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Messages

O President, ICAI

I am pleased to know that Financial Reporting Review
Board (FRRB) has come up with the new initiative to
update the members as well as other stakeholders on the
pertinent issues of financial reporting. | believe this 'Did
You Know' Series, by which FRRB tries to educate the
members on common non-compliances in the financial
reporting pertaining to Accounting Standards, Standard
of Auditing, Companies Act, 2013, CARO etc., will not only
help our esteemed members in their professional
endeavors but also help the preparers of the financial
statements.

| congratulate Chairman and Vice-chairman of FRRB as
well as learned members of the Board for their efforts and
contributions towards moving forward for better quality
financial reporting.

.

CA Atul Kumar Gupta

O Vice President, ICAI

.

- %)

I am extremely happy to acknowledge the sincere
effort of the Financial Reporting Review Board who has
come up with very informative and knowledgeable 'Did
you know ' series to bring out the commonly observed
non compliances in the financial reporting framework
so that these can be avoided while preparing and
auditing the financial statements.

| congratulate CA. Aniket S Talati, Chairman, FRRB, CA.
Babu Abraham Kallivayalil, Vice Chairman, FRRB and
members of the Board in keeping up the good work of
the Board.

CA Nihar N Jambusaria

S Chairman, FRRB

With the immense pleasure, on behalf of the profession
and the Institute, let me mention with pride that the FRRB
-ICAIl had launched its series “Did you know Series?” on
the twitter platform, in August 2020, by which it tries to
educate the preparers of financial statements, auditors
and other stakeholders about the compliances with
various financial reporting requirements and is doing
extremely well on the twitter platform with more than
2100 followers till date.
I wish to thank all the present and the past Board
members, Technical Reviewers, Financial Review
Reporting Groups and the entire team of FRRB for their
efforts in bringing out this brochure.

CA Aniket S Talati

.

S Vice- Chairman, FRRB

To enhance knowledge of members about changes in
financial reporting framework and to apprise them on
common non-compliances in audited financial
statements observed by the Board, FRRB-ICAI has
brought out the “Did you know Series?” by posting
regular updates on the twitter account. This will be of
immense benefit to members who conduct audit under
Ind AS environment.

My heartfelt congratulations to our Chairman,
CA Aniket S. Talati and all Board members for their
support and guidance in bringing out the series. |
would also like to thank the entire team of FRRB for
their continuous efforts and hard work in developing a
strong presence on the social media.

CA Babu Abraham Kallivayalil




The Financial Reporting Review Board (FRRB) was constituted by the
Institute of Chartered Accountants of India (ICAI) in the year 2002.

Objective

To develop and maintain an environment of sound financial reporting which is
important to promote investor confidence in audited financial statements.

Board Composition

Composition of the FRRB for the Council Year 2020-21

len i %
CA. Aniket Sunil Talati, CA. Babu Abraham Kallivayalil,
Chairman Vice Chairman

CA. Shriniwas Yeshwant Joshi  CA. Charanjot Singh Nanda CA. Ranjeet Kumar Agarwal CA. Dheeraj Kumar Khandelwal CA. Hans Raj Chugh Adv. Vijay Kumar Jhalani

Special Invitees

Shri Anil Gupta
(C&AG)
(retired during the year)

smt Mamta A Matta 1 ShriBalaji Venkataramanan [ Shri T TVVPS Chakravarti
(C&AG) ; (IRDA) ; (SEBI)




Scope of review conducted by FRRB

Review of the general purpose financial statements of enterprises and
auditor's report thereon with a view to determine, to the extent possible:

Compliance with the
disclosure requirements
prescribed by Compliance with the

regulatory bodies, reporting obligations
statutes and rules and of the auditor.

regulations relevant to
the enterprise; and

Compliance with the
generally accepted
accounting principles
in the preparation and
presentation of
financial statements;

Selection of Enterprises for Review

The Board reviews the general purpose financial statements and the auditor’s report of the
following:

Enterprises wherein
serious accounrting

Enterprises selected . o
irregularities have

t
as suo moto been highlighted by

the media reports




Review Mechanism

( 3 Tier Review )
) V4

Level 1 Level 2

Technical
Reviewer Financial

(TR) Reporting Review
Group (FRRG)

Level 3

Financial
Reporting Review
Group (FRRB)

(Action taken after the review)
) V4

Material
Non-compliance
affecting True & Fair
view of the Financial
Statements

Action
against the

Action against :
the Auditor(s): Enterprise: Inform

irregularity to the
regulatory body
relevant to the
enterprise

Refer the case to
the Director
(Discipline)

Non-compliance,
which are not
material and does
not affect the True
& Fair view of the
Financial
Statements

Bring the
non-compliance to the
attention of the auditor by
way of advisory. To make
regulatory mechanism of
the Institute more effective
share relevant details with
Peer Review Board so that
it may accordingly be
considered during the
Peer Review




Spreading awareness amongst the members

02

Twitter

Webinars & 03 Articles
Seminars

Publications
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Glimpse of Events during the year

N &
Babu Abraham Kalllvayalll

CA. Atul Kumar Gupta, President ICAl and CA. Nihar N Jambusaria, Vice - President ICAl addressing at National Webinar by
FRRB held at New Delhi on 06.11.2020 and 07.11.2020 along with the CA. Aniket Sunil Talati, Chairman, FRRB and CA. Babu
Abraham Kallivayalil, Vice-Chairman, FRRB and CA. Hans Raj Chugh, Member FRRB.

..lu

CA.AniketTaIall Chmnnan, FRRB - ICAl

CA. vishal Doshi - Vice Chairman [{

E CA. Lalit Bajaj - Chairman

CA. Anand Jakhotiya - Treasurer

Y ., i
! : RQ;\' ri l
> N CA. Ravi Kumar Somani - Contributer

CA. Sheetal Sharma - Cordinator CA. Arpit Kabra - RCM CA. Chandan Rathi - Contributer

CA. Aniket Sunil Talati, Chairman, FRRB, CA. Lalit Bajaj, Chairman, WIRC of ICAI, CA. Vishal P. Doshi, Vice-Chairman of
WIRC of ICAI and CA. Anand Jakhotiya, Treasurer, WIRC of ICAI along with the Regional Council Members at the Virtual
CPE Meeting on Financial Reporting - Aspects & Analysis duly organised by FRRB and hosted by WIRC of ICAI on
20.12.2020




T — o
)

SENINAR ON
FINANCIAL REPORTI: SPEs i g

20" December, 2020 (Sunday)

Organisedby: Financial Reporting Rg

CA. Aniket Sunil Talati, Chairman FRRB (through video conferencing), CA Ranjeet Kumar Agarwal, Central
Council Member and Member FRRB, CA. Bibhu Prasad Mohapatra, Chairman, Bhubaneswar Branch of EIRC of
ICAI, CA. Sunil Kumar Sahoo, Vice-Chairman, EIRC of ICAI at Seminar on Financial Reporting: Aspects and
Analysis duly organised by FRRB and hosted by WIRC of ICAlI on 20.12.2020

I TlTUTE OF CHARTERED ACCOUNTANTS OF INDIA -
RAJKOT BRANCH

An Intezactive ¥det WithE>
Hon'ble Prg . Pres

CA. Atul Kumar Gupta, President ICAI and CA. Nihar N Jambusaria, Vice - President ICAI, CA. Aniket Sunil
Talati, Chairman, FRRB along with CA. Jay Chhaira and CA. Anil Bhandari, Central Council Members of ICAI,
CA Vinay Sakariya, Chairman, Rajkot Branch of WIRC of ICAI and CA Hardin Vyas, Vice Chairman, Rajkot
Branch of WIRC of ICAI at Seminar on “Commonly observed errors in Financial Statements with respect to
Accounting Standard” on 16.01.2021duly organised by FRRB and hosted by WIRC of ICAI.

CA. Atul Kumar Gupta, President ICAI and CA. Nihar N Jambusaria, Vice - President ICAI, CA. Aniket Sunil
Talati, Chairman, FRRB along with CA. Karan Thacker and CA. Jitendra Thacker, Chairman of Gandhidham and
Bhuj Branch of WIRC of ICAI respectively at Seminar on Commonly found non-compliances on Accounting
Standards, Schedule Il and lll of the Companies Act, 2013 on 17.01.2021 duly organised by FRRB and hosted by
Gandhidham Branch of WIRC of ICAL.




Links to access video at ICAI TV:

1. http://icaitv.com/video/1288/ind-day-1-video-commonly-found-non-compliances-
india-accounting-standards

2. http://icaitv.com/video/1289/auditing-assurance-day-2-video-commonly-found-non-
compliances-caro-2016-schedule-ii
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FRRB was formed in 2002 to carry out the review of

financial statements to determine compliance with
accounting principles and disclosure requirements.
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link to purchase:-

https://icai-cds.org/

Link to view articles published by FRRB access

https://icai.org/post/financial-reporting-review-board







& https/icaiorg/ 5,012.0 E T P
- B4 frrb@icaiin 20, 4500 v

—— W @frrbicai : - * N7

9 Did You Know "_
\/ '

It was noted that some of the accounting policies were ||

/ ° e : 0 i disclosed under the heading ‘Significant Accounting *

=

Policies’ and other policies were scattered throughout
the financial statement in form of notes.

All the accounting policies should be disclosed at one ’

place in the financial statements as per the requirement
of paragraph 25 of AS 1.

The Institute of Chartered Accountants Of India

Financial Reporting Review Board (FRRB)
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In the cash Flow Statement of a financiol 1
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as operating activity as 14 of AS-3-
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NP,

In case of non-financial enterprises, the
interest income has been adjusted from *
cash flows from financing activities.

As per Para 30, in case of non - financial
enterprises, interest/dividend income
should be classified as cash flows from

investing activities.
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Did You Know ?
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Q

1t is noted that the
completion and estimated cost necessary
to make sale, were not deducted from
estimated selling price in order to arrive at
NRV of inventory.

estimated cost of

>

The requirement of Para 3.2 of AS-2 is not
complied while computing the NRV for
valuation of the inventory.

AV

The Institute of
Financial Reporting

Review Board (FRRB)
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1t was noted that §
described as taken, valued
by the management.

the ‘Guidance note on audit of

es’ auditor should advise their
client to omit the expression as taken,
valued and certified by the management’
inthe Financial statements.

- As per
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The Institute of Chartered Accountants Of India
Financial Reporting Review Board (FRRB)

' Did You Know ?

Profit on sale of investments was included
in the Revenue from operations.

As per Para 4.1 of AS-9, profit from sale of
investment should not be included in
revenue from operations as it is neither
generated from sale of goods/ services nor
from the use of enterprise resources and it
does not arise from ordinary activities of
the enterprise.

Please visit at link : https://icai.org/post/financial-reporting-review-board @ httpsi/ficaiorg/ [ frrb@icaiin W @Frrbicai

Did You Know ?

Revenue recognition policy of an enterprise
merely stated that the revenue is recognised on
accrual basis.

It was viewed that the revenue should be
recognised when all the significant risks and
rewards of ownership have been transferred to
the buyer and no significant uncertainty exist
regarding the amount of consideration as per
Para 11 of AS-9.

The Institute of Chartered Accountants Of India
Financial Reporting Review Board (FRRB)

The Institute of Chartered Accountants Of India
Financial Reporting Review Board (FRRB)

. | Did YouKnow ?

I It has been observed that the revenue As per Para 12 of AS-9, revenue from
+ from services is recognised when the - services should be recognised either
fees is determined and billed. under proportionate completion

method or completed services method.
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Did You Know ?
=

was netted off against

rom trade dues
Finance cost in the

interest income f
0 the interest expense under the
staternent of profit & loss.

1t viewed that as per para 3 and 4 of General Instructions
Q f the Profit & loss as given in Part i
s Act 2013, interest
expense should be disclosed under the head ‘Finance
cost' and interest income from trade dues should be
disclosed under the head ‘other income’, rather than

netting it off from finance cost.

for the preparation ©
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) The Institute of chartered Accountants of India
Financial Reporting Review Board (FRRB)
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The Institute of chartered Accountants of India
) Financial Reporting Review Board {FRRB)

'

pid You Know ?

Corporate Governance Report disclosed that the shares are
held by non-resident shareholders and Flis. Further noted
from FS that company paid dividend during the year-

The dividend remitted in foreign currency along with
specific mention of number of shareholders and shares
held should have been disclosed in the notes 1 the
statement of Profit & LosS in line with para 5 (viii){d) of
General Instructions for preparation of statement of Profit &
Loss given in part I} of schedule 1!l of the Companies Act 2013

i) https:i[icai.org! = frrb@ical.in L' J (@frrbical

please visit at link: https://icaLorg[post/financial—reporting—review- poard

h The institute of Chartered Accountants of India
) Financial Reporting RevieW Board (FRRB)

@ sunpinGS

(3] FACTORIES |

o

The comparative figures of previous year relating t© opening pbalapc®
of fixed assets, addit'lons/ [deduction), other adjustments, deprecatiofl EQU‘PMENT

charged for each class of fixed assets Was not disclosed.

- vmm

- r Preparation of Balance Sheet
and statement of Profit And LOSS, the corresponding amounts
[comparat'lves) for the immediately preceding petiod should have
been reported for all the items including notes. Further, 2

reconciliation of the gross and net carrying amounts of each class of
assets at the peginning and end of the reporting period is required as

per Para 61 (iii), Part | of Schedule W of the Ccompanies Act 2013

ps:[[icai.org/post/’financial-reporting—review-board

& ht‘tps:liica’l,orgi 4 frib@ical.in W @frrbicai please visit at Jink : htt

L 3 —
The Institute of chartered Accountants of India
Financial Reporting Review Board {(FRRB)

Export penefit was disclosed as revenue from operation.

Revenue in the nature of export incentive should have
been disclosed as other operating revenue in fine with
para 917 of the Guidance Note on schedule iUl to the
Companies Act 2013.
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frrib@icai.in
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The Institute of Chartered Accountants Of India
Financial Reporting Review Board (FRRB)

Did You Know ?
v

Non - current Investments have been classified
as investment in subsidiary and investments in
associate.

The said investments should also be classified
into " Trade " or " Other " as per paragraph 6 (k}(i)
of General Instructions for preparation of Balance
Sheet, Part |, Division |, Schedule Il of Companies
Act 2013,

Please visit at link : https://icai.org/post/financial-reporting-review-board
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The Institute of Chartered Accountants Of India
Financial Reporting Review Board (FRRB)
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E)id You Know ?

v
= Capital Advance given for procurement of fixed
N assets was classified under current assets.
™
N
b o Such kind of advances should be disclosed under
e ©

6 L (i) (a) of General Instructions for preparation of
Balance Sheet read with para 8.7.6 of Guidance
Note on Division I, Schedule I11.

g e long term loans and advances as per Paragraph
LI

Please visit at link : https:/ficai.org/post/financial-reporting-review-board




The Institute of chartered Accountants of India g
Financial Reporting Review Board (FRRB)

bid You Know ?

Loan and advance to related parties were
appearing under the schedule of Long term loan
and advances.

As per the paragraph 6 (LiiYic) of General
Instructions for preparation of Balance Sheet, read
with para 876 of Guidance Note on Division I,
Schedule I, the details of loans to related
parties should also have been disclosed.

@ wupssiicaiorg/ A frib@icaiin Y @frrbicai
Please visit at link: htips:// icai.orglpost{f'lnancial-reporting—review-board
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) The Institute of chartered Accountants of India
' Financial Reporting Review Board (FRRB)

E)id You Know ?
v

The extracrdinary items were charged in the
Statement of profit and Loss Account before
charging off the interest and finance cost.

. Q As per the prescribed format of the Statement of
- profit and Loss, Division |, Schedule m of
Companies Act 2013, the depreciation and
finance cost should be charged off before
adjusting extraordinary items.

' Please visit at link : https:]ﬁcé.oi-nancial-reporting-rwiew-board

Financial

Bid You Know ?
v

Under the schedule of short term joan and
advances, MAT credit entitlernent was same inthe
| current year as itwas in the previous year.

if the realisation period of MAT credit
entitlement is beyond 12 months or operating
cycle, whichever is longer, then it should be
classified as non-current asset (para 876 of
Guidance Note, Division |, Schedule {11, Companies
Act 2013}

- — e
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that are N

development have

under capital work in progress:

please Vi

ub head, intangible

ent, under the
esent the

it at link: https:Hica

-

uUnder th

The Par

preparat’ton
of Guidance
Companies
as Other

The
Financial reportingd

agraph 6G )
of Balanceé sheet, read Wi

Note, Division | an

Act 2013 requires t©

payables, spec’rl'ying n
pos’u‘financial

at link: https:i‘]icai.org{

ical.org/ =] frrp@icai.in L J @inbicai

please visit

@ hittps:/

nature

ihe acquiring
i g licences for projects
peen shown

Q in line with format of Balance sheet, gchedule W,
Assets under

Division 1 @ 3
schedule of Fixed Assels

of such
Capital Work in progress.

i.orgipaatff inancial-re

institute of Chartered AC
Review Board

e head Trade payable, sub—head.
was sgundry Creditors - "

-repo

@ nupsiiiicai.ord! 52 frb@ical

porting-raview-board

The ‘Em
] ployee Benefit ¢
wages’ were disciosed.l;sn'twa-

on the fac
e
Account. of Stateme

As
per Paragraph
Preparation of pStaie?ie?iEher .

countants Of ! i

of General |nstructions fofﬁ 5

rt'mg-reviaw



-

E)id You Know ?
L J

The Provision for Bad debts was provided in the
financial statements in spite of considering all the
trade receivables as good. —

Such contradictory information must be
avoided in the financial statements as it creates
ambiguity for the readers of the financial
statements.

@ hittps://icai.org/

B4 frrb@icai.in

W @frrbicai
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The Institute of Chartered Accountants Of India
Financial Reporting Review Board (FRRB) i

' Advance Premium on foreign exchange options
had been included in Short term loan and
advances.

WF As per Paragraph 8.8.6 of Guidance Note, Division
I, Schedule Il of Companies Act 2013, advance
Premium on foreign exchange options should
be disclosed as other current assets in the
financial statements.

@ hittps:/ficai.org/
<4 frib@icai.in
W @frbicai
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Did You Know ?

Short term provision was shown as a part of the
notes to the accounts in the financial statements.

Short term provision should appear as a line
item under the head “Current liabilities” as per
the format of balance sheet prescribed in Part -,
Division |, Schedule |l of the Companies Act 2013.
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Did You Know ?
L

The staff welfare expenses were clubbed under
the line item “other expenses”.

Staff welfare expenses should be disclosed
under the head ‘Employee Benefit Expenses’ in
line with para 5A(ii)(iv) of General Instructions for
Preparation of Statement of Profit and Loss of
Division I, Schedule Il to the Companies Act, 2013.

BENEFITS

EXPENSES

Please visit at link : https://icai.org/post/financial-reporting-review-board
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Did You Know ?

under the note of longd term porrowings, it was
simply disclosed that the term loan have been
secured by assets and personal\y guaranteed by
the directors.

+0 .
/OQ

<

The ‘nature of security’ and taggregate amount
of loan that has been guaranteed by directors’
should be separately disclosed as per paragraph
6 C (0 and (i), respective\yr of General
instructions for preparation of statement of
palance sheet of Division 1 1 schedule Wy of the
Ccompanies Act, 2013

- ¢

please visit at fink: https://"lcai.orgipost}f'\nancial-reporting-review—board ® htrps: fficai.org/ 54 frib@icalin  @fibical

The Institute of Churtered Accountunts of India

Financial Reporting Review Board (FRRB)

The substantial amounts of short-term
borrowings have been disclosed under the
line item 1Other Loans and pdvances’ without
specifying their nature.

.

e Nature of iother loans and advances’ should
be disclosed inline with paragraph 6 (F) )
of General Instructions paration of
statement of Balance sheet of pivision 1
schedule i of the companies Act , 2013.
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Did You Know ?

A line item ‘Balances with Government Authorities'
was appearing under the head of Long-term Loans
and Advances.

per paragraph 876 of Guidance Note on
schedule W, Division 1, the palances with
Government authorities May include balance from
different authorities ViZ, CENVAT[VAT[SerVice
tax/GST Receivable etc. Hence the breakup of such
palances should be disclos and
advances along with their nature as per paragraph
6L (i) @ of General Instructions for preparation of
statement of Balance sheet of Division 1, schedule
i of the Companies Act , 2013,

please visit at link : https://icai.orglpost/financial-reporting-re\liew—board ® hitps:ficai.org/ 5 frib@ical.in w @frbicai




The Institute of Chartered Accountants of India
Financial Reporting Review Board {(FRRB)

SHORT TERM

Under the note of short term loan and advances,

amount receivable from related parties were LO A
disclosed as “other advances".
per P

ph ﬁR(i)(a) of General \nstructions for
ance Sheet of Division |, Schedule
Act, 2013, loan given 10 the
b
edule
h the details th
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Emp
nd staff Welfare ey
disclosed separately.



There \yag share application mMoney pending fo
allotment, however, none of the information relating to it
Was discloseq inthe financia| Statements,

(C)(g) of General lnstructions for
Balance Sheet read with Daragraph 821of
Note of Schedyle I, Division I of the

line
'Shareholders funds’,

Please yijsjt at link ; https://icai.org/post/financial—reporting-review—board
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