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Editorial
Though the COVID-19 outbreak in India occurred 
towards the end of March 2020 i.e. near the year-
end reporting for majority of the companies in India, 
the impact continued during the quarter ended 30 
June 2020. The impact of COVID-19 on the financial 
results would depend on the facts and circumstances 
including degree to which a company’s operations are 
exposed to the impacts of the outbreak. Therefore, it 
becomes imperative for companies to provide updated 
information in their interim financial results that would 
be useful to various stakeholders including investors 
to adequately reflect the current and expected impact 
of the COVID-19 situation on the financial position, 
performance and cash-flows of companies. This 
would warrant additional disclosures around the risks 
and uncertainties to which companies are exposed 
to, revisions in budgets and forecasts, changes in 
estimations or change in accounting policies and many 
other things alike. In this edition of Accounting and 
Auditing Update (AAU), we aim to discuss key financial 
reporting considerations for the companies while 
preparing their interim financial results.

Regulators, internationally (such as the International 
Organisation of Securities Commissions (IOSCO), the 
European Securities and Markets Authority (ESMA) 
and the U.S. Securities and Exchange Commission 
(SEC)) and in India, the Securities and Exchange Board 
of India (SEBI) too have elaborated on the importance 
of disclosure about COVID-19 by companies. In this 
regard, we have analysed the financial results of Nifty50 
companies for the quarter and year ended 31 March 
2020. Our article on the topic provides an analysis of 

the COVID-19 specific disclosures provided by these 
companies as part of their financial results, investor 
presentation and press release to financial results. 

Corporate Social Responsibility (CSR) activities play a 
significant role in the nation building. From the time CSR 
provisions (as laid down in the Companies Act, 2013 
and related rules) have been made effective, significant 
amendments have been made to these provisions 
to streamline its implementation by companies. For 
instance, the Companies (Amendment) Act, 2019 
issued in July 2019 made it mandatory for companies to 
utilise unspent amount earmarked for CSR, failing which 
it would be transferred to the funds specified in the 
Schedule VII of the 2013 Act. However, this requirement 
has not been notified yet. Subsequently, in March 2020, 
another set of amendments were proposed to the CSR 
provisions through the Companies (Amendment) Bill, 
2020. To address the resultant change in accounting and 
presentation of CSR expenses, recently, the Institute 
of Chartered Accountants of India (ICAI) has issued 
a technical guide on ‘Accounting for Expenditure on 
CSR Activities’. In our article, we have summarised key 
guidance relating to accounting of expense pursuant to 
CSR activities as provided by ICAI in its technical guide.

As is the case each month, we have also included a 
regular round-up of some recent regulatory updates in 
India and internationally.

We would be delighted to receive feedback/suggestions 
from you on the topics we should cover in the 
forthcoming editions of AAU.

Sai Venkateshwaran
Partner, Assurance & 
Head of CFO Advisory
KPMG in India

Ruchi Rastogi
Partner
Assurance
KPMG in India
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Interim financial 
reporting in light of 
COVID-19

This article aims to:
Discuss the key financial reporting 
considerations for the companies while 
preparing their interim financial results 
during COVID-19.
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Introduction
Interim financial reports typically focus on changes since the last annual financial 
statements. However, preparing interim financial statements for the year 2020 
is likely to involve more than the usual update since the last annual financial 
statements. This would warrant additional disclosures around the risks and 
uncertainties to which companies are exposed to, revisions in budgets and forecasts, 
changes in estimations or change in accounting policies and many other things alike.

In India, COVID-19 outbreak occurred towards the 
end of March 2020 i.e. near the year-end reporting 
for majority of the companies in India. Majority of 
the period of lockdown happened in the quarter 
ended 30 June 2020. Though the financial reporting 
impact areas as at 31 March 2020 are expected 
to remain relevant in the subsequent periods too, 
companies should re-evaluate the impact on interim 
results in light of evolving situation such as unlocking 
of the economy. Therefore, there is a need to 
provide updated information in the interim financial 

results that would be useful to various stakeholders 
including investors to adequately reflect the current 
and expected impact of the COVID-19 situation on 
the financial position, performance and cash-flows of 
companies.

In this article, we aim to highlight the key focus areas 
for companies while preparing their first interim 
financial reports for financial year 2020-2021. These 
may not be exhaustive and would depend upon a 
company’s specific facts and circumstances and the 
industry in which it operates.
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Interim financial reporting considerations
The areas that will require key focus are as following:

Going concern
While preparing the interim financial statements, it 
is crucial for companies to revisit and update their 
assumptions around going concern assessment made at 
the year-end.

Impairment of non-financial assets
Companies may have tested the assets for the 
impairment at the year end, however, given the evolving 
COVID-19 situation, there might be a need to test those 
assets for impairment during interim periods as well. 

Fair value measurement
Fair valuation model of assets and liabilities that uses 
unobservable inputs would pose a challenge in the 
current environment. Also, given the current market 
volatility, extrapolations based on the balance at the 
previous annual reporting date may not be appropriate. 
Companies might need to consider using external valuers 
to determine the fair value of assets for which quoted 
prices are not available.

Revenue recognition
Due to the disruptions caused by the pandemic, 
determining whether rights and obligations under 
a contract are enforceable may require significant 
judgement and regular reassessment. As circumstances 
continue to change, companies should monitor the 
enforceability of their contract terms closely.

Expected credit loss
Assess whether existing contracts have been modified 
and account for these modifications when they are 
approved. Due to the pandemic, customers might 
be facing financial difficulties affecting their liquidity 
which might affect recoverability of the amounts due. 
Accordingly, companies would need to assess the related 
trade receivables and/or contract assets for impairment.

If a company recognises a material impairment loss on 
financial assets, then it provides in its interim financial 
statements an explanation of and an update to the 
relevant information included in the last annual financial 
statements. 

Lease accounting
On account of COVID-19, many lessors are expected 
to provide rent concessions to lessees which could be 
in the form of rent holidays, rent reductions or waivers. 
However, it would be difficult for a lessee to assess 
whether a potentially large volume of COVID-19-related 
rent concessions are lease modifications. Consequently, 
the accounting can be complex i.e. the lessee may be 
required to recalculate lease assets and liabilities using a 
revised discount rate. 

To address the challenge, recently, the Ministry of 
Corporate Affairs (MCA) has issued an amendment1 to 
Ind AS 116, Leases and allowed lessees, as a practical 
expedient, not to assess whether rent concessions that 
occur as a direct consequence of COVID-19 pandemic 
and meet specified conditions as lease modifications 
and, instead, to account for those rent concessions as 
if they were not lease modifications. The amendment 
does not affect lessors. Lessors are required to continue 
to assess if the rent concessions are lease modifications 
and account for them accordingly. 

Additionally, companies should evaluate other changes 
relating to a lease arrangement during the interim 
period which might potentially have financial reporting 
implications. For instance, change in lease term, change 
in lessee’s incremental borrowing rate, termination of 
lease, etc.

1. A lessee should apply the amendment for annual reporting periods beginning on or 
after 1 April 2020. In case a lessee has not yet approved the financial statements 
for issue before the issuance of the amendment, then the same may be applied for 
annual reporting periods beginning on or after 1 April 2019.
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Unusual items
A company discloses the nature and amount of items 
affecting assets, liabilities, equity, net income or cash 
flows that are unusual because of their nature, size or 
incidence. 

Disclosures
Specific disclosures that are significant to an 
understanding of the changes in financial position and 
performance of the entity since the end of the last annual 
reporting period should be provided. These would, inter 
alia, include disclosure of:

• Changes in significant judgements and assumptions as 
well as areas of estimation uncertainty

• Disclosures of the impact of the COVID-19 outbreak 
on the interim financial position, performance and cash 
flows

• Any loan default or breach of a loan agreement that 
has not been remedied on or before the end of the 
reporting period

• Transfers between levels of the fair value hierarchy 
used in measuring the fair value of financial 
instruments

• Changes in the classification of financial assets as 
a result of a change in the purpose or use of those 
assets

• Reversals of any provisions 

• Changes in the business or economic circumstances 
that affect the fair value of the entity’s financial assets 
and financial liabilities.

Inventories
The outbreak may have an effect on the estimation of Net 
Realisable Value (NRV) used to measure inventories as at 
the reporting date. In case a company writes inventory 
down to its NRV at the interim reporting date, then any 
resulting losses need to be recognised immediately i.e. 
they cannot be deferred because they are expected to be 
restored or absorbed by the annual reporting date. 

Adequate disclosures about judgements, revised 
estimates and write-down of any inventories to NRV or 
reversals should be provided.

Subsequent events
Companies should focus to identify events occurring 
after the end of the interim reporting period that 
may have a significant impact on the financial 
statements. Judgement would be required to 
determine whether the impact of these identified 
events need to be reflected through an adjustment 
to the financial statements (adjusting event) or by 
way of disclosures (non-adjusting event) as at the 
interim reporting date.
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Next steps
• Given the continuous evolving economic situation 

in current times, it is imperative for management 
to take into consideration all relevant information 
up to the date of the interim financial results. 

• Assumptions and judgements used by the 
management should reflect the conditions as of 
the measurement date and should be based on 
thorough understanding of the company’s specific 
facts and circumstances. Adequate documentation 
of the judgements and assumptions should be 
maintained at all times as it will help management 
to re-evaluate them in the next reporting period.

• Audit committees also have an important role to 
play in monitoring management’s response to the 
new events and risks on account of COVID-19. 
Particular attention to be paid in case of any 
change in methods, assumptions and judgements 
used while preparing financial results for the 
interim period.

• Regular and robust communication with auditors 
will enable early identification of potential issues 
with impact on interim financial results.

• Adequate disclosures on identified areas of risks, 
their impact on financial statements and the 
manner in which they have been addressed by 

the management would enable users of financial 
statements to better understand the impact of 
COVID-19 situation on the company’s business 
operations, performance and cash flows. 

 Recently, the Securities and Exchange Board 
of India (SEBI) has issued an advisory and 
encouraged listed companies to evaluate the 
impact of the COVID-19 pandemic on their 
business, performance and financial results, 
both qualitatively and quantitatively, to the extent 
possible and disseminate the same. It also 
provides an illustrative list of information that listed 
companies may consider while disclosing the 
impact of COVID-19. Those, inter alia, includes:

 – Estimation of the future impact of COVID-19 on 
its operations

 – Schedule, if any, for restarting the operations

 – Steps taken to ensure smooth functioning of 
operations.

• Internationally, the European Securities and 
Markets Authority (ESMA) has issued a statement 
on ‘Implications of the COVID-19 outbreak on 
the half-yearly financial reports’. The statement 
seeks to promote transparency and consistent 
application of European requirements for the 
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information provided in the half-yearly reports under 
the current circumstances related to the COVID-19 
outbreak. With the statement, ESMA has encouraged 
issuers to update the assessment made at year-end 
about the assumptions regarding the future and other 
major sources of estimation uncertainty. Some of 
the other areas highlighted from interim reporting 
perspective are as follows:

 – While assessing going concern, issuers are 
expected to consider all available information about 
the future, including the expected profitability and 
any restrictions to readily access financial resources. 

 – Identify events and transactions that may have 
triggered financial risks which were in full or in 
part unknown or not relevant at the end of the last 
annual reporting period such as debt renegotiations, 
new financial arrangements and breach of debt 
covenants. Disclose the exposures of issuers to 
credit, liquidity and other risks and the related 
sensitivities in accordance with requirements of 
IFRS 7, Financial Instruments: Disclosures.

 – Disclose information relating to the significant 
impacts of the COVID-19 outbreak as part of 
the explanations of the amounts presented and 
recognised in the statement of profit or loss in a 
single note as part of the notes to the financial 
statements. 

Similarly, U.S. Securities and Exchange Commission 
(SEC) has issued a guidance on COVID-19 related 
disclosures to be considered by companies. As 
per SEC, depending on a company’s particular 
circumstances, it should consider whether it may 
need to revisit, refresh, or update previous disclosure 
to the extent that the information becomes materially 
inaccurate.
(Source: ‘What is the impact of COVID-19 on interim financial statements?’ by KPMG IFRG 
Limited dated 31 March 2020, ESMA statement on ‘Implications of the COVID-19 outbreak 
on the half-yearly financial reports’ dated 20 May 2020 and SEC guidance on COVID-19 
dated 25 March 2020)
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Analysis of disclosures 
on COVID-19 by listed 
entities

This article aims to:
Analyse disclosures and impact of 
COVID-19 on financial results of Nifty50 
entities for the quarter and year ended 
31 March 2020.
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Introduction
The coronavirus (COVID-19) and measures 
taken to control the pandemic e.g. 
lockdown has impacted various countries, 
businesses, individuals either directly or 
indirectly. This has led to an increase in 
economic uncertainty and posed risk on 
the ability of a business to survive, which 
in turn has significant financial reporting 
impacts.
As the situation continues to evolve, it becomes all 
the more imperative for companies to provide timely 
and adequate information to investors and various 
stakeholders about the impact of COVID-19 on their 
business operations, performance, financial position 
and future prospects. These disclosures could form part 
of the financial results accompanied by notes, board’s 
report, management’s discussion and analysis in the 
annual reports and disclosures filed with the stock 
exchanges.

Regulators internationally (e.g. IOSCO1, ESMA2 and 
SEC3) and in India (SEBI4) have elaborated on the 
importance of disclosure about COVID-19. Their 
statements highlight the need for transparent and 
entity specific disclosures. Therefore, this article aims 
to provide a high level summary of the review of the 
financial results published by Nifty50 entities5 for the 
quarter and year ended 31 March 2020.

Impact analysis
Disclosure of the impact of COVID-19 pandemic in 
financial results

The impact of COVID-19 on financial results would 
depend on the facts and circumstances including 
degree to which a company’s operations are exposed 
to the impacts of the outbreak.

On an overall basis, out of Nifty50 listed entities 
analysed, 47 entities gave a note on COVID-19 in 
their financial results for the quarter and year ended 
31 March 2020 and three entities did not provide any 
information relating to COVID-19. 

Further, out of 47 entities (who have given a note 
on the impact of COVID-19 in their financial results), 
45 entities provided information in some form 
on quantitative and qualitative financial impact of 
COVID-19. Balance two entities have provided boiler 
plate disclosure regarding COVID-19 which discusses 
the possible effects that may result from the pandemic 
on their operations such as lockdown impact, shutting 
down of factories, etc.

Note on COVID-19 in financial results as at   
31 March 2020
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1. IOSCO - International Organization of Securities Commissions
2. ESMA - European Securities and Markets Authority
3. SEC - U.S. Securities and Exchange Commission
4. SEBI – Securities and Exchange Board of India
5. We have analysed the financial results of 50 listed entities on Nifty50 that have their 

securities listed on NSE as on 1 April 2020.

(Source: KPMG in India’s analysis, 2020 basis financial 
results of Nifty50 entities)

Basis of our analysis
This analysis is based on the disclosures provided 
by Nifty50 entities in their financial results 
prepared in accordance with Ind AS or other 
regulations (for banking and Non-Banking Financial 
Companies (NBFCs)) for the quarter and year 
ended 31 March 2020. We have also considered 
accompanying investor presentation and press 
releases to these financial results.



© 2020 KPMG Assurance and Consulting Services LLP, an Indian Limited Liability 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.

Accounting and Auditing Update - Issue no. 48/2020 9

Specific financial impact of COVID-19 on financial  
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As showcased in the chart above, 26 entities provided 
qualitative narrative disclosure of the impact of 
COVID-19. Out of this group, six entities disclosed the 
fact that there was no significant or material impact of 
COVID-19 pandemic on the financial position/results/
profitability and performance.

Exceptional items

Eight entities out of Nifty50 entities have disclosed the 
impact of COVID-19 in their consolidated statement 
of profit and loss as an exceptional item. Out of these 
eight entities, four entities belong to energy and 
natural resources sector, three entities from industrial 
manufacturing sector and one entity is from automotive 
sector. 

The four entities in energy and natural resources sector 
have revalued the inventory as at 31 March 2020 at 
net realisable value or replacement costs which is 
lower than cost and considered the impact of valuation 
of inventories due to dramatic drop in oil prices 

Out of the above 45 entities, 19 entities have 
quantified the impact of outbreak on the financial 
position/results/profitability and performance. The 
disclosure provided by these entities discusses how 
the COVID-19 outbreak and lockdown impacted the 
sales, revenue and profit growth of such entities.

accompanied with unprecedented demand destruction 
due to COVID-19 and the same has been disclosed as an 
exceptional item in the financial results.

Whereas, other entities belonging to industrial 
manufacturing sector and automotive sector have 
disclosed the quantum of provision on account of 
impairment relating to Property, Plant and Equipment 
(PPE), intangible assets or goodwill, including impairment 
losses and gains on disposal of or changes in ownership 
interest as exceptional items.

Measurement of impact of COVID-19 on revenue

16 entities out of 45 entities that provided information on 
financial impact of COVID-19 in their financial results also 
elaborated separately on the impact on their revenue 
due to impact on sales due to shutdown of factories and 
stores, etc. However, out of these 16 entities, only five 
entities quantified the impact on the company’s revenues 
due to COVID-19 by disclosing the amount of fall in 
revenue and sales in the quarter ended 31 March 2020 
and two entities disclosed that COVID-19 pandemic had 
no significant or material impact on the revenue for the 
year 2019-2020.

Balance nine entities have only provided the narrative 
explanation and did not quantify the impact on revenue.

Assessment of impairment as on 31 March 2020

Out of Nifty50 entities, 32 entities have disclosed in their 
financial results that management has carried out an 
impairment analysis as on 31 March 2020 which includes 
assessment on recoverability of carrying value of PPE, 
intangible assets, goodwill, receivables, inventories and 
investments.

(Source: KPMG in India’s analysis, 2020 basis financial 
results of Nifty50 entities)
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In compliance with SEBI advisory on disclosure 
of material impact of COVID-19, out of Nifty50 
covered entities, 20 entities have filed the letter of 
disclosure of impact to SEBI (as on 30 July 2020). 
The key information covered entities considered 
while disclosing the impact of COVID-19 are in 
alignment with illustrations in SEBI advisory.

Additionally, SEBI provides that while submitting 
financial statements under Regulation 33 of 
the Listing Regulations, entities may include 
the impact of the COVID-19 pandemic on their 
financial statements, to the extent possible. 
Out of the 20 entities which have filed letter of 
material disclosure to SEBI, only four entities  
have discussed the impact of COVID-19 on 
financial statements for the quarter and year 
ended 31 March 2020. However, all these four 
entities have disclosed that there is no material 
impact due to COVID-19 outbreak.

SEBI’s advisory on disclosure of material 
impact of COVID-19 by listed entities
On 20 May 2020, SEBI issued an advisory and 
encouraged listed entities to evaluate the impact of the 
COVID-19 pandemic on their business, performance and 
financial results, both qualitatively and quantitatively, 
to the extent possible and disseminate the same. 
Additionally, the circular provides an illustrative list of 
information that listed companies may consider while 
disclosing the impact of COVID-19 subject to the 
application of materiality.

The analysis of financial results announced by 
Nifty50 entities for the quarter and year ended  
31 March 2020 as well as subsequent filings 
done pursuant to the SEBI circular, seems to 
suggest that companies have largely provided 
a high level qualitative view on how they are 
impacted, only a few have provided information 
on the financial impacts. 

The COVID-19 has impacted companies in 
several areas, including recognition of revenue, 
valuation of inventories, impairment of assets, 
recoverability of receivables and loans, fair value 
measurements, accounting for loss making or 
onerous contracts, restructuring provisions and 
the like. 

As companies prepare to report the financial 
results for the quarter ended 30 June 2020, 
they should take into account the SEBI advisory 
while disclosing the impact of COVID-19 on their 
financial results. Companies are expected to 
explain the impact of COVID-19 on their financial 
performance, financial position and cash flows. 
Highlight the changes in strategy and targets to 
address the effects of COVID-19 and measures 
taken to address and mitigate the impacts of the 
pandemic on the company.

Next steps
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Accounting of CSR 
related expenses -  
Key considerations

This article aims to:
Summarise key guidance relating to 
accounting of expense pursuant to 
CSR activities as provided by ICAI in its 
technical guide.
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Introduction
The Companies Act, 2013 (2013 Act) lays down a framework which mandatorily 
requires companies meeting the prescribed criteria1 to contribute two per cent of 
their profits for the purpose of Corporate Social Responsibility (CSR). Schedule VII 
to the 2013 Act prescribes eligible activities which can be covered in CSR policy by 
companies. 

From the time CSR provisions have been made 
effective2, significant amendments have been made 
to these provisions through issuance of various 
notifications and clarifications to streamline its 
implementation by companies. The Companies 
(Amendment) Act, 2019 issued in July 2019 made 
utilisation of unspent amount earmarked for CSR 
activities mandatory for  companies, failing which it 
would be transferred to the funds specified in the 
Schedule VII of the 2013 Act3.

In March 2020, another set of amendments 
were proposed to the CSR provisions through 
the Companies (Amendment) Bill, 20204. The 
amendments, inter alia, proposed to allow set-off 
of amount spent in excess of the prescribed limit of 
two per cent in a given year against the requirement 
to spend for such number of succeeding FYs and in 
such manner, as may be prescribed.

CSR activities play a significant role in the nation 
building. In the present times, with the country 
dealing with the pandemic (COVID-19), corporates 
have been dedicating huge amounts of money 
towards CSR. This necessitates an evaluation 
whether various activities undertaken by companies 
in India qualify to be CSR activities. Accordingly, 
the Ministry of Corporate Affairs (MCA) recently, 
issued clarifications in the form of Frequently Asked 
Questions (FAQs) and provided much required 
guidance around various aspects of COVID-19 related 
activities undertaken by companies. 

In June 2020, the Institute of Chartered Accountants 
of India (ICAI) has also issued a technical guide 
on ‘Accounting for Expenditure on CSR Activities’ 
(the guide) which provide detailed guidance on 
the recognition, measurement, presentation and 
disclosure of expenditure on activities relating to 
CSR. The guide also incorporates amendments 
made by the Companies (Amendment) Act, 20195 
and those proposed by the Companies (Amendment) 
Bill, 2020 and provide guidance on change in 
measurement and accounting of CSR consequent to 
the amendments. The technical guide supersedes 
the guidance note on CSR issued by ICAI in May 
2015. In this article, we aim to summarise the key 
guidance around accounting of CSR expense as 
prescribed by ICAI in its technical guide.

1. Every company with a net worth of INR500 crore or more, turnover of INR1,000 crore or more or a net profit of INR5 
crore or more during the immediately preceding Financial Year (FY) should contribute at least two per cent of its average 
net profits (made during the three immediately preceding FYs) for the purpose of Corporate Social Responsibility (CSR) in 
pursuant to its policy in this regard. (Section 135of the 2013 Act). 

2. CSR provisions became effective from 1 April 2014. 

3. Provisions relating to CSR have not been notified yet. 

4. This document is still in ‘Bill’ stage and has not been approved as an Act yet.

5. Yet to be notified.
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CSR expenditure in cash
Creation of provision for unspent amount of CSR 
expenditure

Section 135(5) of the 2013 Act provides that if a company 
fails to spend the amount earmarked for CSR, then the 
Board of Directors (BoD) should specify the reasons for 
not spending the amount in its report. Further, Rule 8(1) 
of the Companies (CSR Policy) Rules, 2014 (CSR Rules) 
prescribe that the board’s report of a company should 
include an Annual Report on CSR with specified details. 

Basis the provision of the 2013 Act and the CSR Rules, 
the guide clarified that a provision may not be created in 
the financial statements for the unspent CSR amount. 
However, if a company has already undertaken certain 
CSR activity for which a liability has been incurred by 
entering into a contractual obligation, then in such a case, 
provision for the amount to the extent of CSR activity 
completed during the year is required to be made in 
the financial statements in accordance with Ind AS 37, 
Provisions, Contingent Liabilities, and Contingent Assets.

Amendments made under the Companies (Amendment) Act, 2019 (yet to be notified)

Ongoing projects

As per the amendments, in case the CSR amount 
remains unspent pursuant to any ongoing CSR project 
undertaken by a company as per its CSR policy, then 
the company should transfer such unspent amount 
to a special account (named ‘unspent CSR account’) 
within a period of 30 days from the end of the FY. The 
company should spend the amount transferred to the 
unspent CSR account within a period of three FYs 
from the date of such transfer as per its obligation 
towards the CSR policy.

In case it fails to spend the amount within the 
specified period, it would be required to transfer 
the same to a fund specified in Schedule VII of the 
2013 Act, within a period of 30 days from the date of 
completion of the third FY.

Basis above, ICAI in its guide clarified that once 
the amendment is notified, a company would be 
obliged to transfer the unspent amount to a separate 
bank account within 30 days of the end of FY and 
eventually any unspent amount out of that to a fund 
specified in Schedule VII. Therefore, it would be 
required to recognise a provision for liability to the 
extent to which the amount is to be transferred within 
30 days of the end of the FY.

Other than ongoing projects

In other cases, the unspent amount is required to be 
transferred to a fund specified in Schedule VII of the 
2013 Act within a period of six months from the expiry 
of the FY.

Accordingly, the guide clarifies that a provision for 
liability representing the extent to which the amount 
is to be transferred, would need to be recognised 
in the financial statements in cases other than 
ongoing projects subsequent to the notification of the 
amendment.

In both the cases i.e. ongoing and other than ongoing 
projects: 

• If a company has already undertaken certain CSR 
activity for which a liability has been incurred by 
entering into a contractual obligation, provision for 
liability for the amount representing the extent to 
which CSR activity was completed during the year 
needs to be recognised in the financial statements 
even though the payment for the same has not 
been made during the year. 

• The amount transferred to the separate bank 
account would be the full amount, however, 
provision would be created after deducting the 
provision created for the CSR activity completed, if 
applicable and as provided.
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CSR expenditure in kind
The technical guide includes certain examples of 
expenditure made in kind which can be considered as 
eligible CSR expenditure. Those are as follows:

• Acquisition/purchase of goods and subsequent 
distribution/use of the goods in its CSR project is an 
eligible CSR spend.

• A company manufacturing/dealing in goods or 
services distributes those goods/services itself free of 
charge may not be covered in CSR spend. However, 
donation of medicines by a pharmaceutical company 
is a permissible CSR activity as it has not been 
undertaken in pursuance of company’s normal course 
of business which is relatable to health care or any 
other entry in Schedule VII to the 2013 Act.

• A hospital rendering free medical services to, for 
instance, 25 per cent patients as per local government 
guidelines may not be considered as CSR spend. 
However, free medical services rendered beyond 25 
per cent may be allowed as CSR expenditure.

• A company manufacturing goods distributes/sells 
goods other than those which it manufactures in 
the normal course of business. For example, a 
manufacturer of steel rods, manufactures steel 
medical beds. If these beds are sold (irrespective of 
cost incurred), then it is not a CSR spend. However, 
giving it free of charge would be a CSR expenditure.

Carry forward of the excess amount spent on CSR 
activity to next year

A company may spend an amount in excess of the 
prescribed limit of two per cent on CSR activity in a given 
year.

The guide clarifies that amount specified under the 
provisions of the 2013 Act to be spent on CSR i.e. two 
per cent of average net profits of a company is the 
minimum amount required to be spent by a company. 
In case a company spends an amount in excess of the 
specified limit, then currently it is not allowed to set-off 
such excess amount against the amounts to be spent on 
CSR activities in future period.

Further, MCA in its general circular (no. 01/2016) dated 
12 January 2016 also clarified that any excess amount 
spent cannot be carried forward to the subsequent 
years and adjusted against that year’s CSR expenditure. 
Accordingly, it has been clarified that no asset is required 
to be recognised for the excess amount spent by the 
company in its financial statements.

Proposed amendments under the 
Companies (Amendment) Bill, 2020

The amendments proposed allow a company 
which spends an amount in excess of the 
prescribed amount of two per cent, to set-off 
excess amount against the requirement to 
spend for such number of succeeding FYs and 
in such manner, as may be prescribed.

Once the above provision is notified, as per the 
guide, if the company decides to adjust excess 
amount spent against future obligation, then an 
asset would have to be recognised to the extent 
of such excess amount spent.

If a company decides not to carry 
forward excess spend in full or in 
part, then excess amount would be 
recognised as an expense.

`

 Accounting and Auditing Update - Issue no. 48/2020 14



© 2020 KPMG Assurance and Consulting Services LLP, an Indian Limited Liability 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.

Other considerations
Modes for undertaking CSR and related accounting 
treatment 

The board of a company may decide to undertake its 
CSR activities approved by the CSR committee either 
on its own, making contribution to the funds specified 
in Schedule VII to the 2013 Act or through a third party 
being trust/society/company established under Section 
8 of the 2013 Act/Non-Government Organisation (NGO). 
The technical guide prescribes the accounting treatment 
with respect to the CSR activities undertaken through 
these channels which are discussed below:

A. CSR activities undertaken through a company/
trust/society or by making contribution to the 
funds specified in Schedule VII to the 2013 Act: 
The amount spent would be treated as an expense for 
the year to be charged to the statement of profit and 
loss.

B. CSR activities undertaken by a company on its 
own: When the expenditure is of the following nature:

• Revenue in nature: The amount of expenditure 
should be recognised as an expense to be charged 
to the statement of profit and loss.

• Other than revenue in nature i.e. expenditure gives 
rise to an asset: In such a case, an asset would be 
recognised on the basis of an evaluation of control 
over the asset and accrual of future economic 
benefits to the company. Based on technical guide, 
it seems that a company would be unlikely to 
demonstrate either the control or future economic 
benefits criteria for the CSR assets.

C. CSR activities by supplying goods manufactured 
by company or render services: The expenditure 
incurred should be recognised when the control 
on the goods manufactured by the company is 
transferred or the services are rendered by its 
employees. The goods manufactured would be 
measured in accordance with Ind AS 2, Inventories 
and services rendered would be measured at cost. 
The technical guide clarifies that all indirect taxes such 
as excise duty, service tax, Value Added Tax (VAT), etc. 
on such goods and services contributed would also 
form part of the CSR expenditure.

D. Receipt of grant for CSR activities: In case a 
company receives a grant from others for carrying 
out CSR activities, the CSR expenditure should be 
measured net of the grant. 

Surplus from CSR activities - income

Rule 6(2) of the CSR Rules requires that the surplus 
arising out of the CSR projects, programmes or activities 
should not form part of the business profit of a company. 
The technical guide requires that the fact should be 
stated by the company in its CSR policy.

The Framework for Preparation and Presentation of 
Financial Statements issued by the ICAI, defines 
‘income’ as an ‘increase in economic benefits during 
the accounting period in the form of inflows or 
enhancements of assets or decreases of liabilities that 
result in increases in equity, other than those relating to 
contributions from equity participants’.

Since the surplus arising out of CSR activities does not 
arise from transactions with shareholders, accordingly, it 
meets the definition of ‘income’ for accounting purposes. 
Therefore, it has been clarified that surplus arising out of 
CSR project, programme, activities would be recognised 
in the statement of profit and loss. Also, since this 
surplus cannot form part of business profits of the 
company, the same should immediately be recognised 
as a liability for CSR expenditure in the balance sheet and 
recognised as a charge to the statement of profit and 
loss. 

Also, in order to compute the limit of two per cent of 
the average net profits criteria as per Section 135 of 
the 2013 Act, such surplus would not be included in the 
computation.

Presentation and disclosure in financial 
statements
The General Instructions for Preparation of Statement 
of Profit and Loss under Schedule III to the 2013 
Act requires a company to disclose the amount of 
expenditure on the CSR activities by way of a note to the 
statement of profit and loss.

The technical guide recommends expenditure on CSR 
activities to be presented as a separate line item under 
the term ‘CSR expenditure’ in the statement of profit and 
loss. Further, the relevant note should disclose the break-
up of various heads of expenses based on nature and 
materiality included in the line item ‘CSR expenditure’. 
This should, inter alia, includes, amount approved by the 
board to be spent during the year, amount spent during 
the year on construction/acquisition of assets and other 
purposes and details of related party transactions.

Further, in case a company incurs losses, but it meets the 
other criteria for formulating CSR committee, the guide 
still requires companies to disclose the reasons  
for not spending any amount on CSR activities in the 
board’s report. 
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Amendments made under the Companies (Amendment) Act, 2019 (yet to be notified)

Once the amendments made by the Companies (Amendment) Act, 2019 would come into effect, ICAI in its  
guide requires following disclosures to be made by companies in their notes to accounts:

Consider this

Companies would also be required to disclose the amount of provision recognised in pursuance of its liability 
in case of ongoing and other projects and an asset would be recognised in case of excess CSR spent (as 
discussed above).

• The technical guide is expected to bring uniformity in application of CSR accounting 
by companies in India. With the detailed disclosure on CSR expenditure and activities 
undertaken pursuant to the provisions under the 2013 Act, it also aims to bring greater 
transparency in the area of accounting of CSR related expenditure.

• Amid COVID-19 outbreak, the scope of eligible CSR activities as prescribed under 
Schedule VII to the 2013 Act has been widened to include expenditure on various 
activities related to COVID-19 such as promotion of healthcare including preventive 
healthcare and sanitation, disaster management and contribution to PM CARES Fund. 

• The guide also incorporates accounting of new provisions consequent to amendments 
made by the Companies (Amendment) Act, 20196 and proposed by the Companies 
(Amendment) Bill, 2020. Companies should take cognisance of the requirements as 
once notified it would lead to a big shift in their current accounting of CSR expenditure. 
Companies should look out for further developments in this area.

Unspent amount on CSR

Opening  
balance

Amount 
deposited in 

specified fund 
within six months

Amount required 
to be spent during 

the year

Amount spent 
during the year

Closing  
balance

Excess amount spent on CSR: 

Opening  
balance

Amount required to be 
spent during the year

Amount spent during 
the year

Closing  
balance

Details of ongoing project in addition to below:

Opening balance Amount  
required to be 
spent during 

the year

Amount spent during 
the year

Closing  
balance

With 
company

In separate 
CSR 

unspent 
A/c

From 
company’s 
bank A/c

From 
separate 

CSR 
unspent 

A/c

With 
company

In
separate CSR
unspent A/c

6. Yet to be notified. 

 Accounting and Auditing Update - Issue no. 48/2020 16

© 2020 KPMG Assurance and Consulting Services LLP, an Indian Limited Liability 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.



© 2020 KPMG Assurance and Consulting Services LLP, an Indian Limited Liability 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.

Accounting and Auditing Update - Issue no. 48/2020 17 Accounting and Auditing Update - Issue no. 48/2020 17

Regulatory  
updatesC

h
ap

te
r 

4

© 2020 KPMG Assurance and Consulting Services LLP, an Indian Limited Liability 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.



© 2020 KPMG Assurance and Consulting Services LLP, an Indian Limited Liability 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.

 Accounting and Auditing Update - Issue no. 48/2020 18

MCA issued amendments to Ind AS including accounting for rent concessions and 
interest rate benchmark reforms
In line with the amendments made to International Financial Reporting Standards (IFRS), on 24 July 2020, the 
Ministry of Corporate Affairs (MCA) has issued amendments to certain Ind AS as summarised below.

Standard Summary of amendments

Ind AS 1, 
Presentation 
of Financial 
Statements and Ind 
AS 8, Accounting 
Policies, Changes 
in Accounting 
Estimates and Errors

• Refined definition of term ‘material’ and related clarifications.

Ind AS 10, Events 
after the Reporting 
Period

• Minor change in reference of users of financial statements.

Ind AS 103, Business 
Combinations

• Revised definition of a ‘business’. 

• Introduction of an optional concentration test to permit a simplified assessment of 
whether an acquired set of activities and assets is not a business. 

• Additional guidance on how to assess whether an acquired process is substantive, 
if the acquired set of activities and assets does not have outputs and if it does have 
outputs.

Ind AS 107, Financial 
Instruments: 
Disclosures

• Additional disclosures pertaining to interest rate benchmark reforms.

Ind AS 109, Financial 
Instruments

• Modification to some specific hedge accounting requirements to provide relief to the 
potential effects of uncertainty caused by the interest rate benchmark (IBOR) reform.

Ind AS 116, Leases • Practical expedient which permits lessees not to account for COVID-19 related rent 
concessions as a lease modification.

(Source: KPMG in India’s analysis, 2020 basis amendments to Ind AS made by MCA)

Effective date: The amendments are effective from 
annual reporting periods beginning on or after 1 April 
2020. However, with respect to Ind AS 116, in case a 
lessee has not yet approved the financial statements 
for issue before the issuance of the amendments, then 
the same may be applied for annual reporting periods 
beginning on or after 1 April 2019.

(Source: MCA notification no. G.S.R. 463(E) dated  
24 July 2020)
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Extension of last date of filing Form NFRA-2 
An auditor of a company and a body corporate covered 
under the National Financial Reporting Authority (NFRA) 
Rules, 2018 is required to furnish an annual return (in 
Form NFRA-2) with the NFRA.

The MCA through a circular dated 6 July 2020 provided 
that the due date of filing Form NFRA-2 for the 
financial year 2018-19 will be 270 days from the date of 
deployment of the form on the website of NFRA. The 
form has been deployed on 9 December 2019 on the 
NFRA website. 

(Source: MCA general circular no. 26/2020 dated 6 July 
2020)

SEBI relaxations amid COVID-19
Extension of timeline for filing financial results

The Securities and Exchange Board of India (SEBI) has 
extended the timeline for submission of financial results 
under Regulation 33 of the SEBI (Listing Obligations and 
Disclosure Requirements) Regulations, 2015 (Listing 
Regulations) for the quarter/half-year/financial year ended 
30 June 2020 up to 15 September 2020.

(Source: SEBI circular no. SEBI/HO/CFD/CMD1/
CIR/P/2020/140 dated 29 July 2020)

InvITs and REITs

Recently, SEBI has provided following relaxations to the 
Infrastructure Investment Trusts (InvITs) and Real Estate 
Investment Trusts (REITs):

• Conduct of meeting through VC or OAVM: SEBI has 
permitted InvITs and REITs to conduct meeting of their 
unitholders through Video Conferencing (VC) or Other 
Audio-Visual Means (OAVM) subject to a prescribed 
procedure. The facility to conduct meeting through VC 
or OAVM is available for annual meeting of unitholders 
to be held during the calendar year 2020. Meetings 
of unitholders, other than annual meeting, can be 
conducted through VC or OAVM up to 30 September 
2020.

• Extension in timeline for regulatory filings and 
compliances: The due date for regulatory filings and 
compliances for InvITs and REITs for the period ended 
31 March 2020 has been extended by one month over 
and above the timelines prescribed under SEBI circular 
(no. SEBI/HO/DDHS/CIR/ P/2020/42) dated 23 March 
2020.

(Source: SEBI circular no. SEBI/HO/DDHS/DDHS/
CIR/P/2020/102 dated 22 June 2020 and circular no. SEBI/HO/
DDHS/DDHS/CIR/P/2020/114 dated 1 July 2020)

Companies with listed NCDs/NCRPS/CPs

Currently, an issuer is required to submit its latest 
audited financials which should not be older than six 
months while listing its Non-Convertible Debentures 
(NCDs)/Non-Convertible Redeemable Preference Shares 
(NCRPS)/Commercial Papers (CPs). However, compliant 
listed entities are permitted to use unaudited financials 
with limited review in lieu of the audited financials for 
the interim period subject to the condition that these 
unaudited financials should not be older than six months.

Relaxation

SEBI through a circular dated 15 July 2020 has permitted 
listed issuers who have issued NCDs/NCRPS/CPs on or 
after 1 July 2020 and intend to list them on or before 31 
July 2020 to use available financials as on 31 December 
2019.

(Source: SEBI circular no. SEBI/HO/DDHS/
CIR/P/2020/121 dated 15 July 2020)

Rights issue

SEBI through a circular dated 24 July 2020 has 
extended the validity of relaxations granted from certain 
requirements of the SEBI (Issue of Capital and Disclosure 
Requirements) Regulations (ICDR Regulations) pertaining 
to rights issue opening up to 31 December 2020 
(earlier up to 31 July 2020). The relaxations relate to the 
following:

• Requirement of sending physical copy of abridged 
letter of offer: If an issuer fails to dispatch a copy of 
an abridged letter of offer, application form and other 
issue material to shareholders through registered 
post, speed post or courier services due to prevailing 
COVID-19 related conditions, then it would not be 
treated as a non-compliance. 
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• Dematerialised Rights Entitlements (REs): The 
physical shareholders who have not been able to open 
a demat account or are unable to communicate their 
demat details for credit of REs within two working 
days prior to the issue closing date are allowed to 
submit their application subject to the specified 
conditions.

• Digital certifications: Authentication/certification/
undertaking(s) in respect of all offer documents filed 
up to 31 December 2020 may be done using digital 
signature certifications.

(Source: SEBI circular no. SEBI/HO/CFD/DIL1/
CIR/P/2020/136 dated 24 July 2020) 

Takeovers and buy-back

SEBI through a circular dated 27 July 2020 has further 
extended the validity of relaxations granted from certain 
provisions of the SEBI (Substantial Acquisition of Shares 
and Takeovers) Regulations, 2011 (Takeover Regulations) 
and SEBI (Buy-back of securities) Regulations, 2018 (Buy-
back Regulations) pertaining to open offers and buy-back 
through tender offers opening up to 31 December 2020 
(earlier up to 31 July 2020).

As per the relaxations, letter of offer and/or tender 
form and other offer related material may be served to 
the shareholders through electronic mode subject to 
specified conditions.

(Source: SEBI circular no. SEBI/HO/CFD/DCR2/
CIR/P/2020/139 dated 27 July 2020)

Amendments to SEBI Regulations
Insider Trading Regulations

SEBI through a notification dated 17 July 2020 has issued 
certain amendments to the Insider Trading Regulations. 
The key amendments are as follows:

• Maintenance of structured digital database: As per 
the amendment, in addition to the board of directors, 
head(s) of the organisation of every person required 
to handle Unpublished Price Sensitive Information 
(UPSI) should ensure that a structured digital database 
is maintained. The database should contain the nature 
of the UPSI, names of persons who have shared 
the information and also names of persons with 

whom information is shared along with the Permanent 
Account Number (PAN) or any other authorised 
identifier in the absence of PAN. The database should 
not be outsourced and should be maintained 
internally with adequate internal controls and checks 
such as time stamping and audit trails to ensure non-
tampering of the database.

 (Emphasis added to highlight the change)

• Preservation of database: The structured digital 
database is required to be preserved for a period of 
at least eight years after completion of the relevant 
transactions. In the event of receipt of any information 
from SEBI regarding any investigation or enforcement 
proceedings, the relevant information in the structured 
digital database should be preserved till the completion 
of such proceedings.

• Code of conduct: The code of conduct formulated by 
the listed company to monitor trading by designated 
persons should specify that in case of any violation 
of the provisions of the Insider Trading Regulations, 
it would promptly inform to the stock exchange(s) 
where concerned securities are traded in such form 
as may be specified (earlier the requirement was to 
inform SEBI). 

Further, any amount collected on account of disciplinary 
actions, including wage freeze, suspension, recovery, 
is required to be remitted to SEBI for credit to the 
Investor Protection and Education Fund. 

(Emphasis added to highlight the change)

The amendments are effective from 17 July 2020.

(Source: SEBI notification no. SEBI/LAD-NRO/
GN/2020/23 dated 17 July 2020)

ICDR Regulations

Currently, Regulation 164 of the ICDR Regulations 
prescribes the criteria for pricing of equity shares to be 
allotted pursuant to the preferential issue.

Amendment

SEBI through a notification dated 1 July 2020 has 
introduced an optional pricing mechanism as per which 
the price of the equity shares to be allotted pursuant to 
the preferential issue can be determined in accordance 
with Regulation 164 or in a manner prescribed in 
Regulation 164B (newly introduced).
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As per Regulation 164B, the price of the equity shares to 
be allotted pursuant to the preferential issue should not 
be less than higher of the average of the weekly high 
and low of the volume weighted average price of the 
related equity shares quoted on the recognised stock 
exchange during: 

• 12 weeks preceding the relevant date or 

• Two weeks preceding the relevant date.

The above-mentioned optional pricing method should 
be availed in case of allotment by preferential issue 
made between 9 July 2020 and 31 December 2020. 
Additionally, the specified securities allotted on a 
preferential basis using the given pricing option would 
be subject to a lock-in period of three years.

The provisions are effective from 9 July 2020.

(Source: SEBI notification no. No. SEBI/LAD-NRO/
GN/2020/21 dated 1 July 2020)

Takeover Regulations

Currently, Takeover Regulations requires an acquirer 
to deposit an amount equivalent to the consideration 
payable under the open offer in an escrow account 
towards security for performance of its obligations in the 
following manner:

The deposit in the escrow amount could be in the form 
of cash, bank guarantee and freely transferable equity 
shares/securities.

Amendment

SEBI through a notification dated 1 July 2020 has 
amended the Takeover Regulations. As per the 
amendment, in case of indirect acquisitions where 
public announcement has been made, an acquirer is 
required to deposit an amount equivalent to 100 per 
cent of the consideration payable in the open offer in the 
escrow account.

Consideration 
payable under the 
open offer 

Escrow amount

On the first INR500 
crore

An amount equal to 25 per cent 
of the consideration

On the balance 
consideration

An additional amount equal 
to 10 per cent of the balance 
consideration.

Additionally, in such cases, deposit in the form of freely 
transferable equity shares or other freely transferable 
securities in the escrow account would be ineligible.

Further, in case the acquirer is unable to make payment 
to the shareholders who have accepted the open offer 
within prescribed period, the acquirer would be liable to 
pay an interest of 10 per cent per annum for the period 
of delay to all such shareholders whose shares have 
been accepted in the open offer.

The provisions are effective from 1 July 2020.

(Source: SEBI notification no. SEBI/LAD-NRO/
GN/2020/20 dated 1 July 2020)

Extension of timeline for finalisation of 
balance sheet by applicable NBFCs
Currently, applicable Non-Banking Financial Companies 
(NBFCs) as defined under the Systemically Important 
Non-Deposit taking Company and Deposit taking 
Company (Reserve Bank) Directions, 2016 and Non-
Systemically Important Non-Deposit taking Company 
(Reserve Bank) Directions, 2016 are required to finalise 
their balance sheets within a period of three months 
from the date to which it pertains.

Relaxation

Recently, the Reserve Bank of India (RBI) through a 
notification dated 6 July 2020 has permitted applicable 
NBFCs to finalise their balance sheets within a period 
of three months from the date to which it pertains or 
up to the date as notified by SEBI for submission of 
financial results by listed companies.

(Source: RBI notification no. RBI/2020-2021/11 dated 6 
July 2020)
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Clarification on implementation of Ind AS 
by NBFCs and ARCs
Background

On 13 March 2020, the RBI issued regulatory guidance 
for implementation of Ind AS by NBFCs and Asset 
Reconstruction Companies (ARCs). The guidance, 
inter alia, provides manner of determination of ‘owned 
funds’, ‘net owned funds’ and ‘regulatory capital’. 
According to it, any net unrealised gains arising on fair 
valuation of financial instruments should be reduced 
from owned funds, however, net losses should be 
considered.

New development

The RBI through a notification dated 24 July 2020 has 
clarified that the unrealised gain/loss on a derivative 
transaction undertaken for hedging is permitted to 
be offset against the unrealised loss/gain recognised 
in the capital (either through profit or loss or through 
other comprehensive income) on the corresponding 
underlying hedged instrument. 

However, if after such offset and netting with 
unrealised gains/losses on other financial instruments, 
there are still net unrealised gains, the same should be 
excluded from regulatory capital. It further clarified that 
the unrealised gains/losses would be considered net of 
the effect of taxation. 

(Source: RBI notification no. RBI/2020-2021/15 dated 24 
July 2020)

RBI issued revised instructions for credit 
flow to MSME sector
Basis the revised definition of Micro, Small and Medium 
Enterprises (MSME) notified by the Ministry of MSME, 
RBI through a notification dated 2 July 2020 has updated 
instructions relating to credit flow to MSME sector by 
banks, All-India Financial Institutions and NBFCs. The 
instructions, inter alia, includes: 

• Composite criteria of investment and turnover for 
classification 

• Calculation of investment in plant and machinery or 
equipment and 

• Calculation of turnover. 

The revised instructions supersede the instructions 
issued by RBI on 4 April 2007 except those relating to 
delayed payment to micro and small enterprises.

(Source: RBI notification no. RBI/2020-2021/10 dated 2 
July 2020)

ICAI issued guidance note on CARO 2020 
and related MCQs
On 1 July 2020, the Institute of Chartered Accountants 
of India (ICAI) has issued a ‘Guidance Note on The 
Companies (Auditor’s Report), 2020 (CARO 2020)’ which 
contains detailed guidance on all the clauses of CARO 
2020. The guidance note supersedes the ‘Guidance 
Note on CARO 2016’ for audits of financial statements 
for periods beginning on or after 1 April 2020.

Additionally, on 13 July 2020, ICAI has issued Multiple 
Choice Questions (MCQs) on Guidance Note on CARO 
2020. The publication contains number of MCQs on 
guidance on various clauses of CARO 2020 given in the 
Guidance Note on the CARO 2020.

(Source: ICAI announcements dated 1 July 2020 and 13 
July 2020)
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Educational material on Ind AS 38, 
Intangible Assets
On 14 July 2020, ICAI has issued an educational 
material on Ind AS 38. The publication aims to provide 
guidance on implementation of the requirements of the 
standard with the help of examples. It also covers major 
differences between Ind AS 38, IAS 38, Intangible Assets 
and AS 26, Intangible Assets.

(Source: ICAI announcement dated 14 July 2020)

IRDAI extended moratorium period of term 
loans by insurers
The Insurance Regulatory and Development Authority of 
India (IRDAI) through a notification dated 7 July 2020 has 
further extended the moratorium in respect of term loans 
by three months. Accordingly, in respect of term loans, 
insurers are permitted to grant a moratorium towards 
payment of installments falling due between 1 June 2020 
to 31 August 2020. 

The repayment schedule for such loans as also the 
residual tenor, will be shifted across the board by three 
months subsequent to moratorium period. Interest will 
continue to accrue on the outstanding portion of the term 
loans during the moratorium period. 

Concurrent auditors would be required to confirm that 
the insurers have complied with the board approved 
policy in granting moratorium in their reports for the 
quarter ending September 2020.

(Source: IRDAI circular no. IRDA/F&I/CIR/INV 
/181/07/2020 dated 7 July 2020)

Amendments to IAS 1 
On 23 January 2020, the International Accounting 
Standards Board (IASB) issued narrow-scope 
amendments to International Accounting Standard 
(IAS) 1, Presentation of Financial Statements to clarify 
how to classify debt and other liabilities as current or 
non-current. The amendments were made effective for 
annual reporting periods beginning on or after 1 January 
2022.

Recently, IASB through an announcement has deferred 
the effective date by one year to provide companies 
with more time to implement any classification changes 
resulting from those amendments. Accordingly, the 
amendments are now effective for annual reporting 
periods beginning on or after 1 January 2023. 

(Source: IASB announcement dated 15 July 2020) 
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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 that are based on the evolving global 
financial reporting framework.

Guidance on subsequent events owing to COVID-19

17 June 2020 

Financial statements of companies may be affected by 
certain events that occur after the date of the financial 
statements but before they are approved by the board of 
directors of the company for issue, commonly referred as 
‘subsequent events’

Due to coronavirus (COVID-19) pandemic and the 
uncertainty that it has unleashed, it has become more 
important than before that management and auditors of 
companies are vigilant to subsequent events and provide 
appropriate adjustment or disclosure for these events in 
order to enhance the quality of financial reporting.

Recently, the Institute of Chartered Accountants of India (ICAI) and the 
International Accounting and Auditing Standards Board (IAASB) have issued 
guidance on ‘subsequent events’ arising on account of COVID-19. The guidance 
specifies management considerations while assessing events occurring after the 
date of financial statements along with auditor’s responsibilities. 

In this issue of First Notes, we cast our lens on the matters relevant for 
management while evaluating subsequent events arising as a result of the 
pandemic as highlighted in the guidance.

First Notes

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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Voices on Reporting (VOR) 
KPMG in India is pleased to present Voices on Reporting (VOR) - a 
series of knowledge sharing calls to discuss current and emerging 
issues relating to financial reporting.

On 21 July 2020, KPMG in India released its VOR – quarterly updates 
publication for the quarter ended 30 June 2020. The publication provides a 
summary of key updates from the Securities and Exchange Board of India, 
the Ministry of Corporate Affairs, the Institute of Chartered Accountants of 
India and the Reserve Bank of India 

To access the publication, please click here.
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