ANNEXURE 1

ANNEX 1

Companies (Corporate Social Responsibility Policy) Rules,
2014

In exercise of the powers conferred under section 135 and sub-sections (1) and
(2) of section 469 of the Companies Act, 2013 (18 of 2013), the Central
Government hereby makes the following rules, namely: —

1. Short title and commencement. — (1) These rules may be called the
Companies (Corporate Social Responsibility Policy) Rules, 2014.

(2) They shall come into force on the 1st day of April, 2014.

2. Definitions.- (1) In these rules, unless the context otherwise requires, —
(a) “Act” means the Companies Act, 2013;

(b) “Annexure” means the Annexure appended to these rules;

(c) “Corporate Social Responsibility (CSR)” means and includes but is not
limited to:-

(1) Projects or programs relating to activities specified in Schedule VII to the
Act; or

(i1) Projects or programs relating to activities undertaken by the board of
directors of a company (Board) in pursuance of recommendations of the CSR
Committee of the Board as per declared CSR Policy of the company subject to
the condition that such policy will cover subjects enumerated in Schedule VII
of the Act.

(d) “CSR Committee” means the Corporate Social Responsibility Committee

of the Board referred to in section 135 of the Act.
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(e) “CSR Policy” relates to the activities to be undertaken by the company as
specified in Schedule VII to the Act and the expenditure thereon, excluding

activities undertaken in pursuance of normal course of business of a company;

(f) “Net profit” means the net profit of a company as per its financial statement
prepared in accordance with the applicable provisions of the Act, but shall not
include the following, namely :-

(1). any profit arising from any overseas branch or branches of the company,
whether operated as .a separate company or otherwise; and

(i) any dividend received from other companies in India, which. Are covered

under and complying with the provisions of section135 of the Act:

Provided that net profit in respect of a financial year for which the relevant
financial -statements were prepared in accordance with the provisions of the
Companies Act, 1956 (1 to 1956) shall not be required to be re-calculated in
accordance with the provisions of the Act:

Provided further that in case of a foreign company covered under these rules,
net profit means the net profit of such company as per profit and loss account
prepared in terms of clause (a) of sub-section (1) of section 381 read with
section 198 of the Act.

(2) Words and expressions used and not defined in these rules but defined in

the Act shall have the same meanings respectively assigned to them in the Act.
8. Corporate Social Responsibility. —

(1) Every company including its holding or subsidiary, and a foreign

company
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(2) defined under section (42) of section 2 of the Act having its branch
office or
(i1) the company has specified the project or programs to be undertaken
through these entities, the modalities of utilization of funds on such projects

and programs and the monitoring and reporting mechanism.

(3) A company may also collaborate with other companies for undertaking
projects or programs or CSR activities in such a manner that the CSR
Committees of respective companies are in a position to report separately on

such projects or programs in accordance with these rules.

(4) Subject to provisions of sub-section (5) of section 135 of the Act, the CSR
projects or programs or activities undertaken in India only shall amount to
CSR Expenditure.

(5) The CSR projects or programs or activities that benefit only the employees
of the company and their families shall not be considered as CSR activities in
accordance with section 135 of the Act.

(6) Companies may build CSR capacities of their own personnel as well as
those of their Implementing agencies through Institutions with established
track records of at least three financial years but such expenditure shall not
exceed five per cent of total CSR expenditure of the company in one financial

year.

(7) Contribution of any amount directly or indirectly to any political party
under section 182 of the Act, shall not be considered as CSR activity.

5. CSR Committees.-

(1) The companies mentioned in the rule 3 shall constitute CSR Committee as

under.-
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(1) an unlisted public company or a private company covered under subsection
(1) of section 135 which is not required to appoint an independent director
pursuant to sub-section (4) of section 149 of the Act, shall have its CSR
Committee without such director ;

(i) a private company having only two directors on its Board shall constitute
its CSR Committee with two such directors;

(1ii) with respect to a foreign company covered under these rules, the CSR
Committee shall comprise of at least two persons of which one person shall be
as specified under clause (d) of sub-section (1) of section 380 of the Act and

another person shall be nominated by the foreign company.

(2) The CSR Committee shall institute a transparent monitoring mechanism
for implementation of the CSR projects or programs or activities undertaken
by the company.

6. CSR Policy.-
(1) The CSR Policy of the company shall, inter-alia, include the following

namely:-

(a) a list of CSR projects or programs which a company plans to undertake
falling within the purview of the Schedule VII of the Act, specifying
modalities of execution of such project or programs and implementation
schedules for the same; and

(b) monitoring process of such projects or programs:

Provided that the CSR activities does not include the activities undertaken in

pursuance of normal course of business of a company.
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Provided further that the Board of Directors shall ensure that activities
included by a company in its Corporate Social Responsibility Policy are
related to the activities included in Schedule V11 of the Act.

(2) The CSR Policy of the company shall specify that the surplus arising out of
the CSR projects or programs or activities shall not form part of the business
profit of a company.

7. CSR Expenditure. - CSR expenditure shall include all expenditure including
contribution to corpus, or on projects or programs relating to CSR activities
approved by the Board on the recommendation of its CSR Committee, but
does not include any expenditure on an item not in conformity or not in line

with activities which fall within the purview of Schedule V11 of the Act.

8. CSR Reporting.-

(1) The Board’s Report of a company covered under these rules pertaining to a
financial year commencing on or after the 1st day of April, 2014 shall include
an annual report on CSR containing particulars specified in Annexure.

(2) In case of a foreign company, the balance sheet filed under sub-clause

(b) of sub-section (1) of section 381 shall contain an Annexure regarding

report on CSR.

9. Display of CSR activities on its website. —

The Board of Directors of the company shall, after taking into account the
recommendations of CSR Committee, approve the CSR Policy for the
company and disclose contents of such policy in its report and the same shall
be displayed on the company’s website, if any, as per the particulars specified
in the Annexure.

(File No. 1/18/2013-CL.V)

(Renuka Kumar)

Joint Secretary to the Government of India
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FORMAT FOR THE ANNUAL REPORT ON CSR ACTVITIES TO BE
INCLUDED IN THE BOARD’S REPORT

1. A brief outline of the company’s CSR policy, including overview of
projects or programs proposed to be undertaken and a reference to the web-
link to the CSR policy and projects Or programs.

2. The Composition of the CSR Committee

3. Average net profit of the company for last three financial years

4. Prescribed CSR Expenditure (two per cent. Of the amount as in item 3

above)

5. Details of CSR spent during the financial year.

€)] Total amount to be spent for the financial year;
€)] Amount unspent, if any;
(b) Manner in which the amount spent during the financial year is detailed
below.
1) 1@ 3) (4) () (6) (7) (8)
S. |CSR Sector | Projectsor | Amount | Amount Cumulative | Amount
No. | projector | in programs(1) | outlay spent on expenditure | spent Direct
activity which | Local area | (budget) | the projects | up to the or through
identified. | the or other project | or reporting implementing
project | (2) Specify | or wise | programs period agency*
IS the State Sub heads:
covered | and (1)Direct
district expenditure
where on projects
projects or or
Programs programs.
Was (2)Over-
undertaken heads :
1.
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Total

*Give details of implementing agency:

6. In case the company has failed to spend the two per cent, of the average net
profit of the last three financial years or any part thereof, the company shall
provide the reasons for not spending the amount in its Board report. A
responsibility statement of the CSR Committee that the implementation and
monitoring of CSR Policy, is in compliance with CSR objectives and Policy of
the company.

Sd/- (Chief Executive Sd/- (Chairman Sd/- (Person specified under clause (d) of
Officer or Managing CSR Committee)  sub-section (1) of section 380 of the
Director or Director) Act)(wherever applicable)
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ANNEX 2

Schedule VII of the Companies Act, 2013
(See sections 135)

Activities which may be included by companies in their Corporate Social
Responsibility Policies

Activities relating to:—

(1) eradicating hunger, poverty and malnutrition, promoting preventive health
care and sanitation and making available safe drinking water;

(i) promotion of education including special education and employment
enhancing vocation skills especially among children, women, elderly and the
differently abled and livelihood enhancement projects;

(iii) promoting gender equality, empowering women, setting up homes and
hostels for women and orphans; setting up old age homes, day care centres and
such other facilities for senior citizens and measures for reducing inequalities
faced by socially and economically backward groups;

(iv) ensuring environmental sustainability, ecological balance, protection of
flora and fauna, animal welfare, agroforestry, conservation of natural
resources and maintaining quality of soil, air and water;

(v) protection of national heritage, art and culture including restoration of
buildings and sites of historical importance and works of art; setting up public
libraries; promotion and development of traditional arts and handicrafts;

(vi) measures for the benefit of armed forces veterans, war widows and their
dependents;

(vii) training to promote rural sports, nationally recognized sports, Paralympic
sports and Olympic sports;

(viii) contribution to the Prime Minister’s National Relief Fund or any other
fund set up by the Central Government for socio-economic development and
relief and welfare of the Scheduled Castes, the Scheduled Tribes, other

backward classes, minorities and women;
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(ix) contribution or funds provided to technology incubators located within

academic institutions which are approved by the Central Government;
(x) rural development projects.
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ANNEX 3

Schedule 111 of the Companies Act, 2013
(See section 129)

GENERAL INSTRUCTIONS FOR PREPARATION OF BALANCE
SHEET AND STATEMENT OF PROFIT AND LOSS OF A COMPANY

GENERAL INSTRUCTIONS

1. Where compliance with the requirements of the Act including
Accounting Standards as applicable to the companies require any change
in treatment or disclosure including addition, amendment, substitution or
deletion in the head or sub-head or any changes, inter se, in the financial
statements or statements forming part thereof, the same shall be made
and the requirements of this Schedule shall stand modified accordingly.

2. The disclosure requirements specified in this Schedule are in addition to
and not in substitution of the disclosure requirements specified in the
Accounting Standards prescribed under the Companies Act, 2013.
Additional disclosures specified in the Accounting Standards shall be
made in the notes to accounts or by way of additional statement unless
required to be disclosed on the face of the Financial Statements.
Similarly, all other disclosures as required by the Companies Act shall be
made in the notes to accounts in addition to the requirements set out in
this Schedule.

3. (i) Notes to accounts shall contain information in addition to that
presented in the Financial Statements and shall provide where required
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(a) narrative descriptions or disaggregation of items recognized in those
statements; and(b) information about items that do not qualify for

recognition in those statements.

(if) Each item on the face of the Balance Sheet and Statement of Profit
and Loss shall be cross-referenced to any related information in the
notes to accounts. In preparing the Financial Statements including the
notes to accounts, a balance shall be maintained between providing
excessive detail that may not assist users of financial statements and not

providing important information as a result of too much aggregation.

(i) Depending upon the turnover of the company, the figures appearing
in the Financial Statements may be rounded off as given below:—

Turnover Rounding off

(@) less than one hundred

crore rupees

To the nearest hundreds, thousands, lakhs or

millions, or decimals thereof.

(b) one hundred crore

rupees or more

To the nearest lakhs, millions or crores, or
decimals thereof.

(it) Once a unit of measurement is used, it shall be used uniformly in the

Financial Statements.

5. Except in the case of the first Financial Statements laid before the

Company (after its incorporation) the corresponding amounts
(comparatives) for the immediately preceding reporting period for all
items shown in the Financial Statements including notes shall also be

given.

6. For the purpose of this Schedule, the terms used herein shall be as per the

applicable Accounting Standards.
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Note:—This part of Schedule sets out the minimum requirements for
disclosure on the face of the Balance Sheet, and the Statement of Profit and
Loss (hereinafter referred to as “Financial Statements” for the purpose of this
Schedule) and Notes. Line items, sub-line items and sub-totals shall be
presented as an addition or substitution on the face of the Financial Statements
when such presentation is relevant to an understanding of the company's
financial position or performance or to cater to industry/sector-specific
disclosure requirements or when required for compliance with the

amendments to the Companies Act or under the Accounting Standards.

PART I
BALANCE SHEET
Name of the Company.........ccccecevvenieiinnirieene
Balance Sheetasat.................................... (Rupeesin............ )
Particulars Note |Figures as at the end | Figures as at the end
No. | of current reporting of the previous
period reporting period
1 2 3 4

I. EQUITY AND
LIABILITIES

(1) Shareholders’ funds
(a) Share capital
(b) Reserves and
surplus

(c) Money received
against share

warrants

(2) Share application
money pending

allotment
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(3) Non-current
liabilities
(a) Long-term
borrowings

(b) Deferred tax
liabilities (Net)
(c) Other Long term
liabilities
(d) Long-term
provisions
(4) Current liabilities

(a) Short-term

borrowings
(b) Trade payables
(c) Other current
liabilities
(d) Short-term
provisions
TOTAL
Il. ASSETS
Non-current assets
(1) (a) Fixed assets
(1) Tangible assets
(i) Intangible assets
(i1i) Capital work-in-

progress

(iv) Intangible assets

(b) Non-current

under development
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investments

(c) Deferred tax assets
(net)

(d) Long-term loans and

advances

(e) Other non-current

assets

(2) Current assets
(a) Current investments
(b) Inventories
(c) Trade receivables

(d) Cash and cash

equivalents

(e) Short-term loans

and advances

(f) Other current assets

TOTAL

See accompanying notes to the Financial Statements.
Notes

GENERAL INSTRUCTIONS FOR PREPARATION OF BALANCE
SHEET

1. An asset shall be classified as current when it satisfies any of the

following criteria:—

(a) it is expected to be realized in, or is intended for sale or consumption in,

the company's normal operating cycle;
(b) it is held primarily for the purpose of being traded:;

(c) it is expected to be realized within twelve months after the

reporting date; or
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(d) it is cash or cash equivalent unless it is restricted from being
exchanged or used to settle a liability for at least twelve months
after the reporting date.

All other assets shall be classified as non-current.

2. An operating cycle is the time between the acquisition of assets for
processing and their realization in cash or cash equivalents. Where the
normal operating cycle cannot be identified, it is assumed to have a

duration of twelve months.

3. A liability shall be classified as current when it satisfies any of the

following criteria:—
(@) it is expected to be settled in the company's normal operating
cycle;
(b) it is held primarily for the purpose of being traded;

(c) it is due to be settled within twelve months after the reporting date;

or

(d) the company does not have an unconditional right to defer
settlement of the liability for at least twelve months after the
reporting date. Terms of a liability that could, at the option of the
counterparty, result in its settlement by the issue of equity
instruments do not affect its classification.

All other liabilities shall be classified as non-current.

4. A receivable shall be classified as a “trade receivable” if it is in respect of
the amount due on account of goods sold or services rendered in the

normal course of business.

5. A payable shall be classified as a “trade payable” if it is in respect of the
amount due on account of goods purchased or services received in the

normal course of business.
6. A company shall disclose the following in the notes to accounts.

A. Share Capital

For each class of share capital (different classes of preference shares
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to be treated separately):
(a) the number and amount of shares authorized;

(b) the number of shares issued, subscribed and fully paid, and subscribed
but not fully paid;

(c) par value per share;

(d) a reconciliation of the number of shares outstanding at the beginning and
at the end of the reporting period;

(e) the rights, preferences and restrictions attaching to each class of shares
including restrictions on the distribution of dividends and the repayment

of capital;

(f) shares in respect of each class in the company held by its holding
company or its ultimate holding company including shares held by or by
subsidiaries or associates of the holding company or the ultimate holding
company in aggregate;

(9) shares in the company held by each shareholder holding more than 5 per
cent shares specifying the number of shares held;

(h) shares reserved for issue under options and contracts/commitments for

the sale of shares/disinvestment, including the terms and amounts;

(i) for the period of five years immediately preceding the date as at which

the Balance Sheet is prepared :

(A) Aggregate number and class of shares allotted as fully paid-up
pursuant to contract(s) without payment being received in cash.

(B) Aggregate number and class of shares allotted as fully paid-up by
way of bonus shares.

(C) Aggregate number and class of shares bought back.

() terms of any securities convertible into equity/preference shares issued
along with the earliest date of conversion in descending order starting
from the farthest such date;

(k) calls unpaid (showing aggregate value of calls unpaid by directors and
officers);
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() forfeited shares (amount originally paid-up).
B. Reserves and Surplus
(1) Reserves and Surplus shall be classified as :
(a) Capital Reserves;
(b) Capital Redemption Reserve;
(c) Securities Premium Reserve;
(d) Debenture Redemption Reserve;
(e) Revaluation Reserve;
(F) Share Options Outstanding Account;

(g) Other Reserves (specify the nature and purpose of each reserve
and the amount in respect thereof);

(h) Surplus i.e., balance in Statement of Profit and Loss disclosing
allocations and appropriations such as dividend, bonus shares and

transfer to/from reserves, etc.;

(Additions and deductions since last balance sheet to be shown

under each of the specified heads);

(i1) A reserve specifically represented by earmarked investments shall be

termed as a “fund”.

(iii) Debit balance of statement of profit and loss shall be shown as a
negative figure under the head “Surplus”. Similarly, the balance of
“Reserves and Surplus”, after adjusting negative balance of surplus, if
any, shall be shown under the head “Reserves and Surplus” even if the

resulting figure is in the negative.
C. Long-term Borrowings
(1) Long-term borrowings shall be classified as :
(a) Bonds/debentures;
(b) Term loans :
(A) from banks.

(B) from other parties.
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(c) Deferred payment liabilities;

(d) Deposits;

(e) Loans and advances from related parties;

(f) Long term maturities of finance lease obligations;
(9) Other loans and advances (specify nature).

(i1) Borrowings shall further be sub-classified as secured and unsecured.

Nature of security shall be specified separately in each case.

(iif) Where loans have been guaranteed by directors or others, the aggregate

amount of such loans under each head shall be disclosed.

(iv) Bonds/debentures (along with the rate of interest and particulars of
redemption or conversion, as the case may be) shall be stated in
descending order of maturity or conversion, starting from farthest
redemption or conversion date, as the case may be. Where
bonds/debentures are redeemable by installments, the date of maturity
for this purpose must be reckoned as the date on which the first

installment becomes due.

(v) Particulars of any redeemed bonds/debentures which the company has
power to reissue shall be disclosed.

(vi) Terms of repayment of term loans and other loans shall be stated.

(vii) Period and amount of continuing default as on the balance sheet date in
repayment of loans and interest, shall be specified separately in each

case.
D. Other Long-term Liabilities
Other Long-term Liabilities shall be classified as :
(a) Trade payables;
(b) Others.
E. Long-term provisions
The amounts shall be classified as :

(a) Provision for employee benefits;
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(b) Others (specify nature).
F. Short-term borrowings
(1) Short-term borrowings shall be classified as :
(a) Loans repayable on demand;
(A) from banks.
(B) from other parties.
(b) Loans and advances from related parties;
(c) Deposits;
(d) Other loans and advances (specify nature).

(i1) Borrowings shall further be sub-classified as secured and unsecured.
Nature of security shall be specified separately in each case.

(iif) Where loans have been guaranteed by directors or others, the aggregate
amount of such loans under each head shall be disclosed.

(iv)Period and amount of default as on the balance sheet date in
repayment of loans and interest shall be specified separately in

each case.
G. Other current liabilities
The amounts shall be classified as :
(a) Current maturities of long-term debt;
(b) Current maturities of finance lease obligations;
(c) Interest accrued but not due on borrowings;
(d) Interest accrued and due on borrowings;
(e) Income received in advance;
(f) Unpaid dividends;

(g) Application money received for allotment of securities and due for
refund and interest accrued thereon. Share application money includes
advances towards allotment of share capital. The terms and conditions
including the number of shares proposed to be issued, the amount of
premium, if any, and the period before which shares shall be allotted
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shall be disclosed. It shall also be disclosed whether the company has
sufficient authorized capital to cover the share capital amount resulting
from allotment of shares out of such share application money. Further,
the period for which the share application money has been pending
beyond the period for allotment as mentioned in the document inviting
application for shares along with the reason for such share application
money being pending shall be disclosed. Share application money not
exceeding the issued capital and to the extent not refundable shall be
shown under the head Equity and share application money to the extent
refundable, i.e., the amount in excess of subscription or in case the
requirements of minimum subscription are not met, shall be separately

shown under “Other current liabilities”;
(h) Unpaid matured deposits and interest accrued thereon;
(1) Unpaid matured debentures and interest accrued thereon;
() Other payables (specify nature).
H. Short-term provisions
The amounts shall be classified as :
(a) Provision for employee benefits.
(b) Others (specify nature).
I. Tangible assets
(1) Classification shall be given as :
(@) Land;
(b) Buildings;
(c) Plant and Equipment;
(d) Furniture and Fixtures;
(e) Venhicles;
(f) Office equipment;
(g) Others (specify nature).

(1) Assets under lease shall be separately specified under each class of asset.
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(iii) A reconciliation of the gross and net carrying amounts of each class of
assets at the beginning and end of the reporting period showing
additions, disposals, acquisitions through business combinations and
other adjustments and the related depreciation and impairment
losses/reversals shall be disclosed separately.

(iv) Where sums have been written-off on a reduction of capital or
revaluation of assets or where sums have been added on revaluation of
assets, every balance sheet subsequent to date of such write-off, or
addition shall show the reduced or increased figures as applicable and
shall by way of a note also show the amount of the reduction or increase
as applicable together with the date thereof for the first five years

subsequent to the date of such reduction or increase.
J. Intangible assets
(1) Classification shall be given as :
(@) Goodwill;
(b) Brands/trademarks;
(c) Computer software;
(d) Mastheads and publishing titles;
(e) Mining rights;

(f) Copyrights, and patents and other intellectual property rights,

services and operating rights;
(9) Recipes, formulae, models, designs and prototypes;
(h) Licences and franchise;
(i) Others (specify nature).

(i1) A reconciliation of the gross and net carrying amounts of each class of
assets at the beginning and end of the reporting period showing
additions, disposals, acquisitions through business combinations and
other adjustments and the related amortization and impairment

losses/reversals shall be disclosed separately.
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(i) Where sums have been written-off on a reduction of capital or
revaluation of assets or where sums have been added on revaluation of
assets, every balance sheet subsequent to date of such write-off, or
addition shall show the reduced or increased figures as applicable and
shall by way of a note also show the amount of the reduction or increase
as applicable together with the date thereof for the first five years
subsequent to the date of such reduction or increase.

K. Non-current investments

(1) Non-current investments shall be classified as trade investments and other

investments and further classified as:
(@) Investment property;
(b) Investments in Equity Instruments;
(c) Investments in preference shares;
(d) Investments in Government or trust securities;
(e) Investments in debentures or bonds;
(f) Investments in Mutual Funds;
(9) Investments in partnership firms;
(h) Other non-current investments (specify nature).

Under each classification, details shall be given of names of the
bodies corporate indicating separately whether such bodies are (i)
subsidiaries, (ii) associates, (iii) joint ventures, or (iv) controlled
special purpose entities in whom investments have been made
and the nature and extent of the investment so made in each such
body corporate (showing separately investments which are partly-
paid). In regard to investments in the capital of partnership firms,
the names of the firms (with the names of all their partners, total
capital and the shares of each partner) shall be given.

(i1) Investments carried at other than at cost should be separately stated

specifying the basis for valuation thereof;

(iii) The following shall also be disclosed:
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(@) Aggregate amount of quoted investments and market value
thereof;

(b) Aggregate amount of unquoted investments;
(c) Aggregate provision for diminution in value of investments.
L. Long-term loans and advances
(1) Long-term loans and advances shall be classified as:
(a) Capital Advances;
(b) Security Deposits;
(c) Loans and advances to related parties (giving details thereof);
(d) Other loans and advances (specify nature).
(i1) The above shall also be separately sub-classified as:
(a) Secured, considered good,;
(b) Unsecured, considered good;
(c) Doubtful.

(ii1) Allowance for bad and doubtful loans and advances shall be disclosed

under the relevant heads separately.

(iv) Loans and advances due by directors or other officers of the company or
any of them either severally or jointly with any other persons or amounts
due by firms or private companies respectively in which any director is a

partner or a director or a member should be separately stated.
M. Other non-current assets
Other non-current assets shall be classified as :

(i) Long-term Trade Receivables (including trade receivables on deferred
credit terms);

(i) Others (specify nature);
(i) Long term Trade Receivables, shall be sub-classified as :
(A) (a) Secured, considered good;

(B) Unsecured, considered good;
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(C) Doubtful.

(b) Allowance for bad and doubtful debts shall be disclosed under

the relevant heads separately.

(c) Debts due by directors or other officers of the company or any
of them either severally or jointly with any other person or debts
due by firms or private companies respectively in which any
director is a partner or a director or a member should be

separately stated.
N. Current Investments

(1) Current investments shall be classified as :
(@) Investments in Equity Instruments;
(b) Investment in Preference Shares;
(c) Investments in Government or trust securities;
(d) Investments in debentures or bonds;
(e) Investments in Mutual Funds;
(f) Investments in partnership firms;
(9) Other investments (specify nature).

Under each classification, details shall be given of names of the bodies
corporate [indicating separately whether such bodies are: (i) subsidiaries,
(it) associates, (iii) joint ventures, or (iv) controlled special purpose
entities] in whom investments have been made and the nature and extent
of the investment so made in each such body corporate (showing
separately investments which are partly paid). In regard to investments
in the capital of partnership firms, the names of the firms (with the
names of all their partners, total capital and the shares of each partner)

shall be given.
(i1) The following shall also be disclosed :
(@) The basis of valuation of individual investments;

(b) Aggregate amount of quoted investments and market value

thereof;
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(c) Aggregate amount of unquoted investments;
(d) Aggregate provision made for diminution in value of investments.
O. Inventories
(1) Inventories shall be classified as :
(a) Raw materials;
(b) Work-in-progress;
(c) Finished goods;
(d) Stock-in-trade (in respect of goods acquired for trading);
(e) Stores and spares;
(f) Loose tools;
(g) Others (specify nature).

(i) Goods-in-transit shall be disclosed under the relevant sub-head of

inventories.
(ii1) Mode of valuation shall be stated.
P. Trade Receivables

(i) Aggregate amount of Trade Receivables outstanding for a period
exceeding six months from the date they are due for payment should be
separately stated.

(i) Trade receivables shall be sub-classified as :
(a) Secured, considered good,;
(b) Unsecured, considered good;
(c) Doubtful.

(iii) Allowance for bad and doubtful debts shall be disclosed under the
relevant heads separately.

(iv) Debts due by directors or other officers of the company or any of them
either severally or jointly with any other person or debts due by firms or
private companies respectively in which any director is a partner or a

director or a member should be separately stated.

Q. Cash and cash equivalents
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(1) Cash and cash equivalents shall be classified as :
(a) Balances with banks;
(b) Cheques, drafts on hand;
(c) Cash on hand;
(d) Others (specify nature).

(i1) Earmarked balances with banks (for example, for unpaid dividend) shall
be separately stated.

(i) Balances with banks to the extent held as margin money or security
against the borrowings, guarantees, other commitments shall be

disclosed separately.

(iv) Repatriation restrictions, if any, in respect of cash and bank balances
shall be separately stated.

(v) Bank deposits with more than twelve months maturity shall be disclosed
separately.

R. Short-term loans and advances

(1) Short-term loans and advances shall be classified as :
(a) Loans and advances to related parties (giving details thereof);
(b) Others (specify nature).

(i1) The above shall also be sub-classified as :
(a) Secured, considered good,;
(b) Unsecured, considered good;
(c) Doubtful.

(ii1) Allowance for bad and doubtful loans and advances shall be disclosed

under the relevant heads separately.

(v) Loans and advances due by directors or other officers of the
company or any of them either severally or jointly with any
other person or amounts due by firms or private companies
respectively in which any director is a partner or a director or a

member shall be separately stated.
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S. Other current assets (specify nature)

This is an all-inclusive heading, which incorporates current assets that do not
fit into any other asset categories.

T. Contingent liabilities and commitments (to the extent not provided for)
(1) Contingent liabilities shall be classified as :
(@) Claims against the company not acknowledged as debt;
(b) Guarantees;
(c) Other money for which the company is contingently liable.
(i) Commitments shall be classified as :

(a) Estimated amount of contracts remaining to be executed on capital

account and not provided for;
(b) Uncalled liability on shares and other investments partly paid;
(c) Other commitments (specify nature).

U. The amount of dividends proposed to be distributed to equity and
preference shareholders for the period and the related amount per share shall
be disclosed separately. Arrears of fixed cumulative dividends on preference

shares shall also be disclosed separately.

V. Where in respect of an issue of securities made for a specific purpose, the
whole or part of the amount has not been used for the specific purpose at the
balance sheet date, there shall be indicated by way of note how such unutilized

amounts have been used or invested.

W. If, in the opinion of the Board, any of the assets other than fixed assets and
non-current investments do not have a value on realization in the ordinary
course of business at least equal to the amount at which they are stated, the
fact that the Board is of that opinion, shall be stated.
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PART Il

STATEMENT OF PROFIT AND LOSS

Name of the Company.........................

Profit and loss statement for the year ended

(Rupeesin............ )
Particulars Note | Figures as at the |Figures as at the end
No. end of current of the previous
reporting period reporting period
1 2 3 4
I. Revenue from operations XXX XXX
I1. Other income XXX XXX
[11. Total Revenue (I + 1) XXX XXX
IV. Expenses :
Cost of materials consumed
Purchases of Stock-in-Trade
Changes in inventories of XXX XXX
finished goods
Work-in- progress XXX XXX
and Stock-in-Trade XXX XXX
Employee benefits expense XXX XXX
Finance costs
Depreciation and
amortization expense
Other expenses
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Total expenses XXX XXX
V. Profit before exceptional XXX XXX
and extraordinary items and

tax (111 - 1V)

V1. Exceptional items XXX XXX
VII. Profit before XXX XXX
extraordinary items and tax

(V-VI)

VIII. Extraordinary items XXX XXX
IX. Profit before tax (VI - XXX XXX
VIII)

X. Tax expense :

(1) Current tax XXX XXX
(2) Deferred tax XXX XXX
XI. Profit (Loss) for the XXX XXX
period from continuing

operations (VI1I-VIII)

XI1. Profit/(loss) from XXX XXX
discontinuing operations

XI11I. Tax expense of XXX XXX
discontinuing operations

XIV. Profit/(loss) from XXX XXX
Discontinuing operations

(after tax) (XII-XI1I)

XV. Profit (Loss) for the XXX XXX
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period (X1 + XIV)

XVI. Earnings per equity

share :
(1) Basic XXX XXX
(2) Diluted XXX XXX

See accompanying notes to the financial statements.

GENERAL INSTRUCTIONS FOR PREPARATION OF STATEMENT
OF PROFIT AND LOSS

1. The provisions of this Part shall apply to the income and expenditure
account referred to in sub-clause (ii) of clause (40) of section 2 in like manner

as they apply to a statement of profit and loss.

2. (A) In respect of a company other than a finance company revenue from

operations shall disclose separately in the notes revenue from—
(a) Sale of products;
(b) Sale of services;
(c) Other operating revenues;
Less:
(d) Excise duty.

(B) In respect of a finance company, revenue from operations shall include

revenue from—
(a) Interest; and
(b) Other financial services.

Revenue under each of the above heads shall be disclosed separately by way

of notes to accounts to the extent applicable.
3. Finance Costs
Finance costs shall be classified as :

(a) Interest expense;
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(b) Other borrowing costs;
(c) Applicable net gain/loss on foreign currency transactions and translation.
4. Other income
Other income shall be classified as :
(a) Interest Income (in case of a company other than a finance company);
(b) Dividend Income;
(c) Net gain/loss on sale of investments;

(d) Other non-operating income (net of expenses directly attributable to such

income).
5. Additional Information

A Company shall disclose by way of notes additional information regarding
aggregate expenditure and income on the following items:—

(i) (&) Employee Benefits Expense [showing separately (i) salaries and
wages, (ii) contribution to provident and other funds, (iii) expense on
Employee Stock Option Scheme (ESOP) and Employee Stock Purchase
Plan (ESPP), (iv) staff welfare expenses].

(b) Depreciation and amortization expense;

(c) Any item of income or expenditure which exceeds one per cent of the
revenue from operations or Rs.1,00,000, whichever is higher;

(d) Interest income;

(e) Interest expense;

(f) Dividend income;

(9) Net gain/loss on sale of investments;

(h) Adjustments to the carrying amount of investments;

(i) Net gain or loss on foreign currency transaction and translation (other
than considered as finance cost);

(j) Payments to the auditor as (a) auditor; (b) for taxation matters; (c) for
company law matters; (d) for management services; (e) for other

services; and (f) for reimbursement of expenses;
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(k) In case of Companies covered under section 135, amount of

expenditure incurred on corporate social responsibility activities;
() Details of items of exceptional and extraordinary nature;
(m) Prior period items;
(i1) (@) In the case of manufacturing companies,—
(1) Raw materials under broad heads.
(2) Goods purchased under broad heads.

(b) In the case of trading companies, purchases in respect of goods

traded in by the company under broad heads.

() In the case of companies rendering or supplying services, gross
income derived from services rendered or supplied under broad heads.

(d) In the case of a company, which falls under more than one of the
categories mentioned in (a), (b) and (c) above, it shall be sufficient
compliance with the requirements herein if purchases, sales and
consumption of raw material and the gross income from services

rendered is shown under broad heads.

(e) In the case of other companies, gross income derived under broad
heads.

(i) In the case of all concerns having works in progress, works-in-progress
under broad heads.

(iv) (a) The aggregate, if material, of any amounts set aside or proposed to
be set aside, to reserve, but not including provisions made to meet any
specific liability, contingency or commitment known to exist at the date

as to which the balance sheet is made up.

(b) The aggregate, if material, of any amounts withdrawn from such

reserves.

(v) (a) The aggregate, if material, of the amounts set aside to provisions

made for meeting specific liabilities, contingencies or commitments.

(b) The aggregate, if material, of the amounts withdrawn from such

provisions, as no longer required.
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(vi) Expenditure incurred on each of the following items, separately for each

item:—
(@) Consumption of stores and spare parts;
(b) Power and fuel;
(c) Rent;
(d) Repairs to buildings;
(e) Repairs to machinery;
(F) Insurance;
(9) Rates and taxes, excluding taxes on income;
(h) Miscellaneous expenses,

(vii) (a) Dividends from subsidiary companies.
(b) Provisions for losses of subsidiary companies.

(viit) The profit and loss account shall also contain by way of a note the

following information, namely:—

(a) Value of imports calculated on C.I.F. basis by the company during the
financial year in respect of—

I. Raw materials;
I1. Components and spare parts;
I11. Capital goods;

(b) Expenditure in foreign currency during the financial year on account of
royalty, know-how, professional and consultation fees, interest, and
other matters;

(c) Total value if all imported raw materials, spare parts and components
consumed during the financial year and the total value of all indigenous
raw materials, spare parts and components similarly consumed and the

percentage of each to the total consumption;

(d) The amount remitted during the year in foreign currencies on account of

dividends with a specific mention of the total number of non-resident
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shareholders, the total number of shares held by them on which the

dividends were due and the year to which the dividends related,;
(e) Earnings in foreign exchange classified under the following heads,
namely:—
I. Export of goods calculated on F.O.B. basis;
I1. Royalty, know-how, professional and consultation fees;
[11. Interest and dividend;
IV. Other income, indicating the nature thereof.

Note:— Broad heads shall be decided taking into account the concept of

materiality and presentation of true and fair view of financial statements.

GENERAL INSTRUCTIONS FOR THE PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS

1. Where a company is required to prepare Consolidated Financial Statements,
i.e., consolidated balance sheet and consolidated statement of profit and loss,
the company shall mutatis mutandis follow the requirements of this Schedule
as applicable to a company in the preparation of balance sheet and statement
of profit and loss. In addition, the consolidated financial statements shall
disclose the information as per the requirements specified in the applicable
Accounting Standards including the following :

(i) Profit or loss attributable to “minority interest” and to owners of the
parent in the statement of profit and loss shall be presented as allocation
for the period.

(i) “Minority interests” in the balance sheet within equity shall be presented

separately from the equity of the owners of the parent.
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2. In Consolidated Financial Statements, the following shall be disclosed by

way of additional information :

Name of the entity in the

Net Assets, i.e., total
assets minus total

liabilities

Share in profit or loss

As % of

consolidated

Amount

net assets

As % of

consolidated

Amount

profit or loss

4 5

Parent Subsidiaries

Indian
1.
2.

Foreign
1.
2.

Minority Interests in all
subsidiaries

Associates (Investment
as per the equity

method) Indian

1.
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Foreign
1.
2.

Joint Ventures

(as per proportionate
consolidation/
investment as per the

equity method) Indian
1.
2.

Foreign
1.
2.

TOTAL
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3. All subsidiaries, associates and joint ventures (whether Indian or foreign)

will be covered under consolidated financial statements.

4. An entity shall disclose the list of subsidiaries or associates or joint ventures
which have not been consolidated in the consolidated financial statements
along with the reasons of not consolidating.

ok 3% ok
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ANNEX 4

Relevant Sections of Companies Act, 2013

92. Annual return. - (1) Every company shall prepare a return (hereinafter
referred to as the annual return) in the prescribed form containing the

particulars as they stood on the close of the financial year regarding—

(a) its registered office, principal business activities, particulars of its

holding, subsidiary and associate companies;
(b) its shares, debentures and other securities and shareholding pattern;
(c) its indebtedness;

(d) its members and debenture-holders along with changes therein since the

close of the previous financial year;

(e) its promoters, directors, key managerial personnel along with changes

therein since the close of the previous financial year;

() meetings of members or a class thereof, Board and its various committees

along with attendance details;
(g) remuneration of directors and key managerial personnel;

(h) penalty or punishment imposed on the company, its directors or officers
and details of compounding of offences and appeals made against such
penalty or punishment;

(i) matters relating to certification of compliances, disclosures as may be
prescribed;

(j) details, as may be prescribed, in respect of shares held by or on behalf of
the Foreign Institutional Investors indicating their names, addresses,
countries of incorporation, registration and percentage of shareholding
held by them; and

(K) such other matters as may be prescribed,

and signed by a director and the company secretary, or where there is no
company  secretary, by a company secretary in  practice:
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Provided that in relation to One Person Company and small company, the
annual return shall be signed by the company secretary, or where there is no
company secretary, by the director of the company.

(2) The annual return, filed by a listed company or, by a company having such
paid-up capital and turnover as may be prescribed, shall be certified by a
company secretary in practice in the prescribed form, stating that the annual
return discloses the facts correctly and adequately and that the company has
complied with all the provisions of this Act.

(3) An extract of the annual return in such form as may be prescribed shall
form part of the Board's report.

(4) Every company shall file with the Registrar a copy of the annual return,
within sixty days from the date on which the annual general meeting is held or
where no annual general meeting is held in any year within sixty days from the
date on which the annual general meeting should have been held together with
the statement specifying the reasons for not holding the annual general
meeting, with such fees or additional fees as may be prescribed, within the
time as specified, under section 403.

(5) If a company fails to file its annual return under sub-section (4), before the
expiry of the period specified under section 403 with additional fee, the
company shall be punishable with fine which shall not be less than fifty
thousand rupees but which may extend to five lakhs rupees and every officer
of the company who is in default shall be punishable with imprisonment for a
term which may extend to six months or with fine which shall not be less than

fifty thousand rupees but which may extend to five lakh rupees, or with both.
123. Declaration of dividend. - (1) No dividend shall be declared or paid by a

company for any financial year except—

(a) out of the profits of the company for that year arrived at after providing
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for depreciation in accordance with the provisions of sub-section (2), or out
of the profits of the company for any previous financial year or years
arrived at after providing for depreciation in accordance with the
provisions of that sub-section and remaining undistributed, or out of
both; or

(b) out of money provided by the Central Government or a State
Government for the payment of dividend by the company in pursuance
of a guarantee given by that Government:

Provided that a company may, before the declaration of any dividend in any
financial year, transfer such percentage of its profits for that financial year as it

may consider appropriate to the reserves of the company:

Provided further that where, owing to inadequacy or absence of profits in
any financial year, any company proposes to declare dividend out of the
accumulated profits earned by it in previous years and transferred by the
company to the reserves, such declaration of dividend shall not be made
except in accordance with such rules as may be prescribed in this behalf:

Provided also that no dividend shall be declared or paid by a company from

its reserves other than free reserves.

(2) For the purposes of clause (a) of sub-section (1), depreciation shall be

provided in accordance with the provisions of Schedule I1.

(3) The Board of Directors of a company may declare interim dividend during
any financial year out of the surplus in the profit and loss account and out of
profits of the financial year in which such interim dividend is sought to be
declared:

Provided that in case the company has incurred loss during the current
financial year up to the end of the quarter immediately preceding the date of
declaration of interim dividend, such interim dividend shall not be declared at
a rate higher than the average dividends declared by the company during the
immediately preceding three financial years.

(4) The amount of the dividend, including interim dividend, shall be deposited
in a scheduled bank in a separate account within five days from the date of
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declaration of such dividend.(5) No dividend shall be paid by a company in
respect of any share therein except to the registered shareholder of such share
or to his order or to his banker and shall not be payable except in cash:

Provided that nothing in this sub-section shall be deemed to prohibit the
capitalization of profits or reserves of a company for the purpose of issuing
fully paid-up bonus shares or paying up any amount for the time being unpaid
on any shares held by the members of the company:

Provided further that any dividend payable in cash may be paid by cheque or
warrant or in any electronic mode to the shareholder entitled to the payment of
the dividend.

(6) A company which fails to comply with the provisions of sections 73 and
74 shall not, so long as such failure continues, declare any dividend on its

equity shares.

129. Financial statement. - (1) The financial statements shall give a true and
fair view of the state of affairs of the company or companies, comply with the
accounting standards notified under section 133 and shall be in the form or
forms as may be provided for different class or classes of companies in
Schedule 11I:

Provided that the items contained in such financial statements shall be in

accordance with the accounting standards:

Provided further that nothing contained in this sub-section shall apply to any
insurance or banking company or any company engaged in the generation or
supply of electricity, or to any other class of company for which a form of
financial statement has been specified in or under the Act governing such class

of company:

Provided also that the financial statements shall not be treated as not
disclosing a true and fair view of the state of affairs of the company, merely by
reason of the fact that they do not disclose—
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(a) in the case of an insurance company, any matters which are not required
to be disclosed by the Insurance Act, 1938 (4 of 1938), or the Insurance
Regulatory and Development Authority Act, 1999 (41 of 1999);

(b) in the case of a banking company, any matters which are not required to
be disclosed by the Banking Regulation Act, 1949 (10 of 1949);(c) in the
case of a company engaged in the generation or supply of electricity, any
matters which are not required to be disclosed by the Electricity Act,
2003 (36 of 2003);

(d) in the case of a company governed by any other law for the time being in
force, any matters which are not required to be disclosed by that law.

(2) At every annual general meeting of a company, the Board of Directors of
the company shall lay before such meeting financial statements for the

financial year.

(3) Where a company has one or more subsidiaries, it shall, in addition to
financial statements provided under sub-section (2), prepare a consolidated
financial statement of the company and of all the subsidiaries in the same form
and manner as that of its own which shall also be laid before the annual
general meeting of the company along with the laying of its financial
statement under sub-section (2):

Provided that the company shall also attach along with its financial statement,
a separate statement containing the salient features of the financial statement

of its subsidiary or subsidiaries in such form as may be prescribed:

Provided further that the Central Government may provide for the

consolidation of accounts of companies in such manner as may be prescribed.

Explanation.—For the purposes of this sub-section, the word “subsidiary”
shall include associate company and joint venture.

(4) The provisions of this Act applicable to the preparation, adoption and audit
of the financial statements of a holding company shall, mutatis mutandis,

apply to the consolidated financial statements referred to in sub-section (3).
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(5) Without prejudice to sub-section (1), where the financial statements of a
company do not comply with the accounting standards referred to in sub-
section (1), the company shall disclose in its financial statements, the
deviation from the accounting standards, the reasons for such deviation and

the financial effects, if any, arising out of such deviation.

(6) The Central Government may, on its own or on an application by a class or
classes of companies, by notification, exempt any class or classes of
companies from complying with any of the requirements of this section or the
rules made thereunder, if it is considered necessary to grant such exemption in
the public interest and any such exemption may be granted either
unconditionally or subject to such conditions as may be specified in the

notification.

(7) If a company contravenes the provisions of this section, the managing
director, the whole-time director in charge of finance, the Chief Financial
Officer or any other person charged by the Board with the duty of complying
with the requirements of this section and in the absence of any of the officers
mentioned above, all the directors shall be punishable with imprisonment for a
term which may extend to one year or with fine which shall not be less than
fifty thousand rupees but which may extend to five lakh rupees, or with both.

Explanation.—For the purposes of this section, except where the context
otherwise requires, any reference to the financial statement shall include any
notes annexed to or forming part of such financial statement giving
information required to be given and allowed to be given in the form of such

notes under this Act.

134. Financial statement, Board's report, etc. - (1) The financial statement,
including consolidated financial statement, if any, shall be approved by the
Board of Directors before they are signed on behalf of the Board at least by
the chairperson of the company where he is authorized by the Board or by two
directors out of which one shall be managing director and the Chief Executive
Officer, if he is a director in the company, the Chief Financial Officer and the

company secretary of the company, wherever they are appointed, or in the
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case of a One Person Company, only by one director, for submission to the
auditor for his report thereon.

(2) The auditors' report shall be attached to every financial statement.

(3) There shall be attached to statements laid before a company in general
meeting, a report by its Board of Directors, which shall include—

(a) the extract of the annual return as provided under sub-section (3) of
section 92;

(b) number of meetings of the Board;
(c) Directors' Responsibility Statement;

(d) a statement on declaration given by independent directors under sub-

542

section (6)°* of section 149;

(e) in case of a company covered under sub-section (1) of section 178,
company's policy on directors' appointment and remuneration including

criteria for determining qualifications, positive attributes, independence

of a director and other matters provided under sub-section (3) of section
178;

(f) explanations or comments by the Board on every qualification,

reservation or adverse remark or disclaimer made—
(1) by the auditor in his report; and
(i) by the company secretary in practice in his secretarial audit report;
(9) particulars of loans, guarantees or investments under section 186;

(h) particulars of contracts or arrangements with related parties referred to in
sub-section (1) of section 188 in the prescribed form;

(1) the state of the company's affairs;
(j) the amounts, if any, which it proposes to carry to any reserves;
(k) the amount, if any, which it recommends should be paid by way of

dividend:;

%42 supra note 521.
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(1) material changes and commitments, if any, affecting the financial position
of the company which have occurred between the end of the financial

year of the company to which the financial statements relate and the date of
the report;

(m) the conservation of energy, technology absorption, foreign exchange

earnings and outgo, in such manner as may be prescribed;

(n) a statement indicating development and implementation of a risk
management policy for the company including identification therein of
elements of risk, if any, which in the opinion of the Board may threaten
the existence of the company;

(o) the details about the policy developed and implemented by the company
on corporate social responsibility initiatives taken during the year;

(p) in case of a listed company and every other public company having such
paid-up share capital as may be prescribed, a statement indicating the
manner in which formal annual evaluation has been made by the Board
of its own performance and that of its committees and individual

directors;
(q) such other matters as may be prescribed.

(4) The report of the Board of Directors to be attached to the financial
statement under this section shall, in case of a One Person Company,
mean a report containing explanations or comments by the Board on
every qualification, reservation or adverse remark or disclaimer made by

the auditor in his report.

(5) The Directors' Responsibility Statement referred to in clause (c) of sub-
section (3) shall state that—

(a) in the preparation of the annual accounts, the applicable accounting
standards had been followed along with proper explanation relating to

material departures;

(b) the directors had selected such accounting policies and applied them
consistently and made judgments and estimates that are reasonable and

prudent so as to give a true and fair view of the state of affairs of the
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company at the end of the financial year and of the profit and loss of the
company for that period;

(c) the directors had taken proper and sufficient care for the maintenance of
adequate accounting records in accordance with the provisions of this
Act for safeguarding the assets of the company and for preventing and

detecting fraud and other irregularities;

(d) the directors had prepared the annual accounts on a going concern basis;
and

(e) the directors, in the case of a listed company, had laid down internal
financial controls to be followed by the company and that such internal
financial controls are adequate and were operating effectively;

Explanation.—For the purposes of this clause, the term “internal
financial controls” means the policies and procedures adopted by the
company for ensuring the orderly and efficient conduct of its business,
including adherence to company's policies, the safeguarding of its assets,
the prevention and detection of frauds and errors, the accuracy and

completeness of the accounting records, and the timely preparation of

reliable financial information:>*3

(F) the directors had devised proper systems to ensure compliance with the
provisions of all applicable laws and that such systems were adequate

and operating effectively.

(6) The Board's report and any annexures thereto under sub-section (3) shall
be signed by its chairperson of the company if he is authorized by the Board
and where he is not so authorized, shall be signed by at least two directors, one
of whom shall be a managing director, or by the director where there is one
director.

(7) A signed copy of every financial statement, including consolidated
financial statement, if any, shall be issued, circulated or published along with a

copy each of—

(a) any notes annexed to or forming part of such financial statement;

¥3The word ‘and’ should have been added here.
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(b) the auditor's report; and
(c) the Board's report referred to in sub-section (3).

(8) If a company contravenes the provisions of this section, the company shall
be punishable with fine which shall not be less than fifty thousand rupees but
which may extend to twenty-five lakh rupees and every officer of the company
who is in default shall be punishable with imprisonment for a term which may
extend to three years or with fine which shall not be less than fifty thousand
rupees but which may extend to five lakh rupees, or with both.

135. Corporate Social Responsibility. - (1) Every company having net worth
of rupees five hundred crore or more, or turnover of rupees one thousand crore
or more or a net profit of rupees five crore or more during any financial year
shall constitute a Corporate Social Responsibility Committee of the Board
consisting of three or more directors, out of which at least one director shall be
an independent director

Explanation.—For the purposes of this section “average net profit” shall be

calculated in accordance with the provisions of section 198.

143. Powers and duties of auditors and auditing standards. - (1) Every auditor
of a company shall have a right of access at all times to the books of account
and vouchers of the company, whether kept at the registered office of the
company or at any other place and shall be entitled to require from the officers
of the company such information and explanation as he may consider
necessary for the performance of his duties as auditor and amongst other

matters inquire into the following matters, namely:—

(a) whether loans and advances made by the company on the basis of
security have been properly secured and whether the terms on which
they have been made are prejudicial to the interests of the company or its

members;

(b) whether transactions of the company which are represented merely by
book entries are prejudicial to the interests of the company;
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(c) where the company not being an investment company or a banking
company, whether so much of the assets of the company as consist of
shares, debentures and other securities have been sold at a price less than
that at which they were purchased by the company;

(d) whether loans and advances made by the company have been shown as

deposits;
(e) whether personal expenses have been charged to revenue account;

(f) where it is stated in the books and documents of the company that any
shares have been allotted for cash, whether cash has actually been
received in respect of such allotment, and if no cash has actually been so

received, whether the position as stated in the account books and the
balance sheet is correct, regular and not misleading:

Provided that the auditor of a company which is a holding company shall also
have the right of access to the records of all its subsidiaries insofar as it relates
to the consolidation of its financial statements with that of its subsidiaries.

(2) The auditor shall make a report to the members of the company on the
accounts examined by him and on every financial statement which are
required by or under this Act to be laid before the company in general meeting
and the report shall after taking into account the provisions of this Act, the
accounting and auditing standards and matters which are required to be
included in the audit report under the provisions of this Act or any rules made
thereunder or under any order made under sub-section (11) and to the best of
his information and knowledge, the said accounts, financial statements give a
true and fair view of the state of the company's affairs as at the end of its
financial year and profit or loss and cash flow for the year and such other

matters as may be prescribed.
(3) The auditor's report shall also state—

(a) whether he has sought and obtained all the information and explanations
which to the best of his knowledge and belief were necessary for the
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purpose of his audit and if not, the details thereof and the effect of such

information on the financial statements;

(b) whether, in his opinion, proper books of account as required by law have
been kept by the company so far as appears from his examination of
those books and proper returns adequate for the purposes of his audit

have been received from branches not visited by him;

(c) whether the report on the accounts of any branch office of the company
audited under sub-section (8) by a person other than the company's
auditor has been sent to him under the provision to that sub-section and
the manner in which he has dealt with it in preparing his report;

(d) whether the company's balance sheet and profit and loss account dealt
with in the report are in agreement with the books of account and

returns;

(e) whether, in his opinion, the financial statements comply with the

accounting standards;

(F) the observations or comments of the auditors on financial transactions or
matters which have any adverse effect on the functioning of the

company;

(9) whether any director is disqualified from being appointed as a director
under sub-section (2) of section 164;

(h) any qualification, reservation or adverse remark relating to the

maintenance of accounts and other matters connected therewith;

(i) whether the company has adequate internal financial controls system in

place and the operating effectiveness of such controls;
(J) such other matters as may be prescribed.

(4) Where any of the matters required to be included in the audit report under
this section is answered in the negative or with a qualification, the report shall

state the reasons therefor.

(5) In the case of a Government company, the Comptroller and Auditor-
General of India shall appoint the auditor under sub-section (5) or sub-section
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(7) of section 139 and direct such auditor the manner in which the accounts of
the Government company are required to be audited and thereupon the auditor
so appointed shall submit a copy of the audit report to the Comptroller and
Auditor-General of India which, among other things, include the directions, if
any, issued by the Comptroller and Auditor-General of India, the action taken
thereon and its impact on the accounts and financial statement of the company.

(6) The Comptroller and Auditor-General of India shall within sixty days from
the date of receipt of the audit report under sub-section (5) have a right to,—

(a) conduct a supplementary audit of the financial statement of the company
by such person or persons as he may authorise in this behalf; and for the
purposes of such audit, require information or additional information to
be furnished to any person or persons, so authorised, on such matters, by
such person or persons, and in such form, as the Comptroller and

Auditor-General of India may direct; and
(b) comment upon or supplement such audit report:

Provided that any comments given by the Comptroller and Auditor-General
of India upon, or supplement to, the audit report shall be sent by the company
to every person entitled to copies of audited financial statements under sub-
section (1) of section 136 and also be placed before the annual general
meeting of the company at the same time and in the same manner as the audit

report.

(7) Without prejudice to the provisions of this Chapter, the Comptroller and
Auditor-General of India may, in case of any company covered under sub-
section (5) or sub-section (7) of section 139, if he considers necessary, by an
order, cause test audit to be conducted of the accounts of such company and
the provisions of section 19A of the Comptroller and Auditor-General's
(Duties, Powers and Conditions of Service) Act, 1971 (56 of 1971), shall
apply to the report of such test audit.
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(8) Where a company has a branch office, the accounts of that office shall be
audited either by the auditor appointed for the company (herein referred to as
the company's auditor) under this Act or by any other person qualified for
appointment as an auditor of the company under this Act and appointed as
such under section 139, or where the branch office is situated in a country
outside India, the accounts of the branch office shall be audited either by the

company's auditor or by an accountant or by any other person duly qualified to
act as an auditor of the accounts of the branch office in accordance with the
laws of that country and the duties and powers of the company's auditor with
reference to the audit of the branch and the branch auditor, if any, shall be
such as may be prescribed:

Provided that the branch auditor shall prepare a report on the accounts of the
branch examined by him and send it to the auditor of the company who shall

deal with it in his report in such manner as he considers necessary.
(9) Every auditor shall comply with the auditing standards.

(10) The Central Government may prescribe the standards of auditing or any
addendum thereto, as recommended by the Institute of Chartered Accountants

of India, constituted under section 3 of the Chartered Accountants Act, 1949
(38 of 1949), in consultation with and after examination of the

recommendations made by the National Financial Reporting Authority:

Provided that until any auditing standards are notified, any standard or
standards of auditing specified by the Institute of Chartered Accountants of

India shall be deemed to be the auditing standards.

(11) The Central Government may, in consultation with the National Financial
Reporting Authority, by general or special order, direct, in respect of such
class or description of companies, as may be specified in the order, that the
auditor's report shall also include a statement on such matters as may be
specified therein.
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(12) Notwithstanding anything contained in this section, if an auditor of a
company, in the course of the performance of his duties as auditor, has reason
to believe that an offence involving fraud is being or has been committed
against the company by officers or employees of the company, he shall
immediately report the matter to the Central Government within such time and

in such manner as may be prescribed.

(13) No duty to which an auditor of a company may be subject to shall be
regarded as having been contravened by reason of his reporting the matter
referred to in sub-section (12) if it is done in good faith.

(14) The provisions of this section shall mutatis mutandis apply to—

(a) the cost accountant in practice conducting cost audit under section 148;

or

(b) the company secretary in practice conducting secretarial audit under
section 204.

(15) If any auditor, cost accountant or company secretary in practice do not
comply with the provisions of sub-section (12), he shall be punishable with
fine which shall not be less than one lakh rupees but which may extend to
twenty-five lakh rupees.

149. Company to have Board of Directors. - (1) Every company shall have a

Board of Directors consisting of individuals as directors and shall have—

(a) a minimum number of three directors in the case of a public company,
two directors in the case of a private company, and one director in the
case of a One Person Company; and

(b) a maximum of fifteen directors:

Provided that a company may appoint more than fifteen directors after
passing a special resolution:

Provided further that such class or classes of companies as may be
prescribed, shall have at least one woman director.
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(2) Every company existing on or before the date of commencement of this
Act shall within one year from such commencement comply with the

requirements of the provisions of sub-section (1).

(3) Every company shall have at least one director who has stayed in India for
a total period of not less than one hundred and eighty-two days in the previous

calendar year.

(4) Every listed public company shall have at least one-third of the total
number of directors as independent directors and the Central Government may
prescribe the minimum number of independent directors in case of any class or

classes of public companies.

Explanation.—For the purposes of this sub-section, any fraction contained in

such one-third number shall be rounded off as one.

(5) Every company existing on or before the date of commencement of this
Act shall, within one year from such commencement or from the date of
notification of the rules in this regard as may be applicable, comply with the

requirements of the provisions of sub-section (3).

(6) An independent director in relation to a company, means a director other

than a managing director or a whole-time director or a nominee director,—

(a) who, in the opinion of the Board, is a person of integrity and possesses

relevant expertise and experience;

(b) (1) who is or was not a promoter of the company or its holding,
subsidiary or associate company;
(it) who is not related to promoters or directors in the company, its

holding, subsidiary or associate company;

(c) who has or had no pecuniary relationship with the company, its holding,
subsidiary or associate company, or their promoters, or directors, during
the two immediately preceding financial years or during the current

financial year;
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(d) none of whose relatives has or had pecuniary relationship or transaction
with the company, its holding, subsidiary or associate company, or their
promoters, or directors, amounting to two per cent or more of its gross
turnover or total income or fifty lakh rupees or such higher amount as
may be prescribed, whichever is lower, during the two immediately

preceding financial years or during the current financial year;
(e) who, neither himself nor any of his relatives—

(1) holds or has held the position of a key managerial personnel or is
or has been employee of the company or its holding, subsidiary
or associate company in any of the three financial years
immediately preceding the financial year in which he is proposed
to be appointed;

(ii) is or has been an employee or proprietor or a partner, in any of the
three financial years immediately preceding the financial year in
which he is proposed to be appointed, of—

(A) a firm of auditors or company secretaries in practice or cost
auditors of the company or its holding, subsidiary or

associate company; or

(B) any legal or a consulting firm that has or had any
transaction with the company, its holding, subsidiary or
associate company amounting to ten per cent or more of the

gross turnover of such firm;

(iii) holds together with his relatives two per cent or more of the total
voting power of the company; or

(iv) is a Chief Executive or director, by whatever name called, of any
non-profit organization that receives twenty-five per cent or more

of its receipts from the company, any of its promoters, directors

or its holding, subsidiary or associate company or that holds two
per
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cent or more of the total voting power of the company; or
(f) who possesses such other qualifications as may be prescribed.

(7) Every independent director shall at the first meeting of the Board in which
he participates as a director and thereafter at the first meeting of the Board in
every financial year or whenever there is any change in the circumstances
which may affect his status as an independent director, give a declaration that

he meets the criteria of independence as provided in sub-section (6).

Explanation.—For the purposes of this section, “nominee director” means a
director nominated by any financial institution in pursuance of the provisions
of any law for the time being in force, or of any agreement, or appointed by

any Government, or any other person to represent its interests.

(8) The company and independent directors shall abide by the provisions
specified in Schedule V.

(9) Notwithstanding anything contained in any other provision of this Act, but
subject to the provisions of sections 197 and 198, an independent director shall
not be entitled to any stock option and may receive remuneration by way of
fee provided under sub-section (5) of section 197, reimbursement of expenses
for participation in the Board and other meetings and profit related

commission as may be approved by the members.

(10) Subject to the provisions of section 152, an independent director shall
hold office for a term up to five consecutive years on the Board of a company,
but shall be eligible for re-appointment on passing of a special resolution by
the company and disclosure of such appointment in the Board's report.

(11) Notwithstanding anything contained in sub-section (10), no independent
director shall hold office for more than two consecutive terms, but such
independent director shall be eligible for appointment after the expiration of

three years of ceasing to become an independent director:

Provided that an independent director shall not, during the said period of three
years, be appointed in or be associated with the company in any other

326 Page



ANNEXURE 4

capacity, either directly or indirectly.

Explanation.—For the purposes of sub-sections (10) and (11), any tenure of an
independent director on the date of commencement of this Act shall not be

counted as a term under those sub-sections.
(12) Notwithstanding anything contained in this Act,—
(1) an independent director;

(i) a non-executive director not being promoter or key managerial

personnel,

shall be held liable, only in respect of such acts of omission or commission by
a company which had occurred with his knowledge, attributable through
Board processes, and with his consent or connivance or where he had not
acted diligently.

(13) The provisions of sub-sections (6) and (7) of section 152 in respect of
retirement of directors by rotation shall not be applicable to appointment of
independent directors.

166. Duties of directors. - (1) Subject to the provisions of this Act, a director
of a company shall act in accordance with the articles of the company.

(2) A director of a company shall act in good faith in order to promote the
objects of the company for the benefit of its members as a whole, and in the
best interests of the company, its employees, the shareholders, the community

and for the protection of environment.

(3) A director of a company shall exercise his duties with due and reasonable

care, skill and diligence and shall exercise independent judgment.

(4) A director of a company shall not involve in a situation in which he may
have a direct or indirect interest that conflicts, or possibly may conflict, with
the interest of the company.

(5) A director of a company shall not achieve or attempt to achieve any undue
gain or advantage either to himself or to his relatives, partners, or associates
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and if such director is found guilty of making any undue gain, he shall be
liable to pay an amount equal to that gain to the company.

(6) A director of a company shall not assign his office and any assignment so
made shall be void.

(7) If a director of the company contravenes the provisions of this section such
director shall be punishable with fine which shall not be less than one lakh

rupees but which may extend to five lakh rupees.

182. Prohibitions and restrictions regarding political contributions. - (1)
Notwithstanding anything contained in any other provision of this Act, a
company, other than a Government company and a company which has been
in existence for less than three financial years, may contribute any amount

directly or indirectly to any political party:

Provided that the amount referred to in sub-section (1) or, as the case may be,
the aggregate of the amount which may be so contributed by the company in
any financial year shall not exceed seven and a half per cent of its average net

profits during the three immediately preceding financial years:

Provided further that no such contribution shall be made by a company
unless a resolution authorizing the making of such contribution is passed at a
meeting of the Board of Directors and such resolution shall, subject to the
other provisions of this section, be deemed to be justification in law for the
making and the acceptance of the contribution authorized by it.

(2) Without prejudice to the generality of the provisions of sub-section (1),—

(a) a donation or subscription or payment caused to be given by a company
on its behalf or on its account to a person who, to its knowledge, is
carrying on any activity which, at the time at which such donation or
subscription or payment was given or made, can reasonably be regarded
as likely to affect public support for a political party shall also be
deemed to be contribution of the amount of such donation, subscription

or payment to such person for a political purpose;
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(b) the amount of expenditure incurred, directly or indirectly, by a company
on an advertisement in any publication, being a publication in the nature
of a souvenir, brochure, tract, pamphlet or the like, shall also be
deemed,—

(i) where such publication is by or on behalf of a political party, to be

a contribution of such amount to such political party, and

(it) where such publication is not by or on behalf of, but for the
advantage of a political party, to be a contribution for a political

purpose.

(3) Every company shall disclose in its profit and loss account any amount or
amounts contributed by it to any political party during the financial year to
which that account relates, giving particulars of the total amount contributed

and the name of the party to which such amount has been contributed.

(4) If a company makes any contribution in contravention of the provisions of
this section, the company shall be punishable with fine which may extend to
five times the amount so contributed and every officer of the company who is
in default shall be punishable with imprisonment for a term which may extend
to six months and with fine which may extend to five times the amount so

contributed.

Explanation.—For the purposes of this section, “political party” means a
political party registered under section 29A of the Representation of the
People Act, 1951 (43 of 1951).

198. Calculation of profits. - (1) In computing the net profits of a company in
any financial year for the purpose of section 197,—

(a) credit shall be given for the sums specified in sub-section (2), and credit
shall not be given for those specified in sub-section (3); and

(b) the sums specified in sub-section (4) shall be deducted, and those

specified in sub-section (5) shall not be deducted.

(2) In making the computation aforesaid, credit shall be given for the bounties

and subsidies received from any Government, or any public authority
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constituted or authorized in this behalf, by any Government, unless and except
in so far as the Central Government otherwise directs.

(3) In making the computation aforesaid, credit shall not be given for the

following sums, namely:—

(a) profits, by way of premium on shares or debentures of the company,
which are issued or sold by the company;

(b) profits on sales by the company of forfeited shares;

(c) profits of a capital nature including profits from the sale of the
undertaking or any of the undertakings of the company or of any part
thereof;

(d) profits from the sale of any immovable property or fixed assets of a
capital nature comprised in the undertaking or any of the undertakings of
the company, unless the business of the company consists, whether
wholly or partly, of buying and selling any such property or assets:

Provided that where the amount for which any fixed asset is sold
exceeds the written-down value thereof, credit shall be given for so
much of the excess as is not higher than the difference between the
original cost of that fixed asset and its written down value;

(e) any change in carrying amount of an asset or of a liability recognised in
equity reserves including surplus in profit and loss account on

measurement of the asset or the liability at fair value.

(4) In making the computation aforesaid, the following sums shall be
deducted, namely:—

(a) all the usual working charges;
(b) directors' remuneration;

(c) bonus or commission paid or payable to any member of the company's
staff, or to any engineer, technician or person employed or engaged by

the company, whether on a whole-time or on a part-time basis;

(d) any tax notified by the Central Government as being in the nature of a

tax on excess or abnormal profits;
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(e) any tax on business profits imposed for special reasons or in special
circumstances and notified by the Central Government in this behalf;

(f) interest on debentures issued by the company;

(g) interest on mortgages executed by the company and on loans and
advances secured by a charge on its fixed or floating assets;

(h) interest on unsecured loans and advances;

(i) expenses on repairs, whether to immovable or to movable property,
provided the repairs are not of a capital nature;

(j) outgoings inclusive of contributions made under section 181;
(k) depreciation to the extent specified in section 123;

() the excess of expenditure over income, which had arisen in computing the
net profits in accordance with this section in any year which begins at or
after the commencement of this Act, in so far as such excess has not
been deducted in any subsequent year preceding the year in respect of
which the net profits have to be ascertained;

(m) any compensation or damages to be paid in virtue of any legal liability
including a liability arising from a breach of contract;

(n) any sum paid by way of insurance against the risk of meeting any
liability such as is referred to in clause (m);

(o) debts considered bad and written off or adjusted during the year of

account.

(5) In making the computation aforesaid, the following sums shall not be
deducted, namely:—

(a) income-tax and super-tax payable by the company under the Income-tax
Act, 1961 (43 of 1961), or any other tax on the income of the company
not falling under clauses (d) and (e) of sub-section (4);

(b) any compensation, damages or payments made voluntarily, that is to say,
otherwise than in virtue of a liability such as is referred to in clause (m)
of sub-section (4);
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(c) loss of a capital nature including loss on sale of the undertaking or any of
the undertakings of the company or of any part thereof not including any
excess of the written-down value of any asset which is sold, discarded,
demolished or destroyed over its sale proceeds or its scrap value;

(d) any change in carrying amount of an asset or of a liability recognized in
equity reserves including surplus in profit and loss account on

measurement of the asset or the liability at fair value.

380. Documents, etc., to be delivered to Registrar by foreign companies. - (1)
Every foreign company shall, within thirty days of the establishment of its
place of business in India, deliver to the Registrar for registration—

(a) a certified copy of the charter, statutes or memorandum and articles, of
the company or other instrument constituting or defining the constitution
of the company and, if the instrument is not in the English language, a
certified translation thereof in the English language;

(b) the full address of the registered or principal office of the company;

(c) a list of the directors and secretary of the company containing such
particulars as may be prescribed,;

(d) the name and address or the names and addresses of one or more persons
resident in India authorized to accept on behalf of the company service
of process and any notices or other documents required to be served on

the company;

(e) the full address of the office of the company in India which is deemed to

be its principal place of business in India;

(f) particulars of opening and closing of a place of business in India on

earlier occasion or occasions;

(9) declaration that none of the directors of the company or the authorized
representative in India has ever been convicted or debarred from

formation of companies and management in India or abroad; and

(h) any other information as may be prescribed.
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(2) Every foreign company existing at the commencement of this Act shall, if
it has not delivered to the Registrar before such commencement, the
documents and particulars specified in sub-section (1) of section 592 of the
Companies Act, 1956 (1 of 1956), continue to be subject to the obligation to

deliver those documents and particulars in accordance with that Act.

(3) Where any alteration is made or occurs in the documents delivered to the
Registrar under this section, the foreign company shall, within thirty days of
such alteration, deliver to the Registrar for registration, a return containing the

particulars of the alteration in the prescribed form.

381. Accounts of foreign company. - (1) Every foreign company shall, in

every calendar year,—

(a) make out a balance sheet and profit and loss account in such form,
containing such particulars and including or having annexed or attached
thereto such documents as may be prescribed; and

(b) deliver a copy of those documents to the Registrar:

Provided that the Central Government may, by notification, direct that, in the
case of any foreign company or class of foreign companies, the requirements
of clause (a) shall not apply, or shall apply subject to such exceptions and
modifications as may be specified in that notification.

(2) If any such document as is mentioned in sub-section (1) is not in the
English language, there shall be annexed to it a certified translation thereof in

the English language.

(3) Every foreign company shall send to the Registrar along with the
documents required to be delivered to him under sub-section (1), a copy of a
list in the prescribed form of all places of business established by the company
in India as at the date with reference to which the balance sheet referred to in

sub-section (1) is made out.
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450. Punishment where no specific penalty or punishment is provided. - If a

company or any officer of a company or any other person contravenes any of

the provisions of this Act or the rules made thereunder, or any condition,
limitation or restriction subject to which any approval, sanction, consent,
confirmation, recognition, direction or exemption in relation to any matter has
been accorded, given or granted, and for which no penalty or punishment is
provided elsewhere in this Act, the company and every officer of the company
who is in default or such other person shall be punishable with fine which may
extend to ten thousand rupees, and where the contravention is continuing one,
with a further fine which may extend to one thousand rupees for every day

after the first during which the contravention continues.
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ANNEX 5

MINISTRY OF CORPORATE AFFAIRS NOTIFICATION
New Delhi, the 23rd May, 2016

Companies (Corporate Social Responsibility  Policy)
Amendment Rules, 2016

G.S.R. 540(E).—In exercise of the powers conferred under section 135 and
sub-sections (1) and (2) of section 469 of the Companies Act, 2013 (18 of
2013), the Central Government hereby makes the following rules further to
amend the Companies (Corporate Social Responsibility Policy) Rules, 2014,

namely:—

1. Short title and commencement. — (1) These rules may be called the
Companies (Corporate Social Responsibility Policy) Amendment Rules, 2016.

(2) They shall come into force on the date of their publication in the Official
Gazette.

2. In the Companies (Corporate Social Responsibility Policy) Rules, 2014, in

rule 4, for sub-rule (2), the following sub-rule shall be substituted, namely:—

“(2) The Board of a company may decide to undertake its CSR activities
approved by the CSR Committee, through

(a) a company established under section 8 of the Act or a registered trust or a
registered society, established by the company, either singly or along with any
other company, or

(b) a company established under section 8 of the Act or a registered trust or a
registered society, established by the Central Government or State
Government or any entity established under an Act of Parliament or a State
legislature:
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Provided that- if, the Board of a company decides to undertake its CSR
activities through a company established under section 8 of the Act or a
registered trust or a registered society, other than those specified in this sub-
rule, such company or trust or society shall have an established track record of
three years in undertaking similar programs or projects; and the company has
specified the projects or programs to be undertaken, the modalities of
utilization of funds of such projects and programs and the monitoring and

reporting mechanism”,

[F. No. 05/12/2016-CSR-Cell]
AMARDEEP SINGH BHATIA, Joint Secy.

Note.—The principal rules were published in the Gazette of India,
Extraordinary, Part 11, section 3, Sub-section (i), vide number G.S.R. 129(E),

dated the 27th February, 2014 and were subsequently amended by notification
number G.S.R. 644(E), dated the 12th September, 2014 and notification
number G.S.R. 43(E), dated the 19th January, 2015.
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