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Listed Companies and Companies having Net worth >= 250 crores:- IND AS 34 -

For Listed Companies SEBI guidelines are applicable and hence Clause 41 is also applicable

to these companies. As per Clause 41 Preparation and Presentation of Interim Financial

Results is mandatory for these companies.

Companies having'Net worth < 250 crores:- AS-25

AS-25 doesnot mandate the preparation of Interim Financial Statements, but those

companies who opt for the preparation of the Interim Financial Statements should follow
~the guideline of AS-25.
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INTERIM PERIOD r) 3m, ém,9m

Interim Period is a financial reporting period shorter than a iull imanc:al year. However, If
the first annual financial reporting period is shorter than a financial year, that shorter perlod

is not considered as an Interim Period.

INTERIM FINANCIAL REPORTS
AANANAANA AAAANNT

ANAANS

Interim Financial Reeort means a Financial Report containing either —

(a) Complete set of Financial Statements, or
ANASNNANN

(b) Condensed set of Financial Statements (as described in AS - 25) for an interim period
/\MMAN

NS

Contents of a Complete Set of Financial Statements:-

A Complete Set of Financial Statements normally includes -

1. Balance Sheet,

2. Statement of Profit and Loss,

3. Cash Flow Statement,

4.Notes including those relating to Accounting Policies and other Statements and
Explanatory Material that are an integral part of Financial Statements.
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Contents of a Condensed Set of Financial Statements:-

Minimum Components: An Interim Financial Report should include, at a minimum, the
following components —

(a) Condensed Balance Sheet,

-(b) Condensed Statement of Profit and Loss,
Ac) Condensed Cash Flow Statement, and
(d) Selected Explanatory Notes.

If an Interim Financial Report If an Interim Financial Report contains

contains CondensedFinancial Stat‘e/wents
| W

Complete Set of Financial
Statements

The form and contents should It should include:
conform to the requirements as
applicable to Annual Complete Set
of Financial Statements.

¢ Each of the headings and sub-headings included
in its most recent annual Financial Statements.

]
-‘Se.lfcted Explanatory Notes as required by AS -
25. !

* Additional line items or notes, if their omission
would make the condensed Interim Financial
Statements misleading.

Disclosures under other Accounting | Disclosures under other Accounting Standards are
Standards are also applicable not applicable.

Presentation of items disclosed in Annual Financial Statements: When an Enterprise
esents in its Annual Financial Statements -

a) Baszc and Dilutdd /@ DS pe.
Conso//dated and Separate Financial Statements as pe the same shall be

presented in the complete or condensed Profit or Loss Statement and the Financial Report
s L ———
prepared for an interim period.
=

EXPLANATORY NOTES / INFORMATION TO BE DISCLOSED IN AN
INTERIM FINANCIAL REPORT.

Minimum Contents of the Notes: An Enterprise should include the following information, s
as a minimum, in the notes to its Interim Financial Statements, if material and if
disclosed elsewhere in the Interim Financial Report -

L/I. Agcounting A statement that the same accounting policies are foll
v
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Policies:

thelnterim Financial Statements as those followed in the most
recent annual Financial Statements or, if those poI|C|es have
been changed, a aescrlpt ion of the nature and effectof the

change, —_—
v
.‘ 2. Seasonaliti: E Explanatory comments about thé seasonalityf interim
D —— -
~{" operations,

‘3. Unusual Items: ]

Nature and amount of items affecting Assets, Liabilities, Equity,
Net Income, or Cash Flows that are unusual because of their

nature, size, or|nc1dence (as perAS - 55

4. Change in
Estimates:

Nature and amount of changes in estimates of amounts
reportedin prior interim periods of the current financial year or
changes in estimates of amounts reported in prior financial years,
if those changes have a material effect in the current interim period,

5. Caglta }

Re- structurmg

Issuances, Buy-Backs, Repayments and Re-structuring of Debt,
Equity and Potential Equity Shares,

L 6. Dividends:

Dividends, aggregate or per Share (in absolute or percentage
terms),separately for Equity Shares and Other Shares,

Se men
t/ ortln

Segment Revenue, Segment Capital Employed (Segment Assets
minus Segment Liabilities) and Segment Result for Business
Segments or Geographical Segments, whichever is the
Enterprise's primary basis of segment reporting (this will be
required only if AS - 17 is applicable for the annual Financial
Statements),

8. Composition
Changes:

————

Effect of changes in the composition of the Enterprise during

the interim period, such as amalgamations, acquisition or

disposal of Subsidiaries and _long-term investments, re-
TE—. . . . .

structurings, and Discontinuing Operations, and

ol

9. Contingent
Liabilities:

Material changes in Contingent Liabilities since the last annual
=} 5
Balance Sheet date.

The above information should be reporteg on a financial year-to-date basis. However, the
Enterprise should also disclose any events or transactions that are material to an
understanding of the current interim period.

PERTODS FOR WHICH INTERIM FINANCIAL STATEMENTS

SHOULD BE PRESENTED /

TATEMENT

alance sheet

CURRENT PERIOD gOMPARA TIVE BERIOD
End of current s' End of immediately precedir@

financial year

‘- . .
interim period




CA TEJAS SUCHAK

ACCOUNTA

A'\

NCY ACE

Statement of profit and /_J_Cu#en-t——iﬁ-tedm\ 1.Coppagable interim period and
loss 1= 1]7]aK - 52!4!;)4 period and

Q- 1 m]an - 20[a)24 2.cumulatively for the precedigg financial year

ate of immediately

year-to-date > Dp
T —— 7 4
. e
Cash flow statement 1.Cumulatively for the | 1.Comparable year-to-date of

. _ current financial year- | immediately preceding financial
b+ NTO 1[4 [aN 3«@)4;, e

to-date year PPy

1

&

+
SEASONAL BUSINESS: For Enterprises running highly seasonal business, the financial

e

information for the 12 months ending on the interim reporting date and comparative

information for the prior 12-month period may be additionally given in the Statements.
S A~ a A AT A4 o oo

RECOGNITION PRINCIPLES FOR THE FOLLOWING IN INTERIM

g\sez m FINANCIAL STATEMENTS M) — ponse 4

Capitalisation

SNS—" T
Item / Para Recognition Principle
Asset * The tests of future economic benefits apply to assets at interim dates,
v as they apply at the end of a financial year.
e Costs that would not qualify as assets at the year-end, would not qualify
at interim dates as well.
Asset A cost that does not meet the definition of an "Asset" at the end of an

interim period, is not deferred on the Balance Sheet date, either to await
future information as to whether it has met the definition of an asset, or
to smooth earnings over interim periods within a financial year.

Liability A Liability at an Interim Reporting Date must represent an existing
z obligation at that date, just as it must at an annual reporting date.
Income Income is recognised in the Profit and Loss Statement, when a
e . . . . .
¢ measurable increase in future economic benefits has arisen, by way of
increase in an asset or decrease of liability.
Expense e Expenses are recognised in the Statement of Profit & Loss when a
y/ measyrable decrease_in_future economic_benefits has arisen, due to

decrease of asset or increase in liability.

e The recognition of items in the Balance Sheet that do not meet the
definition of Assets or Liabilities is not allowed.

\
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Losses (
—-—
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* TQe principlesfor recognising and measuring losses from inventory
write-downs, r

, estructurings, or impairments in an interim period are the

same)_as those that an Enterprise would follow if it preeared onlx Annual

Inancial Statements.
—EE————

@However, if such items are recognised and measured in one interim
period and the estimate changes in a subsequent interim period of that
financial year, the original estimate is changed in the subsequent interim
period either by accrual of an additional amount of loss or by reversal of
the previously recognised amount.

Income Tax

* Income Tax Expense is recognised in each interim period, based onthe | _
best estimate of the Weighted Average Annual Effective Income Tax Rate
expected for the full financial year.

e Amounts accrued for Income Tax Expense in one interim period may
have to be adjusted in a subsequent interim period of that financial year,
if the estimate of the Annual Effective Income Tax Rate changes.

TREATMENT FOR REVENUES RECEIVED SEASONALLY OR OCCASIONALLY &

OTHER IMPORTANT ITEMS.

ORvfelond.
~Royatty

1. Occasional Revenues that are received seasonally or occasionally within a
) Receipts: financial year should not be anticipated or deferred as of an interim
T

date, if anticipation or deferral would not be appropriate at the end of
the Enterprise's financial year, e.g. _Dividend Revenue, Royalties, and
Government Grants.

2. Seasonal Some Enterprises consistently earn more revenues in certain
Revenues: interim periods of a financial year than in other interim periods, e.g.
seasonal revenues of Retailers. Such revenues are recognised when they
occur.
3.Extraordinary No deferment is allowed. Recognise in the Quarter in which it is
Items:- incurred.
4.Heavy No Deferment is allowed. Recognise in the period in which it is

Advertisements:- | incurred.

N v’
EFFECT OF CHANGE IN ACCOUNTING POLICY

o fo

One objective of the precedlng principle is to ensure that a single accounting policy i

applied to a particular class of transactions throughout an entire financial year. Th

effect of the

principle requires that within the current financial year any change i

accounting policy be applied retrospectwely’? the beglnnlng of the financial yeg
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CHANGE IN|ACCOUNTING ESTIMATES

Separate Disclosure: When there is a significant change in the estimate of an amount
reported in an interim period, the impact of such change will be recorded in the current
interim period only i.e. prospective effect only. v Eﬂgl- m md(wd of &Pn v

v e fn ot of wrle dmgn of

of impafmend s inve v’
oARANSTTIONAL PROVISION*mmP%,, amoust of \mP

On the‘ irst occasmn}chat al\ interim financial report ls presented in accordance =
with this Statement, the following\need not pe presented in respect of all the

interim periods of the current financial year:

Comparative statements of profit and loss for the comparable interim periods
(current and year-to-date) of the immediately preceding financial year; and

Comparative cash flow statement for the comparable year-to-date period of the
immediately preceding financial year.

APPLICABILITY OF AS - 25 to INTERIM FINANCIAL "RESULTS”

! ]E)Al L~ RENNOt Reports) /

Lﬂ- [ICAI Guidance Note]

y vs Reports: Interim Financial Results may be required to be presented in
purstance of requirements of a Statute / Regulator. The applicability of AS - 25 for such
"Results" is laid down in ICAl's Guidance Note.

Example: Clause 41 of Listing Agreement between Stock Exchanges and Listed Enterprises }
requires the presentation of Quarterly Financial Results.
L —4

Principle: "Ipterim Financial Results" (e.g. as required bx Listing Agreements) do not meet the
definition of "Interim Financial Reports" as per AS - 25. The applicability of AS - 25 Willbe as

under:
Particulars < JAB-25is )
andRequwements NOT

APPLICABLE

o s
= Reco n|t|on Measureme—i inciples of items (i.e. Assets, =iy PPLICABLE
Liabilities Income & Expense)

= - LA cmuemi-e IF Reaupie -

=4 v
For Knowledge Purpose

.

7
and Clause 41: While AS-25 talks aboui(
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interim period should be a quarter whereas AS-25 consider any period less than a FY to be
an interim period.

= Q1 = lo §0000 14moro

™ gat'n £0000 (PR -23 : 10000 i'aw:) 4

=S000O
G 9QES TION 1:-

ADDITIONAL QUESTIONS 2 S0000
— ]
(Topics Involved: AS-25: Change in Accounting Estimate, AS-28: Reversal of Impairment
Los m Valuaiton of inventory)

S Ltd experienced X 50,000 decline in the market value of its Inventory in the first quarter
of its financial year. The Company had expected this decline to reverse in the third quarter,
and in fact, the third quarter recovery exceeded the previous decline by

X 10,000. The Company’s inventory did not experience any other declines in market value
during the financial year. What amount of loss and/or gain should the Company report in
its Interim Financial Statements for the first and third quarters?

Answer:-

1. Quote: As per AS-25, the principles of AS-2 have to be applied for Interim Financial
Reporting also.

2. Conclusion: The loss of X 50,000 has to be recognised in the First Quarter, and the
reversal of the same (not exceeding cost), i.e. upto X 50,000, should be recognized only

in the Third Quarter. Totald tax = QQOO-N)U) x kol = RO =) 30].
Tobod wowme Ad

JAUESTION 2:-

M Ltd reports quarterly, and has an Operating Loss carried forward of X 100 Lakhs

for income-tax purposes at the start of the current financial year for which a DTA has not
been recognised. Makara earns X 100 Lakhs in the first quarter of the current year,and
expects to earn X 100 Lakhs in each of the three remaining quarters. Excluding the

arried forward, the Estimated Average Annual Income-Tax Rate is expected to be

J)Calculate the amount of Income-Tax Expense reported in each-quarter. QqDO-IOO')
@1 =100 % U0/ @ X405

L —— 4
e Estimated Tax Liability on Annual Income = (Income(X 400 LakhsY b/fd Loss khs _
—
0% - {120 L0y &
f——

|NM¥E\"¥ J Estimated'Average Annual Effective Income-Tax Rate =X 120 Lakhs + X400 Lakhs = 3Q%

R0 ® For AS - 25 purposes, this Average Annual Effective Income-Tax Rate would be
earnings of each quarter.
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Accordingly, Tax Expense would be as follows -

1t Quarter | 2" Quarter | 3" Quarter | 4t Quarter Annual

Tax Expense | X 30 Lakhs X 30 Lakhs X 30 Lakhs X 30 Lakhs | X120 Lakhs
100%X30/  |oox30)  1oLX30)  |DOX30).
QUESTION 3:- 7o0%q0/. = 630L

To comply with listing requirements and other statutory obligations Quaker Ltd prepares
Interim Financial Reports at the end of each quarter. The Company has brought forward
losses of X 700 Lakhs under Income Tax Law, of which 90% is eligible

for set off as per the recent verdict of the Court, that has attained finality. No DeferredTax
Asset has been recognized on such losses in view of the uncertainty over its eligibility for
set-off. The Company has reported quarterly earnings of X 700 Lakhs and

X 300 Lakhs respectively for the first two quarters of Financial Year 2015-2016 and
anticipates Net Earnings of X 800 Lakhs in the coming half-year ended March 2016 of which

X 100 Lakhs will be the loss in the quarter ended Dec. 2015. The tax rate for the company
is 30%urcharge You are required to calculate the amount o @7 to
f——

be reported foreach quarter of financial incial year 2015-2016.

[S——
Answer 3:- (% Lakhs) B 100 Ga=300 O2- L00> B4 = Qoo
Computation of Average Annual Effective Income Tax Rate
Particulars X Lakhs

(a) |Estimated Income for the year (Q1 700 + Q2 300 + Q3 Loss (100) + 1,800

Q4 900)
(b) |Brought Forward Loss set-off as per Court verdict (90% of 700) (630)
(c) |Estimated Income as per Income Tax Law (a - b) 1,170
(d) | Estimated Tax liability for the year (1,170 x 33%) 386.1

Note: Tax Rate =30% + 10% Surcharge = 33% (EC and SHEC are ignored

in this computation.)
(e) |Estimated Average Annual Effective Income Tax Rate (d + a) 21.45%

For AS - 25 purposes, this average Annual Effective Income Tax Rate would
be applied toearnings of each quarter.

1.Tax Expense as per AS-25: Tax Expense would be as follows -




Toled for
EU"O* 300 - 100+400) - sao] X2/ : 3%

Totad lwowe

7004300 - 1004400 s 160D
WARETR =  QbKg.
ToxExpenge 2. &z T00 x QNS = IDIS
BGa: 300X .u-mf/. = 3T
G3:  (100)x Q' ASP = (Q4E) v

®4: X ArNSE - (9305

LA
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15t Quarter 2" Quarter |3' Quarter 4t Quarter |Annual

Tax 700 x 21.45% |300 x| (100) x 21.45%| 900 x 21.45% |X 386.1 Lakhs
Expense |z 450.15/2145% =X|_ 2 (7145)|= z 193.05
64.35 Lakhs

Lakhs == Lakhs ™= |Lakhs =

QuEsTION 4:-  Self &hé_dﬂ » Sming

Saurav Limited reported a Profit before Tax of X 8 00 Lakhs for the 2" 27" quarter endingon

PBT-3 30th September 2016. On enquiry, following i issues were noticed:
/* o-4S
(a) Property Tax of X 60,000 pald durmg the quarter for the full year has been recognized

in fuII @ \D“‘ s = A

>
b) [1/5th bf X 15 Lakhs benﬁarketmg Promotional Expenses mcurred on 23rd
-31 eptember, Q}G “has been recognlzed in the

Wst quarter of the yeatz ISfs =
(c)l 50% ;f th4 Los})f # Lakjncurre; owf a‘Busmess Segment)has been

aIIocated to this quarter.

(d) Cumulatlv of X esultmg from the change in the method of Valuatlon of
gel

Aec-PoL- Inventory was recognlsed in the 2nd quarter, which mcluded X 2 Lakhs related to earlier ¥

quarters.

(e) Gain of X 15 Lakhs from Sale of Investments sold in thr was apportioned
— = -

81
equally over the full year. 1t = @ig&
3

You are required to give proper treatmehs@éqmred by AS-25 on Interim Financial
Reporting and to recast the adjusted Profit before Tax for the 2nd quarter.

Answer 4.:-
Item Treatment
Property Taxes Property Taxes of X 60,000 relatable to the entire calendar year
should be apportioned on time basis, i.e. 3 months period expense
. ===
(R 15,000)V|II be reported as Expense.
N —
Marketing Costs should be anticipated or deferred only when -
Promotional
e |t is appropriate to anticipate that type of cost at the end of the
Expenses

fin.year, and

e Costs are incurred unevenly during the fin.year of an Enterprise.

Loss on Disposal of [ Net Loss on Disposal of Business Segment X 2,00,000 should s
Business Segment |reported in full, since the loss was incurred during the |
Period.

3

fo-g

[Para 38] In this case, recognition of 1/5% of Expense is not proper. | "




