


ICAl issues guidance to auditors
on funding disclosure norms
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ulitors st ensyre that
awndited financial state-
ments of companies
complywith the governmont's
new  mvesiment reporting
reuirements both i letker and
spinit, the Instibsteof Chartered
Accourntantsol Trsdia (1CAD said
on Tuesday. The reporting
regquirements prescribedinthe
Commparnies (it and Anditons)
Amendment Rules, 20820, are
applicable for audits, starting
20¥2-22 According tothe neles,
both the managenwent and audi-
tors st subomit acdditonal dis-
closures innotes o accounts o
infuse greater lrapsparency in
Herar aof funeds between entitics
aned the purpose of the fumnds.
Companies have to disclose
dhetaks of trmsactions on loan,
advancesor investments made
in an intermediary for further
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The rules are applficable for
audits starteng 2021-22.  sreew

le iy, o investingr directivor

According to the puidance
note, the disclosures should
melhude the date and amount
achanced, kimed orinvested in
mtermediaries with details of
cachintermediary, Besides, the
mvesting-lending  company
marst also dieclare that prow-
sions of the Foreign Exchamge
Management Act (FEMA) and

Cormpanies Act b been come
phiexcd with for the deals and do
not breach the Prevention of
Money Laundering Act (PVLAL
“These rubes hove cast oner
onis respesibality on andifors as
soope of reportingrunder FEMA
ancl PMEA ruless is very wide.
The manamement as well asthe
board of directors will have o
carcfully evalnate all transae-
tions, including lending or
investing in another entity or
person todetermine the rature
ancl purpose of such fanding,
which should be very clearly
evidenced and docomented
whileapprovingsuch funding,”
said Jaspreet Singh Bedi, part
ner, Nanga & Co, LLP, a con-
suftancy. These amendmenis
uire simificant additional
n:qr.lt;:luwms in the statutory
financial statements of finms
andenhanoe reporting respon-
sihilitiesof the muditors, as well
as the and board
of chireciomsolthe firm, suid Beds.



Reporl:mg norms put onus on auditors

Raw Delhl, 36 M:Irll

Aunditors should seek direct
confirmation an ‘bormowesd
fonds' from all endities
immlved In transsctions,
imcladhng the ditimate benef-
ciary, to ensure comgpliance
with nnii-money lnndening
lvws misd foreipn exchange
niles under new reporting
requirements for imms

In case these entities do
not coofirm, the auditor moy
seek extermnal confirmatian
wheere the third party provides

evidence for the particular
matter or amount, accarding
to the new milebook by the
Instikais of Chartered
Accountunts of Indin (FCAT)L
Even n high fevel of profies-
simnal spepticism may be con-
gidered az altermative sudit
procedures, by exomining the
end-mse cerithicate cbimined by
the manapement for amouants
funded to determine any such
funding foromwmnd lending or
iewesting on behalf of the com-
pary, said the country’s larsest
professions| ncooumting bosy.
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b Ausdifors o certify that trnsactions

are not violative of PMLAFEMA ules,
acoording fo 1Al guidelines
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Repﬂrtmg norms puts onus on auditors

AL relered] comprehensive
puidelmes for suditors this
werk om they prepare a finan-
cial sistement and oudik
repart for the Anancial year
(20123-22) vl Miarch 3L

The pudelines are in fine
with mew reporting norms
notified by the Minstry of
Corporate Affairs in 2001,
muandating siznificant addi-
tionmal disclosures in the
statutory  FAnancial  state-
me=nis of comiparnies.

Under new meporting
norms, the company has Lo
disclose complinnce with
requirements of the Faseszn
Exchanse Management Act
(FEMAL 1003 and the
Companies Aci, 2003 for
transactions, and report thnt
the transsctone are not viola-
tive of the Prevention of
Money Loundenng  Act
(PMLAL 2D02

The move B intended o
curb growing insiances of

—
borrowing funds/loans being
misused nnd laundered.

Beseles, the puidelines
clarified that when pass-
throuzh transactions ane 1n
writing, the reporting in
respect of soch transactions
muay e straightforsand.

It is important for the
suditor to understanel the
purpeee -of funding the other
party if the end-ose is not
specified in the azreement for
such funding. This would
emable the sulitor 1o under-
stanad if the funding to the
other party is on a pass-
throogh basisto und another

party, i noted.
1 -

praviding approprnte gusd-
ance o memhers, 50 that the
requirememnis of these mbles
{new reporiing requirement)
can be fulfilled in letter and
spririt. They forther specify
vanos scenaroy for better

understanding of miemmbers
and enmble them to deal with
the proctical situations which
may be foced by them while
reporting under the new
repimie,” sxid DCAT President
Dicbashes Milra, 5o the latest
pride.

while scheduale 114
chances will reguine wide-
ranging  disclosuares,  the
umendments to gudit report
roles amd accounts requine
new - disclosures; comou-
Anged lending ar imvestomsent,
wiere outhound or inbound
loans, advances and invest-
ments pre iniended to be
routed throough a condont
entity, masking the idenhity
of the ultimate benefician:
compiiance with respect to
paymend of dividend.

Purther, disclosurs
requiremenis are also pre-
scribsed for companies that
recenve fiumds in the capacity
of infermiediones.



