems may need to be 
updated

Accounting processes and 
internal controls will need 
to be revised

Determine the transition 
method

Revisions may be needed 
for tax planning, covenant  
compliance and sales 
incentive plans

New estimates and 
judgements will be 
required

Entities will need to 
communicate with audit 
committees and other 
stakeholders
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Agenda

1. Ind AS 115, Revenue from Contracts with 
Customers

2. New/revised Standards on Auditing (SAs)

3. SEBI accepts some recommendations of the 
committee report on corporate governance

4. Other regulatory updates
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New/revised Standards on Auditing (SAs)
SA 701, Communicating Key Audit Matters in the Independent Auditor’s Report2

Applicable to audits of financial statements for periods beginning on or after 1 April 2018.

The new auditor reporting requirements will provide 
greater insight and transparency for users of financial 
statements. 

The most significant change is that an auditor is required 
to describe the ‘Key Audit Matters’ (KAMs) in the 
auditor’s report.

What’s new?

What does this mean for you?
• Assist in better understanding the basis for auditor’s decision on KAMs
• Consider whether new or enhanced disclosures in the financial statements may be useful with respect to such matters.

Disclosure: In the auditor’s report:
• Each KAM to be disclosed in a separate section under the heading ‘Key Audit Matters’
• Use of Emphasis of Matter (EOM) and other matter paragraph is not a substitute for a modified opinion to be expressed by 

an auditor when required by the circumstances.

Matters communicated to those charged with 
governance

Matters that required significant auditor 
attention in performing the audit

KAMs
(Matters of most significance)
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New/revised SAs (cont.) 
Separate section in the auditor’s report regarding KAMs – an illustration       

(i) Carrying value of inventory: Sales in the fashion industry can be extremely volatile with consumer demand
changing significantly based on current trends. (Refer to page XX of Management Discussion and Analysis)
As a result there is a risk that the carrying value of inventory exceeds its net realisable value.

We assessed the appropriateness of the provision percentages applied to each season and challenged the
assumptions made by the company on the extent to which old inventory can be sold through various channels.
We also considered the historical accuracy of provisioning and used the information obtained as evidence for
evaluating the appropriateness of the assumptions made in the current year including how these compare to
the experience in previous years.

(ii) Impairment charge (net charge INR116 million): The company has completed a strategic review, details of
which were announced in the half-year statement, and as a result has decided to close or curtail some of its
operations. (Refer to page XX of Management Discussion and Analysis and Note XX in financial statements
(page XX))

There is, therefore, a risk that the impairment charge may be misstated.

Our audit procedures included, among others, considering the impairment risk associated with different types
of assets. We considered the discounted cash flow forecasts on a shop by shop basis and assessed the cash
flow forecasts against the historical performance of those shops and against budgets. Also recalculated the
impairment model to assess the sensitivity of the key assumptions including growth rate and discount rate -
critically challenged assumptions in relation to recoverable amounts with reference to external third party
valuations obtained by the company. We considered the qualifications and independence of the valuers and
the movement in market values of property in relevant locations.
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New/revised SAs (cont.) 

New and revised SAs Description of changes

SA 720 (Revised), The Auditor’s 
Responsibilities Relating to Other 
Information3

(Applicable for audits of financial 
statements for periods beginning on or 
after 1 April 2018)

Reporting requirements on other 
information not applicable for unlisted 
non-corporate entities; all other 
requirements will still be applicable.

• An auditor is required to read and consider the other information – financial 
or non-financial and: 

– Consider whether there is a material inconsistency between the other 
information and the financial statements and

– Consider whether there is a material inconsistency between the other 
information and the auditor’s knowledge obtained in the audit,

in the context of audit evidence obtained and conclusions reached in the 
audit and respond/report appropriately.

• In the auditor’s report, include a separate ‘other information’ section:

– When the auditor has obtained some or all of the other information as of 
the date of the auditor’s report of listed or unlisted corporate entities. 

– In case of listed entities, also if the auditor expects to obtain other 
information after the date of the auditor’s report.
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New/revised SAs (cont.) 

New and revised SAs Description of changes

SA 570 (Revised), Going 
Concern2

(Applicable for audits of 
financial statements for periods 
beginning on or after 1 April 
2017)

• Evaluation of adequacy of disclosures made when events or conditions have been 
identified but no material uncertainty exists i.e. ‘close call’ scenarios.

• In the auditor’s report:

– New requirement to describe in the auditor’s report: Responsibilities of the 
management/those charged with governance and the auditor relating to going 
concern.

– In case of adequate disclosure of material uncertainty in the financial statements: 
Unmodified opinion and a specific section ‘material uncertainties related to going 
concern’ included in the auditor’s report.

– In case of inadequate/no disclosure: Qualified or an adverse opinion and a 
paragraph on the fact included in the basis for qualified (adverse) opinion section of 
the auditor’s report.

SA 700 (Revised), Forming 
an Opinion and Reporting on 
Financial Statements2

(Applicable for audits of 
financial statements for periods 
beginning on or after 1 April 
2018)

Revised format of an auditor’s report
• Reordering of an auditor’s report: Audit opinion at the beginning, followed by a basis for 

opinion paragraph

• Description of KAMs, including why and how for each identified KAM
• Enhanced description of the responsibilities of management and the auditor’s including 

assessment of going concern assumption
• Inclusion of a statement of required independence by the auditors.
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Agenda

1. Ind AS 115, Revenue from Contracts with 
Customers

2. New/revised Standards on Auditing (SAs)

3. SEBI accepts some recommendations of the 
committee report on corporate governance

4. Other regulatory updates
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Recommendations on corporate governance 
approved by SEBI

• On 5 October 2017, SEBI Committee on Corporate Governance (the committee) submitted its recommendations to SEBI.
• In its board meeting on 28 March 2018, SEBI accepted certain recommendations4:

– Without modifications
– With modifications
– Referred to other agencies.

Topic SEBI board meeting decision

Eligibility criteria for 
independent directors

• Specifically exclude persons who constitute the ‘promoter group’ of a listed entity.
• An independent director would provide an undertaking that he/she is not aware of any 

circumstance/situation, that could impair or impact his/her ability to discharge his/her 
duties.

• Exclude ‘board inter-locks’ arising due to common non-independent directors on boards 
of listed entities.

Role of an audit committee • Review the utilisation of loans and/or advances from/investment by the holding company 
in the subsidiary exceeding INR100 crore or 10 per cent of the asset size of the 
subsidiary, whichever is lower.

Role of nomination and 
remuneration committee

• Role of NRC includes identification of senior management. Senior management would
include all members one level below the CEO/MD/WTD/ manager (including 
CEO/manager, in case not part of the board) and include the company secretary and the 
CFO.

• Recommend all payments made to senior management to the BoD.

Recommendations accepted without modifications - expected to be applicable with effect from 1 April 2018*

*As per the committee report.



© 2018 KPMG, an Indian Registered Partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. 16

Recommendations on corporate governance 
approved by SEBI (cont.)

Topic SEBI board meeting decision

Role of Risk Management 
Committee (RMC)

• Extend the requirement of a RMC to the top 500 listed entities (currently 100).
• Specifically cover cyber security in its role.

Audit related disclosures • Disclose:
– Basis of recommendation for appointment of an auditor
– Proposed fees payable 
– Reasons for resignation of an auditor/audit firm.

Related Party 
Transactions (RPTs)

• Half yearly disclosure of RPTs on a consolidated basis.
• Consider promoters/promoter group entities that hold 20 per cent or above in a listed entity 

as related parties.
• Disclose transactions with promoters/promoter group entities holding 10 per cent or more 

shareholding annually and on a half-yearly basis.
• Allow related parties to cast a negative vote.

Obligations on the board 
with respect to 
subsidiaries

• Definition of a ‘material subsidiary’ revised to mean a subsidiary whose income or net 
worth exceeds 10 per cent of the consolidated income or net worth.

• At least one independent director on the BoD of listed entity to be a director on the BoD of 
an unlisted foreign material subsidiary.

Secretarial audit • Mandatory for all listed entities including their material unlisted Indian subsidiaries.

Utilisation of proceeds of 
preferential issue and QIP

• Appropriate disclosures on utilisation of proceeds of preferential issues and Qualified 
Institutional Placement (QIP) till the time such proceeds are utilised.

Recommendations accepted without modifications - expected to be applicable with effect from 1 April 2018 (cont.)
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Recommendations on corporate governance 
approved by SEBI (cont.)

Topic Committee’s recommendations SEBI board meeting decision

Webcast of AGMs • Live one-way webcasts of all shareholder 
meetings be introduced for top 100 listed 
entities.

• Webcast of AGMs mandatory for top 100 
listed entities with effect from FY2018-19.

Royalty/brand 
payments to related 
parties

• Payments of more than five per cent of 
consolidated turnover may require prior 
approval from the shareholders on a majority 
of minority basis.

• Shareholders’ approval for royalty/brand 
payments to related party exceeding two 
per cent of the consolidated turnover.

(Expected to be applicable with effect from  
1 April 2018*)

Recommendations accepted with modifications

*As per the committee report.
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Recommendations applicable in FY2019/2020

Topic Expected to be applicable from 
1 April 2019

Expected to be applicable from 
1 April 2020

Maximum number of 
directorships

• Reduced from 10 to 8. • Reduced to 7.

Disclosure of directors’ 
expertise

• A chart or a matrix setting out the 
skills/expertise/competence of the BoD
without disclosing names in the annual 
report.

• Detailed disclosures of competencies 
along with their names in the annual 
report.

Quarterly financial disclosures • Disclosure of consolidated financial 
results mandatory for all listed entities 
on a quarterly basis.

-

Minimum six directors on BoD • In top 1,000 listed entities. • In top 2,000 listed entities.

One independent woman 
director on BoD

• In top 500 listed entities. • In top 1,000 listed entities.

Separation of CEO/MD and 
chairperson -

• Initially made applicable to the top 500 
listed entities.

Quorum for board meetings • In top 1,000 listed entities, quorum for 
board meeting would be one-third of 
total strength or three directors, 
whichever is higher.

• In top 2,000 listed entities, quorum for 
board meeting would be one-third of 
total strength or three directors, 
whichever is higher.

Timeline for AGM • Top 100 entities to hold AGMs within 5 
months after the end of FY2018-19 i.e. 
by 31 August 2019.

-
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Agenda

1. Ind AS 115, Revenue from Contracts with 
Customers

2. New/revised Standards on Auditing (SAs)

3. SEBI accepts some recommendations of the 
committee report on corporate governance

4. Other regulatory updates
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Revised framework for resolution of stressed assets

To harmonise and simplify the generic framework for resolving loan assets under stress, on 12 February 2018, RBI 
introduced a revised framework for resolution of such stressed assets (revised framework)5.

Key changes made by the revised framework

• Earlier schemes and guidelines for stressed assets such as CDR, SDR, S4A, JLF, etc., have 
been withdrawn.

• Reporting to Central Repository of Information on Large Credits (CRILC):

– Borrowers in default (with exposure of INR50 million or above) to be reported to CRILC on a 
weekly basis (from 23 February 2018) 

– Banks to submit CRILC main report on a monthly basis (from 1 April 2018).

• All lenders to put in place board-approved plans for resolution of stressed assets.

• Implementation of Resolution Plan (RP):

– A RP is deemed to be implemented, if an entity is no longer in default or the restructuring 
process is complete.

– RPs involving restructuring/change in ownership for large accounts* requires independent 
credit evaluation by credit rating agencies authorised by RBI. 

(Applicable from 12 February 2018, even if the restructuring has been carried out before 1 
March 2018)

– Disclose the RPs implemented in the notes to accounts of financial statements.

*Aggregate exposure of lenders is INR1 billion and above.
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Revised framework for resolution of stressed assets 
(cont.)

• Asset classification: 
– A ‘standard asset’ which has defaulted (i.e. overdue period is less than 90 days, and hence not 

an NPA), needs to be immediately downgraded to an NPA, and is classified as a ‘sub-standard 
asset’.

– Assets classified as NPA, would continue to have the same asset classification as prior to 
restructuring (i.e. sub-standard, doubtful or loss).



Q&A
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Sources

1. MCA notification dated 28 March 2018.

2. ICAI announcements dated 17 May 2016 and 1 April 
2017.

3. ICAI announcement dated 21 January 2018.

4. SEBI press release PR No. 09/2018 dated 28 March 
2018.

5. RBI notification no. RBI/2017-18/131 dated 12 
February 2018.
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Glossary

• 2013 Act - The Companies Act, 2013

• Ind AS - Indian Accounting Standards

• AS - Accounting Standard

• HC - High Court

• SEBI - Securities and Exchange Board of India

• RBI - Reserve Bank of India

• MCA - Ministry of Corporate Affairs

• ICAI - The Institute of Chartered Accountants of India

• KAM - Key Audit Matter

• SA - Standard on Auditing

• CDR - Corporate Debt Restructuring 

• SDR - Strategic Debt Restructuring 

• S4A - Sustainable Structuring of Stressed Assets

• JLF - Joint Lenders Forum

• RP - Resolution Plan 

• CRILC - Central Repository of Information on Large 
Credits 

• SMA - Special Mention Account 

• NPA - Non-Performing Asset

• QIP - Qualified Institutions Placement

• NCLT - National Company Law Tribunal

• MD - Managing Director

• CEO - Chief Executive Officer

• CFO - Chief Financial Officer
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Links to previous recordings of VOR

Month Topics Link

June 2017

• Ind AS updates
• Updates on the 2013 Act
• Updates on SEBI regulations
• ICDS updates
• Updates on RBI regulations

Click here

August 2017 
(special session)

• Special session on FAQs on computation of book profit for levy of MAT and 
proposed amendment to Section 115JB Click here

October 2017
• Ind AS updates
• Updates on the 2013 Act
• Updates on SEBI regulations

Click here

January 2018

• Companies (Amendment) Bill, 2017
• SEBI Corporate Governance Committee Report
• ITFG clarification: Bulletin 12
• Delhi HC decision on constitutional validity of ICDS

Click here

January 2018
(special session) • Ind AS 115, Revenue from Contract with Customers Click here

March 2018
(special session) • Ind AS 115 - Sector series 1 Click here

For other archives of VOR calls, visit www.KPMG.com/in

https://home.kpmg.com/in/en/home/insights/2017/06/vor-ind-as-sebi-mca-itfg.html
https://home.kpmg.com/in/en/home/insights/2017/08/vor-mat-icds-section-115jb-faq.html
https://home.kpmg.com/in/en/home/insights/2017/10/vor-quarterly-update-webinar.html
https://home.kpmg.com/in/en/home/insights/2017/12/voices-reporting-quarterly-updates-webinar-december-2017.html
https://home.kpmg.com/in/en/home/insights/2018/01/vor-ind-as-115-webinar.html
https://home.kpmg.com/in/en/home/insights/2018/03/vor-ind-as-115-sector-series.html
http://www.kpmg.com/IN/en/IssuesAndInsights/ArticlesPublications/voices-on-reporting/Pages/Archives.aspx
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KPMG in India’s IFRS institute 

Visit KPMG in India’s IFRS institute - a web-based 
platform, which seeks to act as a wide-ranging site for 
information and updates on IFRS implementation in 
India.

The website provides information and resources to 
help board and audit committee members, 
executives, management, stakeholders and 
government representatives gain insight and access 
to thought leadership publications on the evolving 
global financial reporting framework.

In addition to proprietary KPMG content, the website provides links to several 
other sources of information related to IFRS and its implementation. The site can 
be accessed by all interested parties at no cost. Additionally, the site provides 
the facility of registering as a member by providing certain minimal information. 

To download KPMG content, become registered members of the website by 
following a few easy steps.

https://www.in.kpmg.com/IFRS

You can reach us for feedback and questions at: 
in-fmkpmgifrsinst@kpmg.com

https://www.in.kpmg.com/IFRS
mailto:in-fmkpmgifrsinst@kpmg.com


© 2018 KPMG, an Indian Registered Partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. 27

IFRS Notes
Ind AS Transition Facilitation Group (ITFG) issues Clarifications’ Bulletin 14

20 February 2018

The ITFG in its meeting considered certain issues received from the members of the ICAI and 
issued its Clarifications’ Bulletin 14 on 1 February 2018 to provide clarifications on seven 
issues in relation to the application of Ind AS.

This issue of IFRS Notes provides an overview of the clarifications issued by ITFG through its 
Bulletin 14.
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Topics discussed in AAU and First Notes

Issue no. 20 - March 2018

• Ind AS 115 - Impact on the real estate sector and construction companies
• New auditor's report requirement - Communication of key audit matters
• Derecognition and consolidation requirements in a securitisation transaction
• Accounting for income taxes: Few practical considerations
• Regulatory updates.

Accounting and Auditing Update (AAU)

SEBI relaxes norms governing schemes of arrangements by listed entities 
18 January 2018
On 10 March 2017, SEBI issued a circular which laid down a revised regulatory framework for 
schemes of arrangements by listed entities and relaxation under Rule 19(7) of the Securities 
Contract (Regulation) Rules, 1957.

The SEBI received representations to improve the existing framework governing schemes of 
arrangements. Additionally, SEBI wanted to expedite the processing of draft schemes and prevent 
misuse of schemes to bypass regulatory requirements. Therefore, on 3 January 2018, SEBI issued 
a circular to make certain amendments to the circular dated 10 March 2017. 

This issue of First Notes provide an overview of the key amendments/relaxations given in the 
circular. 

First Notes
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Coming up next

Others

New issue of:
• Accounting and Auditing Update 
• First Notes
• IFRS Notes

Missed an issue of  Accounting 
and Auditing Update?

Missed an issue of   
First Notes?

Download from www.kpmg.com/in

http://www.kpmg.com/in


Thank you
KPMG in India contacts:

Feedback/queries can be sent to: aaupdate@kpmg.com

Dinesh Jangid
Partner
Accounting Advisory Services
E-mail: dinesh@kpmg.com

Ruchi Rastogi
Partner
Assurance
E-mail: ruchirastogi@kpmg.com



The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or 
entity. Although we endeavour to provide accurate and timely information, there can be no guarantee that such information is accurate 
as of the date it is received or that it will continue to be accurate in the future. No one should act on such information without 
appropriate professional advice after a thorough examination of the particular situation. 
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kpmg.com/socialmedia

https://in.linkedin.com/company/kpmg-india
https://in.linkedin.com/company/kpmg-india
https://www.facebook.com/KPMGIndia/
https://www.facebook.com/KPMGIndia/
https://www.youtube.com/channel/UC40V577Ls_EH719sA0cEI4A
https://www.youtube.com/channel/UC40V577Ls_EH719sA0cEI4A
https://twitter.com/kpmgindia
https://twitter.com/kpmgindia
https://plus.google.com/+kpmgindiaofficial
https://plus.google.com/+kpmgindiaofficial
https://www.instagram.com/explore/locations/602997494/
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