THEORETICAL FRAMEWORK

* CAPITAL & REVENUE EXPENDITURE AND RECEIPTS
' CAPITAL EXPENDITURE VS REVENUE EXPENDITURE

It is an expenditure, the benefit of
which is immediately (normally
within one year) exhausted in the
process of earning revenue.

It is expenditure incurred for the
purpose of-

(a) Purchase/ Creation / Improvement
of Fixed Assets

(b) Expenses necessary for the above
| purchase / Creation
* | (c) Increasing the earning capacity of
vk business. S
bari . .+ | Any expenditure incurred to provide a | Any expenditure incurred to
ericf O benefi iod i i i ing the current
it | Denefit over a long-term period is  provide benefit during th
vene _ | capital expenditure. period is revenue expenditure.
' i f Capital expenditure is incurred for the = Revenue expenditure is incurred to
Enhancement | purpose of increasing the capacity of | maintain the earning capacity of
‘ Vs the business. Alternatively, it also | the business.
~ Maintenance | includes an expenditure to reduce the
' costs of the business
Purchase of machine, car, furniture, Repairs and maintenance, salary
Examples etc. -| of accounting staff, etc.
" Treatment in | Capital Expenditure is shown as asset | Expenditure is charged fully in the
Financial | in Balance Sheet. Only depreciation | Profit and Loss Account.
Statement | portion is debited to P&L A/c. ]

VS REVENUE

Whether an expenditure is Capital or Revenue in nature, depends upon the following

|

| by a trader).

rchase of

factors- _ : P
Factor | Capital Expenditure if..... | Revenue ture if.
Nature of IExpenditure relates to purchase of a| Expenditure relates to pu
Business | Fixed Asset (e.g. Furniture purchased a Current Asset (e.g. Furniture

purchased by a trader dealing in
furniture).

"--—hé;:ﬁr;}in"g “4 Exﬁenditure is incurred infreqhentl{;, or

Nature  once in 2-5years (e.g. purchase of
Purpose of | Expenditure is for acquiring / creating

Expenses | capital assets or increasing their

; __ productive capacity.
Period of  Expenditure helps to generate revenue
Benefit  over more than one accounting period

Expenditure is incurred frequently /
regularly, in the normal course of
 business (e.g. Salary, Rent, etc.)
Expenditure is for maintaining the
capital assets.

income / revenue in the current

_éipenditure helps to generate)
periodonly.

Matérialﬂy Expenditure is material/significant'.'

Expenditure is not matér'ial,ﬂi.e’.
‘insignificant. |
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THEORETICAL FRAMEWORK

IR T R evenue Expenditure i |

| Purchase of Fixed Asset (Land, Building, etc.) | 1. Expenditure for replacement of worn—
2 Purchase of Second hand Asset (e.g. Vehicle, | out part of an existing asset.
Furniture, elc) |2 Regular Advertisement Expenses in
3. Overhaul Expenses to put secondhand  respect of products and services.
machinery in working condition. ' 3. Expenditure on removal of stock to
4 Repairing & Painting of Old Building  new site. _
purchased recently by the Firm. 4 Legal Fees incurred to file suit against
5. Expenditure incurred to reduce working ~ aCustomer from whom money is due.
expenses / operating expenses which |
generate long term benefits to the entity
6. Legal Fee paid to acquire new property. ‘
7 Licence Fee paid by Cinema Theatre to
commence its business. ‘
8. Cost of constructing Temporary Huts which
were necessary for Factory Building
Construction, which were demalished when
the Factory was ready.

Particulars | €3 | Revenue Receipt
Capital Receipts refer to receipts | Revenue Receipts are  maoneys
Meaning | other than Revenue Receipts. received in course of normal business
| activities and are recurring in nature.
Capital contribution by Owner,  Sales, Interest and Other Income
Example ’ Issue of Shares /Debentures, Sale | Received, Bad Debts Recovered, etc.
| Proceeds of Fixed Assets, etc.
 Capital Receipts relate to specific | Revenue Receipts relate to general
- purpose, e.g. Capital Contribution | business purpose and are not
Purpose  for commencing business or specifically identifiable to any purpose
expanding business, Loans taken | as such.
- for acquiring Fixed Assets, etc.
Effect on  Capital Receipts do not affect profit. | Revenue Receipts have a direct impact
Profit | _ - | on the profits.
' They are shown as
Disclosure | Reduction from the Asset in the } the Profit and Loss Account.

| Balance Sheet. 7 N

Question 1 (ICAI Study Material) S

State with reasons whether the following statements are True’ or ‘False’.

(1) Overhaul expenses of second-hand machinery purchased are Revenue Expenditure.

(2) Money spent to reduce working expenses is Revenue Expenditure.

(3) Legal fees to acquire property is Capital Expenditure.

(4) Amount spent as lawyer's fee to defend a suit claiming that the firm's factory site
belonged to the plaintiff's land is Capital Expenditure.
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Question 8 (ICAl Study Material)

Are the following expenditures capital in nature?

(i) M/s ABC & Co. run a restaurant. They renovate some of the old cabins. Because of this
renovation some space was made free and number of cabins was increased from 10 to
13. The total expenditure was ¥ 20,000.

(i) M/s New Delhi Financing Co. sold certain goods on installment payment basis. Five
customers did not pay installments. To recover such outstanding installments, the firm
spent 3 10,000 on account of legal expenses.

(iii) M/s Ballav & Co. of Delhi purchased a machinery from M/s Shah & Co. of Ahmedabad.
M/s Ballav & Co. spent ¥ 40,000 for transportation of such machinery. The year ending
is 31st Dec, 2023.

Solution;

(i) Renovation of cabins increased the number of cabins. This has an effect on the future
revenue generating capability of the business. Thus the renovation expense is capital
expenditure in nature.

(i) Expense incurred to recover installments due from customer do not increase the
revenue generating capability in future. It is normal recurring expense of the business.
Thus the legal expenses incurred in this case is revenue expenditure in nature.

(i) Expenses incurred on account of transportation of fixed asset is capital expenditure in

nature.
—_ Question 9 (RTP May 2018) / (RTP Nov 2019) / (RTP Nov 2020) / (RTP Nov 2023) {Similar)
Classify the following expenditures as capital or revenue expenditure:
(i) Amount spent on making a few more exits in a Cinema Hall to comply with Government

orders.
(i) Travelling expenses of the directors for trips abroad for purchase of capital assets.
(i) Amount spent to reduce working expenses.
(iv) Amount paid for removal of stock to a new site.
(v) Cost of repairs on second-hand car purchased to bring it into working condition.

Solution:
(i) Revenue Expenditure (i) Capital Expenditure (i) Revenue Expenditure if short term

benefit and Capital Expenditure if long term benefit to entity (iv) Revenue Expenditure (v)
Capital Expenditure
__ Question 10 (RTP May 2018) (RTP May 2021) / (RTP Nov 2021) S

Classify each of the following transactions into capital or revenue transactions:
a) Complete repaint of existing building.

b) Installation of a new central heating system.

¢) Repainting of a delivery van.

d) Providing drainage for a new piece of water-extraction equipment.

e) Legal fees on the acquisition of land.

f) Carriage costs on a replacement part for a piece of machinery.

g) Inauguration expenses of a new manufacturing unit in an existing Business,

Solution:
(a) Revenue Expenditure (b) Capital Expenditure (c) Revenue Expenditure (d) Capital
Expenditure (e) Capital Expenditure (f) Revenue Expenditure (g) Revenue Expenditure t
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Question 11 (RTP May 2019}

Classify the following expenditures and receipts as capital or revenue:
() X10.000 spent as import duty on machinery purchased -
(i) Amount received from debtors during the year. .

(i) Cost of testing whether the equipment is functioning properly.

(v) Insurance claim received on account of machinery damaged by fire.

Sotution
() Capital expenditure (ii) Revenue receipt. (iii) Capital expenditure. (iv) Capital receipt.
Question 12 (RTP May 2020)

Classify the following expenditures as capital or revenue expenditure.
(i) Money spent to reduce working expenses.

(i) Amount spent as lawyer's fee to defend a suit claiming that the firm's factory site
belonged to the plaintiff's land.

(i) Rings and Pistons of an engine were changed at a cost of 5,000 to get fuel efficiency.

(iv) Compensation of ¥ 2.5 crores paid to workers, who opted for voluntary retirement.

Solution
(i) Capital expenditure if long term benefit (ii) Revenue expenditure. (jii) Capital expenditure.
(iv) Revenue expenditure.

Question 13 (RTP May 2022) —— — -

Classify the following expenditures as capital or revenue expenditure:
(i) An extension of railway tracks in the factory area.

(i) Amount spent on painting the factory

(iii) Payment of wages for building a new office extension.

{iv) Amount paid for removal of stock to a new site.

(v) Rings and Pistons of an engine were changed to get full efficiency

S0lution

(i) Expenses incurred for extension of railway tracks in the factory area should be treated
as a Capital Expenditure because it will yield benefit for more than 1 accounting period.

(i) Painting of the factory should be treated as a Revenue Expenditure because it has been
incurred to maintain the factory building.

(i) Payment of wages for building new office extension should be treated as Capital
Expenditure.

(iv) Amount paid for removal of stock to a new site is treated as a Revenue Expenditure
because it is not enhancing the value of any asset.

(v) Expenditure incurred for changing Rings and Pistons of an engine is a Revenue
Expenditure because, the change of rings and piston will restore the efficiency of the
engine only and it will not add anything to the capacity of the engine.

Question 14 (RTP Nov 2022) - - S ———

Classify the following expenditures as capital or revenue expenditure:

(i) Expenses incurred to keep the machine in working condition.

(i) Registration fees paid at the time of purchase of a building.

(iii) Expenses incurred for advertisement in newspaper.

(iv) Amount spent on renewal fee of patent rights.

(v) Cost of repairs on second-hand car purchased to bring it into working condition.
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Solution

(i) Revenue Expenditure. (i) Capital Expenditure. (i) Revenue Expenditure. (iv

) Revenye
Expenditure. (v) Capital Expenditure.

—— Question 15 (RTP May 2023

Classify the following expenditures as capital or revenue expenditure:
(i) Insurance claim received on account of inventory damaged by fire.

(i) Amount spent as lawyer's fee to defend a suit claiming that the firm's factory site
belonged to the plaintiff's land.

(iii) Travelling expenses of the chief financial officer
machinery.

(iv) Dividend received from XYZ limited during the year.

on trips abroad for purchase of special

Solution

(i) Revenue Receipt. (i) Revenue Expenditure. (iii) Capital Expenditure. (iv) Revenue Receipt

~— Question 16 (MTP Dec 2022)

Classify the following expenditures as capital or revenue expenditure:
() Amount spent for replacement of a petrol driven engine by CNG kits

(i) Travelling expenses of the directors for trips abroad for purchase of capital assets
(i) Amount spent to reduce working expenses
(iv) Insurance claim received on account of inventory damaged by fire

(v) Expenses incurred on the repairs and white washin

g for the first time on purchase of an
old factory.

Solution
(i) Capital Expenditure. (i) Capital Expenditure. (iii) Capital Expenditure (

assuming long term
benefit) (iv) Revenue Expenditure. (v) Capital Expenditure
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GENT ASSETS AND CONTINGENT LIABILITIES

Conlmgem:y A situation, which has not actually occurred but which is expected to happen

Y OF SIGNIFICANT TERMS

in the near future.

| iability Obllgallon to pay for any expenses / losses ie. It repreéents outflow of
| business resources. Present financial obligation of an enterprise which
] arises from pasﬁ events

Probable  Chance of occurrence of an event 's 50%. e an event is “more hkely to
i ha '
ppen

Possible * Chance of occurrence of an event is < 50% ie. an event | may or may not
. happen It cannot be determined.

‘Obligation

| Present l An obhgahon which is prebable e it is more than likely that such obllgatlon
exists on the date of balance sheet is called "Present Obhgation

Possible | An obllgatlon which is not probable i.e. on the balance date, it is is not hkely

. Obligation | that such obligation may arise in future

Meaning

A Provision is "a Present Obligation, as a result of past events, which

and a reliable estimate of the amount of the obligation can be made"

Features

| leads to probable outflow of resources embodying economic benefits i

(a) Provision is a present liability of a certain / uncertain amount.

(b) Provision can be reasonably measured using a substantial degree |

~ of estimation.

Tre atment

Impact on Profits

Journal Entry

| expenses and losses)
Credit Aspect; Provision i1s a liability payable in future. Hence, it is !

| (b) Provision for Warranties

| (d) Provision for Bad and Doubtful Debts

Prowsmn should be recognized in the Books of Account.

Provision represents liability for expense/loss; So, Provision reduces
the profit.

' Debit - Profit and Loss A/c Dr.

Credit - To Provisions for Liabilities Alc
Debit Aspect Provision is an expense / loss, which reduces the pm
f the enterprise Hence, Profit and Loss A/c is debited. (Debit all |

|
credlted

Provision is either ‘shown (a) on the liabilities side (or) '(b) on the|
assets side - as a deduction from the relevant asset

| (e) Provision for Guarantees Gwen \, when the ortgmal ‘debtor becomes |

insolvent.

|
(c) Provision for Discount on Debtors |
|
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ent Obligation
i A Possible Obligation PfE‘Sl vents but is not recognized
‘ That arises from past events and the That arises from pazeia:se -
existence of which will be confirmed only

flow of resources
| e it is not probable that an o_ul b
| embodying economic beneflts.WI e req
settle the obligation, or
reliable estimate of the amount of obligation cannot

be made

by the occurrence or non—occurrence of | Or |
ane or more uncertain future events not
wholly within the control of the enterprise

Note: Possible Obligation is always a Contingent Liability, whereas Presen't leigatlon
becomes a Contingent Liability if the recognition criteria of Provision are not satisfied.

[ e ; Elements
Possible obligation
| Present obligation from past events
_ Expected outflow -
Measurability

i (usin_g‘isubstrann_al degree of estimation)

i
i

L
2.

3
4.

o

5. Whether: Provision(P) or Contingent Liability €L) P cL  cL  cL L

»

"1 Recognition | a Contingent Liability. o
I CLOSED in the notes to accounts

. Disclosure | unless possibility of outflow of a resoy
i
|

s | Contingent Liability should be periodically reviewed. On such review, if the |
' 8 Periodical | character of the Contingent Liability is found to be changed ang thell'e isa
' Review probable outflow of resources, the

n it will be reco nized as Provis; |

W |treated accordingly. o ? Hisien andl
; Contingent Liability will NOT AFFECT the profite of the concern, as i ic nor
; fl"jgfdﬂ _| accounted in Books. encern. as it is not

£ e Claims against the busiﬁéés, hé
» Guarantees given, if the princip

t acknowledged as debts
al debtor js solvent

; * Uncalled Liability on Partly Paid shares

" 5 Examples |+ Arrears of Fixed Cumulative dividends

S| *Liability on Bills Discounted

A Contingent Asset is a POSSIBLE ASSET that ari -
: 35 existence of which will be confirmed anly by Qccuarrlses from past events,

u Fence /
- of one or more uncertain future events, not wholly Wmfe # Non-occurrence
_ enterprise. ' the control of the |
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An enterprise SHOULD NOT RECOGNISE a Contingent Asset due to
~ CONSERVATISM Convention. Because this may result in recognition of;
. Income that may never be realized. ' |
- Contingent Assets will not affect the profits of the enterprise as it is not
accounted in the books.

If the realisation of income is certain, then it is not a Contingent Asset and
the same shall be recognized in the Financial Statements.

Contingent Assets should not be disclosed in the Financial Statements but |
may be disclosed in the Report of the Approving Authority. B
e Unplanned or unexpected events leading to possibility of inflow of 5
economic benefits 1

l

|

e Expected Gain from a legal suit.
Insurance claims for damage of a property

PRINCIPLES BEHIND PROVISIONS, CONTINGENT LIABILITIES AND ASSETS

- Matching Concept, Conservatism Convention
2 Contingent Liability Full Disclosure Concept
3. Contingent Asset ~ Conservatism Convention

Provision

L
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F 'Accounrrms POLICIES

1. Accounting Policies refer to - (a) The specific accounting principles and (b) the methods
of applying those principles adopted by the enterprises in the preparation and
presentation of financial statements.

2. Example: Inventory is valued at Cost or Net Realizable Value, whichever is lower. This is a
principle. Cost can be determined either by First in First Out (FIFO) method or Weighted
Average Cost (WAC) or other suitable methods.

3. Need for disclosure: Accounting Policies should be disclosed in the Financial Statements
due to the following reasons-

(a) To promote better understanding of financial Statements

(b) To provide meaningful Inter-Firm Comparison.

(c) To ensure compliance with Law, for example in case of Companies, disclosure is
mandatory.

1. Alternative accounting policies: The different circumstances in which enterprises operate
and the situation of diverse and complex economic activities of the company has given
rise to acceptability of alternative accounting principles & methods of applying those
principles.

2. Decision Making: The choice of the alternatives principles & methods calls for
considerable judgment by the management of the enterprises.

3. Reduction in alternatives: Various statements issued by ICAl, together with the measures
of Governments, other regulatory agencies, etc. has reduced the number of acceptable
policies can at best be reduced, not eliminated, as different enterprises operate in
differing circumstances.

4. Illustration List of areas of alternative accounting policies.

(a) Conversion or translation of foreign Currency items.
(b) Treatment of - (i) Expenditure during construction.
(¢) Valuation of - (i) Inventories, (ii) Investments.
Note; Generally Companies disclose these accounting policies in the Notes of Accounting.

1 True and Fair View: Primary consideration in the selection of Accounting Policies is that
flnanmal statements prepared & presented should represent a true & falr wew as under-
- d-dﬁfl:‘ sheet f Of the State of Affairs of the enterpnses ‘as on a certam date

o i
| Profit & Luoss Au mm* i 0f the F’rofn m Loss for the period ended on that date B v‘

7 Factors To select & apply accounting policy, the foillowing points are considered
{(Secondary Consnderattpn) 7 ] -
{4) Prudence ; (b} Substance over form (c) Materiality
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have to be consistent from year tq

3 Change : dalicies ounting policies
ge i Accounting Policies. Act ] 1 following situations-

o he . e
year However, change in accounting policies can be made in th e or
: : atute,
(a) I the adoption of a different accounting policy is required by
(b) For compliance with an Accounting Standard, or

(¢) It it is considered that the change would result in a more
the financial Statements

appropriate presentation of

,VM’c g 20

I Disclosure of Accounting Policies: All significant accounting policies adopted in the
preparation and presentation of financial statement should be disclosed to facilitate
better understanding of the financial statements

2. Place of Disclosure: Disclosures should form part of the financial Statements. It should
be disclosed at one place, instead of being scattered over several statements.

3. Change in Accounting Policies' Change in an accounting policy should be disclosed-

(a) When such change has a material effect in the current period and
(b) When such change is reasonably expected to have a material effect in later
periods.

4 Manner of Disclosure of change in accounting policies:

. EffectmCurrentPorig Expected Effctn laer periods

. lmpaci of change on Profit/Loss & Balance | = The fact of such change, and
Sheet items in the current period should be . * The fact that it is likely to have effect
| guantified, to the extent ascertainable. , in later periods. ;
s Where quantification is not possible, either = Should he appropriately disclosed in the i
, wholly or in part, the fact should be disclosed ' period in which the change is adopted ‘

Case

“Change in accounting policy may have a material effect gn the items of financial
statements.” Explain the statement with the help of an example.

Answer
Change in accounting policy may have a material effect on the items of fin
For example, if cost formula used for inventory valuation is changed from
to FIFO, or if interest 1s capitalized which was earlier not in practice, o
amount of interest is changed to inventory which was earlier not the pract
increase or decrease the net profit. Unless the effect of sych change in
guantified, the financial statements may not help the users
necessary to quantify the effect of change on financial «
tiabilities, profit/loss.

Examples in this regard may be given as follows: "Omega Enterprises re
policy relating to vatuation of inventories to include applicahle productia

ancial statements.
weighted average
rif proportionate
ice, all these may
accounting policy is
of accounts Therefore, it is
tatement jtemsg like assets,

vised its accounting
A overheads ”
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and events are measured

Measurement i1s vital aspect of accounting Primarnily transactions
at which an

i terma of money Measurement is the process of determiming monegy value
element can be recognized in the balance sheet or statement of proht & loss

The 1 elements of Measurement discipline and how accounting satisfies these elements are
under

Elements /Conditions | Does Accounting satisfy the condition?

nting

I Identification of objects or  Financial transactions & events aie measured in accou
events to be measured Non-financial transactions, however significant are not
considered
7 Selection of Standard or ‘The ruling currency of the country 15 used as the basis of
Scale to be used ‘money measurement, in accounting, however
‘(a) Money is not a stable scale having universal applicability.
(b) Exchange rates between different currencies are not
| canstant.
7 Evaluation of dimension of  Money as a valuation base loses its value over period ime
measurement standard 'Hence, it is not stable in the dimension

“anclusion: However, Accounting is not an exact measurement discipline because
n mostly in money terms which i1s (a) not a stable scale (b)
d (c) not stable in dimension for comparison over time

sccounting measures informatio
Not having unmiversal applicability an

rION PRINCIPLES) IN ACCOUNTING

The measurement bases or _val\u_a_tqpqﬁpr_rnrncip’les used in accounting are-

= Base L Ml o V"WEM

b —

"
Y 79 ipeik

R A R B

~ (Cash or Cash equivalent paid at | Proceeds received in exchange for the
" the time af acquisition - obligation or the amount of cash/ cash
lequivalent expected to be paid to
[satisty it . the normal course of
business
Undiscounted amounts of cash and
cash equivalent that  would be
. equivalent asset was acquired | required  to  settle  the obhgation
currently currently
Cash or cash eguivalent that  Undiscounted amounts of cash & cash
Ccould currently he obtained by equivalent that would be required to
Lething the assets in an orderly | settle obligation i normal course of
disposal | business
Prasent Vaite | O enent Discounted  Value of Present Discounted value al cash
: cash inllows expected to be outflows expected te be required to
dqerived from wuch assets over  settle the habihities in the narmal

useful bife course ol business

&r""ﬂiﬁafﬂcht 3
™ coet

| rash and cash equivalent which
o to be paid if same or an

Yatue ‘
{SALE ANGLE)

iy
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Note: Different measurement bases are used according to suitability (i.e. the situational
need) to depict the true and fair view of the financial position of the reporting entity.

cxample

Mohan purchased a machinery amounting ¥ 10,00,000 on 1st April, 2005. On 31st March,
2023, similar machinery could be purchased for ¥ 20,00,000 but the realizable value of the
machinery (purchased on 1.4.2005) was estimated at ¥ 15,00,000. The present discounted
value of the future net cash inflows that the machinery was expected to generate in the
normal course of business, was calculated as ¥ 12,00,000.

1) The current cost of the machinery is (a) ¥10,00,000. (b) ¥ 20,00,000. (c) %15,00,000.
2) The present value of machinery is (a) ¥10,00,000. (b) % 20,00,000. (c) ¥12,00,000.
3) The historical cost of machineryis  (a) %10,00,000. (b) X20,00,000. (c) ¥15,00,000.
4) The realizable value of machinery is (a) ¥10,00,000. (b) % 20,00,000. (c) ¥ 15,00,000.

(a) Meaning: “Accounting Estimate” means an approximation of the
absence of a precise means of measurement.
As a result of uncertainties inherent in business activities, m
items cannot be measured with precisions but can only be
reasonable estimates is an essential part of the Preparation of fj
does not undermine their reliability.

(b) Exampte:
» Estimate of bad debts
» Useful life and Residual value of depreciable assets
» Estimates of inventory obsolescence

(c) Change in Accounting Estimate: Change can occur in the follow
» As aresult of new information
» As aresult of more experience
» As aresult of subsequent development

amount of an item in the
any financial statement

estimated. The use of
nancial statements and

ing Scenarios:
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W'Accounting standards are written policy documents issued by expert

accounting body or by government or other regulatory body (e.q. MCA

Meaning !ssuing AS for corporates in consultation with NACAS) covering the

‘aspects of recognition, measurement, presentation and disclosure of
accounting transactions in the financial statements

- ’w"r‘n;oig]n-lllDli';ibf events and transactions in financial statements.
» Measurement of these transactions and events.
| » Presentation of these transactions & events in the financial statements
ISsues dealt by |  in a manner that is meaningful and understandable to the reader |
AS '~ The disclosure requiremente which should be there to enable public at
~large, the stakeholders and potential investors in particular, to get an |
| insight in to what these financial statements are trying to reflect and |
j thereby facilitating them to take prudent & informed business decisions.
4} ~ The primary objective is to establish standards which have to be |
. complied with to ensure that the financial statements are prepared in
accordance with generally accepted accounting principles. ‘

, .

Objectives | ~ To provide a standard for the diverse accounting policies and principles. |

‘5 ~ To eliminate the non-comparability of financial statements. 1

i‘ ~To increase/improve the reliability of the financial statements f

! ‘I ~ To provide standards which are transparent for users. |

- “ ~ Standardization of alternative accounting treatment (Reduce/eliminate {

. the confusing variations in the accounting treatments used to prepare |

Benefits the financial statements) !

Ke Requ¢rement fqr additional disclosyres, (disclosures which are not |

‘ statutorily required) |

| | - Comparability of financial statements. |

e e i S

| | ~ Difficulties in .njgklng choice between different treatments ) j
- ~ Lack of flexibilities

T | ICAl has constituted the Ac]:ou‘n_tﬁa-sﬁtagngd;l?dﬁﬁaaﬂ (ASB) in 1079 1
B ulation of | responsible for sett_lng accounting standards. Although : ,
! el AS constituted hy council of ICAL it is independent in the fg ASB is a jody

f formulated by ASB without consulting with the Asg sens in the draft AS |
B e Identification of area (where standardizgt;[{n‘{s",;gqaifrea) :
-~ Constitution of study groups (for research)
| » Preparation of draft and its circulation
|~ Ascertainment of views of different bodies (|
Pracess 1 ~ Finalization of exposure draft (like SEB, CBDT, C&AG
| » Comments reviewed an exposure dr
'~ Modification of the draft
Issue of AS
» For Non Corporate Entities by ICA)
» For Corporate Entities by Central Governmem of India

)

aft (public cnmments)

A

N
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Effects of changes in Foreign Exchange| 26
Rates I
12 Accountmgfor GovernmentGrants 27
13 Accountmg forlnvestments_ _ _ 28 |
mation | 29

14 Accounting for Amalga

15 LEmployee Benefits - |

__ OVERVIEW OF ACCOUNTING STAN

SR A?T—ITLE T % TS
 Disclosure of Accounting Policies 16
Valuation of lnventorrles BT
Cash Flow Statements o BT

‘Events Océdrrmg after Balance Sheet 19
Date

-

THEORETICAL FRAMEWORK

!‘DARD (AS) IN INDIA

AS TITLE

Borrow_lngCosts
_Segment Reportmg
Relaled Party | Dlsclosures

Leases

Ea'riniﬁ'g';’siP_efShrére

_m(fti:tnsolidatréd Financial Srtatén;éiri\?tsi‘
(CFS)
Accountmg for Taxes on Income
" Accounting for Investment. inﬂi
Assocuates In CFS

‘ Dlscontlnumg Operatnaﬂs '

%“i_niténdi_tilé assets

Fmancnai Reportmg “of Interest in |
| Joint Ventures

Impa|rment of assets
Prowsmns Contmgent Liabilities and

' Contingent Assets
! Al il v

page 14Y




{ "type": "Form", "isBackSide": false }


{ "type": "Document", "isBackSide": false }


{ "type": "Form", "isBackSide": false }


{ "type": "Document", "isBackSide": false }


{ "type": "Document", "isBackSide": false }


{ "type": "Document", "isBackSide": false }


{ "type": "Form", "isBackSide": false }


{ "type": "Form", "isBackSide": false }


{ "type": "Document", "isBackSide": false }


{ "type": "Document", "isBackSide": false }


{ "type": "Form", "isBackSide": false }


{ "type": "Document", "isBackSide": false }


{ "type": "Document", "isBackSide": false }


{ "type": "Form", "isBackSide": false }

