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Introduction

Dear Reader,

Grant Thornton in India is delighted

to present ‘Monthly GAAP Bulletin’, a
bulletin that summarises significant
accounting, auditing and related
updates. This publication has been
compiled to meet the needs of dynamic
Indian businesses and focuses on key
developments in India and across the
globe.

To access the source of information
and complete details, you can click the
hyperlinked text below each update.
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We would be pleased to receive your
valuable feedback. Please write to us at
npsg@in.gt.com with your comments,
questions or suggestions.

This edition covers updates for July 2020.

Following is the index of updates:
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A. India updates -
Effective

.

a. Accounting updates

1. Companies (Indian Accounting
Standards) Amendment Rules, 2020

The Ministry of Corporate Affairs (MCA), on 24 July 2020, issued
Companies (Indian Accounting Standards) Amendment Rules,
2020 to amend Companies (Indian Accounting Standards)
Rules, 2015. The key amendments include the following:

+ Amendments to Indian Accounting Standard (Ind
AS) 103, Business Combinations: The amendments in
Ind AS 103 are in line with the exposure draft released by
the Institute of Chartered Accountants of India (ICAI) in
February 2020. The amendment has narrowed the definition
of ‘business’ and of ‘outputs’ by focusing on goods and
services provided to the customers and by removing
reference to an ability to reduce costs. It clarifies that in
order to be considered as a ‘business’, an acquired set
of activities and assets must include, at a minimum, an
input and a substantive process that together significantly
contribute to the ability to create output.

The amendment states that an entity should determine
whether a transaction or other event is a business
combination by applying the definition in this Ind AS,
which requires that the assets acquired and liabilities
assumed constitute a business. If the assets acquired are
not a business, the reporting entity shall account for the
transaction or other event as an asset acquisition. These
amendments are applicable to business combinations for
which acquisition date is on or after the beginning of the
first annual reporting period beginning on or after 1 April
2020 and to asset acquisitions that occur on or after the
beginning of that period.
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Amendments to Ind AS 109, Financial Instruments: .
These amended rules have introduced temporary exceptions
from applying specific hedge accounting requirements,

i.e. hedging relationships directly affected by interest rate
benchmarking reform. A hedging relationship is considered

as directly affected by interest rate benchmarking reform

only if the reform gives rise to uncertainties about:

- The interest rate benchmark (contractually or non-
contractually specified) designated as a hedged risk;
and/or

- The timing or the amount of interest rate benchmark-
based cash flows of the hedged item or of the hedging
instrument

Amendments to Ind AS 107, Financial Instruments
Disclosures: The amendment requires disclosure of
additional information by the entity that has applied
the exceptions introduced in Ind AS 109 (i.e. interest rate
benchmark), which include the following:

- Asignificant interest rate benchmarks to which the
entity’s hedging relationships are exposed;

- The extent of the risk exposure the entity manages that is
directly affected by the interest rate benchmark reform;

- How the entity is managing the process to transition to
alternative benchmark rates;

- A description of significant assumptions or judgements
the entity made in applying these requirements; and

- The nominal amount of the hedging instruments in those
hedging relationships.

Amendments to Ind AS 116, Leases: The amendments in
this standard pertain to COVID-19 related rent concessions
for which the ICAl had released an exposure draft in June
2020. It provides that, as a practical expedient, a lessee can
elect not to assess whether a rent concession that meets
the conditions in paragraph 46B is a lease modification. A
lessee that makes this election will account for any change
in lease payments resulting from the rent concession the
same way it would account for the change applying this
Standard if the change were not a lease modification. This
practical expedient will apply only to rent concessions
occurring as a direct consequence of the COVID-19
pandemic and only if all of the following conditions are met:

- The change in lease payments results in revised
consideration for the lease that is substantially the
same as, or less than, the consideration for the lease
immediately preceding the change

- Any reduction in lease payments affects only payments
originally due on or before 30 June 2021 (for example, a
rent concession would meet this condition if it results in
reduced lease payments on or before 30 June 2021 and
increased lease payments that extend beyond 30 June
2021)

- There is no substantive change to other terms and
conditions of the lease.

These amended rules also provide that if a lessee applies the
practical expedient in as above, the lessee will disclose:

- That it has applied the practical expedient to all rent
concessions that meet the conditions or, if not applied to
all such rent concessions, information about the nature
of the contracts to which it has applied the practical
expedient
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- The amount recognised in profit or loss for the reporting
period to reflect changes in lease payments that arise
from rent concessions to which the lessee has applied the
practical expedient as discussed above

It also provides that a lessee will apply COVID-19 related rent
concessions retrospectively, recognising the cumulative effect
of initially applying that amendment as an adjustment to the
opening balance of retained earnings (or other component of
equity, as appropriate) at the beginning of the annual reporting
period in which the lessee first applies the amendment.

These amendments are applicable for annual reporting periods
beginning on or after 1 April 2020. In a case where the lessee
has not yet approved the financial statements for issue before
issuance of this amendment, then it maybe applied for annual
reporting periods beginning on or after 1 April 2019.

« Amendments to Ind AS 1: The amendment has been made
to what constitutes ‘material’ in Ind AS 1, Presentation
of Financial Statements and accordingly the other
accounting standards have been aligned to this definition.

These amended rules came into force on 24 July 2020.

Click here for the amended rules.



http://www.mca.gov.in/Ministry/pdf/Rule_24072020.pdf
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2. Clarification on ‘Implementation of Ind
AS’®

The Reserve Bank of India (RBI) had framed and issued
regulatory guidance on Ind AS, which would be applicable
on Ind AS implementing non-banking financial companies
(NBFCs) and asset reconstruction companies (ARCs) for
preparation of their financial statements (for the first time
under Ind AS regime) from financial year 2019-20 onwards.

Click here for the RBI notification dated 13 March 2020.

In accordance with above mentioned notification, any

net unrealised gains arising on fair valuation of financial
instruments was instructed to not be included in owned funds
whereas all such net losses were required to be included.

The RBl issued a notification dated 24 July 2020, which
further provides:

+ The unrealised gain/loss on a derivative transaction
undertaken for hedging may be offset against the
unrealised loss/gain recognised in the capital (either
through profit or loss or through other comprehensive
income) on the corresponding underlying hedged
instrument. If after such offset and netting with unrealised
goins/losses on other financial instruments, there are still
net unrealised gains, the same should be excluded from the
regulatory capital as required by paragraph 3 of above
mentioned regulatory guidance; and

+ Such unrealised gains/losses should be considered net of
the effect of taxation.

Click here for the RBI notification dated 24 July 2020.
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3. Educational material on Ind AS 38,
Intangible Assets

Accounting Standards Board of the ICAIl has issued an
Educational Material on Ind AS 38, Intangible Assets,
covering various aspects of Ind AS 38, which are expected to
be encountered while implementing Ind AS 38, by way of brief
summary and frequently asked questions (FAQs).

The educational material, inter alia, includes summary of Ind
AS 38, more than 45 FAQs, and major differences between
Ind AS 38 and IAS 38, Intangible Assets, as well as those
between Ind AS 38 and AS 26, Intangible Assets.

Click here for the announcement.

Click here for the educational material.

b. Auditing updates

1. Guidance Note on CARO 2020

The MCA issued the Companies (Auditor’s Report) Order,

2020 (CARO 2020) on 25 February 2020, which was initially
applicable for statutory audits of financial statements for
periods beginning on or after 1 April 2019. Subsequently, vide
notification dated 24 March 2020, applicability of CARO 2020
was deferred by one year; i.e. CARO 2020 would be applicable
for statutory audits of financial statements for periods beginning
on or after 1 April 2020.

Click here for CARO 2020.

Auditing and Assurance Standards Board (AASB) of the ICAI
has released the Guidance Note on the CARO 2020 (Guidance
Note) for providing appropriate guidance to the members on
various clauses of CARO 2020 and various issues involved
therein. This Guidance Note will supersede the Guidance Note
on CARO 2016 for audits of financial statements for periods
beginning on or after 1 April 2020.

Click here for the Guidance Note.
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2. Multiple choice questions (MCQs)
issued by the ICAI

AASB of the ICAI has issued the following two publications
containing MCQs:

+ MCQs on Engagement and Quality Control Standards
(EQC Standards), which contains MCOs on each of
the 46 EQC Standards issued till date. The publication is
comprehensive containing around 1,200 MCOs.

« MCQs on Guidance Note on the Companies (Auditor’s
Report) Order, 2020 (CARO 2020), which contains clause
wise MCQs on the Guidance Note on CARO 2020 issued
by the ICAI

Click here for the MCQs on EQC Standards.

Click here for the MCQs on Guidance Note on the CARO
2020.


https://m.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=11818
https://www.rbi.org.in/Scripts/BS_CircularIndexDisplay.aspx?Id=11940
http://icai.org/post/release-educational-material-indas38
https://resource.cdn.icai.org/60293asb49121.pdf
https://resource.cdn.icai.org/60118aasb48979-b.pdf
https://resource.cdn.icai.org/60285aasb49105.pdf
https://www.mca.gov.in/Ministry/pdf/Orders_25022020.pdf
https://resource.cdn.icai.org/60117aasb48979-a.pdf
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c. Regulatory updates

Companies Act updates

1. FAQs pertaining to and extension of the
last date of filing of NFRA 2 Form

National Financial Reporting Authority (NFRA) has issued
FAQs pertaining to NFRA 2 Form, which addresses the
common questions raised by the auditors while filing NFRA
2 Form, which is for annual return to be filed by the auditors
with the NFRA.

Click here for the FAQs.

Further, in continuation of its general circular dated 30 April
2020 (click here), the MCA has further extended the time

limit for filing NFRA 2 Form for the financial year 2018-19
(FY19). The form can now be filed within 270 days from the
date of deployment (i.e. 9 December 2019) of this form on the
website of NFRA.

Click here for the circular dated 6 July 2020.
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2. Publication on judicial pronouncements
under IBC, 2016 - Series 3

The Committee on Insolvency & Bankruptcy Code and

Indian Institute of Insolvency Professionals of the ICAl have
jointly issued the third series of the publication Judicial
Pronouncements under Insolvency and Bankruptcy
Code, 2016 (the Code) to help professionals understand the
application and intricacies of the provisions of the Code.

The publication covers important case analysis based on the
decisions by Supreme Court, High Courts, National Company
Law Appellate Tribunal and National Company Law Tribunall
on issues under the Code.

Click here for the publication.

3. Technical Guide on Accounting for
Expenditure on Corporate Social
Responsibility Activities and withdrawal
of Guidance Note

The Corporate Social Responsibility (CSR) Committee

of the ICAI has issued a publication, Technical Guide

on Accounting for Expenditure on Corporate Social
Responsibility Activities, to provide detailed guidance on
the accounting aspects of CSR spends and its presentation
in the financial statements. The publication, amongst others,
covers the position after the amendments made to the Section
135 of the Companies Act, 2013 (2013 Act) by Companies
(Amendment] Ordinance 2020, treatment for donations
made in kind and treatment of excess expenditure than that
specified under the law.

Subsequent to the issue of the aforesaid Technical Guide, the
earlier issued Guidance Note on Accounting for Expenditure
on Corporate Social Responsibility Activities, dated 15 May
2015, stands withdrawn.

Click here for the publication.

Click here for the announcement on withdrawal of the
previous Guidance Note.
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L. Technical Guide on Easy Incorporation
of Companies through SPICE+

The ICA, through its Corporate Laws & Corporate
Governance Committee (CLECGC), has released ‘Technical
Guide on Easy Incorporation of Companies through
SPICE+’ to provide detailed guidance on the procedural
aspects of the ‘Simplified Proforma for Incorporating
Company Electronically Plus’ (SPICE+) integrated form for
the benefit of all the members and other stakeholders.

Requisite procedural formalities along with relevant legal
inputs have been furnished in this technical guide. This
publication has been designed to appraise complete process
for incorporation of the companies.

Click here for the Technical Guide.


https://nfra.gov.in/sites/default/files/NFRA 2 Form FAQ.pdf
http://www.mca.gov.in/Ministry/pdf/Circular19_30042020.pdf
http://www.mca.gov.in/Ministry/pdf/GeneralCircularNo.26_06072020.pdf
https://resource.cdn.icai.org/60208icai-jpibc2016series.pdf
https://resource.cdn.icai.org/60115csr48973tg.pdf
https://www.icai.org/new_post.html?post_id=16672
https://resource.cdn.icai.org/60342clcgc49153.pdf
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SEBI updates

1. Extension of time for submission of
financial results

Securities and Exchange Board of India (SEBI) has extended
the timeline for submission of financial results under

regulation 33 of the SEBI (Listing Obligations and Disclosure
Requirements) Regulations, 2015 (as amended) (SEBI LODR
Regulations), for the quarter/half year/financial year ended

30 June 2020 from 14 August 2020 to 15 September 2020.

This circular came into force on 29 July 2020 when it was
issued.

Click here for the circular.
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2. Relaxation for issuers of NCDs/
NCRPS/CPs

SEBI (Issue and Listing of Debt Securities) Regulations, 2008,
SEBI (Non-Convertible Redeemable Preference Shares)
Regulations, 2013 (NCRPS Regulations) and circulars related
to listing of commercial papers (CPs) require an issuer to,
inter alia, submit its latest audited financials, which should
not be older than six months. Compliant listed entities are,
however, permitted to use unaudited financials with limited
review in lieu of the audited financials for the stub period,
subject to these unaudited financials not being older than six-
months.

Pursuant to the extension of timeline for submission of
financial results for the year ended 31 March 2020 under
regulations 33 and 52 of the SEBI LODR Regulations to 31
July 2020, SEBI has issued a circular dated 15 July 2020,
wherein it has permitted listed issuers who have issued NCDs/
NCRPS/CPs, on or after 1 July 2020 and intend/propose

to list such issued NCDs/NCRPS/CPs, on or before 31 July
2020, to use available financials as on 31 December 2019.

Click here for the circular.

3. Relaxation in compliance with
requirements pertaining to REITs, InvITs
and portfolio managers

In March 2020, SEBI granted temporary relaxations in
compliance requirements for Real Estate Investment Trust
(REITs) and Infrastructure Investment Trusts (‘InvITs’) for the
period ended 31 March 2020 and also extended the timeline
for applicability of SEBI Circular dated 13 February 2020 on
‘Guidelines for Portfolio Managers’, owing to the impact of
the COVID-19 pandemic.

Click here for the circular dated 23 March 2020 for REITs and
InvITs.

Click here for the circular dated 30 March 2020 for portfolio
managers.

SEBI has now further extended the timelines, as mentioned
below:

* Regulatory filings and compliances for REITs and InvlITs for
the period ending 31 March 2020 by another one month
over and above the extended timelines specified vide the
aforementioned circular dated 23 March 2020;
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+ For compliance by the portfolio managers with the
requirements of SEBI circular dated 13 February 2020, by
further three months. Accordingly, the provisions of said
SEBI circular will be applicable with effect from 1 October
2020.

These circulars came into force on the date of issue, i.e. 1 July
2020 and 29 June 2020, respectively.

Click here for the circular for REITs and InvlTs.

Click here for the circular for portfolio managers.



https://www.sebi.gov.in/legal/circulars/jul-2020/extension-of-time-for-submission-of-financial-results-for-the-quarter-half-year-financial-year-ended-30th-june-2020_47183.html
https://www.sebi.gov.in/legal/circulars/jul-2020/relaxation-from-compliance-with-provisions-of-the-sebi-issue-and-listing-of-debt-securities-regulations-2008-ilds-regulation-sebi-non-convertible-redeemable-preference-shares-regulations-20-_47071.html
https://www.sebi.gov.in/legal/circulars/jul-2020/relaxation-from-compliance-to-reits-and-invits-due-to-the-covid-19-virus-pandemic-amendment_46985.html
https://www.sebi.gov.in/legal/circulars/jun-2020/guidelines-for-portfolio-managers-extension-of-implementation-timeline_46959.html
https://www.sebi.gov.in/legal/circulars/mar-2020/relaxation-from-compliance-to-reits-and-invits-due-to-the-covid-19-virus-pandemic_46398.html
https://www.sebi.gov.in/legal/circulars/mar-2020/relaxation-in-compliance-with-requirements-pertaining-to-portfolio-managers_46460.html
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Lt. SEBI (Issue of Capital and Disclosure
Requirements) (Third Amendment)
Regulations, 2020

SEBI, vide its notification dated 1 July 2020, issued the

SEBI (Issue of Capital and Disclosure Requirements) (Third
Amendment) Regulations, 2020 (amended regulations)

to further amend SEBI (Issue of Capital and Disclosure
Requirements] Regulations, 2018, wherein it has introduced
the provisions relating to ‘optional pricing in preferential
issue’ (regulation 164B). As per the amended regulations, in
case of frequently traded shares, the issuer has the option to
determine the price of the preferential issue as per regulation
164, pricing of frequently traded shares, or new regulation
164B. Regulation 164B also includes provisions in respect of
other requirements, such as method of pricing and lock-in
period.

These amended regulations came into force on 9 July 2020.

Click here for the amended regulations.
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5. SEBI (Substantial Acquisition of Shares
and Takeovers) (Third Amendment)
Regulations, 2020

SEBI, vide its circular dated 1 July 2020, issued SEBI
(Substantial Acquisition of Shares and Takeovers) (Third
Amendment) Regulations, 2020 (amended regulations) to
further amend SEBI (Substantial Acquisition of Shares and
Takeovers) Regulations, 2011. Among other changes, the
following key requirements have been introduced:

* In case of indirect acquisitions, where public announcement
has been made, an amount equivalent to 100% of the
consideration payable in the open offer will be deposited
in an escrow account. It further provides that deposit of
securities will not be permitted as escrow account in respect
of indirect acquisitions, where public announcement has
been made.

- In case the acquirer is unable to make payment to the
shareholders, who have accepted the open offer within
the prescribed period, the acquirer will pay interest for
the period of delay to all such shareholders whose shares
have been accepted in the open offer, at the rate of 10%
per annum.

These amended regulations came into force on 1 July 2020.

Click here for the amended regulations.

6. SEBI (Prohibition of Insider Trading)
(Amendment) Regulations, 2020

SEBI has issued SEBI (Prohibition of Insider Trading)
(Amendment) Regulations, 2020 amending SEBI (Prohibition
of Insider Trading) Regulations, 2015 vide circular dated

17 July 2020, which, inter alia, provides that entities are
required to maintain a digital database containing the nature
of unpublished price sensitive information and the names of
such persons who have shared the information and also the
names of the persons with whom information is shared under
this regulation along with the permanent account number
(PAN) or any other identifier authorised by law where PAN is
not available. Such database will not be outsourced and will
be preserved for a period of not less than eight years after
completion of the relevant transactions.

These amended regulations came into force on 17 June 2020.

Click here for the amended regulations.
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http://egazette.nic.in/WriteReadData/2020/220435.pdf
http://egazette.nic.in/WriteReadData/2020/220315.pdf
http://www.egazette.nic.in/WriteReadData/2020/220574.pdf
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7. Amendment to guidelines on Issue and
Listing of Structured Products/Market
Linked Debentures (MLDs)

SEBI, vide its circular dated 28 September 2011, prescribed
guidelines for issue and listing of structured products/market
linked debentures (MLDs).

Click here for the circular dated 28 September 2011.

SEBI has now issued a circular dated 13 July 2020, wherein
it has been decided that valuation of MLDs will be carried out
by an agency appointed by Association of Mutual Funds in
India (AMFI) for the purpose of carrying out valuation. This
circular is issued pursuant to amendment to SEBI (Credit
Rating Agencies) Regulation, 1999 issued on 30 May 2018,
which provides that a Credit Rating Agency cannot carry out

any activity other than rating of securities post 30 May 2020.

Click here for the circular.
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8. Relaxations relating to procedural
matters

i. Issues and listing

In May 2020, SEBI had granted one-time relaxation from

strict enforcement of certain regulations of the SEBI (Issue

of Capital and Disclosure Requirements) Regulations, 2018
pertaining to rights issue opening up to 31 July 2020 and
offer documents filed up to 31 July 2020, subject to fulfilment
of certain conditions.

Click here for the circular dated 6 May 2020.

In continuation of the above, SEBI has now further extended
validity of relaxation applicable to the right issue opening and
offer documents filed up to 31 December 2020.

Click here for the circular.
ii. Takeover and buyback

SEBI, on 14 May 2020, permitted the service of letter of
offer/tender form and other offer related documents to the
shareholders electronically in relation to open offers and
buyback tender offers opening up to 31 July 2020, subject to
fulfilment of certain conditions.

Click here for the circular dated 14 May 2020.

On 27 July 2020, SEBI further extended validity of relaxation
to open offers and buyback tender offers opening up to 31
December 2020, subject to fulfilment of certain conditions.

Click here for the circular.

9. Extension for use of digital signature
certifications for authentication/
certification of filings/submissions
made to stock exchanges

SEBI, vide circular dated 17 April 2020, had permitted use of
digital signature certifications for authentication/certification
of filings/submissions made under the SEBI LODR Regulations
to the stock exchanges till 30 June 2020.

Click here for the circular dated 17 April 2020.

SEBI has now further extended the benefit for certifications
for authentication/certification of filings/submissions made to
stock exchanges till 31 December 2020.

This circular will apply for fillings/submissions made from 1
July 2020.

Click here for the circular dated 31 July 2020.
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https://www.sebi.gov.in/legal/circulars/sep-2011/guidelines-for-issue-and-listing-of-structured-products-market-linked-debentures_20742.html
https://www.sebi.gov.in/legal/circulars/jul-2020/guidelines-for-issue-and-listing-of-structured-products-market-linked-debentures-amendments_47053.html
https://www.sebi.gov.in/legal/circulars/may-2020/relaxations-relating-to-procedural-matters-issues-and-listing_46652.html
https://www.sebi.gov.in/legal/circulars/jul-2020/relaxations-relating-to-procedural-matters-issues-and-listing_47135.html
https://www.sebi.gov.in/legal/circulars/may-2020/relaxations-relating-to-procedural-matters-takeovers-and-buy-back_46672.html
https://www.sebi.gov.in/legal/circulars/jul-2020/relaxations-relating-to-procedural-matters-takeover-and-buy-back_47152.html
https://www.sebi.gov.in/legal/circulars/apr-2020/additional-relaxations-clarifications-in-relation-to-compliance-with-certain-provisions-of-the-sebi-listing-obligations-and-disclosure-requirements-regulations-2015-lodr-due-to-the-covid-19-_46525.html
https://www.sebi.gov.in/legal/circulars/jul-2020/use-of-digital-signature-certifications-for-authentication-certification-of-filings-submissions-made-to-stock-exchanges_47219.html

A. India updates -
Effective
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10. Clarification on applicability of
regulation 40(1) of SEBI LODR
Regulations to open offers, buybacks
and delisting of securities of listed
entities

SEBI issued clarification on 31 July 2020 regarding
applicability of regulation 40(1), Transfer or transmission
or transposition of securities, of SEBI LODR Regulations
to open offers, buybacks and delisting of securities of listed
entities.

Regulation 40(1), inter alia, states that “...except in case

of transmission or transposition of securities, requests for
effecting transfer of securities shall not be processed unless
the securities are held in the dematerialised form with a
depository.”

It is now clarified that the shareholders holding securities in
physical form are allowed to tender shares in open offers,
buybacks through tender offer route and exit offers in case
of voluntary or compulsory delisting. However, such tendering
should be as per the provisions of respective regulations.

This circular is effective from date of its publication (i.e. 31
July 2020).

Click here for the clarification.

11 Monthly GAAP Bulletin - August 2020 Volume I

11. Securities Contracts (Regulation)
(Second Amendment) Rules, 2020

Rule 19A of the Securities Contracts (Regulation) Rules, 1957,
provides for maintenance of minimum public shareholding
and its attainment within a specified period.

SEBI has now issued a notification, dated 31 July 2020,
extending the time duration allowed for complying with the
requirement to maintain minimum public shareholding of

at least 26% by every listed company (other than public
sector company) from two years to three years from the
commencement of Securities Contracts (Regulation) (Second
Amendment) Rules, 2018 (i.e. 3 August 2018]).

These amended rules came into force on 31 July 2020.

Click here for the amended rules.

Other regulatory updates

1. Extension of timeline for finalisation of
audited accounts of NBFCs

In accordance with the requirements of Master Direction on
Systemically Important Non-Deposit taking Company and
Deposit taking Company (Reserve Bank) Directions, 2016 and
Non-Systemically Important Non-Deposit taking Company
(Reserve Bank] Directions, 2016, every applicable NBFC is
required to finalise its balance sheet within a period of three
months from the date to which it pertains.

In view of the ongoing pandemic situation, the RBI has now
decided that every applicable NBFC will finalise its balance
sheet within a period of three months from the date to which
it pertains or any date as notified by SEBI for submission of
financial results by listed entities (31 July 2020).

Click here for the notification.
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2. Exemption from registration as NBFC -
Alternative Investment Fund (AIF)

In accordance with the provisions of master directions on
exemptions from the provisions of the RBI Act, 1934 (master
directions), venture capital fund companies, holding a
certificate of registration obtained under the Section 12 of the
SEBI Act, 1992 and not holding or accepting public deposit,
are exempted from the provisions of the Sections 45-IA and
45-IC of the RBI Act, 1934 and also from the applicability of
guidelines issued by the RBI for NBFCs.

The RBI, vide its notification dated 10 July 2020, has
substituted term ‘venture capital fund companies’ with
Alternative Investment Fund Companies (AIFCs). Hence,
above mentioned provision of the master directions will be
applicable to all AIFCs.

Click here for the notification.

Click here for the master directions on exemptions from the
provisions of RBI Act, 193Y4 (updated as on 10 July 2020).



http://egazette.nic.in/WriteReadData/2020/220809.pdf
https://www.rbi.org.in/scripts/NotificationUser.aspx?Id=11935&Mode=0
https://www.sebi.gov.in/legal/circulars/jul-2020/clarification-on-applicability-of-regulation-40-1-of-sebi-listing-obligations-and-disclosure-requirements-regulations-2015-to-open-offers-buybacks-and-delisting-of-securities-of-listed-entities_47216.html
https://www.rbi.org.in/scripts/NotificationUser.aspx?Mode=0&Id=11936
https://www.rbi.org.in/Scripts/BS_ViewMasDirections.aspx?id=10565

A. India updates -
Effective

.

3. Rescheduling of term loans

On 8 April 2020, Insurance Regulatory and Development
Authority of India (IRDAI) issued instructions on permitting
insurers to grant moratorium of three months towards
payment of instalments of term loans falling due between 1
March 2020 and 31 May 2020.

Click here for the circular dated 8 April 2020.

In line with the RBI directions dated 23 May 2020, the
following instructions have been issued by IRDAI towards
rescheduling of payment terms of term loans:

a. Insurers are permitted to grant a moratorium of three
months towards payment of instalments falling due
between 1 June 2020 and 31 August 2020. The repayment
schedule for such loans and also the residual tenor, will be
shifted across the board by three months subsequent to
the moratorium period.

b. Interest will continue to accrue on the outstanding portion
of the term loans during such moratorium period.

c. The asset classification of term loans which are granted
relief as per point no. (a), above will be determined on
the basis of revised due dates and revised repayment
schedule.

d. The rescheduling of payments, including interest, will not
qualify as a default for reporting of non-performing assets
(NPAs).
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e. Insurers will frame IRDAI approved policy for the above-
mentioned reliefs to all eligible borrowers by taking into
account various factors, including remaining tenure of
loan, consortium or non-consortium lending, repayment
capacity, etc.

f. Concurrent auditor in their report for the quarter ending
30 September 2020 will confirm that the insurer has
complied with the IRDAI approved policy in granting
moratorium.

Click here for IRDAI circular dated 7 July 2020.

L. Transfer of shares of the insurance
companies

IRDAI has issued circular dated 23 July 2020 to bring more
clarity on certain issues relating to transfer of shares of
insurance companies by promoters/shareholders. This

circular, inter alia, includes clarification on following aspects:

a. Conditions to be fulfilled for transfer of shares of listed
insurance companies

b. Considerations in determination of extent of transfer of
shares of listed and unlisted insurance companies

c. Requirement of pledge of shares in case of transfer of
shares

d. Suspension of the voting rights in case of non-compliance
e. Action for violation/non-compliance

Click here for the circular.
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5. Publication: ‘COVID-19 Regulatory
Updates Volume 3’

The Institute of Company Secretaries of India (ICSI) has
released volume 3 of publication titled, COVID-19 Regulatory
Updates covering several relief measures announced by the
government and various regulators to minimise the impact

of COVID-19 on financial markets, taxpayers, investors and
other stakeholders.

Click here for the press release.
Click here for the publication (volume 3).
Click here for the publication (volume 2).

Click here for the publication (volume 1).


https://www.irdai.gov.in/ADMINCMS/cms/whatsNew_Layout.aspx?page=PageNo4093&flag=1
https://www.irdai.gov.in/ADMINCMS/cms/whatsNew_Layout.aspx?page=PageNo4179&flag=1
https://www.irdai.gov.in/ADMINCMS/cms/whatsNew_Layout.aspx?page=PageNo4198&flag=1
https://www.icsi.edu/media/webmodules/Covering_Letter_Vol3.pdf
https://www.icsi.edu/media/webmodules/COVID19-REGULATORYUPDATES_VOL3.pdf
https://www.icsi.edu/media/webmodules/COVID19_REGULATORY_UPDATES_VOL2.pdf
https://www.icsi.edu/media/webmodules/REGULATORY UPDATE MARCH.pdf

B. India updates - Propose

a. Accounting update
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a. Accounting update

Exposure draft of Guidance Note on
Revenue from Operations in case of
Contractors

The ICAl has issued an exposure draft of Guidance Note on
Revenue from Operations in case of Contractors (exposure
draft). This exposure draft proposes to deal with the issue
whether the revenue recognised in the financial statements of
contractors as per the requirements of Accounting Standard
(AS) 7, Construction Contracts (Revised 2002) and Ind

AS 115, Revenue from Contracts with Customers, can

be considered revenue from operations for presentation in
Schedule lll to the 2013 Act.

It proposes that amount of contract revenue recognised

as revenue in the statement of profit and loss as per the
requirements of AS 7 (revised 2002) and Ind AS 115, should
be considered revenue from operations for presentation in
Schedule Il to the 2013 Act.

Upon finalisation and issuance of this proposed Guidance
Note, the Guidance Note on Turnover in case of Contractors
issued in 2008 would stand withdrawn.

Last date for submission of comments is 31 August 2020.

Click here for the exposure draft.
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B. India updates -
Proposed

D
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http://gtw3.grantthornton.in/assets/E/Exposure-Draft-of-Guidance-Note-on-Revenue-from-Operations-in-case-of-Contractors.pdf

C. International updates -

a. IFRS updates b. Auditing updates
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a. IFRS updates

1. Deferment of effective date of
amendments to IAS 1

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

Click here for the amendment dated 23 January 2020.

In response to COVID-19 pandemic, IASB has deferred the
effective date by one year to provide companies with more
time to implement any classification changes resulting from
those amendments. Hence, the amendments to IAS 1 will be
effective for annual reporting periods beginning on or after 1
January 2023.

Earlier application of the amendment continues to be
permitted.

Click here for the news release.

Click here for the amendment.

16 Monthly GAAP Bulletin - August 2020 Volume I

2. AASB staff FAQs on impairment of non-
financial assets

Australian Accounting Standards Board (AASB) has released
staff FAOQs on AASB 136, Impairment of Assets, in response to
economic uncertainties arising from the COVID-19 pandemic.

These FAQs are relevant to both for profit and not-for-profit
entities, but in relation to the latter, do not address non-
financial assets not held primarily for their ability to generate
net cash inflows that are regularly revalued to fair value under
the revaluation model in AASB 116 Property, Plant and
Equipment or AASB 138 Intangible Assets as the recoverable
amount of these assets is expected to be materially the same
as fair value.

Click here for the news.
Click here for the FAOs.

C. International updates -
Effective
9

b. Auditing updates

1. SAS 143, Auditing Accounting Estimates
and Related Disclosures and SAS 142,
Audit Evidence

The Auditing Standards Board (ASB) of the American Institute of
Certified Public Accountants (AICPA) has released the following
two Statement on Auditing Standards (SASs):

ii. SAS 143, Auditing Accounting Estimates and Related
Disclosures: The following are fundamental aspects of
this standard that enhance the auditing standards relating
to auditing accounting estimates and the auditor’s focus
on factors driving estimation uncertainty and potential
management bias. This SAS, inter alia:

a. Explains the nature of accounting estimates and the
concept of estimation uncertainty;

b. Provides information about scalability of the SAS for
all types of accounting estimates, from those that are
relatively simple to those that are complex;

c. Requires a separate assessment of inherent risk and
control risk at the assertion level;

d. Emphasises that the auditor’s further audit procedures
need to be responsive to the reasons for the assessed
risks of material misstatement at the relevant assertion
level;

e. Addresses the exercise of professional skepticism when
auditing accounting estimates.

© &

SAS No. 143 supersedes SAS No. 122, Statements on Auditing
Standards: Clarification and Recodification, as amended,
Section 540, Auditing Accounting Estimates, Including Fair
Value Accounting Estimates, and Related Disclosures,

and amends various other AU-C sections in AICPA Professional
Standards.

SAS 143 is effective for audits of financial statements for
periods ending on or after 16 December 2023.

Click here for the news.

Click here for SAS 143.

iii. SAS 142, Audit Evidence: The revisions to SAS No. 142
address the evolving nature of transacting business as
well as the evolution of audit services. Issues addressed
include use of emerging technologies and techniques by
both preparers and auditors, the application of professional
skepticism, the expanding use of external information
sources to provide audit evidence, and more broadly, the
relevance and reliability of audit evidence.

SAS 142 supersedes AU-C Section 500, Audit Evidence
and amends various other sections of SAS 122, Statements
on Auditing Standards: Clarification and Recodification, as
amended.

SAS 142 is effective for audits of financial statements for
periods ending on or after 156 December 2022.

Click here for SAS 142.


http://gtw3.grantthornton.in/assets/A/Amendments-to-IAS-1-January-2020.pdf
https://www.ifrs.org/news-and-events/2020/07/iasb-defers-the-effective-date-of-amendments-to-ias-1/
http://gtw3.grantthornton.in/assets/A/Amendment-to-IAS-1.pdf
https://aasb.cmail19.com/t/ViewEmail/r/181E8E21DE095BE32540EF23F30FEDED/338953D09F7513ED325C0EDD35DE848B
https://www.aasb.gov.au/admin/file/content102/c3/FAQ_ImpairmentOfNonFinancialAssets_07-20 (002).pdf
https://www.aicpa.org/press/pressreleases/2020/aicpa-issues-updated-standard-on-accounting-estimates-for-auditors.html
https://www.aicpa.org/content/dam/aicpa/research/standards/auditattest/downloadabledocuments/sas-143.pdf
https://www.aicpa.org/content/dam/aicpa/research/standards/auditattest/downloadabledocuments/sas-142.pdf

D. International updates - P

a. US GAAP updates
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D. International updates -
Proposed

.

a. US GAAP updates

1. Exposure draft on proposed statement 2. Exposure draft on proposed ASU - Click here for ASU 2019-09.
of financial accounting concepts: Financial Services-Insurance In consideration of the implications of the COVID-19 pandemic
. . on insurance entity’s ability to effectively implement LDTI, FASB
Concept Statement No. 8, Conceptual (Topic 944): Effective Date and Early has issued proposed ASU to further defer the effective date by
. . . . . one year for all insurance entities and has provided transitional
Framework for Financial Reportlng Appllcatlon relief to facilitate early application of LDTI.
Financial Accounting Standards Board (FASB) has issued FASB had deferred the original effective date of Accounting . .
an exposure draft on proposed new chapter, Concepts Standard Update (ASU) 2018-12, Financial Services- Standard SEC f'llers Al oiiher Private and
Statement No. 8, Conceptual Framework for Financial Insurance (Topic 944): Targeted Improvements to the [P”F’l'c pu b'l'c all others
Reporting - Chapter U4, Elements of Financial Statements, = Accounting for Long-Duration Contracts, for all insurance business business
of its Conceptual Framework that defines 10 elements of companies that issue long-duration contracts (LDTI), such entities) entities
financial statements to be applied in developing standards for  as life insurance and annuities for all entities, with early
public and private companies and not-for-profit organisations.  application permitted. Insurance January 262+ danuarg262t Jonuarg262+
The proposed new chapter would replace Concepts Statement
No. 6, Elements of Financial Statements, clarifying and denuary 2622 January 2624 January 2624
improving upon its elements.
Standard SEC filers All other Private and January 2023 January 2026 January 2025
The new proposed chapter would: bli bii Il oth
. o ) o . (public public all others (excludes (includes
i. Clearly |de'nt|f'g. the right or obligation that gives rise to an business business smaller smaller
asset or a ||Qb|l|t9; entities] entities reporting reporting
ii. Eliminate terminology that makes the definitions of assets compgnies, compqnies,
and liabilities difficult to understand and apply; Insurance Jenuary 2621 Jenuary 2621 Jenuarg2622 as defined by as defined by
SEC SEC
iii. Clarify the distinction between liabilities and equity and January 2022 January 2024 January 2024 ) )
between revenues and gains and expenses and losses; and
. ) ] ) o (excludes (includes
iv. Modify the distinctions in equity for not-for-profit entities. smaller smaller Last date for submission of comments is 24 August 2020.
Last date for submission of comments is 13 November 2020. reporting reporting Click here for the news.
; companies, companies, Click here for the exposure draft.
Click here for the news. as defined by as defined by
Click here for the exposure draft. SEC) SEC)
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https://www.fasb.org/cs/Satellite?c=FASBContent_C&cid=1176174889316&pagename=FASB%2FFASBContent_C%2FNewsPage
http://gtw3.grantthornton.in/assets/C/Concepts-Statement-No-8-Conceptual-Framework-for-Financial-Reporting.pdf
https://www.fasb.org/jsp/FASB/Document_C/DocumentPage?cid=1176173775805&acceptedDisclaimer=true
https://www.fasb.org/cs/Satellite?c=FASBContent_C&cid=1176174862525&pagename=FASB%2FFASBContent_C%2FNewsPage
http://gtw3.grantthornton.in/assets/P/Proposed_Accounting_Standards_Update-Financial_Services-Insurance_Topic_944-Effective_Date_and_Early_Application.pdf
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