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Editorial
Companies in India are in the process of evaluating 
the impact of the novel coronavirus (COVID-19) 
on their business operations and performance. 
Therefore, it becomes imperative for companies to 
reflect these impacts and consequent steps taken to 
address them adequately in their financial reporting. 
Recently, the Institute of Chartered Accountants 
of India (ICAI) has issued a guidance on Indian 
Accounting Standards (Ind AS) which highlights 
specific requirements of accounting standards that 
may need special attention while preparing and 
reporting financial information during current times. 
In this edition of Accounting and Auditing Update 
(AAU), we discuss ICAI guidance on some of the 
key requirements of Ind AS to be considered by 
companies in their financial reporting. 

The shift in the benchmark interest rates (such as 
Interbank Offered Rates (IBORs)) with ‘alternative 
nearly risk-free interest rates’ is expected to pose 
stability and liquidity risks for global markets and 
introduces financial risks and accounting challenges 
to all companies with IBOR exposures - banks and 
corporates alike. To address the financial reporting 
issues that could arise from the replacement of 
interest rate benchmarks, recently, the International 
Accounting Standards Board (IASB) has issued an 
exposure draft and proposed reliefs, amendments 

and clarifications in certain International Financial 
Reporting Standards (IFRS). Our article on the 
topic provides an overview of the proposals made 
by IASB in its exposure draft to address the post-
replacement issues and initial steps taken in India 
by the Reserve Bank of India and Indian Banking 
Association.

In this edition, we have also summarised some 
of the key updates issued by the Securities and 
Exchange Commission (SEC) for the companies 
following US GAAP framework such as revised 
definition of accelerated flier, guidance on 
management’s discussion and analysis and Brexit-
related disclosures. The article also covers results 
of KPMG U.S.’s analysis of Critical Audit Matters 
(CAMs) reported in the auditors’ report of large 
accelerated filers.

As is the case each month, we have also included a 
regular round-up of some recent regulatory updates 
in India and internationally.

We would be delighted to receive feedback/
suggestions from you on the topics we should cover 
in the forthcoming editions of AAU.

Sai Venkateshwaran
Partner, Assurance & 
Head of CFO Advisory
KPMG in India

Ruchi Rastogi
Partner
Assurance
KPMG in India
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This article aims to:
Highlight the guidance issued by ICAI through its FAQs regarding 
accounting under Ind AS in the COVID-19 scenario.

01

Accounting under 
Ind AS in the COVID-19 
environment
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Introduction
The coronavirus (COVID-19) 
pandemic has raised global 

concerns regarding the health 
and safety of people, it has 

disrupted financial markets and 
created a challenging operating 
environment. This environment 

has consequently affected the 
Indian economy and financial 

reporting. While the Indian 
Accounting Standards (Ind 

AS) entail comprehensive and 
robust accounting principles, 

the preparers of financial 
statements should ensure 

that the potential impact of 
COVID-19 is suitably considered 

in preparing and reporting 
their financial statements for 

the year ended 31 March 2020. 
Accordingly, the Institute of 

Chartered Accountants of 
India (ICAI) issued ‘COVID-19 
Frequently Asked Questions 

(FAQs) on Ind AS’ that highlight 
specific requirements of certain 

accounting standards that 
may need special attention 

while preparing and reporting 
financial information for the 
year ended 31 March 2020.

This article summarises some 
of critical aspects as highlighted 

by ICAI to be considered while 
financial reporting.

Inventory valuation

Property, plant and equipment 

Measurement at 
cost or NRV

Allocation of 
overheads 

• Measurement of inventory at 
cost or NRV: Conduct of business 
in the period of lockdown or 
during the COVID-19 pandemic 
will be considered as conducting 
business ‘in the ordinary course’. 
Therefore, the requirement to 
measure inventories at the lower 
of cost or Net Realisable Value 
(NRV) would still apply. 

 Reduction in selling prices 
subsequent to the balance sheet 
date needs to be considered 
in arriving at the NRV at the 
balance sheet date as condition of 

COVID-19 existed at the balance 
sheet date which has caused 
reduction in the selling prices.

• Allocation of overheads: The 
adverse impact on the utilisation of 
the production capacity due to the 
impact of COVID-19 will be akin 
to idle capacity. Accordingly, the 
normal production capacity should 
not be reassessed for allocating 
fixed production overheads for 
the financial year 2019-20. The 
unallocated overheads will be 
recognised as an expense in the 
period in which they are incurred.

• Depreciation on idle PPE: The 
items of Property, Plant and 
Equipment (PPE) that remain idle 
during lockdown due to COVID-19 
should continue to be depreciated 
where the method of depreciation 
is other than ‘number of units of 
production method’. Furthermore, 
appropriate disclosures regarding 
the PPE (including the carrying 
amount of such PPE) that remains 
idle for a temporary period 
should be provided as it would be 
relevant to the users of financial 
statements1. 

Depreciation on 
idle property, 
plant and 
equipment

1. As required by para 79(a) of Ind AS 16, Property, Plant and Equipment and para 112(c) of Ind 
AS 1, Presentation of Financial Statements
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Impairment of assets

Financial instruments

• Impairment assessment required under conditions 
of reduced economic activity: The COVID-19 
outbreak has resulted in a significant contraction 
in economic activities of entities. The temporary 
ceasing of operations has culminated in an immediate 
decline in demand and profitability, which indicates 
impairment. Accordingly, many businesses will have to 
perform an impairment testing, including determining 
the recoverable amount of non-financial assets. 

 With regard to assets that are required to be tested for 
impairment annually2, an entity may follow an annual 
cycle of impairment testing other than the reporting 
date (e.g. testing for impairment on 31 December). 
In certain cases, if there could be an indicator for 
impairment testing as at 31 March 2020, then 
impairment testing would be required again as at 31 
March 2020. 

• Decline in market capitalisation: One external 
source of impairment indication is decline in market 
capitalisation. In the current market environment, it 
is expected that this will be accompanied by other 
impairment indicators, such as decline in actual or 
forecast profits. Market capitalisation is an indicator of 
value for an entity as a whole as opposed to separate 

cash generating units (CGUs). As a result, where 
the impairment indicator is triggered, the entity will 
also need to apply judgement to determine whether 
the entity needs to undertake a detailed impairment 
assessment for all CGUs or only a subset that have 
had other impairment indicators triggered.

• Adjusting historical information while computing 
ECL: Historical information is an important base to 
measure Expected Credit Losses (ECL). However, 
due to outbreak of COVID-19, an entity should adjust 

the historical information for current observable data 
and for the forecasts of future conditions that did not 
affect the historical data or remove those that are not 
relevant for the future cash flows.

Reduced economic 
activity

Decline in market 

capitalisation

Assessing significant increase
in credit risk

Adjusting historical information 
while computing ECL

Assessing modification of 
financial assets 

Accrual of interest

2. Intangible assets with indefinite useful lives, intangible assets not yet available for use and goodwill acquired in a business combination.
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Leases 

Lease concessions Lease rent deferrals

Loan repayment moratoriums by financial institutions 
to borrowers

• Assessing Significant Increase in Credit Risk 
(SICR): For assessing whether there has been a 
SICR of a financial instrument while computing 
ECL, entities should look at the change in the risk of 
default occurring over the expected life of the financial 
instrument. For this purpose, assessment should be 
made considering all available information about past 
events, current conditions and forecasts of economic 
conditions including impact of COVID-19 and prudential 
regulatory actions. 

 Therefore, prudential regulatory support measures 
such as temporary repayment moratoriums to tide 
over the current uncertain economic environment 
caused by COVID-19 should not be applied 
mechanistically to mean that all borrowers availing of 
this moratorium have experienced a SICR.

• Assessing modification of financial assets: Financial 
institutions need to assess whether the economic 
relief packages announced by the government and 
regulatory authorities would result in a modification 
of the loan balances, and whether such modification 
would lead to derecognition. 

• Accrual of interest: Financial institutions need to 
continue accruing interest revenue on loan balances 
(of accounts that have availed the moratorium) using 
the effective interest rate method as given below:

 – For assets classified under stage 1 and stage 2, 
interest revenue would be computed on the gross 
carrying amount of the financial asset

 – For assets classified under stage 3, interest revenue 
would be computed on the net carrying amount (net 
of ECL) of the financial asset.

• Lease concessions: An entity would need to 
evaluate whether rent concessions indicate a lease 
modification. Assessing whether the rent concession 
is a lease modification includes determining whether 
there has been a change in the consideration for the 
lease as defined in Ind AS 116. A change in payment 
terms does not necessarily give rise to a change in 
consideration. Entities should also assess whether any 
change in consideration arising from the concession 
was part of the original terms and conditions of the 
lease.

 

 

 If a rent concession results from a lease modification, 
a lessee determines a new discount rate, and 
remeasures the lease liability to reflect the revised 
lease payments using that revised discount rate and 
by making a corresponding adjustment to the right-of-
use asset. It should be noted that lease modification 
should be accounted for on the effective date of the 
modification, i.e. the date when both parties agree to a 
lease modification.

  If a waiver/reduction of lease payments does not 
represent a lease modification, that change would 
generally be accounted for as a variable lease 
payment.
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• Lease rent deferrals: A change in lease payments 
that reduces payments in one period but proportionally 
increases payments in another, does not change 
the consideration for the lease, thus there is no 
remeasurement of lease liability. While accounting for 
such deferral, the lessee must adjust the timing of 
future cash flows and either:

• Revise the discount rate, or

• Bifurcate the lease liability into the portion (based on 
the original payment schedule) that remains subject 
to accretion and the portion that is not.

 A lease deferral that results in reduction in payments 
that is greater than any subsequent increase in 
payments (i.e. a reduction in total consideration of the 
lease), incorporates both, a forgiveness of payments 
and deferred lease payments. These should be 

 accounted for as below:

• Forgiveness of payments should be evaluated:

 – If forgiveness is considered as a modification 
of the lease, the lessee should determine a 
new discount rate and remeasure the lease 
liability to reflect the revised lease payments 
using that revised discount rate and by making 
a corresponding adjustment to the right-of-use 
asset.

 – If forgiveness is considered as a variable 
consideration, lessee should derecognise 
the relevant part of the lease liability with a 
corresponding credit to statement of profit and 
loss. 

• Deferred lease payments: Accounting for lease 
rent deferrals would be as stated in the preceding 
column.

Revenue from contracts with customers

• Revenue on goods not dispatched due to  
lockdown: Revenue on goods ready for dispatch, 
but which could not be sent due to lockdown, can 
be recognised depending on whether the stringent 
conditions of Ind AS 115, Revenue from Contracts with 
Customers for bill and hold transactions are met. While 
performing this evaluation, entities need to determine 
when they have satisfied their performance obligation 
to transfer the product to the customer (i.e. when a 
customer obtains control of the product). For this, all of 
the following criteria must be met:

 – The reason for the bill and hold arrangement must be 
substantive

 – Product must be identified separately as belonging to 
the customer

 – The product currently must be ready for physical 
transfer to the customer and

 – The entity cannot have the ability to use the product 
or to direct it to another customer.

Goods not  
dispatched
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Provisions, income taxes and government grants and assistance

• CSR contributions: Contributions to the Government’s 
COVID-19 Relief Fund made within three months after 
year-end are deductible under taxation laws for the 
year ended 31 March 2020. However, for the purpose 
of accounting: 

 – These amounts would not be recognised as 
expenses/liabilities for FY2019-20 as it does not 
meet the criteria of a present obligation as at the 
balance sheet date

 – A deferred tax liability would be recognised as 
there would be tax saving in FY2019-20 for a spend 
incurred in subsequent year. Accordingly, this should 
be explained in the notes to account.

• Reassessment of deferred tax assets: Entities 
should re-assess its estimation of recoverability of 
deferred tax asset considering the uncertainty arising 
out of the impact of the COVID-19 pandemic on its 
assumptions and likelihood of occurrence of profits. An 
entity’s forecasted profits may be adversely affected 
as a result of direct and indirect (effect on customers, 

suppliers, service providers) factors such as decrease 
in production, decrease in sale prices, increase in 
costs, impairment of assets and various other factors 
that are directly connected to conditions impacting 
the economy as a whole and the entity in particular. 
Additionally, carry forward of unused tax losses and 
unused credits that were otherwise expected to be 
utilised in the near future should also be reviewed to 
determine if they might expire unutilised.

• Payment of employer’s share of provident fund by 
government: Waiver of liabilities by government will 
classify as government grant because in substance 
there is a transfer of resources, although it is in form 
of waiver of expense. Thus, contribution of employer’s 
share to provident fund by the government will fall 
within the definition of government grants of Ind AS 
20, Accounting for Government Grants and Disclosure 
of Government Assistance, therefore, an entity should 
recognise it in accordance with the provisions of Ind 
AS 20.

CSR contributions Employer’s share of provident 
fund

Reassessment of deferred 
tax assets 

The ICAI FAQs also provide guidance in other areas 
such as presentation of financial statements, the effects 
of changes in foreign exchange rates, intangible assets, 

borrowing costs, share-based payments, employee 
benefits, etc.

(Source: ICAI COVID-19 FAQS on Ind AS issued in May 2020)
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This article aims to:
Highlight the additional temporary exceptions proposed by IASB to 
address the accounting issues that can arise when an interest rate 
benchmark is either reformed or replaced.

02

Accounting impacts on 
modification of interest 
rate benchmarks



1. The Financial Stability Board is an international body that monitors and makes recommendations about the global financial system.
2. The issues that would arise prior to replacement of the existing IBORs with alternative benchmark rates (or risk free rates).
3. The interest rate benchmark reform provided temporary exceptions to specific hedge accounting requirements and required related disclosures in the period during which there is uncertainty 

about contractual cash flows arising from interest rate benchmark reform.
4. The ED sets out proposals for amendments to IFRS 9, Financial Instruments, IAS 39, Financial Instruments: Recognition and Measurement, IFRS 7, Financial Instruments: Disclosures, IFRS 4, 

Insurance Contracts and IFRS 16, Leases.
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This change may pose stability and 
liquidity risks for global markets, 
and introduces financial risks 
and accounting challenges to all 
companies with IBOR exposures 
– banks and corporates alike. 
Regulators, accounting standards 
setters and industry participants are 
engaged in developing a smooth 
transition to alternative benchmark 
rates.

The transition would entail changes 
in the fair valuation, interest 
payments and servicing of the 
borrowing. Some costs (legal) 
and tax effects may have to be 
accounted for upfront.

The International Accounting 
Standards Board (IASB) undertook 
a project for providing transition 
relief to preparers of financial 
statements. It has split its project 
into two phases, wherein the first 
phase dealt with pre-replacement 
issues2, and culminated with 
the issue of the Interest Rate 
Benchmark Reform3, which was 
published in September 2019. The 

IASB commenced discussion on the 
second phase of the project (which 
deals with issues that might affect 
financial reporting after the reform 
of an interest rate benchmark) in 
September 2019, and issued an 
Exposure Draft (ED), Interest Rate 
Benchmark Reform – Phase 2 in 
April 20204.The comment period for 
the ED ended on 25 May 2020.

Proposed amendments 
provided by the exposure 
draft
The purpose of the ED is to address 
the accounting issues that arise 
from the replacement of interest 
rate benchmarks. It proposes 
targeted reliefs, amendments and 
clarifications that are likely to help 
reflect the economic substance 
of IBOR reform in a company’s 
financial statements. This will 
support preparers in applying the 
requirements of the standards 
during IBOR reform. Figure 1 below 
depicts the major amendments 
proposed by the standard:

Background

Interbank Offered Rates (IBORs) 
are interest reference rates that 
represent the cost of obtaining 

funding in an interbank term 
lending market. In 2014, the 

Financial Stability Board1 
recommended the reform 
of specified major interest 

rate benchmarks. Since then 
public authorities in many 

jurisdictions have encouraged 
market participants to progress 

towards the reform of interest 
rate benchmarks, including their 

replacement with alternative 
(nearly risk free) benchmark 

rates.

Figure 1: Proposed amendments by the ED

Source: KPMG in India’s analysis 2020, read with ‘IBOR reform – Phase 2 exposure draft issued’, issued by KPMG’s International Standards Group on 9 April 2020)

IBOR reform - Phase 2

Proposed effective date of 1 January 2021, early application permitted.

Modification 
of financial 
instruments

• What constitutes a 
modification in the 
context of IBOR 
reform

• Provides practical 
expedient for 
modifications

(Impacts IFRS 9, IFRS 4)

Hedge  
accounting

• Relief to continue 
hedge accounting 
when IBOR reform 
occurs

• Relief to continue 
hedge accounting 
for ‘separately 
identifiable 
component’ 
when Phase 1 
amendments cease

(Impacts IFRS 9, IFRS 4)

New  
disclosures

• Nature and extent 
of risks arising from 
IBOR reforms

• Company’s 
progress in 
completing IBOR 
reform

• How company 
manages the 
transition

(Impacts IFRS 7)

Lease  
accounting

• Practical expedient 
for modifications by 
IBOR reform

(Impacts IFRS 16)
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An overview of the exceptions proposed in the ED is 
given below:

Modification of financial instruments
An important matter to be addressed while accounting 
for the IBOR reform was, how entities would account for 
changes resulting from reform to financial instruments, 
including which changes constituted a modification of 
financial instruments. 

On deliberation of the matter, IASB concluded that the 
scope of potential proposals would need to include 
changes to financial instruments as a result of the 
reform, regardless of the legal form triggering those 
changes. Figure 2 below depicts the three possible 
changes that can be made in financial instruments as a 
result of the reform.

What constitutes a modification and triggering of an 
existing contractual clause

IFRS 9, Financial Instruments, does not describe what 
constitutes a modification of financial assets or financial 
liabilities. Thus, to prevent a diversity in practice, of 
what changes resulting from the IBOR reform would be 
considered as a ‘modification’, IASB decided to provide a 
clarification. As per the ED, a financial instrument would 
be considered to be modified, if the basis for determining 
the contractual cash flows is changed after the initial 
recognition of that financial instrument, irrespective of 
whether this results in a change in the contractual terms 
of the instrument. For example, there may be an actual 

change in the interest rate benchmark, which is replaced 
by an alternate interest rate (change in contractual terms 
of the instrument), or without changing the contractual 
terms, there may be a change in the method for 
calculating the interest rate benchmark.

The ED further states, that for some entities, the reform 
would be affected by activation of contractual terms that 
exist in the contract, such as fallback provisions5. While 
the activation of a fallback provision would not result in 
a modification6, IASB proposed to extend the practical 
expedient provided in the ED to such a situation, to 
enable uniformity in accounting outcomes arising on 
account of the IBOR reform.

Conditions to be satisfied

• Changes are required as a direct consequence of the IBOR reform; and

• The new basis for determining the contractual cash flows is economically equivalent to the previous 
basis (i.e. basis immediately preceding the reform).

Figure 2: Changes to financial instruments arising from the reform

Source: KPMG in India’s analysis, 2020, read with Exposure Draft of ‘Interest Rate Benchmark Reform – Phase 2’, issued by IASB in April 2020

Amending contractual terms of 
financial instruments

Changing the basis for 
determining the contractual 
cash flows of the financial 

instrument, after it is initially 
recognised, without amending 

its contractual terms

Activating existing contractual 
terms, which change the basis 
for determining the contractual 

cash flows of the financial 
instrument.

5. A fallback provision could specify the hierarchy of rates to which an interest rate benchmark would revert in case the existing benchmark rate ceases to exist.
6. The activation of a fallback provision would not result in modification of a financial instrument since a change in the contractual cash flows has already been specified and contemplated in the 

contract by virtue of this provision.
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The above changes would fall under the provision of the 
ED if they were made as a direct consequence of the 
IBOR reform at an economically equivalent7 basis. 

Practical expedient for modification

Generally, a modification of a financial asset or a financial 
liability would require entities to first assess whether 
the modification results in derecognition of the financial 
asset or financial liability.

If it does not result in derecognition, a modification 
gain or loss is determined by recalculating the carrying 
amount of the financial instrument using the original 
Effective Interest Rate (EIR) to discount the modified 
cash flows. A company immediately recognises any 
modification gain or loss in profit or loss.

However, applying this treatment to a modification 
caused by the IBOR reform (where, for example an 
interest rate benchmark has been replaced with an 
alternate benchmark rate) would not provide useful 
information to the users of the financial statements.  
This is because using this method, entities would use 
the interest rate benchmark-based EIR to calculate 
interest revenue/interest expense on the financial 

instrument, which would not reflect the economic 
effects of the modified financial instrument. Further 
maintaining the original EIR could be difficult, and 
perhaps impossible, if that rate is no longer available. 
Thus, as a practical expedient, IASB proposed that the 
modifications required by the IBOR reform should be 
accounted for by updating the EIR to reflect, for example, 
the change in an interest rate benchmark from IBOR to 
an alternate benchmark rate.

Multiple changes to financial instruments

Often, the negotiations with counterparties to agree 
changes to the contractual cash flows required by the 
reform, could result in changes to the contractual terms 
that are not a direct consequence of the reform or are 
not economically equivalent to the previous terms and 
conditions. In this case, entities should first account for 
changes determined to be required by the reform by 
updating the EIR based on the alternative benchmark 
rate. It would subsequently assess modifications not 
required by the reform to determine if they result in 
derecognition of a financial instrument. The relevant 
provisions of IFRS 9 would be applied on the basis of the 
entity’s analysis.

Proposed amendment to IFRS 
4, Insurance Contracts

The IASB proposed to amend IFRS 4 so that 
insurers applying IAS 39 can also apply the 
amendments and practical expedient in accounting 
for modifications directly required by the IBOR 
reform.

The IASB proposed to provide a practical expedient 
in IFRS 16 for a lessee to account for lease 
modifications directly required by IBOR reform 
using the existing guidance that applies to changes 
in lease payments due to changes in floating 
interest rates.

Practical expedient in  
IFRS 16, Leases

7. While economic equivalence has not been defined, it would mean that the contractual cash flows of the financial instrument would be substantially similar before and after the modification. For 
example, replacing an interest rate benchmark with an alternate rate plus a fixed spread that compensated for the basis difference between the interest rate benchmark and the alternate rate.

Hedge accounting
Relief to continue hedge accounting on IBOR reform

Hedge documentation

Changes in hedge documentation would normally 
cause a discontinuation of the hedge under the 
current requirements in IFRS 9 and IAS 39, Financial 
Instruments: Recognition and Measurement.

When the changes are directly required by IBOR 
reform, IASB considered that discontinuing the hedge 
would not provide useful information for the users of 
financial statements. Therefore, the Board tentatively 

decided to provide an amendment clarifying that the 
following changes, and only those changes, in hedge 
documentation would not result in discontinuation of 
hedge accounting.

- Redefining the hedged risk from current IBOR to an 
alternative benchmark rate.

- Redefining the description of the hedging instrument 
and/or hedged items to reflect the alternative 
benchmark rate; and

- Changing the method used for assessing hedge 
effectiveness (for IAS 39).
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Remeasurement of hedged item and hedging 
instrument

The IASB proposed that entities should apply 
the requirements in IFRS 9 and IAS 39 for the 
remeasurement of the hedged item and hedging 
instrument, and recognise as part of hedge 
ineffectiveness any measurement adjustments arising 
from the amendments to the designation of the hedging 
relationship. This would reflect the economic effects of 
the changes required by the reform. 

Thus, in case of a fair value hedge, the hedged item and 
hedging instrument would be remeasured as if the items 
had been based on the alternative benchmark rate and a 
corresponding gain or loss would be recognised in profit 
or loss.

For cash flow hedge, the cumulative amount recognised 
in the cash flow hedge reserve is remeasured to the 
lower of:

- The cumulative gain or loss on the hedging instrument 
calculated taking into consideration the change to the 
alternative benchmark rate; and 

- The cumulative change in fair value of the hedged 
cash flows on the hedged item (i.e. the ‘hypothetical 
derivative’)8 as if the hedged cash flows had been 
based on the alternative benchmark rate.

Thus, in case of a cash flow hedge, entities should deem 
that the amount accumulated in the cash flow hedge 
reserve is based on the alternative benchmark rate. 
Accordingly, this amount would be reclassified to profit 
or loss in the same period during which the hedged cash 
flows based on the alternative benchmark rate affect 
profit or loss.

For the purposes of the IAS 39 retrospective assessment 
of hedge effectiveness, IASB proposed that companies 
reset the cumulative fair value changes of the hedged 
item and hedging instrument to zero immediately after 
ceasing to apply the Phase 1 relief. The cumulative fair 
value changes would therefore be ignored and would not 
affect the assessment going forward. However, the usual 
measurement requirements would apply.

Discontinued hedging relationship

There may be a discontinued hedging relationship, 
where the amount accumulated in the cash flow hedge 
reserve remains in the reserve for a future cash flow 

expected to occur. In this case, the previously designated 
hedged item would be subject to a change in the basis 
for determining the contractual cash flows as required 
by the reform. The entity should deem the amount 
accumulated in the cash flow hedge reserve to be based 
on an alternative benchmark rate and reclassify it to profit 
or loss when the future hedged cash flows based on that 
alternative benchmark rate affect profit or loss.

Multiple changes in hedging relationships

While negotiating the changes in the financial 
instruments on account of the reform, there may be 
certain additional changes made that would result in 
changes to the hedging relationship, in addition to those 
prescribed in the ED. Entities should first assess whether 
these additional changes would result in discontinuation 
of hedge accounting. If these do not result in a 
discontinuation of hedge accounting, the designation of 
the hedges would be amended as per the provisions in 
the ED.

Hedge of a group of items

When a group of items is designated as hedged, IASB 
noted that different aspects or timing of IBOR-related 
modifications may cause a discontinuation of the hedge 
under the current requirements in IFRS 9 and IAS 39, 
and that this would not provide useful information for 
the users of financial statements. Therefore, the Board 
tentatively decided to amend IFRS 9 and IAS 39 to 
require a company to:

- Amend the hedge documentation to create two 
subgroups of hedged items – one referencing the 
original interest rate benchmark and the other the 
alternative benchmark rate

- Perform the proportionality test separately for 
each subgroup of items designated in the hedging 
relationship

- Treat those subgroups as a single hedging relationship, 
so the hedge effectiveness requirements would be 
applied in their entirety; and 

- Treat IBOR and its alternative benchmark rate as if they 
share similar risk characteristics.

8. A hypothetical derivative is a derivative that would have terms matching the critical terms of the designated cash flows and the hedged risk and that is commonly used in cash flow hedges to 
represent a forecast transaction.
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Designation of risk components

Risk components include changes in the cash flows 
or fair value of an item attributable to a specific risk or 
risks. IFRS 9 and IAS 39 permit risk components to be 

designated as hedges when they meet certain criteria as 
specified in figure 3.

As depicted in figure 3 above, the assessment of 
whether a risk component is separately identifiable 
may be straight forward when it is explicitly stated in 
a contract, thus involving limited judgement. However, 
identifying a non-contractually specified risk component 
is more difficult, and would require an entity to assess 
the relevant facts and circumstances within the context 
of the particular market structure to which the risk relates 
and in which the hedging activity takes place.

In the early stages of the IBOR reform, the ‘separately 
identifiable’ aspects for designating risk components as 
hedged items could be affected, since a particular market 
for instruments referenced to the alternate benchmark 
rate might not have been sufficiently developed. In this 
scenario, entities that want to designate the alternate 
benchmark rate as a risk component could face a 
challenge in doing so.

The IASB acknowledged that, considering the objective 
of the reform is to modify some interest rate benchmarks 
or replace them with alternative benchmark rates, an 
entity might expect that even though it may not be the 
case at the point of designation, within a reasonable 

period of time, the volume and liquidity of debt 
instruments referenced to an alternative benchmark rate 
in a particular market or jurisdiction will be sufficient to 
meet the requirements in IFRS 9 and IAS 39.

Consequently, IASB decided to propose a temporary 
relief from having to meet the separately identifiable 
requirement. Thus, where an alternative benchmark 
rate designated as a non-contractually specified 
risk component did not meet the requirement to be 
separately identifiable at the date it is designated, that 
alternative benchmark rate would be deemed to have 
met the requirement at that date if and only if an entity 
reasonably expects that the alternative benchmark 
rate will be separately identifiable within a period of 
24 months from the date it is designated as a risk 
component.

The relief would end when an entity reasonably expects 
that an alternative benchmark rate will not meet the 
separately identifiable requirement, either during, or at 
the end of the 24-month period. In this case, the entity 
should discontinue hedge accounting prospectively.

Figure 3: Risk components and criteria for designating them as a hedged item

Source: KPMG in India’s analysis, 2020 read with Insights into IFRS, 16th edition, September 2019

*Proposed amendments apply only for the separately identifiable requirement and not the reliably measurable requirement

Separately identifiable

Reliably measurable

Risk components

Contractually specified

Yes

To be assessed, assumed to be 
Yes in this context

To be assessed, assumed to be 
Yes in this context*

Non-contractually specified

To be assessed
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Disclosures
While considering the need for additional disclosures, 
IASB balanced the benefits of providing useful 
information to investors about the effects of the reform 

on a company’s financial statements with a company’s 
costs for providing that information. Thus, the disclosures 
proposed by IASB are given in figure 4 below:

End of application of Phase 2 amendments
The IASB has not proposed specific end of application 
requirements for the amendments proposed in the ED. 
This is because unlike the Phase 1 exceptions, which are 
applied during the period of uncertainty arising from the 
reform, the application of the proposed amendments in 
Phase 2 is associated with the point at which changes to 
financial instruments or hedging relationships occur as a 
result of the reform. Therefore, by design the application 
of these proposed amendments have a natural end.

Transition and effective date
The ED proposes an effective date of 1 January 2021 
and would permit early application. It also proposes 
mandatory retrospective application (without requiring 
restatement of comparative information), which would 
include reinstating hedging relationships that have been 
discontinued solely due to changes directly required by 
IBOR reform.

Figure 4: Additional disclosures required as part of IBOR reform

Source: KPMG in India’s analysis, 2020, read with Exposure Draft of ‘Interest Rate Benchmark Reform – Phase 2’, issued by IASB in April 2020

Transition
• How company manages the transition 

to alternate benchmark rates

• Progress made at the reporting date

• Risks arising on transition

Objective of 
disclosures

Provide disclosures 
to enable users to 
understand:

Risks

• Nature and extent of 
risks arising from IBOR 
reform

• How company 
manages those risks

Transition

• Company’s progress on 
completing transition 
to alternate benchmark 
rates

• How it manages the 
transition

Exposure to IBOR
• Carrying amount of non-derivative 

financial instruments

• Nominal amount of derivatives, each 
shown separately, that continue to 
reference interest rate benchmarks 
subject to interest rate benchmark 
reform

Risk management strategy

To the extent that IBOR reform 
has resulted in changes in risk 
management strategy:

• Description of changes in the risk 
management strategy

• How is the entity managing those 
risks

Exposure to alternate  
benchmark rates

For each significant alternate  
benchmark rate to which a company is 
exposed:

• Description of how it determined the 
base rate

• Adjustments to base rate

• Judgements made to assess whether 
the modifications were required by 
the reform
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Consider this
• Globally, IBORs are expected to be replaced as 

market participant transition their exposures to various 
alternate benchmark rates. This transition is intended 
to be a gradual market shift, rather than a flip of the 
switch at the end of 2021. In many jurisdictions, 
transition is already underway, where the number of 
derivatives based on alternate benchmark rates have 
steadily increased.

• India is not insulated from the change, any financial 
contracts with international counterparties, be it 
foreign currency denominated borrowings, loans, 
trade credit, derivative contract, that reference IBORs 
come under the purview of this transition. Additionally, 
instruments linked to the Mumbai Interbank Forward 
Offer Rate (MIFOR), which is derived from USD 
LIBOR, will also be affected. 

The Reserve Bank of India (RBI) has formed a task 
force to deliberate on the IBOR transition and fall 
back languages. Initial steps have also been taken 
by Indian Banking Association (IBA) by forming a 
dedicated working group, represented by participants 
from different regulators (FIMMDA9, FEDAI10, FBIL11) 
responsible for valuation and foreign exchange 
management in India and domestic banks, for 
identifying the overall impact of transition on Indian 
market and to finalise methodology for Indian 
benchmark. Additionally, IBA has also suggested that 
banks, corporates and financial institutions conduct an 
impact assessment throughout their organisation to 
identify impacted volumes, processes and systems. 
Few large banks in India have formed internal working 
groups to prepare for IBOR transition process. RBI 
is yet to publish any formal guidance on the IBOR 
transition process. 

• In this environment, companies should proactively 
resolve identified issues, discuss transition plans with 
counterparties and implement alternative reference 
rates in advance of discontinuation date. Companies 
should evaluate their exposure to IBORs for example, 
by reviewing fallback language in contracts and its use 
of benchmarks and indices. Accounting systems and 
risk models may also be impacted.

• The IASB will consider feedback on the ED in 
developing its final requirements. The IASB plans to 
issue final amendments in the third quarter of 2020.

• The ED defines what constitutes a modification of 
financial instruments under the IBOR reform. The 
IASB acknowledged that extending the scope of this 
amendment to all modifications (i.e. not limited to 
changes made as a result of the reform) could assist 
entities in determining whether a change in the cash 
flows of a financial instrument is accounted for as 
a modification. However, Phase 2 focusses on the 
effects of the reform, therefore, IASB tentatively 
decided, for the purposes of the ED, to limit the 
scope of the proposed amendment to changes made 
as a result of the reform. The IASB will consider 
proposing a separate, narrow-scope amendment to the 
requirements in IFRS 9 for all modifications.

9. Fixed Income Money Market and Derivatives Association of India.
10. Foreign Exchange Dealers’ Association of India.
11. Financial Benchmark India Private Limited.

(Source: Exposure Draft (ED/2020/1) on ‘Interest Rate 
Benchmark Reform - Phase 2’ and ‘Snapshot: Interest Rate 
Benchmark Reform - Phase 2’ issued by IASB in April 2020, 
KPMG IFRG Limited’s web article on ‘IBOR reform - Phase 
2 exposure draft issued’ dated 9 April 2020, KPMG U.S.’s 
article on ‘Accounting standards board respond to IBOR 
reform’ dated 28 February 2020, KPMG IFRG Limited’s 
article on ‘IBOR reform - End of second-phase discussion’ 
dated 27 February 2020, KPMG IFRG Limited’s article on 
‘IBOR reform - Broad discussions including new disclosures’ 
dated 31 January 2020, KPMG IFRG Limited’s article on 
‘IBOR reform - Phase 2 discussions on hedge accounting’ 
dated 12 December 2019, KPMG IFRG Limited’s publication 
‘Insights into IFRS, 16th edition’)
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The Securities and Exchange Commission 
(SEC) issued following updates relevant for 
companies following US GAAP framework:
• Amendment in definitions of accelerated and large

accelerated filer: The SEC has issued a final rule that
amends the ‘accelerated filer’ and ‘large accelerated
filer’ definitions to exclude ‘smaller reporting company’
issuers with less than USD100 million in annual
revenue. The amendments relieve these issuers from
the internal control over financial reporting auditor
attestation requirements.

These amendments are effective for annual report
filings due on or after 27 April 2020.

• Guidance on MD&A: The SEC has issued a guidance
highlighting disclosure considerations when discussing
Key Performance Indicators (KPIs) and metrics in
Management’s Discussion and Analysis of Financial
Condition and Results of Operations (MD&A).

The SEC generally expects disclosures to include:

– A clear definition of the metric and how it is
calculated

– A statement indicating why the metric is useful to
investors

– A statement indicating how management uses the
metric in managing or monitoring the company’s
performance.

Companies should also consider whether disclosure 
of the estimates or assumptions related to the metric 
or its calculation is necessary for the metrics not to be 
materially misleading. If the method of calculating or 
presenting the metric changes, the company should 
consider the need to disclose:

– Differences in the metric’s calculation or
presentation as compared to the prior year

– Reasons for and effects of such changes

– Any other differences in methodology and results
that would reasonably be expected to be relevant to
an understanding of the company’s performance

– Whether prior metrics should be recast to conform
to current presentation.

The guidance also reminds registrants to maintain 
effective disclosure controls and procedures when 
disclosing material KPIs or metrics in MD&A.

The guidance is effective from 25 February 2020.

• Brexit disclosures: The SEC staff is closely monitoring
how registrants (primarily those with operations
in the United Kingdom (UK), European Union (EU)
or with operations that link to the UK) disclose the
effect that Brexit has had, and may potentially have,
on their business operations. In addition to risk
factor disclosures in their annual reports, a registrant
should consider whether Brexit-related economic
uncertainties and market volatility will significantly
affect its accounting judgements and estimates.

Registrants should closely monitor Brexit-related
developments for changes that may require them to
revise risk factors in their 2020 quarterly reports.

CAMs: Trends and observations 
Critical Audit Matters (CAMs) are now being 
communicated in auditors’ reports on financial 
statements of large accelerated filers. Based on a KPMG 
International analysis of CAMs as of early March 2020, 
almost 1,900 public filings include auditors’ reports that 
communicated CAMs. The most frequent categories of 
CAMs have been goodwill and intangibles, revenue and 
business combinations. For financial services companies, 
CAMs have been reported for the allowance for loan and 
lease losses. For the majority of companies, the number 
of CAMs communicated in the auditors’ report has been 
either one or two, with the average number of CAMs for 
the approximately 1,900 reports being 1.6. 

For audits conducted in accordance with Public Company 
Accounting Oversight Board (PCAOB) standards, the 
requirement to communicate CAMs is applicable to all 
other companies to which the CAM requirements apply 
for fiscal years ending on or after 15 December 2020.

(Source: ‘Quarterly Outlook - March 2020 edition’ issued 
by KPMG LLP - a Delaware LLP and the U.S. member 
firm of the KPMG network)
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MCA clarification on conduct of an AGM 
through VC 
The Ministry of Corporate Affairs (MCA) through its 
circular dated 5 May 2020 allowed companies to conduct 
their Annual General Meeting (AGM) through Video 
Conferencing (VC) or Other Audio-Visual Means (OAVM) 
(with e-voting facility1 or through registered e-mails2)
during the calendar year 2020, subject to the fulfillment 
of the specified requirements. 

Some of the key requirements are as follows:

• Other than ordinary business, only those items 
of special business, which are considered to be 
unavoidable by the board of directors may be 
transacted in such meetings.

• Financial statements (including board’s report), auditor’s 
report or other documents should be sent only through 
e-mail to the members, trustees for the debenture-
holder of any debentures issued by the company and to 
all other persons so entitled.

Companies are also required to ensure that all other 
compliances relating to general meeting such as making 
of disclosures, inspection of related documents/registers 
by members or authorisations for voting by bodies 
corporate, etc. as provided in the Companies Act, 2013 
(2013 Act) and the articles of association of the company 
have been made through electronic mode.

For a detailed read, please refer to KPMG in India’s First 
Notes on ‘AGMs through VC or OAVM facility and other 
regulatory relaxations’ dated 28 May 2020.

(Source: MCA general circular no. 20/2020 dated 5 May 
2020)

MCA extends timeline for enrolment in the 
data bank of independent directors
MCA through a notification dated 29 April 2020 has 
extended the timeline for enrolment in the data bank of 
independent directors as prescribed under the relevant 
provisions of the 2013 Act3. 

As per the revised timelines, every individual who has 
been appointed as an independent director in a company 
as on 1 December 2019 can apply online to the Indian 
Institute of Corporate Affairs (institute) up to 30 June 
2020 (earlier up to 30 April 2020) for inclusion of his/her 
name in the data bank maintained by the institute.

(Source: MCA Notification G.S.R. 268(E) dated 29 April 
2020)

SEBI issues an advisory on disclosure of 
material impact of COVID–19 for listed 
companies
SEBI through a circular dated 20 May 2020 requires 
listed companies to evaluate the impact of the COVID-19 
pandemic on their business, performance and financials, 
both qualitatively and quantitatively to the extent possible 
and disseminate the same. It also provides an illustrative 
list of information for disclosure which companies may 
consider, subject to the application of materiality. Those 
are as follows:

• Impact of the COVID-19 pandemic on the business

• Ability to maintain operations including the factories/
units/office spaces functioning and closed down

• Schedule, if any, for restarting the operations

• Steps taken to ensure smooth functioning of 
operations

• Estimation of the future impact of COVID-19 on its 
operations

• Details of impact of COVID-19 on company’s, 
capital and financial resources, profitability, liquidity 
position, ability to service debt and other financing 
arrangements, assets, internal financial reporting and 
control, supply chain and demand for its products/
services

• Existing contracts/agreements where non-fulfilment of 
the obligations by any party will have significant impact 
on the listed company’s business

• Other relevant material updates about the listed 
company’s business.

Further, to have continuous information about the impact 
of COVID-19 on operations, listed companies may 
provide regular updates, as and when there are material 
developments. 

Additionally, listed companies may include the impact of 
the COVID-19 pandemic on their financial statements to 
the extent possible.

The provisions of the circular are effective from 20 May 
2020.

(Source: SEBI circular no. SEBI/HO/CFD/CMD1/
CIR/P/2020/84 dated 20 May 2020)

1. Listed companies and companies with at least 1,000 shareholders are required to provide e-voting facility. 
2. For companies which are not required to provide e-voting facility. 
3. Section 150 of the 2013 Act read with Rule 6 of the Companies (Appointment and Qualification of Directors) Rule, 2014. 
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SEBI issues additional relaxations for listed 
companies amid COVID-19 
Listing Regulations

The Securities and Exchange Board of India (SEBI) 
has provided relaxations from compliance with certain 
provisions of the SEBI (Listing Obligations and Disclosure 
Requirements) Regulations, 2015 (Listing Regulations) 
in light of the challenges faced by companies due to the 
pandemic. The key relaxations are as follows:

• Requirement to publish quarterly consolidated 
financial results: Regulation 33(3)(b) of the 
Listing Regulations requires listed companies with 
subsidiaries to mandatorily submit quarterly/year-to-
date consolidated financial results.

Relaxation

a. Listed companies which are banking and/or 
insurance companies or have subsidiaries which are 
banking and/or insurance companies may submit 
their consolidated financial results for the quarter 
ending 30 June 2020 on a voluntary basis. However, 
they shall continue to submit the standalone 
financial results as required under Regulation 33(3)
(a) of the Listing Regulations.

b. If the above-mentioned listed companies choose 
to publish only standalone financial results and 
not consolidated financial results, they should give 
reasons for the same.

• Requirement to publish advertisements in 
newspapers: Listed companies are exempt from 
publication of advertisements (including financial 
results) in newspapers as required under Regulation 
47 and Regulation 52(8) of the Listing Regulations for 
all events scheduled till 30 June 2020.

• Requirement of sending physical copies of 
annual report to shareholders: Regulations 36 and 
Regulation 58 of the Listing Regulations requires 
listed companies to send their annual reports to the 
shareholders in the following manner: 

a. Soft copy of full annual report to shareholders who 
have registered their email address(es)

b. Hard copy of statement containing salient features 
of all the documents, as prescribed in Section 136 
of the 2013 Act to the shareholders who have not 
registered their email addresses and 

c. Hard copies of full annual reports to those 
shareholders, who request for the same. 

Relaxation

SEBI has exempted listed companies who conduct 
their AGMs during the calendar year 2020 (i.e. till 
31 December 2020) from sending hard copies of 
annual reports/statement of salient features to their 
members.

• Requirement to comply with MPS: Regulation 38 
of the Listing Regulations requires a listed company 
to comply with the Minimum Public Shareholding 
(MPS) requirements specified in Rule 19(2) and 19A 
of the Securities Contracts (Regulation) Rules, 1957. 
Further, SEBI circular dated 10 October 2017 lays 
down the procedures to be followed by the recognised 
stock exchanges/depositories with respect to MPS 
non-compliant listed companies, their promoters and 
directors, including levy of fines, freeze of promoter 
holding, etc.

Relaxation

SEBI has granted relaxation from applicability of SEBI 
circular dated 10 October 2017 for listed companies for 
whom the deadline to comply with MPS requirements 
falls between the period from 1 March 2020 to 31 
August 2020. Accordingly, recognised stock exchanges 
have been advised not to take any penal action as 
envisaged in the 10 October 2017 circular against such 
companies in case of non-compliance during the said 
period.

Penal actions, if any, initiated by stock exchanges 
from 1 March 2020 till date for non-compliance of 
MPS requirements by such listed companies may be 
withdrawn.

For a detailed read, please refer to KPMG in India’s First 
Notes on ’AGMs through VC or OAVM facility and other 
regulatory relaxations’ dated 28 May 2020.

(Source: SEBI circular no. SEBI/HO/CFD/CMD1/
CIR/P/2020/79 dated 12 May 2020 and SEBI circular 
SEBI/HO/CFD/CMD1/CIR/P/2020/81 dated 14 May 2020)

ICDR Regulations

SEBI through a circular dated 6 May 2020 has granted 
one-time relaxations from certain requirements of the 
SEBI (Issue of Capital and Disclosure Requirements) 
Regulations, 2018 (ICDR Regulations) pertaining to rights 
issue opening up to 31 July 2020. The key relaxations are 
as follows.

• Requirement of sending physical copy of abridged 
letter of offer: Regulation 77(2) of the ICDR 
Regulations requires an issuer to dispatch copy of an 
abridged letter of offer through registered post, speed 
post, courier service or by electronics transmission to 
all existing shareholders at least three days before the 
date of opening of the issue.
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Relaxation

SEBI has clarified that the failure to adhere to modes 
of dispatch through registered post, speed post or 
courier services due to prevailing COVID-19 related 
conditions will not be treated as non-compliance 
during the said period. However, the issuer should 
publish the letter of offer, abridged letter of offer and 
application forms on the websites of the company, 
stock exchanges and the lead manager to the right 
issue. 

Further, the issuer should take necessary steps to 
reach out to the shareholders through other modes 
such as SMS, television or digital advertisement. 

• Dematerialised Rights Entitlements (REs): As 
per SEBI circular dated 22 January 2020, physical 
shareholders are required to provide their demat 
account details to issuer/registrar to the issue for 
credit of REs. 

Relaxation

The physical shareholders who have not been able to 
open a demat account or are unable to communicate 
their demat details for credit of REs within specified 
time are allowed to submit their application subject to 
the specified conditions. 

• Digital certifications: Authentication/certification/
undertaking(s) in respect of all offer documents filed 
up to 31 July 2020 may be done using digital signature 
certifications. The issuer along with lead manager(s) 
should provide procedure for inspection of material 
documents electronically.

The provisions of the circular are effective from 6 May 
2020. 

(Source: SEBI circular no. SEBI/HO/CFD/DIL2/
CIR/P/2020/78 dated 6 May 2020)

Takeovers and Buy-back 

SEBI through a circular dated 14 May 2020 has granted 
one-time relaxations from certain provisions of the 
SEBI (Substantial Acquisition of Shares and Takeovers) 
Regulations, 2011 (Takeover Regulations) and SEBI 
(Buy-back of securities) Regulations, 2018 (Buy-back 
Regulations) pertaining to open offers and buy-back 
tender offers opening up to 31 July 2020. 

As per the relaxations, letter of offer and/or tender 
form and other offer related material may be served to 
the shareholders through electronic mode subject to 
specified conditions. 

The key conditions are as follows:

• The acquirer/company should publish the letter of offer 
and tender form on websites of the company, registrar, 
stock exchanges and the manager to the offer.

• The acquirer/company should take steps to reach out 
to the shareholders through other modes such as SMS, 
digital advertisement, etc.

• The acquirer/company should advertise in newspapers 
which would contain details regarding the dispatch of 
the letter of offer electronically and availability of such 
letter of offer on website of the company, registrar, 
stock exchanges and the manager to the offer.

• The acquirer/company may have the flexibility to 
publish the ‘dispatch advertisement’ in additional 
newspapers, over and above those required under the 
respective regulations.

The provisions of the circular are effective from 14 May 
2020. 

(Source: SEBI circular no. SEBI/CIR/CFD/DCR1/
CIR/P/2020/83 dated 14 May 2020)

Special reforms announced by government 
to support the economy amid COVID-19
In order to alleviate the impact of the COVID-19 on India 
Inc., the government has announced various regulatory 
measures as part of COVID-19 stimulus package.

Some of the key regulatory measures are as follows:

• Amendments to the 2013 Act: In continuation with 
the amendments proposed by MCA through the 
Companies (Amendment) Bill, 2020 in March 2020, 
the government proposes to issue an ordinance to 
amend the 2013 Act. The proposed amendments, inter 
alia, include:

 – Decriminalisation of various violations involving 
minor technical and procedural defaults such as 
shortcomings in Corporate Social Responsibility 
(CSR) reporting, inadequacies in board’s report, filing 
defaults, delay in holding AGM, etc.

 – Recategorising majority of the compoundable 
offences sections to Internal Adjudication 
Mechanism (IAM) and enhanced powers of Regional 
Director (RD) for compounding. 

 – Omitting seven compoundable offences and 
recommending five offences to be dealt with an 
alternative framework.

 – Permitting direct listing of securities by Indian 
companies in permissible foreign jurisdictions.

• New definition of MSME: Definition of Micro, Small 
and Medium Enterprises (MSME) will be revised by 
raising the investment limit. An additional criterion 
of turnover also being introduced. The distinction 
between manufacturing and service sector will also be 
eliminated.
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 Further, e-market linkage for MSMEs will be 
promoted to act as a replacement for trade fairs and 
exhibitions. 

• Reduction in EPF contribution: Employees 
Provident Fund (EPF) contribution would be 
reduced for employers and employees for three 
months from 12 per cent to 10 per cent for all 
establishments covered by EPF Organisation 
(EPFO). 

• Reduction in TDS/TCS rates: Rates of Tax 
Deducted at Source (TDS) for non-salaried specified 
payments and Tax Collected at Source (TCS) for 
specified receipts have been reduced by 25 per 
cent for the period from 14 May 2020 to 31 March 
2021.

• Extension of due dates of tax returns: Due 
date of all income-tax returns for FY2019-20 will 
be extended from 31 July 2020 and 31 October 
2020 to 30 November 2020 and tax audit from 30 
September 2020 to 31 October 2020.

(Source: Press release issued by Ministry of Finance 
dated 13 May 2020 and 17 May 2020)

ICAI issues FAQs on Ind AS addressing 
impact of COVID-19
On 8 May 2020, the Institute of Chartered 
Accountants of India (ICAI) has issued an application 
guidance in certain areas of accounting in the form of 
Frequently Asked Questions (FAQs) in the context of 
contraction in economic activity, disruptions in financial 
markets and a series of actions by government, 
monetary and prudential authorities arising on account 
of COVID-19. The guidance is applicable for annual 
financial statements prepared as per Ind AS for the 
period ended 31 March 2020. The guidance, inter alia, 
discusses following situations:

• Impact on Net Realisable Value (NRV) estimation 
while performing inventory valuation

• Charging of depreciation on property, plant and 
equipment that remains idle due to COVID-19

• Impairment of non-financial assets in case of fall 
in entity’s market capitalisation below the carrying 
amount of its assets

• Measurement of Expected Credit Loss (ECL) or 
reassessment of estimation of recoverability of 
deferred tax

• Loan repayment moratorium by financial institution 
to its borrowers 
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• CSR contribution post year end

• Accounting of employer’s share of employee 
provident fund by the government

• Presentation of financial statements.

(Source: ICAI COVID-19 FAQS on Ind AS issued in 
May 2020)

Guidance on going concern 
assessment during COVID-19
Recently, the International Accounting and Auditing 
Standards Board (IAASB) and ICAI have issued 
guidance on going concern assessment amid 
COVID-19.

The key areas covered by the guidance relates 
to management consideration for going concern 
assessment including change in assessment 
from previous periods to COVID-19 situation and 
significant delay in approval of financial statements, 
related disclosures and impact on auditor’s report. 

For a detailed read, please refer to KPMG in 
India’s First Notes on ‘Guidance on going concern 
assessment amid COVID-19’ dated 21 May 2020.

(Source: ICAI publication ‘Going concern – Key 
considerations for auditors amid COVID-19’ issued 
in May 2020 and IAASB publication ‘Going Concern 
in the Current Evolving Environment – Audit 
Considerations for the impact of COVID-19 issued in 
April 2020)

RBI extends timeline for submission 
of regulatory returns
The Reserve Bank of India (RBI) through a 
notification dated 29 April 2020 extended the 
timeline for submission of various regulatory 
returns by scheduled commercial banks (including 
regional rural banks and small finance banks), 
payments banks, local area banks, All India Financial 
Institutions (AIFIs) and co-operative banks, in view of 
the disruptions on account of COVID-19 pandemic. 

Accordingly, all regulatory returns required to 
be submitted by the mentioned entities to the 
Department of Regulation of RBI up to 30 June 2020 
can be submitted with a delay of 30 days from the 
due date.

The timeline has not been extended for submission 
of statutory returns prescribed under the Banking 
Regulation Act 1949, RBI Act 1934 or any other Act 
(for instance, returns related to cash reserve ratio/
statutory reserve ratio).

(Source: RBI notification no. RBI/2019-20/228 dated 
29 April 2020)
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Reporting relating to GAAR and GST in tax 
audit report deferred till 31 March 2021
On 24 April 2020, the Central Board of Direct Taxes 
(CBDT) through its circular has deferred the reporting 
under clause 30C (disclosure regarding General Anti-
Avoidance Rules (GAAR)) and clause 44 (break-up of 
total expenditure between Goods and Services Tax 
(GST) registered vendors and unregistered vendors) of 
the Tax Audit Report till 31 March 2021. The decision 
has been made in view of the difficulties being faced in 
implementation of the reporting requirements due to the 
pandemic.

(Source: CBDT circular no. 10/2020 dated 24 April 2020)

Extension of last date of filing Form NFRA-2 
An auditor of a company and a body corporate covered 
under the National Financial Reporting Authority (NFRA) 
Rules, 2018 is required to furnish an annual return (in 
Form NFRA-2) with the NFRA.

MCA through a circular dated 30 April 2020 provided that 
the due date of filing Form NFRA-2 for the financial year 
2018-19 will be 210 days from the date of deployment 
of the form on the website of NFRA. The form has been 
deployed on 9 December 2019 on the NFRA website.

(Source: MCA general circular no. 19/2020 dated 30 April 
2020)

IASB issued package of narrow-scope 
amendments to IFRS
The International Accounting Standard Board (IASB) 
on 14 May 2020 has issued certain amendments to 
IFRS standards. The package of amendments includes 
narrow-scope amendments to three standards as well 
as the board’s annual improvements, which are changes 
that clarify the wording or correct minor consequences, 
oversights or conflicts between requirements in the 
standards. 

The amendments are as follows:

All amendments are effective from 1 January 2022.

(Source: IASB’s announcement dated 14 May 2020)

Standard Amendment

IFRS 3, Business  
Combinations

The amendments updated IFRS 3 by replacing a reference to an old version of the 
IASB’s Conceptual Framework for Financial Reporting with a reference to the latest 
version, which was issued in March 2018. 

IAS 16, Property, Plant 
and Equipment

The amendment prohibits a company from deducting from the cost of property, plant 
and equipment amounts received from selling items produced while the company 
is preparing the asset for its intended use. Instead, a company would be required to 
recognise such sales proceeds and related cost in profit or loss.

IAS 37, Provisions, 
Contingent Liabilities 
and Contingent Assets

The amendment specifies which costs a company includes when assessing whether a 
contract will be loss-making.

Annual improvements 

Minor amendments have been made to IFRS 1, First-time Adoption of International 
Financial Reporting Standards, IFRS 9, Financial Instruments, IAS 41, Agriculture 
and the illustrative examples accompanying IFRS 16, Leases as part of annual 
improvements.
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IASB proposes deferral of effective date of 
amendments to IAS 1
Background

On 23 January 2020, the IASB issued narrow-scope 
amendments to International Accounting Standard (IAS) 
1, Presentation of Financial Statements to clarify how 
to classify debt and other liabilities as current or non-
current. The amendments aim to promote consistency 
in applying the requirements by helping companies 
determine whether, in the statement of financial position, 
debt and other liabilities with an uncertain settlement 
date should be classified as current (due or potentially 
due to be settled within one year) or non-current.

The amendments were to apply retrospectively for annual 
reporting periods beginning on or after 1 January 2022, 
with earlier application permitted.

New development

Recently, IASB through an exposure draft proposed 
to defer the effective date of amendments to IAS 1 to 
annual reporting periods beginning on or after 1 January 
2023. Earlier application of the amendments will continue 
to be permitted. 

Comments on the proposal have been invited up to 3 
June 2020. 

(Source: Exposure draft - ED/2020/3 on ‘Classification of 
Liabilities as Current or Non-current - Deferral of Effective 
Date’ issued by IASB in the month of May 2020)

IASB issued amendment to IFRS 16 relating 
to rent concessions during COVID-19
On 28 May 2020, IASB issued an amendment to IFRS 
16, Leases to make it easier for lessees to account for 
COVID-19 related rent concessions such as rent holidays 
and temporary rent reductions. The amendment permits 
lessees, as a practical expedient, not to assess whether 
rent concessions that occur as a direct consequence of 
the COVID-19 pandemic and meet specified conditions 
are lease modifications and, instead, to account for those 
rent concessions as if they were not lease modifications. 
The amendment applies to COVID-19 related rent 
concessions that reduce lease payments due on or 
before 30 June 2021. The amendment does not affect 
lessors.

The amendment is effective for annual reporting periods 
beginning on or after 1 June 2020. Earlier application 
is permitted, including in financial statements not 
authorised for issue at 28 May 2020.

(Source: IASB’s announcement dated 28 May 2020)

IFRIC update - Multiple tax consequences of 
recovering an asset 
In May 2020, the IFRS Interpretations Committee (IFRIC) 
issued an agenda decision addressing the accounting for 
deferred tax in a scenario in which the recovery of the 
carrying amount of an asset gives rise to multiple tax 
consequences. 

The committee discussed a scenario in which an entity 
acquires a license (intangible asset) as part of a business 
combination. Under the income tax law, no deduction 
is available on use of the licence for the purposes of 
the corporate tax, but the full amount paid is deductible 
when it expires for the purposes of the capital gains tax. 
The tax loss under the capital gains tax cannot offset 
taxable gains under the corporate tax. 

In the agenda decision, the committee noted that the 
recovery of the asset’s carrying amount gives rise to two 
distinct tax consequences - it results in taxable economic 
benefits from use and a capital gains deduction on 
expiry that cannot be offset in determining taxable profit. 
Therefore, an entity reflects separately these two distinct 
tax consequences and identifies two separate temporary 
differences by comparing the following:

• The portion of the asset’s carrying amount that will be 
recovered under one tax regime 

• The tax deductions the entity will receive under that 
same tax regime (which are reflected in the asset’s tax 
base).

The entity applies the recognition and measurement 
requirements of IAS 12, Income Taxes to the identified 
temporary differences. 

(Source: IFRIC update April 2020 - Multiple Tax 
Consequences of Recovering an Asset (IAS 12, Income 
Taxes) - Agenda Paper 2)
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KPMG in India’s IFRS institute

Visit KPMG in India’s IFRS institute - a web-based platform, which seeks to act as a wide-
ranging site for information and updates on IFRS implementation in India.

The website provides information and resources to help board and audit committee 
members, executives, management, stakeholders and government representatives gain 
insight and access to thought leadership publications that are based on the evolving global 
financial reporting framework.

AGMs through VC or OAVM facility and other regulatory 
relaxations

28 May 2020 

Currently, Section 96 of the Companies Act, 2013 (2013 
Act) requires every company (other than a one-person 
company) to hold an Annual General Meeting (AGM) 
within a period of six months from the end of Financial 
Year (FY) and not later than 15 months from the date 
of last AGM. On the other hand, Securities Exchange 
Board of India (SEBI) (Listing Obligations and Disclosure 
Requirements) Regulation, 2015 requires top 100 listed 
companies to hold their AGMs within a period of five 
months from the date of closing of the FY.

In view of COVID-19 pandemic recently, the Ministry 
of Corporate fairs (MCA) and SEBI have provided various relaxations and 
clarifications for conducting AGM and Extraordinary General Meeting (EGM) .

This issue of First Notes provides a summary of key relaxations issued by MCA 
and SEBI. 

First Notes

The information contained herein is of a general nature and is not intended to address the circumstances of any 
particular individual or entity. Although we endeavour to provide accurate and timely information, there can be 
no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate 
in the future. No one should act on such information without appropriate professional advice after a thorough 
examination of the particular situation.

© 2020 KPMG, an Indian Registered Partnership and a member firm of the KPMG network of independent 
member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights 
reserved.

The KPMG name and logo are registered trademarks or trademarks of KPMG International. 

This document is meant for e-communications only. (003_NEWS0520_RU)

Introducing  

‘Ask a question’ 
write to us at  
aaupdate@kpmg.com 

Follow us on: 
home.kpmg/in/socialmedia

Previous editions are available to 
download from:  
home.kpmg/in 

Feedback/queries can be sent to  
aaupdate@kpmg.com

Voices on Reporting (VOR) 
KPMG in India is pleased to present Voices on Reporting (VOR) - a 
series of knowledge sharing calls to discuss current and emerging 
issues relating to financial reporting.

On 24 April 2020, KPMG in India released its VOR – annual update 
publication for the year ended 31 March 2020. The publication provides a 
summary of key updates from the Securities and Exchange Board of India, 
the Ministry of Corporate Affairs, the Institute of Chartered Accountants of 
India, the Reserve Bank of India and the Ministry of Law and Justice.

To access the publication, please click here.
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