
 






























































































































































































































SATHI
SAETERN
25HFIMTLT

Financial Instruments
IND AS 32 109 107

1 Background why this standard unit I

a BIS
ESC PPE As 10

RAS ITA As26

Deb Inverton As13
I

loan D Tax As 22

Inventories

TIPIBIPII.IR BQLTP
Provisions As29 IB

LSAT
This standard covers all items covered in

above box

b situation loopholes before F I



 






























































































































































































































I f
1 HD sold goods to Buddy HD sold goods to

fort in on credit Buddy for 106 1 P 6

C P month if payment 1 p.m discount
made after month if paid earlier

Intr 12xp.a.is chargeable

Date of sale Date of sale
Buddy Im In Buddy In 706

toSales 100 toSales 106

you end

After 6 month After 6m

Buddy Doe 6 Bank Do 106

To Inti PIL 6 ToBuddy 10

Bank Don 106

To Buddy we
tg

s financecharges is
not recorded

comparet
NCP 6M

what ifgoodspurch.oncarh.me



 






























































































































































































































1g Le
6 is not For
sale but int

int should be alited

after periodgets over

not before period

gate
started

But it was not so sales should be

mentioned anywhere
in recorded price

C at which it is sold
A S speople really

misusing it
at their at arms lengthprice

Conveneine

HD Ltd issued 10 Deb HD Ltd issued 8

of 2100 each redeemable Deb ofFlooeach
atpar after syears

90 redeemable at

par afters years

which one will we prefer as D H

Yu Int Yy
Int Dis

7 10 8 10

I



 






























































































































































































































2 10 2
Stoff

3 10 3
8

with

Δ 10 45

Int Dur Fil 50 Int Doo PIL to

Now as co what we prefer we
go
with

second one
1

It means I will hit my PIL by
10

ten i e i am setting my
PIL Int with

5 p

Co is inflating profits 1 No A S was

there but this is possible only ifS P was there so 7
HD Ltd inved Deb of Fineach
at par readamable after 5years by
Conversion of Ideb loeg.sn

N V 10 S M P 12



 






























































































































































































































year
Int

I 6

2 6

3 6
4 6

5 6

Ft 0firomE.sh
IEsh F12

Int Do 30 10Esh 2

To PIL 30 20

Co can
give

him

penyed
also

Can be settoff.s.p.inopwech.y
AircraftsAirbus
fromairbus Indigo Indigo sold

offwww.for
aircraft to Citiban

forFlorobess800M
bookedprofit

Indigo
took

Aircraft
from Citibank of2ooG

citiinje
ability



 






























































































































































































































1 2.7
Liability

Hencefavorable
D E

Ratio

but it was normal transaction of FL only
s entire drama was set up to put FL

to

0 L s book 200 bus profits
it was traced s Amendment made in
As 19 sale leaseback tram
s As 19 was saying that this profit
should be amortired over Leave term

but only if it is F L

4 songoodh
HD Ltd to Buddyte Buddy Ltd

for 100

with Buy
back

HIafter1year.HDpurch.after

1year
110



 






























































































































































































































loan arrangement

This standard tries to cover

above loopholes of A S S AIC
C Financial Instruments

Indits 32 IND As 109 INDAS
I 107

scope measurement
Disclosures

1 Definitions Recognition
ii classification Demecognition
in offsetting of

F A F L Equity



 






























































































































































































































INDAS 32

Part 1 Definitions

unit II

1 meaning of Exial Interments
Cash Contract
1

Iblw 2 partieswhether

anyamount amountequal written oral verbal

ofcash to Netanets

ofco x x

Derivative NonDerivati

2 Definition of f I
Any contract that creates finantial anet for
one entity financial liability equity for
another entity

3 Exclusion of f I
Any assets liability which is non contractual

is not covered under this standard

eg
a PPE I T.A inventory etc



 






























































































































































































































g my
b Income tax liability
c which has a separate IND A S

i Leaves ii Employeebenefits

Note 1 Entity can be individual 10 society
trust Nao govt

4 Financial Anets
a Cash 1 bank
b
Equity instrument of another company
eg Investment in

equity shares ofanotherto
c Contractual Right to receive lash

eg Don BIR investment in Deb ofanotherto
investment in pref shares of another so
loan given etc

d contractual Right to receive equity instruments

of any other entity
eg Investment in Convertible Debenture

Investment in convertible pref shares
e Derivative contract which is potentially

favorable

f Contracts derivative nonderivative that willbe



 




























































































































































f
settled in entity's own variable no ofequity
shares

eg
i loan given worth Flolan

which will be settled in equity shares

worth to act based on M P of
shares as on date of settlement

Bs if no of shares are fixed then it shall

be treated as equity

0

Yes if Refundable No ifNotRefundable

Y
N

No ifGrosssettlement by if net settled



 






























































































































































































































5 Financial Liability
a Contractual obligation to deliver

Cash

eg
Gus TIP BIP Redeemabledob issuedby
entity Redeemablepref shares loan

taken etc
b Contractual obligation to deliver any
other financial Asset

eg any contract which will
be settledby

insue equity instruments of another
entity Parent Subsidiary

C contrasts to issue variable no of
own equity shares

eg convertible pref shares of lolac

to be settled at 20 premium by
imue of E I at m P

i e no of E shares 117sn
d Derivative contracts that arepotentially
unfavourable



 






























































































































































































































Fʰ

c

Equity
F L

Equity

IFuity

FL

Equity
f

6 Equity instruments
a Those instruments which have Residual

interest in net assets of the entity
eg Entity own equity shares

b Contract to inve fixed no ofEquity shares
to settle fixed amount ofLiability
eg

1 issue 500 equity shares
to settle liabilityof 500

Equity
11 issue 500 equity shares

to settle liability equal



 






























































































































































































































1 8 71
to MP of Equity sh as on dateof
settlement F L bcoz liability settled

not fixed
111 Liab of 5000 to be settled by inue of

own equity shares where MP should
be equal to F 5000

F L bcoz Egish inved is not

fixed

7 some important points relating to F I

a if there is any statutory right to
receive cash or statutory obligation to pay
cash then such instruments will not be

classified on FA FL

eg Ad Tax I T refunds I T payable

b if an entity issues preference shares or

Debentures or takes a loan i e borrowing

byentity

It needs to clarify that borrowing
as F L OM E I depends on the bairn



 






























































































































































































































1

of following features

x x x

if Int Div if such borrowingis ifsuch borrowings
1

payable on such
is convertible

borrowing is Redeemable IFedemable care 1

perpetual
variable noofee

2 1
Sharesofentity

Mandatory Discretionary Eguity 1

case2

FL Equity
fixed noofeq.snofentity

ig itif it
ist
compulsory

Convertible Convertib
at theopt

Equity

Issuer Holder

Then classificationdepends
on intention

BB if intention is topaycash FL

BI if intention is to payeq
shares Equity

Bs if intention changes
apply principlesof



 















































































































































































































1 y l f
Reclassification

C ifany borrowing by any entity which has mix

of equity S FL then such instrument is

known as compound financial instrument

d CFI can be possible only from por of issues

entity
from the pov of investor in CFI i e holder

of CFI it will always be F A

e Int Dividend exp on F L P12

Int Dividend income on F A PIL
Int Dividend exp on equity Retainedearnin

501 1 Perpetuity means till liquidation
1 For holder
a Int will be meid in cash every year



 









































































































































































































cry y
b Principal amount of CU1000 on liquidation

Henie it is a contract to be settled

in cash Such bonds shall be classified as
F A
iii for Issuer

a Int will be paid every year in
cash

b obligation to pay co 1000 principal
on liquidation
inver will classify it as F L

501 1 As per terms of contract Co is liable

to pay in cash for its principal sint
Co will classify such contract as F L

2 Calhof gain ion on settlement
amount payable by entity company 102 12 121



 








































































































































































































lay y y 1 y
1254400

amount payable as per new term 130001
loss PIL 60

101 since preference shares are irredeemable s

Non cumulative

Co does not have any obligation
towards

dividend or principle amount in cash

so should classify such pref shares
as Equity

50ft Sinie
a Principle amount will be settled with

fixed no of equity shares
b There is no obligation to pay Dividend

such CPS will be classified as Equity



 













































































































































































































f g

501 In the given situation it is cleary
evident that issuer will settle pref sharesin
Carh s not in Building
since value of Building is significantly
higher than cash settlement Substance

of transaction requires cash settlement
issuer will classify such pref shares
as F L

8 unit 3

Classification of various Contracts as F I

Price ofthe
option contract

H aigo will Δ w.int
price of ticketIat

price estoI
Derivative holder ofcontract if

ticketprice
toot

can buy a ticket Emesa siEg



 






























































































































































































































y
for 5000 after
Cs Afterisday's

Price of ticket
F ow 00

HD will exercise the HD will not

exerciveth

poptionyp option

HD will pay 5000 HD will
go to

sget ticket in Indigo says
physical form I want to

sale the ticket

s Indigo will pay
Gron settlement 2000 in cash

to HD

Net settlement

options1 Derivative contract
Future contract futures

Forward
special features swap



 






























































































































































































































IFwillbeInitial Its

Investment Settled Value
is Nil low Predetermined

changes w.at
price

underlying

a shares
b Currency
C
commodity

d Interest

Gross settlement Net settlement

a shares carh

b forcurrency cash INRI

c commodity gold silver cash
not a f F I

Alling
mismatch

d Int cash cash



 






























































































































































































































i a options

HD says toBuddy HA says to ruddy

FIIyland fromf.Iwiale.I.landBuddyF5Lac.after toBuddy 75L
I month after 2 M
HDpage toBuddy FKI HD pay Budig 5K

today today
Non refundable option

premium

such contrast ofoption to such Iontract of
buy is known as call options to sell is

option known or put

1 option

HDpaidpremium Buddy received
premium

HD is purchaser Buddy isknown



 



















































































































































































































y
A Seller HDpaidpremium Buddyreceiholder premium

writer of
isholderof Buddyisof lontract cont to sell

i e call option contrast to sale

recalloption i.si

cnoptiontobuyfefI
obligationalypto Sell

POV to decide whether it
T

11 i.fi if

5011 B writer an option of cont for saleof
shares of Target Ltd 10 within

90 days

B
to

option to y E I



 






























































































































































































































obligation to sell E I to c of target Ltd
B Ltd is seller writer Holder Buyerpunch

of call option of call option

scene share price of target Ltd 100

Ltd Ltd

will getmoney B hasto pay
money
1

favourable unfavorable

F A F L

Scene 2 Share purite of target Ltd 100

It
Chtd BLA

will not exercise the then optionpremium
option received is trey
option premium ifany to income

is expensed



 






























































































































































































































But
C has to pay B B has to receive

if the contract was forome
without option

Favourable

Unfavorable
Rare chances F A

F 2

1 B share warrants

HDFTBuddy.ua 7
I at the timeof

Receipt off3m's entered into
later contract

Bank
w s

Buddy Ltd promised to

Cares MP L issue its E sh.to
mp 45 MP

HD LH after 3m
HDLH will exercise

25 Nu ECO
5
11

the optionby ve

paying 25



 





















































































































































































































lay g BankDr25

sget theshares II
FI

a s

w.fi s

b Inv inferFA
To Bank 25

To sew 5

Care 2 MP 18

HD 2H will not exercise the option
FI

a s

w.to iB55
b PIL Due 5

To SW 5

501in since share warrants issued by Anti will

be settled in Equity instruments only



 






























































































































































































































y y
such she warrants should be classified as

Equity

All Derivatives contracts with

any underlying are f I exceptcommoaymaatu.ms
Ccnsettlement

only

1 C Derivative contract to buy sell N.F.A

Derivative contracts of commodity
I

x

Net settlement option Net settlement

Is not available option is available

gross settlement is

if intention is ifintention



 






























































































































































































































f f
take delivery of Net settlement is of Gron
Commodity I settlement

it is a F I

Not a f I

forconsumption not for own
or usage consumption

usage

notaf.I
Butfor selling
or forsettlement
s

if it clarifies as
Non F I then
it would lead to

allingmismatch

No yes

Notaf.IR I



 






























































































































































































































Note 1 Alling Mismatch
suppose an entity entered into

Ist contract 2ndcontract

in commoditymarket to after 1 month
sell gold 3000 to buygold

after 3m I had intention 32000 after

of Net Settlement 2m and takedelivery
to settle Istcontoral

F I
This 2ⁿᵈ contract should be

clarified as FI
Gold taken as delivery isused
as currency to settle Ist

Contract

if 2ⁿᵈ contract is not treated asF I but treated as NonF I

it would mean FI is settled

by Non F I hence



 






























































































































































































































y
it is akingmismatch

Note 2 Intention is Net settlement

Entity has option to settle in carks
a Intention is to settle in carh
b Past history shows that he settles in

Cash

9 purchases sell immediately
d commodity under contract is readily meliasable
in cash

9 classification of various Non Derivative contracts
which are F I as F 2 Equity

situation situations

Contract to settle Anycontract
own equity shares which is to be

in cash settled in

Net assets



 






























































































































































































































Cared
Carec

ByownE I by own cared
Cares equity By ownor
bycash cash equitys

Carh

Refer 7lb
situation

when an entity acquires its own equity
shares through itself group to then such

EI which were clarified as equity which
whenacquired shall be reclassified as F L

A b

Contrait to settle own E I contract to settle

bycash group co E I
by

cart

Buyback
yBP

Treasury shares

own E I should be purchaseof stake



 






























































































































































































































reclassified as F L t
NI I should be

reclassified
as FL

a alcing for B B
an entity B B 10 equity shares after year
Elvo Rate of Borrowings 101 1 M.P

E 70 as today
I

C A Inter Cold INDAS

Today No entry Today EquityDue to INN
OE Day 60uptomktpur

PIL Dr 21afterly sh.B.BIfan.io To FL 91

100 0.9097ESC Dr 10
SDP Dr 90 Blf After 1 year
2 To SBB 10 FC

to 12 9

y



 






























































































































































































































oviously Equity is settled To bank 100

in cash I forcarhwe

are givingEq to
M.P
Netarsets

yquippigiggyapppily
mail.fm

b arcing for purchase of stake

In CBS NCI 30 300

writes a putoption to

P has obligation purchase 20 from NII after

to purchase
2 years I 1000 S DF 121



 






























































































































































































































Ind As 110 Ind As109

NII Due 120 1 200 PV of 100 12

b E Dre 80 Bif for 2 yearsTo Bank 1000 twox Df1121for
2years

1000 0 7972

NII Dr 200 FL In 797

O E Dr 8W ToBank 100 J.E today
To FL IN NCI Due 200

everything is happening on

single day To FL 797

Iff

assumptionof110 After 1 year
FC Dr 96

TOFL 96

j 1797 1211

after 2ⁿᵈyear

if u remember FC Dr 107



 










































































































































































































AS 21 S Indasilo To FL 107

797 96 121

process ofcom
ating

FL Dr 1000
ToBank 100

there was no Δ in stake

if there is Δ in stake

after every 2m
Δ in CBS for

i.io

1
S IND As

2 BOA 3 BOA
psaled

2Lae



 






























































































































































































































101 i n Ltd writes a put option
i n Ltd has obligation to buy
its own E I

II Ltd has to buy
100000 E I s pays

22 Lac

iii entity n has to classify 1ha

of its own e I as FL P.V

of 22 lac i e 20 Lac

iv journal

ESC Dr 10L
O E Dr 10L

To FL 202

FC Dr 22

To FL 2 L

FL Due 222

To Bank 222

situation 2



 






























































































































































































































A Contracts to be settled by own E I

generally such contracts are clarified
as Equity Bearing few exceptions
such as discussed below

Example
Contracts to beclassified as

1 I Debof 100 to be settled Equity

by issueof 5 Esh a no of E sh inved
are fixed

b amountof liability
settled is also

fixed

2 A Debof 100 to be F L
settled by issue of equity no of E.sn
Shares worth Elo inved are

no of E I
10

Variable

3 1 Deb of 100 is to be compound F I
settled by inve of 2eg.sn FL proof80



 






























































































































































































































y f 1 of
S 80 each Equity 100 FL

4 1 Deb of Ftw is to be F L

Settled
by

inve of 5eq.sn amount settled by
plus balance in cash issue of Esh is

variable as bat is

paid by cash
although no ofE I is

fixed

5 1 Deb of Ew is to be settled Equity
byissue of 5 equitysu plus 1 extra shares

Extra shares for Bonus for Bonus issue

6 1 Deb of FIW is to be Equity
settled by issueof 5 E.sn 1 extra shares

plus extra shares far for shares split
shares split

7 IDeb of Flw to be settled Equity
by inue of variable no of



 






























































































































































































































y f f
5 Esh after year shares are based on
10 fish afteryear time which are

15 E sh afteryear not in the hands

of eitherof
parties

8 1 Deb of FIW each to be settled F 2

as many E sh so as to

maintain fixed of stake

9 1 Deb of FIW each to be settled FL

by 5 E.su if profit goes by10 no of
4 E.sn if profitgoes by20 E shares inve

are variabl

Any Contract to be settledby
issue of own eg shares such

Contracts shall be classified as

Equity F L



 






























































































































































































































If

if F2F test is satisfied where

i a no of E I to be isso

When no of E I to be issued but amountofliability
is not fixedamount of liability settled or

should be predetermined b no of equity shares
to be issued areS fixed variabced

means if E I i FIeption
are variable still it is
Equity I 1s
1 Extrashares for Bonus
ii 11 17 11 Sharesplit
Iii 11 11 11 Time

IV 11 11 11 Δ in exch
Rate
Note 4

language as per standard

E I granted will not be considered

Variable

if they are not contingent
or

sigmyam.nofuture event



 






























































































































































































































Those events which are

not in control of either

of parties

Note 1 options

if a Co receives option premium farinue

of own equity shares then such option

premium shall be treated as SP FL

as the case
maybe

eg pays 2 to buy 1 E.sn of N.VE
10 far 50 after 2 months

holderof
calloption amount to be received fixed

egoism
ft hoof issued Eish fixed

x x

MPafter 2 m 65 MP after 2M 4



 






























































































































































































































Today Cash Due 2 Cash
oDyp2TO SP 2

After2m cash 50

HDWillexor To ESC to HD willnot shop 2ciscoption To SP 40 exerciseoption

eg HD pays 2 to get 1
E sh N.V 1 10

2 Discount on M.P after 2m
amount of liability is not fixed
F 2

Today After experted discount
CIB D2 2 of 150 M.P
To FL 3

expecteddiscounted P
ie

to be given
benefit togiven

FL

if options exercised
CIB Due 147

FL Dr 3



 






























































































































































































































To ESI 10

To SP 140

if options not exercised

FLDIOPI 2

Note 2 Share warrants

always equity

Note 3 Share swap arrangement
Share swap arrangement contracts of
BIC will not be treated as f I as it

will be covered under IND AS 103

Note 4 Foreign currency convertible bonds

if FCCB is convertible into E Sh only
and no of E shares to be inved will

Vary based on Δ in f v ofbonds due Δ
in exchange Rates
or
no of equity shares to be inved will be

fixed But Δ in f V of bonds due to Δ



 






























































































































































































































f f f
in Exchange Rates will be settled in cash

Then
Such FCIB should be treated as F L IFRS

such FCCB should be treated as Equity INDA

suppose
FCCB 1000 on 1 4 24 580

5800000

FCCB is to be settled by issue of 1000E sh
Now on

31 3 25 1 83
1000 830000

hence extra 30000 liability is to be

settled by E sh cash

in both caves FCCB is to be treated as

Equity

B Any Contract to be settled by cash



 






























































































































































































































is
generally treated as F L

Exception

Fifi.tt fiitj Emen
closeended MF open endedMF

Redeemableafter Redeemable

specifiedperiod is on demand

over

conditionsfor classifyingputtable f I as Equity
1 Holder shall have share in Net assetsofco

eg UH A UHB
to

paylastpayfirst
L Éuity

1 Residual interest subordinate to all other clan
i all such instruments should have identical rights



 






























































































































































































































g
eys UHA UHB

has VR.is
does not have v R

Share in N.A
but has share in

Net assets

1
be 1oz of No identicalRights

eg UHA UHB eg UHA UHB

pay pay pay NA Pay
NA ofMF NA ofMF which is latent

scheme scheme
highest in

N'A

N.A.ofm.fi lastByears
comp IT

F L

for point inisvi
Iv No obligation topay any other sum other

than share in N.A of co on repurchase
redemption

V Cashflow to holder profit lossdue to Δ in F

ofN.A



 






























































































































































































































f
Vi Nomultiple P.FI which restricts retoun

of one over the other

C contracts settled by E sh cash

Refer 7 b

D Contracts settled by both equity s cash
compound f I

mean an instrument which has both

debt is equity component

10 Treatment of G L in F I
a Int Div on F A FL should be recognised in
PIL

b Equitymindollend should be recognised in

O E is not in PIL
share issue exps

underwriting commission

Dividend payout

11 Exclusions of IND AS 32



 






























































































































































































































IND AS 32

summary

Financial Instruments
clash chest

I
FA Fav T

Non Derivative Derivative
FL unfav.tl

any contract
which Int swaps currency Comtmodi

can be
settled

in cash
options SW NoteS2

shareswaparrangements
Reteivecash pay

INDASIOS

1
I egisnames

mis G's
Cast EI ChshsE I

F A EL Efuity Refer 7 b c.FI Not I

gait.fiaii fix it exception

exception Allingmismatch



 






























































































































































































































L c ina

Ft
g t

TYthgh.TNnib
tcont.paymentpartonly

IND AS 109

Overview Flow

IᵗhIst x x

methodofalling Ind Ith Derivative

Measurement principles selectionofmethod F L

of alcing
Ind 11ᵗʰ veth

TreatmentofTIC FA Firsttime
adaption

BE Ists method of Alling



 






























































































































































































































Ist decide measurement principleof F I

Y

Cost FV

PV as on I R Xxx amtpaid Cost on I R Xxx

unwind Interest 7 in FV

P V as on
you
end xxx Fronymend

Intimeed pay xxx

ImpairementoffI
C A of F I asonymend

cost
A aminae

amtpayable

ButinBaiUofF
we study

but when we little

kids we kept on
A Benefitsderived aron shoutingforarrettoday
Benefitspaid given

aron record at cost



 






























































































































































































































I 1.18

HDId.innaTW

secondly methods of accounting
if measurement principle is

I
Cost FV

method ofarcing is method ofarcing is

A C M
FUTPL FVOCI

FUOCI R FUOCI

NR

Be nd Transaction Cost
a meaning



 






























































































































































































































g
TIC is the incremental cost that are

directly attributable to the

acquision of F A or issue of
F L

b eg
it includes itdoes not include

fees Commission Discount on inve

legalfees premium onmean

Transferfees finance lost

Transfer tax AdminCost

originationfees upfrontfees
Commitmentfees loanservincingfeer

loan syndicatefeel

C Treatment of TIC
TIC meated to FA FL

I

FUTPLunder ACM FVOCICNR TYon
a equity

FUOCICR

FA FL turf TIC to trf.tk



 
































































































































































































































f
Add to transferTIC OCI on toOther

it cashflow
11tfchflow.to

PILon I R I 12 Equityo

I R

Note ifa Interest ispaid annually

bthereishlyDis premium on issue

Dis premium on Red

c There is no TIC
Then

icooponuate

E.JI.ro

else we need to compute E.IR

Mse

Bt III'd Selection of methodofarcing
1 Method of arcing is a matter of aising
policy

2 To select an ailingpolicy



 






























































































































































































































g y
first understand important terms
second understand measurementprinciples
third understand which method ofarcing

is available for F I
fourth understand conceptof TIC
fifth Decide a Business Model B M

s select an alcingpolicy
b summary of methods of accing policyc Decision

afirst understand important terms

i Contractual cashflows cafs

payments solely related to principal or
interest or both

CCFS TEST SPP I TEST

if any F I given rise on specificed
dates to

Contractual ifs that are solely
payment of principal Interest



 






























































































































































































































then we say CIFC S SPPI
Test is

satisfied
Contractual cashflow
Characterstic

eg MDLA inved to Buddy 2H

lotd.FI L for 3yearsrep at par after 3yu
1H yr cashflow

0 100000 contrast
I 110000 off2 100001

3 1100001 100000

II Cfs from Trading
It refers to ifs from frequently buyings selling

Iii Business Model B.M

meaning Intention of an entityof
how to generate cfs fromgroup



 






























































































































































































































g f f g 1
of f A

By
contractual By
Cfs Trading

Hold Treade

Types 7 1

x x x

BM I BMII BMIII

is to is to is to

Hold Holds Trade Trade

Second understand measuremeTincipler
third understand which method ofarcing is
ymmquqilygygfyEIpyn.pl

alreadycovered
in above Istl

Ind part



 

































































































































































































































fifth Decide a B.MS select a allingpolicy
First check sleet is satisfied

Yes then check B M No

x x BM is to

BM is to hold BM is tohold trade

if entity's intention or Trade
ifentity's intentto hold F A till ifentity'sintention is to hold F A

date ofmaturity is to hold theFA onlyfor trade
i e for some timetill purpose only

intention is to the desired M.P.is i e

Collect contractual not acheived intentionis to

i p Collect cashflow

Cfs only SPITE is fromsaleofFAintention is to
Only to takethen

collect contractual
benefitofMPBM is to hold

then ifs forsometime then
then sell it to BM is totrade

measurementprinciple thentake benefitofshould be Cost measurementprincip
MP should be FairAnd
then value

method of arcing BM is toholdTrade And
methodofactingACM then FUTPL



 
































































































































































































































eg
measurementprinciple or

loan given
should be Cost FVOCI NR

securityDeposit
1 F V egsinvtinE.sn

investment in And if notopted
methodofalling forFUTPLDeb if BM is FVOCIIR FV

to hold
eg invtin Deb

Derivativesif'm FA

BH Examples summary

no v

loan given Inutin Deb Invtinesh

securitydeposit
1 SPRITILITY Apply

B M Hold

MOA Acm
Yes ApplyFum

FVOCICNRelsetsm1tgfFvgcicrFFTPL1 It FUJPL
Note ifentity'spassed else Yes
choice is FVOT

FVTPL NR then it

ApplyACM
Cannot Revert
back to FUTP

M

entyhÉ

incaveofFVTPL to use



 






























































































































































































































y f
F VOCI INR but once entity's

started

using FVOCI NR it cannot

revert back to FVTPL

Ist meaning of
Typesofefs

type
inifs

e.mn

nni ii i
1

IIInd Decide Method ACM FUM
I

1 FUTPL

JEFE shin

i
w
HDview



 






























































































































































































































b summary of methods of accing policy
Particulars ACM FVOCIER FUOCICNR FUTPL

Initial Futte FV TC FV TC FV

Recognition TC PI

i e Day 1

Int Div EIRIMPIL EIR IMPIL EIR Div PIL
in PIL

FVchanges NA OCI R OCI INR PIL

profit on PIL PIL Sbal PILS bad pic
Sale OCI R is OCIINK

torf topic istorfto
R E

Decision
1 four FA

TIR loan Sec Inv in Deb Invtin

Deposit inut.in sbondsifE.sn
deb if held till hold Trade



 

























































































































































































































f
maturity

MOA ACM FVOCIIRIFVOCI.IN
or

FVTPLif
FVOCIIN

notopted

Ii F L ACM
iii forfinancial guaranteeFVTPL.infor Derivatives FUTPL

O

511 looking Cfs we can conclude that

Red at par but issued on Discount
i Coupon mate E I R I R R

From Issuers POV Ltd

Step Cashflow

you you you you you you95000 9000 900 9000 gov gov



 






























































































































































































































looooo

10
5
Coupon rate

steps calculation of Effective Interestrate
EIR

means Rate of interest where
Prof cash inflows PVofcashoutflowsftp.pogeoy.inf.M

I RR but in IND AS EIR

9500 900 PVAY syoes nt 12 XD sym ni

using Turial s error method

Let 2 101

9oox PVAf15yes10 12 XDf 5ym10
9000X 3.7908 1 L X 0 6209

34117 62090
96207

Let a 11

9000XPUA 5yrs 111 12 Df 5yes 117



 






























































































































































































































f f yes
grox 3.6959 100000 0.5935

92613

Applying interpolition

c R Difft

to 3 117 111 10

ix

EIR 10.3358

Steps Amortisation Table

year of balance Int EIR.intallment.clbat
I 95000 9819 9000 95819

2 95819 9904 9001 96723

3 96723 9997 190001 97720

4 97720 10100 9000 98820

5 98820 101800 Goro 1000

To btal.co
0

bepaid



 






























































































































































































































step41AJournal
you

Bank Due 95000
To F L 95000

you you yous you yus
F C PIL 9819 9904 9997 10100 70780

TO FL 9819 9904 9997 10100 70780

FL Dx 900 900 9000 900 govo

ToBank 900 9000 900 9000 gooo

FL 21 two

ToBank Iron

B Ledger F L
Yoel To Bank your you ByBank 95000

11 To Bal Ild 95819 yvel By FC 9819
so

To Bank govo you By Bal Bid 95819

To Bal Cld 96723 By
FC 9904

To bank govo you By Bal Bld 96723

To Bal Cld 997720 By F C 9997

To bank To You By Bal Bid 57720



 






























































































































































































































To Bal Cld 98820 By FC 10100

To bank gon yous By Bal Bld 98820

Tobank fouro By FC 10180

C FIS Extracts

i SPL

you you you you yus
PIL
FIC 9819 9904 9997 10100 70780

ii BIS

you you you you yus
NonC L

FL

LTB 95879 96723 97720

C L
FL
STB 98820



 


















































































































































































































5011 Transaction Cost 1000 deb 2 2000

Inverspov Ltd F L holder Investors POV FA

step cashflows Step cashflows

you
95000 yoo

97000

girl
9000

you
9000

gon good

you you
Govo 900

you you
you

900
you

900

gut 9000 110000 goes 900 110000

Step2 EIR

Step2 EIR 9700 9000 PVAf 5yv
NY

9500 9007PVAY syves x 7
110000 Df Tthyoxa

11000 Dy 5ᵗʰ n Let 2 10

govoX 3.7908

2 107 110000 0 6209

Govx 3.7908 102416.2
110000 0 6209 2 121 Goux 3 60484

102416.2 110000 0 5679



 






























































































































































































































948772 121 9004 3 6048
110000 0.5679 using interpolition
94877

using interpolition
10 11777m
71 43

10 T.EE fnt
Steps Amovetisation table

71.96
year op.bal.int Rep Clb

steps Amortisation Table 011.43

ear of bal Int Rep clibal I 97000 11087 900 9900

1196 2 99087 11326 900010141

1 95000 11362 9000 97362 3 101413 11592 Sour 10400

2 97362 11640 9000 10006 4 Cocoor 11886 900 1068

3 100006 11901 900 102967 5 106893 121007 govo 11000

4 102967 12375 9000 106282 To Tow
5 106282 9000 1 on

E stepe journal

you
F A Dot 9 For
To Bank 970

Dis Intt
Prem on Red Yul YI 413

FA 11087

Step4 Journal Her Toint



 



















































































































































































































Bank Govo

TOFA 900

You 5 Bank 110000

ToFA 110000

801 FV methods

Date Particulars FUTPL FVOCIIR FUOCICNR

318 Purchased FADE 100 FADE 100 FADE 100

ToBank100 ToBank100 ToBank100

13 18 FV changes fopi 1 1 p Foo

0 418 Sold BankDello BankDello BankDr110

1111 poppy poppy

OCI216 turfBatof

TOPL OCI toR



 






























































































































































































































Be It Financial Assets

Overview

x x x x

Recognition impairement Derecognition Din
8

alling
1 meaning 1 meaning policy

ACMaFViilwaysofiilwaysofimpairement.D
erecognition

5 6

FUOSI FUTPL specialinues
9

waysof
7 Reclassification

70
x x x x x

introduction E.IR TV FV TV FV special

I I inver

FAacquired FAace 4

Mk otherthan modification

m roI FV MROI Restructuring

2 3 FloatingROI

Perpetuity
Demanddeposit
TR
impairmentoffA



 






























































































































































































































1 Introduction

under this method entity should

initially recognise FA F.V

after adjusting with TIC and not T.V

Fair value P.V of future ifs at EffectiveFV int Rate E.IR
i e

FV PVoffuture ifs EIR

Transaction value Cashpaid to acquire
TV FA or initial cash

outflow

E.IR I R R means that Rate ofinterest
where
P.V of cash inflow PVofcashoutflow

CashpaidtoacquireFA

S IND AS calls this IRR as EIR

2 F A acquired F v MROI FV TV



 










































































































































































































i FA acquired at FV
EIR MROI

Steps to solve

Step Determine cashflowsfor entireperiod
Steph Calculate EIR

either EIR Coupon Rate else calculate
EIR using TIE method

Steps Amovetisation Table

stepa Alcing
you Istday F A xxx FV

To Bank Xxx

you each i int FA xxx

grand To int 10
also known as unwindingof.int

ii installment
Bank Xxx

To F A xxx

c



 






























































































































































































































10Mt 1 This Q relates to IND AS 32 SIND

AS 109
21 Bank loan is a F I as per Ind
AS 32 since it creates F A for onepartyi e Bank and F L for another party i e
Target Ltd as Target Ltd will settle

this contractforcash
3 loan to customer will satisfy

a SPPI TEST
b BM to hold
i loan should be acted under ACM

4 For bank processing changes in income
5
alcing
Loan FA DM 10L

Loan FA Dr 8L

To Bank 182

Cash Dot 18000

To Plfees
18000



 














































































































































































































1M wet legal bother cost are TC but admin
Cost is not a TIC

Investors POV

Step cashflows

you you you you
112000 floor 10000 10000

120000

Steps EIR
172000 100007 PVAL 3yrs 21 1200004 Dft

3yn.net
n 111

lox 2.9437 120000 0.7312

112181

12
10000 2.4018 120000 0.7118

109434

using interpolition

tl IE it



 






























































































































































































































11.07

steps A T

yearop.bal.Int 11.071imt.cl.bal
1 112000 72398 10000 114398

2 114398 12664 10000 117062

3 117062 12938 10000 120000

steps alcing
you i FA Dt 112000

To Bank 11200

Admincost Plybetto
To Bank to

you you your
F A Dr 12398 12664 12938
To int PIL 72398 12664 12938

Bank Dr 10000 1000 1000

To FA 10000 10000 10000

BankDe 120000

To FA 120000



 






























































































































































































































3 FA is not acquired at MROI

or

FA is not acquired at F V

suppore
FA as at EIR p me

10

FA cut at MROI FA FV 80031091

I R of F A Diff of 200

should be at FV
F ADue 800

To Bank 800

if F v is asper else

level I input
PIL Dr 200 v

To cash 200 200 Should else 20



 






























































































































































































































be treated as shouldbe

an asset amortised

if a FEB over life
b Control of F A

unamortised

FAamountshall
bedisclosedin
BIS asN.CA

Note iff.ve of f A FA at TP bioz

of Ro I then F V computed
on the bars of M.R.o.I.at per
level II input

eg HDFC Personal loan 18 MROI

HDFC 17 11 15 Cquponate

means loan 18 F A FV
loan 151 FA T.P.my

Diff Non15

150ÉS
µ



 






























































































































































































































Fears
k.EE

iim4ppet

41
1

P
bco 2 HDFC isgiving
loan 18

it mightpossible
other

banks SBI 016

ICIII 919

MRO I

IS
LI LI LIII

everyone Inlyentity onlg.gg
SP



 






























































































































































































































L I MIBODRBIOLIBOR.I

for thecountry
Price
LI Diff LL
LI II Diff Asset amortised

Exp
this MROI EIR

a So Calculation of EIRI

Transaction with public Transactionwhich

at large are personspecific
or entity

FV T.P T.V specific

egsinvt.in
Deb I

Inntinpref.sn Here FV T.P.IT

if a int is paidannually eg loan to employee



 






























































































































































































































8 1 g g loan to subsidiaryb There is no sec Deposit to less

Dis prem on issue secDeposittofragan

Dis poem onRedh

C There is no Transaction
In this case

Cost

Then coupon rate EIR EIR MROI Coup
Rate

else we need to compute
EIR using Trial error

method
i e that ROI where

TV PVoffuture
cfs

Hence we can say there are 3 situations

possible

x

FV TP FV TP

EIR MktRo4

EIR Coupon EIR Coupon
mate mate



 






























































































































































































































b FV TV is EIR MROI

suppose
FA as at EIR TP 1000

FA cur at MROI FA FV

01f.x

x

I R ofFA shouldbe Difference
at F v of 2w Note

FA Due 800
To Bank 800

ifFV is as Else
per Level I

input
PIL Dr 200should Else

200

To CIB Estate et shouldb

if there is amortis
toPIL

a FEB 1 over ifb Control ofFA
1101 ifdiffisentity unamontisedant

Shallbedisclose

qq.fi pqygpg
figy inggan



 






























































































































































































































C steps to solve
Step Determine actual cashflows

It is calculated Coupon rate

steph Assume EIR as MROI

steps calculation of F V
P.V.ofaitualcfsEIR.steptDifference
F A TV TC Xxx

F A FV aspersteps

FV Level I FV Level II

P1 x x x x

employer lessor franchisor Ptos SFP
employee lence Franchisee

x x x x x

employee leave franchisee Painutins p Divine

Cost Rent Cost S Equity SDivexp

steps Amortisation table



 









































































































































































































1
here op bal FV

S Int is at EIR i e M.RO I

Steps Accounting

you FA Dr XXX F V

Diff DM xxx asperstept
To Bank xxx

E
I

801 step Actual cashflows

your opibal Int Install el.ba
10000 10000

2 1000 10000

3 10000 10000

step EIR
MRO I 7

Steps FV
PV of actual cfs EIR



 






























































































































































































































f f
low Df 71 3 years
1000 0.8163
8163

step4 Difference
TV loors

FV

Digg 87
steps Amovetisation Table

yearop bal.Int Tt.Inrt.cl.bal
8163 571 8734

2 8734 611 9345
3 9345 10000

steps alcing
you security Deposit FA Dr 8163

Container cost leavement Dr 1837
To Bank low

you you you
sec Dep Dr 571 671 655

To Int PII 571 611 655



 






























































































































































































































PIL Dee 18373 612 612 613

To cont cost 612 612 613

HD gift FA yahoo.ttfnfTobank 8163

Toint 571 Byeld 8739 Id 1225tn

bit 8T
EMoncA

bid 122T 012 72
Int 611 By ild 939 id 613

C A

bid 93T III
bid 613 PIL 613Int 611 Boybank long

logically
in PIL G int income willcome
SPIL Dee contcost will come

but in A s No incomehaveexpe

S life was beautiful
i.mn n

ygoIND AS we come toknowabout
SD is not carrying int's us
EIR i e effective costof
container is more than we are

assuming is we are loosingoffcostint 1



 


















































































































































































































free

soli step actual ifs
year ofbat Int Install clibal
I 10000 100000

2 loom looooo

3 100000 100000

step2 EIR MRI 12.1

steps FV
PV of actual ifs EIR
100000 D f 12 3

years
100000 0.718

71180

Stepa Difference
Transaction value looooo

Fair value step 1TFranchise cost

Amortired under SLM
in 3 years



 






























































































































































































































steps A T

your op.bal.Int 12xInst.el.bal
1 71180 8542 79722

2 79722 9567 89289

3 89289 10711 lovers

steps Aking

Yuto SelDep Due 71180

FranchCost DM 28820

To Bank 100000

you your you
S D Doe 8542 9567 10711

To Int PII 8542 9567 10711

PIL Dr 9607 9607 9606

To F Cost 9607 9607 9606

Bank Dy 100000

To S D 100000

D if Q stater



 



















































































































































































































f

In equated In equal
annual installments annual installments

along with int
1

Installments are Install E.is
intered

including interest

501 steps Actualcfs
a loan Pv of All installments

1000000 Install PVAY 6 fortyear
looooo Install 3.4651

Installments III
288592

b Loan 6

year of bat Int Install clibal
I 1000000 60000 288592 77 408



 











































































































































































































2 771408 46284 288592 529100

3 529100 31746 288592 27225

4 272254 16338 288592

Steps EIR lot

steps FV
288592 PVAf 10 4yrr
288592 X 3 1699
914808

Stepa Diff
T V 1000000

FV
EB.com 1LI

Steps Amortisation table

year op.bal.Int 1oxInt.cl.bal
1 914808 91480 288592 71768
2 717688 71769 288592 50086

3 500865 50087 288592 2623

4 262360 288592

steps Alling



 

































































































































































































op g
you loan to empt F A Dr 914808

EBE 85192

To Bank looooo

you you you you
loan toEmp FA 91480 71769 50087 26232

To Int PIL 91480 71769 50087 26232

PIL DM 21298 21298 21298 2129

TO EBE 21298 21298 21298 2129

Bank Dr 288592 288592 288592 28859

To loantoee FA 288592 288592 288592 28859

5011 steps Actual efs on
32000in

year op bat Int 5tInstallcl.bal
I 1 80000 400000 1280000



 
































































































































































































































2 1280000 64000 384000 96000

3 960000 48000 36800 64000

4 640000 32000 352000 32000

5 320000 16000 336000

Step2 EIR MROI 10.1

steps FV

year install Pv 10 PV
1 100000 0 909

2 384000 0.827
3 368000 0.751

Δ 352000 0.683

5 336000 0.620

E
stept Difference

T.P 1600000

FV
EBE

Step 5 Amortisation Table

yearop.bal.Int 10t.Installm.cl.bal
I 1406272 140627 400000 1146899

2 1146899 114690 384000 87758



 















































































































































































































3 877589 87759 36800 59734

4 597348 59735 352000 30808

5 308083 30917 33600

step 6 Alling
you

F A Due 1406272

EBE DM 193728

To bank 1600000

You Bank Due 400000
To FA 400000

you FA Due 140627
To Int PIL 140627

you
PIL DM 38746 193728 5

TOEBE 38746

5011 step Actual cashflows
year opbad Int 4 Int clibal
1 1000000 40000 200000 840008

E
2 840000 32000 200000 672000

I 6



 
































































































































































































































82 41 E
3 672000 24000 200000 49600

61 41 Etion
4 496000 16000 200000 312000

141 4 1 E
5 312000 8000 200000 120000

21 41 E

6 120000 60000 60000

7 60000 60000

Step 2 EIR MR 8.1

steps FV
21 PVAf 8 Syver

60000 0 8 6ᵗʰy
borox Df 8 7ᵗʰyrs
200000 3 9927 60000 0.6302 6000070.583

871356

stept Diff
T P 1000000

FV
EBCost.IEe



 














































































































































































































SteptA.T.yearop.bal.Int 87install.cl bal
1 871356 69708 200000 74106

steps Alling
1 4 15 loan FA Dr 871356

EBE Dr 128644
To Bank 1000000

31 3 16 loan Due 69708

To Int PIL 69708

31 3 16 Bank DM 200000

To FA 200000

31 3 16 PIL Dr 18378
TOEBE 18378
128694 7

Q 15isH.w.foromvowme3mlyyb.se



 

























































































































































































































5011 step Actual efs
you you you you you you
10L lol

step2 EIR 12

steps cal of FV
102 X Df 12 5ᵗʰ

year
701 X 0 5674
567400

stepa DiffT.P 1000000

FV 567400

Leaverent

Steps A T

yearop.bal.Int 121Install.cl.bal
31 3 02 567400 68088 63548

31 3 03 635488 76259 71174

31 3 04 711747 85410 79715

31 3 05 797157 95659 8921

31 3 06 89816 107184 102



 



































































































































































































Steps ailing
1 4 01 S.D.IF.AT DM 567400

LeaveRent Dr 432600

To Bank 10L

HW.QFYMMR.IMIgf

ignore

111 steps to stepTstepsare exactly same as in 0.35

steps Actualefs
you you you you you you
10L lol

step2 EIR 12

steps cal of FV
102 X Df 12 5ᵗʰ

year
701 X 0 5674
567400



 






























































































































































































































stept Difference
Pref Sh actual R 1000000

Pref Sh Fairvalue 56711
Invt inequity 4326

0

Steps A T

yearop.bal.Int 121Install.cl.bal
31 3 02 567400 68088 635488

31 3 03 635488 76259 711747

31 3 04 711747 85410 797157

31 3 05 797157 95659 89216

31 3 06 89816 107184 102

steps Alling
1 4 01 Inv in P.s F A Dr 567400

Inv in EquityIFAIDM
432600

To Bank 1000000

Note 2 A Any money given by Ptos which
is Non refundable is known as Invin

equity
b There are no equity

shares



 

































































































































































































1g
exchanged

c As per IND AS 109 it is just
bifurcation of 7

I
Invin sec Inv inse

with interest w o

interestsRedeemable S Reedermab

d Equity basically means Reserves of s
c it will not impact CBS

it is a Contra entry

511 step Actual cfs
you you you you you your
1201 12L 12L 12L 4122 122



 






























































































































































































































1202 101 1202

Steps EIR M ROI 12

steps FV
121 PVAL 12 944 120LX Df 12 5ᵗʰye
122 3.604 120L X 0.567
4324800 6804000

11128800

Stept Difference b w TP SFV
T P 12000000

FV
pic 8

steps A T N.A

steps Alling
You

loan FA Dot 1112880
PIL Dol 871200

To Bank 120 L

4 Special Issues FA
special Issue 1 1

Modification 1
i change in cashflows by receiver ofloan



 






























































































































































































































ge f y f
il so

basically meeeoflanieith.es

or

defaulter and he he has extra
decides to change money

to
pays

cashflows of loan by before time

paying it later decides to pay it

in such a change impacts f v of FA
iv Henie on Date of modification D on

CA of FA as on D o M fromAF Xxx

RevisedC A of FA as on Dom xxx

P Vof Revised Remaining Cfs using
Original E.IR NewEIRlifgivent

xQ

R.S in caseof special insureof

Diff istorf.to
Relationship prepayment

PILAIC Diff is torf.tospecialais ofloan



 






























































































































































































































BankDre xx laptop

PIL sp Dr Blf
To FA xx

AJA

V Steps to solve
actual

step Calculate Desired Cfs at couponrate

steps EIR

step FV

PV of desired cfsEIR.steptDifference
steps AT up to D ON
Steps Revised cashflows
Step7 PV of Revised Cfs original EIR

New EIR lifgiven
Step8 amt of Δ in FA due to modifi

profit loss on modification
Steps Revised A Tfor Remaining ifs
Step10 Alling



 



















































































































































































































I

501 step 1 actual cashflows

year ofbat Intelty Inst clibal
I 10000 1500 1500 loon

2 10000 1500 1500 levoo

3 10000 1500 1500 levoo

4 10000 150 1500 1000

5 10000 1500 11500

step E IR
154

since a we assume coupon rate MROI
b there is no Disi Prem T.C

Steps FV TV since coup Rate MROI

Stapt Diff N.A

steps A T upto Dom

yearop.bal.Int 15tInst.cl.ba
1 10000 1500 1500 10000

2 10000 1500 1500 10000

3 10000


