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Foreword
The globally evolving corporate environment of India necessitate 
regulators to keep the Indian Accounting Standards and Financial 
systems at pace fulfilling which the Ministry of Corporate Affairs, 
Institute of Chartered Accountant of India and SEBI issues revisions, 
recommendations in form of notifications and press release from 
time to time in order to ensure escalated reliability, greater
transparency and compatibility of the financial reporting. 

To provide insights on key amendments and ensure compliance to 
safeguard the stakeholders interest, we are pleased to bring to you 
our issue covering the key updates announced in the recent past.

September 2021 witnessed Markets Regulator Sebi’s Board approval 
for a slew of reforms, including frameworks for gold and social stock 
exchanges with a nod to amend framework of the delisting of equity 
shares after open offer, along with amendments in relation to
regulatory provisions on related party transactions (RPTs) with an aim 
to strengthen the Corporate Governance.
 
In the same month ministry of corporate affairs bolstered the
companies with the notification of extension for conducting the 
AGM, we have highlighted the key impact of the same and the 
consequent notifications regarding UDIN generation and LLP- form 8 
which followed the aforesaid.

In addition, we put forward the synopsis of the exposure draft by ICAI 
on amendment of Ind AS 12 - Deferred Tax related to Assets and 
Liabilities arising from a Single Transaction. The draft was issued with 
the purpose to reduce diversity in the reporting of deferred taxes on 
leases and decommissioning obligations.

Furthermore, we have articulated the key Differences between the 
Accounting standard 28 and the exposure draft issued by ICAI 
Accounting standard 36 which deals with Impairment of Assets along 
with the Accounting standard 24 and exposure draft issued by ICAI - 
Accounting standard 105 dealing in Non - Current Assets held for Sale 
and Discontinued Operations.

We aim to provide an overview of these updates in a simplified 
manner along with highlighting key changes and implications in order 
to assist you with your financial reporting and audits. We believe that 
our publication will be beneficial to you enabling adherence to 
compliances and ensuring better corporate governance.
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Key highlights of SEBI’s Board Meeting held on 
September 28,2021

Board of SEBI met on September 28,2021 and took 
certain key decisions which will result in enhanced 
corporate governance, creation of new asset class and 
simplification of rules for delisting. In this article we have 
covered major decisions of SEBI Board in the aforesaid 
meeting.

Enhanced Corporate Governance

a) Review of regulatory provisions on Related Party 
    Transactions (Applicable from April 1, 2022, unless 
    otherwise specified.)

    The Board considered and approved the amendments 
    to SEBI (Listing Obligations and Disclosure
    Requirements) Regulations, 2015, in relation to
    regulatory provisions on related party transactions 
    (RPTs). 

Related party has been defined as all persons or entities 
forming part of promoter or promoter group irrespective 
of their shareholding or any person/entity holding equity 
shares in the listed entity either directly or on a beneficial 
interest basis at any time during the immediately
preceding financial year to the extent of 20 % or more 
and reduced to the extent of 10% or more w.e.f. April 1, 
2023.

Related party transactions(“RPTs”) shall include
transactions between the listed entity or any of its 
subsidiaries or between any of its subsidiaries. Effective 
from April 1,2023 the transactions between the listed 
entity or any of its subsidiaries and any other person or 
entity the purpose and effect of which is to benefit a 
related party of the listed entity or any of its subsidiaries. 

Approvals and Disclosures for RPTs

-  Prior approval of the shareholders of the listed entity 
   shall be required for material RPTs having a threshold of 
   lower of Rs. 1000 crore or 10% of the consolidated 
   annual turnover of the listed entity.

-  Approval of the Audit committee shall be required for 
   all RPTs and subsequent material modifications as 
   defined by the Audit committee RPTs where subsidiary 
   is a party but listed entity is not a party subject to 
   threshold of 10% of the consolidated turnover of the 
   listed entity and 10% of the standalone turnover of the 
   subsidiary w.e.f. April 1, 2023.



    The salient features of the framework 
    approved by the Board is as follows:

    -   SSE shall be a separate segment of the 
        existing stock exchanges.

    -   Social Enterprises eligible to participate in 
        SSE, shall be entities (Non-Profit
        Organization - NPO and For-Profit Social 
        Enterprise - FPE) having social intent and 
        impact as their primary goals. Social
        Enterprises will have to engage in a social 
        activity out of the list of 15 broad eligible 
        social activities approved by the Board.

    -   Eligible NPOs may raise funds through 
        equity, Zero Coupon Zero Principal (ZCZP) 
        bonds, Mutual Funds, Social Impact Funds, 
        and Development Impact Bonds. NPOs 
        desirous of raising funds on SSE shall be 
        required to be registered with SSE.

    -   Social Venture Funds under SEBI
        (Alternative Investment Funds) Regulations 
        will be rechristened as Social Impact Funds 
        (SIFs). The corpus requirements for such 
        funds shall be reduced from Rs. 20 crores. 
        to Rs. 5 crores. 

    -   SEBI shall make suitable amendments to its 
        regulatory framework, towards mandating 
        initial and continuous disclosures for Social 
        Enterprises, covering aspects relating to 
        governance, financial and social impact.

    -   Audit of social impact, i.e. social audit shall 
        be mandated for SEs raising funds/
        registered on SSE. To begin with only 
        reputed firms/institutions having expertise 
        in the area of social audit shall be allowed 
        to carry out social audits employing social 
        auditors who have qualified the
        certification course conducted by NISM. A 
        separate sustainability directorate under 
        ICAI shall function as an SRO for Social 
        Auditors.

    -   SEBI shall engage with NABARD, SIDBI and 
        stock exchanges towards institution of a 
        capacity building fund, with a corpus of Rs 
        100 Crores.
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Enhanced disclosure of information related to 
RPTs to be:

•  placed before the audit committee

•  provided in the notice to shareholders for 
    material RPTs, and

•  provided to the stock exchanges every six 
    months in the format specified by the Board 
    with the following timelines:

     - within 15 days from the date of publication 
       of financials.

     - simultaneously with the financials w.e.f. 
       April 1, 2023.

b) Creation of new asset class

•  Proposed framework for Gold Exchange and 
    SEBI (Vault Managers) Regulations, 2021

    Instrument representing gold will be called 
    ‘Electronic Gold Receipt’ (EGR) and will be 
    notified as securities under Securities 
    Contracts (Regulation) Act, 1956. EGRs will 
    have the trading, clearing and settlement 
    features similar to any other securities. 

    Any recognized stock exchange can launch 
    trading in EGRs in a separate segment. 
    Denomination for trading of EGR and
    conversion of EGR into gold, can be decided 
    by the recognized stock exchanges, with the 
    approval of SEBI. The Clearing Corporation 
    will settle the trades, executed on the stock 
    exchange/s, by way of transferring EGRs and 
    funds to the buyer and seller respectively. 
    EGR holder can continue to hold the EGR if 
    intended, since EGRs will have perpetual 
    validity. The EGR holder, at his discretion, can 
    also withdraw the underlying gold from the 
    vaults, upon surrender of the EGRs. 

•  Framework for Social Stock Exchange

    The Board approved the creation of the Social 
    Stock Exchange (SSE), under the regulatory 
    ambit itself for fund raising by social
    enterprises (SE). The framework for the SSE 
    has been developed on the basis of the 
    recommendations of a working group and a 
    technical group constituted.
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    -   Operationalization of the above framework 
        will require amendments to applicable 
        regulations such as ICDR Regulations, LODR 
        Regulations, AIF Regulations, Mutual Fund 
        Regulations etc. which will be taken up by 
        SEBI.

•  Introduction of Silver Exchange Traded Funds 
    in India

    The Board approved amendment to SEBI 
    (Mutual Funds) Regulations, 1996 to enable 
    introduction of Silver Exchange Traded Funds 
    with certain safeguards in line with the 
    existing regulatory mechanism for Gold ETFs.

c) Review of delisting framework pursuant to 
    open offer

    The Board approved the proposal to amend 
    the existing regulatory framework for
    delisting of equity shares pursuant to open 
    offer as provided under the extant Regulation 
    5A of the SEBI (Substantial Acquisition of 
    Shares and Takeovers) Regulations, 2011 
    (Takeover Regulations).

    Under the existing framework, if an open 
    offer is triggered, compliance with Takeover 
    Regulations could take the incoming
    acquirer’s holding to above 75% or perhaps 
    even 90%, however, to ensure compliance 
    with Securities Contract (Regulation) Rules, 
    1957 (SCRR) the acquirer would be forced to 
    first bring his stake down to 75% as the SEBI 
    (Delisting of Equity Shares) Regulations, 2021 
    (Delisting Regulations) would not let the 
    acquirer even to attempt at delisting unless 
    the holding is first brought down to 75%. Such 
    directionally contradictory transactions in a 
    sequence pose complexity in the takeover of 
    listed companies especially where the
    acquirer desires to get the company delisted 
    pursuant to his take over. The revised
    framework aims to make M&A transactions 
    for listed companies a more rational and 
    convenient exercise, balancing the interest of 
    all investors in the process. 
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    The key features of revised framework for 
    delisting pursuant to an open offer are as 
    under: 

   •   The framework shall be made available in 
        the case of open offers under the Takeover 
        Regulations for an incoming acquirer who is 
        seeking to acquire control under Regulation 
        3(1) or Regulation 4 or Regulation 5.

   •   If the acquirer is desirous of delisting the 
        target company, the acquirer must propose 
        a higher price for delisting with suitable 
        premium over open offer price.

   •   If the response to the open offer leads to 
        the delisting threshold of 90% being met, 
        all shareholders who tender their shares 
        shall be paid the same delisting price and if 
        the response to the offer leads to the 
        delisting threshold of 90% not being met, 
        all shareholders who tender their shares 
        shall be paid the same takeover price.

   •   If a company does not get delisted pursuant 
        to the open offer under this framework, 
        and the acquirer crosses 75% due to the 
        open offer, a period of 12 months from the 
        date of completion of the open offer will be 
        provided to the acquirer to make further 
        attempts to delist the company under the 
        Delisting Regulations using the reverse 
        book building mechanism. If delisting 
        during this extended 12-month period is 
        not successful, the acquirer then must 
        comply with the minimum public share
        holding norm within a period of 12 months 
        from the end of such period.

   •   If the acquirer at the time of open offer, 
        states upfront that it would opt for
        remaining listed, and the total stake at the 
        end of the tendering period reaches above 
        75%, then the acquirer may opt for either 
        proportionately scaling down of purchases 
        made under both, i.e. the underlying share 
        purchase agreement and the shares 
        tendered under open offer, in such a 
        manner that the 75% threshold is never 
        crossed or alternatively, the acquirer shall 
        have to become compliant with minimum 
        public shareholding within the time
        stipulated under SCRR. 

 

•   Enhanced disclosure and approval of
     shareholders for RPT’s will ensure greater 
     transparency.

•   By notifying the framework for social stock 
     exchange India has entered into list of few 
     developed countries to have separate social 
     stock exchanges. This will allow entities 
     engaged in activities across the 15 broad 
     categories of social and educational services, 
     in both profit and not-for profit, to raise 
     funds for their operations and growth.

•   Amendment in relation to delisting
     regulation implies to an overall regulatory 
     approach that seeks to balance public
     shareholders’ expectations with that of the 
     enterprise.

  •   While undertaking delisting under this 
        framework, all the provisions of the
        Delisting Regulations shall be applicable 
        mutatis-mutandis, save otherwise provided 
        in this framework.

Nangia’s Take on these
Amendments 
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Extension of time for holding of AGM 
by companies, filing of Form 8 by LLPs 
and the Time Limit of Generating UDIN

Considering the enormous difficulties and 
hardships faced by the stakeholders in conduct 
of AGM due to the second wave of Covid-19 and 
consequent lockdown, the MCA Vide its Order 
dated 23.09.2021 extended the timeline to hold 
AGM by two months beyond the due date for 
the FY 2020-21 ended on 31.03.2021.
Accordingly, the Companies are allowed to 
conduct AGM by 30th November, 2021 i.e. 30th 
September, 2021 plus 2 months’ extension and 
the same can be conducted through the mode 
of Video Conferencing (VC) or Other Audio-
Visual Means (OAVM) as well. Moreover, in 
order to extend deadline for Filing Form 8 of 
LLPs, MCA on 26th October 2021 issued a 
notification on relaxation in paying additional 
fees in case of delay in filing Form 8.

Extension granted under this order covered the 
below said as well: 

•  Pending applications filed in form GNL-1 for 
    the extension of AGM for the financial year 
    ended on 31.03.2021, which are yet to be 
    approved. 

•  Applications filed in form GNL-1 for the 
    extension of AGM for the financial year ended 
    on 31.03.2021, which were rejected.

•  Applications filed in form GNL-1 for the 
    extension of AGM for the financial year ended 
    on 31.03.2021, where the extension approved 
    was for a period less than 2 months.

The extension of aforesaid timelines descended 
the following extensions as well

•  Relaxation in finalisation of Books of Accounts 
    for the financial year ended 31.03.2021, as 
    the Board of Directors of the company has to 
    lay before the Members the financial
    statements for the financial year at the AGM 
    as per applicability of Section 129(2) of the 
    Companies Act, 2013.

•  Alongside the UDIN Directorate, decided that 
    with the immediate effect the time limit of 
    generating UDIN would be 60 days from the 
    date of the signing of certificates/reports/
    document instead of 15 days, with an aim to 
    align the time limit for generating UDIN with 
    the Standards on Auditing and Standard on 
    Quality Control

•  Further, in case of MSMEs operating through 
    the vehicle of LLP can now file form 8 (The 
    Statement of Account and Solvency) for the 
    FY 20-21 without paying additional fees up to 
    December 30,2021. This further has enabled 
    LLPs which are required to be audited get 
    their Financial Statements audited before the 
    aforementioned date.
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The ASB of ICAI has made a marvellous attempt 
at bringing the Ind AS in line with underlying IAS 
12. These proposed amendments are typically 
aimed at making the financial reporting
framework more transparent, faithful and 
reliable.

Nangia’s Take on these
Amendments 

Exposure Draft on Amendment to Ind 
AS 12 – Deferred Tax related to Assets 
and Liabilities arising from a Single 
Transaction 

The entire framework of Ind AS is based on IFRS 
standards issued by International Accounting 
Standards Board (IASB). Such standards are 
subject to time to time revisions and
amendments. ASB of ICAI, in its venture to keep 
Ind AS in line with IFRS, has decided to bring 
necessary updates in its standards. Recently, 
ICAI has issued an exposure draft on
amendments to Ind AS 12. In this exposure 
draft, the aim has been to narrow the scope of
recognition exemption arising from a single 
transaction in para 15 to 24 so that it no longer 
applies to transactions that, on initial
recognition, give rise to equal taxable and 
deductible temporary differences. The aim of 
the draft amendments is to reduce diversity in 
the reporting of deferred taxes on leases and 
decommissioning obligations.

The key highlights of the exposure draft are 
explained as follows:

•  In the proposed amendments, if the
    transaction affects either accounting or 
    taxable profit, or gives rise to equal taxable 
    and deductible temporary difference, then 
    entity shall recognise Deferred Tax Asset or 
    Liability and recognise the resulting Deferred 
    Tax Expense or income in profit or loss.

•  Insertion of Paragraph 22A: If a transaction is 
    not a business combination which may 
    consequentially result in an initial recognition 
    of asset or liability (such as recognition of 
    lease liability and corresponding recognition 
    of cost of ROU asset), which does not affect 
    either accounting or taxable profit, then basis 
    the prevailing tax law, equal taxable and 
    deductible temporary differences may arise 
    on initial recognition of the asset or liability in 
    such a transaction. Also, the exemption under 
    Paragraph 15 to 24 does not apply to such 
    temporary differences and an entity
    recognises any resulting deferred tax liability 
    and asset.

•  Further, these amendments will get
    applicable for entities in accordance with 
    paragraphs 98K-98L for annual reporting 
    periods beginning on or after 1 April 2023. 
    Additionally, these entities shall apply 
    Deferred Tax related to Assets or Liabilities 
    arising from a single transaction to
    transactions that occur on or after the
    beginning of the earliest comparative period 
    presented.
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Exposure Drafts on AS 36 and AS 105

Presently, there are two sets of Accounting standards followed in India. For listed companies and 
unlisted companies having net worth above INR Rs. 250 crore are required to follow Ind AS. For rest of 
the companies, IGAAP are followed. While Ind AS are themselves IASB issued IFRS standards, IGAAP 
(commonly known as AS) are traditional accounting standards that are followed in India even before Ind 
AS era began in India.

On the basis of the discussions held at various standard setting forums, it has been decided to revise 
Accounting Standards (AS). ASB hence ventured a mission to streamline the consistency in the
numbering of AS with Ind AS numbering. In this pursuit the board is resolute in framing an entire set of 
revised Accounting Standards which shall consist of 32 standards. So far Exposure drafts of 22 revised 
standards have been issued. 

In the month of August 2021, The Institute has released exposure drafts on two standards:

Accounting Standard (AS) Description of Standard

AS 36 Impairment of Assets

AS 105 Non - Current Assets held for Sale and Discontinued Operations

1.  AS 36: Impairment of Assets

Presently, Impairment of Assets is dealt under 
AS 28: Impairment of Assets. The key difference 
between contemporary standard i.e., AS 28 and 
the exposure draft i.e., AS 36 are summarized as 
below:

a.  Applicability: 

•   AS 36 will also applies to financial assets 
     classified as subsidiaries, associates and join 
     ventures. Such financial assets are out of 
     scope of AS 28.

•   AS 36 specifically excludes Biological assets 
     related to agricultural activity, non-current 
     assets (or disposal groups) classified as held 
     for sale and assets arising out of employee 
     benefits out of its scope. AS 28 is silent on 
     inclusion as well as exclusion of these assets.

b.  Definition of ‘recoverable amount’:

•   AS 36 defines ‘recoverable amount’ (para
     graph 6) of an asset or a cash - generating 
     unit as the higher of:

    -  Fair value less costs of disposal of Asset, and 
    -  Value in Use.

     Fair value will be the value as defined under 
     AS 113, Fair Value Measurement
     (this standard is under formulation). Value in 
     use is the present value of the future cash 
     flows expected to be derived from an asset 
     or cash - generating unit.

•   AS 28 defines ‘recoverable amount’ (para
     graph 4.1) of an asset as higher of:

    -  Asset’s net selling price, and
    -  Value in Use.

     Value in use refers here to present value of 
     estimated future cash flows expected to arise 
     from the continuing use of an asset and from 
     its disposal at the end of its useful life. In 
     case of SMCs, SMCs can use any reasonable 
     estimate to determine value in use of an 
     asset.

     Furthermore, AS 36 does not define ‘net 
     selling price’ unlike AS 28 and AS 28 does not 
     define ‘Fair value like cost of disposal of 
     asset’ unlike AS 36.



c.  Treatment of Goodwill in case of
     Impairment of Assets of a Cash – Generating 
     Units

    AS 28 requires impairment loss recognized for     
    goodwill to be reversed in a subsequent 
    period when it was caused by a specific 
    external event of an exceptional nature and 
    subsequent external events that have 
    occurred that reverse the effect of that event. 
    AS 36 prohibits the reversal of goodwill once 
    it has been utilized to adjust the impairment 
    losses of a cash - generating unit.

    Under AS 28, goodwill was allocated to cash - 
    generating units only when the allocation can 
    be done on a reasonable and consistent basis. 
    When all or a portion of goodwill cannot be 
    allocated reasonably and consistently to the 
    CGU being tested for impairment, two levels 
    of impairment tests are carried out, viz., 
    bottom-up test and top-down test. In revised 
    AS 36, goodwill is allocated to cash-generating     
    units (CGUs) or groups of CGUs that are
    expected to benefit from the synergies of the 
    business combination from which it arose. 
    There is no bottom-up or top-down approach 
    for allocation of goodwill.

d.  Additional Guidance on certain aspects in 
     AS 36 vis-à-vis AS 28

    Revised AS 36 gives additional guidance on, 
    inter alia, the following aspects compared to 
    AS 28: 

    •  Estimating the value in use of an asset; 

    •  For managements to assess the
        reasonableness of the assumptions on 
        which cash flows are based; and 

    •  Using present value techniques in
        measuring an asset’s value in use. 
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        (i) approved a detailed, formal plan for the 
            discontinuance and
        (ii) made an announcement of the plan.

    Revised AS 105, is however silent on such 
    initial disclosure event.

d.  Measurement of Disposal Groups

    Under revised AS 105, non-current assets 
    (disposal groups) held for sale are measured 
    at the lower of carrying amount and fair value 
    less costs to sell, and are presented separately 
    in the balance sheet. AS 24 required to apply 
    the principles set out in other relevant 
    Accounting Standards, e.g., AS 10 requires 
    that the property, plant and equipment 
    retired from active use and held for disposal 
    should be stated at the lower of their carrying 
    amount and net realisable value and shown 
    separately in the financial statements.

e.  Abandoned Assets

Revised AS 105 specifically mentions that 
abandonment of assets should not be classified 
as held for sale. In AS 24, abandonment of 
assets was classified as a discontinuing
operation; however, changing the scope of an 
operations or the manner in which it is
conducted is not abandonment and hence not a 
discontinuing operation. (Paragraph 7 of AS 24 
and paragraph 18 of revised AS 105).

Both AS 36 and AS 105 are vastly based on 
footprints of Ind AS 36 and Ind AS 105
respectively. The deviations primarily related to 
catering to Indian environment for SMCs and 
the other accounting standards that shall prevail 
as a part of IGAAP and maintain synchronization 
with Division I of Schedule III to the Companies 
Act, 2013.

However, this clearly indicates that in the near 
future accounting standards shall undergo a 
paradigm shift and the companies and the 
auditors should start preparing for the change in 
advance for seamless transition.

Nangia’s Take on these
Amendments 
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2.  AS 105: Non – Current Assets held for Sale 
     and Discontinued Operations

Presently, Discontinued Operations are dealt 
under the provisions of AS 24: Discontinued 
Operations. The most important difference 
between this exposure draft and the prevailing 
standard is the fact that accounting of non - 
current assets held for sale and its presentation 
and disclosure is dealt with in AS 105 for the 
first time for IGAAP compliant companies. At 
present, fixed assets retired from active use and 
held for sale are dealt with in AS 10: Property, 
Plant and Equipment.

Furthermore, various key differences between 
AS 24 and AS 105 are highlighted as follows:

a.  Definition of Discontinued Operations

    As per revised AS 105, a discontinued
    operation is a component of an entity that 
    represents a separate major line of business 
    or geographical area, or is a subsidiary 
    acquired exclusively with a view to resale. 
    Under AS 24, a discontinuing operation was a 
    component of an entity that represents the 
    major line of business or geographical area of 
    operations and that can be distinguished 
    operationally and for financial reporting 
    purposes. (Paragraph 3 of AS 24 and para
    graph 38 of revised AS 105) 

b.  Cut-off for Recognition of Sale

    Revised AS 105 stipulates that the sale should 
    be expected to qualify for recognition as a 
    completed sale within one year from the date 
    of classification with certain exceptions. AS 24 
    did not specify any time period in this regard 
    as it was related to discontinuing operations.

c.  Initial Disclosure Event

    As per AS 24, the initial disclosure event is the 
    earliest of the following two events:

   •   The enterprise has entered into a binding 
        sale agreement for substantially all of the 
        assets attributable to the discontinued 
        operation, or

   •   The enterprise’s board of directors or 
        similar governing body has both
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