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SEBI Updates

Circular on Guidelines on Accounting with respect to Indian Accounting
Standards (Ind AS)
In continuation to Circular dated January 25, 2022, which mandated Asset Management
Companies (AMCs) to prepare financial statements of the Mutual Fund Schemes in
accordance with Ind AS from April 1, 2023, SEBI has issued Guidelines on accounting
with respect to Ind AS. With this Circular, SEBI has stipulated specific requirements and
a format for publishing the Balance Sheet.

RBI Updates

RBI releases Master Directions for credit derivative transactions
RBI, on February 10, 2022, has issued Master Directions which shall apply to credit
derivatives transactions undertaken in Over-the-Counter (OTC) markets and on
recognised stock exchanges in India.

Implementation of ‘Core Financial Services Solution’ (CFSS) by Non-Banking
Financial Companies (NBFCs)
RBI had mandated use of Core Financial Services Solution (similar to Core Banking
Solution/Software as known popularly) by NBFCs based on the scale-based operations
vide Circular dated October 22, 2021. RBI, on February 23, 2022, has issued a Circular
issuing Revised Regulatory Framework for NBFCs’ in terms of which NBFCs with 10 and
more branches are mandated to adopt CFSS.

Prudential Norms on Income Recognition, Asset Classification and Provisioning
pertaining to Advances

MCA Updates

The Companies (Accounts) Amendment Rules, 2022
MCA has notified the Companies (Accounts) Amendment Rules 2022, applicable with
effect from February 11, 2022, to insert a Rule 12(1B) in the Companies (Accounts) Rules,
2014, which provide for a new requirement from the financial year 2020-2021 and
onwards, in the case of every company covered under Section 135(1) of the Companies
Act, 2013, to furnish its Annual CSR Report in Form CSR-2 to the Registrar of Companies,
as an addendum to Form AOC-4. The last date for filing of Form CSR-2 for the financial
year 2020-2021 is March 31, 2022.
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Circular on Guidelines on Accounting with respect to
Indian Accounting Standards (Ind AS)
In continuation to Circular dated January 25, 2022, which mandated Asset Management
Companies (AMCs) to prepare financial statements of the Mutual Fund Schemes in accordance
with Ind AS from April 1, 2023, SEBI has issued Guidelines on accounting with respect to Ind AS.
With this Circular, SEBI has stipulated specific requirements and a format for publishing the
Balance Sheet.
In order to align AMC’s financial statements with Ind AS, SEBI has laid down specific requirements
including preparation of opening Balance Sheet as on date of transition and comparatives as
required by Ind AS. One exception allowed for transition is that the Mutual Fund Schemes may
not be mandatorily required to restate the previous years published per unit statistics as per
requirement of Ind AS for the first two years from first time adoption of Ind AS.
With regard to the above exemption, the following additional information is required to be
furnished:


To disclose the fact that previous GAAP information are not prepared in accordance with Ind
AS.



Disclosing nature of adjustments that will be required to be made to comply with Ind AS.
Mutual Fund Schemes need not quantify those adjustments.



The Financial Statements of the Mutual Fund Schemes shall be prepared in the prescribed
formats.

In order to align with IND AS requirement regarding transactions cost of investment to be
expensed out i.e. to be charged to Revenue Account instead of Capitalisation, SEBI has modified

the provisions of Circular dated November 19, 2021, that now requires brokerage and transaction
cost incurred for the purpose of execution above 12bps (for Cash market) and 5 bps (for
derivatives market) to be charged to the Scheme only up to the maximum limit of Total Expense
Ratio.

SEBI has further provided format for publishing the Balance Sheet and Notes to the Accounts in
Annexure A of the Circular.
The Circular shall be effective from April 1, 2023.

RBI releases Master Directions for credit derivative
transactions
RBI, on February 10, 2022, has issued Master Directions which shall apply to credit derivatives
transactions undertaken in Over-the-Counter (OTC) markets and on recognised stock exchanges
in India.
The Master Directions permit Residents and Non-residents, who are eligible to invest in corporate
bonds and debentures under the Foreign Exchange Management (Debt Instruments) Regulations,
2019 to participate in the Credit Derivatives Market.
These Directions shall apply to all credit derivative transactions entered into from the date the
Directions come into effect. Existing Directions will continue to be applicable to the credit
derivatives transactions undertaken in accordance with the said Directions till the expiry of those
contracts.
Residents and non-residents who are eligible to invest in corporate bonds and debentures under
the Foreign Exchange Management (Debt Instruments) Regulations 2019 will be eligible to
participate in the credit derivatives market. Scheduled commercial banks, excluding small
finance banks, payments banks, local area banks and regional rural banks, along with non-bank
lenders above certain size and the state-run Export Import Bank of India, National Bank of
Agriculture and Rural Development (NABARD), National Housing Bank and Small Industries
Development Bank of India (SIDBI) will be eligible to act as market-makers in credit derivatives.
These Directions shall come into effect from May 9, 2022.

Implementation of ‘Core Financial Services Solution’
(CFSS) by Non-Banking Financial Companies (NBFCs)
RBI had mandated use of Core Financial Services Solution (similar to Core Banking
Solution/Software as known popularly) by NBFCs based on the scale-based operations vide
Circular dated October 22, 2021. RBI, on February 23, 2022, has issued a Circular issuing Revised
Regulatory Framework for NBFCs’ in terms of which NBFCs with 10 and more branches are
mandated to adopt CFSS.
As per the Circular, the time frame for the implementation of the Core Financial Services by NBFCs
shall be as under:
Category of NBFC

Timeframe for implementation

NBFC – Middle and Upper Layers with 10 or more

On or before September 30, 2025

‘Fixed point service delivery units’

However, NBFC-Upper Layers shall ensure that
the CFSS is implemented at least in 70 per cent of
‘Fixed point service delivery units’ on or before
September 30, 2024.
NBFC – Base Layer and NBFC – Middle and Upper

Not mandatory

Layers with fewer than 10 ’Fixed point service
delivery units’

NBFCs, on a quarterly basis from quarter ending March 31, 2023, are required to report on
implementation of the CFSS, along with various milestones as approved by the Board / Committee
of the Board to the Senior Supervisory Manager (SSM) Office of RBI.

Prudential Norms on Income Recognition, Asset
Classification and Provisioning pertaining to Advances
On October 1, 2021, RBI had issued a Master Circular on matters relating to prudential norms on
Income Recognition, Asset Classification and Provisioning (IRACP) to advances.
On November 12, 2021, with a view to ensure uniformity in the implementation of IRACP across
all lending institutions, RBI had issued a Circular with Certain Clarifications.
On February 15, 2022, RBl has issued further Clarifications based on queries received on its
Circular dated November 12, 2021, which are as follows:
Out of Order: it has been clarified that the definition of out of order as per the Circular issued on
November 12, 2021 would be applicable to all loan products being offered as an overdraft facility
including those not meant for business purpose and/or which entail interest repayments.
The ‘previous 90 days period’ for determination of ‘out of order’ status of a CC/OD account shall
be inclusive of the day for which the day-end process is being run.
Upgradation of accounts classified as Non-Performing Assets (NPA): The Circular issued on
November 12, 2021 stated that loan accounts classified as NPAs may be upgraded as ‘standard’
asset only if entire arrears of interest and principal are paid by the borrower. The Circular was to
be complied by with effect from November 12, 2021. While the requirement to classify and
provide NPAs on the basis of November 12 circular continues, the instant circular provides some
relaxation to put in place internal systems and processes to classify assets on full recovery basis
by September 2022.

In case of borrowers having more than one credit facility from a lending institution, loan accounts
shall be upgraded from NPA to standard asset category only upon repayment of entire arrears of
interest and principal pertaining to all the credit facilities.
The November 2021 Circular does not make any changes to the requirements related to reporting
of information to the Central Repository of Information on Large Credits (CRILC) and interfere
with the extant guidelines on implementation of Ind AS by NBFCs.

The Companies (Accounts) Amendment Rules, 2022
MCA has notified the Companies (Accounts) Amendment Rules 2022, applicable with effect from
February 11, 2022, to insert a Rule 12(1B) in the Companies (Accounts) Rules, 2014, which provide
for a new requirement from the financial year 2020-2021 and onwards, in the case of every
company covered under Section 135(1) of the Companies Act, 2013, to furnish its Annual CSR
Report in Form CSR-2 to the Registrar of Companies, as an addendum to Form AOC-4. The last
date for filing of Form CSR-2 for the financial year 2020-2021 is March 31, 2022.
Form CSR-2, inter alia, requires for the following details to be provided:
1. Net Worth as on the Balance Sheet date.
2. Turnover for the period.
3. Net Profit for the period.
4. Details of CSR Committee, if any.
5. Whether the Company has done any impact assessment of the CSR projects, if applicable.
6. Amount available for set-off as per Rule 7 of the Companies (CSR Policy) Rules, 2014.
7. Project wise details of the amount spent.
8. Details of the unspent CSR amount.
9. Reasons for not spending of the CSR amount

