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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 A *. .
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 Iegal form. not a|WayS a matter of
- + relative size
Ex: Carrying amount of -
inventory ignores profit E_X' Car purchageq 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

ginudogison |
anpea Bukiien
Aonod
yopenea
Aiojusnug

e

!
{

it

SHSEL)
pue 810 ‘fio jessuiy. (it
syonpoud
188u04 % jeaminouBy (it
sppos ey {1
SOUOIBAY] 8 J60ND0ILE 4
{s1oEnuon UoRoRRSUON ) JdTA 4
{ssauEng
sapwmold aoniest AL 4
{(apeil WHNOOIG) saNDes. 4

BINSOSIC] G

f

A

‘Bigsn jo-ssodind
S IO DB s100] 950077 (A
JREsE
paxy Jenoiued g o) oypeds
ou aie Yoiua tesuedg v seuoig (A
8jes 10} ploH ~ spoon paysiuid (1
‘Bles yohe Joy sseooud
uoponpoid 10) pieH td'rm (il
saaaes Buyapus)
1 uononposd jo sseooid e
pawnsuon ag o tjeueEn Mey

F 3

_ Aniqeoydde-uon 'y _

ﬁ BINULIONISON 'L y _ UOHBNEA "7

Buueap °L

% &

L

_ PaIsA0Y) sealy M

_ SalojuaAl] Jo uolenjep 2~ SY _

Copyrights Reserved
To MASTER MINDS, Guntur

CA Inter | 39e | Flowcharts | Accounting Standards



www.mastermindsindia.com

98851 25025 / 26

UORONPOIE UORORPOIA
ey O siseq jeion JO siIseg
& &
UCHEDNPOL [EULIDN UONONEOL [BULION
< =
UORDINPOILY BNy UORINPOLL BNy sasuadxe
AHBADN X3 sabepy X3 MMM
ﬂ 2 UOHINPOIY [EnRY w sosusdxy noge HUNOoSIG SpIBMU|
i i 10800 REH ] opes) 4 Jybiaig
Bleged  « y
e saxe
| pows | | ewgeuen | St e
XeL o« sepng
. HoRGMEBICT BOlI
ol _vw D P {10 bononpold) 1osdpuy RY g g o« aseyINg
! i
/4 30 AHN palensy i %
4 + 1807 1800 sapNOX SBpniou
uonsdwon . Bumo og pri3 B
. iy dxe Buyjes BG4 suopeoyoads
Lusym Auo poeuST) pajelnsy o Jalopsno Jad se
7y €601 4 snuu dxgape 4 1500 PIZILOISAYY
T UIpY ¥
o | | e | | e || s | —2 wemong
usdiaogidey : : abelsepm: o 1800 18410 UOISIBALIO.Y JO 1507) 101500
x S8580]
puougyY  « k
[elsiepy MeY s50J6010-Ur- oM $pOOL) POUSILL

i

1 1

f

BREA BIOEZIES) 18N

t

h. SepNIoX

t

sBphow

f

1800

0 J8MO™

ﬁ Alojusaul jo uonen|ep "z

Copyrights Reserved
To MASTER MINDS, Guntur

CA Inter | 39e | Flowcharts | Accounting Standards



No.1 for CA/CMA & MEC/CEC
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AS —3: CGASH FLOW STATEMENT

A8 ¥ Cash Flow Statement

Presentation of Flow of Cash & Cash Equivalents during the year

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

¥ Cash flows from customers
¥ Tems of quick turnover, shior
maturity & large amounts

Present-on Gross hasis subject to exceptions

Presentation
2 Methods
v v
Dirert Method Indirect Method
Maior classes of gross cash Met Profit before tax XX
receipts & cash payments are +/- Non cash & Non operating XX
disclosed +{-Chanpes in Working Capital XX
’ - Tax paid & exwra ordinary items XX
Difference is thers only in XX

) . 1A & Fhoaresame us Direct Method
presentation of operating

activities

Disclosure:
¥ 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
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CHANGE IN ACCOUNTING POLICIES

alueys 10 wal Gy
wr2Buby yo vt Ypousd
Jepe e e yenibyem

W sey g pound yond
g uy ponde RLSIREE Ok

T I dsopsp
TR0 wyy Apuenh
oyopgeanmead ou gy e

sy EIE] DS W)
SO INCIUD PUR B o« apqeuepmem 0 osdtI] e
,_m..mwm,z.wﬁ,u ey Mnﬂm&ﬂﬁw (R ]
0 SEEA DU YT pselRIc] IPPRURLD SLIRIM ¢ 4—|  pmsoposig | =P
H11 gy ) uousoaiep
JU pownr Ul aBuRyYy e
syassr apgeasdap jo Brguneios
oy pupsn owl ur ofuey e PO BOHBIEASL
SEHEP InpRrn £1 Japou 1500 ey ofuryy e
aoppomspaond jo onomy e (ODOWSAUD Q41 o1 98uAs
oyt ur sfevyy poiyBap woy safuey) . o _ sopduexy gz!..?
! ! i
2,
‘s Arsnonasd s sy
uppEmpssE R sus dopy e
HRLSD
Fununoxys ur s8ueyd se e .
B s fununos goneosad BUPg DLEDEY] e \/WM/
x Aatod Fununoooy wgy fgpannbay e \wozﬁucw\
ur gy sy ysinunsip muimg &g paaibayy s T o Q >
o1 AP UAYR v 1 Auo pamorTy reoads Auy

f f

g4 1o vonmussad

pow ponreedard o urasudion
ue A podope sapdomad
asouy Furdjdde jo spoyiodl e

* dupdeay W .

& O SUIIE AR UL JUnowR sy pue sapdound Sununoooe &
pEEHss Oyl ul adueys sytrads oin wi sSunp 'y
SAJBULIES sappod e n HOUEILISER]D _ e
Funpnosey ur sallueyny Sunanosry ur seBusiy)y

t 1

%

P

KErEs|s B Wy 880

20 yead Jusi to

prdior e s
TUNDIE pus BN e

Joeansoiosie] aresedeg

f

g Jo voneadoy
Buoam o snp stwoatr
O JUDIIDIRISIApUTY
JydisIan O] 9np
sastadys. jo Spdo
HIOX] OTSEIugy

!

“gojewnse Bunnnopoe
up sofupyD wod
JuSEEp 29 Jeenboguy

!

spopad soud Jo 4 30
morasdord Or fuomsnn
T SHOLI JO JREDI

e L7y oyl ur Susie
sasundys 3o FHIGOLY

sy porasd oy

t

‘paaTaand

Apreom ag ue

w50 g0 gosd Jusams
o joedon ey amsus
TOnowe DU DHEN

o 2ams0iosic) epmredag

!

ORIy JRHILIBADEY

Jo punsy

astrdyonts

5 a1 g0 Auadosd
O TUDLYIENY
aypnbiies

. © o oyonp SROT

f

-

“Lpsseio o s Auo
o 3ou st Lssanbayy ng

mpdonn

20 juanbonm og prnoys

!

0

O payradys 1ou SIe OIAY
AP

R B0 SO

SR AJumpaoeLxy

)

NDUR pue pImieN =

J0 sns0psicr orsmuday
sores depsg »
Siausy
paxeggo esodsy e
ROIOTRSALE

goumop Funiy, e

f

‘Aimmiados
pOSOTISIp 9 O
auapiouT 0 MM 9z
roads Jo semanY

f

"REQUISHG 07 SonATON
TRIURDIOUT I SUDUISHG
o pud se poyeuopun

AtfeuLon SstjlANNY

senagse Lanupacy

]

1

“AIIQRIRAUIOD 81T a0UBYUS O] JUOUIAIETS a9 Ul SUa)l UIB1100 JO oINS0[osIp 79 UDIEBILJISSE]o S04 1105aid PIEPUBIS STUL
saprod Sununosoe ur aBuwy) pue swsy porrad sorig ‘porsad ayy xoy ssoy [goad JaN 1 S SY

CA Inter | 39e | Flowcharts | Accounting Standards



No.1 for CA/CMA & MEC/CEC
CONSTRUCTION CONTRACTS

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

Asset held for producing goods o7 providing services but not for sale

AS —10: PROPERTY, PLANT & EQUIPMENT

AS 10: PPE

v

Redognition
Initial expenditure Subseguent expenditure
Capitalize only when it Foture eco
benefits are probable (asset)
v : ‘ | .
Cash/Credit Exchange with By issue of Self constraction
*3 another asset securities
Purchase price XX Al costs incued for
+ Preight 394 Y constriiction. + Al
+ Nonrefundable taxes XX FMV of asset given/secarities issued atfocated costs diregtly
+ PY of restoration XX OR related.
Al divect expine ] FMV of asset recetved . .
Ready o use X¥ Whichever is clearly evident. {Don’t include internal
+ AN 16+~ BC XX profits)
-Discount XX
“pave. grams X5
8¢
¥ Wajor assets replacement & ovérhauling should be capitalised and depréciated vver i3 useful life,
¥ M deferred credit toms me nvolved, i should be recognised at present-value sad it wounld be uhwinded over

the period. Hecognise 1t as interest:

&

amount over the remaining Hife

¥ Belect Costor revaluation mode! forthe entire class of ftems. Selecrand apply consistently.

Useful life, Residual valug & depreciation method should be reviewed every year end.
Any change in price, Dife, RV & method of depreciation - Account prospectively e, rémaining carrving

Revalued earlier

Retirement & Disposal
| E
s v
State in BS cither st +
Wg’*f Not revalued before
¥
NRV P/l = Sale price - WDV

¥

Prafit
Transfer o P& L Xf
= Tramsferio P& L P&L
< Remaining RR transfer to GR.

To MASTER MINDS, Guntur
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No.1 for CA/CMA & MEC/CEC

ACCOUNTING FOR GOVERNMENT GRANTS

AS-12
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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

Recognise at Cost Le,

v

Subsequent measurement on BS date

Buased on Classification

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

L, Readilyrealizable &
2. Fobe held for 1 yrfless

v

Cost
Or
MV

Reduction in FY ~® Taketw P& L

Disposal: ~
ProfitfLossonsale —» Take it 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 8

v

Long term Invst,

Other than
Corrent Invst

Value always at cost
Exception:

- If there 18 any permanent reduction in
value —~ reduce investrnent by charging to
P& L

- Canincrease when value is inereased,

Copyrights Reserved
To MASTER MINDS, Guntur
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AS —14: ACCOUNTING FOR AMALGAMATION

www.mastermindsindia.com

AS 14: Accounting for amalgamation

v

Amalgamation in the nature of Merger

Only when it satisfies all 5 conditions

¥
1. AfL.of transferor co. = AL of transféree co.
90% of ¥V of FEq. shares become
shareholders -of Porchase Consideration -~
exclusions
3, Consideration i shares ~ cash for fractional
shares
4. Intention fo.continue 1 business
5. No -adjustment to book values; but for
uniformity in accounting policies

v

Follow pooling of interest method

B

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

» Mo Gopdwill

v

Amalgamation in thf nature of purchase

H anv one of these 5 conditions is not mel

v

Follow purchase method

# Difference between PO & Net
Assets gt agreed 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 FS after » Name & General natore of  (Required only in PFirst FS
Merger) - * 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

» Difference blw consideration &
the value of the net identifiable
assets gequired & its treatment

Fact of post Balance Sheet Goodwill

amalgamation, if any

Copyrights Reserved
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No.1 for CA/CMA & MEC/CEC

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 | 39e | 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:

A% 18 Related party Disclosures

;

Disclosure based standard
¥
Entities that directly or indirectly Avolies only to: Entities where individuals
contrel of controlled by of under mpara 3 {c) and {d) have
common control with the entity, significant influence.
Associate & JV'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: Disclosores:

Is it related at any time during the period?
i

¥ ¥
Yes No
Any transaction took place ie. i
transfer of resowrces or obligation 19 No
¥ ¥ . No disclosure
Yes  Does control exist? | No required.
v r Yes
Disclose the following: - :
(a) Name Bisclose the following:
{b} Relationship (2} ga;ne: i
{e} Nature of ransaction ) Re émm‘ P .
(@) Adiionsit 6F transaction Other disclosure not required.
{e} O/S balance, if any
(g} Amounts written off / back
during the period.

CA Inter | 39e | Flowcharts | Accounting Standards “



m No.1 for CA/CMA & MEC/CEC
AS—19: ACCOUNTING FOR LEASES

The lessee will get the ownership of leased asset at the end of Yes R
the lease term. g
No
y
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
A 4
Present value of MLPs substantially equals the asset fair value as Y
: ) es
at the date of inception of the lease. |
~N
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. >
Q% "
PAN\\ No
Operating lease %
Finance lease |

: 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. ¢ II'?ebc?Iqtgnize 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

A4

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 Alc.

¢+ Pattern: Constant periodic
return.

Copyrights Reserved
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[ SALE AND LEASE BACK ]

[ KEY TERMS |

TRANSACTIONS
\4
¢ 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

Q
makes P.V of gross investment just equal to \%@ to Profit and Loss Account immediately.

Fair Value of leased asset. & ¢ [If S.P.=F.V: any profit or loss
D 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.>FV.
¢ Guaranteed residual value (in respect of o 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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m No.1 for CA/CMA & MEC,CEC
RS —20: EPS (EARNING PER SHARE)

[ EPS (EARNING PER SHARE) ]

’

A \4
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.

ol
Dilutive Potential Equity share @%@ Anti- Dilutive shares
& Potential equity share is anti-dilutive:
>

if its inclusion increases earnings per

Potential equity share is dilutive: if its
inclusion reduces earning per share

or increases+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. J, Y J,
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 shares to be issued 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 pptenhal share§ to be issued for no consideration and it will be
considered. Profit shall be adjusted by | | included for calculating diluted EPS. Profit

effect related to such potential share. potential equity shares.

Number of equity share to be issued
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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)

\ 4

A

POTENTIAL EQUITY SHARES

EQUITY SHARES APPEARING BONUS ISSUE,
| IN THE BALANCE SHEET SHARE SPLIT
CONSOLIDATION
Fully+paid v ]
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

Calls in Arrears

If entitled for dividend,

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 eamning.

| include for basic EPS.

took place after

. . 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 eaming 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.

Iiartly paid g?%\)

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

Uncalled on partly paid share

To be ignored

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.

Different nominal value

Different EPS be calculated if —
having different dividend rights
otherwise convert all into same

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

nominal value term for basic EPS.

Right issue

Right Factor = Fair value per share immediately prior to right issue

Theoritical ex —right fair value per share

Aggregate fair value of shares immediately
prior to the exerciseof therights+ proceeds

Money used in business

v

If all necessary conditions are fulfilled
use it for basic EPS

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

from exerciseof therights

Theoriticd ex —right fair value =

No.of shares outstandirg immediately
after theright issue

Money not so used (kept separately)

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

'

'

Intangible Asset (I.A)
¢ Identifiable (separable)
+ Non-monetary asset
+ Without physical substance

v

Recognition criteria

¢ Future economic benefits
¢ Cost can be reliably measured

+ Should have characteristics of asset

y

The process of R & D classified into 2

phases.

+ Research phase: All expenses
incurred are to be charged as
expense as and when incurred.

¢ Development phase: Expenses
are to be capitalized if and only
following conditions are met.

v" Technical feasibility of
completing LA

Availability of resources

Intension to complete and use |.A

Ability to use

Probability that |.A. will generate

future economics benefits

(External market)

v"  Expenses incurred can be
measured reliably

AN N NN

Initial measurement at cost

Direct Purchase
Purchase price and all
directly attributable costs

y
Exchange of asset
Fair value of asset given up

N

Government Grants
Nominal value (AS-12)

NI

A\ 4
Through issue of securities
The fair value of securities issued
or a fair value of intangible asset
acquired which ever is more
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).

To MASTER MINDS,

Copyrights Reserved

Guntur
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SPECIAL POINTS

y

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
test is 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

v

<P

De-Recognition of

intangible asset

¢ Ondisposal or

¢ When no
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.

Copyrights Reserved
To MASTER MINDS, Guntur
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RS —22: ACCOUNTING FOR TAXES ON INCOME

Will Account Tncome(AD = ’]iaxable Tncome (T1 ahways?

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 secountingis to-be-done. Ignore.
Accounting f mandatory

Is AL>TH

v v

Yfis T}

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

e

Using enacted / substantially enacted rates,

DTA Special circumstances

Unshsorbed depreciation & carry forward losses:

Recognised DTA only when future Income is virtually certain which is supported by convincing evidence.
¥ Reassess unrecognised DTA every year.

Tax Holidavs:

¥ Do not recognise differed tax which iy arising and reversing during the tax holiday's period. 12 recognise only
for that which is reversing atter holiday,

¥ Consider FIPO for arising & reversing.
Minimum Alternate Tax:
> Apply only regular tax rate — not MAT rate
¥ BIAT credit=MAT paid ~ Normal Tax.
1t can be carvied forward for seroff in the future,

Copyrights Reserved
To MASTER MINDS, Guntur
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AS-24: DISCOUNTING OPERATIONS

Discontinuing operation ~
Bisclosure based siandard
s & component of an entty which

{
i

b 4
Represents 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

purpase reporting

purpose

Methods of discontinuing

. ; ;

Seiling Selling off . Terminating through
SUBSTANTIATLY n TOTAL Component’s ASSETS . abandonment;
either in INDIVIDUALLY ie. stopping the operations
SINGLE Transaction (piecemeal disposal) and (as it is) without selling its
or setthing its labilities also individually, assets/components.
DEMERGER
ar
SPIN OFF

brausfer of ownership of
component to share holders)

Once an operation satisfies the definition of
discontinuing operation

i | }

inibal diﬁciﬂsura event Every year end
% Entered into binding sale agreement Give following disclosure till completion of
Or discontinuance:
% BOD approved a formal plan and announced ﬁ % Describe discontinuance
the same % Which segment is discontinued?
{(Whichever is-earlier) Dhate 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 parties

* F, & e &,
RX S X B N R X
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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 Durposes,

Recognition %Measuremem
Initial Recognition Subsequent expenditure
Capitalise. only when there is
increment in FEBs & 1t satishies
Asset definition.
CashiCredit Barter & Issuing securities Self Generation
Pu@hase .prir:e XX Fixed -Asset given/FMV of Phases of generation
Registration fees XX securities issied f
Stamp Duty XX Or v ¥
All Direct exp related FMV of Intangible Asset R"mfh exp Development exp
to scquisition XX received whichever is clearly
+ AS 16 Borrowing Costs %{E “yvident. Chargeto P& L Capitalise only
Discount XX when s.ix criferia
- 06 XX satishied
XX Amortisation
|
Cost - Residual Value = Depreciable assat
v v
Tlseful life Method
¥

Amortise over its useful life (Rebuttable assumption -

Max. life= 10 yrs) ¢

I it is proved that it is > 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
= Lseful lives/famortization rate, amortization method
- {ross carrying amount, accumulated amortization and impairment losses
- Additions, disposals, impairment losses recognized or reversed, amortization, other changes in
earrying atnount during the period
{b). 1 amortised period > 10 yrs - Reasons for the same.
{c) Existence & carrying amount of assets whose title is restricted & of assets pledged as security for

liabihiies

{d} Amount of commitments for acquisitib;h of assets
{1 R & D recognized as expense during the period

I not possible 1o determine - Follow SLM

Copyrights Reserved
To MASTER MINDS, Guntur

CA Inter | 39e | Flowcharts | Accounting Standards



98851 25025 / 26

www.mastermindsindia.com

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?
+ A
Is it probable that an Does a possible
outﬂ% e e obligation arise which will
ilb ded | No be confirmed only on
e e occurencsarnor. | No
'gation 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 v
provision Is possibility of loss / Yes
¢ obligation remote? v
Review the provision at Q’g
each Balance sheet date. @ > No
l‘ % Yes Is disclosure of same or
Liability results in outflow No /2@20 all information as per para
of economic benefits. [« @9% 69 expected to seriously
< @@, prejudice the position of
o .
> the enterprise?
A4 ves y W P
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
y Yes Found required by para 69?
unnecessary” No
Does the
I:;\bility e_xc_:ee;l | Yes Yes v
€ provision?
b 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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