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Clarifies current vs. non-current 
classification:
• Focus on covenants and right to defer 

settlement
• Improved disclosures

New disclosure requirements:
• Terms of supplier finance facilities
• Impact on liabilities and cash flows
• Early payment terms for suppliers

• A mandatory temporary exception to 
the accounting for deferred taxes 
arising from the jurisdictional 
implementation of the Pillar Two 
model rules and disclosure 
requirements for affected entities 

Companies (Indian Accounting Standards) Second Amendment Rules, 2025 
1

Ind AS 1 – Classification 
of liabilities

Ind AS 107 & Ind AS 7 – 
Supplier finance 
arrangements

Ind AS 12 –Pillar Two Tax 
Disclosures

Amendments to the Indian Accounting Standards (Ind AS), most of them are effective for annual periods beginning on or after
1 April 2025.

Objective: Align Ind AS with IFRS and enhance transparency in financial reporting.
.
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Current vs. Non-current: 
• Right to defer settlement must exist at reporting date and have substance 
• Management’s intent/expectations do not affect classification 
Covenants: 
• Only covenants to be complied with on/before reporting date affect classification 
• Future covenants require new disclosures

Ind AS 1 – Classification of Liabilities & Covenants

Example – Loan Subject to Covenants
Scenario:
• Loan repayable in 5 years
• Covenant: Working Capital (WC) ratio ≥ 1.2 on 31 March 2026, ≥ 1.5 on 30 September 2026
• At 31 March 2026, WC ratio is 1.3 (compliant); expected 1.4 at 30 September 2026
Classification at 31 March 2026:
Current/Non-Current: 

• Compliant at reporting date → classify as non-current
• Future covenant (30 Sept) does not affect classification, but triggers new disclosure requirements
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New Disclosure Requirements
• Companies must disclose information about non-current liabilities from loan arrangements subject to future covenants in 

the notes to the financial statements.
• Purpose: To inform users about the risk that such liabilities may become repayable within 12 months after the reporting 

date.

Ind AS 1 – Enhanced Disclosure Requirements

Required Disclosures
• Nature of Covenants: Type of covenants and timing of compliance.
• Carrying Amounts: Amounts of related liabilities.
• Risk Factors: Facts and circumstances indicating potential difficulty in complying with covenants within the next 12 

months (e.g., actions taken to avoid breach, hypothetical breaches at reporting date).
• Defaults and Breaches: Disclosures under Ind AS 107 about defaults and breaches during the period, and liquidity risk.
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For periods beginning on/after 1 April 2025: 

• Relief continues: If lender waives demand after reporting date but before financial statements are approved, 
liability may remain non-current 

For periods beginning on/after 1 April 2026: 

• Relief removed: Any breach making liability payable on demand at reporting date must be classified as current, 
even if lender waives demand after reporting date 

• Exception: If lender grants a grace period ending at least 12 months after reporting date, by the end of the 
reporting period, liability remains non-current

Breach of covenant – change in classification rules
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Impact of breaches of loan covenants on/before reporting date:

Entity breaches a covenant under a long-term loan arrangement on / before the end of the reporting 
period, resulting in the liability becoming payable on demand

Lender agrees not to demand repayment 
of the loan after the reporting date and 

before the financial statements are 
authorised for issue

Lender agrees by the reporting date to 
provide a period of grace ending at 
least 12 months after the  reporting 

period

Liability is classified as non-current (for 
accounting periods beginning on or after 1 

April 2025)

Liability is classified as current (for 
accounting periods beginning on or after 1 

April 2026)

Liability is classified as non-current
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Background
• Convertible debt instruments allow the holder to convert the liability into the company’s own equity instruments (e.g., 

shares).
• Historically, there was mixed practice in classifying such instruments as current or non-current.
Key Amendment
• The amendment clarifies that when classifying a liability as current or non-current, only conversion options recognised as 

equity under Ind AS 32 can be ignored.
• If the conversion option is recognised as a liability, it affects the classification.

Ind AS 1 – Convertible Debt Classification
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Evaluation of current / non-current classification for convertible debt

Liability that could, at the option of the counterparty, result in its settlement  
by transfer of the entity’s own equity instruments  

(e.g. convertible debt)

Conversion option recognised as equity 
under Ind AS 32 (e.g. fixed amount of 
debt convertible into a fixed number of 

shares)

Conversion option recognised as a 
liability under Ind AS 32 

Does not affect current or non-current 
classification of liabilities

Affects current or non-current 
classification of liabilities
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Ind AS 1 – Convertible Debt Classification

Example – Convertible Debt Classification
Scenario:
• Company issues a convertible bond, convertible into variable number of shares (linked to EBITDA) any time till maturity 

(31 March 2029)
• If not converted, redeemable for fixed cash at maturity
Classification at 31 March 2026:
• Conversion option not classified as equity (fails fixed-for-fixed test)
• Host liability classified as current (company does not have right to defer settlement for at least 12 months due to 

conversion feature)



02

Ind AS 107 and Ind AS 7 
Amendments
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Ind AS 107 and Ind AS 7 Amendments- Supplier financing
Supplier finance arrangements have all of the following characteristics:
 a finance provider paying suppliers on behalf of the company, with the company repaying the finance provider later.
 A company agrees to pay under the terms and conditions of the arrangements on the same date or at a later date than its 

suppliers are paid.
 The company is provided with extended payment terms or suppliers benefit from early payment terms, compared with the 

related invoice payment due date.
The amendments do not apply to arrangements for financing receivables or inventory.

Which 
arrangements 

in scope

Disclosure 
requirements

Disclose the type and effect of non-cash 
changes in the carrying amounts of the 
financial liabilities that are part of a supplier 
finance arrangement.
Disclosure required as per Ind AS 107 

about specific quantitative liquidity risk 
about a company’s financial liabilities
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Ind AS 12 Amendments
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Background
• Pillar Two legislation introduces a global minimum tax of 15% on profits for large multinational corporations (MNCs), regardless 

of location.
• Top-up tax is triggered if a group pays insufficient income tax at a jurisdictional level, differing from regular income taxes under the 

Income Tax Act, 1961.

Ind AS 12 amendment – Pillar two taxation

Key Amendments
• Temporary Relief: Ind AS 12 provides mandatory relief from deferred tax accounting for top-up tax arising from Pillar Two 

legislation.
• Disclosure Requirement: Companies must disclose that they have applied the relief.

Disclosure Requirements
• Before Top-Up Tax is Effective: 

‒ Disclose information known or reasonably estimable to help users understand exposure to Pillar Two taxes.
‒ Qualitative: How the entity is affected, jurisdictions where exposure arises.
‒ Quantitative: Proportion of profits subject to Pillar Two taxes, average effective tax rate, or how the rate would change if 

Pillar Two were effective.
‒ If information is not known or cannot be estimated, disclose a statement to that effect and progress in assessing exposure.

After Top-Up Tax is Effective: 
‒ Disclose current tax expense related to top-up tax.
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Newly effective requirements under International Financial Reporting 
Standards (IFRS)

Effective date New standards or amendments

1 January 2025 Lack of Exchangeability – Amendments to IAS 21 The Effects of Changes in Foreign Exchange 
Rates

The newly effective requirements under IFRS are particularly relevant for companies that prepare their financial statements in 
accordance with IFRS, as well as those entities that are required to report to a parent or group that prepares consolidated 
financial statements based on IFRS.
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Expanded fast-track merger scope
• Mergers between unlisted companies (excluding Section 8 companies) with outstanding loans, debentures or deposits ≤ INR 200 

crore and no defaults.

New merger combinations allowed

i. Mergers between holding company (listed/unlisted) and its subsidiary (listed/unlisted), except where transferor is listed.
ii. Mergers* between subsidiaries of the same holding company, provided transferor companies are not listed. 
iii. Merger of foreign holding company with its wholly owned Indian subsidiary. 
*Subject to the condition stated in the clause, merger includes schemes of merger or amalgamation or transfer or division

Revised and new forms

Introduction of forms CAA-9 to CAA-12 standardises documentation for faster, transparent merger and demerger processing.

Companies (Compromises, Arrangements an Amalgamations) Amendment 
Rules, 2025 2
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Minimum information to be 
provided to the Audit Committee 
and Shareholders for approval of 
Related Party Transactions
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Industry Standards on approval of RPT                                                     [1/4]
• SEBI LODR Regulations* require Related Party Transactions (RPTs) to be approved by 

‒ the Audit Committee (AC) and, 
‒ where applicable, by the shareholders.

• On 26 June 2025, SEBI released a circular detailing revised Industry Standards3 
• Effective from 1 September 2025.
• Following requirements have been introduced in the RPT Industry Standards:

*Regulation 23(2), (3), and (4) of the SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015

Applicability matrix

• Applicable to:
• all RPTs placed for review and 

approval by the Audit Committee of 
the listed entity

• in case of material RPTs (as defined 
in Regulation 23 of the LODR 
Regulations) which are placed for 
approval of both the Audit 
Committee and the shareholders.

• Excludes transaction(s) < INR1 crore and 
certain specified transactions

• Provide Certificate to the Audit 
Committee from 
‒ the Chief Executive Officer 

(CEO)/Managing Director/Whole 
Time Director/ Manager and 

‒ Chief Financial Officer (CFO) of 
the Listed Entity 

confirming that the terms of RPTs 
proposed to be entered into are in 
the interest of the Listed Entity.

• Structured three-part format

Disclosure format Certification requirement

 Part A: Minimum information of the 
proposed RPT and is applicable to 
all RPTs. 

 Part B: Additional information to be 
provided in case of specific type of 
RPT is proposed to be undertaken 

 Part C: Additional information to be 
provided in case of material RPTs 
of specified nature
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Industry Standards on approval of RPT                                                     [2/4]

Part C

Part B

Part A This part will capture the minimum information of the proposed RPT and provides universal 
disclosures for all RPTs. 

• Sale/purchase/supply of goods or services
• Loans and advances
• Investments
• Guarantees or indemnities
• Borrowings
• Asset or share disposals
• Royalty payments.
Each category has tailored disclosure requirements such as pricing basis, security terms, 
repayment schedules, and peer comparisons.

Applicable to material RPT and is in addition to Part A and B:
• Loans and advances (other than trade advance) or inter-corporate deposits
• Investments
• Guarantee, surety, indemnity or comfort letter
• Borrowings
• Sale, lease or disposal of assets of subsidiary or of unit, division or undertaking or disposal of 

shares of subsidiary or associate
• Royalty payments
Each category has specific disclosures like- credit ratings, default history, solvency and going concern 
status, Impact on financial ratios and segment reporting, historical royalty trends and industry 
benchmarking.
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Industry Standards on approval of RPT                                                     [3/4]

• The explanatory statement contained in the notice shall provide the minimum information so as to enable the shareholders to take a view 
whether the terms and conditions of the RPT are favorable to the listed entity.

• Information required to be included:

a) Information as placed before the Audit Committee in the format as specified in the RPT Industry Standards, as applicable.

b) Justification as to why the proposed transaction is in the interest of the listed entity.

c) Disclose the fact that the Audit Committee has reviewed the certificates provided by the CEO/ and CFO of the Listed Entity.

d) Disclosure that the material RPT or any material modification thereto, has been approved by the Audit Committee and the Board of 
Directors recommends the proposed transaction to the shareholders for approval.

e) Provide web-link and QR Code, through which shareholders can access the relevant reports of external parties, if any.

f) The Audit Committee and Board of Directors, while providing information to the shareholders, can approve redaction of commercial 
secrets and such other information that would affect competitive position of listed entity and affirm that, in its assessment, the 
redacted disclosures still provides all the necessary information to the public shareholders for informed decision making.

g) Any other information that may be relevant.

Minimum information for submission to shareholders
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Industry Standards on approval of RPT                                                     [4/4]

Other noteworthy points
• Pre-approved RPTs: No fresh approval needed if granted before effective date, unless material modification is presented post-

effective date.
• Omnibus approvals (FY 2025–26): Valid if granted pre-effective date; fresh approval not required unless material modification 

occurs after effective date.
• Material RPTs approved pre-effective date: Standards do not apply, regardless of shareholder notice timing.
• Audit committee notes:

‒ May comment on any information/line item. 
‒ Must record rationale for non-approval in meeting minutes. 

• Shareholders’ disclosure Requirement:
‒ Must state that material RPTs or significant modifications were approved by Audit Committee and recommended by Board.
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Frequently Asked Questions (FAQs) on applicability  of RPT Industry 
Standards4

Key takeaways

On 4 September 2025, the National Stock Exchange of India Ltd. (NSE) provided providing clarity on the applicability of Industry 
Standards for Related Party Transactions (RPTs).

• Information access: The Audit Committee may request any additional, necessary, and reasonable information from management to 
evaluate proposed RPTs.

• Material modification definition: Defined by the Audit Committee and disclosed in the policy on RPT materiality and handling.
• External reports for review: In addition to valuation reports, the following may be required:

• Shareholders’ disclosures: Explanatory Statement must include both a weblink and QR code to access relevant reports reviewed 
by the Audit Committee.

• Borrowing disclosures: If no comparable maturity borrowings exist, management must disclose:
‒ Minimum, maximum, and average interest rates of all ongoing borrowings by the listed entity or its subsidiaries. 

• Royalty payment transparency: If peer companies do not disclose royalty payments for similar purposes in their audited financials, 
this must be communicated to the Audit Committee.

‒ Benchmarking reports ‒ Arm’s length pricing reports 

‒ Transfer pricing agreements ‒ Justification for ordinary course of business 

‒ Expert opinions ‒ Fairness opinions 



Updates SEBI Board 
meeting5
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Earlier Provision (Regulation 23(1) of SEBI LODR Regulations):
A Related Party Transaction was considered material if: 

• It exceeded INR1,000 crore, or 
• It exceeded 10% of the annual consolidated turnover of the listed entity, 

Based on the last audited financial statements, whichever was lower. 

Amendments to the Securities and Exchange Board of India (Listing Obligations and Disclosure 
Requirements) Regulations, 2015 and the circulars thereunder               [1/2]

Amended Provision: Scale-based thresholds introduced
• Materiality of RPTs is now determined using a tiered approach based on the listed entity’s annual consolidated turnover.

Annual consolidated turnover of listed entity Materiality threshold
Up to INR20,000 Crore 10% of annual consolidated turnover

INR20,001 – INR40,000 crore INR2,000 crore + 5% of turnover above INR20,000 crore

Above INR40,000 crore INR3,000 Crore + 2.5% of turnover above INR40,000 crore or 
INR5,000 crore, whichever is lower
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Amendments to the Securities and Exchange Board of India (Listing Obligations and Disclosure 
Requirements) Regulations, 2015 and the circulars thereunder                    [2/2]

Earlier Provision Revised provision

Applicable to transactions where: 
• An unlisted subsidiary is a party.
• The listed entity is not a party.

Audit Committee approval of the listed entity was required if: 
• The transaction value (including previous transactions in the 

financial year) exceeded 10% of the standalone turnover of the 
subsidiary.

• Turnover to be considered as per the last audited financial 
statements of the subsidiary.

For subsidiaries with audited financial statements
Prior approval of the Audit Committee of the listed entity is required 
if the transaction value exceeds the lower of: 
• 10% of the annual standalone turnover of the subsidiary (as 

per last audited financials).
• The scale-based threshold for material RPTs of the listed 

entity.

For subsidiaries without audited financial statements (for at 
least one year)
Prior approval is required if the transaction value exceeds the 
lower of: 

• 10% of the aggregate value of paid-up share capital and 
securities premium account of the subsidiary.

• The scale-based threshold for material RPTs of the listed 
entity.
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SEBI will issue a circular specifying minimum information to be provided to: 
• Audit Committee 
• Shareholders 

Applies to Related Party Transactions (RPTs) that: 
• Do not exceed 1% of annual consolidated turnover of the listed entity, or 
• Are below INR10 crore, whichever is lower 

Includes transactions: 
• Individually or cumulatively during a financial year 
• Approved by way of ratification 

These RPTs will be exempt from the RPT Industry Standards mentioned in SEBI’s circular dated 26 June 2025 which are effective 
1 September 2025

Simpler Disclosure Requirements for Smaller RPTs
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Validity periods of omnibus shareholders’ approval
• SEBI has approved the incorporation of omnibus approval provisions into Regulation 23(4) of the LODR
• This ensures all requirements related to omnibus approval are consolidated in one place

Other updates from SEBI Board Meeting

Clarification on retail purchases by directors/KMPs
• Exemption applies to retail purchases made by: 

‒ Directors
‒ Key Managerial Personnel (KMPs)
‒ Their relatives

• Conditions: 
‒ Purchases must be from any listed entity or its subsidiary
‒ No business relationship needs to be established
‒ Terms must be uniformly applicable/offered to employees

Clarification on “Holding Company” Definition
• Clarifies that the term “holding company” in clause (b) 

refers to: 
‒ Listed holding company
‒ And shall be deemed to have always referred 

to a listed holding company

Annual Report Access – SEBI Update
• SEBI amended the Listing Regulations (2015) for entities with listed non-convertible securities.
• Such entities may send a letter with a web-link to access the annual report to holders without registered email IDs.
• Optionally, a static QR code may be included in the letter for easier access.



Other regulatory 
updates
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Background: 
The Goods and Service Tax (GST) Council, in its 56th meeting held on 3 September 2025, unveiled a transformative set of 
recommendations aimed at simplifying India’s indirect tax framework and enhancing its inclusivity, transparency, and economic 
responsiveness. Some of the key changes are:
• Rationalisation of the current 4-tiered tax rate structure into a citizen-friendly ‘Simple Tax’ - a two rate structure
• Standard rate is 18 per cent and a merit rate of 5 per cent
• De-merit rate of 40 per cent for a few select goods and services
• Focused on improved compliance, dispute resolution and simplified registration schemes for small businesses and e-commerce 

suppliers

GST 2.0 –  Accounting and reporting considerations
6

Key accounting and reporting considerations:
• Measurement of inventory in cases where sale prices have been reduced
• Losses incurred by dealer/distributor in context of GST changes
• Recoverability of input credit 
• Process and controls 



Q&A



Annexures



© 2025 KPMG Assurance & Consulting Services LLP, an Indian limited liability partnership and a member firm of the KPMG global organization of 
independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved. 34Document Classification: Confidential

MCA outlines steps to align ESG norms with Global Standards8

BRSR core introduces key 
ESG KPIs requiring assurance 
in a phased manner
• Top 150 listed entities: 

Mandatory from FY 2023–
24.

• Top 1,000 listed entities: 
Mandatory by FY 2026–27

Green debt securities are 
subject to third party review on 
comply or explain basis for 
two years starting 1 April 
2023.

Value Chain ESG disclosures
• Voluntary disclosures for 

top 250 listed entities from 
FY 2025–26.

• Voluntary assurance/ 
assessment of disclosures 
from FY 2026–27.

Requirement for top 1,000 
listed companies (by market 
capitalisation)
• Voluntary ESG disclosures 

as per the Business 
Responsibility and 
Sustainability Reporting 
(BRSR) from FY 2021-22

• Mandatory disclosures 
from FY 2022 - 23. 

Other listed entities, 
including those listed  on the 
SME Exchange
• May choose to voluntarily 

disclose BRSR information

BRSR is based on India’s 
National Guidelines on 
Responsible Business 
Conduct (NGRBCs) and it 
allows interoperability with 
internationally accepted 
reporting frameworks (Global 
ESG frameworks). Listed 
entities may cross-reference 
disclosures made under 
Global ESG frameworks to 
their disclosure requirements 
under BRSR filings.

In December 2024, the 
Industry Standards Forum 
(ISF) released standardised 
guidelines for disclosure 
requirements under BRSR 
Core.

Under the World Bank 
supported central sector 
scheme - Raising and 
Accelerating MSME 
Performance (RAMP), the 
Ministry of Micro, Small and 
Medium (MSME) is 
conducting ESG 
compliance capacity-
building workshops for 
MSMEs, industry 
associations, and state 
officials.

Applicability of 
BRSR Disclosures 

Alignment with 
global framework

Greenwashing 
safeguards 

Industry 
standardisation 

Micro, Small and 
Medium Enterprises

Other MCA Updates                                                                                                            [1/3]
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Other MCA Updates                                                                                                            [2/3]

Clarification 
on dividend 

deposit 
timelines9

Clarification issued by MCA:
• The time limit under Section 123(4)1 of the Companies Act, 2013 is five calendar days, not five working days
• No general exemption or extension is available for cases involving consecutive bank holidays
• Government companies (fully owned by the Central or State Governments) are exempt2 from this provision.
• No additional exemptions under Section 123(4) are currently under consideration.

Under Section 186(11)(a) of the Companies Act, 2013, read with Rule 11(2) of the Companies (Meetings of Board 
and its Powers) Rules, 2014, NBFCs registered with RBI are exempt from all provisions of Section 186, except 
Section 186(1), when lending or providing guarantees in the ordinary course of business.

• The International Financial Services Centers Authority (IFSCA) requested a similar exemption for finance 
companies registered with IFSCA. Hence, MCA has in consultation with Department of Economic affairs and RBI 
has proposed an amendment to Rule 11(2) to extend this exemption to such finance companies.

• The public comment period for the draft proposal closed on 17 July 2025.

Companies 
(Meetings of 
Board and its 

powers) 
Amendment 
Rules 202510

1. Section 123(4) provides ‘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 declaration of such dividend.’
2. As per Notification G.S.R. 463(E) dated 5 June 2015



• These amendment rules issued on 7 July 2025 update the Companies 
(Incorporation) Rules, 2014, focussing on digital compliance and 
corporate transparency.

• The existing Form INC-22A is replaced with a new e-form under Rule 
25A, titled: Form No. INC-22A – ACTIVE (Active Company Tagging 
Identities and Verification).

• The revised form aims to improve the accuracy of the company 
records and ensure physical verification of the registered office. The 
form is now web-based and must be filed directly on the MCA V3 
portal replacing the earlier downloadable version.

• Non-filing of the form may lead to an ‘ACTIVE–Non-Compliant’ status 
and restrict the company from filing other key statutory forms.

The Companies (Restriction on number of 
layers) Amendments Rules,202511

• Amendment to the Companies (Restriction on Number of Layers) Rules, 2017  
limits the number of subsidiary layers that an Indian company can maintain.

• The amendment effective from 14 July 2025 replaces old form CRL-1 with a 
new revised version.

• The earlier form only required information about the total number of subsidiary 
layers and number of entities per layer.

• The new form mandates detailed identification and information for each 
subsidiary in the corporate hierarchy.

The Companies (Incorporation ) Amendments 
Rules,202513 

Companies (Corporate Social Responsibility Policy) 
(Amendment) Rules, 202512 

MCA issued the Companies (Corporate Social Responsibility Policy) Amendment 
Rules, 2025 that came into effect on 14 July 2025.

• The amendment replaces the previous e-form CSR-1 with a new version 
called e-form No. CSR-1: Registration of Entities for undertaking CSR 
Activities. 

• Any organisation conducting CSR activities on behalf of companies must 
register with the MCA by filing the revised CSR-1 form. 

• Requiring detailed disclosures compared to the earlier version. The new 
CSR-1 form expands the eligibility criteria for entities undertaking CSR 
activities and mandates digital signatures.
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Reforms in tax recovery and appeals: The 2025 Act introduces measures to modernise and streamline the processes related to tax recovery and appellate 
proceedings, aiming for greater efficiency and transparency in dispute resolution

Streamlined structure and enhanced readability: The 2025 Act adopts a simplified framework, reducing the volume of content while maintaining essential coverage

Key considerations:

1. Transition challenges: Businesses and professionals will need to relearn the structure and re-map compliance processes. 
2. Revision of certain definitions and rules may involve to initial interpretation challenges e.g. – definition of Associated entity relevant for transfer pricing 

regulations, set off provisions when there is change in shareholding beyond 49%
3. Increased scrutiny of digital financial transactions may raise compliance costs

Simplified compliance framework 

Redefined tax year concept: replaces the dual concepts of Financial Year and Assessment Year and defines a unified ‘Tax Year’ as a twelve-month period beginning 
1 April every year. 

The Income Tax Act, 20257 

The Income Tax Act, 2025 (the 2025 Act) received Presidential assent on 21 August 2025. Some of the key changes:

Income Tax updates        [1/2]



© 2025 KPMG Assurance & Consulting Services LLP, an Indian limited liability partnership and a member firm of the KPMG global organization of 
independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved. 38Document Classification: Confidential

ITR e-filling portal14

• Income tax audit forms 3CA-3CD and 3CB-3CD are now enabled online via the ITR e-filling portal. 

• A common offline utility functionality for forms 3CA, 3CB and 3CD has also been made available. 

• A separate schema change document which lists out a total of 71 changes that have been made in the respective tax audit forms has been released by 
the Income Tax department. 

Extension of deadline27

• The deadline for filing the tax audit report for Previous year 2024–25 (Assessment year 2025–26) has been extended and is now aligned with the due 
date for filing the Income Tax Return (ITR), i.e., on or before 31 October 2025.

Income Tax updates        [2/2]
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Reserve Bank of India (Co-Lending Arrangements) Directions, 202515 are applicable to the following regulated entities (REs) from 1 January 2026:
• Commercial Banks (excluding Small Finance Banks, Local Area Banks, and Regional Rural Banks)

• All-India Financial Institutions
• Non-Banking Financial Companies (NBFCs) (including Housing Finance Companies)

 Loan Retention Requirement
• Each RE must retain at least 10% of the individual loan amount in its own books under a CLA.

Credit policy requirements
REs must update their credit policies to include:

Loan Agreement Provisions
• Must include upfront disclosure of roles and responsibilities of participating REs (e.g., sourcing, servicing)
• Clearly identify the single point of contact for the borrower
• Communicate any changes in customer interface in advance
• Include provisions for customer protection and a defined grievance redressal mechanism

Disclosure requirements: All relevant details of the CLA must be disclosed to the borrower in line with the RBI Circular on ‘Key Facts Statement 
(KFS) for Loans & Advances’ dated 15 April 2024 (as amended).

Updates from the Reserve Bank of India (RBI)    [1/3]

‒ Internal limits for the proportion of lending portfolio under 
CLAs

‒ Target borrower segments

‒ Due diligence procedures for partner entities ‒ Customer service and grievance redressal mechanisms



© 2025 KPMG Assurance & Consulting Services LLP, an Indian limited liability partnership and a member firm of the KPMG global organization of 
independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved. 40Document Classification: Confidential

The RBI has issued the Investment in AIF Directions, 202516, which will come into effect on 1 January 2026.

These Directions apply to investments by the following Regulated Entities (REs) in units of AIF Schemes:

• Commercial Banks

• Primary (Urban) Co-operative Banks, State Co-operative Banks, and Central Co-operative Banks

• All-India Financial Institutions

• Non-Banking Financial Companies (NBFCs), including Housing Finance Companies

General requirement
• All REs must include provisions in their investment policy to govern investments in AIF Schemes.

• These provisions must ensure compliance with applicable laws and regulations.

Investment limits and provisioning requirements
Contribution limits
• Individual RE contribution: Capped at 10% of the AIF scheme’s corpus.

• Collective RE contribution: Capped at 20% of the AIF scheme’s corpus.

• Unrestricted investment: Up to 5% of the AIF scheme’s corpus is allowed without restrictions.

Provisioning requirement
• If investment exceeds 5% and the AIF scheme has downstream debt investment in a debtor company of the RE: 

‒ The RE must make a 100% provision for its proportionate investment in the debtor company via the AIF.

‒ This is subject to a maximum of the direct loan and/or investment exposure of the RE to the debtor company.

Capital deduction for subordinated units
• If the RE’s contribution is in the form of subordinated units: 

‒ The entire investment must be deducted from capital funds, proportionately from Tier-1 and Tier-2 capital (where applicable).

‒ This is in addition to provisioning for proportionate exposure in debtor companies through the AI

Updates from the Reserve Bank of India (RBI)    [2/3]
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RBI (Non-Fund Based Credit Facilities) Directions, 202517 

Purpose and scope
The RBI has issued Non-Fund Based (NFB) Credit Facilities Directions, 2025 (the NFB Directions) to streamline 
and modernise the regulatory framework governing instruments like guarantees, letters of credit, and co-
acceptances. It consolidates and harmonises guidelines for NFB facilities. It is applicable to Commercial Banks, 
Co-operative Banks, AIFIs, NBFCs, and HFCs (middle layer and above).

Key definitions The NFB Directions clarify terms like guarantee, co-acceptance, obligor, beneficiary, and secured portion of NFB 
facilities.

General conditions
NFB facilities must align with the Regulated Entities (REs) credit policy. Typically, it should be issued only to 
customers with existing funded credit facilities. Once NFB facility is devolved into funded facilities, standard 
prudential norms will apply.

Guarantees and co-
acceptances

In general, guarantees issued by a RE must be irrevocable, unconditional, and incontrovertible. Limits must be 
imposed on issuing unsecured guarantees, especially for cooperative banks. Co-acceptances will be allowed 
only for genuine trade bills with strict documentation and audit requirements. REs cannot co-accept bills already 
funded by another RE.

Partial Credit 
Enhancement (PCE)

REs may give PCE to bonds issued by corporates, SPVs, NBFCs, HFCs, and municipal corporations with an aim 
to boost credit rating of the bond and market access. Also, a drawn tranche of the contingent PCEs facility must 
be repaid within 30 days from the date of its drawal (due date). The facility would be treated as an NPA if it 
remains outstanding for 90 days or more from the due date and provided for as per the usual asset classification 
and provisioning norms. In that event, RE’s other facilities to the borrower shall also be classified as an NPA as 
per extant guidelines.

Repealed circulars These NFB Directions annexes list of numerous previous circulars now repealed for Scheduled Commercial 
Banks and Urban Cooperative Banks.

Updates from the Reserve Bank of India (RBI)    [3/3]
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Master circular 
for listing 

obligations and 
disclosure 

requirements for 
NCS, SDIs and 

CPs18

In order to simplify regulatory navigation, SEBI has issued an all-encompassing Master Circular on 11 July 2025 that consolidates existing 
rules and directives tied to listing and disclosure norms for the following financial instruments: 
• Non-Convertible Securities (NCS)
• Securitised Debt Instruments (SDIs)
• Commercial Papers (CP)
This master circular is effective from 11 July 2025, aggregating every relevant circular issued till that date into one streamlined reference 
document. The initiative is designed to foster greater regulatory transparency and facilitate smoother compliance pathways for market 
participants. This Master Circular also lists all previous SEBI circulars applicable to NCS, SDIs and CPs which have been formally withdrawn.

Other SEBI Updates                                                                                                           [1/4]                                                                                  

SEBI 
(Infrastructure 

Investment 
Trusts) (Third 

Amendment) and 
(Real Estate 
Investment 

Trusts) (Second 
Amendment) 
Regulations, 

202519

SEBI notified the SEBI (Real Estate Investment Trusts) (Second Amendment) Regulations, 2025 (REIT regulations), and the SEBI 
(Infrastructure Investment Trusts) (Third Amendment) Regulation, 2025 (InvIT regulations) on 1 September 2025 with following key updates:
1. Revised definition of ‘public’ investors: The term ‘public’ now excludes sponsors, sponsor groups, investment and project managers and 
other related parties.
2. Reporting timelines: Reporting schedule for development status of under-construction properties is now aligned with the timelines 
applicable for quarterly financial results incase of REITs. Investment managers (of InvITs) to align their quarterly reporting duties, to the Board 
of Directors, with the schedule used for submitting financial results instead of submitting the same within 30 days from end of the quarter.
3. Valuation reports to be submitted to designated stock exchanges:

‒  Annual valuation done as of 31 March to be submitted with annual financials.
‒  Half-yearly valuation as of 30 September to be submitted with Q2 financial results.

4. Lowered entry barrier for investors incase of InvITs: Under Regulation 14 of the InvIT Regulations, the minimum investment 
requirement has been significantly reduced from INR1 crore to INR25 lakh. Additionally, the earlier mandate requiring a INR25 crore 
investment for trusts focussed predominantly on completed, income-generating assets, has now been removed.
5. Treatment of negative cash flows at Holdco level: A new proviso under Regulation 18 allows adjustment of negative net distributable 
cash flows at the Holdco level against positive cash flows from SPVs and same to be disclosed to unit holders.
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Securities and 
Exchange Board 
of India (Listing 
Obligations and 

Disclosure 
Requirements) 

(Third 
Amendment) 
Regulations, 

202520

On 8 September 2025, SEBI notified the SEBI (Listing Obligations and Disclosure Requirements) (Third Amendment) Regulations, 
2025 (LODR 3rd amendment regulations), amending the SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015 
(LODR Regulations). Following are some key amendments:
1. Mandatory dematerialisation (Regulation 39(2A)): Securities issued pursuant to a scheme of arrangement, sub-division, split, or 

consolidation must now be issued only in dematerialised form and listed entities to open demat accounts for such securities of 
investors not having a demat account.

2. Annual disclosures by Not-for-Profit Organisations (NPOs) (Regulation 91C): The LODR 3rd amendment regulations provide 
that NPOs registered or listed on the Social Stock Exchange (SSE) instead of making annual disclosures within 60 days of end of 
financial year, must now make annual disclosures on:

• Financial aspects by 31 October each year or by the due date of filing income tax return, whichever is later.
• Non-financial aspects within 60 days from the end of the financial year.

3. Impact reporting requirements (Regulation 91E): Previously, Regulation 91E required all Social Enterprises - whether registered on 
or funded through an SSE - to submit an annual impact report in SEBI’s prescribed format. These reports were to be evaluated by 
qualified Social Impact Assessors (SIAs) employed by Social Impact Assessment Firms. Now following are the amendments:

• Terminology updated: The term ‘Firm’ replaced with ‘Organisation’ in the above mentioned requirement, expanding eligibility 
for social impact assessment to include NGOs and other authorised entities.

• Assessment requirements: Previously, all annual impact reports required assessment by SIAs; post-amendment, only listed 
projects need SIA evaluation, while non-listed projects may be self-certified. It is also mandated that social enterprises 
registered on the SSE, but not raising funds through it, must submit self-certified annual impact reports.

• Extent of reporting: The annual impact report should now cover at least 67 per cent of the previous financial year's program 
expenditure.

• Fundraising timelines: Now, NPOs registered on the SSE may remain unfunded for up to two years from registration; 
thereafter, failure to raise funds may lead to cancellation of registration.
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Securities and 
Exchange Board of 
India (Share Based 
Employee Benefits 
and Sweat Equity) 

(Amendment) 
Regulations, 

202521

Relief for promoter-classified employees
• Effective 8 September 2025, SEBI has notified the SEBI (Share Based Employee Benefits and Sweat Equity) (Amendment) 

Regulations 2025 (SBEB and SE amendment), introducing Regulation 9A to address hardships faced by employees reclassified as 
promoters during IPOs. 

• Previously, such individuals were required to liquidate share-based benefits like Employee stock options (ESOPs) before the IPO. 
The amendment now permits them to retain and exercise ESOPs, Stock Appreciation Rights (SARs), and similar benefits, provided 
these were granted at least one year prior to filing the Draft Red Herring Prospectus (DRHP). 

• This change aims to support founding employees and senior management with significant equity holdings.

Other SEBI Updates                                                                                                           [3/4]

Securities And 
Exchange Board Of 

India (Issue Of 
Capital And 

Disclosure) (2nd 
Amendment) 

Regulations 202522

 

SEBI on 8 September 2025 issued the SEBI (Issue of Capital and Disclosure Requirements) (2nd Amendment) Regulations, 2025 
(the ICDR amendments) with the following key amendments:

• Mandatory demat holding for key persons : SEBI in its June 2025 board meeting approved expanded dematerialisation 
norms to improve ownership transparency. Previously, applicable only to promoters, the ICDR amendments now require a 
broader set of stakeholders—including promoter group, selling shareholders, Key Managerial Personnel (KMPs), senior 
management, Qualified Institutional Buyers (QIBs), directors, employees, holders of special rights equity shares, regulated 
entities, and other SEBI-specified categories—to ensure their shares are held in demat form before filing the DRHP.

• Period of holding of securities under OFS: ICDR Regulations required fully paid equity shares to be held for at least one year 
before date of filing the draft offer document, to be Offered for Sale (OFS). However, an exemption was given from the one year 
holding requirement, to shares acquired under schemes approved by a High Court, Tribunal, or the Central Government under 
Sections 230 to 234 of the Companies Act, 2013 in exchange for business and invested capital that had been in existence for 
over one year prior to such approval. The ICDR amendment now extends this exemption to shares arising from conversion of 
fully paid-up compulsorily convertible securities (CCS) as well, with the holding period calculated cumulatively—pre and post-
conversion.
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Securities And 
Exchange Board Of 

India (Issue Of 
Capital And 

Disclosure) (2nd 
Amendment) 

Regulations 2025 

(cont..)22

 

• Increased flexibility in contribution to MPC: 
- Only promoters were previously allowed to contribute equity shares arising from conversion of CCS towards the Minimum 

Promoter Contribution (MPC). 

- The ICDR amendments now extends this privilege to Alternative Investment Funds (AIFs), Foreign Venture Capital 
Investors, Scheduled Commercial Bank, Public Financial Institutions, IRDAI-registered Insurance Companies, Non-
individual public shareholders holding ≥5 per cent of post-issue capital, Promoter group members as well.

• Improved disclosure requirements in placement documents: The disclosure requirements in the placement document have 
been simplified with the following updates:

- Issuers must now disclose only material risks directly associated with the public issue and its stated objectives, 
eliminating the need to include generic risk factors.

- Instead of full financial statements, a summary of the issuer’s current financial position will suffice which will include  
comprehensive data on the company’s capital structure with specific requirements mentioned in the amendments. 

- Disclosure of any ongoing legal proceedings.
- Instead of generic details of board of directors and senior management, specific information in relation to such personnel 

has been specified to be disclosed.
These changes in disclosures will help investors make more informed decisions.
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Other ICAI Updates

Guidance Note on Tax Audit under section 44AB of the Income-tax Act, 1961 (Revised 2025)23

• The Direct Taxes Committee of the Institute of Chartered Accountants of India (ICAI) has issued the Revised (2025) edition of the Guidance Note on Tax 
Audit under Section 44AB of the Income-tax Act, 1961. I

• This revised edition aims to provide an updated, in-depth, and practical guide to assist members in discharging their professional responsibilities with 
diligence and confidence.

• It covers expanded reporting requirements of Form No. 3CD and amendments by the Finance (No. 2) Act, 2024 and Finance Act, 2025 in the Income-tax Act, 1961 
and various judicial pronouncements, and evolving practices.

ICAI issues a checklist for issue of certificates24

The ICAI through its Centre for Audit Quality Directorate has issued an illustrative checklist for issuance of certificates. The checklist has been prepared 
based on Guidance Note on Reports or Certificates for Special Purposes (Revised 2016) (the Guidance Note) issued by the ICAI, which will help chartered 
accountants comply with the requirements of the said Guidance Note. The checklist is divided in 4 sections as follows:
• Index: Provides an overview of each certificate being issued.
• Section A (applicability): Helps determine whether the assignment is to be in compliance with Guidance Note of another Standard on Auditing. 
• Section B (procedure checklist): Procedural checklist with references to relevant paragraphs of the Guidance Note.
• Section C (completion checklist): Ensures completeness of all aspects of the certificate, reporting implications and the documentation to be 

maintained.
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Other ICAI Updates

Frequently Asked Questions (FAQs) on Guidance Note on Financial Statements of Non-Corporate Entities25

• To facilitate smooth implementation and address practical concerns, the “Frequently Asked Questions (FAQs) on the Guidance Note on Financial 
Statements of Non-Corporate Entities” have been issued jointly by the Accounting Standards Board (ASB) and the Auditing and Assurance Standards 
Board (AASB) of ICAI. 

• These FAQs are intended to provide clarity on the application of the said Guidance Note covering several key questions.

Frequently Asked Questions (FAQs) on Management Representation Letter (MRL)26

• ICAI through AASB released a comprehensive publication on 14 August 2025 titled ‘FAQs on Management Representation Letter’. This document is 
designed to clarify the requirements under Standard on Auditing (SA) 580 – Written Representations. The publication emphasizes that MRL is a vital 
form of audit evidence that reinforces managements’ accountability for financial statements.

• It explains the evidential value of MRLs, their limitations, and the auditor` expected response when representations are inconsistent or refused.

• It includes the following practical tools
‒ Illustrative MRL and illustrative formats for updating MRLs
‒ Illustrative formats for Additional considerations
‒ Illustrative SA 580 compliance checklist
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EAC Opinions issued by ICAI during the quarter ended 30 September 2025

September 
2025

August 2025

July 2025 Accounting treatment of investment in erstwhile associate under Ind AS framework.

Treatment and presentation of Perpetual Loan under Ind AS framework.

Recognition of liability towards planned expenditure committed for Stage-II Forest Clearance and Environmental 
Management Plan under Environmental Clearance of Bauxite Mine received from Ministry of Environment, Forest and 
Climate Change (MoEF&CC), under Ind AS framework.
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