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Following is a snapshot of audited balance sheet of company A as on 31st March 2014. ST
[&] Company A’s equity shares are listed on Bombay Stock Exchange since 2010 Cle Y (Fay
;| Liabilities Tincrores | Assets in crores Uske

—

160 | Fixed Assets 455

200 | Investments 200

_—

Equity Share Capital

Securities Premium

—+
—+
General Reserve &+ 150 | Current Assets - 50
Revaluation Reserve (’)@ 40 | Miscellaneous Expenditure not written off >80
X / Profit and Loss A/c + 75
& oD | Liabilities — 160 L

J
ﬁ{g oF Total 185 | Total 185
lb n - As per roadmap, which Phase company A fall into?
n
' P\% e  Willyour answer change if Company A is an unlisted company?
s.

An
Calculation of Net Worth:
Particulars Tin crores
Equity Share Capital _— 160
Securities Premium " 200
General Reserve ~ 150
Profit and Loss A/c -~ 15
Miscellaneous Expenditure not written off ._—(80)
Net Worth as per Section 2(57) of The Companies Act, 2013 505 )

Note - Revaluation Reserve would not be included in the calculation of net worth as per definition
mentioned in section 2(57) of The Companies Act, 2013

The company is a listed company and it does meet the net worth threshold of ¥ 500 Crores. Hence it
would be covered under phase I. Hence Ind AS would be applicable to the company for accounting
periods beginning on or after 1st April 2016.

Even if Company A is an unlisted company as company A’s net worth is more than_500 Crores, it would
be covered underP Of the road map and hence Ind AS would be applicable for the accounting

periods beginni er 1st April 2016.
S —

m Let's say in SM 1, the balance of profit and loss account is negative ¥ 375 crores. When Ind AS should be
applicable to Company A? Will you answer change if Company A is an unlisted company?

+Fi[] If the balance of Profit and Loss A/c is negative 375 Crores, the net worth as per section 2(57) of The

3% Companies Act, 2013 would be Z 55 Crores (Equity share capital ¥ 160 Cr + Securities Premium ¥ 200 Cr +
General Reserve ¥ 150 Cr — Debit balance of P&L %375 Cr — Miscellaneous expenditure not written off ¥
* 80 Cr). Hence, it does not meet the criteria as mentioned in Phase |
i.e. Listed company or Net worth of ¥ 500 Cr or more.
However, as Company A is a listed company, it will irrespective be covered under Phase Il as the first
criteria of phase Il states “companies whose equity or debt securities are listed or are in the process of
being listed on any stock exchange in India or outside India and having net worth of less than rupees five
hundred crore”. Hence, Ind AS would be applicable to Company A for the accounting periods beginning
on or after 1st April 2017. R
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If Company A is an unlisted company, Ind AS would not be applicable until it breaches the net worth
criteria mentioned in the roadmap

[+ 4 \6
m The net worth of Company B (an unlisted company) was T 600 crores as on 31st March 2014. However
due to losses incurred in FY_14-15, the net worth of the company was ¥ 400 Crores as on 31st March

2015. From when company B shall apply Ind AS? 0\
Ans
!Pi-;_ Here the company’s net worth as on cut-off date was greater than ¥ 500 crores, which suggests that it
l.. .:J. R

-',:_r-*--!, should be covered under phase | of the roadmap. A question may however arise in mind that since, the
,rﬁ ¥ net worth as on immediately preceding year-end was ¥ 400 crores, would the company be covered under
phase Il of the roadmap?
“It may be noted that the net worth shall be calculated in accordance with the stand-alone financial
statements of the company as on 31st March, 2014. Accordingly, if the net worth threshold criteria for a
company are once met, then it shall be required to comply with Ind AS, irrespective of the fact that as on
later date its net worth falls below the criteria specified.”
In view of the above, the Company B will be required to follow Ind AS for accounting periods beginning
on or after 1st April 2016
Nk
m The net worth of Company C (an unlisted company) was ¥ 400 crores as on 31st March 2014. However,
the net worth of the company was X 600 Crores as on 31st March 2015. From when company B shall apply

Ind AS? L VR S

Ans.
El Similar issue has been encountered in ITFG Bulletin 1, Issue 1 which gives reference to clause 2b of the
i ""‘.,1' notification wherein it is stated that:
A% “For companies which are not in existence on 31st March, 2014 or an existing company falling under any
of thresholds specified in sub-rule (1) for the first time after 31st March, 2014, the net worth shall be
calculated on the basis of the first audited financial statements ending after that date in respect of
which it meets the thresholds specified in sub-rule (1)”
Hence, any company that meets the thresholds as specified in the Companies (Indian Accounting
Standards) Rules, 2015 in a particular financial year, Ind AS will become applicable to such company in
immediately next financial year. Hence, in the present case, Company C is covered by Phase | of the
roadmap and accordingly, Ind AS will be applicable to Company C for accounting periods beginning on or
after 1st April 2016

i bl y

D
Company-£ is the parent company of group &. Company A is an unlisted company having net worth of 60
crores as on 31st March 2014. Following are the other companies of the group. -
i T
Name of the company| Relationship Net worth as on 31st March 2014
Company B (Unlisted) | Subsidiary of Company A %600 Crore Pavet A
g— — —————————? 0
Company C (Unlisted) | Subsidiary of Company B ¥ 150 Crore /)( Wn , © y

Whether Ind AS be applicable to companies A,B and C? — J:—\

Ans. = - - @ Co-® N GBOO
Company A and C are unlisted and do not exceed the net worth criteria. However, the net lNOI'th of
Company B exceeds % 500 Crore hence it would be covered under Phase | of the roadmap. Co,vc_. New 1D .
As Ind AS be applicable to Company B, the parent company of Company B i.e. Company A and subsidiary \i‘?
of Company B i.e. Company C would also get covered under Ind AS irrespective of net worth criteria. —
Hence Ind AS would be applicable to all three companies i.e. Company A, B and C 56".“ G-201(.
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m Following is the structure of Company D

[ Company D ]

— Therddore Pavet D &
- Qubs F 2
[ Company E =) [ Company H } Acg G oo
(Sub5|d|¢|3ry of D) (Subsidiary of D) 40()3“0‘0 Tnd A wi-%— QT

i ¥ v e
T £s So
~ Company F Company G Company | > HowwRsst r \‘{c%- Lok %
(Subsidiary of E) (Associate of _E) (Subsidiary of H) hOC';' :24 n \‘:;Qd‘ m&q:?

' | unepns v C
g&}b All the companies in above structure are unlisted companies and the net wor?h of company E is ¥ 300 g ot 4,

Crores and net worth of all the other companies is below T 250 crores. Jo which company would Ind AS
be applicable? o) |5 Howtev HE) vt howe
Ans. - (ng—\ = b Pvepaw allernak £5
as PUr \ndAS Fo ofted Wiade.
As mentioned in the Companies (Indian Accounting Standards) Rules, 2015, if Ind AS is applicable to acw‘b S
company, it would also be applicable to its Holding Company, subsidiafy company, associate company ’
and Joint Venture. Parest D a0 perTnad®
As the turnover of company E is above ¥ 250 crores, it would be covered under Phase Il of the roadmap. a0 D
Hence, its subsidiary (Company F), associate (Company G) and Holding (Company D) would also be
covered under Ind AS with effect from 1st April 2017. Caved uundev Td i3
With respect to other companies of the group, following guidance is given in ITFG clarification bulletin
15, Issue 10: “It may be noted that Ind AS applies to holding, subsidiary, joint venture and associate
companies of the companies which meet the net worth/listing criteria. This requirement does not extend
to another fellow subsidiary of a holding company which is required to adopt Ind AS because of its
holding company relationship with a subsidiary meeting the net worth/listing criteria. Holding company
will be required to prepare separate and consolidated financial statements mandatorily under Ind AS, if
one of its subsidiaries meets the specified criteria and therefore, such subsidiaries may be required by
the holding company to furnish financial statements as per Ind AS for the purpose of preparing Holding
company'’s consolidated Ind AS financial statements. Such fellow subsidiaries may, however, voluntarily
opt to prepare their financial statements as per Ind AS.”
Hence the other companies of the group i.e. Company H and Company | would not be covered under Ind
AS. However, as mentioned in ITFG, Company H and | would be required to prepare its financial
, statements under Ind AS so as to facilitate Company D for preparation of its consolidated financial
% < statements. Hence, though statutorily Company H and | may continue to prepare its financial statements

n
‘b

W under AS, but it will also have to converge to Ind AS. Moreover, they may also opt to voluntarily adopt

M Ind AS and prepare its statutory accounts under Ind AS too.

Ik AS NP Fotiow Tn Tedn
/Qa“dod 5f \aw)
ABC Inc., incorporated in a foreign counfry has a net worth“oF % 700 Crores. It has two subsidiaries
T E] Company X whose net worth as on 31st March 2014 is T 600 Crores and Company Y whose net worth is ¥
iy 150 Crores. Whether Company X and Y would be required to follow Ind AS from accounting periods

o \ ¥. commencing on or after 1st April 2016 on the_b_gsis of their own n orth or on the basis of the net
g worth of ABC Inc.?
. Ans. Indd AL N~A T FO A5G Bad 00 AT A NW as

@ " Mence :
A\ BC &ﬂgSimilar issue has been dealt in ITFG Clarification Bulletin 2, Issue 2. ITFG noted that as per Rule 4(1)(ii)(a)d€Cl&'m

of the Companies (Indian Accounting Standards) Rules, 2015, Company X having net worth of ¥ 600

Y_J P_l crores at the end of the financial year 2015-16, would be required to prepare its financial statements for Qppm
the accounting periods commencing from 1st April, 2016, as per the Companies (Indian Accounting

x .gl Standards) Rules, 2015. While Company Y Ltd. having net worth of ¥ 150 crores in the year 2015'16'?3:8

690 '£0 A tofol (0w Qudialn - be
\'/ﬁl\ | L MV FR Striker — Question Bank by CA SJ / 3 ’ 'fQ/‘uq
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would be required to prepare its financial statements as per the Companies (Accounting Standards)
Rules, 2006.

Since, the foreign company ABC Inc., is not a company incorporated under the Companies Act, 2013 or
the earlier Companies Act, 1956, it is not required to prepare its financial statements as per the
Companies (Indian Accounting Standards) Rules, 2015. As the foreign company is not required to prepare
financial statements based on Ind AS; the net worth of foreign company ABC would not be the basis For
deciding whether Indian Subsidiary Company X Ltd. and Company Y Ltd. are required to prepare financial
statements based on Ind AS

A 1, (. 1,
m As per the roadmap, Ind AS is applicable to Eompany X from the financial year 2017-18. Company X (non-
- finance company) is a subsidiary of Company Y (NBFC). Company Y is an unlisted NBFC company having
net worth of ¥ 400 crores. What will be the date of applicability of Ind AS for company X and company Y?
If Ind AS applicability date for parent NBFC is different from the applicability date of corporate
subsidiary, then, how will the consolidated financial statements of parent NBFC be prepared?

ce with the roadmap, it may be noted that NBFCs having net worth of less than 500 crore
shall apply Ind AS from 1 April, 2019 onwards. Further, the holding, subsidiary, joint venture or associate
company of such an NBFC other than those covered by corporate roadmap shall also apply Ind AS from 1
April, 2019.
- (nok' N BFAccordingly, in the given case, Company Y (NBFC) shall apply Ind AS for the financial year beginning 1
(W abj)April, 2019 with comparative for the period ended 31 March, 2019 . Company X shall apply Ind AS in its
(a statutory individual financial statements from financial year 2017-2018 (as per the corporate roadmap).
,Fo“““@ However, for the purpose of Consolidation by Company Y for financial years 2017-2018 and 2018-2019,
\“d% .}Company X shall also prepare its individual financial statements as per AS. -t L1g-19 G X
A\ lMdPE— co LW 9 - Co'% \W|? Rewa 4o prowtda allernde
APPLICABILITY OF IND AS TO AN INDIAN SUBSIDIARY OF A FOREIGN COMPANY AND TO FELLOw 1
SUBSIDIARY Bagte]

Company X Ltd. and Company Y Ltd. registered in India having net worth of ¥ 600 crores and 100 crores £s
respectively are subsidiaries of a Foreign Company viz., ABC Inc., which has net worth of more than Rs.

500 crores as on 31 March 2021. Whether Company X Ltd. and Y Ltd. are required to comply with Ind AS

from financial year 2021-22 on the basis of net worth of the parent Foreign Company or on the basis of
their own net worth?

As per Rule 4(1)(ii)(a) of the Companies (Indian Accounting Standards) Rules, 2015, Company X having
net worth of Rs.600 crores in the end of year 2020-21, would be required to prepare its financial
statements for the accounting periods commencing from 1%April, 2021, as per the Companies (Indian
Accounting Standards) Rules, 2015.

Company Y Ltd. having net worth of Rs.100 crores in the year 2020-21, would be required to prepare its
financial statements as per the Companies (Accounting Standards) Rules, 2006.

Since, the Foreign company ABC Inc., is not a company incorporated under the Companies Act, 2013 or
the earlier Companies Act, 1956, it is not required to prepare its financial statements as per the
Companies (Indian Accounting Standards) Rules, 2015. As the foreign company is not required to prepare
financial statements based on Ind AS, the net worth of foreign company ABC would not be the basis for
deciding whether Indian Subsidiary Company X Ltd. and Company Y Ltd. are required to prepare financial
statements based on Ind AS.

FAST Ans: X: Yes, Y : No.

' 4 / Get the Best of FR By CA. Sarthak Niraj Jain




Introduction to Indian Accounting Standards ’

FAasT]
(o[l APPLICABILITY - CIC

- Company A is a Core Investment Company (CIC) having net worth of more than 500 crore as on March
#x= 31, 2016. During the year 2016-17, the Reserve Bank of India (RBI) had exempted Company A from
certain requlations/directions governing CIC in India.

purpose of applicability of Ind AS?

Rule 2(g) of Companies (Indian Accounting Standards) Rules, 2015, read with Companies (Indian
Accounting Standards) (Amendment) Rules, 2016, states as follows:

“(g) “Non-banking Financial Company” means a Non-Banking Financial Company as defined in clause (f) of
section 45-1 of the Reserve Bank of India Act, 1934 and includes Housing Finance Companies, Merchant
Banking Companies, Micro Finance Companies, Mutual Benefit Companies, Venture Capital Fund
Companies, Stock Broker or Sub-broker Companies, Nidhi Companies and Chit Companies, Securitisation
and Reconstruction Companies, Mortgage Guarantee Companies, Pension Fund Companies, Asset
Management Companies and Core Investment Companies.”

It may be noted from above, that core investment companies are specifically included in the definition of
NBFC. Accordingly, exempted CIC will be regarded as ‘NBFC’ for the purpose of roadmap for
implementation of Ind AS irrespective of the fact that RBI may have given some exemptions to certain
class of core investment companies from its regulations.

Further, as per rule 4 of Companies (Indian Accounting Standards) Rules, 2015, read with the Companies
(Indian Accounting Standards) (Amendment) Rules, 2016, NBFCs having net worth of more than 500
crore shall comply with Ind AS for accounting periods beginning on or after the 1st April, 2018, with
comparatives for the periods ending on 31st March, 2018.

In view of the above, in the given case, Company A will be required to apply Ind AS from the financial
year 2018-19. It may further be noted that it cannot voluntarily adopt Ind AS before 1st April 2018.

FAST Ans: Yes applicable

APPLICABILITY : ACQUISITION OF ASSOCIATE DURING THE YEAR

Company X, on a standalone basis, has a net worth of above Rs. 500 crore and hence required to comply
with Ind AS from financial year 2016-17. Company Y (listed entity), on a standalone basis, has net worth
of above INR 250 crore but below Rs. 500 crore and therefore required to comply with Ind AS from
financial year 2017-18.."

Co- X 1nd AL LGl &GN Indfs SN-(0.0p @ ir
Company X acquires shares of Company Y resulting in Company Y becoming an associate of Company X beﬂ’“@
on October 31, 2016, but before approval of the results for the ter ended September 2016. amel-

(@) Whether Company Y will be required to comply with Ind AS from financial year 2016-17 or it will %
comply from financial year 2017-18? Co.

(b) If the response_is that compliance is from the financial year 2016-17, would the financial results of
Company Y for the quarter ended September 30, 2016 be prepared in accordance with Ind AS?

Ans. - . WNo c'r\ka 4DM%J-Q.CJ 16 0w

Rule 4(1)(ii) of Companies (Indian Accounting Standards) Rules, 2015, states as under!

(ii) the Ffollowing companies shall comply with the Indian Accounting Standards (Ind AS) for the

accounting periods beginning on or after 1st April, 2016, with the comparatives for the periods ending

on 31st March, 2016, or thereafter, namely:-

(a) companies whose equity or debt securities are listed or are in the process of being listed on any
stock exchange in India or outside India and having net worth of rupees five hundred crore or
more;

FR Striker - Question Bank by CA SJ / 5 ’
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(b) companies other than those covered by sub-clause (a) of clause (ii) of sub-rule (1) and having net
worth of rupees five hundred crore or more;

(c) holding, subsidiary, joint venture or associate companies of companies covered by subclause (a)
of clause (ii) of sub-rule (1) and sub-clause (b) of clause (ii) of sub- rule (1) as the case may be;
and”.

In accordance with the above, it may be noted that holding, subsidiary, joint venture, associate

companies of companies falling under any of the thresholds specified in Rule 4(1)(ii) are required to

comply with Ind AS from financial year 2016-17 or 2017-18, as the case may be.

In the given case, Company X is required to adopt Ind AS from financial year 2016-17, since net worth of
Company X is more than INR 500 crore. Company X has acquired shares of Company Y resulting in
Company Y becoming an associate of Company X during the financial year 2016-17. Accordingly,
Company Y will prepare Ind AS financial statements for the year ending March 31, 2017.

As far as the quarterly results are concerned, since, Company Y has become an associate as on October
31, 2016, Company Y will prepare Ind AS financial statements from the quarter ending December 2016
onwards.

FAST Ans:
L(a) Yes applicable on Y from 16-1])
[IB) Yes Interim Financial Statements to be as per Ind AS from Dec 2016 guarteﬂ

(o5 VN APPLICABILITY : ACQUISITION OF HOLDING DURING THE YEAR

Ans.

Company X (Listed entity) has a net worth of above INR 500 crore and hence required to comply with Ind
AS from financial year 2016-17. Company Y (Unlisted entity), on a standalone basis, has net worth below
INR 250 crore and hence it is not required to comply with Ind AS. Company Y acquires shares of Company
X during financial year 2016-17, whereby Company Y becomes the holding company of Company X..

co— —_— —————

Whether Company Y will be required to comply with Ind AS from financial year 2016-17, given that it has
now become a holding company of Company X during FY 2016-17? ‘\.{@\)
T ———— \w\/‘

Rule 4(1)(ii) of Companies (Indian Accounting Standards) Rules, 2015, states as under:

(ii) the Following companies shall comply with the Indian Accounting Standards (Ind AS) for the
accounting periods beginning on or after 1st April, 2016, with the comparatives for the periods ending
on 31st March, 2016, or thereafter, namely:-

(a) companies whose equity or debt securities are listed or are in the process of being listed on any
stock exchange in India or outside India and having net worth of rupees five hundred crore or
more;

(b) companies other than those covered by sub-clause (a) of clause (ii) of sub-rule (1) and having net
worth of rupees five hundred crore or more;

(c) holding, subsidiary, joint venture or associate companies of companies covered by sub clause (a)
of clause (ii) of sub-rule (1) and sub-clause (b) of clause (ii) of sub- rule (1) as the case may be;
and”.

In accordance with the above, it may be noted that holding, subsidiary, joint venture, associate
companies of companies falling under any of threshold specified Rule 4(1)(ii) are required to comply with
Ind AS from financial year 2016-17 or 2017-18, as the case may be.

In the given case, Company X is required to adopt Ind AS from financial year 2016-17,since net worth of
Company X is more than INR 500 crore. Company Y has acquired shares of Company X resulting in
Company Y becoming holding company of Company X during the financial year 2016-17. Accordingly,
Company Y will prepare Ind AS financial statements for the year ending March 31, 2017.

FAST Ans: Applies to holding Company, Y also from 16-17
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APPLICABILITY - UNLISTING OF COMPANY ond? %qrm ‘,,N A Assume NN caniow

Gein~

As on March 31, 2014)Company A is a listed company and has a net worth of 50 crore\ As on March 31, ‘o b{mf
g Sa

2016, the company is no more a listed company. Whether | Company A is required to comply with Ind A
from financial year 2016-17. L eeww Vb b Ugked = 20 Lnd B2 NH -

“(iii) the following companies shall comply with the Indian Accounting Standards (Ind AS) for the
accounting periods beginning on or after 1st April, 2017, with the comparatives for the periods ending

" on31st March, 2017, or thereafter, namely:-

(a) companies whose equity or debt securities are listed or are in the process of being listed on any
stock exchange in India or outside India and having net worth of less than rupees five hundred
crore;

(b) companies other than those covered in clause (ii) of sub- rule (1) and subclause (a) of clause (iii)

of sub-rule (1), that is, unlisted companies having net worth of rupees two hundred and Fifty
crore or more but less than rupees five hundred crore.

(c) holding, subsidiary, joint venture or associate companies of companies covered under sub-clause
(a) of clause (iii) of sub- rule (1) and sub-clause (b) of clause (iii) of sub- rule (1), as the case may
be".

Further, Rule 4(2) of the Companies (Indian Accounting Standards) Rules, 2015, states as under:

“(2) For the purposes of calculation of net worth of companies under sub-rule (1), the following
principles shall apply, namely:-

(a) the net worth shall be calculated in accordance with the stand-alone financial statements of the
company as on 31st March, 2014 or the first audited financial statements for accounting period
which ends after that date;

(b) for companies which are not in existence on 31st March, 2014 or an existing company falling
under any of thresholds specified in sub-rule (1) for the first time after 31st March, 2014, the net
worth shall be calculated on the basis of the first audited financial statements ending after that
date in respect of which it meets the thresholds specified in sub-rule (1).

Explanation.- For the purposes of sub-clause (b), the companies meeting the specified thresholds given

in sub-rule (1) for the first time at the end of an accounting year shall apply Indian Accounting Standards

(Ind AS) from the immediate next accounting year in the manner specified in sub-rule (1).”

FAST Ans: In view of the above requirements, it may be noted that immediately before the mandatory
applicability date, if the thresheld criteria for a company are not met, then it shall not be required to
comply with Ind AS. U sbin

In the given case, before the mandatory applicable date (i.e 2017-18), Company A ceases to be a listed
company. Accordingly, it will not be required to apply Ind AS from FY 2017-18.

APPLICABILITY - NEGATIVE NET WORTH
Will the Following companies with negative net worth need to comply with Ind AS?

(a) Company A (llsted) having negative net worth of ¥ 600 crore. W Lkd Nw <o-\w'3 ﬁt&h‘;

A-
UnAiswetd,

Rule 4(1)(ii) and Rule 4(1)(iii) of Companies (Indian Accounting Standards) Rules, 2015, state as follows: Nw&as®

(b) Company B (unllsted) having negatlve net worth of ¥300 crore) u\,..lu\-(d NWE o ~ .

(i) the following companies shall comply with the Indian Accounting Standards (Ind AS) for the
accounting periods beginning on or after 1st April, 2016, with the comparatives for the periods
ending on 31st March, 2016, or thereafter, namely:-
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(a) companies whose equity or debt securities are listed or are in the process of being listed
on any stock exchange in India or outside India and having net worth of rupees five
hundred crore or more;

(b) companies other than those covered by sub-clause (a) of clause (ii) of subrule (1) and
having net worth of rupees five hundred crore or more;

(c) holding, subsidiary, joint venture or associate companies of companies covered by sub-
clause (a) of clause (ii) of sub-rule (1) and sub-clause (b) of clause (ii) of sub- rule (1) as the
case may be; and”.

(ii) the following companies shall comply with the Indian Accounting Standards (Ind AS) for the
accounting periods beginning on or after 1st April, 2017, with the comparatives for the periods
ending on 31st March, 2017, or thereafter, namely:-

(a) companies whose equity or debt securities are listed or are in the process of being listed
on any stock exchange in India or outside India and having net worth of less than rupees
five hundred crore;

(b) companies other than those covered in clause (ii) of sub- rule (1) and subclause (a) of
clause (iii) of sub-rule (1), that is, unlisted companies having net worth of rupees two
hundred and fifty crore or more but less than rupees five hundred crore.

(c) holding, subsidiary, joint venture or associate companies of companies covered under
sub-clause (a) of clause (iii) of sub- rule (1) and sub-clause (b) of clause (iii) of sub- rule (1),
as the case may be:

In accordance with above provisions, it is clear that Ind AS will be applicable to companies (both listed
and unlisted) from financial year 2016-17, if net worth is Rs. 500 crore or more. Therefore, if the net
worth of the listed or unlisted company is negative, then Ind AS will not be applicable from F.Y. 2016-17.
Accordingly, Ind AS will not be applicable to Company A (listed) and Company B (unlisted) from F.Y. 2016-
17.

However, as per the roadmap, Ind AS will be applicable from financial year 2017-18 to all listed
companies having net worth less Rs. 500 crore and unlisted companies having net worth Rs. 250 crore or
more but less than rupees 500 core. Accordingly, Ind AS will be applicable to Company A (listed) from F.Y.
2017-18, whereas Ind AS will not be applicable to Company B (unlisted) unless net worth criteria being
met by Company B subsequently or Ind AS becoming applicable as part of the Group (e.g. holding of
Company B is covered under Ind AS) or Company B voluntarily decides to apply Ind AS.

FAST Ans: Company A :From 2017 - 18 since listed company

Company B :No.

(o % LA APPLICABILITY : PARTNERSHIP FIRMS

A Ltd. is a first-time adopter of Ind AS. It had incorporated a partnership firm with B Ltd. namely, M/s
e A&B Associates. Whether Ind AS will be applicable to M/s A & B Associates by virtue of the fact that Ind
ASTs applicable to A Ltd?

= Also clarify, whether Ind AS will be applicable to non-corporate entities?
-_’_/

The applicability of Ind AS has been specified for classes of companies specified in Rule 4 of Companies
(Indian Accounting Standards) Rules, 2015. Indian Accounting Standards notified under the Companies
(Indian Accounting Standards) Rules, 2015, are applicable for the corporates only. Non- corporates are
required to follow the accounting standards issued by the Institute of Chartered Accountants of India..
They cannot be applied by non-corporate entities even voluntarily.

However, in case, a relevant regulator specifically provides for implementation of Ind AS, the non-
corporate entities shall apply Ind AS, for example, SEBI has mandated implementation of Ind AS for
Infrastructure Investment Trusts (InvITs) and Real Estate Investment Trusts (REITs). Similarly, if Central
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Government notifies certain body corporate under clause (1)(4)(f) of Companies Act, 2013, such entities
will be required to apply Ind AS. For other non-company entities, Accounting Standards issued by the
ICAI shall be applicable and there will be no option to follow Ind AS to such entities.

Accordingly, in the given case, Ind AS is not applicable to partnership firms. However, for the purpose of
consolidation, the partnership firm will be required to provide financial statements data prepared as per
Ind AS to A Ltd provided the partnership qualifies as a subsidiary/joint venture/associate of A Ltd.

FAST Ans: Not Applicable to Partnership Firms

(a2 APPLICABILITY : FOREIGN BRANCH

Ans.

ABC & Company incorporated in US with limited liability, has established a branch office in India, with the
permission of the Reserve Bank of India (RBI), to provide consultancy services in India. The branch office
remits the amounts earned by it to ABC & Company (i.e. Head office) net of applicable Indian taxes and
suB]_eT_t_to RBI guidelines. —

As on April 1, 2016, it has more than 500 crore balance as “Head office account”.

Whether the India branch office of ABC Company will be required to comply with Ind AS? No &) pfécp‘%
—/- —————— — — .
p— — s neta Co-

As per the roadmap issued by the MCA, “company” as defined in clause (20) of section 2 of the opplicsid
Companies Act, 2013 is required to comply with Ind AS. Section 2(20) of the Act defines comgang as Y

follows:
“company” means a company incorporated under this Act or under any previous company law; not o

The branch office of a Foreign company established in India is not incorporated under the A ct. It is onﬁmm
an establishment of a foreign company in India. The Branch office is just an extension of the foreign
company in India. i‘\diu?d""-u‘f
Further, as per Rule 6 of the Companies (Indian Accounting Standards) Rules, 2015, “Indian company
which is a subsidiary, associate, joint venture and other similar entities of a foreign company shall
prepare its financial statements in accordance with the Indian Accounting Standards (Ind AS) if it meets

the criteria as specified in sub-rule (1).”

In accordance with the above, it may be noted that Branch office of a foreign company is not covered
under rule 6 as mentioned above. Accordingly, in the given case, the branch office of ABC & Company is
not required to comply with Ind AS.

FAST Ans: Branch office not covered under Ind AS

[ R¥ M ASSOCIATE - S.8 COMPANY TN

Company X Ltd. is being covered under Phase | of Ind AS and needs to apply Ind AS from financial year
2016-17. Company Y. which is an associate company of Company X Ltd. is a charitable organisation and

; registered under section 8 of the fompanles ACt, 2013,  —— U lb fd A app Ufo

. Whether Company Y is required to comply with Ind AS from financial year 2016-17?\, % o ND € K-ew.p’\'n-)

(Question on this concept was asked in CA Final New Course Exam Paper3 — Audit, Nov. 201 9).".,,3-
L-8. Coc - A WOuUst
Rule 4(1)(ii) of Companies (Indian Accounting Standards) Rules, 2015, states as under: ‘{\0{‘ Hpw lud

the following companies shall comply with the Indian Accounting Standards (Ind AS) for the accounting
periods beginning on or after 1st April, 2016, with the comparatives for the periods ending on 31st
March, 2016, or thereafter, namely:-

(a) companies whose equity or debt securities are listed or are in the process of being listed on any
stock exchange in India or outside India and having net worth of rupees five hundred crore or
more;

(b) companies other than those covered by sub-clause (a) of clause (ii) of sub-rule (1) and having net

worth of rupees five hundred crore or more;
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(c) holding, subsidiary, joint venture or associate companies of companies covered by sub-clause (a)
of clause (ii) of sub-rule (1) and sub-clause (b) of clause (ii) of sub- rule (1) as the case may be;
and”.

In accordance with the above, it may be noted that holding, subsidiary, joint venture, associate

companies of companies falling under any of the thresholds specified in Rule 4(1)(ii) are required to

comply with Ind AS from financial year 2016-17.

Further, it may be noted that the companies covered under Section 8 are required to comply the

provisions of the Companies Act, 2013, unless and until any exemption is provided. Section 8 companies

are not exempted from the requirements of section 133 and section 129 of the Companies Act, 2013.

In view of the above, in the given case, Company Y will be required to apply Ind AS from financial year
2016-17.

FAST Ans: Applicable for Company Y from 16-17

CYINE: AN APPLICABILITY

Fresh Vegetables Limited (FVL) was incorporated on 2™ April, 20X1 under the provisions of the
I Companles Act, 2013 to carry on the wholesale trading business in vegetables. As per the audited
¥, accounts of the financial year ended 31%t March, 20X7 approved in its annual general meeting held on
""H""ﬁ“ 31°t August, 20X7 its net worth, For the first time since incorporation, exceeded ¥ 250 crore. The financial
statements since inception till financial year ended 31t March, 20X6 were prepared in accordance with

j%c the Companies (Accounting Standards) Rules 2006. It has been advised that henceforth it should prepare

its Financial statements in accordance with the Companies (Indian Accounting Standards) Rules, 2015.
Lo)“\U( ?5 The following additional information is provided by the Company:

0,(& et VL has in the financial year 20X2-20X3 entered into a 60:40 partnership with Logistics Limited and
()‘\OQ b) incorporated a partnership firm 'Vegetable Logistics Associates' (VLA) to carry on the logistics
. Q)P'}’ business of vegetables from farm to market.

g
d" e FVL also has an associate company Social Welfare Limited (SWL) that was incorporated in July, 20X5
as a charitable organization and registered under section 8 of the Companies Act, 2013. Social
Welfare Limited has been the associate company of FVL since its incorporation.

Examine the applicability of Ind AS on VLA & SWL. [RTP-May-2022]
Ans.
Applicability of Ind AS in general:

e Currently Ind AS is applicable to the following companies except for companies other than banks
and Insurance Companies, on mandatory basis:

(@)  All companies which are listed or in process of listing in or outside India on Stock Exchanges.
(b)  Unlisted companies having net worth of ¥ 250 crore or more but less than ¥ 500 crore.

() Holding, Subsidiary, Associate and Joint venture of above.

Companies listed on SME exchange are not required to apply Ind AS on mandatory basis.

e Once a company starts following Ind AS either voluntarily or mandatorily on the basis of criteria
specified, it shall be required to follow Ind AS for all the subsequent financial statements even if
any of the criteria specified does not subsequently apply to it.

Application of Ind AS is for both standalone as well as consolidated financial statements if
threshold criteria met or adopted voluntarily.

Companies meeting the thresholds for the first time at the end of an accounting year shall apply
Ind AS from the immediate next accounting year with comparatives.

Companies not covered by the above roadmap shall continue to apply existing Accounting
Standards notified in the Companies (Accounting Standards) Rules, 2006.
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Since the net worth of FVL in immediately preceding year exceeded X 250 crore, Ind AS is applicable to
it. The entity VLA and SWL have to be examined as they may fall in criteria (c) above.

Applicability of Ind AS on VLA

Introduction to Indian Accounting Standards ’

Joint arrangement can be either joint operation or joint venture. However, for the purpose of
identifying the applicability of Ind AS, the Act defines Joint venture (as an explanation to section 2(6)
of the Companies Act, 2013), as follows:

“The expression "joint venture" means a joint arrangement whereby the parties that have joint control
of the arrangement have rights to the net assets of the arrangement”.

Accordingly, if an entity is classified as joint operation and not joint venture, then Ind AS would not be
applicable to such entity.

In the case of VLA, if partners conclude that they have rights in the assets and obligations for the
liabilities relating to the partnership firm then this would be a joint operation. However, Ind AS would
not be applicable on VLA in such a case since it is the case of joint operation (and not a joint venture).
Applicability of Ind AS on SWL

Social Welfare Limited (SWL) is the associate company of FVL. Accordingly, Ind AS would be applicable
on SWL too irrespective of the fact that SWL has been incorporated as a charitable organisation.

TRANSITION DATE & OTHER PROVISIONS

(o *M TRANSITION DATE CHOICE
Company X Ltd. has prepared its financial statements under IFRS for the first time for year ended March

HO 31, 2016. It had adopted its date of transition to IFRS as April 1, 2014. As per the Companies (Indian
=n Accounting Standards) Rules, 2015, Company X Ltd. is mandatorily required to prepare its financial
statements as per Ind AS for the year ended March 31, 2017 and hence under Ind AS, the date of
" transition would be April 1, 2015.

Whether Company X Ltd. can select date of transition under Ind AS as April 1, 2014 instead of April 1,
2015 since it has already carried out exercise of transition on April 1, 2014 for the purposes of IFRS.

Ans.

Appendix A to Ind AS 101, First- time Adoption of Indian Accounting Standards, defines date of
transition as follows:

“The beginning of the earliest period for which an entity presents full comparative information under Ind
ASs in first Ind AS financial statements”

The definition of date of transition as stated above therefore permits an entity to select its date of
transition. However, Rule 4(1)(i) and (ii) of the Companies (Indian Accounting Standards) Rules, 2015,
states as under:

“The Companies and their auditors shall comply with the Indian Accounting Standards (Ind AS) specified

in Annexure to these rules in preparation of their financial statements and audit respectively, in the

following manner, namely:-

(i) any company may comply with the Indian Accounting Standards (Ind AS) for financial statements for
accounting periods beginning on or after 1st April, 2015, with the comparatives for the periods
ending on 31st March, 2015, or thereafter;

(ii) the following companies shall comply with the Indian Accounting Standards (Ind AS) for the
accounting periods beginning on or after 1st April, 2016, with the comparatives for the periods
ending on 31st March, 2016, or thereafter, namely...".

As per the above rule, the date of transition for X Ltd. will be April 1, 2015 being the beginning of the

earliest comparative period presented. To explain it further, X Ltd. is required to mandatorily adopt Ind
AS from April 1, 2016, i.e for the period 2016-17, and it will give comparatives as per Ind AS for 2015-16.
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Accordingly, the beginning of the comparative period will be April 1, 2015 which will be considered as the
date of transition as per Ind AS.

Although Company X Ltd. has already carried out exercise of transition on April 1, 2014 for the purposes
of IFRS, Company X Ltd. cannot select date of transition under Ind AS as April 1, 2014.

FAST Ans: No. DoT 1-4-15 only

DATE OF TRANSITION : 2 YEARS COMPARATIVES
A company covered under Phase I, having net worth of T 600 crores, decides to give comparatives for F.Y.
2015-16 and F.Y. 2014-15. What should be date of transition in this case?

Appendix A to Ind AS 101, First- time Adoption of Indian Accounting Standards, defines date of
transition as follows:

“The beginning of the earliest period for which an entity presents full comparative information under Ind

- ASs in first Ind AS financial statements”

The definition of the date of transition as stated above therefore permits an entity to select its date of
transition. However, Rule 4(1)(i) and (ii) of the Companies (Indian Accounting Standards) Rules, 2015,
state as under:

“The Companies and their auditors shall comply with the Indian Accounting Standards (Ind AS) specified
in Annexure to these rules in preparation of their financial statements and audit respectively, in the
following manner, namely:-

(i) any company may comply with the Indian Accounting Standards (Ind AS) for financial statements
for accounting periods beginning on or after 1st April, 2015, with the comparatives for the
periods ending on 31st March, 2015, or thereafter;

(ii) the following companies shall comply with the Indian Accounting Standards (Ind AS) for the
accounting periods beginning on or after 1st April, 2016, with the comparatives for the periods
ending on 31st March, 2016, or thereafter, namely...".

In the given case, the Company is required to mandatorily adopt Ind AS from April 1, 2016, i.e., for the

period 2016-17, and with comparatives as per Ind AS for 2015-16. Accordingly, the beginning of the

comparative period will be April 1, 2015, which will be considered as the date of transition as per Ind AS.

Therefore, the date of transition to Ind AS shall be April 1, 2015. The company cannot have the date of

transition at April 1,2014.

FAST Ans:DoT : 1-4-15 only

NBFC - ONE OF THE GROUP COMPANY
Company X is falling under Phase Il of MCA roadmap for companies and hence Ind AS are applicable to it

. X and company Y? If Ind AS appllcablllty date for parent NBFC is different from the applicability date of

corporate subsidiary, then, how will the consolidated financial statements of parent NBFC be prepared?

In the given case, Company Y (NBFC) shall apply Ind AS from 1.4.2019. Company X shall apply Ind ASin its
individual financial statements from financial year 2017-18 (as per the corporate roadmap) and for the
financial year 2017-18 and 2018-19, Company X shall also prepare its individual financial statements as
per the Companies (Accounting Standards) Rules, 2006 to facilitate the preparation of consolidated
financial statement by parent Company Y (NBFC).

FAST Ans: Company X from 2017-18

Company Y (NBFC) (Holding) from 2019-20
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FasT]
(ol 2y COMPUTATION OF NET WORTH

6] A company received grant from government which is in the nature of promoter’s contribution and the
*5‘-*5., same was included in capital reserve. This grant has been accounted as per AS 12, Accounting for
LEyat Government Grants. Is such capital reserve required to be included for computation of net worth to
p 7f . assess Ind AS applicability?

As per Rule 2(1)(F) of Companies (Indian Accounting Standards) Rules, 2015 “net worth” shall have the
meaning assigned to it in clause (57) of section 2 of the Act.

Section 2(57) of Companies Act, 2013, defines ‘net worth’ as follows:

“net worth” means the aggregate value of the paid-up share capital and all reserves created out of the
profits and securities premium account, after deducting the aggregate value of the accumulated losses,
deferred expenditure and miscellaneous expenditure not written off, as per the audited balance sheet,
but does not include reserves created out of revaluation of assets, write-back of depreciation and
amalgamation;

From the definition of Section 2(57), it may be noted that all reserves created out of the profits are
included in calculation of ‘net worth'.

In the given case, the capital reserve has arisen pursuant to grant received from government. which is in
the nature of promoter’s contribution. On a literal interpretation of the definition, it may be concluded
that capital reserve in the nature of promoter’s contribution should not be included to calculate net
worth as the same is not explicitly mentioned in the definition of net worth. However, in substance, the
capital reserve in the nature of promoter’s contribution is a capital contribution by promoters and should
be included in the calculation of net worth. Further, Accounting Standard (AS) 12 also states that
government grants in the nature of promoter’s contribution are recognised in shareholders’ funds.
Therefore, such a capital reserve should be included for computation of ‘net worth'.

However, it may be noted that capital reserve in the nature of promoter’s contribution should be
included in the net worth only for the purpose of Ind AS applicability. This definition should not be
applied by analogy for determining net worth under other provisions of the Companies Act, 2013.

FAST Ans: ICAI clarifies, should be included in NW

(o X B NET WORTH : ESOP RESERVE

Whether ESOP reserve is required to be included while computing net worth of a company to assess
applicability of Ind AS on the company?

As per Rule 2(1)(F) of Companies (Indian Accounting Standards) Rules, 2015, “net worth” shall have the
: meaning assigned to it as in clause (57) of section 2 of the Act.

E' Further, as per Section 2(57) of the Companies Act, 2013, “net worth means the aggregate value of the
paid-up share capital and all reserves created out of the profits and securities premium account, after
deducting the aggregate value of the accumulated losses, deferred expenditure and miscellaneous
expenditure not written off, as per the audited balance sheet, but does not include reserves created out
of revaluation of assets, write-back of depreciation and amalgamation.”

It may be noted that the Guidance Note on Accounting for Employee Share-based Payments, inter alia,
provides that an enterprise should recognise as an expense (except where service received qualifies to
be included as a part of the cost of an asset) the services received in an equity-settled employee share-
based payment plan when it receives the services, with a corresponding credit to an appropriate equity
account, say, ‘Stock Options Outstanding Account’. This account is transitional in nature as it gets
ultimately transferred to another equity account such as share capital, securities premium account
and/or general reserve as recommended in the subsequent paragraphs of this Guidance Note.

In accordance with the above, ESOP reserve is required to be included while calculating the net worth of
a company.

FAST Ans: YES
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bcg?f“fﬁ «—CONCEPT BUILDERS ~ for Undestaudicg |Concaptal e

Sabka Vikas Mutual Fund, a mutual fund registered with SEBI, has a net worth of 600 crores on
...— 31.03.2023. Whether Ind AS will be applicable on it from 01.04.2023?

(o: )9 Not So Happy Ltd. has its net worth as given below:

e 31.3.2014 —— 600 Cr. |
EaEE 3132015 — 600 Cr. |

414..;‘_'.'* 31.3.2016 — 400 Cr. |
d '} {17 31.3.2017 ——*100 Cr. | Will Ind AS be applicable from 1-4-2017.\What if the company is NBFC?
L d
P‘PP(*%(Q vorm |+ Wb ‘*‘e}% B3l =400 Ca:zsocmm)
Q) NW = S0o0 Croven on -3 (h. 31-3: 17— 100

21-318 = Not \anowon (auaswne it s
Ll o) e~ ev)

e nee — [+ 419

~~To be computed on?
For NBFC?
Determined as per Companies Act 2013?
Computation as per Ind-AS or existing AS based financial statements?

o : )13 Net worth...

SR 3 &M’Jaﬁav Shaieng smm 2.3 ey
5. - 3- 2016
C- He»

b Exiching AS Bagd FS

o: YAl Listed company — Can a private company be a listed company? Whether a company in the process of
listing abroad be also covered under Ind AS? @ uvder lndh WS Ruluy

s \es

CB 28. Ind-AS mandatory at SFS level also? Can Ind AS be applied voluntarlly only at CFS level?

—_—— _—

NO b h.d. A€ a,Pp(,L‘eo then Qﬁgp&@ 100°/5
(o) CPs oo wotdl o ££5)
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Can few Ind-AS be applied voluntarily?
\1@ ge ™ S
¢ ®

§O
\.e;_g\)o O?V§
AW
Ifa company adopt adoptsoluntarily will its H-S-JV-A be mandated to appl_y_lnd_—A_S from same date?

L
en

(o: )X ¥ Whether Ind-AS applicable if foreign holding company has_a net worth exceeding prescribed limits?
. El Whether Ind-AS applicable on Government companies, Section 8 companies?

“—— ey Normal prevappYy
o) Jtene Cos- «wouell

(- )LNl For companies followin IndAS hether interim FS also to be prepared as per Ind AS?

Lt AS ctorplicabie

(o: L0 If a company is covered under requirements of Rumzompames (Ind AS) Rules, 2015, whether it's H/

S/JV/A company which is a Bank or Insurance company, also required to comply with Ind AS immediately.
= —% T
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Are Ind AS applicable for parthirms? What about L’LﬁPs?
Df*#10 .
=ty NO “—,} Cos - Ao speadfiey . -

o: YAl Can the company adopt a different transition date, i.e. whether a company adopting Ind AS from 1 April
2021, whether it can restate the previous FS and prepare FS for period prior to the date, 1 April 2020
(Opening Balance Sheet of PY) as per Ind AS?

ol-3c: M Where Ind AS applicable to Stock Brokers, Merchant Bankers, Asset Management Companies, Chit Fund
Companies, Nidhi Company, Micro Finance Institutions, Venture Capital Funds?

o6 NOTES

9
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