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Preface

It gives me immense pleasure to presenti the Eight Edition of CA. Final
Financial Reporting. This edition has updated syllabus which is applicable
from May / Nov 2025 & 2026 Exam & onwards.

This book has everything which a student requires to understand & remember.
Efforts have been made to keep the book in simplest form to understand
without compromising on the coverage.

Students need to understand the concepts and logical reasoning of the Chapter.
Also, students should practice as many illustrations as possible. |

‘The More you Practice, the Better you Become.

For all revisions, updates and notes, siudents are requested to join the
Telegram Channel & Youtube Channel:

Telegram Channel (@aakashkandoi FR)

Youtube Channel Name: CA Aakash Kandoi

Every effort has been made to avoid any errors and omissions in this book.
Despite all the effort we believe some errors might have crept in. The students
are welcome to point out any errors/suggestions.

Best wishes,

- Aakash Kandoi
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_APPLICABILITY & IMPLEMENTATION OF IND AS

FOR COMPANIES )5
OTHER THAN BANKS, NBECs & INSURANCE COMPANIES
i |
Voluntary Basis T Mandatory Basis |

; 1 From 1st April, 2026 |-~ | From 1st April, 2017 § =
a) Al listed/Unlisted | | @) All Listed Companies
Companies having Net |~ "1 by Unlisted Companies having

| Worth > 500 cr. <V Net Worth > 250 er
ENOT,E' R L L

) Nef: worth in case of companies shall be checked from 31.03.14 & theveafter.

(C‘o meeting specified threshold for fivst time at end of any accounting year shall appfg IND

. _-AS from inmumediate next accounting year with comparatives)

U any Co. does not meet applicability cvitevia as on cut-off date (51.05.14), they will have -

to veassess IND AS applicability criteria at each balance sheet date)

D) IND AS once applicable. atways applicable.

). iAn entity coverved under IND-AS as per above will make its Pavent, Subsidiary, Associate &

Jomv’: Venture also covered under IND AS

) 1Apphcats.on_of_ ind A3 is for both standalone as well as consolidaied financial statements.
V) UF Pavent, Subsidiary, Associate & Joint Ventuve is Bank/Insurance/NBFC, then IND AS to

isuch _companfes is _applicable from their respective date (i Dates Applicable to

Banks/ Insurance/NBFCS)

iy Compames fisted on SME exchange not reqwred to a;a,m‘g IND AS

_ vu)Compamitves shall_also be presented as per IND AS (Eg: A Co. adopted Ind AS- from 1st




pr! 20X for X4-X3. Henee it will be mqwmd 0 prepare. fts {‘H/Si: nd AS FS For X4- =XS

wath compamtrves qeas«' X5-X4, and date of transition to ind AS will be a5t prl XE’;)

FOR BANKING COMPANIES, INSURANCE COMPANIES & NBFCs

- ]
BANKING INSURANCE NBECs
COMPANIES COMPANIES 4
Phase | Phase |l
Deferved the _ Deferved the From 1st April, 2018 From 1st April, 2019
implementation implementation
until further until further ~ -
notice notice &) Al listed/Unlisted a) Alf Listed NBFCs
' NBFCs having Net by Unlisted NBFCs
Worth » 500 cr. having Net Wovth >
w 250 er

NOTE

___D Net worth in case of NBFCs shall be checked from 31.03.1.6 & theveafter.

iy Urba.n_ C_o_ogvemtwe _ba_nks\_( UCI35)_.ﬂFf‘-d. Regtqm_af Rura f_ baaks (RRBs) are. .not..r%wwd to apply .

Ind AS.

%) :?_Ho_f_dfng, Subsidiary, JV and Associate companies of above Banks, Insurance, NBFC other

.._édm‘:e

) é(’ompamtrves shall also be presentsa{ as per IND AS.

\ _.éﬁv__gfnd AS Roadmap for Mutual Funds

SEBI vide a notification issued, FS of MF schewes will be prepaved in accordance with Ind

CAS. And also issued certain guidelines with respect to ind AS for MFs.

The cireular also provides _specific formais of FS for ME schewmes under Ind A3, The

 irequivements of the cireular will become applicable from t Aprzs.




@ Net Worth = Paid up Shave Capital + Al _Reserves created out of profils + Secuvities
Premium —~ Accumulated. losses — Deferved Expenditure — Miscellaneous. expenditure. not

‘written off

BUT Net worth DOES NOT include resevves cveated out of vevaluation of assets, write back




e ;Sch & Div Il - IND AS BASED FINANCIAL STATEMENTS

PART | ~BALANCE SHEET

Pavticulars

Mote
No.

Figures as at
the end of
curvent

reporting period

Figures as at
the end of the
previous
reporting
period

4

ASSETS

(%)

NON — CURRENT ASSETS

a) Property, Plant and Equipment
b) Capital work-in-progress
£) Investiment Property
d) Goodwill
€} Other Intangible assets
Ay intangible assets under development
g) Biological Assets other than bearer plants
W) Financial Assets
) investments
i) Trade receivables
ii) Loans
) Deferved tax assets (net)

It

J) Other non-curvent assets

(2)

Current assets

a) inventories
b) Financial Assets
i} bwestments
ify Trade receivables
{ify Cash and cash equivalents
i) Bank balances other than (ifi) above
v) Loans o
vi) Others (to be specified)
&) Curvant Tax Asssts (Net)

d) Other cuvrent assets

Rt T F P 1L S HENOTYY NI B - EX OO i ey

i s bt



TOTAL ASSETE

EQUITY & LIABILITIES
EQUITY

a) Equity Sharve capital
by Other Equity
LIABILITIES

(1) | Non-current liabilities

a) Financial Liabilities
) Borrowings
i) Trade Pagables
(A} total outstanding dues of micro
enterprises and small enterprises; and
(B) total outstanding dues of creditors
other than micro enterprises '
iii) Other financial liabilities (other than those
specified in ftem (b), to be specified)
b Provisions .
¢) Deferved tax liabilities (Net)
d) Other non-curvent liabilities

(2) | Curvent liabilities .

a) Financial Liabilities
i) Bovrowings ' e
iif) Trade payables |

(A) total outstanding dues of micro
enterprises and small enterprises; and
(B) total outstanding dues of creditors
other than micro enterprises
iv) Other financial liabilities (other than those
specified in item (¢) e

by Other curvent liabilities

&Yy Provisions '

Ad) Curvent Tax Liabilities (Net)

TOTAL EQUITY & LIABILITIES

STATEMENT OF CHANGES IN EQUITY




: Equity Share Capital

Balance at the beginning of the
vepovting peviod

Changes in equity shave
capital during the gear

Balance at the end of the
repovting peviod

B Other Equity
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PART It ~ STATEMENT OF PROFIT AND LOS5

Particulars

Mote
No.

Figures as at
the end of

current

previous

reporting

veporting periodperiod

Figures for the

Revenue from operations

Other Income

Total thcome (I + 1)

3% EXPENSES
Cost of materials consurmed
Purchases of Stock~in-Trade
Changes in inventories of finished goods, Stock-in -
Trade and work-in-progress
Employee benefits expense
Finance costs
Depreciation and Amortization Expenses
Other expenses
Total expenses (V)
% Profit/(loss) before exceptional ftems and tax (1-1V)
VI | Exceptional ttems
| vit | Profit/ (loss) before tax(V-Vi)
VT |Tax expense:
) Cuﬁrent tax
2} Deferved tax
| 1X | Profit (Loss) for the period from continuing operations
(VI - VI
1 X Profit ( Loés) from dis-continued operations
| XU | Tax expenses of discontinued operations
Xl | Profit/(loss) from Discontinued operations (after tax)
| (X-X1)
| Xttt | Profit/{loss) for the period (1X+XIf)
XV

OTHER COMPREHENSIVE INCOME
A. "

N ttems that will not be veclassified to profit or loss

B

i
ER
3
H




=

fneomie tax velating to ftems that will not be

raclassified o profit or loss

0y ttems that will be veclassified to profit or loss
i) Income tax velating to ftems that will be reclassified
to profit or loss

XV

Total Comprehensive income for the period (XItH-XIV)
(Comprising Profit (Loss) and Other cormprehensive
hcome for the period)

| xvi

Earnings per equity share (for continuing
opevation):

(1) Basic

{(2) Diluted

XV

Earnings per equity shave (for discontinued.
operation):

(1) Basic

(2) Piluted

XV

Earning per equity  share (For discontinued &
continuing opevation)

(1) Basic

(2) Diluted




g ;()THER COMPREHENSIVE INCOME SHALL BE CLASSIFIED INTO:

A, Items that will NOT be veclassified to profit or loss:

0N _:Chqng_@_s_ in revaluation surplus; o
N3 :Reﬁmeaswemamts of the defined benefft plans; _
iy }-cgwty Instruments through Other Comprehensive income;

V) Fair vajue changes velating to own eredit visk of finaneial liabilities designated at fair value

thmugh profit o loss;

v Sham of Other Comprehensive Income in Assouafes and Joint Ventures, to_tbt_e_ex_tenﬁ_ not

o be classified into profit or loss; and

Vi) Others (specify natuve).

___:) E‘:’xchange d:FFem_m_:es_ n transiating the Fmancmf statements of a foreign operation;
) Pebt instruments through Other Comprehensive Income;

i), "i"he effective portion of gains and loss on hedging instruments in a cash flow hedge,

NN Share of other comprehensive income in. Associates and Joint Ventures, to the extent to be

“classified into profit or foss; and

W __;.Ot_he:fs_ (specify nature)

Dependmg upon the turnover of the company, the figures appearing in the- Financial

miitlions, or decimals thereof

decimals thereof,

Turnover . Rounding off 1

() less than one hundred orove fupees | To the nearvest hundreds, thousands, lakhs or]

(t) one hundred crore vupees or more To the neavest, lakhs, wiillions or crores, or

8!
|
i
1

tatements.

Once a unit of measurement s used,. it should be used uniformly in the Financial

i
3




 For this chapter, students are advised to diveetly vefer ICA} Study Material for_Concepts.

. {As this chapter covers the basic concepts of Accounting) . . .. . . .




. 1. SCOPE

P
IND AS 1

L s oG . BV
K. i

APPLIES TO 1 DOES NOT APPLY TO

Sepavate FS Consolidated ¥6 | Interim FS

UNOTE: S L . o
_c:;w?;!F NPO's (Section 8 companies) apply this Standavd, they wmay negol to__@mend_ the
“deseriptions used for particular line itews in the FS. o
@ n case of conflict between Companies Act & IND AS — Follow Companies Act

I case of Conflict between Sch lif & IND AS — Follow IND AS

2. COMPLETE SET OF FS

) {. Balance Sheet




H
H
1
H
H

- 4)

b)

B

7 et is Expected to be realised OR intended to be sold ov
consumed in Normal Operating Cycle’*; OR
Classfiy an asset as oft is Expected to be vealised in 12 wmonths after the veporting
Cuyvent only when : . : '
. period; OR
ANY of the 4 =X | o ,
" “it is Held for Trading in ovdinary course of business; OR
conditions are _
satisfied: Aol is Cash & Cash Equivalent (As pev IND AS 7) UNLESS it is
vestricted of being exchanged or used for settlement for at
. | least 12 months from veporting date
OPERATING CYCLE P
The operating cycle is the time between the acquisition of assets. For processing and their
freaf:saf:ron fn cash or cash equivalents. o
when the entity’s normal operating cycle is not cfearfy identifiable, it is assumed Lo be 12
months.
. NON-CURRENT ASSETS
All other assets shall be classified as non-curvent assets.
CURRENT LIABILITY.

. (CURRENT _ASSETS

A B/S as at the beginning of the preceding period is to be PREPARED ONLY WHEN an.
antity applies an accounting policy retrospectively OR makes a vetvospective restatement of
fteyns in its FS OR when i veclassifies fews in its FS.

An entity is not required to present the related notes to the opening balance sheet as at the.

beginning of the preceding peviod.

éBALANCE SHEET

" To be prepared as per Schedule i of Compames Act.

Liabilities, as separate classifications in its B/5.

_E.An_ entity shall present Curvent & Non-Curvent Assets, and Curvent & Non-Cuvvent




7 PR ERpected to be settled in Novmal Operating Cycle™; OR N
- Classfiy an liability olt is Due o be settled in 12 wmonths after the reporting peviod; |
as Curvent only OR . -
when ANY of the 4 “*{ {ott is Held for Trading in ordinary course of business; OR
conditions are

et DOES NOT have an unconditional right to defer settlement
satisfied:

of the liability for at least 12 months after the reporting
A Leviod

D.:NON-CURRENT LIABILITY o L e

. AH other liabilities shall be classified as non-curvent Gabilicy

':°__?_BREACH OF LONG-TERM LOAN ARRANGEMENT, (Cavve Out to [AS 1)

. 1f there is a_breach of Non-Curvent Loan Arvangement before. B/S Date & Grace period to
wrectify the breach is provided by the lendev: e
) D). CASE A: Grace Peyiod is less than 12 wonths from the end of reporting. peviod -
N . Classify the Loan as Curvent Liabilicy . _
?.._:'0.\_CASE B: Grace Peviod is more than 12 months from the end of veporting period ~
. Classify the Loan as Non-Curvent Liability

NoTE:

loan will vetain its oviginal classification (ie. it will be classified as Non-Curvent) even |
. if such extended peviod is less than 12 wmonths from the end of yeporting period. -
¥ Alse, if the lender agreed, after the reporting peviod and before the approval of the
. FS, not to demand pagraent as a consequence of the breach, then alse such loan will

- vetain its oviginal classification (i.e. it will be classified as Non~Current)

. STATEMENT OF PROFIT & LOSS _
¥ To be prepared as per Schedule Il of the Covapanies Act,

% Statement of Profit and Loss shall has 2 sections: .

... e Profit or loss for the Peviod;




“The sum of above (s “Total Comprehensive Income”

= ‘When an eniity is vequived to prepave CFS, it shall present:

ay - Paf’oﬁt or Loss for the peviod zattwbutabl'e o

5 a

=

non-controlling interests, and

owners of the paremt

_b) ‘Total Comprehensive tncome for the peviod attributable to:

L2

e

non-conirvelling interests, and

owners of the parvent.

M. STATEMENT OF CHANGES IN EQUITY

@ The statement of changes in equity shall reconcile between the opening & closing amount for

‘each component of equity, by sepavately disclosing changes resulting From:

. L

Profit or Loss;

Each item of Other Comprehensive tncome;

Effects of  vetrospective application ov vetrospective vestatement recognised in

\ accoraianca with I_nd_ AS 8;

_ .contrf_‘buf:fp,ns by and..d.t‘s_trfbutfons_ to owners; and

Any ftem recognised divectly in equity (Such as amount vecognised directly in equity

as capital veserve With tnd AS 103)

IV. STATEMENT OF CASH FLOWS

@ To be prepared in accordance with IND AS 7.

V. NOTES

' ?The

: a

529.

notes shall disclose:
Statement of compliance with ind AS;

information about the basis of preparation of FS & Significant accounting. policies

_____a,sapf:ed

__t_he .o_rde_r fn.whic_h .%0.3.".‘ statement a&r&d.each_ \_!m_e_ .t;tpe.m s pres_@.r.t.f?ed., A

Other disclosure requived by IND AS.




B GENERAL FEATURES OF FINANCIAL STATEMENTS

V. Materiality |-
et Ty Offsetting
& Aggregation §

. Accvual Basis

VI Consistenc
of Accounting ° ney

it. Going

Concern

VL. Frequency of
Reporiing

I. Presentation of |
True & Fair View
AND Compliance

with IND AS

GENERAL.
FEATURES
OF FS

1 VIN. Comparative
Information

I PRESENTATION OF TRUE & FAIR VIEW AND COMPLIANCE WITH IND AS

7 In vivtually all civeumstances, presentation of a True & Faiv view is achieved by compliance
Ew.'th applicable ind AS.

H
i
:

K A.m. entity whose FS comply with Ind AS shall make an explicit and unreserved statement of
such compliance in the notes. o |

& =An entity CANNOT rectify inappropvriate accounting policies just by disclosing it (te
Dtsc!aswe is NOT a vemedy for wrong accounting)
N'OTE

Them _may be a’:sagmememt of the. Compamg with the auditor on app!fcabrhty or
‘requirement of any Ind AS and auditor wmay qualify the audit report.

E.ven in such a situation, FS will be assumed to be nd AS compliant.

DEPARTURE FROM REQUIREMENTS OF AN IND AS - WHETHER_E:RMJBLE?

i




fn extremely varve civeumstances, the entity may

| have to depart from a requivement in an IND AS
| beacuse it would conflict with the objective of FS sot
out in the Framework

) i |
1 Relevant Regulatory Framework DOES o Relevant Regulatory Framework
NOT PROHIBIT such a Departuve j E PROMIBITS such a Departure
: /TND AS Pevmits such departure and it T\ fﬁ@ AS DOES NOT permit such N
shall disclose: 1 departure BUT to reduce the perceived
&) That ES give a True & Fair view as misleading aspects of compliance, it can
. .| per management conclusion; o disclose the following:
. | ByThat Complied with all IND AS &) Title of INID AS in question, Nature &
| EXCEPT the departure Reason why management thinks that
¢) Title of IND AS departed, Nature & complying with the requivemort is in
oo 4 Reason for Departure & Treatment  j conflict with objective of FS
| Adopted ' -1 b) Financial Effect that would be
: | b Einancial Effect of departure on all | necessary on all peviods presented if the §
| Nperiods presented. s f\g\w?:r'tg had departed -/ |

T quwg CONCERN

" FS should be prepaved on a going concern basis unless manaqemam either intends o

liquidate ov to cease trading, ov has no vealistic alternative but to do so.

@ If FS ave NOT prepared on a going concern basis, disclose the basis of preparation of FS and

__':aiso the veason. why the entity is not vegarded as a going concern.
@ if management has significant doubt of the entity’s obility to continue as 4 going concern,

‘the uncertainties should be disclosed.

i, ?ACCRUAL BASIS OF Accouwﬂwd‘

@ An entity shall prepare its FS using the accrual basis of accounting, EXCEPT for cash F!‘ow

information.

V. MATERIALITY & AGGREGATION




T Information is matervial if opitting,
to mfluenes gé_fect'sz‘?c“?s,af._usem

Materiality depends on the Naluve or magnitude of fm&wmaf:;bn ov both, An antity assesses

_ﬁfhea’:mr information, eithar mdividually or in combination with other information, is -

matwmf in the comiexﬁ of 8 financial statemments taken as a wihole.,

CAn entity Y shall present separately each material afassf of sivnilar items, items of a dissimitay

nature or funetfon UNLESS they are immaterial, EXC‘FF’T when vequived by law. (ie. Bven if

atem«: ave immaterial, they shall be presented, separately when it is vequived by law)

T An entity shall NOT offset Assets & Liabilities OR Income & Expenses, UNLESS requived or
_permitted by an ind A,

'(Examp!e, Foreign exchange gains and losses ov gaing and fosses avising on_ financial

mstmments held for trading),

:frfowav_e.n an entity presents such gains and losses sepavately i they ave waaterial.

Ex Measurm assets net of valuation alfowances is NOT offsetiing. (Exam fe, obsolescence
g .. ] e

_ affowances on mvenf:oms and doubtful debts aflowances on mcervabf’es)

VI, -'conf ISTENCY ) S L L
A entity shall retain the presentation and classification of ftems in the FS from one period
io the next: UNLESS:

®, Anvther presentation or classification would be yore appropriate;
COR

o Anind A3 requires a f'.faange in presentation,

e W‘hen making such charnges in presentation, an entity veclassifies its comparative amounts

UNL ESS reclassification fs. impracticable.

= When i is impracticable, Disclose the regson for not: veclassifying amounts, and nature

of ad;ustments

v, _.f.MiL.Q&EPQng

E

i
¥
i

e

i
¥
H
1

A T e e e
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P,
e

X

 other statements, and related notes.

' ADDITIONAL COMPARATIVE INFORMATION

@ An entity shall prosent a complete set-of FS (including comparative. inforwtigﬂ)..‘.at least
CANNUALLY. e
When an entity changes the end of its veporting peviod and presents FS for a peviod longer
_éor_ shorter than 1. year, an entity shall disclose:

o Reason for using a fonger or shorter peviod, AND

o The fact that amounts presented in the FS are not entively comparable.

COMPARATIVE INFORMATION
EMI’NIMUM COMPARATIVE INFORMATION

amounts reported in the curvent period’s F5. .
__E_C_ompamffve_ information for Narmfi@ & descriptive information presented in Notes should
__fbe__r'_n.ctude.d if it is velevant to understand the curvent period’s FS. e
. é_(:'-@f_thf.mum 2 B/S, 2 P&l., 2 Statewent of Cash Flows, 2 SOCIE and Related Notes)
; _ﬁ.w_hﬁn an entity applies an accounting policy vetvospectively OR makes a retvospective .

restatement;, it shall present minimum 3 B/S (ie. the end of the curvent period, the end of

-ﬂm entity way present comparative information for more than 1. year.
“The entity can also give comparative information of more than 1 year fov Statement of

P&l and only L-year comparative for other statement of F5 oy vice versa.

| RECTIFICATION OF BREACH./ WAIVER OF _BREACH OF LONG-TERM LOAN
ARRANGEMENT AFTER BALANCE SHEET DATE (CARVE OUT IN IND AS 1 FROM IAS 1)

AS 10 ~ Events after the Reporting Peviod

An entity shall present comparative information in vespect of the preceding period for all =

ithe previous period and the beginning of the earliest comparative peviod), 2 of each of the



&,

INVENTORIES

NOTE:

'DEFINITIONS

Held for Sale Ordinary Course of
Business; (Finished Goods)
.1 Used in the process of production for
1 such sale; (WIP)
i the form of materials or supplies to bo)
consumed in the production process or
in the vendeving of services; (Raw

Asgsets wliuch arve:

The comparison between cost and net realizable value should be made item by iteva or by =~

_gsfoup of items.

iy

Net vealisable value for inventories is different from faiv value less costs to sell because NRV

(s Entity-specific value and Fair Value is Market Based Measurement,

. Example

An entity hofds Inventovies of 10,000 units and it could sell the same in the market @ 10

. each. The entity has an ovder | in hand to sell the inventories @ T 14. The incremenial selling

FOSt per unit is T O.50 per wnit. In this situation, fair value is Rs 10 each, but net vealisable
value it 10.5 each.

| COST OF INVENTORIES

o : Materials) J




COSTS

OF 1M
COMPRISES OF:

§
COST OF PURCHASE

Trade discounts and
Rebates)

b. Duties & Nown
refundable Taxes

¢. All Directly
Attributable Expenses
{(Handling Cost,
Freight/Transport
Expense, Insurance of
Purchases, Brokerage
Comunission Paid to
indenting (Buying) Agent,

{ a. Purchase Price (LESS ™

..(.tc.) j o f

"

i
CONVERSION COST OTHER COSTS
|
Direct Matevial, Systematic ;fll‘y'ff incurved in
Divect Labour, Alocation of rnging mveni:oi'ffes
Divect Expenses Overheads: to present {pcation
L____and conditions
: Fixed : Variable
1 Overheads | Overheads
1. ]
Actual ) Actual ) Based on
Capacity > Capacity < Actual
Novmal | Normal L Capacit C
| copaciy | | Capacity | i it
Based on Based on
Actual Normal ..
Capacity Capacity

& .EXCLUSIONS FROM COST QOF.INVENTORIES

2) ‘Abnormal amounts of wasted materials, labour, other production costs.

b) ‘Stovage cost (If storage is pavt of process of production, such storage cost should be included

“in the cost. Eg: Storage cost incurved in production of wines, pickles etc)

£). Adwministrative Overhead.
 d) Selling & Distribution Cost.

@) Interest charges, (unless it is a Qualifying Asset as per IND AS 2.3}

4. 'ALLOCATION OF COST TO JOINT PRODUCTS & BY-PRORUCTS .

» A production process may vesult in move than one product being produced simuftancously.

This is the case when joint products are produced or when there is a wain product & a by-

- product. .




v

>IN CASE OF JOINT-PRODUCTS

When the costs of conversion of each product are not sepavately identifiable, they ave

a!t‘ocateo{ betwesn the pe»oducis on a rational and consistent basis.,

®  at r;':he. smge. o the .pr@ductm_ process. when_._t%he. _ pmducts_...&ecow_._ sepavately

identifiable, or
.~ o at the completion of production.

IN CASE OF BY-PRODUCT

iMost by-products are of mmaterial value and therefore they arve measuved at net realizable
Cvalue.

_The Net realizable vat'ue of by ~product is deducted. From cost of conversion. Net cost of

) converswn (ie. cost of conversion - net vealizable value) is distributed among the main

products,

cos*r OF AGRfCULTURAL PRODUCE HARVFSTED FROM Bro:.oa:c:AL _ASSETS (AFTER
POINT OF HARVEST) '

_Such Inventories ave measured on initial recognition at their fair vm‘ue fess costs to sell -
(FVLCT’S) at: the point of harvest.

Note: e I e
) _Th:s Faw value fess costs to sell as determmed in accordance with Ind AS 41 will become the

cost of the inventories at that date for application of tnd AS 2 “Inventories’.

| COSTS FORMULA




nventory Ordinavily nwventory NOT Ovdinarily
Interchangeable S - Interchangeable

o

Historical Cost Y Non-Historical Cost | Specific identification
Methods U UUPR . Meﬂ,‘ods U Me‘f:hod

FiFO

Weighted |- | Standard Cost | - Retail - Specific Cost is
Average Method | Method 1. | allocated to identified

They are vegularly reviewed and revised wheve necessary.

_ Note

fnveniory

Refer Note 1 | - | Refer Note 2

:;_NOTE 1: STANDARD_COST METHOD

it takes into account normal Ieve!‘s of materials, supplies, fabour efficiency & capacity

utilisation.

 NOTE 2: RETAIL METHOD

.?;'W\fs method is often used in the retail in_dustry whe_v_t____items of inventories ave mp_idfy\_._:. L

. éme.th.ooi.. ..

ESerﬂa Price of Inventory e KKK
__fkess; Appropriate % of Gross Margin . IR £+ ]
?Cosf of the tnventory PR <.+ S

_ An entity shall use the same cost Formul‘a for all inventories having a similar nature and use

___'.;tO the entity. . e

_[For inventories with a different natuve or use, different cost formulas may be justified.




7. ..&EL%&!LSV-%ELEMV_ALUE_(&R\_/J

A, Estimate of NRV in case of FG

> Estimated Selling Price in the ordinary course of business

o XgK
_ ;:LESS; Estimated Costs to make the sale o . | (xxxy

NET REALISABLE VALUE

B. Estimate of NRY in case of WP |

. Estimated Selling Price in the ordinavy course of business_

LESS: Estimated Cost of Completion (Applies in case of wiP)

“LESS: Estimated Costs to wake the sale (Applies to both FG&WIP) . (xxq)
. . NET REALISABLE VALUE B SO

I __fEst'mates of NRY for Raw Material to be used in Finished Goods Ce E

S e NRVFOR RM TO BE USED IN G

| ' 1

If FG is sold at cost or above cost 7 If FG is sold below cost

Then NRV of RM is considered to . .§ Then NRV of RM is considered to
be vaore than cost be fower than cost

. R . . Measure RM at
Measure RM at cOST e Repfacemenf: Cost e S 4

e

: . . £
Replacament cost is the amount that an entity would have to pay to veplace an asset at |
the present time, according to its curvent worth. .. Sl i-

ote:

INRY are based on the most veliable evidence available at the time the estimates are made.

These estimates of NRV take into consideration price fluctuations oceurving after the balance

isheet date to_extent that such events confirm conditions existing at the end of the peviod.

. EXAMPLE




NF an entity has 100 itews of ‘A’ at the balance sheat date — NRY of these ftems on the |

‘the approval of financial statoments at ¥ 50, the entity should consider ¥ 50 as NRY for

i_co.m;aan'mg with the cost of inventory

8. E_WRITING DOWN INVENTORIES TO NRY & REVERSAL. OF WRITE DOWNS

Writing Down Inventories to NRV Reversal of Write Downs

. L 2 s : : :

© o when NRV is lower than cost, then | - Revevsal of write down is premitted )
Lo nventory is measured at NRV & maximurm to the extent of foss

a ' difference between Cost & NRV is previously booked, only when

g transferred to P&l as & eiveumstances of write down below cost

L 1.oss/ Expense : no longer exist or when there is clear

# L evidence of increase in NRV y
! 9. DERECOGNITION OF INVENTORY L o

I DERECOGNITION OCCURS S

é _ , .
A e WHEN: e

| i

) Inventory is used in constructio

Inventory is Sold ey B ? ol

of PPE

: ' S " Carrying Amount of Al ! Carvying Amount of _

Inventory is vecognised as an | inventory is alfocated to PPE §

expense in P&L in the period & will be vecognised as an
in which revenue (sales) s expense in P&L over the
recognised ) PPE's useful life.




'MEANING OF STATEMENT OF CASH FLOWS

“Cash flow statement is a statement, which provides the details aboui how the cash is

gensmﬁec{ aiuw'mg the ;oam’:t'cufar v'epwf:fmg pew’oo{ and how it is cxp;?f_fed._

. )

known amounts of cash and which are subject to an insignificant risk of changes in value.

maturity of, say, three months or less from the date of acquisition, (Equity investments ave.

?&_ _cas.ff\__e.qw'vaiaht&

_DEFINITIONS

_ E_Cash comprises cash on hand and demand deposits.

Therefore, an investment normally qualifies as o cash equivalent only when it has a short

exeluded from cash equivalents.)

 NOTE:

‘Bank bovvowings are generally considered to be financing activities. However, wheve bank

overdrafts which are vepayable on demand ave included as a component of CCE..

A

[ g

_CLASSIFICATION OF CASH FLOWS

N 'rCLASSI‘FI‘CATl‘ON OF CASH FLOWS

g |
A. Cash Flows from | | B. Cash Flows from | | C. Cash Flows from
Operating Activities | | Investing Activities [~ Financing Activities

CASH FLOW‘S FROM OPERATING ACTIVITIES

C‘as‘h flows frowm operating activities are priemarily damved Fsr‘om éhe pwncrpa! revenue

_;P.roduw_ac_tﬂf!ttes of the entity i.e. from operations of the business.

‘Cash equivalents are short-term, highly liquid investments that are veadily convertible to




e

i
;
i
1

@ Thevefore, they ave the vesuft of the transactions that enter into the determination of profit

Cor loss.

B EXAMPLES:

OPERATING CASH INFLOWS

“Cash receipts from sale of goods &
services '
«Cash receipts from royalties, fee,
commission and other revenue
«Cash veceipts & payments to an
insurance entity for premiums,
claims, annuities atc.

sCash receipts & payments from
contvacts held for dealing or

_.\._

trading purpose

% CERTAIN SPECIFIC ISSUES

from investing activities.

o others and subsequently held for sale ave cash flows from operating activities. The cash

receipts from rents and subsequent sales of such assets are also cash flows from operating

‘activities.

_dealing ov trading purposes, in which case they are similay to inventory acquived specifically

securities ave classified as operating activities. Similarly, cash advances and loans made by,

imain vevenue- producing activity of that entity.

B. CASH FLOWS FROM INVESTING ACTIVITY .

OPERATING CASH OUTFLOWS

»Cash payments to suppliers for
goods & services

sCash pagments to and on behalf of |~

employees

sCash payments or refunds of
income taxes unless they can be
specifically identified with
financing and investing activities

i) Properties built for let out: Cash payments to manufacture or acquive assets held fov vental

iif) Operations of Einancial companies and Banks: An entity may hold secuvities and loans for

for vesale. Thevefore, cash flows avising From. the purchase and sale of dealing or trading . . .

> Lash flows from investing activities represent the extent to which expendituves have been.




nade for vesources intended to generate future heome and cash flows ie. activities that

result in acquisition and disposal of long-term assets and other investments not included in

cash equivalents.

= 'Om!y expenditures that vesuft in a vecognized asset in the balance sheet ave eligible for

classification as investing activities.

> EXAMPLES:

L INVESTING CASH INFLOWS

*Cash receipts from sale of PPE,

*Cash veceipts from sale of equity or
debt instruments (other than those
considered to be cash equf&ate’nts
and those held for dealing or
trading purposes)

“Cash veceipts from repayment of
advances & loans (other than by
financial institution)

«Cash veceipts from futures,
forward, option & swap contvacts
(except when held for dealing ov
trading purposes, or the receipts
are classified as financing activities).

N

intangible & other long-term assets |

)

INVESTING CASH QUTFLOWS

*Cash pagments to acquive PPE,
intangibles & other long-term
assets. '

*Cash payments to acquire equity
or debt instruments (other than
those considered to be cash
equivalents ov those held for
dealing or trading purposes)
«Cash advances & loans given
(other than by financial
institution)

«Cash pagments for futuves,
forward, option & swap contracts
(except when held for dealing or
trading purposes or paygwments ave
classified as financing activities

Y

)

of the contract are classified i the same manngr os the cash flows of the position being

hedged.

. CASH FLOWS FROM FINANCING ACTIVITY

W The cash flows related to vaising of funds and vedermption of funds will be covered under

Cash Hows from financing activities. The cost of capital is also generally covered under; the

Finanting Activity.




CE

EXAMPLES:

FINANCING CASH INFLOWS \ 1 FINANCING CASH QUTFLOWS )
sCash proceeds from issuing shaves | «Cash pagments to owners Lo

or other equity instruments 3 acquive or redeem the entity’s
«Cash proceeds from issuing . ' shaves

debentures, loans, notes, bonds, ) . L eCash repayments of amounts
movtgages and other Shori-term - borrowed _

or long-term borvowings vCash pagments by a lessee for the

reduction of the outstanding
liability relating to finance lease

REPORTING OF CASH FLOWS

REPORTING QF CASH FLOWS FROM OPERATING ACTIVITIES

DIRECT METHOD

5 fn this method wmajor classes of gross cash veceipts and gross cash payments are disclosed.
Divect method starts with 'ca_sh vevenue/income/ receipts of _tfhe company. All the cash
_expenses will be deducted from. such cash revenue. The cash profit will be adjusted for the
_.cash Flows arising from investing and financing activities.

* Non-cash expenses/losses/gains will not be considered. The pagments to suppliers and

receipts from customers are also taken into consideration. The resultant figure would cash

flow from operating activity.

7 Thus, dr’rect'_methoa_i will have top down approach

ANEHRECT METHOR

' Indivect method is veverse of direct method. ¢ starts with the accounting profit after tax as
given in profit and loss accoundts.

# Theveafter, the profit will be adjusted for non-cash items, losses and gains on investing and. .

financing activities, intevest and dividends, collection and payments to debtors/creditors ete.

- Accordingly, the cash from operating activity will devived.

T Thus, indivect method will have Bottom up approach.




Under both the methods the amount of Cash flow from Opevating activities nead to be

ngegssarily samae. s ondy the approach for presendation which differs.

B. ?REPORTINC? CASH FLOWS FROM INVESTING AND FINANCING ACTIVITES ,
i .%A"-‘ entity is vequived to veport separately major classes of gross cash veceipts and gross cash
_payments arising from investing and financing activities, EXCEPT to the extent that cash
EF!ows are permitted to be veported on a net basis. _ o o
NOT E: The presentation of cash flows from investing and financing activities is same under L
both divect and indivect method. L o S '
C. REPORTING CASH FLOWS ONANETBASIS
o ff___nathr'ng s specifically mentioned, then as per Ind A3 7, the cash Hows will be presented
on Gross Basis. Ciross basis means the receipts would be shown separately and the payments
wn‘f be shown separately. _ ' _ S _
Ea _MM_}?L_E If in the year 20X1~20X2, some land is purchased for 2 2.5 croves and another
fand is sold for T 5.5 croves then while presenting the information, entity shall show g

sepamf:el‘y outhow of 2.5 erores and inflow of T 3.5 eroves.

NOTE: THE ABOVE BASE HAS FOLLOWING EXCEPTIONS (ie. Cash Fows avising fwm the

FoHowmg operating, mvzstmg or financing activities may be reported on a net basis) %
 Examples | S
L * Acceptance and repagment of demand deposits of a bank;
| o Funds held for customers by an investment entity; R

" Rents collected on behalf of, and paid over to, the owners of propertiess z
o Cash vecelpts and pagments for items in which the turnover is quick, the amounts are *

_ farge, and the maturities ave shor;

" .E?usrfcha.se m.d sa_!_e. oF_ investmments;

°. Cash Receipts and payments for the acceptance and repagment of deposits with a

fixed waturity date;

% Cash advances & loans made to customers and vepayment of those advances and loans. ¢
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. 'EOREIGN CURRENCY CASH FLOWS

#Cash fows avising frova transactions in a foreign curvency shall be recovded in an entily’s
:l"'uﬂ_(lt'f'ﬂﬂaf curvency by applying exchange vate at the date of the cash flow.

““Cash flows of a foveign subsidiary shall be transtated at the exehange vates at the dates of
ithe cash flows. o _ _

5 Exaraple: Suppoese the money is received on account of exports on 1Sth January 2017 in

_.';.U.S...“F- The company prepares the accounts in vupees, in such case the exchange rate between
USD and Rupee as on 15th January 2017 need to be applied for conversion. .

NOTE:

Unvealised gains & losses arising from changes in foreign currency exchange vates are not

cash flows. However, the effect of exchange rate changes on CCE held or due in a foreign

Ceurvency is veported in the statement of cash flows in order to reconcile CCE at the

beginning and the end of the period.

This arount is presented separately from cash flows from opemf:mg, tnwvesting and financing

activities and includes the diffevences, ift any, had those cash flows been reported at end of
_period exchange vates.

% E_Treatment of foreign exchange differences arising from unsettled transactions velating to

.operating activities

_ fuh_.de_r indivect method of prepavation of statement of cash flows, the exchange differences =

__Ei;hat' avise on transiation at the balance sheet date, for monet_arg ftems _ﬂ'\at form part of _
| ?Ffo_w Fr"o_m. opemtmg__actfvrttes_- o
_Example:

_f}}:nﬁtg A (indian Company) purchased goods for resale from Franse during January for

EUR 10,000 (Exchange rate; 1 EUR = ¥ 70) on a credil period, of 4 waonths, M accounted

'Fw the pwchase of inventory at € 7,000,000 (1O000 v 70}

__:_Q_n_ s1st March, the oxchange vate has changed to 1 EUR = ¥ 5. Thi would wean

_?@n___u_amc_ah‘sed_ gain due to exchange fluctuation of € 50,000 (sinee the payables will be
yecorvded at ¥ 6,500,000 (at closing exchange rate).

Assuming that the inventery is unsold at that date, the wmovement is veporied as under:




E_Proﬁ_’t ' S $ S0.000

Less: Inerease in Inventory ¥ (7.030,000)
‘Add: ncrease in Payables T G.50,000
Net Cash fows frow operating activities? O

5. ADDITIONAL POINTS
A. INTEREST AND DIVIDENDS

¥ Cash flows from intervest and dividends received and paid shall each be drscu’osed sepamf:ei'J

DIVIDENDS [(As this is thelr core business
RECEIVED achvn‘:g)

DIVIDENDS |Cash flows from Fmancmg activities Cash Flows from Ff'manc."ng activities
PAID (As they are costs of obtaining (As they ave costs of obtaining

financial resources) financial resources)

FINAN('I‘NC? COMF’ANY OTHER COMF’ANY
INTEREST |Cash  Flows arising from operating \cash flows from Fmancmg activities
PAID . lactivities (As they are costs of obtaining
(As this is thefr core business financial resouvces)
: act:vaf:y)
INTEREST |Cash  Flows arising from operating Cash Flows from ;‘ﬁvestt'ng activities
AND activities - (As They are returns on investments)

B. TAXES ON INCOME

we fCash Ffo;us arising from taxes on income shall be separately disclosed and shall be classified

as cash flows from operating activities UNLESS they can be specifically identified with
Fmancmg and investing activities in which case the tax cash flow is classified as an investing

or financing activity as appropriate

C. INVESTMENTS. IN SUBSIDIARIES, ASSOCIATES AND JOINT VENTURES

" When accounting for an investment in an associate, a joint venture or a subsidiary
accounded for by use of the equity or cost method, an investor restricts its reporting in the
staterment of cash flows to the cash flows between itself and the investee, for example, to

‘dividends and advances.

& éff\n entity that reporis its interest in an associate or a joint venture using the equity wethoo

H
L
i
i
i
i

A e



H
L
i
H
i
i

S T S

includes in its statement of cash Hows the cash flows in vespect of its investments in the
associate ov joint venture, and distributions and other pagments ov veceipts betwean it and

the associate or joint veniure,

D CHANGES IN OWNERSHIPS INTEREST IN SUBSI‘DIARFEé AND OTHER BUSINESSES

i) CLAS‘-"IFICAT!ON OF CASH FLOWS AS INVESTING ACTIVITY

@ The aggregate cash flows avising from obtaining or losing control of subsidiaries or other
businesses shall be presented sepavately and classified as fnvesting activities.
7 An entity shall disclose in respect of both obtaining and losing control of subsidiaries ovr

;other businesses during the period each of the following:

-3

Total consideration paid or received;
s Portion of consideration consisting of CCE;
v Awmount of cash and cash equivalents in the subsidiaries or other busingsses over which
comtrbf is obtained or lost; and
Cw Amount of assets & liabilities other than CCE in the subsidiaries or other businesses

over which control is obtained or lost, sumumarised by each major category.

ify CLASSIFICATION OF CASH FLOWS AS FINANCING ACTIVITY

* Cash flows arising from changes in ownership interests in & subsrdmm that do not vesult in
a loss of contvol shall be classified as cash flows from Ffinancing activities, unless the

isubsidiary is held by an investment entity and is required to be measuved at FVTPL.

E. NON CASH TRANSACTIONS

& lnvestmg and financing transactions that do not require the use of cash or cash equivalents

'sha” be excluded from a statement of cash flows.

S E:xawtp!es of non-cash transactions ave:

s Acquisition of assets either by assuming divectly velated liabilities or by means of a
finance lease;

o Acquisition of an entity by means of an equity issue; and

s Conversion of debt to equity




6. DISCLOSURES

[ ;.Ax«'l entity shall diselose the compongnts of CCE

‘amounts in 1S statement of cash flows with the eqmvafemf’ ftepng Wporwo{ in the bm’amce\

gheer,

ﬁnanc:a! liabilities. Just because bank overvdraft is included in CCE for ind AS 7, does not

mean that same should be netted off the CCE balance in balance sheet.

h’: has been cfawﬁed that -~ Bank overdraft, in balance sheet, will be included w;te'am__

;
H
;
5



1. ACCOUNTING POLICIES

. DEFINITIONS

F

1 h@se ave specific Principles, Bases, Conventions,
Rules & Practices

ACCOUNTING
POLICIES

b

¢

Applied by an entity in Preparing & Presenting FS|- -

R I

EEXAM PLES OF ACCOUNTING POLICY.
a) E'I’Br:isfs_. of accounting — Cash or Acerual or Hybrid?
bY . Basis of Measurement of Non-Curvent Asset — Cost: Model or Revaluation Model
) Method of determination of Cost of lnventories — FIFQ or u;pec;ﬁc identification oy Weighted

;Avemge?_. R

SELECTION & APPLICATION OF ACCOUNTING POLICY

K T

SELECTJ‘ON & APPLICATION
OF ACCOUNTINCE POLICY

When Specific IND AS is When Specific IND AS is NOT
AVAILABLE o AVAILABLE
Follow that IND AS & apply the | | Management shall USE rTs |
policy as per guidance provided | | JUPGEMENT in developing & |
i that IND AS | applying an accounting policy |

» Policy developed using judgement shall resuft fn information that is;.

‘@) RELEVANT io the decision-making of users; AND -
- b) RELIABLE




n Mak:'ng the judgement, management shall refer and consider the a_pph’cqbih‘f:y of Foffowfhg____
 sources in DESCENDING ORDER: | | | R
@) Any other Ind AS which are dealing with similor and related issues;

by Basic Framework of ind AS, which provides the general principles;

£)  Pronouncements of IASB (international Accounting Standards Board);
d)y Pronouncements of other standard setting bodies having a similar conceptual
- framework;

:e) Cheek the accounting literature and accepted industry practices.

ifl. :(JONSI‘STENCY OF ACCOUNTING POLICIES

¥ An entity shall select & apply s accounting policies consistently for similar transactions,

BUT if an Ind AS specifically requives or permits categorisation of items, then an

appropriate accounting policy shall be selected & applied consistently to each category.
EXAMPLE L

An entity has grouped its PPE into four classes viz., land, factory building, plant &
:_machfnewy and furniture. The entfty may propose to apply Revaluation model only to fand
& Cost model to others.

EXAMPLE 2

Cind AS 2 ‘lnventories’ requives that inventory be valued at lower of cost and wnet realizable

- value. In identifying cost, it allows alternative cost formulas; FIFO and Weighted average.
_ The same cost formula must be applied to items of inventory having similar natuve ov use,

but a different cosi formula can be applied to a different classification of inventory

IV, CHANGES IN ACCOUNTING POLICIES

An entity shall
change an accounting
policy only if:

oIt is requived by an IND AS; OR

*Results in IS providing move velevant & reliable information.

% THE FOLLOWING ARE NOT CHANGES IN ACCOUNTING POLICIES:

) The application of an accounting policy for transactions that differ in substance from

those previously eccurving; AND

by The application of a new accounting policy for transactions t_hqf did not occur previously

ov were imumaterial.




EXAMPLE
An entity had previously classified a PPE as owner octupied property where It was
‘measured after initial recognition applying the revaluation model

The same is now being classified as investment property. ind AS 40 on investment property

_ permits only cost model. The entity now mweasures this investment property using the cost

model.

This is not @ change in accounting policy.

. APPLYING CHANGES IN ACCOUNTING POLICIES

APP
ACCOUNTING POLICIES ™

[ . -y E

Change in Accounting Policy Change in Accounting Policy 4 _ 3
vesulting from application of vesulting from application of Change in Accouting
an IND AS & that IND AS IND AS & that IND AS DOES - Policy is made
itself provides Specific NOT fnclude Specific Voluntarily
Transitional Provisions Transitional Provisions 1 )
Follow the transitional : Apply the change Apply the change
provision. R vetrospectively retvospectively

a)

B

NOTE: o _ |
;;Earl'y application of an Ind AS is NOT a voluntary change in accounting policy.

‘When in absence of an IND AS that specifically applies to a transaction, an accounting

_ ;po!r'cy was applied from the velevant [FRS or wost vecent Pronouncement of TASH or other

S
[t

standard bodies, and following an avaendment in such [ERS or Pronouncement, the entity
gchoo_s_es to change its accounting policy, then it will be considered as if the company is

:jmakimg the change voluntarily and accovdingly it should apply the change vetrospectively.

RETRQSPECTIVE APPLICATION

IND AS 1 makes it compulsory for the entity to present a thivd Balance Sheet as at the

:b_eg:fnm'ng of previous year if it applies an accounting policy rvetvospectively




¥ Retrospective application is defined as applying  the  changed accoundling policy to
transactions as if that policy had always been applied.

¥ This means that comparative information for ail prior peviods presented will be adjusted for

the effect of change in the policy, The amount of the vesulting adjustment velating to
_;perfo_ds before those presented in the ES is wmade to the opening balance of each affected

_ fcomponent of equity of the earliest priov period presented.

NOTE: The restatement of FS for prior yeavs does not wean that actual approved and |
lssued FS have to be withdrawn and amended, L

- EXTRACT OF BALANCE SHEET

| Particulars Opening Previous Year Curvent Year

o1/04/17 31/05/18 31/05/19

Reserves to be adjusted with i
the diffevence velated to o
2016-17 & before

'l le‘MI‘TATfON OF RETRQSPECTIVE APPLICATION

¥ iwhen vetrospective application is vequived but it is IMPRACTICABLE" o determme the

. ieffect of change in prior years (i.e. not possible to. determine either Period Specfﬁr effect or

~Curaulative effect), in that case. the -endity should apply the. accounting policy as at the.

e T

'ébegmnmg of the earliest period for which vetrospective application is practicable.

CHIMPRACTICABLE - Applying a ve uivement is ivpracticable. when the entity connot ap ly
: Ppiging 4 P _ Y pPp

it after making every veasonable effort to do so. For a. particular priov peviod, it is

Emnpmctwa{ak’ Lo apply a change retrospectively if:

- @) The vetrospective effects are not defermmabfe.

g b) Retrospective application. vequires assumptions or estimates of amounts which are

supposed Lo be taken in that vespective year considering the evidences and information -
on that date. . - : S _

VI.  DISCLOSURES

La) ‘Nature of change in accouniing policy




i
i
i

) Reason for change in accounting policy

£y EEFFaaf: on CY & priov peviods due to change in accounting policy

&) If vetvospective application is imapracticable, disclose the reason for the same.

2) _When__an entily has not applied a new Ind AZ that has

E.i:!f\e entity shall disclose:

o this fact: and .

;5 o known or reasonably estimable information velevant o assessing the possible impact
that application of the new Ind AS will have on the entity’s FS in the period of indtial |

_application.

2. ACCOUNTING ESTIMATE
1. MEANIN

| Estimation involves | Latest available &
Judgement basad on | | Reliable information

(" ACCOUNTING
ESTIMATE ™

EXAMPLES WHERE ESTIMATES ARE REQUIRED; |

Bad Debts, Inventory Obsolescence. Fair Value of Financial Assets or. Financial Liabilities,

?useﬁu_t Life, Residual Value, Method of Depreciation, Warvanty Obligations ete.

fl. _EREASON FOR CHANGE IN ACCOUNTING ESTIMATE

i) New Information o iy Move Experience S {if) New Development

. ACCOUNTING FOR CHANGE IN ESTIMATE

APPLY THE CHANGE PROSPECTIVELY |~

> ‘Prospective recognition means that the change is applied to transactions from the date of
the change in estimate. o o
> A change in an accounting estivaate rmay affect: only the cuvveni Iwewod $ P&L, ar ihe P&L

“of both the current peviod and future periods.




% OTHER IMPORTANT POINTS

When it is difficult to

| distinguish between a change

L in accounting policy & a
change In estimate

Change in the basis of
measurement — Whether a
thange in accounting policy

Can change in
estimate be velated to
prior periods

or change in estimate

NO, [t DOES NOT

{ relate to prior periods
and is NOT the
corvection of an evvor

It is a change in Treated as a change
accounting poliey in accounting estimate

V.  DISCLOSURES
a) Nature of change in accounting estimate
b) Amount of change in accounting estimate
¢} Effect due to change on curvent & future peviods

d) If not possible to estimate the effect on future peviods, that fact must be disclosed.

3. ERRORS

These are Oramissions &
Misstatements in entity's FS
{ for 1 or more Prior Periods

a) Was available when £S for those
periods weve approved; AND

Arising from a failure to use
OR misuse of veliable
information that:

b) Could reasonably be expected to |
have been obtained.

Il TYPES OF ERRQRS




S T,

TYPES OF ERRORS

S N | § q =
g 4
Mathematical Mistakes in Misinterpretation .
. . . . : Omumaissions Frauds
Mistake Applying Policies of Facts
3 £ Eqg. Asser & Liabilty a2 Eg. N 4 3 a2 3
| Eg. Wrong 9 Y - 9 . Eg. Owission
. should not be offset ‘Misinterpreting .
Caleulation, ) Cn to record Eg. Major
unless pevmitied by . definftion of .
c/F of wrong ) .. matevial theft
IND AS. If not adjusting & .
_ balance, ) Y transaction undetected
. ) permitted & non-adjusting .
Evvor in L due to in past
% offsetted, then it will event as per S
L oversight
. be an evivor . W IND AS 40/ A & y

EXAMPLE

financial year ~

(¢} Allowance for bad debts understated by 0.25% of sales.

eryrors

(b Warvanty provisions understated by 0.1.5% of sales;

.  ACCOUNTING TREATMENT FOR ERRORS

PRESENTED

IF ERROR DISCOVERED RELATES TO
THE COMPARATIVE PRIOR PERIOD

The following ervors occurved in prepavation of A Ltd’s £5 for the immediately preceding

(a) Depreciation on plant & machinery understated by ©.30% of sales;

Individually none of these ervors may be watevial but could collectively influence the

‘economic decision of the users of the financial statements. These are material prior period

IF ERROR DISCOVERED RELATES TO PERIOD
BEFORE THE EARLIEST COMPARATIVE PRIOR

PERIOD PRESENTED

prior period ervors

i , . .
Unless impracticable, corvect matevial

RETROSPECTIVELY by vestating the

comparative amounts for the prior
period presented in which the ervor
vecurred

%

J

Unless fmpracticable, covrect the
same RETROSPECTIVELY by
restating the opening balances of
assets, liabilities and equity for the
earliest priov peviod presented

(Also Refer Note a below)




NOTE;_

a) :As per IND A% 1, whenever there 8 & vequivement of RETROSPECTIVE £ FRECT, an entity

should preparve Previous Year Opening B/5 as well,

b) i Retrospective restatement: is Impracticable - Same treatwent as we saw above foy -

_fc’.’hamge fn Accounting Policy. S
¢) ‘Use the words Restated in the Balance Sheet and Profit & Loss after corvection of prioy

‘peviod ftems,

IV.  DISCLOSURES

@) Nature of Epvor

B Amount of Evvor & its effec L
o €) h" vetrospective vestatement: is impracticable for a pariicular priov period, the eivepmstances
j:that led to the existence of that condition and a description of how and_from when the

. evvor has been corvected,




1.

g These are Favourable &
EVENTS AFTER

DEEINITIONS

§ b

Unfavourable Events® 4 3
The End of Reporiing

Period; AND

THE REPORTING _
PERIOD

That Occur Betweer:

The Date when FS are
Approved**

. Ry

* The standard clearly states that events after veporting period can be favourable as well as

 unfavourable. Accordingly, an entity should report both favourable as well as unfavouvable

_:events after the re,wow;mg peviod
x5 DATE WHEN FS ARE APPROVED — It is the date when BOD approves the FS.

I in some cases Shareholders approval or Supevvisory Board approval is needed for approval

‘of FS after the approval of BOD, yet for the purpose of deciding the events after the

veporting period, the date of approval will be considered as the date of approval by BOD

ondy.

‘WHEN THE DATE OF APPROVAL IS AFTER THE PUBLIC ANNOUNCEMENT OF SOME
OTHER FINANCIAL INFORMATION

‘Evenis after the reporting period’ include all events up to the date when the FS are

_approved for issuz, even if those events occur after the public announcement of profit ov of

other selected financial information

 TYPES OF EVENTS




-
o

@)

b)

g “ .' a

g’?ﬂ?ﬁ% OF EVENTS
g tng _— R e—

Adjusting Events Non-Adjusting Events
Frovide evidence of conditions that Indicative of conditions that avose
existed at the end of reporting period  after the reporting period

Pont Adjust the amount in F5
BUT, if the Non-Adjusting Event is
Maierial, then disclose in FS (Notes to
Accounts)

Adjust the amount recognised in FS.
tn addition to this, also make
separate diclosuves for the same.

EXAMPLES OF ARDJUSTING EVENT

Settlement of court case after balance sheet date, that confivms obligation existing at the

end of the rveporting period.

The receipt of information after the veporting period indicating that an asset was frapaired

at the end of the veporting peviod, or that the amount of a previously recognised

)

o)

impairment loss for that asset needs to be adjusted.

Sale of inventories after the year end but beforve the FS are approved, gives evidence about

the NRV at the end of reporting period.

In some cases, assets which ave purchased / sold before the end of reporting period, actual

amount paid / received is determined after the end of reporting period.

{The sale of an asset took place in March, 20X2. However, the actual consideration was

determined and collected after 3ist March, 20X2, ie., on 10th May, 20X2 (date of

approval of FS was 1.5th May, 20X2). In such a situation, sale value vecognised in the books
as on B1st Maych, 20X2 should be adjusted} |

I any ervor ov fraud is detected after the rveporting period, which is veiated o the

veporting period.

EXAMPLES OF NON-ADJUSTING EVENT

Decline in fair value of investiments between the end of the reporting period and the date

when F3 are approved for issue, wheve the decline dess not velate to the condition of the

investments at the end of the reporting period.

s, o B g



&)

\4

A wajor Business Combination occurred after the end of reporting perivd for which the
agreement was also enteved after the end of veporting peviod, then it will be von-adjusting

avent.

{If agreement (& NOT waeeting, negotiations) was entered beforve the end of veporting
4 g. neg ¥ 4

peviod & business combination was completed after the veporiing peviod, then it would have
been an adjusting eventy

Destruction of a major production plant by a five after the veporting period.

Changes in tax vates aftey the reporting period. |

Commencing major (itigation arising solely out of events that occurved after the veporting

period.
Abnormally large changes in asset prices ov foreign exchange rates after the reporiing

period.

SPECIAL CASES

if dividend is declaved after the end of reporting perviod but before the .approvaf_ of £S, then

‘the dividends are not recognised as a liability at the end of the reporting peviod, because no
-obligation exists at that time.

fSLxch dividends are disclosed in notes Lo accounts.

GOING CONCERN
*f after the end of reporting peviod but before the FS ave approved there ave signs of entity

liquidating the business or a major incident has occurred & it affects our going concern

assumption, then the FS velating Lo the reporting peviod should NOT be prepaved on going

concern basis and it should prepare the FS with a diffevent approach (Eg. Ligquidation basis).

CEXAMPLE — WHEN GOING CONCERN ASSUMPTION IS NOT VALID

:A_H long~tevm liabilities will turn into short term liabilities. RM & WP will be valued at
‘market price / scrap value.

Alse, as per IND AS 1, if F& are not prepaved on the basis of going concern assumption,

then disclose the same in notes to accounts.

A

LONG TERM LOAN ARRANGEMENTS (Carve Qut to 184S 10)




i

o

Where there is a breach of a material provision of a long~term lvan arvangement on or

before the and of the reporting period with the effect that the liability becomes payable on

demand on the reporting date, the agreement: by lender after the end of veporting date

BUT before the approval of FS to not devaand pagment as a consequence of the breach,

shall be considerved as an ADJUSTING EVENT

(However, under IAS 10 ‘Events after the Reporting Period’, an agreement with the lender

‘after the veporting period but before the approval of the financial statements for issue not

to demand pagment (say, arising out of breach of loan covenanis) is not considered as an

adjusting event)

[

.APPENDIX A: DISTRIBUTION OF DIVIDEND TO OWNER IN NON-CASH FORM

“ACCOUNTING TREATMENT

When an entity declares a distribution and has an obligation to distyibute the assets

concerned Lo its owners, ft nust recognise a liability for the dividend payable.

MEASUREMENT OF DIVIDEND PAYABLE

IF ENTITY GIVES TS OWNER CHOICE
(F NON-CASH ASSETS ARE
I~ OF RECEIVING EITHER A NON-CASH
DISTRIBUTED }
| ASSET OR A CASH ALTERNATIVE
. T o Ll e e o e ¢ e o e ke e g ae e e e oo e oo e

{Estimate the | f&'&fﬁ'%g"“a{—’ “dividend ﬁéigéibfé' ;
b dering the fai sach

L pagable at the fair value of the Y conSf'dewmg the Farr‘x.rafue of eac

: assets to be distributed i alternative and probability of owners

. Jo b selecting each alternative

Measure the liability of dividend

#

¢

T-At the end of each veporting period AND at the date of settlement, review and adjust the

::cc_zgwyf’ng amount of the dividend payable based on changes in Fair value of assets to be

- distributed, with any thanges in the carvying amount of the dividend payable vecognised in

T When an_ entily settles the dividend payable, it shail vecognise the difference (if- any),

between the carvying amount of the assets distributed and the carvging amount of the




dividend. pagable in PROFIT OR LOSS. |
T EXAMPLE. |

; .;An entity decides to give a PPE to the owners as dividend. Dividend declared on 1/2/2027. |

Dividend paid on 1/05/2017.

On L/02/2017

Assets Carvying Amouht = 1,000,000
Assets Fair Value = 1,220,000
On 31L/03/2017

"Assets Fair Value = 1,300,000
On 1/05/2017
= 1,50,000.

_“Assets Fair Value,

"SOLUTION:
::1./02_/_17 R&S (Other Egquity) Alc Dy, 1,20,000

To Pividend Pagable A/c = 1,20,000

'B1/B/17 R&S (Other Equity) A/c Drv. 10,000
_To Dividend Payable A/c 10,000

| 1/05/17 R&S (Other Equity) A/c Dr. 20,000
| To Dividend Payable A/e 20,000

1/05/17 Dividend Payable A/e Dr. 1,550,000
To PPE A/ 1,000,000
To P&L Ale L S0,000
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h

CURRENT TAX
" DEFINITION

| CURRENT )
TAX

DEFERRED INCOME

TAX

q

Curvent tax is the amount of income taxes payable (recoverable) in respect of the taxable

_ :proﬁ"t (tax loss) for a peviod.

-MEASUREMENT

" RECOGNITION

it Unpaid Liability

U Paid Excess Asset

- Current tax liabilities / assets shall be measured using the tax rates that have been enacted
_.or substantively enacted by the end of the reporting period (i.e.” Using Tax Rate applicable
for the Cuyrent Peviod)

if ftem (income/expense) is recognised in P&L., then current tax expense on such item will
.also be vecognised in P&L.

L BUT, iF item velates to OCL, current tax on such item will also be vecognised in OCL.

. OFFSETTING CURRENT TAX ASSET & CURRENT TAX LIABILITY.

Allowed. { ~Entity has legally enforceable vight to set off: AND
only if: '

{cintends to settle on a Net Basis

\:!'f’f.'uf_f&?d by same taxation authority.




by DEFERREDR TAX

5 The following STEPS should be followed in the recognition, razasuremient and presentation

of deferved tax liabilities or assets:

Y1 Compute Cavrying Amount of Assets & Liabilities )
y Compute Tax Base of Assets & Liabilities
Y | Compute Temporary Difference | 1___
Classify Tempovary Diffevence
Y | Assess deductible temporary difference, tax losses, unused tax credits j
> | Determing Tax Rates for Deferved Tax
3 \:’ Caleulate & Recognise Deferred Tax )
S Y | Accounting for Deferved Ta-x
Y Offsetting Deferved Tax Asset & Deferved Tax Laibility

| STEP 1: COMPUTE CARRYING AMOUNT OF ASSETS & LIABILITIES

| 5 It ic Balance of Asset or Liability as pev accounting records.

STEP 2: COMPUTE TAX BASE _
B 1 s the amount attributed to Asset or Liability for tax purposes.

TAX BAS

— _ - _ ]

Tax Base of an Asset Tax Base of an Liability
g
- i
It is the amount that | All Liabilities EXCEPT Revenue Revenue Received in
will be deductible for | Recieved in Advance ' Advance
tax purpose in future
¢ 4 peviods - Carvying Amount () -

Carrging Amount (~) |

| EE : e Amount that will be _ Ying . ) B
s : . Amount that will NOT be |

deductible for tax purpose . _

. ) taxable in future periods |

in future periods :




- NOTE:

CIF any Asset s NOT Taxable O if any Liability is NOT tax deductible (i.e. if difference is

other than temporary) then Tax Base = Carrying Amount

STEP 3: CQMPUTE TEMPORARY DIEFERENCE

» ;Tempomrg Difference = Carvying Amount of Asset/Liability (<) Tax Base

STEFP 4_:__¢LASS!FJCATION OF TEMPORARY DIFFERENCE

. B Temporary differences are to be classified into - Taxable temporary differences & Deductible o

ftempom ry differences

CLASSIFICATION OF TEMPORARY DIFFERENCE

——

ASSET

Agset EXCEEDS Tax

| Carrying Amt of )

Excesds Carvying

1 o
Tax Base of Asset

LIABILITY

" Carvying At of
Liability Exceeds

Exceeds Carvrying

Difference

Difference

Base At Tax Base At
e {CA>TB) (CA < T1B) (CA > TB) e {CALTEY
Taxable Temporary Deductible Deductible Temporary Taxable Temporary |

difference

[Tax Base of Liability

INOTE:

Temporarvy Difference |

¥ All Taxable Temporary Diffevence give rise to Deferved Tax Liabifity

> Al Deductible Tevaporary Difference give rise to Deferred Tax Asset

> If carvying amount = tax base, then NO Temporary Difference

. STEP 5: ASSESS (ALSQ RE-ASSESS) DEDUCTIBLE TEMPORARY DIFFERENCE (DTD) , TAX _LOSSES,

UNUSED CREPITS
B DT veduces future taxable profits. Thevefore, an entity should vecognise DTA on DTD only

__éwhem it is probable that taxable profits will be available against which DTA can be utifised.

A

For utilisation of DTA, standard provides thiee step cviteria Lo be applied in serial order:

CE

L ST i T, -



1 1) EXISTENCE OF - N
) sEnifty should see whether there are sufficient taxable

TAXABLE . v
. teraporary differences whose veversal pattern matches with
FEMPORARY the reversal patiern of DTD
e I8 ! L2 ) e
DIFFERENCE - P

off it is probable that there will be sufficient taxable profits,
then to the extent of availablz profits, DTA should be
recognised.

i) PROBABILITY OF
FUTURE PROFITS

off even after applying criteria wno. 2, still there are
unrecognised DTD, entity shall see whether any tax planning
opporiunities are available.

N AVAILABILITY OF

TAX PLANNING < ok plarmi o e ot ondi y
OPPORTUNITIES of“ax planning oppoaftun.: fes are actions i: at entity would take
in order to create or increase taxable income in a particular]
9 period befove expiry of a tax loss.

¢ UNUSED TAX LOSSES & UNUSED TAX CREDITS
> DTA shall be recognised for carvy forward of unused tax losses & unused tax credits to the
extent it is probable that futuve taxable profit will be available against which it can be
utilised. )
< REASSESSMENT OF UNRECOGNISER DTA

» At the end of each year, ehtr’iy should reassess unrecognised DTA. It way rneed to recognise

a previously unrecognised DTA to the extent it has now become probable that future taxable

profits will be available for DTA to be utilised.

TEP &: DETERMINE TAX RATES FOR DEFERRED TAX

> Deferved Tax shall be measured at Future Tax Rates expected Lo apply to the period when_
the DTA will be vealised or DTL will be settled & such vates should have been enacted ov

substantially enacted by the end of veporting peviod.
> Also, DTA/DTL should be created using the iax vate which & consistent with the expected

‘manner of recovery or settlement

y | Eg Asset — CA = 100, TB = 60, Tax Rate if sold = 20% & if used = 30%

Case 1: If entity expects €o sell the asset, DTL = 40x20% = 8

Case 2: If it expects to retain the asset and vecover its carrying amount through use, DTL =

12 (240 at 30%)




» The DTA/DTL that arises from the vevaluation of a non- depreciable asset, the tax rate

applicable to recovery of carviying amount through sale should be used.

¥ DISTRIBUTION OF DIVIDENDS — In some Jurisdietions, income taxes ave payable at a higher

ov lower vate if part or all of the net profit or retained earnings is paid out as a dividend.

In some other jurisdictions, income taxes may be refundable or payable il part ov all of the

net profit or vetained earnings is paid out as a dividend. In these circumstances, curvent

and DTA/DTL ave measuved at the tax vate applicable to undistributed profits.

STEP 7: CALCULATE AND RECOGNISE DEFERRED TAX

Deferred Tax Asset

Deferved Tax Laibility

Deductible Temporary Difference

(*)

Tax Rate (as per Step &)

Taxable Temporary. Difference

(*)

Tax Rate (as per Step &)

NOTE:

> DTA/ DT should not be discounted,

STEP 8: ACCOUNTING FOR DEFERRED TAX

] ACCOUNTING FOR DEFERRED TAX

J
N

If ftem pertains
Lo P&l
Eg: Depreciation

W

If itewn pevtains to OC!
| Eg: Revaluation Profit

DT should be

recognised in Pé&l.

DT should be
recognised fn OCI

If ftem is recognised
directly in Equity
Eg: Covrection of Evvor
as per IND AS g

DT arising on
Business
Corbination

DT should be
vecognised in equity

DT will be adjusted

against Goodwill

» -Carrging Amount of DTA/DTL may change even though there is no change in the amount |




of the related temporary differences. This can vesult from:

> a change in tax vates or tax laws;
o a reassessment of the recoverability of DTA; OR

o a change in the expected manner of recovery of an asset.

v In such cases, vesulting deferved tax is vecognised in P/L., except to the extent that it velates

to ftevns previously vecognised outside P/L.

ALLOWED
ONLY IF:

STEP 4: QFFSETTING DTA & DTL.

curvent tax liabilities; AND

“Entity has a legally enforceable right to set off cuvvent tax asseis againsi|

“DTA & DTL relate to income taxes levied by the same taxation authority

¢) PRACTICAL APPLICATION & EXCEPTION

L _BUS!NESS COMBINATION
5 ldentifiable assets & liabilities acquived in a business combination ave vecognised at their faiv
values at the acqua’ér’tr’on date. Temporary diffevences arise when the tax base of assets &
liabilities acquived ave not affected by the business combination or ave affected differently.
> For Example, when the carrying amount is increased to fair value but the tax base rewains
at cost to the previous owner, a temporary difference arises.

5 The effect of such temporary differance is summarised below:

TEMPORARY DIFFERENCE ARISES ON:
i ;

Other than Temporary. ,
Therefore DO NOT recognise DT |
on Goodwill |

Temporary, then
recognise DT on

Assets & I:fabih'f:ies ' o Gooiiwf”
Acquired (Other than
Goodwil) - — —
if cioodwill is NOT tax Yo If Goodwill is Tax
4 W deductible deductible |
Resulting DTA/DTL will ' :
affect Goodwill Difference between CA & TB is | if Difference is

Goodwill

NOTE: Dug to Business Cowmbination, it might be possible that the acquiver's unvecognised




Hi.

.

PTA wmay alse prove to become vecognised. in such case unvecognised DTA of acquiver being

recognised will NOT impact Goodwill,

ASSET ACQUISITION

> If initial vecognition of an asset or liability is a transaction which:

s s NOT a business combination; AND
s AL the time of the transaction, neither affects accounting profie NOR Taxable Profit
Then, NO DTA/DTL is to be recognised.

SHARE BASED PAYMENTS (SBP)
.:Tempom_rg_ Difference wmay avise in a transaction of share-based paywent, for exﬁmpa‘e, an
entity may recognise an SBP Expense as per IND AS 102 in each year BUT not receive a
;f:ax deduction until the share options ave exercised.
¥ Carvying Amount of SBP Transaction will always be NIL
Tax Base will be the amount permitted as a deduction in future periods
' ;.Dr'FFerence between tax base & cavvying amount, is a DTD that results in a DTA. _
&= Deferved tax will be recog.nised in P&L (As the expense pertains to P&L, so deferved tax will

also be recognised, in PL)

TEMPORARY DIFFERENCE ASSOCIATED WITH INVESTMENT IN SUBSIDIARY, BRANCHES,
ASSOCIATE & JOINT VENTUR

Temporary differences avise when carvying amount of investments (which is share of net

assets the carrying amount of goodwill) becomes different from the tax base (which is often
cost) of the investwent. Generally, taxable tewmporary difference will get veversed on

_ ;dfstw'butfon of dividends.

An entity shall rvecognise a deferved tax for all “tevaporary dq’r"{’émn;:es EXCEPT __w_he_s«{

;Foﬂ_ow;'ng conditions are satisfled:




TEMPORARY DIFFERENCE ASSOCIATED WITH:

Investment fn
subsidiary/Branches

investiment in Associate

EXCEPT WHEN:
{y Pavent controls the
dividend policy of its
subsidiary; AND Parent
has determined that those
profits will not be
distyibuted in Foresecable
future AND _
ify Parent has determined
that it will NOT Sell
lnvestment in foreseeable
future
NOTE: Same
considerations apply to

7" Recognise Deferved Tax

f;arem': company does mog\
control dividend policy.
Hence, Recognise
Deferved Tax

EXCEPT WHEN:
i) Agreement is entered
between parties which
states that no dividend
will be distributed in
foerseeable future. AND
ity Parent has determined
that it will NOT Sell
Investiment in foresecable

\jnvestments in branches J

fvestiment in Joint Venture |

Recognise Deferved Tax h
EXCEPT WHEN:
1) When the venturer can
control the sharing of
profits; AND it is
probable (Enteved into
agreement) that profits
will not be distributed in
foreseeable future AND
iy Pavent has determined
that it will NOT Sell
Investment in foreseeable

: (w‘:u re | y .

future

. 7




S Mo

Particulars

;\ppmach for
Creating Deferved

Tax

tnd AS 12 is based on balance sheet

IND AS 12

AS 22

approach.
tt requives recognition of Tax consequences
of differences between carvying amounts

of assets & liabilities and their tox base.

AS 22 is based on income statement
approach.

It vequives vecognition of tax
consequences of differences between
taxable income & accounting income.
Diffevences ave classified into

permanent and timing differences.

Limited Exceptions
for Recognition of

DTA

DTA is mcogﬁr’sed if it is p;obabn'e that
taxable profit will be available. DTA is also
created if there are carry forward of
unused tax fosses & tax (MAT) credits.
Existence of unused tax losses is strong
evidence that future taxable profit may
not be available. Thervefore, in that case,
vecognises a DTA only to the extent there
is a sufficient taxable temporary difference
or there is convineing other evidence

sufficient taxable profit will be available.

DTA are mcog"m’sed and carried
forward only to the extent that
therve s a veasonable cevtainty that
sufficient future taxable income will be
available,

Where DTA Is Recognised against
unabsorbed depmciatf.'on or carvy
forward of losses under tax laws,
recognised only to the extent that
there is virtual certainty supported by
convincing evidence that sufficient
Buture taxable income will be available
AS 22 explaing what may be
consideved as virtual certainty

supported by convincing evidence.

g

Recognition of
Curvent and

Defevred Tax

Curvent & deferved tax ave vecognised as

income or an expense and included in

PéL., except if transaction is recognised,

either in OCI or divectly in equity, in those
cases tax is also vecognised in OCI or in

equity, as apprvopriate

AS 22 does not deal with this aspect.

y

Investmenis in
subsidiaries,
assoclates and joint

ventures

As pev nd AS 12, DTL. is ré.cogm'sed for
all taxable temaporary differences
associated with investments in subsidiaries,
associates and joint ventuves, if certain

condritions are satisfied.

AS 22 does not deal with this aspect.




___E_I'I"Mﬂl‘lf'\atff)ﬂ of profit
and losses vesulting
from the intra-

group

transactions

As par“m.a! AS iz,ﬂ deferved tax should be
recognised on temporvary differences that
arise from the elimination of URP
;fasui‘ffng froma the intra- group

transactions.

As per AS 2.2, deferred tax in
consolidated financials are a simple
aggregaf:[on of the deferved iax

vecognised by the group entities

VpraspTL arising out
of Revaluation of

Assels

el AS. 12 mqw‘kes that DTA/DTL arising
frown revaluation of non~ depreciable
assets shafl be measured at tax rate
applicable on sale of asset vather than

thirough use.

AS 22 does not deal with this asfoem;.

. Changes in Entities
Tax Status or that of
its Shaveholders

ind AS 1.2 provides guidance as to how an
entity should account: for the tax
consequences of a change in its tax status

or that of s shareholders.

AS 2.2 does nof deal with this aspect.

Guidance for
Recognition of
Defevred Tax in a

Tax Holiday Peviod

Ind AS 12 does not deal with these

situations.

AS 22 speciﬁ'\c\aﬂy prow'dt;s guidance
veqgavding vecognition of deferved tax
in situations of Tax Heliday under
Seetions B8O-1A & BO-1B and Sections
10A and 108 of the lncome Tax Act,
19&1. Similarly, AS 22 provides
guidance regavding vecognition of
defevved tax asset in case of loss

under the head ‘capital gaing’

In case of a company
paying tax under

section 115JB.

tnd AS 172 does not deal with this aspect.

AS 22 spec}'ﬁ'caffy provides guidance
regarding tax vates to be applied in
measuring DTA/DTL in a situation
where a corapany pays tax under

sgetion L15JB.

Guidance on
Uncertainty Over

Income Tax

Treatment

Ind AS 1.2 gives special guidance on it

AS 22 gives no such guidance.




1. DEFINITIONS

Tangible items 1 production or supply of
goods or seyvices

Held for use in: for rental to others

Expected to be used for N for administrative purposes

more than one period

Living Plant -

used in the production or supply of
agricultural produce

BEARER PLANT . e | 2¥peCled to bear produce for more than

one period

[ has a remote likelihood of being sold as |
| agricultural produce, except for
fncidental scrop sales

F

NOTE: When beaver planis are no longer used to bear produce, they might be cut down and
- sold as scrap. For exavaple, - Use as firewood. Such incidental serap sales would not prevent

plant from satisfying the definition of Bearer Plant.

2. RECQGNITION CRITERIA
PPE RECOGNISED
AS ASSET IF AND

ONLY {E:

“PROBABLE FUTURE ECONOMIC BENEFRITS, AND
<COSTS CAN BE MEASURED RELIABLY

% . GUIDANCE ON WHETHER FOLLOWING ITEMS ARE TQ BE RECOGNISED AS PPE:




Treated as PPE
ONLY If Definition
and Recognition of

PPE met.

Otherwise Treated as
fnventory (IND AS
2)

o

Aggregate
individually
insignificant items,
such as moulds, tools
and dies, and apply
the criteria to the
aggregate value, IF

They tndirectly assist
other assets to
achieve FEBs, hence

: PPE.

\ APPROPRIATE

3. MEASUREMENT

" INITIAL MEASUREMENT

" (Always at COST)

. ents or . . ,
Components of comp fnn nes o If asset is acquired If asset is acquived
. . Cost if asset is | _ .
cost if asset s SELF 1 by way of by way of Govt
f ' EXCHANGE
PURCLASED xenana

Grant

Use same principles as
Purchased Asset (+)
& 2 ol Borvowing Cost (as per
IND AS 235)

Refer Note 1 As per
INDAS 20

| Refer Note 3 |

. NOTE 1: COMPONENTS OF COST IE ASSET IS PURCHASED
. a. Purchase Price. (LESS Trade discounts and Rebates) |
b _Non-refundable Taxes

. ¢ All Divectly Attributable Expenses.

> INCLUDES : Employee Costs, Cost of site, Defrwrg, msta!‘fat;on, cost of testing less

| proceeds from sale of product avising from test production, Professional Fees,

(Amendment / Clavification: The excess of net proceeds from sale of items produced

during testing will not be credited to P&t fe. it will be deducted from cost of PPE)




¥ DOES NOT INCLUDRE: Inauguration expenses, Advertising and promotional costs,

Trafning costs, Administration and other general overheads, initial opevating lossss,

Cosis of velocating entity's operations, the income and related expenses of using

under construction PPE for eg. Using as car parking site - should be vecognized in

o the r“m.co_m_e s-i:m’:_ement.

i d. Cost of decommissioning/dismantling and site restovation AT PRESENT VALUE (Also at

.each year end unwind the discount as the above cost of decommissioning has been
i recovded at PV)

JE for unwinding at each year end
Finance Charge Dr.

To Prov for Decommissioning

INOTE 2: DEFERRED CONSIDERATION

lo Mf_pagment is deferced beyond normal credit terms then the cost of PPE will be cash

. price equivalent at the vecognition date. L
s Difference between the cash price at vecognition date and the total payment is vecognised

... a8 Interest expense over the credit peviod.

5 MOTE. 3: EXCHANGE QF ASSETS __
1“ Pref: FV of Asset Given Up + Cash Paid (n‘ any)
_ 2"‘"‘ Pref: FV of Asset Acquived,

Provided the transaction
| DOES NOT Lack

Commercm! Substance®
‘5*’“ Pref: Carrying amount of Asset: Given Up + Cash Pawl (:F any)

i

{!F Transaction lacks Commercial Substance,

”“ A transaction lacks commercial substance is futurve cash flows (Risk, tiraing & Amount) are

_FNOT axpecied to change a8 a result of the transaction, (:.e Cash flows from New Acquirved




SUBSEQUENT
MEASUREMENT
COST Model S REVALUATION Model

= — |

[ Faiv Value on Date of Revaluation

Cost

i Less: Accumulated Depr | Less: Subsequent Accumulated Depr

: Less: Aceumulated mpairiment ' . Less: Subsequent Accumulated tmpairiment
1| Losses (As per IND AS 56) | Losses (As per IND AS 56) :

REVALUATION MODEL.

] .
._ : | E
1 0 Frequency | i) Trgatmeni: of i) Revaluation to be || iv) Treatment |- v) Transfer of
| of : Accumulated applied to entive of Revaluation | | Revaluation Surplus
1 vevaluation || Depreciation on clags of Assets Gain & Loss to Retaingd Earnings
S e dﬁte OF RGVﬂfuatfon L ¥

) FREQUENCY OF REVALUATION

If significant and volatile
Changes

Frequency of
Revaluation

If insignificant Changes = Every B-5 Years

iy STREATMENT' QF ACCUMULATED DEPRECIATION ON DATE OF REVALUATION




Treatment

A

]

Technigue 1 ~ Acc. Depy | I .| Technique 2 - Ace. Depr
NOT Eliminated _ _ _ Eliminated
{ Gross carvying amount is adjusted in a manner that is N r’ N
consistent with vevaluation of asset. | Journal Entry
Steps: 1. Ace. Depr A/c Dr.
1. Find % Gain/Loss : C To Asset A/c
= Reval G/L + Carrying Amt -1 2. Asset A/¢ Dr.
2. Increase Ace Depr and Gross Block of Asset by above % To Reval Gain A/c
3. Journal Entry o
Asset Ale Dy k’— e cssce = stz “J
To Ace Deprn A/c C
\_ To Reval Gain A/c -/
_t'ff).__._;REVALUATfON TO BE APPLIED TO ENTIRE CLASS OF ASSETS
® ;:h" an item of PPE is revalued, the entire class to which that asset belongs shall be vevalued,
> A class of PPE is grouping of similar nature and use in an entity’s opevation. (Examples of
_ gsepamfe classes: lLand, Land & Building, Machinery, Ships. Aiveraft, Motor Vehicles,

¥ Elmdusf:waf burfdmg (such as Factoms) and office bm!‘dmgs can be classified as diffevent classes

. lof PPE since they have diffevent characteristics.




REVALUATION GAIN & .

L.OSs
Fivst Time Subsequent
B | pp— I| 5 . S pee———" N g
revaluation j | Revaluatio § . = | Revaluation] | Revaluation
ciafn n Loss o Gain o Loss
oct (NR)| ] paL || Whether the asset had Gain Whether the asset had Gain
- 4 or Loss in Previous Years? |- - .- . .§ or Loss in Previous Years?
" I : - 1
o e . pemm———
Previous | previous | Previous | | Previous
Gain Loss Gain | Loss
Transfer. ( Transter N o cer Curvent ) | Transfer
Curvent Current Gain to Loss to OC! (NR) | Curvent |
| Gain to P&L. to the to the extent it {Loss to P&t
. NR) extent f‘t overses [P
o reve'rses Previously
Previously recogrised CGains
recognised in OCL
Losses in P&l.
. Balance of Loss (if
Balance of Gain § - Lany) - Trf to P&LJ'

N (fany) -~ Tefte |
Y QL A

v) TRANSFER OF REVALUATION SURPLUS TO RETAINED EARNINGS

Transter of Balance in
Revaluation Surplus to RE
|1

T
When PPE g

Excess Depreciation . .
r Disposed/Devecognised

¢ Excess depr = Depr on vevalued avaount {-)
Depr on Cavvying Amount if the asset was
NOT revalued

Transfer Full balance of
revaluation surplus to
RE (This is NOT

Such Excess Depr CAN be transfered to RE optional)

(This (s optional)




 Caution: The above Transters will NOT take place through PeiL.

COMPONENT ACCOUNTING _ L
> Each Significant part of PPE with a cost that is significant fn velation to the total cost
 should be depreciated sepavately. Even if the cost is NOT significant, then also component

_ éarcoum:‘mg can be followed,

) .ff?e .depmcr.a_teo{_togethw.. S
when significant pavt/component is veplaced, old carrying value of replaced part will be de-

_recognised and new carrying value will be vecognised.

‘SUBSEQUENT COST INCURRED

cosTs | -

. .@..

: i
Repaivs & Maintenance | [ Replacement e f Major Inspection
(Day to Pag sorvicing Cost)} e Pagts.. } L & Overhaul
Charge the S %PPI‘H COWlpOﬂBI’It Accounﬁng A Treat ac Sepami:e Part &
expense to ":' When F“Vt;“m 4 epfac{;d, -1 Apply Component Accounting.
P&l arecognise old & recognise Also Refer Note below

_hew mrmmq vafue

N Jote: In mrtm! Cost of’ PPE, the cost of inspection is a_freqdy__;‘n_c__fude_d! thevefore depreciate

_;_tha.f: cosk separately applying component accounting.

:fWhen further :'nspectr‘on is carvied out, the cost of new :’mspect:’on is recogm‘sed in the

LAND & BUILDING

F “r’!nese are separable assets and ave separately accounted, even when they are acquived




o If life is Infinfte Now ~ Depreciable | -

It life is finite =—-  Depreciable

Depreciable

7. DEPRE,LOL\_I

DEPRECIATION """

Depreciation | Depreciation Depreciation
Mothod P oeriod LTI ENTEENIY MR

I... t

2. WbV S S H PR ()
= i ! .
3. Units of Wam EaTier of ‘T Residual

Production Method 11 \when asset is i) Asset classified as Held for

Note: Depreciation |- | AVAILABLE | | sale - as per IND AS 105 OR
based on vevenue - | - FOR USE

a " d
\tnappropriate ) u')Derecogm;ej d( )Sc vapped or

L Al‘so ref"er Note befow v

fNof:e Deprecmfron DOES NOT cease when an asset is idle or retived From use for sm‘e (unless
it is fully depreciated). However, depreciation way be zero under the “units of production
method”.

8. _5_gE§fDUAL VALUE

5 Ut is estimated vaa‘ue of de;aremabl'e assets at the end oF its use{"ul' a'rf"e

> M vesidual value excends carvying amount, then depreciation is zero.

q. _i_ussFUL_ LIFE

R %Number of years assel is hkelg to remain in Service, and prowde bemeﬁtﬁ.




20 ANNUAL REVIEW AS PER _(ND _AS 8 - ACCOUNT!_NC? POLICIES, CHANGES IN
ACCOUNTING ESTIMATES AND ERRORS

B _fDepvecr'aﬁfm Method, Residual Value & Useful Life shoulel be veviewed at cach Yyear end.

ff any Change ~ Then i should be accounded for as CHANGE IN ACCOUNTING ESTIMATE

11 AMPAIRMENT L o
> fmpawment vesting and ivapaivment losses are accounted as per tnd AS-36,

n certain civcumstances a thivd party will compensate an entity for an fmpaicment foss

(Eg tnsurance for five damage). Such Copapensation received will be vecognised in P&L.

B Recogmzmg the compensation as deferved income ov deducting it from the :mpmrment loss

ON

. 12. DERECOGNITI

» Demcogmse the Asset when:

a’)D:sposed OR iNNo FEBS are expected o
nJ Gam/Loss on Derecognition = Net Proceeds (-) cavvging Apmount e
Gam/Loss should be f:mmsf’erred to P&l it should NOT be classified as Revenue it will be
ishown under the head of Other Income.
e x- CHANGES IN_EXISTING DECOMM!SSI‘ONINGJ RESTORATION AND SIMILAR LIABILITIES
( Appendix A)

3 C‘hanqes in cost of decormissioning may vesult from change in timing or amount of outflow

o change in discount vate. It shall be accounted for as under: L




TREATMENT OF CHANGE IN
COST OF DECOMMISSIONING

Model

If asset is Measured Using Cost

Incirease in

Liabifity

Decrease in
Liability

If asset is Measured Using
Revaluation Model

Increase in
Liability

Decrease fin
Liability

Add to the Cost of

Asset

Deduct from the cost

of Asset

Treat as Revaluation

Loss

Treat as Revaluation
Gain

Asset Alc Dv. _
To Prov for Decomm

Prov for Decomm Dr.
To Asset A/c

Reval Loss Alc Dr.
To Prov for Decomm

Prov for Decomm D
To Reval Gain A/c




1.

SCOPE

of:her than:

@ This Standard shall be ap,e,offed bg an emmployer in accounting for afl emp!oyee bemeﬁf:s

v Benefits to which tnd AS 102, Share- baseﬂd Payvaent, is apphcabte. o

= Reporting by employee benefit: plans.

2. EMPLOYEE BENEFITS

EMPLOYEE BENEFITS

C;""’

Short Term Post Other Long Term .
Termination
Employee Employment Employee .
; : Benefits
Bemeﬁfs Beneﬁts Benefits

NOT E: For the purpese of this Standavd, __empl'ag_aas__fnctude divectors and other

‘management personnel,

5. SHORT-TERM EMPLOYEE BENEFITS
A. DEFINTION

SHORT-TERM

Employee benefits (other than termination

benefits)

EMPLOYEE

BENEFITS

Expected to be settled before 12 months after
"N the end of veporting peviod in which employees

render service

‘ ‘»haw, term employes Beneﬁfs include:

B Weages & salaries, Paid annual & sick leave, F‘roﬁtmsharmg and bomucss atc._




‘Expense, OR

Asset (If amount alveady paid exceeds amount of benefits, recognise
that excess as an asset (prepaid expense) to the extent prepayment
will lead to a reduction in future payments)

DERIT

oash, OR

CREDIT - . . . T
oLiability (I the amount is unpaid, recognise the expense as liability)

s NOTE

a) Amount wn‘! NOT be drscaunted

b ._g.!f emplogee was involved in construction of Asset or lnventory - The expense will forms part
‘of the Cost of Asset (IND AS 16) OR Cost of lnventory (IND AS 2). -

C. 'SHORT ~TERM PAID ABSENCES
) ACCUMULATING PAID ABSENCES

a E'!”.'nesa are the'_absences that are carvied forward and can be used in future peviods i the

emp!oyee is not able to use them in current peviod. They can be either: N

f » Vesting: In this case, emplogees ave entitled to a cash-payment for the unutchsed_
leaves; and e . S e S e

s Non-vesting: In thrs casg, empfogees are not ent:t!ed to a cash pagmenf For unused

a Am eni:ftg sha!f Recognise & Measure in curvent year the additional amount that tfne entity
expec:‘:s to pay as a vesult of the Unused Paid Leaves, that has accumulated at the end of

f.f?f’.‘.e. reporting peviod.

_ u) NON~ACCUMULATING PAID ABSENCES

e “ihese are the absences that do not carry Forward and theg w;ﬂ fagose if the curr’em‘: ;oewoo{ s
t‘eave entitlement is not used fn full by the employee.

___‘5” “l"’heg do not eniitle employees to a cash payment for unused entitfement on feavmg the

 entity. Therefore, entity shall NOT recognise any liability or expense.

. PROF!T—-SHARING AND BONUS PLANS

R _Expected costs of profit-sharing and bonus plan«; sha” bsa recogmsed om‘y when;




. d) The entity has a present legal ov consteuctive obligation to make such pagments as a
- result of past events; and o o

b)y A veliable estimate of the obligation can be wade by the entity.

An obligation undar profit-sharing and bonus plans vesults from employee service and not
From a tronsaction with the entity's owners. T herefore, an entity vecognises the cosf of
proﬁtwharmg and_bonus plans NOT as a distribution of profit but as an expense, o
_MQTE 1f profit-shaving & bonus payments ave not settled before the 12 months after the

end of the repoytmg period in which the empfoyees vender the related service, those

4. POST-EMPLOYMENT BENEFITS
A DEFINTION

[Employee benefits (other than termination benefits| -

< ooer and shovt-term employee benefits)

EMPLOYMENT __
BENEFITS |

That are payable after the completion of
emplogment

e Post«-emp!oyment beneﬁts include: o
) Retirement benefits such as pensions & fump sum payments on retirement; and
]

‘employment medical care.

LASSIFICATION OF POST EMPLOYEMENT BENEFIT PLANS

: The entity’s obligation is limited to | A he entity’s obligation is to provide the
the amount that it agrees to agreed benefits to curvent and former
contribute to the fund : employees.
| Eg: Statutory PF, Mediclaim ete. | | | Eg: Gratuity, Medical Reimbursements efe.
| Actuarial visk and investment | - | Actuarial visk and investiment visk will
risk wifl falf on the employee | == tee - fall on the entity and not on the
and not on the entity _ employes

Other post-employment benefic such as_post-employment life insuvance and post-




& Actuarial Risk: 1t is the risk that benefit {Itabfhf:g for entity) amount will be less/more than
fexpeci;ea{.

;the liability.

. iACCOUNTING FOR DEFINED CONTRIBUTION PLANS

'Fﬁ“’_é'ﬂhe entity shall vecognise the contribution payable to a der"med contwbuf:mn pl‘an bg EBE

_ ;(E:XP) Afe  Dbr
To Cash / Liability (if unpafd)

) _f-"f‘§0bhgatr0n (Liability) it falls due within 12 months from the end oF reportmg pewod are__

‘measured on an undiscounted basis

*-iéf‘f_foscountmg is done where the obligation falls due AFTER 12 wmonths after the end of the

_ ?amua!__reparting period in which the employees render the related service

D ?ACCOUNTING FOR DEFINED BENEFIT PLANS

s éPro\;ected Unit Credit Method (PUCM) is used bg an_entity to determine the pmsani: value

of its defined benefit obligations and related curvent service cost @r,gqi past service cost.




T L. Curvent Service Cost (C5C)

- 2. Defined Benefit Obligation (DBO)

= A, Interest Cost

1 4. Actuarvial Gain/t.css on DBO

= 5. Past Sevvice Cost (PSC)

B 6. Plan Assets (PA)

7. Expected Return on Plan Assets

= 8. Actuarial Gain/Loss on Plan Asset:

DEFINED BENEFIT PLANS
!
i

s 9. Curtailment & Settlement

. .- . . ..t 10. Net Defined Benefit Liability / Asset
= 11. Net tnterest Expense / Income
e 12. Asset Ceiling

- 1.3. Remeasurement Gain / Loss

EXAMPLE (To understand, the above terms in a better way) . S
L XYZ Ltd. Limited hived My, Aakash for Salary of R 10 lakhs per annum. He is entitled to

Gratuity which will be 1% x Final Drawn Salary per annum x No. of completed years of

_fsem’ce- - L
Expected growth rate (increment) in salary each year = 10%
Expected Employment Period = 5 years

Discount Rate = 10%

SOLUTION:

_?Gmf_:w‘ty Payable = 1% x Final Drawn salary per annum x No of completed years of service




Final Drawn Salary = 10 lakhs x (1.20)" = 14,64,100

(Note: Employee will get only 4 increments and Not &

_?;Year.z Beginning and so in 5 years he will get only 4 increments)

‘Therefore, Gratuity Payable =

1% X 14.,64,100 x 5years = T 73,200

7 as he will get the 1% increment in

‘Expense of 73200 is for 5 years therefore will be booked each year because even if it is

_?payabfe after 5 years (Expected Retivement), it is earned by employee by working for 5

years. Also, we follow accrual basis of accounting & not cash basis.

Expense to be vecognised each year = 73,200 = 14640 each year.

5
_E;ear End | Cash Flow Dfscouhting Present v4 .
E Factor (Approx.)
11 14,640 | Payable after 4 years (as we are book 0.683 10,000
| exp at the end of year 1) |
12 14,640 | Payable after 3 years lo7st  |11,000
3 14,640 | Payable after 2 years 0.826 12,100'
14 14,640 | Payable after 1 year 0.909 13,300
| s 14,640 | Pagable after O year 1 14,640

_INOTE: We discounted the expense to be booked each year as they are to be payable after 12

5'_mo_nths from the end of reporting peviod.

JOURNAL ENTRIES AND MEANING OF KEY TERMS
. [AT.THE END OF YEAR 2.

E ooking Gratuity Expense e .
‘Curvent Service Cost (P&L — EBE) A/¢ Dv. 10,000
| To Defined Benefit Obligation (DBOY A/ec. . . 10,

CURRENT SERVICE COST (C5C)

oo .

h‘: is the incresse in the present value of the deﬂneaﬁ benefit obligation vesulting from




avmployee service in the current yoar.

2. DEFINED BENEFIT OBLIGATION (DBO)

T is the present value of expected fuf:we payments requived to settle the obligation vesulting

 from employee service in the curvent and pmor periods.

b. AT THE END OF YEAR 2

..:')___;Unwfndr'ng of Piscoynt
.?_Inte.res_t Cost Ale (P&L. — EBE) I.?r.-___' .. 1000
TePBOA/ - . . 1000
- (10,000 x 10%)
__u) Eookmg of Gratuity Expense for Year 2.
_._-CS_C.AK;..D&_ e 12,000
. TePBOA . gioon

INTEREST COST ON PBO

H: is increase in the value of DBRO because of passage of time. (Openmg PV of DBO x Discount
Rm‘:e)

_¢. AT THE END OF YEAR 5
) Unwinding of Discount
Cinterest Cost A/eDri aa00
: TePBOALe . 2200 o
(Openmg DBO in Yemﬁ 3 e (10,000 + 1,000 + 11,000) X 10%)
i), Booking of Gratuity Expense for Year 3
._-CS_C.A/C.D_K... S e LR23000
TebBOASC . 12100

d. ATTHE END OF YEAR 4

0 Unwinding of Discount

_;_!ntera_sv:__Co_s_t Adebr. L3630

TebBOAe L B.e30




(Opening DBO in Year 4 i¢. 36,300 X 1O%)

: Bo0king of Gratuit ense for Year 4.

‘es¢ Adepv. 13510

' ToDBOA/C . . . . 1B3lO

e. AT THE END OF YEAR 5

i), Unwinding of Discount

Interest Cost AeDv. . . S324
: TePBOA/e . . . ... .. .L.sB24 L
(Opening DBO in Year 5 fe. 53.240 X 10%) . ..

 if) Booking of Gratuity Expense for Years - ..
eSCA/eDr. . 14640 |

ToDBOAe . e AR0R0

" DBO Balance at the end of 5™ Year = 73,200 (Approx.)

DBO Ale Dv. L TBRZRO
To Cash/ Bank Ade . . .. 73200

The above exavaple is solved assuming:

v There are ne changes in_actuarial assumptrons T

= No additional adiustments ave needed to reflect the pmbab;hty that the emp%‘oyee___________ )

4. ACTUARIAL GAINS & LOSSES ON DBO

?T hese are changes in the PV of DBO resulting from actuavial assumption change, expevience

f-.adj ustments ete. ( Fu‘t_u.sr_e saolary increment, number of years of sevvice, discount rate,




CEF

5. SPAST SERVICE COSTS (PSC)

T These are changes in the PV of DBO for employee service in priov periods, resulting from a

pt‘an amendment (Exampte Gratuity of 1% was increased to 3%) or a cuvtallment (discussed

-_fate.r in point 2)

be used to on!‘y Fosf sei:t!ement oF DBO and ave not avau'abt‘e to ent:tys own creditors (even__
in_bankvuptey), and cannot be returned to the reporting entity EXCEPT when plan assets

are in excess of DBO.

e "-Pfan Assets should be measured at Fair Value.

7. fEXPECTED RETURN ON PLAN ASSETS

fo Fmd :‘:he PV oF DBO.

U is ealeulated as: Plan Assets x Discount Rate (Expected Rate oF Ref:um)




8. ACTUARIAL GAIN/LOSS ON PLAN ASSETS

& iThis is the return on plan assets excluding expected veturn. Since Plan assets are to be
valued at Fair Value, there will be difference between expected veturn and actual veturn

‘which is known as actuarial gain/loss on plan assets.

¢ |ACTUAL RETURN ON PLAN ASSETS

o | Expected Return on PA (+) Actuarial Gam on PA( )Actuawal Losson PA
(Actual Return Comprises all the following: Expected Interest Imcome/!‘)twdend Income (+/ ) o

Realised Gains/Loss (+/-) Unrealised Gain/loss (-) Cost of managing PA () Taxes)

'CURTAILMENT & SETTLEMENT

CURTAILMENT SETTLEMENT

Curtailment arvises when an entity significar A settlement occurs when an entity settles
| veduces the number of employees covered by Defined Benefit Plan before the due date.
plan. A curtailment may avise from closing o (Example: DBQO of 1,00,000 setiled

| plant,  discontinvance of an  opevation | 40,000}

| termination or suspension of a plan.




| Journal Entry ' ' Jowrnal Entry to withdraw funds from plan

| pBO A/C Dr assets
To Gain on Curtailment / PSC (P&L--EBEY | Bank A/¢ Dr. 20,000
To Plan Assets A/c F0,000

Journal Entry to Settle DBO

DBG A/c Dy, 1,000,000
To Bank A/¢ 90,000 |

To Gain on Settlement (P&l ~EBE) 10,000 |

LA NET DEFINED BENEFIT LIABILITY / ASSET -
L Under IND AS 1.9, the Plan Assets and PV of DBO arve netted off and presented in Balance .
sheet as Net Defined Benefit Asset / Liability
IF PV of DBO arve Greater than Plan Assets. then it is Net Defined Eeneﬁt Liabn‘rty (afsa_,___

knowm as Net Deficit) which is to be presented on liability side. e
______ ké"IF Plan Agsets are Greater than PV of DBO, thewn it is Net Defined Benefit Asset (m’so known

_ __Jgter_rm._ﬁpmf: _3.-2)____ R

12, NET INTEREST EXPENSE / INCOME

_ _C_?“._;Undar.fN_D_ AS 149, interest vate is same for booking interest expense (unwinding of discount .
_on DBO) and booking, interest income (expected return on Plan Assets)

T interest expense is wore than interest income, then in P&l under EBE Net Interest

. :Expense (Interest Exp () intevest Income) will be shown.

12. ASSETCEILING . .. . . . e
L é!F plan assets are greai:er than DBO (le, Net Defined Benefit Asset), then excess should be

i LB Entity has the mght to recover such excess in the form of vefunds; OR.

8 Entaf:g can veduce its future contributions to the pl‘an

) ,.__far redu._c_tmns.m_. Fuwre_co_nm&utwm,_ SR

P Net Defined benefit asset is the lower of.




5 Plan Assets () DBO; and
n  Asset Ceiling

f"inrs means the Net Defined Benefit Asset (Net _,wpius) to be showsn in the balance sheet

EXAMPLE
‘PBO = 1,00,000
Plan Assets = 1,10,000
__Asset Ceiling = 4,000

SOLUTI'ON o e
Net Defined Beneﬁt Asset (Net. Surpl‘us) Before Adjustment of Asset Ceafmg 10,000

However, as the asset ceiling is 4,000, an adjustment should be made for 6,000 (10,000
__ ;_(_.—..). 4000) ...

_'Net Defined Benefit Asset (Net Surplus) After Adjustment of Asset Ceiling = 4,000 .

JOURNAL ENTRY L
_ Remeasurement Loss A/c (OCI-NR) Dr. 6,000

_ To Plan Assets (Net Surplusy = . 6,000

| 13, REMEASUREMENT GAIN / LOSS

W1t Comprises:

n  Actuarial gains & losses on DBO;

» Actuarial gains & losses on plan assets; AND

n  Any change due to asset ceifling

L% DEF!NED BENEFIT PLAN -~ PRESENT ATI‘ON SUMMARY

S_TATEMENT OF PROFEIT & LOSS - DRAFT

PROFIT & LOSS




Employee Benefit Expense

Curvent Service Cost i
| (/) ncrease/Decrease in Past Sevvice Cost 24
(Due to Plan Amendment, Curtailment or Settlement)
(+/-) | Net tnterest Expense / Income X¥
. {Interest Expense on DBO (-) Interest Income on Plan Asset) _
b:44
| B. OCt -NR B
Remeasurement Gain / loss
| (+/-) | Actuarial gains & losses on DBO; XX -
: (+/=) | Actuarial gains & losses on plan assets; AND X,
| (-) | Changes (Loss) due to asset ceiling XX
xx
BALANCE SHEET
I A LIABILITY | B
- NET DEFINED BENEFIT LIABILITY
Defined Benefit Obligation (Note 1) XX
107 Plan Asset (Note 2) KX
8. ASSET
\ NET DEFINED BENEFIT ASSET
Plan Asset XX
(-) | Defined Benefit Obligation ®x
Net Defined Benefit Asset (Before Asset Ceiling Adjustment) xX
(~) | Changes due to Asset Ceiling XX
Net Defined Benefit Asset: (After Asset Ceiling Adjustime xx




Nom 1 — DEFINED BENEFIT OBLIGATION

| NOTE 2 — PLAN ASSET

R ATTRIBUT!ON OF CURRENT.SERVICE COST TQ EACH YEAR QF SERVICE .

L The attvibution of curvent sevvice cost to a year of sevvice should be done only if the unit. of.

5ewwe rendeved. in that. peviod. gives vise to an additional unit of benefit to employee (ie.... . .

fmb;i‘rty for entity) .

@ i the emplogees sevvice in later yeavs. gives vise to.a higher level of benefits than the earlior
4 4 9 g

..-;geasfs, an. entity. is vequived to. attribute benefis over .a straight-line. basis over the eligible. .. .

. .ipevf*r’od. -
& Eligible_Peyiod:

o Gtarts from ~ the date when seyvice by the employee leads to. benefit accrual AND.

s Ends on - the date when further service by the employee. does not give rise to. any ...

additional berefit entitlevaent. .

Opening Plan Assets K|
(+) | Expected Return on Plan Asseis ( lmreresf Income) o MK
(+) | Contributions to Plan Assets : x|
() | Withdrawals to Pay Benefits (00|
(¥ | Actuarial Gain on Plan Assets ) XX
(-) | Actuarial Loss on Plan Assets (xx)
CLOSING FAIR VALUE OF PLAN ASSE XX

O;oemmg Defined Berefit (Jbl'w;auom | | " _ .oy
(+) | Interest Expense LLal
(+) | Curveni Sevvice Cost xRL.
(+) | increase in Past Service Cost _ : A
(~) | Decrease in Past Sevvice Cost : S oy
(-) | Gain on Curtaiment / Settlement _ . ' Gy
() | Bernefit Paid | (Rx)_ L
_ (~) | Actuarial Gain on DBO S ' (ad)|
e Actuarial Loss on DBO x|
. CLOSING DEFINED BEMEFIT OBLIGATH X



% SPECIAL PLANS

MULTI-EMPLOYER
PLANS

GROUP PLANS

STATE PLANS

INSURED BENEFITS

“These are plans that
| pool the assets
contributed by
various entities (not
group companies)
and use those assets
to provide benefits
to employees of
those enitities

“These can be DCS or |

DBS based on terms

sGroup Plans that

shaves risk betweaen

entities undey
common control
(Eg: A Pavent & its
Subsidiaries)

*Usually these are

- DBS, but in some

cases it wmay DCS
based on terms

*State Plans are
established by
legislation to cover
all entities and are

operated by national {

or local govt. or
another body. (Eg:
EPF)

| = These are usually

DCS, but in some
cases it may be PBS
based on terms.

*Entity oblains

insurance from
insurance co.
towards res
vetivement benefit
plans by paging
insurance premium.

| <IF entity has no

obligation to pay
beyond premium
amount, then it wilf
be DCS, Otherwise
pBs

_ *DCS — Defined Contribution Plan, DBS ~ Defined Benefit Plan

= OTHER LONG-TERM EMPLOYEE BENEFITS

MEANINQ

_“5‘ Emp!ogee beneﬁts which are expeci“ed to be setf:fed aFi:er 12 months From the end m"

reporf:mg peviod.

For example: Long-term pafd absences such as mbbat:caf feave; Jubdee or other long-service

.;&eﬂ@fr&.s;..__fqngrtew disability benefits; profit-sharing and bonuses; deferved verauneration

ete.

B ACCOQUNTING

@ Accoumtmg aF Other t‘ong ~term benefit is same as Deﬁmd Beneﬁt P!an under Post

Emiofoammc Benefit (ie. using Projected Unit Cost Method) EXCEPT Remeasurement

_iGain/Loss will be recogmsed in P&l and not OCI.

e

ey The reason being measurement of othey !ongmi:er"m emp{ogee beneﬁts is NOT usuat‘fg cu{aJect

:t? the same degree of uncertainty as the measurement of post-employment benefits:




. TERMINATION BENEFITS

A. MEANING
= Termination benefits results From efther an entity’s decision to terminate the employment

pmvrded

. .?..Examme:.\r.’qfuntary Retirement Scheme, Retrenchiment Scheme

# Termination benefits do wnot include employee benefits yvesulting from termination of

_.Eempfoyme.nt_at the vequest of the employee without an entity’s offer, or as a vesult of

_._;mandat_ary,_re;ﬁr@mentvre,quiremrwﬁ, because those benefits are post-employment benefits

. ACCOUNTING.

= An entity is requived to vecognise a liability and expense for termination benefits at the =

_Q;EAR.L!ER_ of the following dates: e

_when the entity can no longer withdvaw the offer; OR e
= when the entity vecognises costs for a vestructuring which is within the scope of Ind AS
L BT e :
iF the termination benefits ave expected to be settled after 12 months afier the end of

lreporting period, discounting should be applied.

_ QNO_TE;OMy that part of benefit which is exclusively linked to termination can be recovded
las termination benefits. If any past of the compensation is linked to employee’s future
service, then that part should be recovded as a service cost and not tervmination cost.

' _EEXAMPLE ON TERMINATION BENEFITS

_.E.An_ent_t‘ty. plans to close a factory in 10 months and terminate the employment of afl the

_icomplete some contracts, it announces a plan of termination as follows:
; =y

»  Each emplogee who stays and renders service until closure of the factory will receive .




30,000,

= Ewployees leaving before closure of the factory will receive 2 10,000.

_ ;There are 120 employees at the factory. At the time of announcing the plan, the entity
é_exPecf:s 20 eyployees to leave before closure.

Thevefore, the total expected cash outflows under the plan ave ¥ 3,200,000 (ie 20 x T .

10,000 + 100 x X_30,000).

b

__5__t.h.eg. provide sevvices for full 10 month are in exchange for services provided over that

'SOLUTION:

The entity accounts for benefits provided:

= in exchange for tevimination of employment as termination benefits; AND

= in _exchange for services as short-term employee benefits.

EITERM_!A{ATION BENEFITS: The benefit provided in exchange for termination of employment

!s R 10,000, This is the amount that an entity would have to pay for terminating the

femploywnt regardless of whether the employees stay and render service until closure.
__éTherﬂ_F_ore,_.the__em:f'tg. recognises a liability of ¥ 1,200,000 (120 x ¥ 10,000) for
termination benefits at the earlier of when plan of termination is announced OR when

“entity recognises the vestructuring costs associated with the closuve of the factory,

SHORT TERM EMPLOYEE BENEFITS: The incremental benefits that employees will veceive if

period _and will be accounted as short-terma employee benefits (to be settled within 12

_expense of ¥ 200,000 (T 2,000,000 + 10) is recognised each month for tem months, with a

corresponding increase in liability.
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MEANING

GRANT

CEOVERNM ENT

Assistance in the form of transfer of
resources to an entity

[ return for past or future compliance]
with certain conditions

| EXCLUSION FROM ACCOUNTING OF GOVERNMENT GRANT

Govt assistance provided in the form of benefits such as income tax holidays, investiment tax

credits, accelevated depreciation.

Govt participation in the ownership of the entity

'Gov‘t grants that will be covered by Ind AS 41 (Agricufture)

aovt grant which cannot be reliably measuved.

'Immsacttom ‘with government that cannot be drsngurshed ﬁfom the normal trading

‘transactions of the entity

Note The significance of the benefit in the above exampfes maty be such that d.rsc?oswe of )

_%.W nature, extent and duration of the assistance is necessavy in ovder that the financial

'statements may not be misleading.

RECOGN‘!T!ON OF GOVERNMENT GRANT

it should be recognised
only when there is a
reasonable assurance
that:

a)Entity will comply with the conditions attached to the
grant; AND

AbYGrant will be Received

ACCOUNTING FOR GOVERNMENT GRANT |




NON-MONETARY G (IN KIND)

Option 1

Option 2

Recognise the (GG(as deferved income) & Asset

both at Faivr Values

GG will be trf to P&L over the periods matching

Recognise the GG & Assel at

Nominal Value (% 1, 100)

with depreciation expense on those assets.

MONETARY GG (REC'D IN CASH)

GG RELATING TO ASSET

i

GG RELATING TO REVENUE

{ Depreciable Asset ]| -  Non-Depreciable Asset ) - For past expenses’y  { co ovront
B Option 1: incurved / future
o 1'&.0 PR Deduct the Grant from Cost OR expenses
Recognise the . . . :
GaG as deferved Qplion. 2: Fm:a:craf :Mf-gfﬁ Rec& nise
. Recognise the GG as deferved | . | Wth no turther | g
income & tvf to ) e iy L cosE ) the GG in
periods _ i 1 { Recognise GG in Y} - which
matching with Conditional Unconditional P&l velated
depreciation immediately, expenses are
expense on (Recognise GG ) | Recognise Full | | when the grant | recognised |
9 ts‘aos? assets. us deforved GG in P&L on becomes
ST B income and day 1 A receivable  J. .. ...
- . ™5
Option 2: trfto P&L e .
pver the g
Deduct the .
period thai
grant from bear the cost
Cost of the ear e ico '
of meeting | = .
asset. o
' J \the obligationj
NOTE:

e C:G recognised. in P&L may either be shown under the head other income OR alternatively it

- é.may be deducted from the velated expense.




& .

B g_e_xc.ess .shqy_!d. be _tm.nﬁferre_d_ to P&L..tmmedmiefy«. -

lf‘ the on Receipt of Grant it was deducted from the careying amount of asset, then Refund

of Government Grant will be recognised by increasing the Carvying Amount of Asset. (The
. lcumulative pdditional depreciation that would have been recognised. in profit ov loss to date

lin the absence of grant shall be vecognised immediately in profit ov loss.)

LOAN AT LESS THAN MARKET RATE OF INTEREST

¥ The ‘benefit of a_government loan at a below-market vate of interest is tmated as & .

_.ggovemment grant.. U o ) .
iln this case, loan is measuved at Fair Value and recognfsed as per IND AS 109. The benefit

f.NP..A_S..?«?_-QFI & pmce.@ds r.e.c_e:_ved.t_s to _f:ze. treated.__as Ga.

F ?S_u_ch_ﬁ_a._.t's_ﬁransr*e_rre_d to Deferved Income & Recognised in P&L on a systematic basis over .

. the_periods in which the entity recognised the related expenses for which the benefit of the

loan (Grant) is intended to compensate.




1. OBJECTIVE & SCOPE = . .

OBJECTIVE

Transactions in |-+ - | Translation of FS into a |- . ) o 1 Trawslation of FS
. . : Foreign Operations
Foreign Curvencies | | presentation currency.

Foreign Operation

2. TYPES OF CURRENCY

TYPES OF CURRENCY

i
Foreign currency R Functional curveney | ... .. ..} Presentation curvency
A currency other than The cuvrvency of the primary The currency in
the functional curvency economic envivonment® in which | which the FS are
of the entity the entity operates : presented
¥

 *Primary Economic Environment — It will normally be the one in which it primarily

igenerates and expends cash. The functional curvency is normally the curvency of the

country in which the entity is located. 1t might, however, be a different currency.

v Presentation currency may be diffevent from the entity’s functional curvency.

' L ¥ .An eniity weasuves its assets, liabilities, equity, income and expenses in s functional

ceurrency. All transactions in cuyrencies other than the functional currency ave foreign

ourrency transaciions.




aY Y
Other factors that may
provide supporting evidence to
: . determing an entity'’s
ythat mainly influences sales prices for its functional curvency are
goods & sevvices. This will often be the 7 1 (SECONDARY INDICATORSY:
curvency in which sales prices are .

denominated and settled; and

(PRIMARY INDICATORS)

aythe currency:

aythe curvency in which funds
From Financing activities (i.e.
issuing debt and equity
instruments) are generated;
and

iNof the country whose competitive forces
and regulations mainly determine the
sales prices of its goods and sevvices.

bythe curvency that mainly influences
labour, material & other costs of -
providing goods & services. This will often
be the currency in which these costs are
denominated and settfed,

1 bythe currency in which
receipts from operating
activities are usually retained.

ENOTE
‘management will be required to use its judgrent to determine the functional curvency.
‘Management has to give priority to primary indicators before considering the other

Jindicators.

_ %:ACCOUNTING FOR FOREIGN CURRENCY TRANSACTIONS

i ft is a transaction that is denominated or vequives settlement in a foreign curvency (ie., a
curvency other than the functional currency of the entity), including transactions arising.

_when an entity:

a)y buys or selfs good.s or services whose price is denomrnafed in a foreign curyencys .

by bovrows ov lends funds with amounts denominated in a forelgn curvency; or

foreign currency.

A INITIAL RECOGNITION AT THE TRANSACTION DATE

K A foreign curvency transaction is initially recorded by translation in the entity's Fumcr‘:rona! i

.=¢wre._vf_t¢a at the exchange rate on the transaction date.

_?f'_'fw&\en the above mdtcators ave mcxed and f:he Functmnaf eurvency S not obwous,_the -

| ¢) otherwise acquives ov disposes of assets, ov incurs or settles liabilities, denominated ina



B. MONETARY VS NON-MONETARY [TEMS

MONETARY ITEMS

NON-MONETARY ITEM

Right te Receive a Fixed or determinable

Ihumber of units of curvency.

[There is NO vight to veceive fixed ov

determinable number of units of currency

{EXAMPLES:

*  Pensions & other employee benefits to be
paid in cash;

A= Provisions that ave to be settled in cash;

: lease fiabilities;

= Cash dividends that are recognised as a
linbility;

4®  Most debt securities are considered as

| monetary items because their contractual

~ cash flows are fixed or determinable.

EXAMPLES:
= Prepaid Expense OR Income Received

In Advance (On The Basis That No

Future)
°  Goodwill;
v Intangible Assets;
*  Inventories;
= PPE;
= Right-Of-Use Assets;
= Provisions That Are To Be Settled By

The Delivery Of A Non-Monetary Asset |

Money Will Be Paid Or Received tn The | |

. ESUBSEQUENT RECOGNITION AT THE END OF EACH REPORTING PERIOD . .

L TUAL the veporting date, assets and liabilities denominated in a._ foreign . curvency ave.

;tmnsfaf:ed._as. follows:

| SUBESEQUENT MEASUREMENT ,E o

B s X

|

- Monetary ltems

Non-monetary tems
measured at Historical
Cost

Non-monetary liems
measured at Fair Value

Exchange Rate at The
Reporting Date iLe.,
Closing Rate;

They remain at the
exchange rate at the
date of transaction

A
Transfated at exchange

vate on the date fair
value was determined

¥




<

E.

-

- e.g.

a) Inventories -~ measured at lower of cost and net realisable value.
b) Assei subject to impairment loss - lower of an assel’s carvying amount and Its
) recoverable amount. |
If such an asset is mom~maytgtqrg and measured in a foreign curvency, the carrying amount
is determined by compa_rr’ng;
a) Carvying amount stays at exchange rate on the date of the transaction (Historical
. Rate); & '
b)Y NRV or vecoverable amount, translated at the closing rate at the end of the reporting

period.

EXAMPLE:

A foreign curvency asset amounting to Euro 200,000 s vecorded at the date of purchase
:when the exchange rate was I52 at ILO4 facs. '

‘So Carrying Amount will be 104 lakhs (ignorving Depreciation)

Recoverable amount on reporting date is caleulated as Euro 175,000, The exchange rale on
the date of valuation was ¥ 60 to a Euro.

So Reéovew’ng Amount will be 105 lacs (175,000 x 60)

tmpairment loss will be NiL as Recoverable amount in Functional Cuvvency Exceeds Carvying

Apnount.
. RECOGNITION QF FOREIGN EXCHANGE GAINS AND LOSSES
 MONETARY ITEMS o o o

Exchange differences arvising on monetary items are recognised in profit ov loss.

NON-MONETARY ITEMS.

if the gain or loss on a non-monetary itew is recognised in OCIL, any exc_hangé component of
f__thaif_ gain ai{" foss is also vecognized in OCI.

of the gain or loss on a non-monetary item is recognised in profit or loss, any -exchange

CHANGE IN FUNCTIONAL CURRENCY

Once an gntity has determ;’ned its functional curvency, it is not changed unless there is a




change in the relevant underlying transactions, events and conditions, If circumstances

change and a change in functional currency is appropriate, then the change is accounted for

SPROSPECTIVELY from the date of the change.

@ Fop accounting the effect of a change in functional currency, ALL itews are translated into
s g 4 4

the new functional curvency using the exchange rate at ihe date of the change. The

resulting translated amounts for non-monetary itewms are treated as their historical cost.

5. USE OF A PRESENTATION CURRENCY OTHER THAN THE FUNCTIONAL CURRENCY
. A. TRANSLATION OF FS TO THE PRESENTATION CURRENCY

T An entity may decide to present its FS in a curvency or cuvvencies other than its functional -
_ icwrenc . .
T h‘" Presentation. Curvency. differs from the entity’s Functional Curvency, it transiates its FS

=mto Presentation Curvency.

& The FS ave transiated into. presenmt:an eurvency as follows:

the date of that balance sheet;
b). Income & Expenses ave translated at exchange. rates on dates of relevant transactions;

average vates. can be used if they ave a reasonable approximation;

LB .ETREATMENT OF EXCHANGE DIFFERENCE ON TRANSLATION.

epavate component of equity ~ as foreign curvency translation veserve (FCTR).
OTE: '

:"T“he Choice of PRESENTATION CURRENCY. vepresents an accounting policy, and any change

shou!d be apphed retrospecf:rve[g n accomance with ind AS 8, unless fmpmci:fcabfe

6. FOREIGN. OPERATION ..

a) ALL Assets & Liabilities. (including comparatives) are translated at the elosing vate at .

CTUAl vesulting exchange differences. should be vecognised in OCI and are. presented in a .. .

: Q#‘?‘.“.Q.F'orefgn.opemf:ion has been defined as an entity that is a subsidiary, associate, Joint venture . .

:or. branch of a veporting entity, the activities of which ave based or. conducted. in. a country.. .

. i:nr..cwmmcy other. than those of the reporting entity..

A .FUNCTIONAL. CURRENCY OF FOREIGN OPERATION.




o Additional Factors ave set out in this Standard to determing whether its functional currency

s the same as that of the veporting entity:

b

. Functional Currency of
w1 As an Extension of RE
= - - {FO may be same as RE) - -
How Activities of FO
ave carried out A lvith Sionificant De weE AFunctional Curvency of] . .
1 1 lgednican
boos FgA ‘o g FO may NOT be same
of Autonomy 2s RE
Functional Curvency off
High 4
FO may be same as RE
1 FO proportiono of
) transactions with RE -
‘ . .. .AFunctional Currency of
Low FO may NOT be same
| FUNCTIONAL o as RE
CURRENCY OF T
FORELGN Whether Cash flows 1 Functional Curvency of]
OPERATION " from Operating _ YES
. . ] - FO way be same as RE]
Activities of FO divectly |
“E=affect Cash Flows of REf= =~ "
and are rveadily Y- [Functional Curvency off .
available for = NO _ =i FO may NOT be same
Remmitiance to it as RE
Functional Curvency off
Whether Cash flows . Y
o eos YES —ued FO aay NOT be same
from Activities of FO a5 RE
£ are enough to pay its N
-} own debt without g
asking for funds from | | NO Functional Curvency of

*FO ~ Foreign Operation

i ™*RE - Reporting Endity L
7 The above factors also demonstrate whether the entity is integral to the veporting entity ov
;not,




“éf":“_i" ranslation procedures fov transiating foreign opevations are same as those followed for
iranslating FS in a presentation cuvvency that s diffevent feom its Punctional currency.
NOTE:

When the exchange differences velate to o foreign operation that is consolidated but not
_;w!«oh‘g-owned, accumulated exchange differences avising from translation and atteibutable

to NCI ave allocated to, and recognized as a part of, NCI in the consolidated balarce sheet.

8. INTRA-GROUP TRANSACTIONS

% fntva Group Transactions between Reporting Entity & Foreign Opevation way include:

= Sale / Purchase of Goods & Services on Credit Resu!f:mg in Trade Receivable & Tvade . -

Payable, OR _

= Long Term Loan Civen by Parent to Subsidiary vesulting in Loan Given & Loan
Taken.

@ :Al'though intra-group balances ave eliminated on consohdataon, any velated foreign exchange

gains ov losses will not be eliminated.

% NET INVESTMENT IN A FOféEIGN QPERATION

A monetary item receivable from or pegable to a foreign operation way vesult in the
-~ following two cases: .
@) Settlement of such monetary iteva is planned in the foresecable future; OR

b) Settlement of the wonetary item is neither planned nor likely to occur in the

 foveseeable future. (Eq Such wionetary items may include long-term veceivables or

Aoans but do not include trade veceivables or trade payable)

T Wheve the settfoment is neither planned nor likely to ocour in the foreseeable future, it has
the same ecommrc effect as that of a capaf:a! coniribution & way form part of net

“investment in a foveign opevation,

NOTE: _
T Long-term foan does not automatically gualify Y to be f.mm‘:ed as net investyment s:m,safg

because it is of a long duration, unless management has. exprossed its intention that

érepagmengﬁ?:s net foreseeablie.




Treatment of Exchange difference in CFS

20X, S converted the loan amount received into Euro on vecefpt.

W n the absence of management’s intention, it wplies that s settlement is planned in

foreszeabls fuiure.

 TREATMENT OF EXCHANGE DIFFERENCE QOF INTRA GROUP TRANSACTIQN IN SES/IES

OR CFS

‘Where_the settlement is neither planned nor likely to occur in the foveseeable futuve (Le, it

forms part of a reporting entity's net investment, in_a_foreign_operation).

Treatment of Exchange difference in SFS

Such exchange differences arg__\recognis_e_d in_ profit or loss in the SFS of RE and/or the

lindividual FS of the FO, as appﬁbp_rfate_:_

Treatment of Exchange difference in CFS _ . . _
Such exchange differences are vecognised initially in OCI and then reclassified from equity to

profit ov loss on dispasal of the net investment.

. Where the settlement is likely to occur in the foreseeable future
Treatment of Eggchahge difference in SES

T Treatment in SES remains the same

" In CFS such exchange will be transferved to Cor\sohdated P&l and NOT OCI.

EXAMPLE:
Parent P has USD as its functional currency and Subsidiary S has Eure as its functional

écuwemg. P, whose veporting date is 31st March, lends USD 100 to § on 30th Sepltember, -

UsD EURO

| Exchange vate at 30th September, 20X1. .' z 1.5
| Exchange vate at 31st March, 20X2 | 1 20
"ENTRIES IN THE BOOKS OF ACCOUNT OF 5
. | Date Particulars | | pebic Credit|.

(EURD) (EUROY




| soth Sepl, | Cash/Bank A/e
| zoxa To Intra-groug payable 150

{To recogmrza Ity - "group loan)

.:50% .Mar,. Exchamg@ loss Are Dr. 50
L 20Xz To fniva-group payable 50,

(T recognize exchange foss on intra-group foan)

-

;'rn. 5 second entvy, the hab:htg is remeaswed at 31st March, 20X2 and a tmnsfaf::on foss

i is recosmied

)
L

Z;ENTRI'ES IN THE BOOKS OF ACCOUNT OF P

..‘

i Date Pavticulars Debit Credit|
f (usp) usp)|
_:: B30th Se,bt, Intra Group Receivable A/c D | 200
20X1 To Cash/Bank | 100

(To recognize intra-group loan on issue)

 group receivable and. pagable _wr” be. e_ffmaf@eﬁ Howsever, an oxchange fo_ss.equw w
BURO 50 (will be recognised. in USD in CFS) for the year ended 31st March, 20X2 will

) remain on consolidation. This s appropviate because S will need to obtain USD in order to

_j;repag-the liability. Therefore, the group has a foreign curvency exposure. The exchange loss
Ew:ff be taken to consolidated profit or loss, unless the loan forms part of P's net investment
m 5 in which case it will be transferved to other compyehensive income at the time of

Iconsof:d’atwm

"___fawsmg on a Farz:gn opemﬁons acqmssi:mm ave treated as assets and f:ab:htzes oF 7‘:_}_\3 Fo_reegn
opevation.

" Hence, they ave expresged in f:he {‘unctrom! currency uf’ the Fomgm ap?r‘a\f:mm amﬁ shou!d b?

_....tmrxffated. at the closing exchange vate as is the case for other assets and fiabifities.




. DISPOSAL OR PARTIAL DISPOSAL OF FOREIGN OPERATIONS .. .. ...
. [FULL DISPQSAL .

, f;On disposal of the foreign operation (Other than Subsidiary) .

f_“rhe_ cumulative exchange differences re_!a_tmg to that foreign apevation previously vecognised

m 0C! _and . accumulated in. equity are veclassified  from equity. to profit or. loss

(veclassification QAJUSERABAEY. e e e e

ond is,gosa! of a Fore_',gn Opevation that is a Subsidiary (L.0ss of Qont[:oj)
?accumufated. in e_qm'_tg will be reclassified . .

‘.IQBut, the cumulative amount. of the exchange differences that have been attributed to the . ..

NI is. derecognised., but it is not reclassified to. profit ov loss.

éEven. [if the disposal in o subsidiary is partial but it results in Loss of Control, same.

 treatment applies.a.s..dfswss_ed above. . .. ... . .. ..

EXAMPLE
_iParent P owns 100 pevcent of foreign subs:d:ary s, P sells 70 percent of its investment and

Hoses control of S. The entive balance in the foreign curvency translation veserve. in respect of .

. S is reclassified to profit or loss -

'PARTIAL DISPOSAL L L
_On Paytial disposal of a Foreign Opevation that is a Subsidiary (Without Loss of Control)

*ln this case. the entity ve- ativibutes the proportionate shave of the cumulative amount of
éthe exchange diffevences recognised in OC! to the NCLin that foreign operation.
EXAMPLE. PR | |
_EParem’: P owms 100, percent of f"ore:gm subsidiayy S. P sells 10 percent of its investment and . . .

retains control over S. Thevefore, 10 percent of the balance in the foreign. curvency.

translation reserve is veclassified to NCI..

%On Partial disposal of a Foreign Operation (Other than Subsidiary) = .

" The entity. veclassifies to profit_ov loss only the. proportionate shage of the cumulative .

amount of the exchange differences vecognised in OCL




Pavent I owns 35 percent of foreign associate B. P solls a & pereent stake and vetaing
significant influence over B. Therefors, one-ceventh (5735) of the balance in the foreign

curvency translation veserve is veclassified to profit or loss,

NOTE:

A write-down of the carrying amount of a foreign operation, either because of its own

- losses or because of an impairment recognised by ithe investor, does not constitute a partiol

it,

disposal. Accordingly, no part of the foreign exchange gain or loss vecognised in OCI is

reclassified to profit or loss at the time of a write-down.

‘DIFFERENCE IN_THE REPORTING DATES

‘When there is difference in the year end of foveign operation and that of the veporting
LA

éemtf‘ty, the foreign operation often prepaves additional statements as of the same date as

Cthe ¥eporting entity's financial statemendts.

When such financial statements are not prepaved, Ind AS 110 allows the use of a different

date provided that the difference is no greater than three months and adjustments are

made for the effects of any significant transactions or other events that oceur between the

different dates.

In such a case, the assets and liabilities of the foreign operation are tranmslated at the

. .exchange vate at the end of the reporting period of the foreign operation. Adjustiments are

made for significant changes in exchange rates up to the end of the reporting period of the
_freporftfng entity in accovdance with ind AS 110, A similar approach is used in applying the
. Wi

equity method to associates and Joint ventures in accovdance with tnd A5 28, Investment in

- Associates and Joint Ventures.

1z,

.

TAX EFFECT OF ALL EXCHANGE DIFFERENCES

Ind AS 12, tncome Taxes, applies to. tax effects of gains and losses on foreign curvency

transactions and exchange differances. arvising o translating the results and Ffinancial

position of an entity (including a. foreign operation) into a different eurvency. .

L




jAm,__e:»u?f'tf:g,q shall apply this standard in accounting for borrowing costs.
= The Standard does not apply to actual or imputed cost of equity, FnCI'u.dfng-pmieeW‘ed capital
‘not classified as a liability. |
- Example: Dr'vfdend' paid on equity shaves, cost of issuance of equity shares, cost of preference.
shave capital (not classified as liability as per tnd AS 32) will not be included as bovrowing
cost within the purview of this standard |
" The general vequivement of this standavd (to capitalise divectly attributable borrowings cost)
:_r's not required to be applied to:
a) qualifying assets that ave measuved at fair value, for example, a biological asset
accounted for under ind AS 41 '
b) inventories thév‘: ave wmarmfactured, or otherwise produced, in large quantities on a
vepetitive basis even if they take a substantial peviod to get veady for sale — This
exeyaption acknowledges the difficulty both in allocating borvowing costs to such

inventories and monitoring those borrowing costs until the inventories ave sofd

DEFINITIONS

{ BORROWING
COSTS N

Intevest & _ incurved fn comnection with the
Other Costs T Bovrowing of Funds

- EXAMPLES OF BORROWING COST

= Interest calculated using EIR method (as described in IND AS 1.09)

» . Finance charges on finance lease (as per IND AS 116)

.Exchange diffevence arvising from foreign curvency bovrowings to the extent treated as

adjustment to Interest Cost (Refer Point 6)



-4 BORROWING COSTS ELIGIBLE FOR CAPITALISATION

{ QUALIEYING
ASSET ™

To get veady for its intended use or sale

_.:*:*Subsiqntiaf_ Period - IND AS 23 does not_specify what is substantial period, hence
Judgenent is involved. e

_ QEXAMPLES OF QA (PROVIDED DEFINITION OF QA IS MET)
3 'Manua“actwmg plants, power genevation facilities, intangible assets, investment propevties,
Ebearer plants ete. '

THE FOLLOWING ARE NOT QA

Y

?r@ﬂdg_.for.their intended use ov sale when acquived.

3. TREATMENT.OF BORROWING COST

4 Borvrowing costs directly attvibutable
to acquisition, construction or
production of QA

*CAPITALISED with the cost of QA

(Refer point 4)
.

; 3 sed E.
Other Borrowing Costs Recognised as an EXPENSE

@) SPECIFIC BORROWING

@ -Sw%ien.funds are borrowed specifically for the purpose of obtaining a QA, it is a specific

_borvowing. L L
“ Borrowing Costs eligible for Capitalisation = Actual Borrowing Costs LESS Investment
Income on Temporary Investwent of those Borcowings
_b) GENERAL BORROWING o

7 All borvowings that arve not specific vepresents general borvowings

i this case, QA is funded from a pool of general borvowings

= Bovvowing costs eligible for capitalisation

ﬂf_nventory.pro_duced over a short peviod of time, Financial Assets (Eg: tnvestments), Assets




- CR = Weighted average borrowing costs on outstanding borrowings of the entity (excluding |

specific borvowings cost)

Total outstanding borvowings of the entity during the period (excluding specific borrowings)

_ij:ep 2: Caleulation of Borrowing Costs to be copitalised

= Capitalisation Rate* (x) Expenditures incurved on QA

NOTE:.

4. Boyvowing Cost Capitalised should not exceed actual bovrowing cost incurred

5. .PERIOD OF CAPITALISATION =

. COMMECEMENT

| sCommencement of capitalisation
begins when ALL conditions are
satisfied:

a) Expenditure on QA has been
incurved

by Activities that are necessary
to prepave the QA for its
intended use or sale have been
undertaken (Refer Note)

¢) Borrowing costs is incuyred

includes physical wovk but also
includes technical work, flegal &
registration work, site
preparation planning eic.)

H. SUSPENSION

1. CESSATION

*Copitalisation should be
suspended during
extended period if active
development is NOT
taking place.

NOTE: Capitalisation is
NOT suspended when a
temporary delay is a
necessary part of the
process of getting an
asset ready for its
intended use ov sale.

Cease capitalisation when
substantially all the activities
necessavy to prepare QA for
its intended use or sale are
complete. (If minor
modifications, such as the
decovation of a property are
outstanding, this will still
indicate that substantially all
the activities are complete)

*When construction of QA is
completed in parts and each
part is capable of being used

sepavately, cease capitalisation |- .-

of each part which is
completed.




W

| 2) Exchange Loss

' b) Borrowing cost in Functional Curvency (-) Actual Borvowing cost in
' Foreign Curvency :

-\ Note: Balance Exchange loss (if any) is to be transfered to P&L.

EXCHANGE DIFFERENCE
] _ |
Exchange L.oss ' Exchange Gain

{ Treated as borvowing cost at the LOWER of foltowing: N
H a

Treatment

NOTE: _ _
' £ .
If Exchange Loss was treated as an adjustment to interest (i.e. f‘@patea’_ as Borrowing Costs)

in Curvent Year and in Subsequent Year there is Exchange Gain in respecf of same

bovvowing, deduct the exchange gain from interest to the extent of the loss previously

OTHER RELEVANT CONCEPTS _ s
Dividends pagabje on sh

treated as intervest.

aves classified as financial liabilities

Dividends payable on preference shaves that were classified as financial liabilities will meet

the definition of borrowing costs.

CAPITALISING BORROWING COST IN GROUP FINANCIAL STATEMENTS

" Theve may be a situation when the borvowings ave taken by one company and qualifying

-asset is developed by another_ company within a group.

i

It may be appropriate to capitalise intevest in the group financial statements on borrowings

that appear in the financial statements of a different group entity from that carrying out

E

the development.
However, the entity carvying out the development should not capitalise any intevest in its
own financial statements as it has no borrowings.

1 however, the entity has intra-group !qowouir_r_‘ngs then interest on such borvowings may be

‘capitalised in its own financial statements.

CESSATION OF CAPITALISATION FOR MATURING INVENTORIES




no further borrowing costs should be capitalised.

" For maaturing inventaries, it i5 sometimes dr’FFr'cu[t_ to. determine when the 'period of
_ ﬁpmductfqn’ ends, i.e. when inventories are being held for sale.as opposed. to being held o
.:ma‘!‘i'wez; ' o ' ' |
Example: _

‘Whisky is ‘mmature' after thiee years, but goes on improving with age for many more years.
1t would seem accepiable to continue to add borrowing costs to value of such maturing
inventories for as long as it can be demonstrated that it continues to fncrease in value solely
.on account of fncreas_r'ﬁé age, rather than because of market fluctuations or inflation.

’__?h" this cannot be demonstrated, then the inventories should be regavded as held for sale and

-
T




1. INTRODUCTION

F Lt is quite probable that velated party relationship may have an effect on the profit or loss
;?a_nd financial position of an entity. The effect gets displayed through: L
) @) Transactions that ave entered between velated parties may not be entered with
- unvelated parties; | |
Example: An entity may sell goods to its parent at cost. It may not sell goods at cost to
... on unrelated party. e D . _
| b) Transactions  with uwnvelated parties get influenced because of  related party
velationships.

 Exawple: S Limifted, a subsidiary of H Limited, in steel manufacturing used to purchase

2. OBJECTIVE & SCOPE

#The objective of the Standard is to ensure that the FS of an entity contains necessary

5pqss.r‘b;’&’tg that IS may be affected by such related party velationships. Scope is as follows:

)n‘dentr'x“ying related party velationships

)!dewtffying related party transactions

)!dentffying outstanding balances with related parties

)ldemtffyimg commitments with refated parties

)Ioientr’?ging the circumstances in which disclosures of above ftems is.to be made

) Determining the disclosures to be made abouti the above fteras




??"Hw diselosures are to be made in: o
- a) Individual financial statements of the entity.

b Consolidated and Sepémjé:e. finoncial statemenis of a pavent

NQTE:
' DISCLOSURES sSuch disclosures arve in conflict with the entity’s duties of
NOT REQUIRED =& | confidentiality OR '
WHEN EITHER | |=Entity is prohibited by the statute
EXAMPLE o

'Banks are. obhged by law to maintain conﬁdemﬁmhftg in respect of their customers’

__.fm_nse@trons__._md. this Standard would not override the obligation to preserve the
confidentiality of customers’ dealings.

3. TYPES OF RELATEDR PARTY RELATIONSHIPS

TYPES OF RELATED
. PARTY RELATIONSHIPS ...

Relationship Between the
Reporting Entity and Another
Entity ov Entities

Relationship between the
Reporting Entity and Person or
Persons

) _4 UNDERSTAND!NG RELATIONSHIP BETWEEN THE REPORTING ENTITY AND A PERSOM

a). A person or a close member of that person’s family is velated to a veporting entity iF that
Pevson L e
: = has controf or Jornt conf:rof ovey the rveporting entity;

has segmﬁmnﬁ* influence over the repori:mg entity; or

* KMP ave those persons having authority and responsibility for planning, directing and

_controlling the activities of the entity, divectly ov indivectly, including any divector (whether
) ..f.eafewi:fve__ or otherwise) of that entity.




b) Close wembers of the family of a person ave the one who may be expected to influence or be

El

influenced by that person in their dealings with the entity. It includes:
o that person’s childven, spouse or domestic partner, brother, sister, father and maother;
" children of that person’s spouse or domestic partner; and

“  dependents of that person or that person’s spouse or domestic partner

EXAMPLES
Mr. A bolds 51% in equity shave capital of A Limited. A Limited has no other form of shave

capital. As Mr. A conirols A Limited, he is a velated party.

- Mrs. A s wife of Mr. A, Mr. A holds 51% of equity shaves of A Limited. A Limited has no
other form of shave capital. Mr. A controls A Limited. Since Mr. A is a velated party, Mrs. A

is also a velated party of A Limited.

Mr. D s a divector of A Limited. Being a member of key management personnel of A

Livaited, he is vefated to A Limited.
Mr. D is a divector of H Limited. er:ted is a subsrdmrg of H Limited. Mr. D is related to S )

Limited

UNDERSTANDING RELATIONSHIP BETWEEN THE REPORTING ENTITY AND ANOTHER
Ea':':':‘\J"r'l"I"Y -
The entity and the veporting entr‘iy. are members of thé same group (which’ means that gach

_.:paremf: subsidiary and fellow subsidiary is velated to the others). _ L
f,{.gg__mpfe SA Limited and SB Limited are subsidiaries of H Limited. SA Limited, SB Limited L

éa_nd._H Limited are velated to each other

One entity is an .assoc:'ate or joint veniure of the other entity OR an associate or Joint
_ _jveni:um of a member of a group of which the other entity is a member.

;E:Jsc_mp“{p AS Limited s an associate of S Limited. S Limited is a subsidiary of H Limited. SH
Limited is another subsidiavy of H Limited. A% Limited and S_H__L:'mr’i:gd ave velated parties

J:';II

s

Both entities are joint ventures of the same thivd party. L _
Example: H Limited has enteved into 2 joint ventures, JHA Limited Qoma’: venture with A
Limited) and JHB Limited (joint venture with B Limited). JHA Livaited and JHB Linited

are velated parties




=%

]

=

fn'..

. ;Ome entity is a joint venture of a thivd entity and the other entity is an associate of the

;thfrd entity.

iLfmrt‘edn JH .I_-r.wute_d. and__A.H f.—fmr_ted are _re_fa_f:e_aﬁ pariies.

..iThe entity is a post-employment benefit plan for the benefit of employees of either the
_ veporting entity ov an entity velated to the veporting entity.

The entity is controlled or jointly controlled by a person identified above. o
' Example; Mrv. A controls A Limited (the reporting entity). He also controls B Limited. A

;L__rmrted..and B Limited ave velated to each other

A person identified above has control/joint control over the entity & is a member of the

KMP of the other entity (ov of a parent of the entity).

Example: Mv. A controls A Limited (the reporting em_?tty)-. He is a non-executive divector in
_.EB_ Limited. A Limited and B Limited are velated parties

g"{‘he entity, or any member of a group of which it is a part, provides KMP services to the
Vepartmg entity or to the pavent of the reporting entity. , .
ﬁx mple: A Ltd is a parent company with 3_subsidiary companies - B Lf:af € Litd & D Litd.

Jt also has an associate company E Lid. Subsidiary F Ltd of E Ltd provides key management
§per$9nne_!. sevvices to A Lid. F Ltd. is in a related party velationship with A, B, C D & E Led.

Egamggfe R Limited has an associate B Limited. B Limited has a subs;dmrg S Limited, aJmm‘:_

veni‘um,_J Limited and an associate A Limited. R Limited is the Vepovtmg entity.

. :-:d@e@tt;ﬁ@s_ﬁ. Limited and S Limited as its velated parties. J Limited and A Limited ar@..s:tot.
_irelated parties of R Limited




“The aforesaid definition is wide and exhaustive. The Standard thevefors, as has been stated

iabove, lays emphasis on the substance of the velationship rather than legal form,

_KMP in_common or because a w.m.ber.qF.KMP 01" one. enﬁr_’ty.has sigm’ﬁcahﬁ.inﬁueme over.

_f“'l”_‘wo._entftrfes._a_re. not'refated parties simply

_E:UNDER‘STANDI‘NG WHO ARE NOT RELATED PARTIES

The Standard clarifies that certain velationships ave not velated party velationships. These

are as follows:

'the other entity

b)

interest in either of these companies. There are no transactions between these two
entities. X Limited and Y Limited ave not velated pariies.

i) M. A is a divector in X Limited. He is also a divector in Y Limited. He has no other

interest in erther of these companies. Y Lr'm'ted..pu.whas_es the.enti.re. pmductr‘fon of X

.rel'at:ed part_ies_as ._.f'f: s qufte _.po_s_si»i?f.e__ thm:. Y L_r.'mited__ may be. abfe. to .exercfse o

_control/significant control over X Limited. As per this Standard substance is move

_important than mere legal form.

‘Two venturers ave not related parties simply because they share joint control over a joint

Cventure

__;Lx_#;z@

WV Limited is an equal joint venture of J Livaited and V Limited. J Limited and V L. rmrted,_

B

_iare not velated pavties

_,c_:)__'é(f)providers of Finance, (i) trade unions, (i) public utilities, and (V) departments and |

_uagencres of a government that does not control, fointly control or s:gmﬁcamfg influence the____

_repom‘:mg entity, ave not velated parties simply by vivtue of their normal dealings with an

gentrf:g {even though they may affect the freedom of action of an entity or pnrt:crpaf;e in its

decision~ making process)

ample:




A Bank and B Bank has provided finance to XY Liafted. By viviue of {oan agreement, they
;_occupy a non~executive observer seat on the Board of Divectors of XY Limited. A Bank ang

B Bank are not velated parties of XY Limited.

A) A customer, supplier, Franchisor, distributor or general agent with whom an entity =

 transacts a_significant volume of business, simply by virtue of the vesulting economic

dependence.

Example: A Limited is an auto ancillary of an automobile compang. & supplies all its

production to the automobile company. Autowmobile company has no other interest in A

. ?l-_r“m«t'ted- A Limited and automobile company are not velated parties

7. UNDERSTANDING RELATED PARTY. TRANSACTIONS

@ A related party transaction is a transfer of resources, services or obligations between a .

_Er_epar;h'ng entity and a related party, regardiess of whether a price is charged.
5:&155_ it is not necessary for any consideration to be passed for velated party transactions.

8. DISCLOSURES

—_ e s o
ST piscLosures &
T

CATEGORY 1 CATEGORY 2

Disclosures of relationships and § . . .
| items only when theve are
related party transactions

¢
| Disclosures of relationships even though |
| there are no related party transactions |
| between the disclosed velated parties |

@ Relationships between parent and subsidiaries o o _
a Under this an entity is requived to disclose the name of its pavent and, it different, the

~_ultimate controlling party. it may be noted that the ultimate controlling party may be

@ person. L
 Example: $4 Limited (veporting entity) is o subsidiary of 53 Limited. S3 Limited is a_

 subsidiary of 52 Limited. 52 Limited is a subsidiary of S1 Limited. $1 Limited is a




subsidiory of M Limited. 54 ULimited, 53 Lipdted, 82 Limiled and S3 Livaited must

disciose the name and relationship with S5 Limited, 52 Limited and $% Limided

vespectively and with H Livafted

= Af neither the entity's parent nor the ultimate controlling party produces consolidated

financial statements available for public use, the name of the next most senior parent

 that does so shall also be disclosed.

Exarnple: 54 Limited (reporting ent:tg) 5 a subs:drmr‘g of 83 Linmtted. 83 Limited is a

subsidiary of 52 Limited. S2 Limited is a subsidiary of S1 Limited. S1 Limited is a

_subsidiary of H Limited. Only S2 Limited and S1 Limited produces consolidated

financial statements for public use. S4 Limited must disclose the name and relationship

with 53 Limited, S2 Limited and H Limited.
But if, 83 Limited, 52 Limited, 51 Limited and H Limited ail psfoaiuces consolidated

finangiol statements for public use. 4 Limited wust disclose the name and relationship

with $3 Limaited and H Livited

B. CATEGORY 2 PISCLOSURE
= Under this categovy, two types of disclosures ave vequived.

1) The first vequives disclosures related to compensation to KMP.

i), The second requives other disclosuves where theve have been velated pavty transactions

_ during the year

)] %_DISCLOSURES OF COMPENSAT!ON TO KMP

| @ Total compensation to KMP

Emanag@menﬁ_entn‘ra 5.?“’1?;_‘?9,;.3:35 or G{!?TQQ'!?OV‘S'. U

i) DISCLOSURES WHERE THERE HAVE BEEN RELATED PARTY TRANSACTIONS DURING . -

THE YEAR

¥ (¢ shall disclose, in addition to disclosures fisted above, -a:!«e following:

a) the nature of the velated party velationship;

% f.““_ an @n??f‘f;a_.qb.?:@ins ,f.iMF.._se_w-fc@s_from_ .another. enﬁty (the ..'.wr_\_@gemenﬁ..@.ﬂt.t'_tsz’)g._t&!@ entity




b)) the information about these velated party transactions and outstanding. balances,
dncluding commitiments.

= The disclosures, at a minfmum, shall include;

a) the amount of the transactions;

b)) the amount of outstanding balances, including covmitments, and

the consideration to be provided in setilement; and
= details of any guarantees given or veceived; . . _
&) provisions for doubtful debts velated to the amount of outstanding balances; and _
d) the expense vecognized during the period in vespect of bad or doubiful debts due from |
related pavties. S
@ However, disclosures that related party transactions weve made in arm’s langth transactions
..i.shou!‘d__be_maeie__only if such tevms can be verified.

. 9. EXEMPT!ON TO GOVERNMENT-» RELAED ENTITIES

party transactions (u) outstamdmg bal‘amces and (m’) covamitments with:
a) a government that has control, joint control or significant influence over veporting
entity; AND
T .cqnfraf or..s.igniﬁcanf:_ t_nﬂ.ue_nc_e_ over. bqt_h_ _t!fse reporfrm_.@_nt!ty_ a_ﬂ.d..the oth@r._emt.f.f;:y.-_ L
o w f-Hm,f..re'uresf; it shall disclose:
. a) the name of the government;

b) the nature of the government’s ralatmmsh;p with the entity;

informmation in sufficient details: _

v the nature and amount of each individually significant transaction;

= for other transactions that ave not significant individually but ave significant when
o aggreqated, either a qualitative or quantitative indication of their extent. . -
% Thus, the reporting entity is expected to apply iis judgment to determine the level of cietarfs_

.,_n': is vequived to disclose as pev above,

a  their terms and conditions, including whether they ave securved, and the nature of

_£) to enable the users to understand the effect of velated party transactions the following



BASfc EPS

EORMULA
Basm EPS = Profit/l.oss Attr:bm’.abfe to Equity Share Holders

Weighted Avg No. of Equity Shares Outstanding. durmg the peﬂod

,P'-

. 2 PROF!T/LOSS ATTRIBUTABLE TO ESH
- o e
intevest (@EIR (k)|
EBT i o XX
Tax (%5}
PAT o xx
] Preference Dmdend(mc!udmgf)l)"r) - Note (a) (xx)
(+)/(-) | Settlement Pagment — Note (b) {xx) |-
{(+)/ (-} | Income & Exp NOT Recognised in P&l although it was an item oF P&L - Note (¢} (4149}
Profit/Loss Available for ESH
) NO"TE |
- E&M _ B
b Cumufat;ve Preference Shar‘es Drwdend is to be deduci:ed irom cwmwt year Fosr‘ cal’t:ufatron

oF Basic EPS whether or not it has beew declaved in the curvent year.

> "Non cumulative Preference Shaves: Dividend is to be deducted from curvent year only fF -the o

_ ':vwienai es decfared

quest:om is sifent, assume Cumm‘at;ve Pref"erence Shams




by

 deducted from P&L for the purpose of calculating EPS.

)

SETTLEMENT PAYMENT

if prefevence shaves ave redeewed. at premium during the year and its fprevaiunn was. not

lalveady planned it would have been accounted in EIR)

. :;_INCOME & EXP _NOT RECOGNISED IN P&L ALTHOUGH IT WAS AN ITEM OF P&l

fgwmus CALCULATING EPS FOR CFS

WEIGHTED AVERAGE NUMBER OF SHARES .. . .

The weighted average number of ordinary shares o/s duving the pevied is the number of

_ %ordr’nary_.shares. o/s at the beginning of the peviod, adjusted by the number of ovdinary.

) ?.the. total no. of days/month in the peviod) . .

éDEClDfNG THE DATE FOR ISSUE OF SHARES = -

_écpnsfdmﬁwn is mervabfe ( w&.\f.c,h.ss_ .genm!ly .1'-7;3.'!_6. ._daﬁe__o_f_ _the_:r. :_s;s.ue); o

Situation of issuance. of ordinaiy shaves

the weighted average number of

When issued in exchange for cash When cash is receivable

jp_{a_m_ed__e_m'_ier,_ than such prewivm paid is to be deducted from P&L. (If such premium was

. case of discount on redemption which was not planned earlier, add back such discount to

P&l

_f;s_e;:u.re_tses_ .F?remmWch@r. Reserves .dsre_c_tfy. (_Eg., _Prel_.r.mmry ..Expense). ﬂ:\s .amqum__shaf_{,.b_e .

-
Date of inclusion of Ordinary Shaves

wﬁ«eh fssued on voluntary veinvestment of dividends (on| When dividends are reinvested

ordinary or preference shaves)

_?_On!‘y Consider Parent's Share of profit in CFS (: e. do not include NCI's Share) for. calcufaf:mg__ o
_EPS for CFS.

‘shares bought back ov issued during the period wultiplied by a time-weighting factor. (The

étimar weighting factor is the no. of days/months that the shaves are o/¢ as a proportion of

shaves (For Calculation of Basic EPS,



| s, When issued as a result: of conversion of a debt when Interest ceases to acorue

instrument to ordinary shaves

<. Issued in place of interest or ,ww'v&:’pa{ on other financial| When Interest ceases to accrue
instruments

& | tssued in exchange for the setilement of a frabn'rf,y On settlement date

&. ssued as consideration For the a(‘qmsmom of an asset When the acquived asset is recognise, . . .

other than cash

7. tssued f-‘or mndermg of services to the entfty When the services are vendeved

8. tssued as a part of the considevation transferred in a Erom the date of aéﬁur’se’ﬁon

business combination

q, issued upon the conversion of a mandatorily convertible | From the date of entering into the
instrument contract _
10. | Contingently issuable shares® Included from the date when all

necessary conditions are satisfied

(including passage of time)

Cluntil the date the sharves ave no longer subject to vecall.

5...§BON.\US. ISSUE (CAPITALISATION OF RESERVES OR STOCK DIVIDEND)

» ln_case of bonus issue, ovdinary shares ave issued. to existing shaveholders for no. additional

f-c.ons;‘demtr’on i.e. the number of shaves is INCREASED without an increase in vesources, . .. . . .

» The number of ovdinary shares outstanding before bonus, is adjusted for the bonus issue

. ‘period presented (ivvespective of the date of actual bonus fssue).
| *BONUS FACTOR = 1.+ Bonus Ratio. ... ... . ... ..

1]

6. SHARE SPLIT. . .
¥ ln case. of Shave Split, the number of ovdinary shaves outstanding is INCREASED without an

_increase in resouvces ie. without any additional consideration.. ..

* Outstanding ordinary. shaves that are contingently veturnable (ie. subject to vecall) ave . ... ..

...énot.f:mated as. outstanding and are excluded from the caleulation of basic earnings per shave .

e _E(base.d_..on.BONUS FACTOR®), as if the event had occurred at the beginning. of the earliest ..

> The number of ovdinary shaves outstanding is adjusted for. the shave split, as if the event -




_ ;had__o_ccu_rmd at the beginning of the earliest period presented. (Same like Bonus issue)

7. ‘REVERSE SHARE SPLIT (CONSOLIDATION QF SHARES)

u

dn case of Reverse Shave Split or consolidation of ordinary shares, the number of ordinary

B éshares outstanding are REDUCED without any veduction in vesources.

v

The number of ordinary shaves outstanding is adjusted for the reverse shave split, as if the

evem“ had occurred at the beginning of the eavliest period presented.

8. RIGHT ISSUE R
> Un case of vights fssue, additional shaves ave offeved io the existing shareholders at a
discounted price that is below the current market price. |

¥ [The right shares issued consists of two elements:

(the Bonus element fn right issue) . . . S
Sb) SHARE [SSUED FOR CONSIDERATION — Issue of vemainder shaves at full moarket price

~ (Normal Treatment of newly fssued shares will apply)

_?ST’EPS TO COMPUTE BONUS ELEMENT IN A RIGHT ISSUE: . . .
STEP 1: COMPUTE THEORETICAL, EX-RIGHT FAIR VALUE PER SHARE

o
B

No of shares outstanding after the exercise of rights

STEP 2: CALCULATE BONUS FACTOR

= Fam value per share :mmed;m’:elu befove the exercise of right

_Theovetical ex-vight faiv value per shave
STEP Z: APPLY THE BONUS FACTOR TO SHARES BEFORE RIGHT ISSUE
T“he Bonus Factor should be applied to adJust the number of shares outstanding before the

_.nghts_ issue, both for the curvent year and for the previous year.

a. ?PARTLY PAID UP SHARES

¥ w&uem ordmarg shares ave issued but not fully paid, they are treated in the calculation of

_ ia) BONUS ELEMENT — Discount portion in a right issue (Treatment of bonus will appfg te

= Ea;r va{ue of shares beFore exercise 01" rrght + Total amount recetved Fromy:ght issue



‘Basic EPS as a fraction of a fully paid ovdinary share.

» Disclosure is made for each class of share.

DWUTED EPS
1. SCOPE & MEANING

5 ‘For the purpose of caleulating Diluted EPS, an entity shall adjust profit ov loss attributable.

ito ordinary equity holders of the parent entity (i.e. numerator), and the. weighted average

- ?,m_mber of shares outstanding (i.e. denominator), for the effects of all dilutive potential

ovdinary shaves.

% Potential ovdinary share is a financial instrument or oither contract that might result in the

2. FORMULA

issue of ovdinary shares to the
holder.

Eg: Convertible Debentures, Convertible Preference Shaves, Options & warvants (including

_ESOP), Contingently issuable Shaves.

EFFECT OF ALL DILUTIVE POTENTIAL
ORDINARY SHARES ON DILUTED EPS

-

Effect on Nuperator

f’ . .
Profit/loss attributable to ovdinary equity holders

is increased by after-tax amount of interest and
dividend (including DDT) vecognised in vespect of
dilutive potential ovdinary shaves and for any
other changes in income/expense that would vesult
From conversion of dilutive potential ordinary

shaves

b

Effect on Denominator

“(weighted Avg No. of ovdinary shares Y
outstanding is increased by the
weighted avg no. of additional
ordinary shares that would have been
outstanding assuming the conversion
. | of all dilutive potential ordinary -
o Nghaves, e

¥ Profit/Loss attvibutable to ESH 1/~ Effect of dilutive potential shaves on eernings

- Weighted avg no. of Equity shares + Weighted avg no. of dilutive potentiol ovdinary shaves




NOTE:

Dilutive potential ovdinary shaves shall be deemed to have been converted into ovdinary

shaves at the beginning of the period OR the date of the issue of the potential ordinavy

‘shares, whichever is later.

Potential ovdinary shares that ave cancelled or fapsed during the period are included in the

caleulation of Difuted EPS only for the portion of the period during which they are

vy

‘outstanding.

Ef'r‘)

Potential ordimary sharves that ave converted into ordr'nary shares dwr‘ng the peviod ave

-convemon From the da_te_of.cowerscqm_tha_ re'_suftmg_qrdr_nary..shares ave _mqfude_d_._m_ b_o.th o

Basrc and Diluted EPS.

The conversion of the potenﬁmf ordinary shares into ordinary shaves should assurae the most

. 3.a_dvqr.~tageous_comferswn vate or exercise price from the standpoint of the holder.

V)

'EPS._ Potential ordinary shares should be treated as dilutive when their_conversion would

Only potential ordinary shares that are dilutive ave considered in the calculation of diluted

decrease profit per share or increase loss per shave from continuing opevations attributable

to ..ord.f‘nam ._equfty holders. The effects of anti-dilutive potential ordinary shares ave ignoved

fAn entity might have a number of diffevent types of potential ovdinary shaves in issue. Each

one would need to be considered separately rather than in aggregate.

__?Tfhe__sequence_ in_which potential equity shares arve considered, may affect whether they ave

dilutive. Therefore, to waximize the dilution, each issue of potential ovdinary shave is

. .qunsfdera@{_;‘n_;seque;.n,ce_ from the most dilutive to the least dilutive, = -

STEP 1: Calculate Incremental EPS for each potential ovdinary shave.

incremental EPS = _Effect of potential shave on earnings to equity holdevs

Effect: of potential shave on Weighted Avg ro. of Shares




Gncremental EPS) will be given ranking No. 1. Assign the vanks o other potential shaves in

the ascending ovder.

STEP _3: Add the Effect of eaci;l potential equity shave individually to Basic EPS of
continuing operations, in the order of varking given in step 2.

H{F the ratio of EPS decreases, the Potential Equity shares ave dilutive.

If the vatio of EPS increases, then potential Equity shaves arve anti-dilutive.

Post Anti-dilutive, testing is NOT Requived.

S__T EP 4: Calculate DEPS by adjusting only the effect of dilutive potential equity shares in

iBasic EPS.

7
*

‘Alternate Method to test whether the Potential Qudinary Shares are dilutive or anti-
édiluﬁve:_ ' L
‘Convertible prefevence shaves are anti-dilutive when the amount of the Preference dividend

per share obtainable on conversion EXCEEDS Basic EPS. (iLe. If incremental EPS of

_ __'S_C_onvmibfe_Pr.efemm.c,e Shave EXCEEDS Basic EPS, then the Convertible Preference Shave is

v

‘anti-dilutive) _ _
ES_:'m_f_l'akly, convertible debt is antidilutive whenever its interest (net of tax) per ovdinavy
share obtainable on conversion EXCEEDS Basic EPS. (ie. If incremental EPS of Convertible -

Debenture EXCEEDS Basic EPS, then the Convertible debentuve is anti-dilutive)

._EOPT&‘ONS, WARRANTS AND THEIR EQUIVALENTS R o
'é!n___c_ase_ of options and warrants, the difference between the no. of ordinary shaves issued
and. the no. of ordinary shares that would have beewn issued at the avg warket price of
;omif’nary shares shall be tveaied as an issue of ovdinavy shaves for no consideration. Only
these shaves ave included in the caleulation of Diluted EPS.

_iOpt'f_on_s__ and warrants have a dilutive effect only when the average warket price of ordinary
%Shﬂr.es during the peviod exceeds the exercise price of the options ov warvants. Previeusly .~

_vepovted EPS are not retroactively adjusted to reflect changes in prices of ovdinary shaves.

EMPLOYEE_STOCK OPTIONS




- Employee shave options with fixed or determinable terms and non-vested ovdinary shaves
Cave treated os options in the calenlation of Diluted EPS, even though they way. be
contingent on vesting. They ave treated as outstanding on the grant date,

;.pe&n{-‘mpmamceﬁbasgd" employee share options ave treated as contingently issuable shaves

“becouse their issue is contingent upon satisfying specified conditions in_ addition to the

passage of time.

. .(CONTINGENTLY ISSUABLE SHARES

f_Contt_’ng@nt. shares are contract undey which shares ave to be issued upon fulfilment of

specified conditions. Genevally, these conditions are velated to specific futuve date,

r CONTINGENTLY ISSUABLE SHARES
|
| : I _ i
CASE 1: B CASE 2: . CASE 3
If no conditions are satisfied | . .| If conditions are satisfied at the . 1f conditions are
by the end of reporting end of reporting period but testing satisfied on testing
period. ) - date is in futurve ) 'k date.
Ve i
No treatwment (i.e. Not to be | ~ | Treat as potential ovdinary shaves | 1 Include such shaves in
included in the calculation of | and include in the calculation of | | the calculation of Basic
Basic & Diluted EPS) Diluted EPS EPS.
R J I D

i,

APDITIONAL POINTS o
1. RETROSPECTIVE ADJUSTMENTS R
> Diluted EPS of any. prior period presemted should not be vestated for changes in the

ovdinary shaves (such as convertible debt) outstanding at the end of the previous pevipd.
These factors ave alveady taken inte account in caleulating the basic and diluted EPS for the |
curvent period.

> Prior peviod’s EPS data should be vestated for the effects of ervors and adjustments

resulting from changes to accounting policies accounted for retrospectively.




» Basic and diluted EPS figures for the cuyrent peviod and for prior peviods should include

fbomms'f“ssues, share sph’ts, share consolidations and other similar events occuwfng duw’mg the

;msowces oF_ i_he_ani_rty_(that is, r@trosapect_we.afo_pffcatron)-_ o

2. PARTICIPATING EQUITY INSTRUMENTS AND TWQ-CLASS ORDINARY SHARES

> The equity of some entities includes:

e Instruments  that  participate in  dividend with ovdinary shaves according to a

. predetermined formula with an upper limit on the extent of participation.

= A class of ordinary sharves with a different dividend rvate from that of another class of

 ovdinary shares but without prior or senior vights.

» Proﬁt/!'oss for the period is allocated to different classes of shares and pari:rcmpatmg eqmty__ L

3. ENTITY WITH DISCONTINUED OPERATIONS
“‘%”“.;?An_ entity that veports a discontinued opevation showld use income from continuing

___E_oz?_emtion_s, adjusted for preferved dividends and sinilar adjustments, if any, as the “control

. é.nu_m&@f_’ in determining whether potential common shaves arve dilutive, That s, the same

‘number of potential common shaves used in computing the diluted per-shave amount of

income from continuing operations should be used in computing all other veporied diluted

__.ipe.sr_—_share._awumt_s__ev;en if the effect will be anti-dilutive compared to their vespective basic




1. OBJECTIVE & SCOPE

9" The Objective of this Standard is to Prescribe
a) The minimum content of an interivn financial veport L
. B) The principles for yecognition and measurement_ in complete or condensed financial
. . statements for an interim period | L
EF”?’.EThr's Standard does not mandate which entities should be requived to publish irierim
financial veports, how frequently, or how soon after the end of an interiva period.
e ?Thf‘s_Standa_rd. applies if an entity is required ov elects to publish an interim financial report

m accovdance with Indian Accounting Standards (Ind AS).
2. DEFINITIONS .
_a) INTERIM PERIOD

@it is a financial reporting period shorter than a full financial year.

b) INTERIM FINANCIAL REPORT

W means a financial report containing either: L
e A Complete set of FS (as described in Ind AS 1, Presentation of Financial
 Statements), OR

n A set of Condensed FS (as described, in this Standard) for an interim period.

3. :CONTENTS OF AN INTERIM FINANCIAL REPORT

o ‘f?f'_éAn Interiva Financial Report shall include, at minimum, the following

a A Condensed Balance Sheet .

| = A Condensed Statement of profit and loss

"3 A Condensed Statement of changes in equity
" = A Condensed statement of cash flows

. _»  Notes, comprising significant accounting policies and

- = Other explanatory information




o

b

ES!GNIFICANT EVENTS AND mANSACTI‘ONS

Am entity shall include in its interim financial veport an explanation of events and

~ transactions that are significant from the end of the last annual repovting peviod till the

sinterin period.

e

if"f”he following is a list oF avents amd transactions For* wh:ch disclosuves wou!d lae requived fF o
itﬁ«ey ave significant: the list is NOT exhausf::ve _ o o o
_%f:he Wheite-down of inventories to NRV and revevsal of' such write- down (if any);
“Recognition or Reversal of loss from ippairment of Financial Asset, PPE, intangible asset.

_f_Reversai of any provisfons for costs o_f restructuring;

iltrgatf_on setffem_snfss

Ec_oweqﬁt‘_ons of priov period ervors;

EA&Mj loan default or breach;

Related party transactions; _ _

iChanges in the classification of Fmam‘raf assets; -

‘Changes in contingent liabilities or contingent assets.

‘Other Relevant Disclosuves




<,

'PERIODS FOR WHICH INTERIM FINANCIAL STATEMENTS ARE REQUIRED TO BE

TPREESENTED

e

.Q).;

interivn veports shall include inteviva financial statements (comdemooi or complete) for
pemods as follows:

IN CASE OF BALANCE SHEET

- = Balance Sheet as of the end of the curvent intevimn peviod and

" A comparative balance sheet as of the end of the imwmediately preceding financial year.

3_ s Statements ofpraﬁtand_foss for the curvent interim peviod,

m Cupaulatively for the curvent financial year to date,

s Compamtr've statements of profit and loss for the comparable interim peyiods (curvent

. .6)

| w _ Statement of changes in equity curmulatively for the current financial year-to-date,

_and year-to-date) of the immediately preceding financial year.
I‘N CASE OF STATEMENT OF CHANGES IN EQUITY

| * A comparative statement for the comparable year-to-date period. of the immediately.

__d)

preceding financial year.

fN CASE OF STATEMENT OF CASH FLOWS

s Statement of cash flows cumalatively for the curvent financial year to date

- n A comparative statement for the comparable year-to-date perviod of the fmmediately

_preceding financial year,

_.f: For an entity whose business is highly seasonal, financial information for the twelve months

_};up to the end of the interim period and comparative information for the prior twelve-

 month period MAY BE USEFUL..

v Following is the fllustrative example to understand the periods for which interim financial

‘statements are reqm’red to be presented

The entity's Fmancmf year emL 31 March (i‘ mawmi gmr) The entity will presem& the

) _;foiiowmg_ financial statements (condensed or complete) in  its  half-yearly interim

iffnanc:'ai’ eport as Of’ 20 ;epi:embe&" QOX?

_ Name of the component ‘ Curvent period ‘ Comparative period




Batance sheet as at
_ésmtemenf: of profit and loss : & maonths ending
Istatement of cash Fows: & months ending

IGtatement of changes in equity: & months ending

30 September 20X2

31 March 20X2

30 Septewmber 2002,

30 September 20X

30 September 20X2

30 September 20X1.

30 Septevaber 20X2

B0 Septewmber 20X1

s Scenawo {{9) E:wtrtu wub{;shes interim f'manc:al' refaorts auarterfg

';Name of the camponent

16 months ending; and
I3 months ending
' gstatemenf: of cash flows: & wonths ending

“iStatement of changes in equity: & wmonths
%Iemdr'ng

i“he em&rty’s financial year ends 31 Mavch (Financial year). "T‘he entity will present the

gfoﬂow:ng financial  statements (condensed or complete) in

éf’mamcmf reporf: as F BO Septembel" 20%2

its quarterly

fnterina

. Curvent pew’ods

Comparatave pemods o

alance sheet as at 30 September 20X2|

31 March 20X2

IStatement of profit and foss :
30 September 20X2; and

50 September 20X2

30 September 20X1; and

30 September 20X1

30 September 20X2]

30 September 20X4|

30 September 20X2]

30 September 20X

5. RECOGNITION AND MEASUREMENT

CRITERIA RECOGNITION AND MEASUREMENT

Same accounting | =

policies as annual

recernt annual financial statements.

An entity shall apply the same accounting policies in its interim
financial statements as are applied in its annual financial statenwents,

except for accounting policy changes made after the date of the most

Revenues received |.
eyelically,
oecasionally or

seasonally year.

Revenues that are veceived seasonally, cgcfimﬂy,. ov occasionally in an
interivn period shall NOT be deferred to other interim periods if
deferval would not be appropriate at the end of the entity's financial

Examples include dividend vevenue, royalties, and government granis.

financial year than other interiva periods. Such rvevenues ave

s Certain entities earn more revenue in certain interima peviods of a | .

recognised when they occur.




Costs incurved e Costs that ave incurved unevenly duving an entity’s financial year
unevenly during shall be deforved for inteviv veporting purpeses IF AND ONLY IF, it
the financial year is also approprinte to defer that type of cost at the end of the
financial year.

1

6.

Eg: Prepaid Rent, Prepaid insurance, Prepaid Property Taxes

MEASURING INTERIM INCOME TAX EXPENSE

_ -.@afc_uiazf@d_&s applying to the interim period’s pre-tax income, the tax vate that would be

_ ?appf_f?ab!e_ o expected total annual earnings (i.e. estimated average annual effective income

tax rate).

) _“ff' T hat esttmated average anmual‘ rate waufaf mf‘fect a combmat:on of" the progressive tax vate

stmcture expected to be applicable to the full year’s eammgs‘

i 'f'he tax vate includes enacted or substantively enacted changes scheduled to fake eFFect i’ater )

_ 2m the financial year, (Ind AS 12, Income Taxes provides guidance on substantively enacted

changes in tax rates).

s The estimated average annuaf fncome tax rate woufd be ve-estimated on a year-to-date

bas:s. The Standard reqwares disclosure of a s:gmﬁcamf: change in esf:fmate

Ju wsdmf:;on

_____“f S;m:faw‘g, if d:FFerent income tax rates appfy to drﬁ"erenf, categowes oF income (suz:h as

:-ca;m'i:af gains or fncome eamed in particular industries), to the extent procticable o separate

m*i:e is apphed to each individual categorg of interim pewad pre-fax income.

ga feesoﬂa&!s ..epmxfwtm qfﬁhe_ efff’«%cf _Qf_ using mre._smf_ﬁfﬁ mt;%. .

RESTATE-MENT OF PREVIOUSLY REPORTED INTERIM PERIODS

_.‘T A change in accounting policy, other than one for which the transition is spacrﬁed by a new

fnd AS, shall be veflectad by

%) Restating the FS of prior interim pewods of the curvent Fmanemf year ami the

e rmcame toxes ave assessed on an annual basis. Intevim period income tax expense s



b)

comparabile interive periods of any priov financial years that will be y‘eaffi.ﬁ.fﬁ.&{ I the

annual financial staternents in accovdance with ind AS %; OR

when £ {5 IMPRACTICABLE to determineg the curulative effect at the beginning of the

flnancial  year, adjusiing the financial statemwents of priov interiva periods and

comparable interim periods to apply the new aceounting policy prospectively from the

earliest date practicable.

 NOTE:

In Case of Accounting Estimate, if any change in accounting estimate is done during current

Cinterin period, the effect of such change should be given from the Curvent interim period

. .f.onfy {Prospective Accounting)

_8__._____5!NTERIM‘ FINANCIAL REPORTING AND IMPAIRMENT

T An entity shall not reverse an impaivment loss recognised in a previous interim period in

respect of goodwill.




1, .SCOPE _ o _ o _
> This Standard applies to all assets, OTHER THAN:

o Inventories (Ind AS=2)

o Contract Assets (ind AS-2.2.5)

o Deferved tax assets (ind AS-1.2);
e  Assels arising from employee benefits (Ind AS- :LC.')

s Financial assets that are within the scope of Ind AS-109; o
o Biological assets velated to agricultuval activities measured at FVLCTS (lnd AS- 41)
o Nowm-current assets (or disposal groups) classified as held for safe (lnd. AS 105);

B _'?T‘h:_s Standard also applies to financial assets classified as:

e Financial assets classified as investment in subsidiaries, associates, joint veniures (IND A5

110, ind AS 28, Ind AS- 211)

2. IDENTIEYING AN ASSET THAT MAY BE IMPAIRED

¥ E;An asset is impaived when its Carvyging Amount EXCEEDS Recoverable Amount

5. MEASUREMENT OF RECOVERABLE AMOUNT.

> The recoverable amount of an asset fs: '

Fair Value Less Cost of Disposal

HIGHER OF:

value {n Use

A éFAtR VALUE LESS COST OF DISPOSAL | |

» FAIR VALUE - It (s the price that would be r@ce:veoi to seH an asset o paw{ to ftmns&:r o
linbility in an ovderly transaction between market pavticipants at the measurement date
i(As por nd AS 113 Fair Value Measurement).

}?*___é_COSTS OF DISPOSAL -These ave mcsfememtai costs divectly attﬂbumbie o the drsposm' of

an asset.




3 B,_E\/ALUE iN USE

b Value in use is the Present Value of the future cash flows expected to be. devived from an

asset. .
s iPrimarily two key decisions ave involved in determining value tn use:
i) Estimation of Expected Future Cash Flows

| i), Discount Rate to be used

VALUE IN USE

j i
CASH FLows ¢ L.
i
T T T T Discount rate
INCLUDES | . .. . . .| Tobelignored .} should be a pre-
: tax warket rate
3 7~ Cash inflows from the continuing use of the | ~ Future Cash inflows/Outflows
asset; expected to arise from a futuve

1 restructuring plan to which

~ Cash outflows that are incurved to generate
entity is not yet committed

the cash inflows (including cash outflows to
prepare the asset for use) e e .

1 ~ Net cash flows from disposal of the asset at
kthe end of" rts use{"ul' frFe J

__[ggte In. measwmg VIU, cash flow pro_;ecfwns shou!d be based on forecasts covering a mmaxivaum

GUIDANCE ON FOREIGN CURRENCY FUTURE CASH FLOWS

li’ any Cash Flows avise in foreign curvency then such cash flows ave to be converted to PV

_ .;cy_rren.r:y)\..usm Spot: Rate (Rate on the date of Value in use Caleulation)

+ | CIRCUMSTANCES IN WHICH IT IS NOT NECESSARY TO CALCULATE BOTH FVLCTS & VIU.

‘ORIT IS NOT POSSIBLE TO ESTIMATE EITHER EVLCTS OR VIU -~

usmg Discounting Factor of Foreign curvency and such PV is converted into T (home




CIRCOMETANCES WIERE BOTH FVLCTS & VIU |
NEED NOT / CANNOT BE CALCULATED

] .
If efther of FVLOCTS o . . . .1 Can estimates, averdges
i X No reliable estimmate ~
VIU EXCEEDS the assel’s . and shortcuts be used to
. o b of PVLCTS available {
carvyging amount compute FVLCTS or VIU?
e A o
Then asset is not impaired | Then Recoverable ‘] [ Such Shorteuts may be 1
and it is not necessary to Amount = VIU used if they provide
estimate the other amount. | Afso Refer Note P reasonab!e approxrmatmn """

_ éNote 1: Vice Versa is NOT apphcabfe i.e. :F ViU cannot be _g_sf:zmatea'. then FVLCTS is NOT

'_Egequaa' to Recoverable Amount. In that case, we will say that Recovembfe Amount cannot be =

} i_eszf.t‘mt@d.-.. o

4 RECOGN!SING AND _MEASURING AN IMPAIRMENT LOSS

5

TREATMENT OF IMPAIRMENT LOSS

Assets Cavvied at Cost | . Assets Carvied at
Model Revaluation Model
{~  Sawe treatment of vevaluation loss will be applied to
Transfer to Pé&L ivapairment loss i.e.

- If any vevaluation surplus exist, then recognise impairment
loss in OC! to the extent of vevaluation surplus & if loss
exceeds surplus, then transfer the excess loss to P&L

- If no revaluation surplus exists then transfer the
impaivment loss to P&l ' .

OTE: After recogm't{om of an r'mpairment loss, depvecfatr’on should be charged on asset’s

g-(;ff._any)_-




;WHEN TO CONDUCT IMPAIRMENT TEST (FREQUENCY QOF IMPAIRMENT TEST)

5,
FREQUENCY OF
IMPAIRMENT TEST
. i
: | i
Whenever there is any |- s of Reguivement for ANNUAL
INDICATION that an | impaivment test in case of
asset may be impaired following assets (Also refer
__ . below Note 1)
Re{-‘esf !ndmafr-ons O_F S fntarEgr‘bfe ' Intangible Assets o GooE{wﬂf
IM‘T ;ﬁe:tbizt "1 Assels with - | Under Development | | Acquired in a
) o indefinite | (ie. not yet available | Business o
Useful Life for use) Combination

NOTE 1

o

?GUIDANCE ON TIMING OF ANNUAL IMPAIRMENT TEST

Annual impairment test may be pe pecformed same time every year and also whenever

_theve is an indication.

If an_intangible asset was initially recognised during the curvent annual peviod, that

. Zj:.'nt_angib.f;e_ asset shall be tested for impairment before the end of the curvent annual period.

i_NDICATfONS OF IMPAIRMENT

Significant Changes in Technology, Mavket Conditions, Economic & legal Environment,

‘Mavket Interest rates have INCREASED and those increases ave hkefy to affect the discount

_Asset becoming idle, plans to discontinue or vestructure the operation to which an asset .

_ belongs, plans to d:spose of an. asset befove the previously expected date.

‘Economie performance of an asset will be worse than expected.

LNOTE 2:
A. EXTERNAL INDICATORS
¥ An Asset’s Market Value has DECLINED.
. _
L whrch has ADVERSE effect on the entity
¥
- __;_ma':e_.u.sed_ in caleulating an asset’s value in use.
B. ??INTERNAL INDICATORS
LB _.Eobsofescence or physical davoage to the asset; |
»
> Useful life of an asset becoming finfte From infinite;
.
NOTE

: The above indications are only illustrative and not to be taken as exhaustive or conclusive.




6. CASH GENERATING UNITS (CGU)

» A CGU s the smallest identifiable group of assets that genevates cash inflows that generate
:;aa_sx_'/_t_ flows together as a group. _ _ _
s éso_mef:imes,_ i is not possible to estimate the vecoverable amount of the individual asset
(because individual asset does not generate cash. flows and. if no cash Flows then no VIU &if

no VIU then no Recoverable Amount).

. which the asset belongs.

ALLOCATION OF ASSETS & LIABILITIES TO CGUs

ffn that_case an entity is vequived to determine the recoverable amount for the CGU to

- ALLOCATION OF GOODWILL TO CGUs




e [epRm S 5

ALLOCATION OF CORPORATE ASSETS TO CGUSs

7 ?REC’OGM‘T’ON AND MEASUREMENT OF AN IMPAIRMENT LOSS FOR A CASH -

- fmpammenf Loss For CGU = Carvying Amount o{" CGU ~ Recoverable Awount of CGU
> ORDER OF ALLOCATION QF IMPAIRMENT LOSS TQ ASSETS IN CGU: .

@ _Fivst reduce the carrying amount of Goodwill allocated to CGU;

e Then to all other Assets including Covrporate Assets (Except those asseis which are

. outside the scope of this IND AS for eg: Trade, Receivable, lnvestments Inventory etc)
> f any asset is tested individually and also the same is included in CGU, then no impaivment
loss will be allocated to that asset in CGU as individual impairment test of that asset is

_alveady conducted.

¥ i the vecoverable amount of an individual asset cannot be determined (because value in use

cannot be determined): L o
o _In that case if CGU is not impaived, then individual asset whose recoverable amount
cannot be determined is also not impaived. This applies even if the FVLCTS of

individual asset is lower than its Carvging amaount. . .




> lmpairment loss recognised in eavlier yeavs can be Reversed for an assot (QTHER THAN . '

.?GQQDWILL);_.E{" any indications exist that impairment loss has decveased/veversed.

% _?ZINDI‘CATIONS OF REVERSAL, OF IMPAIRMENT LOSE

A EEXTFRNAL INDICATORS

» =Srgnrﬁcam‘: Changes fn Techno!ogy, Market Conditions, Economic & Legal Envivonment,
w!«;ch has FAVOURABLE effect on the entity '

P Market Interest rates have DECREASED and those increases ave hkefg to affect the discount

: __.@ra.te_ used in calculating an asset’s value in use.

_B. INTERNAL INDICATORS

> Economic performance of an asset will be better than expected.

> Significant changes with a favourable effect in a manner in which asset will be used.

 NOTE: An asset’s value in use may be greater than assets carvying amount simply because the value

of future cash flows increases as they come closer (ie. as a vesult of unwinding of discount

‘due to passage of time). However, the sevvice potentia| of that asset may not have increased.

_in such cases,

DO NOT Reverse the tmpairment Loss.

LOSS

4

{ TREATMENT OF REVERSAL OF IMPAIRMENT |. . . .

Reversal

of tmpairment Loss for
tndividual Asset

i

Asset Cavvied at |

Asset Cavried at
Revaluation Model

Cost Model

Transfer to
P&L (Income)

Treat as Revaluation Gain

Note: if impairment loss was trf to OCI,

then trf the raversal also to OCI

Reversal of tmpafrment
Loss of CGU

o -

" Reversal should be N
aflocated to the
individual assets of CaU
EXCEPT FOR
GOODWILL on 'pm rata
basis of their carrying

gmoum‘:.

-




NOTE:

Af%er Reversal, increased carrying amount shall not exceed carvying  amount (net of-_

_ 3d?prec:ﬁtroWamaWrzairon) had no_impairment loss been recognised.

MAXIMUM AMOUNT. OF REVERSAL OF IMPAIRMENT LOSS CAN BE CALCULATED A3
BELOW:

?NON-—CONTROLLING INTERESTS (NCI} -~ THE_ IMPACT ON GOODWILL [MPAIRMENT
TESTING o
éUnder tnd AS 103 ‘Business Combinations’ an entity has a choice between two mef:hods

éNC‘f @ PSNA Method & NCI @ Fair Value Method _ 3 L
h" an entity measures NCI as PSNA Method, goodwill attributable to NCI is included in

_ f‘_rec_ovembl'e amount of CGl but is not recognised in CA of Call.

_éAs-_a_comsequen_ceJ._ an entity shall gross up the carrying amount of goodwill to include the
goodwill attributable to NCI.

_?Th:s adjusted carvying amount is then compared with the recoverable amount determme

. whether the cash generating unit is impaired.

'Below is the gquidance given on the allocation of impaivment losses:

;T‘he impairment loss is allocated between pavent and NCI in proportion of i:he:r stake;

L an_impairment loss atiributable to NCI velates to goodwill that is not recognised, then

lonly impairment loss of pavent's goodwill is recognised.




1. DEFINITIONS

LIABILITY

.'..- O

B

H is a Present Obligation

Arising frow Past Events,

P’ S Settlement of which is expected to

result in an Qutflow of Resources

It is an event that creates

LIGATING

Legal ov Constructive Obligation

EVENT 3

That vesults in an entity having no realistic
afternative to settling that obligation

LEGAL OBLIGATION

CONSTRUCTIVE OBLIGATION

It is an obligation that avises from: a

= a) Contract OR E

by Legistation / Law

" Eg. X Ltd entered into a contvact

with Y Lid for supply of goods. if
any party breaches the contract, it
has ©6 pay X S0,00,000 a5 penally

2. 'PROVISION

o other party. X Lid breached the
contyact. The breach of contract is
a Legal Obligation. and X Ld rmust

(TE is an obligation that arises from: )

a) past practice, policy, specific
statement indicated to others to

acceept the vesponsibilities; AND
BY As a result of this it has created a
Yvalid expectation for other parties.

- Eg. Pollution caused by entity due to
which nearby public has protested. The
endilty promised Lo clean the river. No

N sgitle the obligation. Ve

{egislation requives so, but since the
company has promised & created a
valid expectation, i is a Constructive

L

ebligation S



A

M

:: A

. .

Timing; or

It is a Liability with uncertain

Abaount

‘RECOGNITION OF PROVISION
7~
A PROVISION |
- RECOGNISED ™S

QNLY WHEN: . |

*An entity has a Present Obligation (Legal or Constructive) as a
result of Past Event,

of% is Probable that an Outflow of Resources will be vequired,
AND

{*A Reliable Estimate can be made.
.

_f__Th_eir_e should be a past event which leads to a present obligation and gives vise to a liability

for which provision is made.
CEXAMPLE _
_In respect of warvanty provision ~ Past event is original sale.

_In _respect of contamination of land — Past event is original contamination.

_Eszttf.mg it. _H’ entity can avo_s_d s.tﬁc.h_ _expend;twe .bg its f@.twe_ .qc;troas_then __No_prov:s:oa.:s. o
recognised. L
§_Where. details of a proposed new law are yet to be finalized, obligation would arise only

‘when the law is virtually certain to be enacted.

“MEASUREMENT OF PROVISION.

A)

ESTIMAT"E

C) RISKS &
FUNCERTAINTIES|

BEST B) PRESENT

VALUE

D} FUTURE
EVENTS

E) EXPECTED
| DISPOSAL OF ASSET| -

A

BEST ESTIMATE

B Tihe amount of provision shou!d be the best estimate.

!f’ provision is yagesured for:

_ a) LARG.& POPULATION OF ITEMS (eg customer refumls, warmm;es, efa)

"o Consider the probability of sach itew




g

s Consider most likely outcome

éPRESENT VALUE

Only when time value of money is material, the amount of provision should be at present

ivalue.

Discounting factor will be pre-tax.

_RISKS & UNCERTAINTIES

Al visks & uncertainties that would resuft in increase in the amount of provision, should be

taken into account while measuring a provision.

 FUTURE EVENTS

_EFutwe_events that may affect the amount of provision, should be considered only when

y ?t_ham. is sufficient objective evidence available that they will occur. . ... .o .

_ IF evidence of such change is available — Reduce the Provision

If NO evidence is available ~ No change in Provision

 EXPECTED DISPOSAL OF ASSET

NO provision for gain on expected disposal of asset is vecognised.

AMPLE: = . ... e

At the end of 20X1, an entity is demonstrably committed to the closure of some facilivies,

._g_ha_w.'ﬂ-g..dmwﬁ. up a detailed plan_and wade appropriate announcements. The expected

.?..f_mpact of the plan is a5 follows:

Committed Closure Costs ¥ 10,00,000

20X2 | 20X

Gain from Sale of Propeviy T 2,000,000

. QTM prow‘sfah_raqw"mi at the end of 20X1 is T 10.00.000. The expected. gain on the sale of .

_ ‘the property is dealt with separately under the devecognition criteria in Ind AS 16,




¥

M.

;_ efement: within tiabilities.

'NO provision is to be recognised as it does not meet the definition of provision.

USE QF PROVISION

1t can be used only for expendituve for which the provision was oviginally recognised. it

cannot be settied against expenditure that does not velate to the provision.

CCHANGES IN PROVISION

It is to be reviewed at every year end, and adjusted to vefiect the curvent best estimate. If it
Jis no longer vequived, it should be veversed.

Once the amount of the obligation is cvystallised and there is no uncertainty associated with

Where discounting is used, the carrying amount of provision increases each peviod due to
?p.assage of time. This increases the provision in B/S and it is vecognised as Finance Cost in~
P&l R o L
AJOURNAL ENTRY | - Finance Cost A/e Dr.

. To Provision Alc

FUTURE OPERATING LOSSES

“avoided by closing the business),

CCONTINGENT LIABILITY
DEFINITION

" Possible Obligation |
Athat arises from past
events

one ov wore uncertain future events not

i . . : .
Whose existence will be confivmed only ..
by the occurvence or non-oceurvence of |

......... s within the contvol of the entity
Q) Preseﬁnf: Obligation Y} {) I is NOT probable that outflow of
....... N that avises from past resouvces will be requived;
Nevaee” CNJevenis but is not OR

recognised as a
provision/liabilty

1y The amount cannot be estimated

\beacuse: )

I’“Qh'abl‘y' L




It - TREATMENT OF CONTINGENT ASSET

. TREATMENT QF CONTINGENT. LIABILITY.

y Contingent liability is NOT vecognised In B/5, it is om‘y DISCLOSED.
» ‘No disclosuve is vequived i possibility of outflow is REMOTE.
S Where the entity is jointly & sevevally liable for an obligation:
e For Own Shave — Create a Liability / Provision
o For QOther's Share — Contingent Liability (if not remote) _
= A:‘: the end of each year conf:mgent f:ab:t':tg is to be. rewewed, if it becomes pmbabfe that

f_i_rab:hty is ..remqveaé... o

4, CONTINGENT ASSET

. DEFINITION.

- Whose existence will be confirmed only
_ by the occurrence or non-occurrence of§
one or were uncertain future evenits not

' within the control of the entity

Possible Asset that |
arises from past ..... -
events :

{ CONTINGENT

INFLOW IS VIRTUALLY | [INFLOW (S PROBABLE BUT |- .| INFLOW IS NOT
CERTAIN ~ { NOT VIRTUALLY CERTAIN | PROBABLE

Not a contingent Asset, as “f Contingent AsseiY

Contingent asset is

| the inflow is virtually certain i ) . is nefther
i NOT recognised BUT .
it becomes an asset. . . recognised nor §
. . | Disclosures ave vequived | . o
S0 vecognise the asset | disclosed
# TABULAR DEPICTION L
| Likelihood of outcome Contingent liability Cantmgent asset
| Virtually certain (95’ eater than 95% Recognise the provision | Recognise the asset

| probability)

” Probable (50% - 45% of pmbabthfy) Recognise the .fasf’ovfsfom Dfscl'o..f,\;h”géout the

contingent assel




;§ Possible but not probable (5%
| ~ 0% of probability)

Disclose the contingency

No disclosure pervnitted

Reynote (lass than £% ;orobcxbfh’ty) No disclosure mqw‘ked

No disclosure permiﬁ;ed

5 REIMBURSEMENTS |

_fre:'mbwﬁed by another party.

% 'RECOGNITION CRITERIA

> Reimbursement is vecognised only when it is virtually certain that such reimbursement will

. be veceived

» iln this case some or all of the expenditure required to settle a provision is expected to be

{f NOT virtually certain, then disclose the reimbursement. . ..

S 5Accoumwa TREATMENT |
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_ g.re_f_m&_urse._mant_asset w:H ba.._shOWn sepamt_e!y in B/S)

' iIn P&L., Provision expense & veimbursement income can be netted off and presented.

v

B
B

. f&,ONERous CONTRACT

...?Th@..a.mount,of reimbursement shall NOT exceed the amount of provision

ONEROUS

CONTRALT ™S

Unavoidable Costs of meeting
the obligation EXCEEDS

“Contract where

Economic Benefits to be
recieved under it

% iAccour\mNa TREATMENT

h’: is to be recognised as Provisiown.

R 'ihe unavoidable cost (Amount of Provision) is cost. oF exiting ﬁfom the contvact, which is the

'LOW‘ER OF:

‘s Cost of Fufﬁffmg it; AND

'>

’?Ammime_m-t:_ As per amendment, both incremental costs to Pulfil a contract and allocation

i @ Penalties arising frowm failure to fulfill it.




| o of divectly alivibutable costs will form pavt of cost and this veguives to take inte

eonsideration impaivment loss on all assets whose cost will be considered in assessing the

7. RESTRUCTURING

| :

l L lconaract a8 onerous.
|

]

Scope of Business

A programme that
Materially changes

RESTRUCTURING OR

e T T L s Manner in which business
B ' ' is conducted

_ ?..?A_provr'sfon. for restructuring cost should be recognised only when the recognition criteria of

provision is met,

¥ lAn obligation should arise to recognise the vestructuring cost as provision.

A constructive obligation arises when;

Q) Entity has a Detailed Formal | - AND - D) Has Raised a Valid Expectation that 2
Plan LT will carry out the restructuring

(Valid expectation is cveated )
when it has started to

(The plan should state:
' o) Business concerned
by Principal location affected implement the plan
4 £) Approx no. of employees who will be OR
compensated for terminating their services ~ | | When the plan has been
d) Expenditure that will be incurved | announced to those affected by
&) Date on which plan will be implemented JoiE g

& RESTRUCTURING PROVISION AMOUNT:




INCLUDES

DOES NOT INCLUDE




) IDENT rFfABuu-rY

identifiable

Non--Monegtary Asset

Without Physical o ST
duction or s fu of |
Substance : pro or supply N

goods ov services

Held For use in: for vental to others

For administrative
pUriposes

e Eﬁm asset is identifiable fF itis e:ther

2y SEPARABLE (le. it is

capable of bemg sepamf:ed from the emhf:g am:{ sold/ tmnsfermo{_

o either individually ov together with velated contract); OR
' b) ARISES FROM CONTRACTUAL or other legal rights.

i) GUIDANCE ON ASSET

THAT INCORPORATES BOTH TANGIBLE AND _INTANGIBLE

[ELEMENTS SHOULD BE TREATED UNDER IND AS 16 OR IND AS 38

¥ ' The entity should assess which element is more significant.

Eg: 1. Softwave Purchased in o CD - intangible Asset

. 2. Computer Machine purchased incovporating sofiwayve - f“amg:bfe Asset

2. RECOGNITION CRITERIA

CINTANGIBLE -
ASSET
RECOGNISEL IF ]

PROBABLE FUTURE ECONOMIC BENEFITS, AND
*COBTS CAN BE MEASURED RELIABLY

O AND ONLY IR




3. MEASUREMENT

e o S e
INITIAL MEASUREMENT

(ALWAYS AT COST) Ty

- E = 1 — a — ]

{ Components of if assets is if asset is acquired Acquived as a tnternally
cost if asset is | | acquived by way [ 1 by way of Govt | | part of Business | 1 Generated
PURCHASED | I of EXCHANGE . .| Grant .. & Combination . .| intangible Asset

Refer Note As per

. : ~++ | Refer Note 4 |~ | Refer Note 5
2 &2 INDAS 20

INOTE 2: COMPONENTS OF COST IF ASSET 1S PURCHASED.

_ b Non re!’-'una'ab!e Taxes . .

_ c Al Divectly Attributable Cxpenses o _ _
¥ INCLUDES : Employee Costs, Cost of Testing, _Prof’ess:onai Fees, etc.

 Promotional Costs, Staff Training Costs, Administyation and Other General

Overheads, initial Operating Losses.

___’NOTE 2: DEFERRED CONSIDERATION

o {f payment is deferved beyond normaf credit tevms, then the cost of' PPE w:ﬂ' be Cash

 Price Equivalent at the Recognition Date.

o The difference between the cash price at vecognition date and the total payment s

_.__r;e_qagws_ed..a_s interest expense over the credit peviod. .

.._ENOTE : EXCHANGE OF ASSETS e
135t Pref: FV of Asset Given Up + Cash Paid (if am;)
_ __22;"”‘ Pref. FV of Asset Acquired,

Provided the transaction
- DOES NOT Lack

Commercmf Substance®

If Transaction facks Commercial Substance,

¥ DOES NOT INCLUDE : Cost of Introducing a new product, Advertrs;mg amd___




Only 1. Prof in such case: Carvying amount of Asset Given Up + Cash Paid (if any}
= A transaction lacks commercial substance (5. future cash Fows (Risk, timing & Amount) are
_' NOT expected to change as o vesult of the transaction. (i.e. Cash flows from New Acquived

_:asset are going to be same as the Cash flows from the Old T ransferved Asset)

'NOTE 4: INTANGIBLE ASSET ACQUIRED AS A PART OF BUSINESS COMBINATION

Cost of Intangible Asset a;;_qmred in Business Combination is Faiv Value at the Date of
. 'Acqmsn‘non
B fntangrble Assets acquired in business combmahon are recognised saparatefy from Goodwill
_ wrespectrve of whether the asset had been recognised by the acquiree (le. seller) befove
_ busmess combmatmn
> _IF Intangible Assets ave not sepamble from goodwrﬂ then r‘ecognrse the Intangible asset with
._...‘Goodwrh‘
v IF Intangible Assets are sepamble, but onfg togef:her with another ml‘af:ed, ttema, then
irecognise the Intangible Asset with the related item.
3 (Eg Two separable intangfble assets ave identified- a magazine’s publishing_ title and a
refated subscriber database. Fair value of publishing title cannot be reliably measuved as it

“cannot be sold without the database. Thevefore, the two mt@ng;fzfe___aswts_.@re.. vecognized as

a single asset at combined Fair Value)

NOTE 5: INTERNALLY GENERATED (NTANGIBLE ASSET




internally Generated
Intangible Asset

Other Than Goodwill

i

i
i ]
Internally Generated
& oodwill
E u
N o Regearch Phase

- it fs NOT IDENTIFIABLE

Development Phase

Original & Planned
lnvestigation undertaken B
the entity CANNOT
demenstrate that an
Intangible Asset Exists

nov arises From a legal
contract)

~Also, Cost incurred to
internally generate

The phase that converts
the results of research
inte a marketable
product

ur |

goodwill cannot be

Capitalise the cost incurred )

measuved veliably. All expense incurved in

Therefore NOT recognised
P&L

Researeh Phase Charge to

in development phase &
recognise as an intangible
Asset - ONLY IF conditions

as an Intangible Asset

&) ‘An intangible asset avising From development phase

given below ave satisfied *

should be recognised if and only if, an

entity can demonstrate all of the following conditions:

> Technical feasibility of completion of Intangible assets

?lnf:enff'on to complete the :'m‘i':angibfe asset'_ _

. .>._;Avarfabmfy of adequate vesouvces like technical,

__:devefopmenf

Abrhtg to veliably measuve fhe expend:tum dwmg its

N \';:

How the mtamg:bfe asset wrff genemte pmbable Futwe economic beneﬁfs

financial ov others to compfete the

davet'opment

by Cost of an internally generated asset to be capitalized

> Stavts from the date when development phase begins.

1




{TTTC0STS TO BE CAPITALISED FROM
DEVELOPMENT PHASE

E

All divectly attributable Expenses
|

T 5 S ROt I PR
tncludes o . _ Excludes
| ~ Costs of matevials & services consumed ~ Selling, Admin & General OHs
~ Employee Cost - Abnormal Loss
~ Fees to vegister a legal right | - Initial Opevating Loss
| - Amortisation of patents and licences that ave | | - Staff Training Cost D)
| used to generate the intangible asset y
_c)_?_O_ther Important points velating to Internally Generated intangible Asset
For Internally Generated Intangible Assets
Difficult to Distinguish ttems that should NOT be | |  Research & Develpoment
between Research Phase & |~ | recognised as an Intangible | Project Acquived as a part of
Development Phase ' Asset R Business Combination

-

It can be recogrused as an
tntangible Asset if it meels the
Definition and it is ldentifiable

- Brands

- Customaer Lists

| - Publishing titles
- Mastheads

Treat as Reseavch
Phase

(Also Refer Note bolow) __}

‘Note: After Recognising Acquived Research Project, company might incur expenses on the
‘said veseavch project in 2 phases ie. Research Phase & Development Phase. Expenditure

. .ﬁr’nc_umd by self in the research phase will be trf to P&L.




SUBSEQUENT
MEASUREMENT

y ; . ;

COST Model 3 REVALUATION Mode!'
1 Fair Value on Date of Revaluation T
J Cost
. Less: Subsequent Accumulated Amortization
..{ Less: Accumulated Amortization 3 : :
. | Less: Subsequent Accumulated tmpairment
- Less: Accumulated lmpatrment Losses | .
i L.osses
: e Nt S—
INOTE: Faiv. Value must be determined by reference to an active mavket. If active market fs

Modef T

REVALUATION MODEL §....

..... e T e
B ' B I
7y Frequency i Treai:w:e:tdo{-' {ii) Revaluation to be iy Treatment V) Transfer of
of - Acw"_"“'? ¢ “t applied to entive class | | of Revaluation - Revaluation Surplus to
revaluation Awmortization on . of Assets Gain & Loss | ¢ Retained Earnings
date of Revaluation ; : :
iy FREQUENCY QOF REVALUATION
if significant and volatile | .
Annually
Frequency of Changes
Revaluation -
If insignificant Changes — Every -5 Years

ff')___ TRE-’ATMENT OF ACCUMULATED AMORTIZATION ON DATE OF REVALUATION

When an intangible asset is revalued, the. carvging amount of that asset is adJusfed to the .




Treatment

T

Method 1 ~ Acc.
Avnortization Eliminated

Ve

Journal Entry

B To Asset Alc
_ 2. Asset ASc Dr.
To Reval Gain Alc

N

1. Ace. Amortization Afc Dr.

.E.

Method 2 ~ Ace. Amortization
NOT Effminated

. \__To Reval Gain A/c

Y fét‘:eps:

1. Find % Gain/l.oss
= Reval G/L + Carvying Amt
2. Increase Ace Amortization and
Gross Block of Asset by above %
3. Journal Entry
Asset A/c Dr.

To Ace Amortization Alc

N llf) REVALUATION TQ BE APPLIED TO ENTIRE CLASS OF ASSETS

3 Uf an Intangible Asset is vevalued, the entire class to which that assel befongs shall be____

Lvevalued.

> Exception: If no active market exists for an Intangible Asset in a_class, then that particular

_‘?asse_.t_._w_iif_ be cavvied at Cost Model and remaining Intangible Assets in that class can be

___i_carrred at Revaluation Model

vy TREATMENT QF REVALUATION GAIN & LOSS . .. o




TREATMENT or

C REVALUATION GAIN & ..
LOSS }

T g et

: I
Fivet Thma . I P—
Revaluation Revaluation
£ ! i L e i W
Revaluation Revaluation } Revaluation | Revaluation
dain Loss | Gain Loss

act

o whether the asset had
pécl. Giain or Loss in

Previous Years?
i

{ Whether the asset had
Gain or Loss in Previous
Years?
)

; Previous Previous Previous § Previous
B R Gain | ocs Gain | | oss
; f Tvansfer Curvent 8 Ay Transfer

Transfer Gain to Pél to

| Cuvrent |- the extent it
1 Gain to OCI

reveyses
o T L Previously
' recognised l.osses
. in P&L..

Balance of Gain
(if any) - Tl to

Transfer Current
Loss to OCI to the
extent it reverses
Previously
recognised Gains
in OCIL

to P&l

Balance of Loss (if
any) - Tvf to Pé&l.

| TRANSFER OF REVALUATION SURPLUS TQ RETAINED EARNINGS

Transfer of Balance in Revaluation
surplus to Retained Earnings

Excess Amortr‘zm_’:ion

When Intangible Assel is

Expess Amortization = Aortization on
revalued amount () Amortization on Carvging
Avount if the asset was NOT revalued

Such Excess Amortization CAN be trarsfered to

RE (This (s optional) ) Y

i S

Transfer full balance of |
vevaluation surplus to
Retained Earnings

(This is NOT optional) |

Curvent Loss :g




. ESUBSEQUENT COST INCURRED

5 'Most subsequent expenditure do wnot vesult in excess FEBs. Thevefore, such expendituves ave

_écf'\arg_eai_f;_o P&l

5, EXPENDITURE INCURRED BUT NO INTANGIBLE ASSET

> The following types of expenditure should always be vecognised as an expense:
>= Expenditure on research (except when it is acquived as pavt of & business combination);
> Start-up costs
» Expenditure on training activities;
B Expendituve on advertising and promotional activities

. Expenditure on velocating or reorganising part or all of an entity.

6. AMORTIZATION s
> It is systematic allocation of AMORTIZABLE AMOUNT to P&L. over its Useful Life..

e S

AMORTIZATION .

T [ — L T
P ; Amortization Amortization Amortizable

Method e . Pgw'od R . L R ARLOUNE
I 7

1. 5tM Commencement Cessation Cost
2 WDV L E L )

3. Units of Production _ . o )
. { Earlier of : N Resilual

- Method E S Vfﬁ;fjﬁ;ﬁ; I iy Asset classified as Held for | - Vaiue
For use || sale - as per IND AS 105
Methﬂd based on Revenug OR
g C e Y inDevecognised (Scrapped, or

. T i bommmy, Sold)
g In Mest Cases E In Rare Cases

“§ Can be applied only if revenue

| s the limiting factor.

Eg. Right to operate tell upto
Specific Revenue

A\ Also refer Note below

Inappropriate |




‘Note:

1. Amortization of an intangible asset DOES NOT cense when the intangible asset is idle ov no

{onger used, unless the asset has been fully amortized or is classified as held for safe.
2. éf.ntnngféﬁe_ asset with indefinite useful life is not amortized but is tested for impaivment

‘annually (as per IND AS 36).

'RESIDUAL VALUE

7.
e 'gResrdual Value of an Intangible Asset in most cases is, afways assumed to be ZERO UNLESS:
a) Theve is a commitment by a thivd party to purchase. the asset at the end of its usef’ui‘
tife; OR
b) Theve is an active market avaffabl‘e for the lnfang:ba’e Asset & It is pmbabi‘e that such
- mavket will exist at the end of useful life of the asset. N
> If vesidual value exceeds carrying amount, then amortization value shall be zevo.
8. USEFUL LIFE
: [ Should NOT b amortized
Infinite Useful Life et but tested for tmpafrment |
Useful life of an Intangible - Anmuah‘y e
Asset
Finite Useful Life Amortize

EGU'DANCE QN USEFUL LIFE OF INTANGIBLE ASSET ARISING FROM A CONTRACTUAL OR

OTHER LEGAL RIGHTS

> The useful life shall NOT exceed the penod oF the eontract, bui‘ it may be shorter dependmg

h‘-‘ the contract is mmewabf@, then the useFu! frFe of? the miamg:bfe asset shat‘i mcfude the

renewal period ONLY (F :

i 4) There is supportive ewdence (posSrb!‘y based on expewemce) ihm& contract er be_

rsneweat

by Any condaf::ons necessary to obtam mmewaf wu‘l be sat:sﬁed AND

¢) Cost of renewal is NOT significant compared to the FEBs expeci:ed to Ffow Fsrom remewa!




8.

B

ANNUAL REVIEW AS PER IND AS 8 - ACCOUNTING _POLICIES, CHANGES 1IN .

ACCOUNT!NG ESTIMATES AND ERRORS

Amar&rmﬁon Method, Residual Value & Useful Life shoufd be rewewea‘ at each financial ys’asﬁ_ o

éﬂd

> If any Change — Then it should be accounted for as CHANGE (N ACCOUNTING ESTIMATE .

et IMF’ AIRMENT

}’

F Gam/Loss on Devecognition = Net Proceeds ( } Carvying Amount

[{i)No FEBs are expected

> tmpairment testing and impairment. {osses are accounted as per tnd AS-36.

For an intangible asset with indefinite useful fives, an impairment veview is vequired ot Ieast

ANNUALLY.

11 'DERECOGNITION

» Devecognise the Asset when:
DPisposed
 OR.

Gam/!_ass should be transferved to Pé&L, it should NOT be cfnssrﬁed as Revenue fe. it will be

:_shewsa under the head of Other Income.




R

DEEINITIONS

To Earn Rentals
P N d ok
o S Tt e e
PROPERTY ™ -1 , OR
’ use asset"
For BOTH
Held by Owner For USE 'Nai;iaife *
OCCUPIED :
PROPERTY ’ Held by Lessee as a "Right of use . IND AS L1608
> oz Asset S applicable

% EXAMPLES OF INVESTMENT PROPERTY

a) ?Land;_ held for long-term capital appreciation vather than for short-term sale in the

ovrdinary course of business.

__b)__ngnoi_ held for a curvently undetermined future use. (If an entity has not determined that it

_ .wfﬂ use the land as owner-occupied property ov for shoyi-term sale in the ordinary course

oF business, the land is regavded as held for capital appreciation.)

) A building owned by the entity (or a right-of-use asset relating to a building heu‘d bg the

‘entity) and leased out under one ov move operating leases.

) '?.F’rar)mai:hatis being constructed or developed for future use as investment property.

) i F’r‘opsrty em’:emded For‘ sale in the ordmarg course of business (Ind AS 2),

by ==()WHQV‘--OCCMPI'66{ propew,g (IND AS 1& & IND AS 116),

ai) merwoccup:ed pmpeﬁ:g awartmg d:s;aosa! (r‘ND AS. 3«()5’)




2. RECOGNITION CRITERIA

INVESTMENT PROPERTY
RECOGNISED AS ASSET IF -
AND ONLY IF:

PROBABLE FUTURE ECONOMIC BENEFITS, AND
COSTS CAN BE MEASURED RELIABLY

NOTE: An investment property held by a lessee as a right-of-use asset shall be vecognised in.

-accordance with ind AS 116

3. MEASUREMENT

MEASUREMENT

. (Alwags at COST) Voot

'Cow-.ponemts of cost if [ IFinvestment pmpem‘:g 5 | [ IFinvestment property is
investment property is acquived by way of held by lessee as a right-
PURCHASED (OWNEDY | | EXCHANGE o of-use asset

Inttially Measured at rts
cost fn accordance with § .

Refer Note 1 & 2 Refer Note 3

?Mo*rs 1: COMPONENTS. ST {F ASSET IS PURCH

& Purchase Price (LESS Trade discounts and Rebates)

b Now refundable Taxes )

c. All Divectly Attributable Expenses L B

> INCLUDES: Professional fees for legal services, property transfer taxes and other
_transaction costs. L
> DOES NOT INCLUDE: Stavt-up costs, operating fosses, abnovmal wastages in
- constructing or developing the property.

NOTE 2: DEFERRED CONSIDERATION

;_s If payment is deferved beyond normal credit terms, then the cost of PPE will be cash

price equivalent at the recognition date.




* A transaction lacks comumercial substance is .Fut_we cash flows (Risk, timing & Amount) are

NOTE_3: EXCHANGE OF ASSETS - . T
_E:I_St Pref: BV of Asset Given Up + Cash Paid (if ang)
2rd Pref: BV of Asset Acquived,

3;@_ ‘The. differonce betureen the cash price at vecognition date and the total payment S

" yeeognised as intevest expense over the credit peyiod.

. Provided the transaction
| DOES NOT Lack
Comw\ercmf Substance®

If Transaction lacks Commercial Substance., _ . o
_?:On!‘g 1. Pref in such case: Cawymg amount of Asset Given Up + Cash Paid (if. amg)

INOT expected to change as a vesult of the transaction. (ie. Cash flows from New Acquired

asset ave going to be same as the. Cash flows from the Old Transferved Asset)y

L7
L

" ind AS 205 (ie. at FVLCTS)

C

3

__ESUBSEQUENT MEASUREMENT

An entity wmeasures subsequently all its investment pro;aertg AT COST. (Revafuatmn Modef is
énot permitted for investiment propertif) o o
“This Standard requives all entities to wmeasure the fair value of investmegnt properf:g, for_

disclosure purpose even though they are requived to follow the cost model.

i The investment: pmpeﬂy which subsequently vaeets the criteria to be classified as held For__

GUIDANCE_ON FAIR VALUE MEASUREMENT FOR DISCLOSURE PURPOSE




_NOTE: }Am_entf'ty that has measured the fair value of investment property under constvuction wmay

fnot conclude that the faiv value of the completed investment property cannot be measuved

_iveliably.
4, SUBSEQUENT COST INCURRED .
CosTs
Cost of Day to Day Sevvieing | .. ... . Replacement Parts

Charge the expense Cost' o'F replacement ;'oa.m‘:s are capitalised if
to P&L ) Definition & Recognition Criteria are met.

If wet then, Devecognise Old & Recognise New
Carrying Value

AN

m Investment Property will be depreciated, except in case of Land

k- EPROPER‘I’Y HELD FOR MORE THAN ONE PURPOSE

> In cases wheve property is held partly for capital appreciation and/or ventals (investment

- %g_arope_r{:g) and partly held for use (owner occupied property), such property is accounted as




§£o;_:ows: L

PROPERTY HELD FOR MORE
THAN ONE PURPOSE

Two parts can be sold
sepavately

Two parts cannot be sold
sepavately

Both the parts are
accounted separately

Held for use povtion is
INSIGNIFICANT

o

Heid for use povtion is
SIGNIFICANT

| Full Property Accouni'edw_

Full Property Accounted

for as Investment
Property

for as Owner Occupied
Property

w

6. ANCILLARY SERVICES PROVIDED TQ OCCUPANTS OF PROPERTY

> iln some cases, an entity provides ancillary services to the occupants of a property.

ANCILIARY —

1| {FServices Provided | | 1F sevvices Provided |
ave INSIGNIFICANT ave SIGNIEICANT

Treatl as Owner
Occupied Property

Treat as Investment
Property

i

NOTE: It may be difficult o determine whether ancillary sevvices ave so significant that a property

does not qualify as investment property. Therefore, Judgement is needed in such cases.

VEXAMPLE

“fhe owner of an office building provides security and waintenance services to the lessees

who oceupy the building, In such a case, since the services provided are insignificant, the

property would be treated os an investment property.

CIf an entity owns and manages a_hotel, services provided to guests ave significant to the

‘arvangement as a_whole. In such case, an owner-managed hotel is owner-occupied




. f:pm;a_ev_*fg, rather than invesbivent properiy.

L7

PROPERTY LEASED TO OTHER GROUP MEMBERS
®

In some cases, an entity owns property that is leased to its pavent or another subsidiary.

-PROPERTY LEASED TO OTHER

GROUP MEMBERS

tn Consofidated Financial | n Separate Financial

Statements Statements
: : g -
Does not qualify as investment property The property is treated as
because the property is owner-occupied from | investment property
the perspective of the group - | provided definition is met

. __'TRANSFER (TQ_OR FROM INVESTMENT PROPERTY)

An entity shall transfer a property to or from fnvestment propertg only when there is a

__§CHANC:‘E IN USE. A change in use occurs when the property meels or ceases to wmeet the

definition of investment property and there is evidence of the change in use,

NOT :___A change in management’s intentions for the use of a property does not provide ev;dence oF N

ia change in use.

EXAMPLES_OF EVIDENCE OF A CHANGE IN USE INCLUDE;

ind AS 40

covamencement of owner-occupation, or of development wnh a view to owner-occupation,
) For a transfer from investment property to owner-occupied property;
 nd AS 40

L}

And AS ,l-é:

‘commencement of dovelopment with a view to sale, Fur a. tmmsFer !*mm investment

_;pmpey“tg to inventories;

Ind AS 2

| }vamw or

 nd AS 16
AR

5-mvesv¢me.wv P*ﬁ??ﬁ@ﬁ- I




v

clnd AL 2

- RPERECOGNITION

Transfers between investment properiy, owner-occupied. propeviy and inventories do not

_;.change__f:!f.\e__cawgf"ng_ amount of the ;cwp;eef‘tg transferved and they do not change the cost of

?Demcogmse the Asset when:

____EODasposed OrR u') No FEBs are pxpecred

. 1O,

';aa_fn( Loss _s_ho_u lel _be_ tr'mfe_rred_,tq P&L ., f'_f: Shp_uf_ci NOT _.;Eee. aiassfﬁ_“ed as Revenue.

SUMMARY ON WHICH IND AS IS AF’PLICABLE TO VARIOUS PROPERTY

ls.No  [Property .~ poes it wmeet Which ind AS
' definftion of is

thvestment Property  |Applicable

1 1. owned by a Co and leased out under Yes Ind AS 40

an Opamtmg Lease

2. |Held asa right-to-use asset and ) Yes ind AS 40

leased out under an Operating Lease

B, |Held as a right-to-use asset and Neo : lnd AS 116

feaszd out under Finance Lease

4. F’mperty acqwmd with a view for " No nd AS 2
developyaent and vesale undey |

ordinary course of business

6. |land held for curvently undetormined " Yes tnd AS 40
pse
7. [Property occupled by Employees Neo lnd A5 16

paying vent at less than market rate

8. lnvestment Pmperi:g held for safe No Ind AS LOS




1. SCOPE .. .

Biologieal Assets velating to
agricultural activity

APPLIES TO

Agriculture Produce at the Point - Government Grant relating to
of Havvest ) assets covered under IND AS 41

Land Related to Agricultural
Activity

tntangible Assets Agrieulture Produce

asscociated with : DOES NOT ) after the point of

Agriculeural Activity |
Bearer Plant

BUT it applies to Agricultural
Produce on those Bearer Plands

Government Grant
relating to Bearey Planis

_ For example, tea bushes, grape vines, oil palms and rubbey trees, usually meet the definition
m“a beaver plant and ave outside the scope of Ind AS 41 and covered under nd AS 16.
‘However, the produce growing on beaver plants, for example, tea leaves, grapes, oil palm

_ éfmft and latex, is within the scope of ind AS 41

H

2. DEFINITIONS




Beareyr Plant

1 BIOLOGICAL

Living Plant

BIOLOGICAL ASSET,
OR AGRICULTURAL.
"PRODUCE ARE

- RECOGNISED IF AND -

CONLY 1F:

4. MEASUREMENT

. . Nown - Bearer Flant |
ASSETS .
Animal
Entity's Biclogical
AGRICULTURAL PRODUCE Havvested Product of Y Assots 9
Biological Transformation &
Harvest of Biological Assets
AGRICULTU&AL — - » — .
ACTIVITY or Sale or Conversion]
Into Agricuftural Produce or
Additional Biological Assets

SENTITY CONTROLS THE ASSET AS A RESULT OF PAST EVENT "
SPROBABLE FUTURE ECONOMIC BENEFITS, AND '
|*FAIR VALUE OR COST CAN BE MEASURED RELIABLY

1 BIOLOGICAL ASSET . \
| _‘?_ e {at the point of harvest)
Fair Value LESS Costs to Sell ... ...\ PFair value LESS Costs to Sell

- :
EXCEPTION.:

if FVLCTS cannot be measured reliably
then use Cost Model. Unece FVLOTS
becomes veliably measurable, then

Y 1. Uniike Biological Asset, there is NO exception heve ie.
aceovding to nd AS-41, FVLCTS of agricultural produce
1 at the point of harvest can always be measured rveliably.
2. When agricultural produce (after point of havvest) is
elassified as tnventory -~ FVLCTS as per IND AS A1 will

| measure the bivlogical asset at FVLCTS

y. , become Cost of Inventory y

=



value measuvement of biological assets as per ind AS 4%.

% OTHER [MPORTANT. POINTS RELATING TO MEASUREMENT CRITERIA
‘Measurement?

> YES

b) ‘What are the veasons due to which FVLCTS of Biological Asset can change?
> It can change in the market due to both:
o Physical changes & =

e Price changes

p).?C.an Contract Price be relevant in measuring Faiv Value?- L
» NO. Because Entities often enter into contacts to sell at a future date & faiv value should

veflect the curvent market value.

__d)_.éCan Cost be considered as approximation of Fair Value?
> YES, ONLY WHEN: o
o little biological transformation has taken place since initial eost incurvence
_(For example, newly acquived livestock); OR |

. o the impact of biological transformation on price is NOT gxpected to be Material

¢) ‘What will be the fair value of biological assets attached to Land when NO separate market

exists for such biological assets?




6.

ce Inftial Recognition OR

io From Changes in FVLCTS

» AH such Gains & Losses shall be f:mmFewed to Profit & Loss Ale

EGOVERNMENT GRANT

B ("ovemmenf Grant is usually veceived for Biological Assets Only..

GOVERNMENT GRANT FOR BIOLOGICAL ASSETS
(OTHER THAN BEARER PLANTS)

s For example, a Conditional Grant may requive an entity to farm in a particular l‘ocauon for

=5 years and requive the entity to veturn the Entire Grant if it farws for a period shovter

than 5 years.

lu this case, transf-'er the gmm& to P&l onfg aFter & yeavs.,

:-However, if the terms of the grant allow part of it to be retained according to the time

Biological Assets Measuved at

COsT

Conditional Grant

Apply IND AS 2.0

Transfer to P&L only when
conditions attached to
Government CGrant are met
(Also Refer Eg below)

Biological Assets Measured at
FVLETS

i
Unconditional Grant

{  Transfer to P&L when

| grant becomes receivable

|
[
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INTRODUCTI‘ON

L Comceptua”g, the accounting under ind AS should be appfred vetvospectively at the time of
transition to Ind AS. .

= However, Ind AS 101 grants limited exemptions from these vequivements in specified aveas

_____ éwhere the cost of complying with them would be likely to exceed the benefits to users of

Fmammlsﬂatements O o

.tnd AS 101 also prohibits vetrospective application of Ind AS in some aveas (caﬂ'ed

_:exceptrons), particularly where vetrospective application would  require judgments by

- imanagement about past conditions after the outcome of a particular transaction is alveady

known.

| The objective of this tnd AS is to Heis trdnsparent for usevs and comparable;

 ensuve that first Ind~AS FS, and its
 interim financial veports contain high
. quality information that

{uprovides a suitdble starting point; and

“ieat a cost that does not exceed the
benefits

5. DEFINITIONS o
" a) ‘First ind AS Financial Statements

_ ‘ﬁ‘ﬁhe fivst annual FS in which an entity adopts Ind AS, by an explicit and unveserved
_.:statmefnt of comapliance with Ind AS Le. partial compliance is not enough to make entity
lm& A5 compliant.
. f?)__é_Ff?”_St —time adopter

T An entity that presents its first tnd AS financial statements, that entity is known as first
time adopter

¢) Pate of Transition to Ind AS

. @‘T,ﬁ“_he baginning of the earliesi period for which an entity presents full compavative




)

3

nformation under ind ASs in first Ind AS Financial statements.

?Opem’ng Ind AS Balance sheet

A entity’s balance sheet at the date of transition to ind AS

First ind AS veporting period

- _Q'.i.‘ he latest veporting period covered by an entity's first tnd AS financial statements

| EXAMPLE

%}(Y:?’ Litd, is a BSE listed company having net worth of 3100 en S0 XYZ Lid. has to prepare

financial statements as per fnd AS from Lsi April 20X1.

. im this example, First Ind AS Financial Statements would be the statement for period

_éenqu as on BL.05.20X2

Fivst ~time adopter~ “XYZ Lid” with ef'f"ect From 01.04.20X1 Opening Ind AS Balance

sheet ~ OL.O4.20X0

SCOPE .

_Date of Transition to Ind ASs-01.04.20X0 o
Fivst ind AS reporting period-01.04.20X1. to 31.03.20X2.

First ind AS FS

Applies to:

Each interim financial report for part of the
period covered by its first Ind AS F5

Does Not Changes in accounting policies made by an
apply to entity that alvready applied tnd AS
RECOGNITION AND MEASUREMENT

OPENING IND AS BALANCE SHEET

S An entity shall prepare and present an opening Ind AS &fafance sheet at the date of__

transition to tnd AS. This is the starting point for its accounting in accordance with tnd AS.

b)

8

ACCOUNTING POLICIES

__éEmutg uses the same accounting policies in its opening !m{ AL Ba!amc& Sheet and through all

ff?e*f‘iod_ﬁ presewied in its fivst Ind AS financial statements. Those accounting policies shall

comply with sach Ind AS effective at the end of its fiest Ind AS veporting peviod, subject to:




W

a

Mandatory exceptions and

Optional exeynptions

EF An entity __s_!n_at'l) fn r_'f;s opening Ind AS Balance sheet:

‘/ .

_ Recognise all assets and ligbilities whose vecognition is requived by Ind AS.

Not recognise itews as assets ov liabilities If Ind AS do not permit such vecognition.

For example, tnd AS 115, has diffevent thresholds for revenue vecognition as compared

to AS 9 under Indian GAAP and hence an ftem that is recognized as a trade receivable

in_Indian GAAP, may not be so recognized under tnd AS;

- Reclassify items that it recognised in accordance with previous GAAP as one type OF

asset, liability or component of equity, but are a_diffevent type of asset. liability or

- component of equity in accovdance with Ind AS.

investment property wheveas the same are presented as property, plant and

s ?_E (CEPTIQNS/ EXEMPTIONS

For example, Ind AS vequives classification __oF assets given on operating lease as

equipment under tndian GAAP; and |

Apply Ind AS in measuring all vecognised assets and (iabilities,

For example, Ind AS has well-defined measurement principles for financial assets and
liabilities , like certain investments are wmeasured at faiv value under Ind AS, whereas

_ the same are weasured at lower of cost and faiv value under Indian GAAP,

% There are two kinds of exceptions / exemptions in this ind AS

]

Doom

a) \MANDATLY_R_. (Exceptions to the retrospective application of other Ind AS)

Mandatovy (Exceptions to the vetvospective application of other Ind AS)

_ Qptional (exemptions from application of other tnd AS)

) ESTIMATES.

. ;c(?.’:f‘.s

) _éqdju

@ An. entity’s estimaies in nccordance with !mi A5 at the date of transition to Ind AS shall be

istent with estimates made for the same date in accordance with previous GAAP (after

stments to reflect any diffevence in accounting polizies), unless theve is objective

‘evidence that those estimates weve fn eyvor.
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. r'.f)__EDERECOGNITION OF FINANCIAL ASSETS AND LIABILITIES

@A first-time adopter shall apply the. derecognition rvequirements in Ind AS 109

prospectively for transactions occurving on or aftev the date of transition to ind AS.

T An entity may apply the derecognition requirements in tnd AS 109 vetrospectively from a.
: y may apply g 7 P Y

.Ed.ate_oﬁth;e._eﬂﬂt_'ty’s choosing, provided that the information needed to apply Ind AS 109 as.

a resutt of past transactions was obtained at ithe time of initially accounting fov those .

L iransactions L

iif) NON-CONTROLLING INTERESTS

T A first-time adopter shall apply. the following requirements of Ind AS 110 prospectively

; _.._?From_ the date of transition to Ind AS:

.= Total comprehensive income is attributed to the owners of the parent and to the rnop-.

controlling intevests even if this results in the non-controlling intevests having a deficit .

balance; y
. Accounting for changes in the parent’s ownership interest in a subsidiary that do not
result in a loss of control; and

s Accounting for a loss of contvol over a subsidiary,

i} f'v)_i:CLASSlFI‘CATION AND MEASUREMENT QF FINANCIAL ASSETS

@ Ind AS 109 contains principles for classification of a financial asset as at (a) amortised cost

. or (b) faiv value through other comprehensive income or (¢} fair value through profit or foss. .

-k
H




Such classification depends on assessment of featuves of the financial asset on the date of its
inttial recognition.

find AS 101 provides an exception to this general principle by requiving that such

 assessment should be downe on the date of transition to Ind AS.

é.tn_o[_ AS 101 further provides that if it is impracticable to assess the befow mentioned

featuves of a financial asset as at the date of transition to ind AS, the “contractual cash

_flow chavacteristics test” shall be done without consideving those featuves: ..

o Modified time value of money elernent
s Significance of the fair value of a prepayment feature

iAn entity shall disclose the carvying amount of such financial assets until those Fmanc:af )

_iassets are devecognized.

nd AS 109 requives the measurement of amortised cost of a financial asset or a financial

_liability using effective interest method. As an exception to this general measurement

_principle, Ind AS 101 provides that if it is impracticable (as defined in Ind A3 8) for an

lentity to apply retrospectively the effective intevest method in Ind AS 104, the fair value of

the financial assat or. the financial liability at the date of transition to Ind AS shall be the

new gross carvying amount of that financial asset or the new amortised cost of that

_ financiaf fiability at the date of transition to Ind AS

M

Am entity shall applg the fmpmrment requrrememts of ind AS 109 retrospeci:rve!y subject to

_the fact that information is available without undue cost ov effort to determine the credit

sk

L&~

@i at the date of transition to Ind ASs, determining whether theve has been a significant

undue cost or effort, an entity shall vecognise g loss_allowance at an amount equal to

L An entity is not vequired to undertake an exhaustive seavch for information.

‘tncvease in credit visk since the inftial recognition of a financial instrument would vequive

ifetime expected credit losses at each veporiing date until that financial instrument is

derecognised, unless thai financial nstrument is fow evedit visk at a veporting date

vi) | GOVERNMENT LOANS

A first-time adopter shall classify all government loans veceived as a finoncial liability or ar




equity instriument in accovdance with ind AS 32, Financial instrumenis: Prasentation.

@A fivst-tima odopter shall apply the reguivements in Ind AS 1049, Financial Instvuments,
and Ind AS 20, prospectively to govarnment loans existing at the date of tvansition to Ind
AE and shall not recognise the corvesponding benefit of the government loan at a below-
Cmarket rate of intevest as a government grant. L

P An enlity may apply the requiverments in thd AS 209 and Ind AS 20 retrospectively to any

_government loan oviginated befove the date of transition to tnd AS, provided that the

information needed to do so had been obtained at the time of initially accounting for that, { .

Llean. ]' .

. ?Qovemment_ of india provides loans to MSMEs at a below~market rate of interest to fund

. é?t_h;e..se_tmup.of a new manufacturing facility. o }
Company A%s date of transition to Ind AS is 1 April 20X5, . . . ‘
.. fm 20X2, Company A had veceived g loan of T 1 crove at a below-market rate of interest
.?me the government. Under Indian GAAP, Company A accounted for the loan as equity

and the carrying amount was 2 1 crore at the date of transition. The amount repayable at,
31 March 20Xa will be X 1.25 crore. S
The loan weets the definition of a financial fiability in accovdance with ind AS 32.
_'fcowmy_,a thevefore veclassifies it from equity to liability. It also uses the previous GAAP
icarrying amount of the loan at the date of transition as the carrying amount of :the foan in

the opening. Ind AS balance sheet. It calculates the annual effective interest rate (EIR)

.§Sﬁ@ri'.r'ng 1 Aprilt 20X5 as below: o
EIR = Amount / Principal(1/t) ie. 1.25/1(1/4) ie. 5.74%. aprox.

During the next 4 years, the intevest expense charged to statement of profit and loss shall

. ébe: ______
| Year ended | Opening amortised | Interest expense for | Closing amortised .
cost (%) ' the year () @] cost (3)
' 5.74% p.a. approx.
51 Mamh 20X6 100,00 000 8,73,713 108,753,713
31 Maveh 20X7 105,738,713 6,006,627 1,13.,80,340
31 March 20X8 1,00,80,540 @,41;%:?0 1.,3.8,21,7770
31 Maych 20X4 CLLAS8,21,770 6,778,230 1,2.8,00,000




Caleulations have been done on full scale caleviator. However, in case cal

“taking EIR as exact 5.74%,

by OPTIONAL (EXEMPTIONS FROM APPLICATION OF OTHER IND AS)

f) BUSINFSS COMBINATION

s !nd AS 103 need not be applied to combinations befove date of transition. But, if one

combmatean is vestated, all subsequent cow\bmaﬁoms ave vestated.

=l _;_When the exemaption is used

For_ example, if the “pooling of mteresfs

. s There won't be any change in classification from previous GAAP.

cudations are dong

then there will be difference of o few T due to vounding off

 balances of assets and liabilities arising thevefrom shall be carried forward

Another example is regarding the identification of the acquw@r — _iyvespective of the

fact that a business combingtion could have been a veverse acquisition as per. Ind AS

103, the accounting adopted in previous GAAP shall be continugd.

°3°__:;_MVMMMW o e
“The table below summarises the provisions of ind AS 10%:

Asset /
liability Asset / Is the Result: whether How is the
recognised. in liability change an | asset ov liability resulting change
:5 Case previous qualifies for | intangible recognised in accounted for?
GAAP recognition in asset? opening Ind AS
ind AS Balance Sheet?
4 No Mo Not Applicable B
2 No Yes No Yes* Retained
Barhungs o
3| Mo Yes Yes Yes Goodwill |
4 Yes No Yes Ne GoodwilP
s Yes No No No Retained
Eayrnings

» method is applied as per AS 34, f:he_




* Unfess a financial asset or financial liability was derecognised in previous GAAP (vefer
‘mandatory exception below).

#* tneluding any vesulting changes to deferved tax and non-controlling interests

% Measurerent exemptions:
Ca l'f“ an asset acquived or liability assumed was not recognized in previous GAAP but would
'__éhavef been vecognised in Ind AS, it shall not have a deemed cost of zero and shall be
: imeasured at the amount at which nd AS would vequire it to be measured. The vesulting
.@“::lf.an__asset acqwmd or ft.@b:i::ty assumed was vecognized in previous GAAP but tnd AS would
.;i requive its subsequent measurement at other than oviginal cost (for example, investments in
__;fcerfa:’n equity instruments as per Ind AS 109), it shall be measuved at such basis and rot
:f:s oviginal cost. The rvesulting change is vecognised in vetained earnings. Refer Example
“below. | |
§m all vther cases, ne measurepment adjustmemﬁshq[lbe made to the carrying amounts of
f:he assets acquived and liabilities assumed. |
@ Therefosfe, it should be evident that the balance of goodwaﬂ or capital reserve as pev previous
C?AAP is not adjusf:eoi for any reason other than:
e Recognition of an intangible asset that was earlier subsumed fin goodwill or cafmtal o
veserve but Ind AS requires it to be r_ecogmrse_d .sepamte!y,w_

bu{: is not permrf:ired to be recogmsed as an asset under Ind AS

"‘_é.Regan!ess of whether there is any indication that the goodwill wmay be .rm,&ammd the

___;goodw:_ﬁ__musﬁ be tested for impairment at the date of tvansition to ind AS ond any
?msuf.ting impairinent loss is to be recognised in retained .ea.énimg:s (ov, if s0, requived by ind
?A%‘ 36, in vevaluation surplus). The impaiviment test is based on conditions at the date of
r’:mmat:an to Ind AS.

R :As_ discussed in the chapter on consolidation, Ind AS 120 requives an entity to be

eonsolidated based on assessment of “contvol”. This assessment may sometimes result in

consolidation of entities which weve wnot consoiidated in the previous GAAP financial

*;taiamemtg




_ ?recagm’se that contingent. liability at that date unless ind AS 37 would prohibit its

i Example

in a past busingss combination fin whith acquives was a lessee, it shall capitalise those leases
dn its consolidated financial statements, as Ind AS 116, would require the acquiree t0 do in
its Ind AS Balance Sheet.

_gSimﬁar'!y, if the acquiver had wnot, in accovdance with its previous GAAF, recognised o

f_comtfngent__ liability that still exists at the date of transition to Ind AS, the acquiver shall

_ ?_recogmtwm in the financial statements of the acquivee

L

éSHARE BASED PAYMENT TRANSACTIONS

AND AS 101 is encouraged, but not requived to App{g Ind AS 102, Share-based Payment,
to equity instruments that vested before date of transition to Ind AS.

However, a first-time adopter may apply tnd AS 102 to equity instruments, only if it has

Cdate. o

ii) DEEMED COST FOR PPE AND INTANGIBLE ASSETS & ROU Assets

tequipment (Ind AS 16), intangible assets (Ind AS 38) and right of use assets (lnd AS 11.6)

m the opening Ind A5 balance sheet:

_;i{-* the acquirge had wot, in accordance with its provious GAAPR, c,;;p;‘_-mﬁ:;ed leases acquived

“disclosed. publicly the fair value of those equity instruments, determined at the measuvement

___E_An.entif:y_has_ the following options with respect to measurement of its property, plant, and

v Measurement basis as per the respective standards applied vetrospectively. This.

measurement option can be applied on an. item~by-~item basis. For example, Plant A

can be measuved applying Ind AS 16 retrospectively and Plant B can be measured

applying the “fair value” or “revaluation” options mentioned below.

v Fair value at the date of transition to Ind AS, This measurement option can be applied

on an item-by-item basis in sieilar fashion as explained above.

-V Previous GAAP revaluation, if such yevaluation was, at the date of revaluation, broadly

comparable to (a) fair value ov (b) cost ov depreciated cost in accordance with other

Tind AS adjusted to_veflect changes in general or speca‘ﬁ'c prfce index. This measureraent

option can be applied on an {teyn-by-f

v Previous GAAP carrying amounts (Pw.'v'ded th_ere _f_s_ no change in -_f’un_ct:oml c_rars_fe»mcy)_-_. L




This measurement option can be applied only if applied to “all” of the assets elasses

_and fews therein. In addition, this measurement option can be applied to investment

property {nd A5 40) as well

iv) DEEMED COST FOR INVESTMENT PROPERTY

Flnd AS 40, lnvestment Property pérm_fts only the cost model. Therefore, vption of availing

nd AS for its financial statements.

i

V) CUMULATIVE TRANSLATION DIFFERENCE

¥ 'No need to:

.® Recognise some translation differences in OCL.

ov foss as part of gain or loss on its disposal

- FHE fivst time adopter uses this exempition:

L Cumulative translation differences set to zevo for all foreign operations. | .
- ® Gain/ loss on subsequent disposal of a foreign operation shall exclude these differences

Amendment:

FCTR on transition is permitied to be veset to Nil vaiue. Additionally, an option is added

_jwh_er_e__ a subsidiary / joint venture (which transitions to Ind AS after parent) can continue
with the FCTR as appearing in the Consolidated Financial Statements of the Parent prior to

Ctransition

ong-~term foreign curvency monetary items

‘Paragraph 46A of AS 11 notified under the Companies (Accounting Standards) Rules,

2006 permitted companies to recognise foreign cuvvency exchange gain / loss arising on

ong- term foreign curvency monetavy items in either of the following ways:
v profit ov loss L
v IF such monetary item was enteved into to acquive property, plant and equipment or

intangible asset - in the cost thereof

-V If such monetary item was entered into for any other purpose — accumulated fn

n  Reclassily cumulative translation differences for foreign operation from entity to profit




foveign curvency monetary iem translation difference account (FCMITDIAY

A fivst-time adopter wmay continue the accounting policy adopted for accounting for

axchange differences avising from long tevm foveign curvency monebary ftems recognised v

‘the financial statements for the period ending immediately before the beginning of the first
Ind A5 f@“nancr;al' veporting period, as per previous GAAP.
?To be clear, this exewption is not a ﬁermqme«'_‘u’: exerapiion from the requivements of Ind AS

o4 1t s available only for those long-term foreign currency monetary items whicth are

recognised before the first ind AS veporting peviod began. For example, if the transition

date is 1 Apeil 20X, the first reporting peviod will be 1 April 20X to 31 March 20X7.
Therefore, this exemption is available only if such monetary items were recognised in the

last_previous GAAP financial statements ie. financial statements for the year ended 31

Mavch 20X6.

vil) INVESTMENT IN SUBSIDIARIES, JOINT VENTURES AND ASSOCIATES

% nd AS 27 vequives wmeasuvement of - investments in subsidiavies, joint ventuves, and
associates either at (2) cost or (b) in accordance with Ind AS 109 (ie., at faiv value, either
through other comprehensive income or through profit or loss). | o

7 ind AS 101 permits a first-time adopter to measure such fnvestments at:

o Cost determined in accordance with Ind AS 27 (as above) or
o Deemed cost:
¥ Fair valug at the date of transition; or

v Previous GAAP carrying avaount at the date of transition

viif) :COMPOUND FINANCIAL INSTRUMENTS o
%A first-time adopter need not split the compound financial instruments into sepavate

liability and equity component, i liability component not outstanding as ot iransition date.

iX) Eair value measurement of financial
= lAs per Ind A5 104, if: o o
o the fair value of the financial asset or financial liability at initial vecognition differs

from the transaction pyice, and

o such fair value is not basgd on:




v hevel L inputs (vefer tnd AS 114.8), or

v Valugbion technigue that wses ondy data from observable warkets

Eﬁmn sueh differance (veferved to in first bullet above) is deferved and amortised n profic or

!ags on the basis stated in Ind AS 109,

_..swﬂsaﬁﬁmmﬁﬁm@m#__m.t.ﬂ on or .af'ft.e.sr".__f:if\e dm;e .of transition.

i

_Edepwcfa&_iﬁ__amaunf:_ of the asset is then depreciated prospectively over its vemaining useful

DECOMMISSIONING LIABILITIES INCLUDED IN PPE

Appendix wA® to Ind AS 16 “Changes in Existing Decommissioning, Restovation and Similar
Liabilities” requives specified changes in a decommissioning, vestovation or similav liability to

_ihe added to or deducted from the cost of the asset to which it velates; the adjusted

e fﬁ\m enitty weed not comply with this mqufmmemt for changes i such ffabiﬁtfe_as_:__i}«_qi:”

@ . M%suffe.thahabshty as at Lhe Lransttion, _dm;‘:e as per lmdAS_S_? ie. %m.seri_.m the facts

- and eircumstances, including the visk-adjusted discount vate, as at the transition date,

"o if the liability is in the scope of Appendix A to Ind AS 16, voll-back that liability to the
date that liability first avose using best estivate of histovical visk-adjusted discount

rate and inelude it in the cost of the asset, and

f e Qaloulate accuvaulated depreciation on the iransition date on the basis of estimated

uselul life as at that date

__xi) DESIGNATION OF PREVIOUSLY RECOGNISED FINANCIAL INSTRUMENTS

@

measurement, nd AS 107 permits that upon initial resognition, an entity way designate
dinaneial instruments as subsequently wmeasured at faiv value I certain eriteria are med. Ind

CAS 101 exempls an entity from retvospective designation of Francial fnstruments and

. w‘,é\& date of transition to ind AS. I pariioular the exewpiion {5 provided for balow

M! finangial instruments are fnitially wagasured at faiv value. As regards méf;saqmem_

._?;?emfﬁ* that sush designation be done based on the facls and eivcumsiances that exist at

meu&mm@d finaneial instruments:

_ o Designation of any financial ?eaw;f:i.g ar agset at falr value t&mmfa profit or {oss

&




AN msfraﬂ@ﬁiom.__.{?f fwvestment in on equity instrment at fair velug through other

xit) LEASES (Discussed. in IND AS 116) o L o
xiii) 'EINANCIAL ASSET OR_INTANGIBLE ASSETS ACCQUNTED FOR SERVICE CONCESSION. . ..
CARRANGEMENTS

@‘..é.zf.i_mp_wcf:fm&ie for an_operator to apply the veguiveraents of the Ind AS reivospectively at

the date of transition to Ind AS, it shall recognise financial assets and intangible assets that

.iexistea{._at the date of transition to Ind AS using the pravious carvging amounts. o

Xiv) _%NON—CURRENT ASSETS HELD FOR SALE AND RISCOUNTED OPERATIONS
= A first—time adopter con:

. e Measure noncurvent assets heid For safe ov dtscom‘:mued opervation at the fower

cavrying value and fair value fess .cqst to seil at the .;.iate.__af tvansition o dnd AS in

accovdance with ind AS 105; and

L e Recognize divestly in retain earnings anyg difference batwegm that amount and ths

 carrying amount of those assets ab the date of transition to Ind AS determined under

 the entify’s previous GAAP.

xv) ASSETS AND LIABILITIES OF SUBSIDIARIES, ASSOCIATES AND JOINT VENTURES .

’ZW? a subsidiary becowss a fivsi-time adopter inter thawn its pavent, the subsidiarg shall

pnoasuve fis assets and Habilities ot either: o
= The ecarrying amounts that would be included in the ,mwmﬁ ﬁ"“&, %wasrf'd on the
_pavent’s date ef transition o ind AS. or

& The earrying amounts reguived by Ind AS 303, éx*sazi gn the *:uézs,;ém’ys dade 93’3 R

fravsition o fnd A%,

) _xvr’) REVENUE FROM CONTRACT WITH CUSTOMERS

w Ayxgg of the following exermption may be wsed in appluing Ind A5 iis petrespectivelu:

. = For completed condvacts: Nesd nel restate contracts that begin and end within the

smwe annual reporting pavies

= For cowploted condrasts that have vaviuble sonsideration: Optiee v use the




transaction price at the date the contract was completed vather than estimaling

variable consideration amounts in the comparative veporiing periods;
«  For all veporting periods presenied before the beginning of the fivst tnd AS veporiing

period, an entity need not disclose the amonnt of the transaction price allocated to the

vemaining performance obligations and an explanation of when the entity expacts to.

recognize that amount as revenue.

xvif) éJowT ARRANGEMENTS:

F Tmmsstwm from Proportionate. Consolidation to Equity Method

: __s;_ To measuve inftial investment at transition date at the aggregate of carrying amoumf‘_

of assets and liabilities that had previously propovtionately consolidated including
_goodwill avising on acquisition.

= To test the investment for fmpairment.

o If aggregate of all previously recognized assets/liabilities vesufts in negative asset and it

having fegal or constructive obligation than vecognize corresponding liability otherwise

- adjust retained earnings. e .
_ *_?““_;Transr’tion from Equity Method to accounting fov assets and liabilities
© To derecognize previous investment and recognize shave of each asset and liability in
vespect of its interest in joint operation.
= Difference between amount as per Inel AS and pmvmusfg racognized;
a, If carrying amount of previous mvestment is fower:
 Offset againsi goodwill velating to investment and theveafter retained earning
b, If cavvying amount of previous investment &5 higher:
Adjust against vetained earning
- ?Tif‘_rcmftf_’am! provisions in entity's Seporate FS _
v To devecognise the investment and recognise assets and labilities as pey transition from
‘equity method to_accounting for assets and fiabilities
s Provide veconciliation between amouni devecognized, rvecognized and adjustment fo

. retaingd earnings

7. 'PRESENTATION AND DISCLOSURE

a). COMPARATIVE INFORMATION




2 dnd | AS does wnob vequive é;‘ku‘s.i:osf'f_e:@l...su%maﬁfﬁs__f;‘.e,s..___e:owaig. with the recognition aned .

jsxmmwemamt mqmwmené of ind AS.

Cinany Fsmmf‘mf statemenis mmmmmg historical summarios or sovagarative mfmf“mai;ww i

accovdance with previous GAAP, an entity shall;

"_;Lc'i{?é?,f the previous GAAP inforvaation provingntly as not being prepaved in accovdanse with

ind AS; and.

)

ca

g

ey

i

“nd AS 36 disclosuves for impairment daring transition.

Disclose the nature of the main adjustments that would make it comply with tnd AS. An .

“entity need not quantify those adjustments.

EXPLANATION QF TRANSITION TO IND AS

_ Reconc:!mtton of

% Equity from previous GAAP to Ind AS at transition and last year end;

s Last year's total comprehensive income undey previous GAAP to Ind AS.

Sufficient detail to understand adjusiments to each ling item.
_EReﬂoncr'ffatfan_ to distinguish_corvection of ervors identified during transition from change in
“accounting policy. '

@ Fair value as deemed cost and the amount of the adjustment.

i adopted fivst time exemption option, to disclose the fact and accounting policy until such.

time those PPE, Intangible Assets, investment properties or intangible assets significantly

_ édep_re_c:'m':e;i/fmpa:’md/_’demcogmfzed.

i nd

“tnterin financial veports to include veconciliation with equity and profit or loss under
Cprevious GAAP.
& Furthey information to comply with Ind AS 34
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 PART A: NON-CURRENT ASSET HELD FOR SALE . . . . ...

- SCOPE

The_classification and_presentation requivements of this Ind AS apply to all non- curvent

_ _§3assei:s and to all disposal groups of an entity.

E_The measurement requirements of this Ind AS also. appfy to all non-curvent assets and to ai’f

. :disposal groups of an entity EXCEPT: |

. ..?.Fma_nc.t_a_f. Assets (Within the scope of IND AS 109), Biological Assets & Agricultural Produce

_%DeFewed Tax Assets (IND AS 1.2), Assets arising from empiogee beneﬁts (fND AS 14'),_____v_ )

_{(IND AS 41) Contractual Rights under insurance Contracts (IND AS 104y

L2

' NON CURRENT ASSET

. NOTE

Wil be classified as | be vecovered by Selling

(OR DISPOSAL . _
Held for Sale if:

GROUPY*

Rather than through
continuing Use

?*Dr's;aosal' Group is a group of assets & liabilities divectly associated with those assets, to be

drspased of by sale, together as a group in a single transaction. (Disposal group may be a

gromp of CGU, a single CGU or part of a CGU).

-__a_AfI__the__Cias,s_fﬁ_c_artfomF?reseaatat:om__& Measuvement Criteria's which are applicable to Non-

\Current Assets will also apply to Disposal Group Classified as Held for Sale

QMMM&M&&M&A GROUP) AS HELD FOR SALE

| its Carrying Amount witlh ..

Asset must be available for inumediate
: Refer Note 1

REQUIREMENTS FOR
CLASSIFICATION AS HELD -

sale in its present condition

FOR SALE

Sale must be highly probable : —d  Refer Note 2.




The tarms that ave __;su_r.al and customary Fw safe doesn't drsquafrf‘y__}.,h? asset from baing
.;_.cfas.sfﬁ_ad as _held for sale. - o

». (However, it will NOT be considered as available for immediate sale if:
o The asset continues 1o be vital for the entity's ongoing operations OR.

o The asset is reqw're_d_ to .be vefurbished or renovated befove sale to enhance its value and

NOTE 2: Safe must be hrghi‘y probable : , _
f-oi‘fowmg are the five conditions to be satisfied f-‘ar the sale to quath as hrghfy probabfe.

i

1. Mawnagement must be committed to a pfzm to sell the asset.

2. An active programme to trace a buger and complete the selling plan rust -
have been initiated

. The asset rust be marketed for sale at a price that is reasonable in relation
to fts curvent faiv value '

it

4. The sale transaction is expected to be completed within one year from the
date of classification,

5. Significant changes to or withdrawal from the plan to sell the asset ave
uniikely.

[assessment if it is vequived in the jurisdiction o

# QTHER IMPORTANT POINTS

OTHER IMPORTANT PQINTS

. i

Note “The likelihood of shaveholders' approval should also be  considered as part of ..

L E s . i T e e ...... B . E PP H

iiiy Sale
ineludes

5 iv) Asset
| Acquired with a i
E view of -
Subseguent
Disposal

{ v) Criteria )
| met after |
| Reporting

N N vi} Non
| i) Exception | |

' to the peviod | | -
| of 1 Year | Exchange

é Control in | Current

| | Subsidiavy | Asset to be

. abandoned '



0 _;LOSS OF CONTROL IN SUBSIDIARY

LF AR entity which has commitied to a sale plan which inyolves loss of control of subsidiary
- shall ¢lassify all the assets and liabilities of that subsidiary as held for sale when the criteria

et out above s met.

iiy EXCEPTION TO THE PERIOD OF ONE YEAR
w An entity can classify an asset as held for sale, even if the timeframe of 1 year to conclude

the sale transaction hag lapsed, provided:

4) the delay wust have been caused by the events or civcumstances which ave begond the

control of the entity; AND

_ b) there must be sufficient evidence that the entity is still committed to its selling plan,

D) SALE INCLUDPES EXCHANGE

» Sale transaction includes exchange of non-curvent assets for other non-curvent assets when

V) ;ASSET ACQUIRED EXCLUSIVELY WITH A VIEW TO SUBSEQUENT DISPOSAL

® It is to be classified as held for sale at the acquisition date. The standard provides a shovt

. ?pew"oaf (B months) to meet the classification criteria that don't meet at the acquisition date

except requivement of one year.

V) [CRITERIA MET AFTER REPORTING PERIOD

» I{' the criteria of held for sale are wet after the veporting period but befove the date of

_authovisation. of financial statements, the non-current asset should not be classify ds held

 for sale. However, the entity shall discloge the information in the notes.

i) ‘NOMN-CURRENT ASSETS TO BE ABANDONED

CF 4 shall not be classified as held for sale sinee its carvying amount will be recovered

_ ':pr;'n;.-"paﬁg through continuing use and not from sale.

@ ;'N;m_e_c_wmnf; assets to ve abandongd include non-curvent assets that ave to be used to the

end of thelr economic fife and non-curvent assets that are to be closed rather than sold.

i??"'"__'zAs_sets that are tewmporarily taken out of use are not to be accounted for as abandoned. _




MEASUREMENT OF NON-CURRENT ASSETS (OR_DISPOSAL_GROUPS) CLASSIEIED AS

oA
HELD FOR SALE
A Carvying Amount
MEASUREMENT _ LOWER OF: - '
Faiv Value Less Cost
_______________ to Sell (FVLLCTS)
4 OTHER IMPORTANT POINTS RELATING TO MEASUREMENT
OTHER IMPORTANT POINTS
{ “ | - |
: ' iy Mea ent of Asset i1y Depreciation &
NMeasurement of Asset 0 tswem " i pr' '. "
. ) . : Acquived as a Part of . Amortization on
Acquirved with a view of ] L. . n
\ Business Combination with a Assets Classified as
Subsequent Disposal . ' . r .
_ ) view of Subsequent Disposal Held For Sale
Measuved at LOWER | o 1€ shall be inumediately
of: S Meajuzedsab : stopped from the date
FVLCT
when asset has been
Cost OR FVLLTS .
classified as held for sale
'RECOGNITION OF IMPAIRMENT LOSSES AND REVERSALS

‘FOR NON-CURRENT ASSETS

An entity should recognise an fmpaiveent loss (Carvying Amount (-) FVYLLTS) on initial or

subsequent write-down of the asset to FVLCTS.

‘Reversal of Impaivment Loss is pevmitted for any subsequent inerease in FVLCTS of an asset,

but not in excess of the cumulative impairment loss that has been recognised eavlier, either

in accordance with this Ind AS or previously in accordance with lnd AS 36, lmpairment of

‘Assets.

FOR DISPOSAL GROUPS

The impairment loss for a disposal group should reduce the carvying amount of the non-

curvent assets in the group that are within the scope of the measurement requivements of

_ f,hgs nd A,




B

. ECHANGES TO A PLAN OF SALE

. .?crfterfa no longer met, the entity should cease to classify the asset (or disposal group) as .

Om*.pr of allocation of fmparrmem: fpgs to assets in a!fsp;amf group:

. IND AS are not: app_.ficab.he f?or._eg:_ taventory, dee_f%_e@awb__fes,_ Investments gi_c_.-).... o

__ERevewai‘ of fmpar’rmemt Loss on Disposal o:"‘mup is permr‘t-ted for any subsequent _fm_:rease in

rF an entity has classified an asset (or disposal gmup) as held For sale, bm‘: the held For sale

‘held for sale.

0n the date when it ceases to be afass;ﬁed as held for sale, the entity shall measure the

 non-curvent asset, (or disposal group) at the LOWER OF: .. ...

. a Remafnr‘ng non~curvent assets of the gvoup that individually or as a g_rpup__meet___thje___

_ .?.PRESENTAT‘ON_.\ OF A NON- CURRENT ASSET (OR DISPOSAL GROUP) CLASSIFIED AS.
CHELD FOR SALE

s Carrying Amount, had the asset not been classified. as held for sale; and

'+ Recoverable Amount at the date when. asset ceases to be classified as held for safe.
_?;_f.f*' an entity disposes/sells an individual asset ov liability from a disposal group, then: .

_.__:Amoun.t ._a.na‘. FVLCTS at tha;t dﬁit@;_ and o

An entity is vequived to present a non-curvent asset (or disposal group) classified as held For

) _f-f.s_afe sepavately from other assets in the balance sheet. tn case of disposal groups, the assets

“and liabilities should NOT be offset and presented as a single amount.

W a Dl e e
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PART B: DISCONTINUED OPERATIONS

8. DEEINITION =

("~ Represents sepavate Majov Yo
Line of Business
OR
_, Geographical Area of
2 L Operations; P

DISCONTINUED
OPERATION ©

is part of a single co-
ordinated plan to dispose off |
a sepavate Major Line of
Business OR Geographical |
|- '..:Ar‘ea of Opemf:rons or )

. Component of an entity that
. | has been disposed off or
b classified as held for sale

is a subsidiary acqmred ‘] )
: _ exclusively with a view to
B R, S I TR T vesale

% #

:* COMPONENT OF AN ENTITY — It compw’ses opemtr‘ohs and_cash flows that can _!;?e__ci_‘gaﬂg_,_
__f_f.n. owr._wqrds;. a .g.omp.a.nﬁnﬁ..of._a_a. e.n._tlty ) wrﬂ ..hﬂv&_.bee.nﬂ.a _.c.@.sh—geaewmg unit or a group f

of cash~ generating units while being held for use.

aq. PRESENTATION OF DISCONTINUED QPERATIONS
R An entity should present & disclose information of dtscontmued opemtfons sepamtefg from

_.....g.;C.OF.‘ff?.“,’}W.".‘.Q. opevations.

__1.0 CHANGE TO A PLAN OF SALE

lF an e.nfrtg ceases to cfassrf-‘g @ component of an entity as held For sale, the results previously

camtmumg opemt:oms f-'or alf pewods ;amsented

> The amounts for prior periods should be described as having | been ve- pmsemted




1. SCOPE _ . S
¥ This Standard shalf apply to companies to which Ind ASs notifisd under the Companies Act

apply, .
i an entity that is not vequired to apply Ind AS 108 cheoses te disclose information about

Segmients that does not comply with (nd AS 108, it should not describe the information as

segment information.

= ;h" a financial veport contains both the consolidated financial statements of a as well as the

parent's SFS, seguent information is requived only in CFS.

2. OPERATING SEGMENT

| Anopemﬁng
segment (s a

entity

2.2 WHO IS CODM?

revenues and incur expenses (including vevenues and expenses] -

%,

component of an ™

4 . . . s oy . . A
that engages in business activities from which i wmay earn

relating to transactions with other components of the same
entity); AND

J

-

whose operating vesults are vegularly reviewed by the CODM
to make decisions about vesources to be allocated to the
segment and assess its performance; AND

for which discrete financial information is available

» “The term ‘chief opevating decision wakey’ (CODM) identifies a function, not necessarily a

5mamag@v‘ with a specific title. That function is fo allocate vesources to and assess the

performance of the operating segments of a'n__ entiiy.

¥ ,éc){;’f:en_the CODM of an entity is its chief executive officer or chief opevating officer but, for

iexample, it way be a group of executive divectors or others,

2.2 DETERMINATION OF SEGMENTS (N AS 17 VIS-A-VIS IND AS 108




BAS LY vequives an endity te identify twe types of segments- busingss and geographical,
_:msz‘_mg a wvisk and vewards approach. Ind AS 108, however, follows he wmanagement
approash  weaning thereby that  whichaver business activity 15 considerved by the
management (CODM) as a sepavate souree of vevenue will b considevad as an operating

Segraend.

2.3 CAN NON-REVENUE EARNING SEGMENT BE _CLASSIFIED AS OPERATING SEGMENT?

> An operating segment mag engage in business activities for which it hos yet to earn
‘revenues, for exawple, start-up operations may be operating segments before earning.

vevenues.

2.4 OVERLAPPING SETS QF COMPONENTS .

¥ in that situation, the entity should determine which set of components constitutes the

_.ope_mtmg sagmmﬁs by veference to the core pwnc:pf_e.

S

financial statements to evaluate the natuve and financial effects of the businegss activitias in

‘which it engages and the economic environments in which i€ operates.

2.5 FUNCTIONS THAT ARE INTEGRAL TO BUSINESS

U case of a company, wherve the aclivities of a function ave an integral part of company's
husiness (For example, vesearch and developrment function for & phavmageuticals ov software
“company), this can be consideved as an operating funetion provided that there is diserete

information available that is regulevly veviewed by the CODM

2.6 DISCONTINUED OPERATIONS — WHETHER AN OPERATING SEGMENT
@ f the discontinued opevation |

| o continugs 1o engage fn business aetivities; _

©a whaese oparating results ave veviewed by the CODM; and

e there is discrate information available to suppovt the veview Then, [t would mest the

definition of an operating segqument

The core principle is that ithe entity should disclose information to enable users of its



42 MINIMUM 75% OF EXTERNAL REVENUE CRITERIA

v

agqregation is consistent with the cove prinziple of nd AS 108, the segments have stnilav

&)

&)
d)

‘the methods used to distribute theiy products ev sevvices; .

»  Has been identified as meeting the definition oF an_Qpey

| segwments” in segment information.

_?:‘%?.hs nature of the products and seyvicss;

REPORTABLE SEGMENTS

A segment is reportable when it:

?.Two ‘or wove_operating seguments may be aggregated into a single opevating segwment if

economic chavacteristics, and the segments are similar in each of the following vesperts:

the nature of the production processes;

the type or class of customer fov thelr products and sevvices;

_Aggregating two ov more of those segments; AND

= Exceeds the Quantitative Thresholds.

;.'F'fnose Segments which are wot vepovinble should be e:fubbeai under the head “other

4 i QUANTI‘TATIVE THRESHOLDS

¥

QUANTITATIVE
THRESHOLDS | f=

Aa entity should report sepavately mFamm‘:mn abouf; an operating segent that meets ANY

oF the following quantitative thresholds:

o Reported vevenne, including doth sales to external customers and
- intersegment sales or transfevs, is 10% or move of the combined revenue ie.

internal and exteraal revenue, of all apemf:mq seqmnts

the combined repovied profit of a
operating segments that did not

Absolute amount of 4’%:5
veporied profit or loss is 10%
or rmore of the GREATER, in

the combined reperied loss of ali

bsolute 2 s .
absolute amount, of pperating segments that reported a

foss.

T et Assets are 10% or more of the combined assets of all operating segments

V'GPOVt a foss; AND _

B
*




if the total external revenue veported by operating segments constitutes less than 75%. of

the entity’s revenue, additional operating seqwents should be identified as - veportable
saqments (even if they do not west the evitevia) until at least 75% of the entity's revenue 15

iincluded i veportable segwents. L L e e

4.3 REPORTABLE IN IMMEDIATELY PRECEEDING PERIQD

1f management judges that an operating segement fdentified as a veporiable segment in the

liumediately preceding peviod is of continuing significance, information about that segment

should continue to be veported separately in the current peviod even if it no longer meets

 the eviteria for reportability.

44 CHOICE OF MANAGEMENT

B Opemi:mg segmems that de not meel any. of’ the quamﬁrtm’::ve thmsho{ds may be consademd,__

mpowable and_ sepavately disclosed, i management beheves that information about the |

segent would be useful to users of the financial statements, .




‘SCOPE

This Standard will cover all such requivement of another standard wheve fair value

‘measurement is needed.

Fair Value (NRV) referved in
NI AS 2 (Inventories)

Measurem
Eaiv Values are NOT
covered in this [N
Faivr Value (Value in Use)
referved in IND AS 36
(tmpaivnent)

Faiv Value veferved in |
IND AS 102 (Shave
Based Payment)

"1 IND AS 116 (Leases)

2. 'DEFINITION

Dyice that would be received to Sefl an
Asset OR paid to Transfer a Liability

FAIR A In an Orderly Transaction

VALUE

Betwaen. Market Participants

At the Measurement date

 NOTE: Ovdevly transaction means which is NOT a forced transaction. .

3. EAIR VALUE AT INITIAL RECOGNTITON

5 TRANSACTION PRICE fs the price paid to acquive the assel or roceived to assume the
Adiability (ENTRY PRICE).

L ® }FA_!R VALUE is the price that would be veceived to sell the asset ov paid to transfer the

liakility (EXIT PRICE).

> AL the initial recognition, genevally, Transaction Price = Fair Value

® I on INITIAL RECOGNITION, ancther thd AS requives an entity te measure an asset/ liability

Fair Value vefevved in |

i
b
E
g

3




e
:
%

4.

at: fair value and the transaction price differs from fair value (Eg: Pre-existing velationship
Cexists between the paviies as discussed in IND AS 3.09), recognise the Gain/loss in P&L

undess that Ind AS specifies other trpatment.

CPRINCIPAL. / MOST ADVANTAGEQUS MARKET

E;l'_f_ab:hty takes. p_l'ace at efther:

el b.f the absence of principal market,
2) PRINCIPAL MARKET jor] ) tn princip

éNOTE

MOST ADVANTAGEOUS MARKET

(Mavket where that asset or )
Hliability is being transacted with |
highest volume or highest

. Lactivity level : 1

( Market which maximizes amount 3
| received on selling an asset OR
minfmize amount paid while
transferving the liability. (i.e.

g — o _ Market which gives the Best
Eg. RIL shares — Price in BSE = ) Price)

{3449, Price in NSE = 350 ST B 4
- Highest velume is in BSE.

Hence, FV will be price in BSE
..ue 4aa J.....

Also vefer Note given Below

f' or finding most advantageous market we need to consider both Transpovtation cost &
?Tmnsactfon cost (This will only help to identify most advantageous wmavkety
?Fmsf Value will always be = Mavket Price (-) Transpovtation Cost L
_ _?(‘r ransaction cost Is :gnwed because it is dealt in respective IND AS where Fair Value will be

_ 5;_;;5;;4,)___ e

_ FAIR VALUE RULES FOR NON-FINANCIAL ASSET -
_é;fciem:ny the HIGHEST & BEST USE of Non-Financial Asset For market part:c:pamfs
__‘;ANALYSIS OF HIGHEST & BEST USE

_i:Ffﬂqnc_m!' asset.-_ |




e L

fw‘g

" FAIR VALUE HIERARCHY

Cin the absence of potential best use which s not easily available, its current use would be

considered as best use.

FAIR VALUE RULES FOR LIABILITIES & ENTITY'S OWN EQUITY INSTRUMENT
Fair Value of Ligbility ov Own Equity tnstrument would be QUOTED. PRICE IN AN ACTIVE

MARKET ~ If available. o
I divect quoted price in an active market s NOT avmfabfeJ then:

. s Use QUOTED PRICE of ldentical or Similar Liabilities/Equity instruments (’thh are

held by other market participants as an Asset)
o In absence of above, use Valuation Technique such as Income Approach, Market

Approach ete. (Valuation fl"mM‘.éues_ ave Discussed in detail in point 8)

LEVEL 1 INPUTS . o
_%Quot;ed__ prices (unadjusted) in active mavkets for identical assets or linbilities that the entity
can access at the measurement date. | . .

EA.Q_MOI.?G#_ price in an active market pkovr’das the most veliable evidance of fair value and
_ _?g_shaf | be used without adjustment to measure fair value whenever available.

LEVEL 2 INPUTS | o N
_anputs other than quoted prices included within Level 1 that ave observable for the asset or
_ liability, either divectly or indirectly. |

%.Lf_evel‘ 2. inputs include:

o Quoted prices for similar assets or liabilities in active markels.

o Quoted prices for identical or similar assets ov liabilities in markets that ave not active

5_L evel 2 inputs can be adjusteai BUT these adjustmemt's should not be significant. Ifitisa

Ii: m:ght include entity's own data such as Financial Forecasts, H:ctorrcaf Volatility ete.

NOTE: For fair valuation, magimum weight should be given to level 1 inputs and lower

weight to fevel 3 inputs.




i% QUOTED PRICE FOR AN IDENTICAL ITEM 1M
AN ACTIVE MARKET AVANLABLE?

YES NO
E E
ts the Price to be Are theve any significant
Adjusted? unobservable inputs?
[ . L [ )
NO YES YES NO
| B | |

Level 1 Input

.

Are there any significant

unobservable inputs?
1

i
YES

|
NO

Level 3 Input

Level 2 npui

Level 3 input

8. VALUATION TECHNIQUES

1 Level 2 Input -

MARKET

APPROACH,

INCOME

APPROACHS

cosT

H
i

QPPROACH_' 7




