Central Depository Services (India) Limited

Convenient # Dependable <« Secure
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CDSL/A,I&C/DP/POLCY/2023/276 May 04, 2023

SUBMISSION OF NET WORTH CERTIFICATE & AUDITED FINANCIAL
STATEMENTS

In terms of CDSL Bye-law no. 5.3.5.1 and Operating Instruction 17.1, every depository participant
(DP) is required to submit net worth certificate to CDSL every year in the manner prescribed in the
Operating Instructions, duly certified by the Statutory Auditors or Practicing Chartered Accountant
based on the annual audited accounts, within six months from the last date of its financial year.
Further, in terms of Bye-law no. 16.2.1, every DP is required to furnish a copy of the Audited
Financial Statements (AFS) and Auditor's Report not later than six months after the end of the
DP’s financial year. Accordingly, all DPs with financial year ending on 31t March 2023 should

submit net worth certificate along with AFS on or before 30t September 2023.

The DPs, seeking extension from Registrar of Companies for holding Annual General Meeting for
approval of their annual accounts, are required to submit the copy of approval received from

Registrar of Companies to CDSL.

The Stock Broker / NBFC / RTA DPs should submit to CDSL the net worth computed in the
manner specified in annexure 17.1 (Copy enclosed) of the DP operating instructions (Copy
enclosed). Please note that the net worth certificate should be certified by the Statutory Auditors or
Practicing Chartered Accountant. In case the DP belongs to the category other than those
mentioned above, the statement of net worth computed in the manner prescribed by the

concerned regulatory authority of that entity should be submitted.

In the past, we have observed some common deficiencies in net worth certificates/AFS submitted
by Stock Broker/ NBFC / RTA Depository participants. DPs are advised to avoid the following

deficiencies while submitting the net worth certificate and AFS.

e Net worth certificate is not as per the format prescribed under Operating Instruction 17.1.
¢ Net worth certificate is not submitted in original in case of physical copies being forwarded
e Net worth certificate submitted is based on provisional financial statements instead of
audited financial statements.

e Incomplete submission of AFS. The following documents should be part of AFS:

a. Auditor’s report

b. Annexure to the Auditor’s reports (CARO)
c. Schedules to financial statements
d

Accounting Policies & Notes to Accounts
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e The copy of AFS is not attested by the Director of the Company/ statutory auditors.

o Deferred tax asset, Computer software etc. are not deducted as intangible assets for net
worth computation.

e Statutory Contingent Liabilities are not deducted or partially deducted (50% to be
deducted) for net worth computation.

o |If preference shares form part of the ‘Share Capital’, type of preference shares and the
date of redemption is not specified. In case of redemption of preference shares fully during
the financial year succeeding 315t March 2023, the same should not be considered for net
worth computation. However, in case of partial redemption, the remaining portion of
Preference shares which is not being redeemed only can be considered for net worth
computation.

e Bifurcation of computer hardware and software is not provided under the schedule of fixed
assets.

e Nature and value of security against which the loan is secured is not provided under the
balance sheet/ schedules to the balance sheet.

e Related party disclosure is not given under notes to accounts. The Receivables from
Group companies, Investment in Group companies/ associated company, Receivables
from Directors, Loans & advances to Group companies/Directors of the company etc.
should be included and considered for deductions. For such receivables, the full amount is
not deducted for computation of net worth portion.

e In case of related party transactions disclosure made by the auditors, the outstanding
balance as on 31st March is not mentioned in the financial report.

e Bifurcation of sundry debtors into more than and less than six months is not given under
the schedule of current assets.

e 50% of statutory contingent liability is not deducted from the net worth. The statutory
contingent liability includes liability pertaining to GST, income tax, other statutory dues etc.
which is under dispute.

e The following items though not required to be deducted, are deducted for net worth
computation:

a. Deposits with the exchanges

b. Bank Guarantee
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Clarifications on certain items in the net worth certificate is given below:

Sr. Particulars of net worth Clarifications

No. computation.

1 Paid-up Capital + Free Reserves — | a) If the preference share capital is redeemable by
Share Application Money (Total end of the next financial year, it should be deducted
Reserves less Revaluation from the net worth, unless the sufficient Capital
Reserves and Specified Reserves) | Redemption reserve is created for redemption

purpose.

b) If the redeemable preference shares are part of
the paid-up capital, the auditors should specifically
provide the terms of redemptions e.g. Date of
redemption, amount of redemption, no. of shares
redeemable etc.

c) Capital reserve, revaluation reserve, statutory
reserve or any other specific reserve should not be
considered as free reserve.

2 Receivable from / Investments in / a) Group companies include partnership firm,
Loans and advances to group affiliates, associates, related entities including
Companies directors and their relatives.

b) Investments by the company (DP) as Share
application/allotment money in the group
companies should be deducted.

Further, the Stock broker DPs are advised to refer SEBI notification dated 23 February 2022,

(Copy enclosed) and ensure compliance with the net worth requirement specified as under:

“Provided that the stock broker shall have a net worth of rupees three crores {within one year of
the date of notification of the Securities and Exchange Board of India (Depositories and
Participants) (Amendment) Regulations, 2022}, which shall be increased to rupees five crores
{within two years of the date of natification of the Securities and Exchange Board of India

(Depositories and Participants) (Amendment) Regulations, 2022}.”

Please note that the due date for submission of Net worth certificate and Audited Financial

Statements for the financial year ended 31st March 2023 is 30t September 2023.

DPs who are having net worth below ¥5 crore as on 315t March 2023 are required to
increase their net worth and submit to CDSL, the net worth certificate indicating net worth
above %5 crore along with the audited financial statements as on any date after 315t March
2023 and on or before 24" February 2024.
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DPs are requested to submit the Scanned / digitally signed copies of Net worth certificate and AFS

as of 31st March 2023 through email on NWAFS@cdslindia.com

Queries, if any, regarding this communiqué may be addressed to CDSL-Audit on (022) 2305
8520/ 2305 8519/ 2305 8679 / 2305 8678 / 2305 8515.

sd/-

Ajit Prabhu
Sr. Manager — Audit, Inspection & Compliance
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Certificate from Statutory Auditors

This is to certify that the net worth of (DP_Name) as on (Date/Month/Year) as per the statement of

computation of even date annexed to this report is Rupees

only.
It is further certified that the computation of net worth based on my / our scrutiny of the audited
books of accounts, records and documents is true and correct to the best of my/our knowledge

and as per information provided to my/our satisfaction.

Place:

Date:

for (Name of Auditor's Firm)
Name of Partner
Chartered Accountant

Membership Number

Note: This certificate shall be given on the letterhead of the Statutory Auditors or Practicing

Chartered Accountant.
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FORMAT OF COMPUTATION OF NET WORTH

Sr. No

Particulars

Current
Year
(Rs.)

Previou
s Year
(Rs.)

Paid-up Capital + Free Reserves — Share Application
Money (Total Reserves less Revaluation Reserves and
Specified Reserves)

Less:

Accumulated Losses

Receivable (more than 6 months old)

Receivable from Group Companies

Intangible Assets

Preliminary and Pre-operative expenses not written off

Loan in excess of value of Pledged Securities

Loan in excess of value of Pledged Assets

Investment in Group Companies

Loans and advances to group Companies

ol|l—|T|IO|mm|o|O|m|>

Statutory Contingent Liabilities

Sub-Total
(A+B+C+D+E+F+G+H+1+J+K)

Available Net Worth (1-2)

Notes:

1. Details of item mentioned under Sr. No. C, F, G, H, | and J shall be provided as annexure

to the certificate.

2. In case of statutory contingent liabilities, only 50% of the liabilities shall be deducted.

3. Security-wise details of all investments (quoted as well as unquoted securities) shall be

provided as annexure to the certificate.
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TR & TSI
PUBLISHED BY AUTHORITY

€. 105] TE Rl AT, HE 23, 2022/%TR 4, 1943
No. 105] NEW DELHI, WEDNESDAY, FEBRUARY 23, 2022/PHALGUNA 4, 1943

At TR s Rffwa i
st
T, 23 FEALT, 2022

A afevf sik R 9
(PR ik wgwrfY) ("errem) e, 2022

. Hft/TATST-TAAE/STA/2022/74.—ATE, Reramme stterfaaw, 1996 it amT 25 % a1 9fod
AT gfasfa i fffws a1 srfaf@=m, 1992 # et 30 g wae it 7€ afxFt #1 T2 F2d gu
TAERT AT Syl ofiT @fFwT are (Femmme i aganl) ™Raw, 2018 F7 3iw gergs F:3 & &
Referfaa e aemar g, steria:-

1. == afFaet &1 adT gt o BT a (Feaamme =i agarh) (Gerge) &,
2022 gl ST FHT |

2. I TAfF=\ TS | T TR T AT T AW BT |
3. AT wfayh i fAfFwT ar (Femmme i aganh) &g, 2018 4-
| fafe=w 35 ¥, @ (F) #, 3u-g< (viil) #, T2, AL ST q1a< Tga! & eI 97 FAefofed wgs o

1275 G1,2022 1)
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T3 I ToF Tei® 1o (T2t JrhY) it [E-ATeTd (qea) a9 F20e w07 At gRIT [ sfagfa
e AR T (Remmme o agant) (Fengs) AR, 2022 % ategla g & ade & s
F9 % a7, R agra 9= F0E FIT FAT g [AhT Tiasfa siv f@fRas 9 (Reomme s
qgATT) (Ferrer) e, 2022 F sfegt=a g &t arie & &1 aut F Jiae]:

T AE WY & A gfafa siw AfFwT 9 (=i @) @R, 1992 F aga 1 g8 98-
AT (Aea) Tl sTUeTd O e aTaT T-THTLeA qaed (Heh-Fe AT §367) off Heamme
agarl (Ratfed oifEfEne) F =1 § owdsa (Teee) M & o am grm 1

ISTT AT, e
[FAr=Tae-111/4/3191./660/2021-22]

9T feoqur
AT wagfa &ir GFfFar & (Feaamme s agarh) &fF=w, 2018, & @&/t u.3.-
T A/ST.T./2018/40, 3 S<HaT, 2018 T WA & TSI H THAT T I |

AR Fiaqa =Y AT arE (Feomme sz gganh) BfHEaw, 2018 daorsr -

1.

.

.

ST,

4 7 2019 T AT Sfadfa sfiT fAfFw a1 (Femmme siw aganh) (Ferree) e, 2019,
. AU, U ST -UA LA/, 0./2019/20, 5T

21 ®Zait, 2020 F AT FTaid 3T AAHT are (e & agan) (Seng) &,
2020, §. /T, TS -U 3.3 /S(1.0./2020/04, 51T

17 &9, 2020 FT AT Tfasifa e Bfams o (Wgered deatw) (Faree) & =, 2020,
T, /U, U ET.-UAsA/SuA/2020/10, 51T

5 7%, 2021 T AT Fiaia i AfFwT a1 (B 7 A S SEar F7 71e9) (Here)
fafew, 2021, &. Fft/mauSt-uasmeen/sua/2021/23, 5T

3 3mTEd, 2021 &1 AT Tl =iw A ae (Tgeredt deatF) (") &fFaw, 2021,
. g 1/TATS-UTeN/SHue/2021/30, gT=T

13 oRTEd, 2021 & IR Fiaqia oiw BfaaT a (Feamme =iw agarh) (F@eree) [,
2021, §. /U TS -U A 3A/SAT.09./2021/43, 51T

26 FaY, 2021 F ARG Tagia i FfFaT a (e e aganft) (FEer gere)
At 2021, 7. T/ U .U L3S U./2021/53, 3T

31 fRmway, 2021 & AT g i @y @ (Fiee yag%) &@fFaw, 2021, 4.
/U T E U AL/ UA./2021-61, ZRT

TeTTTerd gu o |
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SECURITIES AND EXCHANGE BOARD OF INDIA
NOTIFICATION
Mumbai, the 23" February, 2022

Securities and Exchange Board of India (Depositories and Participations)
(Amendment) Regulations, 2022

No. SEBI/LAD-NRO/GN/2022/74.—In exercise of the powers conferred by Section 30 of the
Securities and Exchange Board of India Act, 1992 read with Section 25 of the Depositories Act, 1996, the
Board hereby makes the following Regulations to further amend the Securities and Exchange Board of
India (Depositories and Participants) Regulations, 2018 namely:—

1. These Regulations may be called the Securities and Exchange Board of India (Depositories and
Participants) (Amendment) Regulations, 2022.

2. They shall come into force on the date of their publication in the Official Gazette.
3. Inthe Securities and Exchange Board of India (Depositories and Participants) Regulations, 2018-

I. in regulation 35, in clause (a), in sub-clause (viii), the first, second and third provisos shall be
substituted with the following, namely, -

“Provided that the stock broker shall have a networth of rupees three crores {within one year of the
date of notification of the Securities and Exchange Board of India (Depositories and Participants)
(Amendment) Regulations, 2022}, which shall be increased to rupees five crores {within two years
of the date of notification of the Securities and Exchange Board of India (Depositories and
Participants) (Amendment) Regulations, 2022}:

Provided further that a self-clearing member fulfilling the networth requirements as provided under
the Securities and Exchange Board of India (Stock Brokers) Regulations, 1992 shall also be
eligible to register as a depository participant.”

AJAY TYAGI, Chairman
[ADVT./I11/4/Exty./660/2021-22]

Footnote:

1. The Securities and Exchange Board of India (Depositories and Participants) Regulations, 2018
were published in the Gazette of India on October 3, 2018 vide No. No. SEBI/LAD-
NRO/GN/2018/40.

2. The Securities and Exchange Board of India (Depositories and Participants) Regulations, 2018
were subsequently amended—

a. June 4, 2019, by The Securities and Exchange Board of India (Depositories and
Participants) (Amendment) Regulations, 2019, vide No. SEBI/LAD-NRO/GN/2019/20.

b. February 21, 2020, by the Securities and Exchange Board of India (Depositories and
Participants) (Amendment) Regulations, 2020, vide No. SEBI/LAD-NRO/GN/2020/04.

c. April 17, 2020, by the Securities and Exchange Board of India (Regulatory Sandbox)
(Amendment) Regulations, 2020, vide No. SEBI/LAD-NRO/GN/2020/10.
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d. May 05, 2021, by the Securities and Exchange Board of India (Payment of Fees and Mode
of Payment) (Amendment) Regulations 2021, vide No. SEBI/LAD-NRO/GN/2021/23.

e. August 03, 2021, by the Securities and Exchange Board of India (Regulatory Sandbox)
(Amendment) Regulations, 2021, vide No. SEBI/LAD-NRO/GN/2021/30.

f.  August 13, 2021 by the Securities and Exchange Board of India (Depositories and
Participants) (Amendment) Regulations, 2021, vide No. SEBI/LAD-NRO/GN/2021/43.

g. October 26, 2021, by the Securities and Exchange Board of India (Depositories and
Participants) (Second Amendment) Regulations, 2021, vide No. SEBI/LAD-
NRO/GN/2021/53.

h. December 31, 2021, by the Securities and Exchange Board of India (Vault Managers)
Regulations, 2021, vide No. SEBI/LAD-NRO/GN/2021/61.
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