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Legal requirements

Various changes have been brought into by this framework. Certain compliance requirements
have been liberalized, where approval requirements have been done away with; at the same
time consequence of delayed reporting has been made more stringent. With these changes,
the new framework also made following important amendments in respect of (Annual
performance report) APR filing which are still unperceived.

Explanation (a) to para 10 sub-para (4) of the Foreign Exchange Management (Overseas
Investment) Regulations, 2022 provides that

The APR shall be based on the audited financial statements of the foreign entity:

Provided that where the person resident in India does not have control in the foreign
entity and the laws of the host country or host jurisdiction, as the case may be, do not
provide for mandatory auditing of the books of accounts, the APR may be submitted
based on unaudited financial statements certified as such by the statutory auditor of the
Indian entity or by a chartered accountant where the statutory audit is not applicable;

Provided that no such reporting shall be required where –

i. a person resident in India is holding less than 10 per cent. of the equity capital
without control in the foreign entity and there is no other financial commitment
other than by way of equity capital; or

ii. a foreign entity is under liquidation.

The Reserve Bank of India (RBI) has notified the new overseas investment framework on
August 22, 2022. New framework has resulted into issuance of the fresh rules, regulations and
directions which will supersede the earlier requirements.

Summary of requirements

• In respect of a foreign entity (other than India entity) i.e. having control and equity
holding 10% or more, the financial statements of such entity are mandatorily required
to be audited for APR filing (unlike earlier where management authorised financials
were accepted by bankers).

• There is no exemption available if the foreign entity is owned 10% or more by Indian
parent company even if there is no statutory requirement in the foreign country to
get audited the financial statements of foreign entity.



KNAV International Limited is a global association of independent firms. Its key
objective is to serve accounting and consulting member forms with an internationally
recognized presence as a charter international umbrella organization experienced in all
phases to offer a complete suite of public accounting services which includes set up,
accounting, assurance, taxation, international transfer pricing, global risk consulting, and
business advisory services. It also aims to facilitate seamless business growth through
mergers and acquisitions. In assurance services, it offers attest (audit under various
country GAAS and certification services) and accounting advisory (US GAAP, IFRS,
Indian GAAP, IND As, various country GAAP & accounting opinions). Under Tax &
regulatory services, it provides domestic & international, direct & indirect tax advisory;
compliance and outsourcing (including payroll, accounting & secretarial); transfer pricing
(including documentation study and country by country reporting, global search,
accountant’s report); and inbound & outbound. Further to that, KNAV offers specialist
advisory services for transaction support (due diligence & valuations), lead advisory,
strategic advisory & fiduciary services. KNAV also provide risk advisory services, which
encompasses internal audits & management assurance; assessment of internal financial
controls (IFCs/IFCR in India, SoX, SOC); enterprise-wide risk management; forensic &
investigative services; primary and secondary research services and human resource
advisory (including recruitments).

KNAV refers to one or more member firms of KNAV International Limited, which itself is a not- for- profit, non- practicing, non- trading corporation
incorporated in Georgia, USA. KNAV international limited is a charter umbrella organization (‘The Charter Association’) that does not provide services
to clients. Each firm within KNAV's association of member forms, is a legally separate and independent entity. Services of audit, tax, valuation, risk, and
business advisory are delivered by KNAV's independent member firms in their respective global jurisdictions. All member firms of Charter Association
in India, North America and the United Kingdom are a part of US$ 2.01 billion, US headquartered Allinial Global, which is an accounting firm
association that provides a broad array of resources and support for its member firms across the globe.
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