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CHAPTER: |

Introduction to Ind AS

L INTRODUCTION TO IND AS

ASB has issued various AS.

These AS are applicable to———

\ v \
4 (a) (b) () h
Companies other than SMCs and Non-corporate
\_those following Ind As, entities, )

Companies not adopting Ind AS :

: 006
AS | to 29 to be followed by all companies.
SMC Classification as per Companies (AS) Rules:
Bases Non-SMC SMC

Turnover (P.Y.), or >250 Cr.
Borrowings
(Any time in P.Y.), or >socr
Nature of Entity, or Bank, F.l. or Insurance company Remaining
Listing, or Listed or to be Listed
Group Holding or Subsidiary of above

CA FINAL - FINANCIAL REPORTING



Non-Corporate Entities : SME Classification™
Ll L2 L3 Lg
3,17, 20, 21, | 3,17, 18, 20, 21,| 3, 14, 17, 13, 20, 2I,
23, 25,27 | 23 24,28, 27 | 23, 24, 2S5, 27, 28

Completely Exempt 17 -

Exempted from certain 12. 25
accounting & disclosure ’2 2 - IS 1S 1s, 22
requirements

Exempted from certain | 19, 20,
disclosure requirement 29

lo, 11, 19, 23,
29
“Small Medium Enterprieses classification is prescribed by 1CAI where non-corporate|

- | 19,28 29 10, 11,13,19, 26,29 |

entities are classified under ¢ levels.

« Ind AS, if applicable/adopted, provides no such entity specific exemptions as given in AS

hence all Ind AS are mandatory to be followed (if relevant), if entities following Ind AS

« Ind AS | prescribess Companies following Ind AS to:
a) Follow all Ind As (and no option to follow Ind AS selectively); and
b) Make an “Explicit Unreserved Statement” that it is following Ind AS for preparing &

presenting F.S.

3. LIMITATIONS OF ACCOUNTING STANDARDS

commodity derivatives etc.

¢) | Group restructuring, business acquisitions, mergers, demergers, slump sale etc.




CHAPTER: |

rccounting anaara et up oy nancla
(FASB) (widely known as “VS GAAP”) and
2) IFRS

«

permit its use.
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INTRODUCTION

S.

NEED FOR GLOBAL ACCOUNTING STANDARDS IN INDIA

onsidering above, India made a commitmen

standards with IFRS at the 620 sumwmit in 2009.

BENEFITS OF GLOBAL ACCOUNTING STANDARDS

different reporting systems.

CONVERGENCE VS ADOPTION OF IFRS




CHAPTER: |

3.
|ASB issues new IFRS ) Consideration of comments\
o Issue of Exposure Draft :
or updates the existing : received on the Exposure Draft|
for Public Comments o
\_ one \_ and finalisation of final draft
o ~ O 0
De&berzpon ;Zd £ Incorporation of Final draft sumbission
ICZ’W:S ?rc;‘/on o‘th rIi’RS Comments from Council to NFRA with
4 " ihe v and outside bodies recommendations
by ASB i I
[
Circulation of Draft Meeting with the ) )
Ind AS to the Council representative of the NFRA (MCA) notifies Ind
members of ICAI and specified outside bodies AS under Companies Act
specified outside bodies| \ to ascertain their views

9. TRANSITION FROM AS TO IND AS

banking companies and insurance companies.
o About Indian Accounting Standards
> Ind AS are the IFRS converged standards.

Indian GAAP.
e How Ind AS have been numbered?




INTRODUCTION

How Ind AS have been structured?

| AS retained the paragraph numbers of IFRS and 1AS

Ind AS have following components:

1y 1y . . . .

authority.

8
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CHAPTER: |

Unlisted Company - Net Worth > 250 cr.

Exceptions:

- :0].0 08 - > 500
Phase Il : 01.04.2019 — Listed and

- Unlisted having Net worth > 250 Cr.

Other companies to continue to follow AS.

Is Voluntarily early adoption of Ind AS Possible ?

Yes, but not before 01.04.2015

And for — Banks : 616642619 : Not earlier of the earliest application date

- Insurance Companies : 6642626 : Not earlier of the earliest application date

- NBFCs : Voluntary adoption is not permitted

Note : An entity covered under Ind AS as per above will make its H/S/IV/A also
covered under Ind AS. This also applies to entity that voluntarily follows Ind- AS
However in no case Banking/Insurance/NBFC will be covered under Ind- AS prior to
the date When Ind AS have been mandated for them.

[ Tata Capital Itd. (Stock Broker) not before 01.04.201% ]

Parent of

[Tata BP0 (listed €o.) Ind AS applicability on 01.04.2016 as Net worth > $00 cr. ]

Y
Tata BPO to prepare alternate FS as per ind-AS AS till 31.03.2018 to facilitate
preparation of Consolidated F.S. by Tata Capital using same
accounting policies as that of Parent

CA FINAL - FINANCIAL REPORTING I




INTRODUCTION

10.).] Key Matters on Transition

)]

Comparative Financial Information

beginning of the previous period.

A company adopted Ind AS from Ist April, 2024 for its accounting period 2024-202S. Hence|

it will be required to prepare its first Ind AS financial statements for financial year 2024-
202S with comparatives for financial year 2023-2024, and the date of transition to Ind AS

will be considered as Ist April 2023.

3)

period, i.e. 31 march 2025 in above example.

Consistent Application of Ind AS

s) icabili p Companies

consolidated financial statements.

—RY/F A 5 1P
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CHAPTER: |

Q. Are fellow Subsidiaries also covered?
Walmart India Ltd (H)
v * v
Flipkart Ltd Best Price Shops Ltd
(ind As /fpl/cable) G (hdne
v ¥ unless company itself
Jabong Ltd (s)  Myntra Ltd (S) ¢ isted or has Net
v
Chain Subs. Ltd (S) Worth > 250 ¢r.)

10..2 Net Worth (Section 2 (57) of Companies Act,2013) : (as per audited Balance Sheet)
Q)

Accumulated

+P &L Cr.

Paid up + Reserves
Balance losses, deferred
share made out (P %Lor expenses and
of Profits balance miscellaneous

expenditure not
written off

\Capital .

«  Includes : ESC,PSC,GR, P&L (cr), ESOS Reserves, Capital Grants forming part of net worth
«  Excludes: Revaluation Reserve, Capital Reserve on Amalgamation, Write back of Depreciation

not before 31.03.14 / for NBEC — 31.03. 16)

Eg.

~_a) | AisanUnlisted Company

Net Worth:  31.03.14 = $50 Cr.
31.03.18 = 200 Cr.
31.03.16 = 150 Cr.

Is Ind AS Applies on A from 01.04.167

Ans: | Yes applicable from 01.04.16

b) | What if in above case company was NBFC?

-

Fixed Asset Z 100 ¢r. (crore)
Carrying Amount X 40 Cr.
Sold for Z 1o cr.
Profit on Sales % 70¢r.

3 /XX I



INTRODUCTION

G | (a) P&L 70 Cr.

k

3 | (Hence Full 70 (b) PaL 0 cr. (c) Cap. Res. 70 cr. (d) Any
o~ Cap. Res. 10 Cr. of these
S’ | Added to Reserves)

ans: | (a)

3 !! EIJ !! ! ! ! ! ! “gs” “! !!s”! !ES?
! . ” !!: !! ES ’ “!S”

, w. G Gi)
- [XERCETYI  vstedorto belisted Gepplication |y g o bebt or Equity
ed ror listing but listing is pending on outside India (i.e. Debentures or

Recognised stock exchange) Egquity Shares)

Excludes: ¢ ies listed on SME & ITP without Initial Public offer. (ITP-
tutional TradinePlatf ) or’s Growth Platform)

- Companies not to be considered as listed companies (Companies Amendments-2021)

as per Rule 2A of Companies (Specification of Definition) Rules, 2014

(a) | Public companies which have not listed their equity shares on a recognized stock exchange

but have listed their -

(i) non-convertible debt securities issued on private placement basis in terms of SEBI

Regulations, 2008, or

(ii) non-convertible redeemable preference shares issued on private placement basis in
terms of SEBI Regulations, 2013; or

(b) | Private companies which have listed their non-convertible debt securities on private

placement basis on a recognized stock exchange in terms of SEBI Regulations, 2008,

(c) | Public companies which have not listed their equity shares on a recognized stock exchange

but whose equity shares are listed on a stock exchange in a jurisdiction as specified in

section 23 (3) of the Act.
Holding/subsidiary/IV/Associates (As per Companies Act, 2013)

Holding idi Joint Venture Associates

Parent Company Controlled by l 2 or More Companies
(¢control over a Parent + Companies > 20%

Subsidiary) Company + Contractu- Voting power

(includes Body Body Corporate ally agree to Cusually)
share control

V.IMP: #/S/V/A or Listing are to be checked during the year (i.e. First date of F.Y. until
end of F.Y.), unlike Net worth that is to be checked on last day of preceeding F.Y.

A5 1P
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CHAPTER: |

a Eg. 31.03.15 H had Subsidiary S, which was covered under Ind AS from 01.04.2017 thru
Net worth Criteria. On 31.03.16, # Sold its Investment in S therefore H need not follow

Ind AS as S is no more H’s Subsidiary.

10..8 mp. Note: Ind AS once applicable are applicable forever. (no EX om Ind A

£

10.1.6 Date ¢ ansition: Beqinning of P om when Ind AS adopted.(cannot be changea

(company has to restate comparatives as per Ind AS)

Liabilities: PSC v v v
Dividend Payable X X X
\ |

10.2  NBFC’s: As per:

7~ RBI - Section 45 I(f) Companies (Ind AS) Rules, 2015
Income > S0% from ~ NBFC INCLUDES:
F/nanC/al Nature Income, and  Core Investement Company, Companies that are
7 Assets > S0% assets being  Housing Finance companies, Marchant Banking
Financial Assets Companies, Micro Finance, Mutual Benefit, Venture

| _ | Capital Fund, Securitisation & Reconstruction,

;ertago — 7’% ojfusiness ~ Mortgage Guarantee, Pension Funds, Asset Mgt
AL el AR Company, Stock Brokers or Sub-Brokers, Chit Fund

like MFs, VCFs, Nidhi Co., Chit 1/ it com pany

; ‘g”d Co., Stock Brokers etc by | ygrc a5 per RBI, section 45-1 (B) of RBI Act, 1934

m (i) Banking Company: Banking Company as per ) [ Presently cannot apply Ind )
Banking Requlation Act, 1949 AS but may prepare Ind AS
ﬂummm@mpmwmmmw_F compliant FS to faciliate
registered under Insurance Act, 1934 ) consilidation, if required.

10.4 Mutual Funds

to be prepared as per Ind AS.

EB| also i | civcul b A t of FS of MF scl | AS

applicable from 1.4.2023
CA FINAL - FINANCIAL REPORTING I .




INTRODUCTION

1.

IND AS RELEVANT STATUTORY PROVISIONS

BN

in the offer document

~ BJFAs 1,
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CHAPTER: |

For a company filling offer document between Ist April 202 to 3Ist March 2022,

the financial statements of latest financial year, second latest financial year |
and third latest financial year shall be as per Ind AS.

(Refer Chapter on Schedule 111)

13. | Carve Infouts:
Are Ind AS 100% as per IFRS?

No, there are differences that can be categorised in 3 parts

I. Terminology Changes _ :

e _ e Differences not leading to carve- outs
2. Restriction of Options given in IFRS
3. Conceptually different from IFRS-
- 4. Addons in Ins As -

<« N /
If you want to live a happy

life, tie it to a goal, not to [

/ people or things.”
|

- Albert Einstein\
)

FAS] 15
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Professional and Ethical Duty of a CA /

PROFESSIONAL AND ETHICAL DUTY OF A

CHARTERED ACCOUNTANT

What are ethics?

Ethical Principles in Financial Reporting (Derived from I1ESBA Code of Ethics)

What is professional or other misconduct for a CA?

Part | Complying with the Code, Fundamental Principles and Conceptual Framework

1 - Y
| ) | (2] 3
Complying With The Code The Fundamental Principles The Conceptual Framework
CA has responsibility towards | > When in Conflict? Exercise of || Reasonable and
al not just client but also toward o Professional || Informed third
public interest > Fundamental ’|° rinciples Judgment party
[ T T | |
~ A Chartere?d Accountant shall a b c d 2
| comply with the Code [ 2 . e *, ¥
‘ ; Integrity Professional competence Professional
Comply with L&R L — e e | Behaviour

Objectivity Confidentiality

Chartered Accountants in Service

Conflicts of Interest Preparation and presentation of
Three step approach to dealing with conflict of Interest Y, IV)‘fOVW)C‘ItIO}") -
i X i | A. Use of Discretion in Preparing or
|. STEP Conflict Identification Presenting Information
2. STEP Threats created by Conflict of Interest || B. Relying on the Work of Others
3. STEP Disclosure and Consent | C. Addressing Information that is

or Might be Misleading

Acting With Sufficient Expertise |

Financial Interests, Compensation and Incentives Linked to financial reporting and decision making I—

Inducements, including gifts and hospitality |- Immediate or Close Family Members |

&Respona’ing to non-compliance with laws and requlations in case of employment with listed entities

Y Y
’ Responsibilities of All 2 Responsibilities of Senior Chartered
Chartered Accountants Accountants in Service

o o o

Addressing the | Determining whether | Seeking | Determining Whether to Respongities of ———
Matter fuythey actjoy) /.S needed Aa’vice D/‘SClose the Matter to an CAs Othei’ thal/)

Appropriate Authority Senior CAs
w Pressure to breach the fundamental principles ;leessure related to conflicts of interest |

qOANIF.A .S T / CA Final-Financial Reporting: By CA. Sarthak Jain
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\ Professional and Ethical Duty of a CA

| WHAT ARE ETHICS?

“Ethics are a set of moral principles:

duty and obligation.”

-Merriam-Webster Dictionary.

Conceptual framework to be

Fundamental principles of ethics for

applied by a CA in order to identi-

CAs, reflecting

(a) The recognition and responsibility of fy, evaluate and address threats to |

the profession in public interest, and compliance with the fundamental

(b) establish the standard of behavior principles.

expected of a CA.

WHAT 1S PROFESSIONAL OR OTHER MISCONDUCT FOR A CA?

Get the Best of Ind AS By CA. ST / FAST M

first attempt suc 1to




Professional and Ethical Duty of a CA /

Defined in Part I, 11 ; .
\ Outlined in Part IV of the
and 111 of the First .
‘ First Schedule and Part 111 of
Schedule; and Part | " J Schedu]
and 1l of the Second the Second Schedule.
Schedule. These rules give the
Council the authority
Members, whether to investigate any -
in practice or ‘ F——> B isconduct by a member,
service, must > even if it is unrelated to
adhere to these their professional work.
provisions. I
This is crucial because a CA is
Violation leads to held to the highest standards
professional of integrity not only in their
misconduct. professional life but also in their
personal affairs.

Complying With The Code, Fundamental Principles And

Conceptual Framework

COMPLYING WITH THE CODE

[ CA has responsibility towards not just client but also toward public interest |

 distinouishi i of 1 Cossion s i 1)
responsibility to act in the public interest.

é[ A Chartered Accountant shall comply with the Code ]

304 / CA Final-Financial Reporting: By CA. Sarthak Jain
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\ Professional and Ethical Duty of a CA

ﬁ Comply with LE&R )
Ouvy

unless prohibited by law or requlation.

THE FUNDAMENTAL PRINCIPLES

2

Integrity: to be straight forward and honest in all professional and

business relationships.

Objectivity: not to compromise professional or business judgments
because of bias, conflict of interest or undue influence of others.

Professional Competence and Due Care: to-

(1) attain and maintain professional knowledge and skill at the level

required to ensure that a client or employing organization receives

competent professional service, based on current technical and

professional standards and relevant legislation; and
(ii) act diligently and in accordance with applicable technical and

professional standards.

Confidentiality: to respect the confidentiality of information acquired as

a result of professional and business relationships.

Professional Behaviour: to comply with relevant laws and requlations

and avoid any conduct that the Chartered Accountant knows or should

know might discredit the profession.

é[ When in Conflict? ]

Others within the firm or employing organization.

Those charged with governance.

Institute

4 ¢ 0 8

Legal counsel.

Get the Best of Ind AS By CA. ST / FAST M
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Professional and Ethical Duty of a CA /

[ Fundamental Principles )

€ objectivity

Judgment because of bias, conflict of interest or undue influence of others.

m Recorded sale of land

- X Ltd. is a listed company pays bonus to directors & KMP as a percentage of N.P.
Company entered into sale of land with repurchase option at premium. Mr. A, CFO of

the company who is a CA, recorded sale of land and booked profit over it despite this

being a violation of Ind AS 118, because it is merely sale & purchase back transaction

(treated as financing arrangement).

In this case CFO has compromised:-

Professional Competence | If Mr. A is not aware of Ind AS 1S treatment

As he accounted transaction as a sale & not a loan,

Integrit
9ty if his object was to improve profitability.

As he putted his own & directors interest before

Objectivity company & stakeholders, if his intention was to
increase bonus.

Professional competence and due care

306
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