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No.1 for CA/CMA & MEC/CEC

AS —1: DISCLOSURE OF ACCOUNTING POLICIES

[ AS — 1 Disclosure of Accounting Policies ]

+ + \ 4
1. Meaning of
Accounting Policy

v v
2. Areas ] [ 3. Selection ] [ 4. Disclosure ]

6. Changes in
Accounting Policy

[ 1. Meaning of Accounting Policies ]

v
v v
Accounting Principle + Methods adopted by enterprises
v in application of principles
Ex: Providing Depreciation on Assets v

Ex: SLM, WDV (or) Other Methods

Examples ] %
IR
v v v A v v v
Methods of Valuation of Valuation of Valuation i Translation Contingent
Depreciation Inventory Investments of Fixed Goodwill of Foreign Liability
Assets currency
%& item
NS

3. Selection of Accounting Policies
(It is responsibility of management)

v v
Primary Consideration Secondary / Other Consideration
v
True & Fair view of v 4 *. ,
Financial Statements Prudence Substance over form Materiality
v v v
Making of Estimates,

Transaction and other events

should be accounted for and

presented in according with
substance and financial reality,

Information is material if
its misstatement could
influence the decisions of

which is required under
condition of uncertainty

user of F/S. Materiality is
¢ not with their legal form. not always a matter of
. v relative size
Ex: Carrying amount of -
inventory ignores profit E_X' Car purchagec_j but not +
margin registered depreciation should Ex: Rs 50.000 extra-
be charged by reporting entity :

ordinary loss might be
immaterial for a large &
profitable organization, but
it will be material for a
small organization that has
very little profit.
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[ 4. Disclosure ]

v v v v

Need Example Where Exception
» Better understanding Enterprise in adopting At one single Fundamental
D Uniform disclosure W.D.V method for place as a part Accounting
providing depreciation on of notes to assumptions
Fixed Assets Accounts
y
Going concern Consistency Accrual
" L Z
y
NOTE: Followed Not followed
Disclose is not the remedy for inappropriate
Accounting treatment v A
Not required Fact needs to
to disclose be disclosed
N
[ 5. Change in Accounting Policy
S
S
v % A
Need % Disclosure
Y A
Material Effect
Statutory Compliance More Appropriate ¢
requirement with Accounting Presentation
Standards of Financial y y
statements by Yes No
management ¢
A v \ 4
Current period Later period No need to
¢ disclose
v v
Ascertainable Not Ascertainable » Nature of change
» Fact of change
¥ ¥ 2
» Nature of change » Nature of change
» Period to the extent » Fact of Change
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VALUATION OF INVENTORIES

AS-2
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AS - 3: CASH FLOW STATEMENT

AR 3 Cash Flow Statement

Presentation of Flow of Cash & Cash Equivalents during the year

Cash activity
Owerating Activities Imestiniactivities Fingncing Activities
Principal Revenue producing activities  Acquisition & Disposal of long term  Which changes the composition or
& other than Investing and financing assets & others (other than cash size of owner's capitalborrowing
activities equivalents)
oy | |
Net basis reporting ¢

¥ Cash flows from customers
¥ Tiemis of quick turnover, shiod
maturity & large amounts

Present on Gross basis subject to exceptions

Presentation
 Methods
3 v
Dirert Method Indirect Method
Major classes of gross cash Met Profit before tax XX
receipts & cash payments are +/- Non cash & Non operating XX
disclosed +f- Changes in Working Capital XX
’ - Tax paid & exira ordinary items XX
Difference is thers only in XX

) . A& Fhoare same as Direct Method
presentation of operating

activities:

Diselosure:
¥ Components of Cash & Cash Bquivalents
> Reconciliation of the amounts in CFS with amounts reported in Balance Sheet.
¥ Management Comments on special aress,
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CONTINGENCIES & EVENTS OCCURRING AFTER BALANGE SHEET DATE

AS-4
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NET PROFIT / LOSS FOR THE PERIOD, PRIOR PERIOD ITEMS AND

CHANGE IN ACCOUNTING POLICIES
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CONSTRUCTION CONTRACTS
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REVENUE RECOGNITION
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No.1 for CA/CMA & MEC/CEC

Asset hedd-for producing goods or providing services but not for sale

AS —10: PROPERTY, PLANT & EQUIPMENT

AS 10: PPE

¥

Redogmtion
Initial expenditore Subseguent expenditure
Capitalize only when it Foture eco
benefits are probable (asset)
v : ‘ | .
Cash/Credit Exchange with By issue of Self construction
4 another asset securities
Purchase price XX All costs incurred for
+ Freight vy v construction ¥ All
# Nonrefimdable taxes XX PRV of asset given/secarities issued attocated costs direatly
+ PY of restoration XX OR related.
Al direct exp ine ] FMV of asset received . .
Ready touse XX Whichever is clearly evident. (Don’t include internal
+AS 16~ BC XX profits)
-Discount EX
<Lyavt. grams XE
A
¥ Wajor assels replacement & ovérhanling should be capitalised and depréciated vver i3 useiul Jife,
¥ I deferred credit torms me involved, i should be recogmised at present-value zad it wounld be uhwinded over

the period. Hecognise 1t as interest

&

amount over the remaining Hife

¥ Belect Costor revaluation model for the entire class of ftems: Selecyand apply consistently.

Useful life, Resitual value & depreciation method shuuld be reviewed every yearend.
Any change in prce, fife, KV & method of depreciation - Account prospectively e, rémaining camving

Revalued earhier

Retirement & Disposal
| E
v v
State in BS either at {
wbv Not revalued before
Oy v
NRV P/L = Sale price - WDV

¥

Protit
Tramsfer o P& L Xf
= Transferio P& L P&L
< Remaining RR transfer to GR.

To MASTER MINDS, Guntur
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THE EFFECTS OF GHANGES IN FOREIGN EXCHANGE RATES

AS-11
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No.1 for CA/CMA & MEC/CEC

ACCOUNTING FOR GOVERNMENT GRANTS

AS-12

“spoyad
snoinasd  w padnoul
59850] JO Sesusdxe
Jjoj  uojesusdwod sy

1

Alisnpul 8y} Ui Aius suo
Auo o poddns [eroueul
ajeipawwi Buimb o4

0

anjen
ajel UoNsinbo. 1y [eUILLIOU TB PIoDaY

suonenyis Buimoljo sy ut g - Qv Jed
se way Aleuipioeiixa se pajussald

1 t

i

801d [BUOISSBOUOY) 1509 10 8314

sase? [eidads ul sjueln p

1 1
i

Buipiing % puej &ij 195$E AIBIBUOLI-UON

f

O

ysen 104

&

PeAIB28] JUBID) J|

i

juswieas; Buunoaoy 'g

b

1dieoad slewnin ul AUIBLGOUN ON e
peljdLUod 8 [jIM SUOIIPUOY JBU] SISIXe 80URINSSE 8]qeUoSEaY
:uoniuBosal Joj suonipuos 'z

3

SUOIIPUOD 15B4/8.nin} Jo soueldwos
10} PUBY/USED Ul BOUBJSISSY 1JUBIE) "JA0E

Copyrights Reserved
To MASTER MINDS, Guntur

CA Inter | 40e | Flowcharts | Accounting Standards



www.mastermindsindia.com

98851 25025 / 26

(fue j1) ‘99 psuejeQg
JOAISSS [BIdE Y WO 1g8]
apl (njesn Buuiewsl

B JoA0 Alpanosdsold anjea
¥ooy pasial syl ejepmeidan
1988E paxl O} ige(

t

JO8SE POXid O} Peleey

JUSLWBIRIS [BIDUBLIY Ul
peziuBonsl ©E) JO JUBIXS. Y SINEN -
pamoljol Aoljod Buunoooyy

1

2unsoasiq 9

BAISSal fenden) 1as

*

UORNGLILOY JelowoId 0] poleleM

Tod uge —soueeyg  »
05 pauss(]
suebe sy Addy -

1

snusAsl O] pelgey

% ; 4 ¥
U6 JUBIILIBADEY JO PUNJSY ‘G
jensn se gjgpaidery e uogonpep
uonepeiden Jajje sougieq
0} uopodoxd swppaider »
il gwooie se szmboisl arjeA §5010)
{(ydenuod Bupiew) ® wielB 'ep se peieni] e WL INpar .
gl8eq apelis)sAs asusdxs ¥ K
B SWIODULISUID, pajejsl
" BAI9S8I SE TR O} P8 woy 1npag) vsse sjgenadap-uoN sse sgenaideq
lended, o pappaid ¥ $ ¥ ¥

1

UoRNQUIUGY S JBJ0W0IY

1

Copyrights Reserved
To MASTER MINDS, Guntur

t

sesusdxe shusasy

t

1

1988y oynedg

i}

ysen 104
L4

CA Inter | 40e | Flowcharts | Accounting Standards



No.1 for CA/CMA & MEC/CEC

AS —-13: ACCOUNTING FOR INVESTMENT

AS 13: Investment

v

Asset held for earning income by way of interest, Rent, Dividend,

Capital appreciation etc.,

Recognition & Measurement

¥

Initial Recognition

Becognise at Cost Le,

v

Subsequent measorement on BS date

Based on Classification

Purchase Price XX
+ Incidental expenses XX v
- Pre acquisition income XX Current Invst,
= v
Conditions to satisfy:

1, Readily realizable &
2. Tobeheld for 1 yrfless

v

Cost
Or
My

Reduction in FY =P Takew P& L

Disposal: ~
Profitfossonule —» Take o P& L

P/L. = Sale proceeds — Weighted Average cost of
Investment

Disclosure:
Ale policies adopted
- PAL on disposal
Total amount of Quoted & Unquoted investment
Total market value of quoted investment
Other Disclosures gic.,

Ll o

v

Long term Invst,

Other than
Corrent Invest,

Value always at cost
Exception:

- If there 18 any permanent reduction in
value — reduce investment by charging o
P& L

- Canincrease when value is inereased,

Copyrights Reserved
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AS —-14: ACCOUNTING FOR AMALGAMATION

AS 14: Accounting for amalgamation

v

Amalgamation in the nature of Merger

Only when it satisfies all § conditions

¥
1. AJL.of transferor co. = AJL of fransféree co.
90% of FV of FEq shares become
shareholders of Purchase Consideration ~
gxclusions
3. Consideration in shares — cash for fractional
shares
4. Intention 1o continue in business
5. No adjustment to book values; but for
uniformity in-accounting policies

v

Follow pooling of interest method

Pt

» Difference between Purchase
consideration & Net assets at bhook
value should be adjusted with Reserves
af PC,

# NoGopdwill

v

Amalgamation in thf nature of purchase

I sy one of these 5 conditions is not mel

v

Follow purchase method

# Difference between PC & Net
Assets atagreed value
Goodwill/Capital Reserve
# Goodwill - write off inmax. 3 vrs.
» Recognise Assets & Liabilities at
agreed/Fair  value as on
Amalzamation date

Disclosure

v

v

Additional for Merger

v v

General Additional for Purchase

v

{Required only in First F§ after » Name & General natwre of  (Required only in First FS
Mereer)y - * business of amalgamating cos. after Purchase)

» Description & No, of shares » Effective date » Consideration, including
issued » Method accounting description

» % of each co's equity shares » Particulars of the scheme » Goodwill or capital reserve
exchanged . mentioned under a statute ¥ Period of amortization of

» Differerice blw consideration &
the value of the net identifiable
assets acquired & its treatment

Fact of post Balance Sheet Goodwill

amalgamation, if any

Copyrights Reserved
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BORROWING COSTS

AS-16
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AS —17: SEGMENT REPORTING

AS 17 Segment Reporting
¥
Two Types
¥ L 4
Business S;agmem Geographical Segment
¥
Different inz- Different in;-
¥ Produoct / services #  Location of Castomers /
provided Operations.
# Risks & Returns of above »  Risks & Returns of above
Definitions

9

% Segment Revenue:- Direct revenue + Allocated + Inter segment

{Except extraordinary items, finance income & Investment income}

o

< Segment Expense:- Direct expense + Allocated + Inter segment

{Except extraordinary items, Finance expense, Income-tax expense and General Admin expense

»,
wle e

B,
b

Segment Revenue /
Management can add extra

>=10% of total
revenue {Segment
+ External}

Segment Result: - Segment Revenue — Segment Expenses.
Sepment Asset:- Operating assets + directly attributable assets

Segment Liabilities: - Operating Liabilities + directly attributable liabilities.

Is every segment
reportable?

v

No, only which satisfies any one of the
below Conditions are reportable.

Segment results >=10% of
total segment profits OR
total segment Losses {in

absolute terms) whichever

is higher

segments at their discretion

75% of external revenue
Segment assets >=10% of should be reported — If not
total assels add more segments

CA Inter | 40e | Flowcharts | Accounting Standards “



Disclosures:-

» Primary segment should disclose the Following:-

< Revenue {Direct + Other Segments}.

Seg. Results

Carrying amount of Seg. Assets

Cost of acquisition of tangible and intangibles during the year,
Depreciation and amortisation expenses

Non-cash expenses-otherthan depreciation and amortisation.

e

P . o 2,
L A S

h
o

v % Reconciliation of numbers with presented annual FS.
v v
Business segment- Geographical segment-{Disclose above B points}
Disclose above 8 points > By Assets

# By Customers

»  BSecondary sfegg_ggfnt -~ Other than primary segments

v v v
If geographical segments 1f business segment is CJ‘}J If geographical segment based op
based on location of [SJ secondary segment location of assets. (C}
customers [(A) B
One disclosure — Segment Three disclosures — Twa disclosures -
revenue based on Location » Revenue from external customers » Carrying amount of
of customers ¥ Carvving amotnt of segment segment assets,
H8SELS * Costof acquisition of
¥ Cost of acquisition of fixed assets fixed assets during the
during the year. year.

> Either of two will be secondary ; /
# Possible combination for secondary segment:-

A+B, A+C and B+

Copyrights Reserved
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AS—18: RELATED PARTY DISCLOSURES

Part §: Delinition:

AS 18 Related party Disclosures

;

Disclosure based standard
¥
Entities that directly or indirectly Aoolies only to: Entities where individuals
contrel or controlled By of under inpara 3 (¢} and {d) have
common control with the entity. significant influence.
Associate & FV's of
the entity KMP’s and their relatives
v

Individuals who have control or significant
influence directly or indirectly & their relatives

customer
» Hntities
direct

ovt. departments

Part H: Disclosures:

Is it relared at any time during the period?
i

¥ ¥
Yes No
Any transaction fook place e i
transfer of resources or obdigation [ No
¥ ¥ . No disclosure
Yes -~ Does control exist? | No required.
v r Yes
Disclose the following: - ;
(a) Name Bisclose the following:
{b} Relationship (2} :a;ne: i
{e} Natre of ransaction ) Re émm‘ P .
(8) Adionsit of transaction Other disclosure not required.
{e} O/S balance, if any
{g) Amounts written off / back
during the period,

CA Inter | 40e | Flowcharts | Accounting Standards “
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AS—19: ACCOUNTING FOR LEASES

The lessee will get the ownership of leased asset at the end of Yes
the lease term.

! No
The lessee has an option to buy the leased asset at the end of the term, at Yes
price, less than expected F.V. on the date of exercise of option. |
No
The lease term covers the major part of the life of asset Yes
—>
No
y

Present value of MLPs substantially equals the asset fair value as
at the date of inception of the lease.

No §)
A AN\
The asset given on lease to lessee is of specialized nature and Yes
can only be used by the lessee without major modification.
W
(\\% No
D

Operating lease

Yes

Finance lease |¢

v l

In the Books of lessee
¢ Recognize lease payments in profit and loss account. In the Books of lessee
¢ Pattern- straight line basis over lease term. ¢ I'_?ebcff?flnize as an asset and
iability.
l ¢ Initial recognization of
asset: at lower of F.V. and
In the Books of lessor PV of MLP.
¢ Recognize as an asset ¢ Finance charges are
¢ Recognize lease income in Profit and Loss A/c using charged to Profit & Loss Alc
straight line method. ¢ Provide Dep. as per AS-6
¢ Charge Depreciation as per AS-6

A 4

In the Books of lessor

¢ Recognize as “receivables”
at an amount equal to net
investment in the lease.

¢ Recognize Finance income
in Profit and Loss A/c.

+ Pattern: Constant periodic
return.

Copyrights Reserved
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[ SALE AND LEASE BACK ]

[ KEY TERMS ]

TRANSACTIONS
A4
¢ Gross investment = MLP (in view of lessor) + v
unguaranteed residual value. + If lease back is finance lease.

Defer any excess or deficiency of
sale proceeds over carrying amount
and amortize it over lease term in

¢ Unearned Finance Income = Gross proportion of dep. on leased asset.

+ Netinvestment = Gross investment -

unearned finance income

investment — Present value of Gross

investment

¢ MLP in view of lessor = lease rentals + any

guaranteed R.V. (by or on behalf of lessee)

+ R.V. Guaranteed by third party. v

¢ MLP in view of lessee = lease rentals + any If lease back is operating lease
guaranteed R.V. which is guaranteed by or (S.P = Selling Price, F.V = Fair Value,
on behalf of lessee. C.A = Carrying Amount)

+ Implicit interest rate = discount rate that @ IfF.V.<C.A, loss = C.A-F.Vis charged

¢ [If S.P. =F.V : any profit or loss

makes P.V of gross investment just equal to %@ to Profit and Loss Accountimmediately.
Fair Value of leased asset. §

recognize immediately.
¢ IfSP.<FV
Profit or loss to be recognized

¢ Fair value of leased asset (at the inception of
lease = present value of Minimum lease

payments (in view of lessor) + any i i i
immediately. If loss is compensated

unguaranteed residual value according to by FLT then defer and amoritize.

the lessor. ¢ IfSP.>F.V.
¢ Guaranteed residual value (in respect of ¢ Profit or loss to the extent of
lessee): such part of the R.V., which is difference between C.A and F.V.
guaranteed by or on behalf of the lessee. is to be recognized immediately
¢ Guaranteed residual value (in respect of ¢ Profit or loss to the extent of
lessor) such part of the R.V., which is difference between F.V and S.P.
guaranteed by or on behalf of the lessee or is to be amortized.

by an independent third party.
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RS —20: EPS (EARNING PER SHARE)

[ EPS (EARNING PER SHARE) ]

!

\4 A
BASIC EPS _ DILUTED EPS
Profit available to equity share Diluted earnings / Revised WANES
holders (PAES) / Weighted Avg. No.

of Equity Shares (WANES)

WANES
- ¢ No. of shares (After adjustments for additions and
Earnings deletions during the period.
¢ Profit after tax less preference ¢ Weight = No. of days shares were outstanding during
dividend and dividend the period (Timing)
distribution tax there on. TIMING:
¢ In case of more than one class + Conversion of debt:- Date of conversion
of equity shares — distribute ¢+ Settlement of liability:- Date of settlement
earnings in proportion of + Acquisition of asset:- Recognition date
dividend right for each class. ¢+ Amalgamation in the nature of Purchase:- Date of
acquisition.
¢ Amalgamation in the nature of merger:- beginning of
the reporting period.

AR

&Y

Dilutive Potential Equity share % Anti- Dilutive shares
Potential equity share is dilutive: if its % Potential equity share is anti-dilutive:
inclusion reduces earning per share N if its inclusion increases earnings per
orincreases loss per share share or reduces loss per share
Dilutive EPS = Profit / W.Av. No. of shares Anti— dilutive shares to be ignored
— |
Diluted Earnings Revised WANES + Weighted average of
PAES + Dividend along with distribution additional equity shares outstanding
tax on convertible preference shares assuming conversion.
previously deducted + Interest net of tax
effect charged on convertible debentures
or loans. ‘|, Y ,L
Potential shares for which proceeds have Potential shares for which proceeds shall be
already been received. Like convertible received in future. Like options
debenture, convertible preference shares,
application money received etc. Actual number of share_s to be issue_d less
v number of shares which can be issued

against the same proceeds if issued at
. . average fair value. The balance is the share
agalpst such potentlal share§ to be issued for no consideration and it will be
considered. Profit shall be adjusted by | | jqcluded for calculating diluted EPS. Profit
effect related to such potential share. potential equity shares.

Number of equity share to be issued

CA Inter | 40e | Flowcharts | Accounting Standards “
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TREATMENT OF DIFFERENT TYPES OF SHARE / POTENTIAL SHARES
FOR CALCULATION OF BASIC EPS/ DILUTED EPS
(Note: whatever is included for basic EPS gets automatically included for diluted EPS)

Fully paid
\

Include from the date of issue The weighted
for basic EPS average number
of shares of all the

period reported

including period

of above event
(even if the event
took place after

Calls in Arrears

If entitled for dividend,
|| include for basic EPS.

Iiartly paid g?%

Include for basic EPS in proportion
to its entitlement for dividend.

Uncalled on partly paid share

To be ignored

Different nominal value

Different EPS be calculated if —
having different dividend rights
otherwise convert all into same
nominal value term for basic EPS.

Right issue

Fair value per share immediately prior to right issue

Right Factor =
Theoritical ex —right fair value per share

Aggregate fair valueof shares immediately
priorto the exerciseof therights+ proceeds
from exerciseof therights
No.of shares outstandirg immediately
aftertheright issue

Theoriticd ex —right fair value =

A 4 y y
EQUITY SHARES APPEARING BONUS ISSUE, POTENTIAL EQUITY SHARES
[ IN THE BALANCE SHEET SHARE SPLIT
CONSOLIDATION

A 4 -

Convertible debenture / preference share

Usually at fair value, hence include it
from the date of issue for diluted EPS.
Numbers to be calculated taking best
conversion price from holders point. The
interest, dividend tax and related exp. be
adjusted in the earning.

) — the balance sheet
If not entitled for dividend date but before -
include for diluted EPS approval) be
from the date call is due reinstated in the
just like option. If interest same proportion
_| has been charged the (i.e. increased / 9
same will the adjusted decreased in the
from earning same proportion)

ESOP

The deferred employee remuneration will
be included in assumed proceeds
together with issue price. The rest
treatment will be same as in option for
calculating diluted EPS.

Optional / Share warrants

v

No. of shares under issue
(-) the number derived by dividing the
expected proceeds by fair value of shares.

Balance are the shares for no
consideration. Same will be included for
diluted EPS w.e.f. the date of issue, no
adjustment to be made in earnings.

Share application money received
(Excess application money to be
excluded)

Money used in business

If all necessary conditions are fulfilled
use it for basic EPS

If conditions are not fulfilled use it for
diluted EPS like convertible debentures

Money not so used (kept separately)

Use it for diluted EPS like option
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[ AS — 26: INTANGIBLE ASSETS ]

A
Recognition criteria

+ Should have characteristics of asset
+ Future economic benefits

Intangible Asset (I.A)
+ Identifiable (separable)
¢ Non-monetary asset

¢ Without physical substance ¢ Cost can be reliably measured
! ‘
The process of R & D classified into 2 Initial measurement at cost
phases.
¢ Research phase: All expenses Direct Purchase
incurred are to be charged as Purchase price and all
expense as and when incurred. directly attributable costs

+ Development phase: Expenses
are to be capitalized if and only 3

following conditions are met. Eai Excl:hantge of fs_set
air value of asset given
v Technical feasibility of Irvai given up

completing I.A A&\Q) l

v Availability of resources Q Government Grants
v Intension to complete and use |.A % Nominal value (AS-12)
v’ Ability to use 2%
v Probability that I.A. will generate 4
. ) Through issue of securities
future economics benefits i e
The fair value of securities issued
(External market) or a fair value of intangible asset
v' Expenses incurred can be acquired which ever is more
measured reliably clearly evident

Intangible asset is recognized in the
books of purchasing company though
it is not recognize in selling company
provided the amalgamation in the
nature of purchase (AS-14).
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SPECIAL POINTS

In some cases, the
enterprise incurred
expenditure but no
intangible asset is
recognized (Charged
toP & L Alc)
EXAMPLES
¢ Employee training
expenses
¢ Advertisement and
promotional
expenses
¢ Relocating
expenses
¢ Restructuring
costs.

Subsequent

expenses on

intangible asset

capitalize if

¢ Subsequent
expenses
increase the
future
economic
benefits of
intangibles

¢ Subsequent
expenses can
be attributed to
cost and
measured
reliably.

Impairment loss
¢ Impairment
testis must, if
v' Asset not
available for
use
v" Amortizatio
n period
exceeds 10
years

Gain or loss on
retirement /
disposal:
Recognize in
Profit and Loss
Account

’

<P

De-Recognition of

intangible asset

¢ On disposal or

¢+ Whenno
future
economic
benefits
expected.

Amortization
.
.
.
.

Method of amortization

Carry the asset at cost less accumulated amortization and accumulated impairment loss.
Useful life —“10 years” unless there is clear evidence of longer life
Residual value — “Zero” unless commitment by third party at the end of useful life

v" The benefit derived from the intangibles should be matched with the amortization expenses.
v If pattern of benefit is available — amortize as per pattern
v'If no pattern is available — SLM should be followed.
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m No.1 for CA/CMA & MEC/CEC
RS —22: ACCOUNTING FOR TAXES ON INCOME

Will Account Invome(AD = ’]iaxable Tncome (TD abways?

No
Why Difference?
Two kinds of difference
Temporary Difference Permanent ‘Dif ference

Difference arises in one period

Difference arises in one period and in
and do not reverse subseguently

capable of being reversed in another year

i Neo secounting is (o be-done. Ignore.
Accounting f mandatory

Is AL>TH

v v

Yfis T}

Recognise DTL Recognise DTA
R
Only to the extent that futare
\ Income is reasonably certairs//

e

Using enacted / substantially enacted rates,

DTA Special clrcumstances

Unabsorbed depreciation & carry forward losses:

Recognised DTA only when future Income is virtually certain which is supperted by convincing evidence.
% Heassess unrecopnised DTA every year,

Tax Holidavs:

¥ Do not recopnise differed tax which is arising and reversing during the tax heliday™s period. 1e. recognise only
for thay which is reversing atter holiday,

¥ Consider FIFO for arising & reversing.
Minimum Alternate Tax:
® Applyonly regular tax rate - not MAT rate
. BAT credit=MAT paid ~ Normal Tax.
1t can be carvied forward for seroff in the foture,
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AS-24: DISCOUNTING OPERATIONS

Discontinuing operation ~
Disclosure based standard
s & component of an entty which

{
i

Y
Hepresents separate Can be separated Is discontinued (as per a
MAJOR LINE of BUSINESS OR (distinguished) SINGLE PLAN)
GEOGRAPHICAL area of For by
operations

&

Operational  Financial

purpose reporting

purpose

Methods of discontinuing

. ; ;

Seiling Selling off - Terminating through
SUBSTANTIATLLY m TOTAL Component’s ASSETS . abandonment;
either in INDIVIDUALLY Le. stopping the operations
SINGLE Transaction (piecemenl disposal} and as it is) without selling its
or setthing its liabilities also individually, assets/components.
DEMERGER
ar
SPIN OFF

brousfer of ownership of
component to share holders)

Once an operation satisfies the definition of
discontinuing operation

i | ;

Initial diﬁciﬂsm’ﬁ event Every year end
% Entered into binding sale agreement Give following disclosure till completion of
Or ﬁ discontinuance:
% BOD approved a formal plan and announced % Describe discontinuance
the same % Which segment is discontinued?
{Whicheveris earlier) Date-and nature of initial disclosure event

Total amount of assets & Liabilities related
Revenues & Expenses attributable to that segment
Pre-tax P&L and tax expense separately

Net cash flows attributable to the segment.

Immediately disclose the information to most
affected pariies

S ¥, & e &,
RS X % R <
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No.1 for CA/CMA & MEC/CEC

AS 26: Intangible Asset

AS - 26: INTANGIBLE ASSET

An intangible non-monetary asset without physical substance — held for use in producing goods,
providing services, for renmli, or administrative purposes,

Recognition %Mcasm&mem
Initial Recognition Subsequent expenditure
Capitalise. only when there is
increment.in FEBs & it satisfies
Asset definition.
CashiCredit Barter & Issuing securities Self Genperation
Purchase price XX Fixed Asset given/FMV of Phases of generation
Registration fees XX securities issted f
Stamp Duty XX Or v ¥
All {}irggt exp related FMY of Intangible Asset Rescaich exp Development exp
to acquisition XX received whichever is clearly
+ AS 16 Borrowing Costs % Eyident. Chargeto P& L Capitalise only
- Discoint XX when sfx criteria
- 0OG XX satisfied
XX Amortisation
i
Cost - Residual Value = Depreciable asset
v v
Usetul life Method
¥

Amortise over its useful life (Rebuttable assumption -

Max. life= 10 yrs) ¢

1 3t is proved that 15 > 10 yrs —- Amortise over
that life otherwise maximom 10 yrs.

Any method which reflects the pattern of FEBs

inflow (Matching Concept) *

Disclosures

.

{a) Separately for internally generated & Other intangible assets
= Useful livesfamortization rate, amortization method
- {ross carrying amount, accumulated amortization and impairment losses
- Additions, disposals, hmpairment losses recognized or reversed, amortization, other changes m
tartying amount during the peried
{b} 1famortised period > 10 yrs — Reasons for the same.
{c} Existence & carrving amount of assets whose title is restricted & of assets pledged as security for

lighilities

(d) Amount of commitments for acquisition of assets
{g} R & D recognized as expense during the period

H not possible 1o determine - Follow SLM
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AS - 29: PROVISIONS, CONTINGENT LIABILITIES AND CONTINGENT ASSETS

‘C’ means, it
is continuing
process
Has a present obligation
arisen as a result of past
No
events?
+ Y
Is it orobable that Does a possible
j 'tﬂF(’)m o"’} eionim"’!g obligation arise which will
resouurcevg will be neelded No be confirmed only on
to settle the obligation? oceurrence or non- No
9 ' occurrence of one or
v more future events not
Yes Can a reliable estimate | NO wholly within the
| be made of the amount > enterprise’s control?
of the obligation?
Yes
Recognise (i.e. make) a 4
provision Is possibility of loss / Yes
¢ obligation remote? v
Review the provision at @5
each Balance sheet date. @ > No
lv< % Yes Is disclosure of same or
Liability results in outflow No /EQ?/} all information as per para
of economic benefits. |« @9“ 69 expected to seriously
§, prejudice the position of
3 Yes No >'§>§ the enterprise?
Use the Review the No
provision for the continued No : :
liability and no necessary Is it otherwise
other purposes ¢ impracticable to make
: | all or any disclosures
v Yes unnch(:)::sdary? No required by para 69?
Does the
liability e_xc_:eed ¢ Yes \ Yes v
the provision? - )
Reverse Do not recognize a State the fact that Neither
¢ provision. Disclose non-disclosure provision nor
Adjust in Profit and 1. Disclose a contingent liability is due to disclosure
Loss / Cost of the general nature as per para 69 impracticability required
of dispute
asset, as the'case 2. Do not
may be ! disclose
all or any
information v
required as Review the position at .
per para 69. each balance Sheetdate |
3. State the fact
and reason for
non-disclosure
4. Do not
recognize
a provision.

THEEND
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