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AS 1- DISCLOSURE OF A/C POLICIES
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Meaning of

s o Polie .
\ccounting Policy AS<

Q Basic Requirements of

“Fundamental Accounting
Assumptions”

. g”&-ﬁ—-ﬁ ! i 1 _ I _
Principles : ] All Significant Such Disclosure Going Consistency Acerual Consider Following 3 Principles
* the Methods of applying Alc Polici 4
st ¢ Policies Disclosure  shall be made Concern to select any A/c Policy for
.‘E adopted by  shall form part  at One Place v v v any Transaction or event
Adopted by enterprise in entities should  of Financi i i i TR
<oy . of Financial h Business will run Entity has Financial |
i Presentation be Disclosed Statements For Foreseeable followed same A/c  statements are | | |
of Financial Statements @ ﬁ Under Future Policies which it  prepared as per Substance over Materiality Prudence
b Financial had Followed  accrual Basis not Legal form 3
So that userscan ~ Without the Statements in the last year as cash Basis v « 4
Examples :- Understand & disclosure disclosure is ;
; Ale Policy should
RoaansiRtie 1 Analyse the of A/c Policies, generally made . . Always Consider Select the A/e canm._w_. Mwuw m..
1) Inventories Valuation Finsncisl Fiasacial oa ®Nbtes to 1) No Specific disclosures are required if above the m:—.mn.»ann of Policy based :
Method .i el vy Statements & take Statementsare = Accounts & fundamental A/c Assumptions are Followed M“ﬁ_MMM_:m”M“ﬁ m.u ﬂﬁ«lv— MMWMMMEQ
m = o¢ p .
Proper decisions treated as Significant ac
2) Cash Flow S incomplete Alc Policies 2) If Fundamental A/c Assumption are not Lesses or outflows
P u.HMenﬂw.nEnE Statements” followed by entity than Fact Should be disclosed. of future
Direct Method &
Indirect Method
o Change in Accounting Policies
- [ |
- Entity can change its A/c Effect of change
- Policy when any one out of in A/c Policy
. three Conditions are Satisfied :- |
| ]
(Df ©n . O _ e Material in Non-Material
Adoptions of Adoptions of Change in A/c Current in current Period
different A/c different A/c Policy would Period but Ascertainable
Policy is required  Ppolicy is because  result in more | in later Periods
—u! Law/Statue of Oe—:—v_:—:no appropriate { | @
with Accounting  presentation Amt Amt not
Standards of Financial Ascertained Ascertained ”,““- ems_»ah_.
Statements. CRRAEE
Requirement atements ! A % oy e

Amount to be
disclosed

amount is non-
ascertainable
should be disclosed

be disclosed in
Current
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AS 2 - INVENTORIES

- e e

1) Trade Dis. vs. Cash Discount

;gr. In Proces g, [ 1) WIP under Construction Depends on
lein of or Supplies contracts (AS-7) Lower of Nature of Inventory E I ] ¥ Y
con Consid Not to Consid 4
mv :...:.. for Service Providers \ / nwnm <<.__=..= R “_._.ﬂmns__zu_:& _— R
uch as Software Development paen et 2) Conversion of PPE into Inventory
Consultancy, Medical Services ANCEOrdnAly actually to NRV h '
Interchangeable sold When such PPE is sold regularly after
3) Shares, Debentures & other v By way of using in the ordinary course of business
Securities held on stock in Trade SpRe U RIHAtAdON While Valuing  Depreciation
Method By way of Closin Sale of such PPE shall be booked as
4) Livestock, Agriculture & (Cost sheet of each Debitingto  §gock m» NRV sale of Inventory on Gross Basis
Rorest Prod : TR & every inventory Trading Alc ol g
o __‘aave_d“.w ucts inera iitallibe fakentdnto i 3) Spares/Tools/Equipments used in PPE
s, gases.
(They are measured at NRV) s eration) v « «
Ordinarily ; If m.~ fulfills If it mr.eq not E.:.__
« Interchangeable 2.:2._»«:— AS-10 the a_.zﬁ._ﬂ of AS -10
@ OR v\ /A Then treated as PPE
NRV Historical Non-Historical SISEEATEC 5 X220 Expenses out as
COsT Estimated SP (-) Cost to Sale Approach Approach Ry Inventory
Parchase Price + component only if amount as per AS 2
Conversion Cost + Other Cost ; \ R SN
Estimate NRV_Best evidence:- Retail  Standard Cost : " ’
Allocation of Cost to Joint Products

& By-Products

m-_aga.:p:o..wmans _A,:‘, .
v\ / | osso_:ﬁ k Q

¥ : »v‘ﬂ s [ _ mm_cxs to E.e% ’
NRV of NRY of WIP NRV of Raw material : e = _
Fixed Variable  Finished Goods NRV of FG not measurable w_mm.,% nW ﬁ._”m__” _ Joint Products By Products
OH OH Est. SPof FG  (-) Est. Further Cost adjusted with , v v
fl {  ()CosttoSale toComplete gt
b =) C GP% are taken and Allocate the total Cost NRYV of By-Product
gzs.ﬂ-— e>=8.§- o] IfNRV of If NRV of they are regularly of Conversion in ratio of shall be reduced from
Canacity ¥G is higher  FG is Lower iﬁ»ﬁhﬂ:ﬁ%ﬁm reviewed based on relative Sales Value cither at  Total Cost to value the
el than Cost « wide variety revised prices 1) Stage of Production Process  Cost of Main Product
v Mot of Products with - when Products becomes
R gﬂ-p.l; - Separately Identifiable
“.-_"—--_n:s Replacement Cost or similar margin g 0..-. o
Actual Cost O Cost of RM 2) at the Completion of
Production

whichever is Lower

P N SN AN
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AS 3 - CASH FLOW STATENMENY
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Q Methods of Preparing Cash
Flow from Oper. Act.

CFS to be Prepared by Owar v v R ’
all Companies Operating Financing Investing Direct
ﬁ Eiﬁrs« ts 25«53 >&Has Activities Method
Y v
Except :- Held for Meeting Main Revenue  Activities Related Outflows to Major class of
a) One Person Co. (OPC)  Short Term Cash Generating to Capitals & acquire Resources Receipts & Payments
b) Small Co. Commitments & activities of Borrowings (Assets) for are directly taken
¢) Dormant Co. includes Short an enterprise Generating Future into Consideration
Term —.:MRESQ? @ Cash Flows & Incomes «
* Investments Must be  Examples :- Example :- musiv_«ou - Identify all cash
easily Convertible into® Sale of Goods/ ¢ Issue/Buy Back ¢ Purchase/Sale Collections &
Cash Services of Shares/ Ot Eized Aosats —.»musa_.a.ﬂa_»»aa
* Has low level of Risk © Fees/Royalties Securities * Investment in Maawmﬂ.“.an
in Changes in Commission ® Redemption of Securities/Shares
Market Value * Paid to Suppliers Debentures or  ® Income from above
of Goods/Services Bonds Shares/Securities
Generally, Invst. having short ¢ Interest paid ® Dividend Incomes
Maturity of 3 months or less on Borrowings
are Cash & Cash Equivalents.

® Bank Loans

® Dividend Paid

-}

Indirect

(1) Foreign Currency Cash Flows ;-
Method

_IVz_:ﬁ be recorded in
Reporting Currency

FC Amt. X Ex. Rate on date
of Cash Flows

(2) Companies having Financial Activities
as Main activity then :-

Dividend Received

Interest Paid/Received

shall be covered under Operating Activity

(3) Taxes on Income :- Must be reported

under Operating Activity except if it

could be specifically related to Investing/

Financing

Example : - Capital Gain on sale of Asset
shall be transfer to Investing Act.

(4) Acquisitions/Disposal of Business

v v

1 Start either with 2 Eliminate Non Cash

NPBT (or) Items
NPAT (or) «
Retained Profits " for Tax (if
v from Retained Profit or NPAT)
Retained Profits=  * Dividend Payable (if started
Chong Resarves from Retained Profits)
Reserves * Depreciation always
Y0pesy « Transfer to Reserves Like GR
(if started from Retained profits)
+ Revaluation loss on FA
Transfer to P&L (AS-10)
* Prem. on redemption of Debn/
ggﬁlﬂa& from

v v

3 Eliminate Non 4 Working Capital

Operating Items - changes adjustments
* Interest Exp, (Fin,) «
* Interest Income (Invst.)
Gain / Loss an Sale if CA?T = Deduct
:.-__-na:.aﬂ to P&L " CAV = Add
(No need to Eliminate nr» o
0 0 na S
Gains/Losses if irectly CL¥ = Deduct
transfer to
Cap. Reserves)

5 Tax Paid shall be

Units/Subsidiaries :-

' . y

N > S sstine
6 Any Extra-Ordinary lust be shown as Investing

deducted at Last item not related to Activities Separately
under Invest/Fin, Act shall
Operating Act, be +/= at Last

'

(If Extra-ord. Income/ Exp. is
already transfer to P&L a/e
then first its effect must

be eliminated from Oper. Act)

Continued to next ... _
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h Inflow
ns Cash Generated

If nothing is specified about
Cash Sales & Cash Purchases
then we would always
assume the Total Sales &
Purchases in Credit Only.

Net Cash Outflow
means Cash Used

Tax Paid shall be shown under

Cash Flow from Operating
Activities after all Adjustments
(Sabse Last me likhna hai)

TAX A/c

To Opening Balance of Advance Tax | By Opening Balance of Provision for Tax

Pre-acquisition Dividend

received on Investments

Should be deducted from

To Cash Payment of Tax
To Closing Provision for Tax

By Tax Provision made in CY thru P&L
By Closing Bal. of Advance Tax

0 Treatment of Dividend

Decls

d or Payable

L

Opening Dividend in BS
Must have been paid in CY
i.e, Cash Item Should be

deducted under Financing Act.

!
Closing Dividend in BS
Non-Cash Item, it should
be eliminated from NP after
Tax or from Retained Earning
under Indirect Method.

el

S S

S St S R

If Debentures are shown in BS
with % of Interest is also given
even if nothing is mentioned
about interest then also we
have to make adjustment

Investment A/c while preparing
the Investment A/c in working
note and also it should be
eliminated from NP.

It is not income, it should be
deducted from Investment A/c.
If it is wrongly credited to P&L

then add back from NP

If Debenture or Pref. Shares
redeemed during the year
IR MEENITNN if Such premium is

then in such case P m shall be
added back under Operating

If Nothing is mentioned then
always assume that Premium
is not written off in the P&L A/c

Investing Activities
If such grant is amortised in P&L
Then less back under
Operating Activities

L

For Revenue Expenses
Operating Activities,

If Already transfer to P&L
then no need to eliminate under
Indirect Method.
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After the BS date & Adjusting Event Non- Adjusting Event Adjusting Event Non- Adjusting Event
Before the Date when Fin. Stat. are Approved h e H ﬁ
is called Events Occurring After the BS Date

Those that Conditions not 1- Adjust Related Only Disclosure is
provides evidence existing on BS date Assets/Liabilities Required in
& of Conditions & Notes to A/C
1 existing on BS date 2- Second Effect on
| 1111 | Instead, New P&L a/c

5 2 Condition arise H
ccurrence o
ati
01/64/20xx 31/03/20xx 30/06/20xx s e ik
Beginning of FY BS Date FS approved by BOD condition already
existing on BS date

For Example-
Recognise Loss or Make
Provision in the Books

o 0
v v I ]

v
Dividend Declared Going Concern affected SRETS : DTN,
after BS Date due to occurence of Adjmting Event Nes-Adjuating Event
@ Non-Adjusting event & k

iod

Treat Contingent ﬁ 1. Insolvency of Debtors L z.nwsaao_. in the Value
Liab. on BS date & Tre 2 2, Litigation Settlement after the of Investments ;
at Adjusting 2. Fire occurred in the premise
discloscon BS Date  gyent & Adj the all the Assets & wmw””ﬁn,wmmﬁ%wwﬂz o
~
M.ﬂ-"____ﬁa_«d e 3. Detection of Fraud or
el Error after Reporting Period
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All Items o—. Profit & reuu Consist of Income or Exp. of P.Y. Estimates
Income Exp. are Recog. _ arise in C.Y.
e PRI I ] Due to ERROR OR OMISSION v
« « Approximation of
P/L from Extra-Ord. - Amt. when measurement
except any other  Ordinary Act. Items Ex:- basis is absent
AS Requires « « 1) Wrong % of Depreciation «
otherwise 2) Wrong Provision of any Exp.
Ordinary Act. SlIncome or Expenses Disclosure:-
Means main  Clearly distinct from v ~Nature & Amt,
Revenue Ordinary Activities : having material
Generating 2Not expected to recur Separately Disclose impact on Current
Activities frequently the Zw::a & Amt. in P&L & Future yrs.
« « and in Notes to Accounts
Disclose separately Al S ) - If not Quantifiable
such items if according Es«_.v.u Eppraicly then Disclose Fact
to Nature or Size it is EMMA.H@:E % Amt
Imp. to explain the ol X e «
Performance of Entity ) i Ex:- Change in
« « - Provision for Bad Debts
Schedule I1I also - Life of Depreciable Asset
[ Examples of Exceptional requires to present
_ 1 RB.-&.: f Stock Extra-Ord.Items - ) « .
| 1) S&Iﬂrﬁ Cost o separately Neither Prior Period Item
Nor
uv —.Enu&o- Settlement For Ex.:- Extra Ordinary Item
3) Dispesal of Vixed Asects S Loss due to Earthquake ¥
.b-nqval Investments 20t Geant Refid SO,

2 VRS exp.

B
Policies
Departure from
previously adopted policies
|
v OR | OR ]
Required by  To Comply For more
Statue with any AS Appropriate
requirement  Presentation of E.S.
Disclosure:-
- Changes having
material impact

- Impact not in
CY but in future

- Disclose in year
of adoption

'

Ex:- Q::_ma in Zm\:_ea 3.
Inventory Valuation

ey
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Method Is Outcome of Contract

o

Accounting in the books of Contractors Rece¢ ion of Revenue Estimated Reliably
Types of Construction Contracts Combining & Segmenting v y
| | R ise R Yes No
v [« v [« M:w Mcmm._m” oM Mﬂ_ﬁm_anea Continue with ‘% of Revenue to be Recognised
Fixed Price Cost Plus Two or more Contracts A Contract of Multiple Assets BesEE A Completion method’ for =
Contract Contract shall be Combined if - to be treated Separate Contract « Revenue Recognition Cost incurred till date to the
(Full Price or Fixed (Cost + some % of (a) Negotiated as a Single for each Asset - if How to Measure Stage itent Racoverdiii i
Price P.U. of output ) fixed amount) Package (or) (a) Separate Proposal for each Asset & of Completion? No Profit/Loss 3
(b) All Contracts are Part (b) Separate Negotiation & (2 ways) .
of Single Project (or) (c) Ability to Reject/Accept partly & 1) Cost incurred till date
(c) All Contracts are (d) Cost & Revenue Identifiable +

Performed Continuously

f By
Contract Revenue Contact Cost
Initial Agreed Amt Direct Specific Exp.
(+/-) (+)
Variation Amt Allocable General Exp.
(#) (*+)
Claim Customer Specific Exp.

(+)

Incentives (if any)

(-)

Incidental income (not

(+)
Escalation Clause
()

Penalties

G—n—i—& in contract nmé._:mt

¥

A\

of Each Asset Total Estimated. Contract Cost; or

If Additional Assets are Introduced
in Existing Contract

2) Survey of Work Performed

(Based on Engineer Report) Disclosure Re

« « - 1. Contract Revenue & Contract cost
Treat Separate Contract Combined Contract 2. Stage of Completion-Method followed
1. Differs Significantl « 3. Amt. Payable to Customer & Receivable from Customer

quirement

in Design/Technology/Function (or) > Otherwise 4. Adv. Received from Customer
2. Price Negotiated Separately R et D Gt
6. Profit recognised
Actual cost If Estimated total
Incurred A Contract cost
during H__» period Exceeds Est. Revenue

Total Revenue -—- xxx
- Total Est. Cost ——xxx

Total Loss
- Loss Already
booked

Excess Loss

Book Immediately

XXX
XXX

Make Provision
Immediately through P&L

7
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0 When to Recognise Revenue?
Common Principle

« 1. Profit on T Conditions = (4 +1)
‘ P ! Revaluation of Fixed Asset or Liability ' v v v v
Sale of Goods E Interest/Royalty/Dividend 2. Notional Gains in value of Current Assets Significant Risk Entity does not Retain  Revenue & Cost Certainty of  Stage of Completion
of Services  from Enterprise Resources 3. Revenue Recognition covered in other AS & Rewards of any Effective control  Reliably Collection can be Measured
used by Others like AS 19 Leases Ownership is over Goods Sold Measurable Reliably in case

Transferred nor any Managerial of Services
Involvement
If Any one Uncertainty arises later
is uncertain «
« Make a Provision, DO NOT
Postpone the Recognition Reverse the Revenue

Seme Special Cases of to decide if Performanc

Revenue Recognition is Achieved?

v

ﬁ « R ‘= 1) Mere Postponement of delivery h «
Sale of Goods Services Rendered ung ol - Doesn't alter period of Recognition Sale of Goods Services Rendered
« @ « « @ 2) If Insignificant part of work is done B o P i
: Tim . Accrual  When Right - No need to Recognize Revenue oGt - LORIrREt BRULY LOMPICIC
L. Bill and Hold Sales : 1. Installation Fees w-u_.“ Prop e to wonsmmum_- aE Property in Goods - if Short Term Contract
- When the buyer takes title. - With reference to the Stage is Established
2. Goods Shipped Subject to of Completion. « « 2. Risk & Rewards of 2. Proportionate Completion
Customers’ approval 2. Media Commissions as per Ownership are - if Long Term Contract
- When the buyer formally - When the related Advertisement Substance ~ ie When Transferred ]
accepts the shipment appears before the Public. of the Dividend
4. Consignment Sales 3. Tuition Fees Agreement  is Declared 3. No Effective Control
- After the buyer sells goods - Over the period of Instructions/Lectures with seller
to the final customer. 4. Franchise Fees
5. Cash on Delivery Sales - Depends on Agreement.

- When delivery is made & 5. Fees from Development of
Cash is received by the seller Customized Software
(eg. Flip Kart) - With reference to the Stage of
~ Completion, including the Post-delivery
. port stage.
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Exchange Beyond Normal
h Ghat Credit Periods

1st Priority:- h h

FV of Asset Given up )

(or) AS 12 Cash Price

2nd Priority:- Equivalent
FV of Asset Received h
S o It means at

CA of Asset given If Free - If g
if FV not Nominal Concessional - Outflow
available or Value Actual h
when there is Lack Acq.

PV of Future

I ]
Consolidated F. lease
Price h

A— Apply AS 19

Entire Price
shall be
apportioned in
the ratio of FV
of each PPE

of Commercial Cost Finance Cost Charge

Substance to P&LA/c

Previous Carrying

1
On components

Replacement wise-based on

9 Inspection

Estimated life
of components

2

At end of B/S date
Dep. Method

criteria meets @

3

If any change arise
then it is change in
Alc Estimate

Fa
Effect

4
Cessation of Dep.

OR

Residual value >CA  Earlier of:-
a) Retired from active use
& Held for sale
or
b) De-recognition of PPE
(W/ofT/sold) ;
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1 Techniques:-

e

Gross Net

v X
ust Acc Dep shall
n_. bhuﬂﬂ first be W/off
by % of with Org. Cost
change then Net Carrying
h amount shall be

Increase/ Decrease

PPE Dr.
To Acc Dep Ale
To Rev. Surplus

AS T1- EFFECTS OF CHANGES IN FOREIGN EXCHANGE RRTES

oD o%

PPE A/C Dr.

To Provision for De-comm, Liab A/C  Prov. for De-comm. Liab A/C Dr.

. Liability

PPE is Under
Cost model

PPE is Under
Revaluation Model

v

Setoff the loss with
Revaluation Surplus if available
To PPE A/C & if loss exceeds the available
Surplus then transfer the Excess
(If Decrease is More than C.A. loss to P&L A/c
of PPE than difference .
in P&L A/C) Revaluation Surplus A/c Dr.
Profit and Loss A/c Dr.
@ To Proy. for De-Comm. Liab, A/c
PPE shall be Reduced to

the Extent of its Book Values.

Remaining Gain should be

transfer to P&L a/c
Gain a/c Dr.
To PPE a/c Provision a/c Dr.
To P&L alc To P&l (to the extent of earlier loss)

To Revaluation Res,

(Gain)
Transfer the Gain First to
P&L to the extent of any earlier
Revaluation Loss which was
Transferred to P&L A/C.

Remaining Gain transfer to
Revaluation surplus

Provision A/c Dr.
To Profit and Loss A/c
(1o the extent of earlier loss)
To Revaluation Surplus A/c

(&) « Y SNMART
~) ACADENWY




o Foreign Currency Transactions

Q Forward Ex. Contracts

CA. Jai Chawla
© 7887 7887 05

CAINTER
ADVANCED
ACCOUNTS

CHARTS

'~
the Authors P, and PUBTANING rights with the Authors

Foreign ) v R}
Currency Currency Means First Initial Subsequent Measurement
Time Recording Recognition « Hedge Means - Hedsin et \Means To Earn Immediate Profit
* « On Every B/S Date To Cover Risk of Loss o:ﬂ ging P fon Foreign Currencies without
m—a Which Financial A—Wnro_. n.h.- @ | Assets or Liabilities & F Physical Delivery
tatements are eporting
Reported Currency Sl R o \ ¥ Calculate Forward Premium Calculate G/L on Settlement date
(rate Prevailing  Nop_Monetary Items Translate FCMI* i S i
& on Transaction hich ry T or Forward Discount & Directly Charged to P&L
Date) aqu..a__aaq M—.“—:M”ME.@ & « & Amortise over Contract Period Immediately
Items of Example v @ (Forward Premium =
o Assets b Apply Closing Rate Closing Rate SPOT Rate (-) Forward Rate)
2 Liabilities : @ Measurement Date Monetary Items Non- Monetary Items
2 Incomes £ Yoz
b4 Treatment of Ex. Difference Forward Premium is Expense Debtors Toveitnaent
¥ Forward Discount is Income :
are Presented [@ Bills Receivable Buildings
in Reporting 3
Currency Short Term FCMI LT FCMI M—é:w Term Foreign Currency Monetary Items Advances Land
e « Prepaid Exp. Inventory
# Option Which are to be Settled beyond Creditors
3 12 months from Transaction Date Mo - o
Example:- — Bills Payable Furniture
R Ex. Eﬁl £41 OR _ Loans Taken Share Capital

N—

Either P&L

_

Apply Para 46 This Option is Irrevocable i.e. once

O/S Expenses
Applied shall be followed always

. OR =
Foreign Currency Monetary Items h
If LTFCMI is Related If LTFCMI is Not Related
_ to Depreciable Asset to Depreciable Asset
Aau.n- Foreign Loan .n_auv Aou. Foreign Loan taken v
to Purchase Machine for working Capital
h xz_._.HEn._e
Ex. Loss added to Carrying Amount Ex. Diff. Transfer to

Ex, Gain Deducted from Carrying Amount (C.A.)

|

* Depreciation for further Period Shall
be Charged to Revised C.A.

FC MIT cﬁ.tnv Foreign Currency Monetary items
(Under R&S Head) 'renstation diffence Alc

|

Amortise to P&L Over the life of LTFCM1
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AS 12 - GOVERNMENT GRANTS
ACCOUNTS S
CHARTS [ ¢ )
Rev. Expenditure Grant for
Revenue Nature Grant
ns Relating gw-!n When w« ived Wh : St R : :
eceiv en expenditure Option - 1 Option - 2 eceived Free Received @
to g of Grant Certainty Treat Liability is made then either L s of Cost Concessional
have been complied of Collection untill Expenditure  deduct from such « « Price
with. of Grant Incurred if any expense or charged as Deduct from Cost or Treat Grant as deferred k
other Income in P&L Carrying amt of Asset Income & credit to DGG a/c £
« ; & & zoao.w__ﬁo at Recognize at
If Grant is Received but Charge Depreciation on Grant shall be Amortised Nominal Value Actual Acquisition
there is no Reasonable Revised value of Asset over the Economic life of Asset (€5 1/-or 100/) Cost
certainty about in proportion of Depreciation «
compliance of Conditions Fixed Asset A/c Dr.
then Treat LIABILITY To Capital Reserve
(No Depr. is required)

Grant in the nature
of Prom. Contributions

(to be shown as Extra
- Ordinary Item as per AS 5) Transfer to Capital Reserve (CR)

' | |

Treatment 5

This CR is not Allowed
« to be distributed as Dividend
(a) Any Un-Amortised balance not yet . Also Not allowed to be
charged to P&L shall be Reversed deferred to P&L

(e.g. Remaining Bal. of DGG a/c)
(b) Bal. if any shall be transfer to P&L

(¢) If Grant was earlier credited to CR
then CR shall be reversed

(d) If Earlier credited to F ixed Asset A/c
then to be charged to Fixed Asset A/c.

Grant for Non Depreciable
Asset (Eg. Land & Stock)

If it requires certain obligations

to be fulfilled in the future
periods then Amortise over such
period of fulfilling the obligations

(OR)
If there is no such obligation to be

fulfilled then transfer to Capital
Reserve immediately
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' ¥

Recognition Invst in Retirement
of Income Benefit Plans
From nnwg «
(Dividend / Rent / ol
Interest)

* Compulsory Acquisition of shares
of Co-op Soc.
- Add cost to value of Investment,

* Any Reduction in CA & Reversal
- Charge to SPL

* On Sale- Diff between CA & Net
- Charge to SPL

©
' oy

Current Investments (Cn Long Term Investments (LTI

! ﬁ

.

Acquisition cost

/

v

Incidental Costs

'

Readily Realisable Other than i.e Purchase Cost Ex: Brokerage Fees & Duties
+ CI _
"Em::o: to hold for J 7 17 B
ess than one year Cash Issue of Asset Right
Paid Shares/ Exchanged Shares
Securities _
h v @ E if !
Cash FV of FV of Asset Subscribed Sold in Market
Amt Securities Given up or « (Not Subscribed)
Issued FV of Investment Cost to L
Acquired if clearly be added ¥ -~ 3
evident General Exception
J_“__c ﬁ
Trf. Sales Proceeds If Org. Shares Purchased
° to P&LA/c on Cum-Right Basis
&
MY After being
« + v v Ex-right is less than
2 i y . t th duce Sale P ds (SP
Duration  Valuation at BS Date Reclassification _u_mo_od:.m Req. MM: GM”_.MM»:Q:.MM._M.M,»%Q» 5(SE)
CI=1Yr. Cl= LTI= LTlteCI  CIto LTI 1. A/c policy to
Or Lower  Lowerof Cost -Lower of - Lower of Calculate CA
Cost & FV Cost & CA  Cost & FV  2.Show LTI & CI Separately
LTI = More (BY) 3. Amt included in SPL
than 1Yr If Permanent 4, Total MV of
decline then Quoted Investment.
5. Total value of
h Unquoted Investment,
then reduce
the CA
[}
e g ——




AS 14 - AMALGAMATION

T ree => Transferee T’ror => Transferor

(Page - 1)

ACCOUNTS
CHARTS

' .
1 I” Priority IT* Priority
i (1 1 Exchange Ratio Method Net Asset Method

A+B=C A+B=A A=B When to Use? When only Selected/Specific

All Assets / Liab. are Taken Assets / Liab are T.over (not all)
2) Paritics invelved How to Use? Assets T. :SW- XXX (mp)

ﬁl.—|~ \/ (-) Liab Assumed - XXX (Payable)

B PC
Exchange Ratio Not Given T
.—w'l«nan Given « «
- Apply the Same
- Fraction if any
pay in cash

1) Types of Amalgmation

Apply Deemed
Ex. Ratio

y

MP/IV Per share [Tror]|
MP/1V/issue Price [Tree|

How to
0&8_«»8 wv?
All Asset§ ——m—— MV
(=) all Liab Payable Value
() PC to PSH —— PC
Net Assets

3
Q Treatment of PC

' ¥
Books of Books of
Tree Tror

. y

1. Bus. Pur. a/c Dr. 1. Tree a/c Dr.
To Liquid. of Tror To Realisation

2. Liq a/c Dr.
To ESC alc
To PSC a/e
To SP a/e
To Cash a/c
(Discharge of PC)
« 3.PSHA/C
ESH A/C
To Eq sh. in Tree
To Pref sh. in Tree
To Cash
(Distribution of PC)

2. Eq. shares in Tree
Pref sh. in Tree
Cash

To Tree a/c
(Receipt of PC)

PC > NA = Goodwill
PC <NA = Cap. Res.

(AS-14)

’

In the Nature
Purchase

.

When there is
no Merger then
it is Nature of Purchase
Hint :- :o«s to check Purchase Nature
1. Assets / Liab may be taken
over at MV
2. Only Partial A/L may be Taken over
3. PC may be in other than Eq. shares

Result of Purchase Method

PC Discharged — XXX

(=) NA Acquired — _ XXO
Goodwill / CR

L
In the Nature
of Merger

+/- Lig. Exp

born by Tree

+/- Unrealised Profit
an Unsold stock

XXX

XXX
Net G/CR

[
Conditions (All Conditions Must be Fulfilled)

*
i v
No. of Eq sh. AILA/L

- Must be
Taken Over

BV

at same At least
90% External
Eq Sh. Consent

v y ¥

PC only Same Buss.

in Eq. shares Must be
Carried on.

Result of Pooling of Int. Method
PC discharged ~——————— XXX
(-) NA Merged -~———— XX
(<) Reserve Maintained - XXX
GR /P&L

+/- Liq. Exp
+/= Unrealised Profit

XX
XX
Net GR/P&L

14

Continued to next ...
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0 lreatment of Reserve & Surplus

of 1T°ror in the books of T’ree

Ignore all Reserves

Except
Statutory Reserves

'

Amalg. Adj Res. Dr.
To St. Res.

Note : Amal. Adj. Res. Must
be shown Separately
Under R&S in BS

:
Pooling of
" Interest Method

!

Maintain all Reserves;
Statutory Reserves
& Other Reserves

'

any Diff will be adjusted
in Free Reserves

'

ﬁ\ Example of Statutory Reserves
. 1) Investment Allw. Reserve

- 2) Export Profit Reserve

| 3) Revaluation Reserve

. 4) Tea Development Fund

Book the Liability
towards Deb” Holders
at Agreed Value

v

(Under 2nd entry
of A/L Recog.)

Settlement Entry

ﬁ

Deb” Holders a/c Dr. (Agreed Value)
To New Deb” (Face Value)
(Diff in above - Goodwill/CR/FR)

Cancellation of Inter Company

Stock in Stock in LA SRS
Transferee Transferor «

Books Books Give Opposite Effect

« « to the Original Entry

Upstream  Downstream &

« « Payables A/c Dr.
G/w Dr General Res. Dr To Receivables Alc

To Stock  To Stock
(if Purchase «

method) Merger & Purchase Both
General Res. Dr

To Stock
(if Merger

method)

Only Profit Component.
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All Employee Benefits
Except - Share Based
Payments

Types of Employee Benefits

+ v v v
Short Term Other Long Post Terminal
Employee Term Employee Employment Benefits
Benefits Benefits Employee «
« « Benefits Eg. VRS
Eg. Salaries, Eg. Long \ ’ Expenditure
Incentives Term Eg. Gratuity, v
v Bonus Plans v.m.“__“m.: Always Charged
Always Charged to P&L in the
to P&L in the Year in which
Year in which it Occurs
it Occurs

Other Long-term

Classification of Post Employment Benefit Plans &

Employee Benefits

_

Defined
Contribution Plans (DCP)
< Employer’s

Contribution is Fixed
2 Actuarial & Investment
Risk is on the Employee
2 Actuarial Assumptions
are not Required
2 Entire Contribution
Expense is Charged to
P&La/c

Defined Benefit
Plans (DBP)

< Employer’s Contribution

may not be fixed

< Agreed Benefits are
Required to be Provided
under DBP

9 Actuarial & Investment
Risk is on the Employer

2 Actuarial Assumptions
are required

2 Expense is Recognised

Based on “Projected Unit

Credit Method”

Accounting for DBP

Recognise

ARG L

DEFINED BENEFITS PLAN ASSETS
OBLIGATION (LIABILITY) b

h Through

Th h
e a) Contributions

a) Current Service Made by Eniol
Cost (CSC) Rl e
& b) Return on above
DIttt cotdey o comeimbens

CSC & IC both are charged to P&L

+ + How to Calculate Following Items?
Defined Benefit Obligations Plan Assets = T )
« : B i e
Actuary & Other Revised Assumptions « >MH”WM“HM2 NMM_“”“W—»_”“H If Contribution Calculate Six Monthly Rate
TR, D - . - - | Suie Duconhog. Bt mepua (V17 o )
. gg‘.:@;sﬂk—‘ (Discounting to be Rate of CSC. at Beginning of & _“mﬁﬂ.w.ﬂzv M.huhhi_.%?

year or End of year

made downstream)
then take Annual Rate.

For eg. From Later Year to
Earlier Year

if Contribution is
made & Benefits are
paid in Mid. of year.

Continued to next ...
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s o A, B el Pty Aoy asn S sy,

(Page-2)

It means Change (Increase)
in Defined Benefit Obligation
(Liability) due to Plan
Amendments made by Entity
from Retrospectively

.

PSC is divided into two parts:
1. Amortised PSC -
for benefits already vested ,
it is expense & transfer to P&L

immediately & Increase
DBO Liability A/c

2. Un-Amortised PSC -
for benefits not yet vested,
it is to be recognised on SLM
basis over the remaining Period.

0
T

Defined Benefit Liability
is reduced with or without
Settlement due to Modification
made by Employer

;

Gain on Curtailment
shall always be
transfer to P&L

"

DBO Liab. A/c Dr. (Liability Reduced)
To Un-amortised PSC A/c (Bal. Available)
To Bank A/c (Settlement Amt.)
To Gain on Curtailment A/c (B/f)

Short Term Emp. Benefits
v '

Short Term Compensated Profit Sharing
Absences & Bonus Plan

]
v y '
Recognise Exp. & Not
Distribution of
Profits, only if :-

Non-Accumulating Accumulating
Leaves Leaves

1
H « « 1) There is Legal or

No Recognitian Accumulating Accumulating Constructive obligation to Pay
of any Provision Vested Benefits Unvested Benefits " & .
(i.e. Cash Compensation  (Compensation through 2) Reliable Estimate
against Un-used Leaves)  leaves aganst Un-used can be made
h Leaves)
Make 100% Make E%.Eo: for
Provision for Estimated Leaves C|F
Compensation & to be used in the next
Period
(Per day Salary X
Estimated Leaves to be utilized)
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Definition of

Any Asset
|

v v v If B.C. is incurred
To get  For Intended in ..n.nn.?: to:-
Ready Use or Sale Acquisition (A)
Construction (C)
Production (P)

of Q.A., then

Capitalised

otherwise P&L

That takes
**Substantial
Period of Time

Eg:- IP/PPE/Intangible Asset (Software)

Is Inventory a Q.A.?

Inventory must
not be Produced

**Subsantial Period :- Generally 12months or
more but a Lesser period can also be
Substantial based on Facts & Circumstances

Expenditure B.C. must
must be be
incurred incurred
on ACP

Necessary
Activities
Should be

Suspension

Active Development is Interrupted
during Extended Period.

But When such Interruption is
Necessary for active Development
then No Suspension of Capitalization

Cessation

[ A/C/P is Substantially Completed

If Completion takes place in Parts, then
Cessation for Such Part of QA only
when the Part is Capable of being
Used/Sold Separately

in Progress.

Interest on Temp.
Investment of
Specific General Borrowed Funds

B.C. w.ﬁ. !

H Deduction From Total
One to One One to Many Borrowing Cost before
Relation of Q.A. (or) Capitalization & before
& Borrowing Many to Many Calculating W.A.C.R.

Capitalise B.C. To Capitalise
to a Specific B.C. Calculate:

.A. onl W. Avg
Q - Capitalisation

Rate

|

Total B.C. During the Year
Total Borrowings O/s During the Period
(Take months as Weight)
What to do now when W.A.C.R.
is Calculated?

Months

X W.A.C.R. X Weight

Expenditure Incurred till last year
Including BC Capitalised)

+ Cash Payment on Material & Lab.
+ Non - Cash Exp.
| (<) Grant/ Subsidy
() Progress Payments Received if any

\
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Q How to Decid

Check Dominant Source of Risk and Return (RR)
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& Viman Ataderry crannel &
CA_Jsl Ohaviia chanie!

{ 3 ' :
i | .ﬁgr.n-_ RR Affected by
Segaeats (B5) Segments (GS) |
AR | | e T )
Distinguishable Component & * Distinguishable Component & Product & Geographical ~ Both
* Individual Product or Service * Product or Service services Location BS=Primary
H Or within Economic Environment & BS=Primary GS=Primary  GS=Secondary o
Related Group of Product or Services &  * Independent Risk and Returns GS=Secondary ~ BS=Secondary
* Independent Risk and Returns
¥ ’
Segment Segment
Revenue (SR) Expense (SE)
| |
v ! . .
Includes Excludes Includes Excludes
' ' ' E
1. Directly Attributable Revenue ~ 1. Extraordinary Items 1. Directly Attributable Exp. 1. Extraordinary Items
2. Allocable Revenue from 2. Interest & Dividend 2. Allocable Exp. from 2, Interest
Enterprise Common Revenue (Unless Financing Business) Enterprise Common Exp.  (Unless Financing Business)
3. Inter Segment Revenue Gain on Sale of Investment | 3. Inter Segment Exp. 3. Loss on Sale of Investment
3. Income Tax Expense
4. General Enterprise Expense
v ost Imp: (Para 27) Segment Asset (SA)
AT ow To decide Reportable Segment? (Same with Segment Liability)
_— imts: : = r more of All Segments !
- Any Segment which was Reportable in PY bcoz of R K

Para 27, such Segment shall be Reportable segment Operating Asset
in CY even though it does not Fulfill Para 27 «
- First time Reportable segment = Restate PY Comparative Info
Directly Attributable
+ Reasonably Attributable

Note: 1) DO NOT include DTA.

2) Take Advances and Investments

External Revenue of =75% or more .
Reportable Segment  of Total External Revenue when Interest or Dividend
If Not is considered in revenue. ,
* |

Add More Segments to make
Minimum of 75% of the Total Revenue

19
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AS 18 - Related Party Disclosures Jil @~ - @ ~ "

Consolidated FS
(Except for Intra group trans.)

Independent FS < Applicability >

v v v v v

Relatec arty Transactions Two Comp. Significant Volume Normal dealings Relationship between
i 3 (RPT) ? having of Business with an  with Financer/ One State Control
Common Agent/Customer/ Trade Unions/ Entity & Another.
i d— 1 Directors  Supplier/Distributor = Govt. Officials
(Common KMP) z
Exercise of Transfer of Between Whether or Related Party - Disclosure

—— oSS O ; «
uence(SI) i.e. Price Involved
v ”M. Zenao o Exercise Control ﬂkn.‘auo SI

1. More than half VP Participation in - WuBo.@.nmmnmmmM”on Wﬂ_mmonmiv
Fin. &/or ov = Nwﬂ-—ﬂn—@ﬂ (1) a € 0 rans.

1. Disclose Name Disclose only if
& Relation transaction is there

2. Power to Compose Policy Decision - Volume of Transaction (in amt or in Proportion) A S S

. ine Body - Any Outstanding amt to/ from RP.
B Sy y - Any Provision made against receivables from RP

- Amt W/off or W/back in respect of Debts.
- Any other element of RP transaction to understand Fin. Statement.

there or not

3. A substantial Interest
{20% or more VP)

Who is Related Party (Para )-3

A " 12 _ v 3
B) Joint Venture (JV) C) Individuals having D) Key Manag. E) Enterprises on which
v - Control OR Sig. Inf. Person (KMP) Persons described in
Contractual obligation to undertake « (C) or (D) Exercises Sig. Infl.
Eco. Activity m.:v._onn* to Joint Control Rolative % (Includes)

v - KMP means e

Associate . Those havi
| In relation to & MMM—SW?:M_“M% 1. Enterprise controlled by

! 1 Individual & Control Activities Directors or Majority
Investing (Reporting)  Not being - Father/Mother Share holders.

- Spouse 2 KMP 2. Enterprises with commeon
Party -.bc.“.n Sig. Inf.  Subsidiary - Brother/Sister Relatives ot KMP of Reporting Entity.
E0her Entity 3% - Son/Daughter .

Investor or Venture for whom
Reporting Entity is JV or Associate.




AS 19 - ACCOUNTING FOR LEASES

CA. Jai Chawla L

ADVANCED © 7887 7887 05 W

ACCOUNTS
CHARTS

n S
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I. MLP= Total LR + GRV + DP +
2. GI= MLP + UGRY Finance Lease
3. Uncarned Fi= GI less PV of GI |

4. Discount rate= Substantial Risk & Rewards
Implicit Interest rate (IRR) Transfer by Lessor to
Lessee _

Indicators- (any One) ‘4

1. Traf. of Ownership at end of
L.Term

2. Option to Purchase at Reduce
Price

3. Major Economic Life Covered
under L. Term

4. Specialised Asset for Lessee,
can not be Used by others

without Major Modification

W 5. PV of MLP= Initial FV

L
_

In The Books of

v

v
Operating Lease
|
! v
Lessee Lessor
v \/
1. Lease Payment 4 gy ag Fixed Asset
Exp.inSPL 3 y5come - SLM Basis
2.0nSLMbasis 3 y1C _ Deferred &

until and unless 51, ticed if material
any other basis is 4. Charge Dep.

' more systemetic

Lessor (Deemed Seller)
b

!

Non- Dealer
\/

Receivable at Net Invest.
in Lease (NIL)

2. Recognise Finance Income
(FI) as per Implicit Interest
rate

3. Initial Direct Cost
2 Trf.to SPLOR

=) g—.ﬁs FI over LT 2 Initial Direct cost -

1. Divide Total Profit into -

e

Selling Profit  « gy
(NIL - BY of Asset)

2 Recognize Finance

1) CA. of Each Asset
2) Recog. of MLPs &

3) Future MLPs

Sale and Lease Back
Q (A/c Treatment of Gain/Loss on Sale by Seller = Lessee

v .

Finance Lease Back Operating Lease Back
| |
Defer & Amortise (D&A) Golden Rules
Total P/L over Lease |
Term in Proportion of I I !
ol L Loss:- (CA- SP) 2.Profit 3.I{FV<CA
+ Always transfer to P&L (SP-CA) then Recog. Loss

. (Sale Val (if Loss is Compensated with Immediately in
Wu,“._h» MM“% M\M B Yalue) future Lease Payment then D&A) P&L 1y

To Profit on Sale

Upto above FV
Fair Value v

v D&A
Recog. in P&L ¥

Immediately (gp_ gy
(FY-CA)

v = ¥

FL OL OL

1) Future LP 1) Recog. of GI & PV 1) Total Dep.
2) LPrecognized  of MLLP 2) Imp. Loss
in P&L 2) Unearned FI (GIL-NI1L)
3) UGRV

PV of MLPs

Income (F1) as per
Implicit Interest rate

Expense in SPL always

* DMLP - Min, Lease Payment, © LR - Lease Rentals,
© GRV/UGRY - Guaranteed / Unguaranteed Residual Value, 2 GI - Gross Investment
9 LT - Lease Term 2 IMP - Impairment
2 DP - Down Payment

9 FI - Finance Income

< IDC - Initial Direct Cost
2 CA - Carrying Amount




AS 20 - EARNINGS PER SHARE

Q Measurement & Restatement

Present
- Both EPS & DEPS
on the Face of SPL

v

Numerator
Net Profit >§._qu for Eq.Sh.

- with equal Prominence
to both

- Negative EPS & DEPS
shall also be Presented

- Consolidated EPS & DEPS ' zgomm
in CFS to be Presented () Tax Exp. (CT +/- DT) 0

() Pref Divd.

L\—f.:!ad/v

(2) Cumulative PSC  (b) Non Cumulative PSC
Deduct the Dividend will be
Dividend always deducted if declared

v

Denominator
Weighted Ayg. Eq.Shares O/s

_z.::n

New  Bought
/s Shares *

issue = Back x Time weight

v v
Public Conversion
Issue of

« Debenture
Cash & Pref. Sh.

Receivable +
Conversion
Date

Steps
m._,mv _ - Calculate Theoretical Ex - Right Price

_,,-_n <._=~ Ze. e_. wr!.a— + w.n_z
w&e..olxn-mr’ Before Shares X
No. of Shares after Right Issue

muen_.am%
Price

m,_,m_. -2- En_: Factor OR Adjustment element

STEP - 3:- Basic EPS
Net P/L for ESH

ﬁ.@.ﬁ.&.«nﬁﬁhﬂ.ﬁ:

BERENH R

Ry ¥
Issuein  eqyed in Tssue in case of
lieu of ?ﬁ Exchange .».EE«»B»EE

or Principle of Liability v\/r

onother  gSettlement Metoer - b urchass

Losns « from Beg, from

ﬂwg Settlement of Reporting Acquisition
becomes  Perjod Date

Interest Effective

OSmSS
Accrue
° Special Cases

Al (i) Reduce Cum. Prf. Divd. - if Declared or not
(ii) Reduce Non Cum. PD - - Only if Declared

‘B| Different Face Value OR Partly paid Sh.

- = Use Amount of Equity Capital ?-82_ of Nos.

Y

Diluted EPS

CA. Jai Chawla

ADVANCED ) 7887 7887 05

ACCOUNTS
CHARTS

When to calculate this DEPS?
When Co. has O/s Potential Eq.Sh.

v

Dilutive

}

EPS Decreases

'

Anti-dilutive

'

EPS Increases

v

Numerator

\

NP/Loss + Post Tax _ Saving in + CDT/
available Savingin  Pref. Div DDT
for ESH Interest on on

for

Debentures Conversion

Basic EPS

o Example of Potential Eq. Sh.

- Convertible Debn

- Convertible Pref. Sh.

- ESOP for Free Portion

- Share Warrants

- mrn?bu_.zﬂng Money
vﬁasné..g“

=73

Denominator

WAES :# Basic EPS
+

New Issue on
Conversion

of Deb. / Pref. Sh.

+

Issue of Stock Option
for Free of Cost

| X Time Weight




VSMART CA INTER E CA. Jai Chawla
ACADEMY EPTITTEED

(> 7887 7887 05

AS 21-CONSOLIDATED FINANCIAL STATEMENT [CFS)] ©

(Page - 1)

Q Items Required to Prepare CBS

+ v v + \ ¥ B
Controls Over Business of other CBS CSPL CCFS Analysis of Cost of Minority Interest Conso, R&S Post Column  Time Adjst. Restate After
Entity (Subsidiary) + Notes to Ale Profit (AOP) of S Control (COC) (M) of H « « Time Adj.
« « « « « Loss = (+) Assume Profit «
+ OR ' How to P Sh Post Acq Profit Gain=(-)  is Earned Evenly -l
repare CFS? Sub-Divided always Prepare Prop. Share 08 q Loss = (-)
By Acquisition By Power over 1 into on Date of in the N.A. Share of H « .:..o:ﬂw.h:. e Gain = (+)
M...- “o-d than Composition of Line by Line Consolidation « Acquisitions (DOA) of Subsd. (Refer in AOP of S Before Time 4
oo Eq. mrnqﬂv BOD or Merging of all Assets, W AT « Point No. 12 in  Shall be added Adjust. Make Time Adj. In Pre or Post
Do @ Liab., Incomes & Expenses & , Next Page) of Profit after Column depends
% N Tavestiment i Comparison between Tax, After Rectification, on date of
Investment must is appeared in * Post Acq Period . ypyestment Value (PO) but before Bonus occurrence of
be appeared in SFS of H - 100% @ & & before Dividend Abnormal Items
SFS of Holding M/l in CFS Refer Format of * Prop. Net Assets (N.A.) of S Always.
AOP in Page 3 of =
this Topic Oo«oaim: OR O«N
Investment is Higher Investment is Lower

than Prop. N.A. than Prop. N.A.

©

e Bonus Issue by Subsd.

o Revaluation of Net Assets of Subs.

Why? v 3 ’
¥ : m OR Adjust Post Column
We need NA of Subs at MV to CE Aoy e Profit before Time Adjst.
Compare them with Investments g v
which are already at MV as on DOA v . v So that we can get
v @ Add Back in Post Directly deduct Rectified Profit
How? Column before from Pre Column
L T.adj

« ROR— % Less in Pre Column
iy at the same time

Shares held by H (with Bonus)

% of Holding = - X 100
Dep. actually charged for Post Period — XXX Total Issued Share of S (with Bonus)
Dep. that should be charged Post Period — XXX bk * While Preparing COC & M/I :- Proportionate ESC of S
¥ Add. Dep./Saving in Dep. shall be taken with Bonus Issue

Post Column after Time Adj.
Add. Dep =(-) Saving = (+)

Continued to next ...
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(Page - 2) g R ) 4

¥ him Authares Brinting and b

Elimination of Unr

ised Profit/Loss
on Unsold Stock on Inter C

ansaction

v
Downstream
(Sale by H to S)
(Unsold Stock with S)
(Profit Earned by H)
1

v v
Deduct Profit Deduct Profit
from Consolidated  from Consolid.
R&Sof H figure of Inventory
(Loss to be added) in BS

(Loss to be added)

'

Upstream

(Sale by S to H)

(Unsold Stock with H)

(Profit Earned by S)

|

v ¥
Consol. Inventory
Deduct Profit
from Consolid.
figure of Inventory
(Loss to be added)

AOP

Deduct Profit
from Post Column
after T.adj

(Loss to be added)

Dividend Declared &
Paid by Subsd.

R Y

Declared in CY on B/S date

Declared During the Year
—
’ } TR I

& 7 Entry not yet Entry Passed
AOP ) ry
« Hwﬂhuﬂwa% Passed (Not Shown (Shown on

on Liab. Side of BS) Liab. Side)

* Add Back in Post Acq e v ¥
* Time Adj If Pre-Acq Divd. AOP AOP
¢ Deduct from Pre Column _ Vv {
or Post Column nnvouad 3 b Directly Deduct « Add Back in Post Acq

on Period of Dividend after Time adj o Time Adj

from Pre/Post  « peduct from Pre Column
or Post Column depends
on Period of Dividend

Deduct under COC Deduct from
from Cost of Consol. P&L of
Investment if H if Wrongly Cr.
Wrongly Cr. to P&L to P&L

by H

Inter. Company Debts
(Contra Adjustment)

Oping Bal. of
R&S of Sub. Missing

Prop. Share in
NA of Sub.

e Treatment of Pref. S. Capital of S 8 Dividend Received by Holding

Post Acq
Divd

Pre Acq

Not Held
Divd

by H

Portion Held

| by H

i

Calculation

}

Prop. ESC

+ Prop. PSC

+ Pre-Acq Profit
+ Post Acq Profit

That amt. of Loss already borne by H shall be
Compensated with the Profit Share of M/I

v v | v '
Should be deducted  Should be

¢ Part of Investment Balance

(Coz of Loss) in COC Part from Investment Cr. to P&L
(Para 26 of AS 21) * Deduct Prop. Pref. in M/I | of H
e Sh. Cap from {55 «
A Investment under COC
The Negative Bal. If actually 1f Wrongly
born by H Temporarily deducted from Cr.to P&L a/c

e Investment
When Subsd. starts + « & «

Earning Profit Do nothing, your peqyct from  Deduct from

« Investment is Investment  Consolidated
already shown  ,n4er COC  P&L of H

after deduction

of Dividend

If Negative M/l

Continued to next ...
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(Page - 3)
Particulars Post Acq
Balances Of R&s XXX XXX (Bal. Fig.)
+/~ Abnormal Items Elimination —-- (0.0.9)
+/- Bonus Issue (0,0.9) +XX (If already entry Passed)
+ Dividend Paid/ Declared == XX (If already entry Passed)
+/- Rectification of Errors XX
Bal. of R&s e ——
+/- Time Adjustment XX (XX)
Balance XX XX
+/- Abnormal Items XX XX
(-) Dividend XX XX
+/- Revaluation Of Assets XX XX (Additional Dep. saving in Dep)
Balance XX XX
+/- Elimination Of Unrealised _ XX
P/l On Unsold Stock (Upstream Transaction)
Final Balance
Holding’s M/I’s Holding’s M/I’s
Share Shares Share Shares
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~
L 1D (e Athars Prorting and PSRy ¢ gAta mih Do At

° o Difference between A/c Income & Taxable Income o Types of Taxes (as per AS 22)

.w%‘!in—; ! ol ' v
BT as per P&1L alc Permanent Diff. Timing Diff Current Tax Deferred Tax

: |
Arises in One Period Arises in One Period &

Taxable Income . v ¥ v ¥

Tax Calculated as per but no Reversal in Future  to be Reversed in Future CT Asset CT Liab. DTA

4 DTL
Tax Law (IT Act, 1961) A \ v v v v
m_nws_._.a : Examples : : TDS Income Tax Tax Saving in Future Tax Liab. of Future
Wi s - Donations, - Bonus not yet paid (Sec. 43 B) Adv. Tax payable for Current e 4
Fax on Taxable - Penalty, - Interest to Nationalised bank (Sec. 43 B) & Previous years .
; - Personal Expenses - PF Contribution (Sec. 43 B) ' wﬁ, — Dr mwwdﬂﬁ —Dr
- Govt. taxes (Sec. 43 B) P&L a/c Dr. o P&LAJe °
Deferred Tax : T e eqwc \%Ew_hsiﬁ ARl AL) To CT/ Prov. for Tax otk subject to below
Tax on Timi ?g - Depreciation (Sec. « «
o Para 15 Para 17
Items other than B/F Losses Entity has B/F Losses
& Unabsor —Fﬁ Dep* & Unabsorbed Dep

Check Reasonable Certainty  Check Virtual ﬁ.%:um:c. with Convincing

of Future _,Eéc_e Income Evidence (VCCE) of Future Taxable Income

Yes = No Yes No
Create DTA Do not Create DTA Do not

v o v L
Presentation of CT & DT Remember Tax Holiday Period (THP) Minimum Alternative Tax (MAT)
[ | ] v (Eg. Sec 80 4@ q | y
BS wﬂr 1 W» Present «”“M-ﬁg Bpking v ! mﬂw A_,E__, ,.”. on ,_‘_.25_2___ of MAT
Timing TD arise in THP “alculation
Not Possible After PBT 4 .W-noﬁm.-nﬂﬁo_: MAPEb Diff arise in & to be Revered ¥ If MAT is Ee_ﬂ
gé DTA/DTL * 3. Reviewed / Recalculated at THP & after THP for DT than ’oﬂ-——n-. ax
« + Show Tax cach B/S date Reversed in THP + Calculation v
Currest Non Expense on v Created & ignore - Excess of MAT
(Short Term Current  Current Tax Ignore - No DTA/DTA -Book Profit over Regular Tax
Provision CTL + DTL Recog DTA/DTL in the year of MAT ¥ 5 :
; t Dasis Other Current - DTA Recog : of Oceurrence & : Recog 7..». .Em::::n_ Tax
For Eg. Entity has right to Assets - CTA + DTA Reversal iy - Mat Rate Expense in P&L
Setoff TDS of AY 20-28 P - DTL Reversal
with Tax En—ﬁﬂ«; : o .




‘When there is

Investment in

Associate, then
Invester has to apply
AS 23 inits

Consolidated

AS 23 - INVESTMENT IN ASSOGIATES

< Where Investment is 20% or
more but upto 50%

Slnvestor gets “Significant
Influence” over the Investee
but not “Control”

2 Significant Influence means
“Power to Participate in
- decision making on Financial

/ Operating Decisions”

ACADEMY

@ VSMART CAINTER
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CHARTS
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5 7987 7887 05
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e Authars Printing and Pubishing rights with the Authors

Equity Method For Associates / JV ﬁ
For this purpose Investment Shall
Investment at cost in Ass. / J.V. - XXX L e T
s s § Net Assets as on Date of
(including Goodwill / CR) Acquisition
(+) Post Acquisitions share in Profit - XXX
(-) Dividend Distributed - XXX If there is CR :- Then
(+/-) Depreciation additional / Saving due to Investment A/C Dr.
Revaluation of Assets - XXX To CR A/C
-) Unrealised Profit to the Extent of
© —.-«6&3.” m—.—.n—._a Gt Sy (x) If there is Goodwill then No
recognition separately
Value of Investment as per Equity Method | XX

In case of Profit in Ass/JV

|

Investor’s share of above

Profit shall be allocated in

“Invst. in Equity Sh. A/c"
as per Equity method

In case of Loss in Ass./JV

|

(a) Investors share in loss of Associate entity shall be allocated to
Investment in Equity A/c (as per Equity method) only to extent of
Carrying value of Invest. in Eq. Share A/c

(b) Any Remaining Loss (i.e Ur-recognised Loss) shall be ignored unless

investoris obliged to contribute for such losses.

() When Associate Subsequently generates profits the investor resumes

including its share of those profits only after its share of the profits

equals the share of netlosses that have not been recognised.

v

Goodwill under
Associate is not required
to be Recognised
Separately.

If value of Investment is
more than value of N.A.

as on DOA (under equity

method) the Excess Amt.
is Goodwill, which is
Included in Investment
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Areas Covered

v

Initial Disclosure Special Cases

. E

1) Binding Agreement on a Specific dat Whithever Below cases are not 1. Separate Disclosure for each.
OR always a Discontinued Operations. 2. Disclosure until completion.
BOD approves & Announces 1. Phasing out- P/S 3. Revenue/Exp, Or A/L calculation
Formal Plan | 2. Cutting down any process - As per other AS,
for Cost Reduction. 4. Date of Agreement is important
3. Shifting Plant/Dept. to - Sale oft/ Receipt may be later

2) Initial disclosure Event new Location 5. Going Concern Assumption

after B/S date- Apply AS 4 4. Cutting down several products - Not affected,

- Non Adjusting Event 5. In CFS- Sale of Subsidiary in

similar business line

3) Initial disclosure:

> Operation Description h

> Date & Nature Plan is cancelled

vw%s.ma SM_E&S of - Disclosure with reason

ontinuation
> CA of A/L
> Revenue & expenses of
Ordinary Act.
- > PBT or loss of Ordinary Act & Hﬁ*
> CFs from Operating,
Financing, Investing Act. (Net)

4) Other Disclosures:
(When Asset sold/ Liabilities settled)
> Recognised PBT/loss & Tax*
> SP of assets / Range of Price
> Expected time &38_& en CFs
> CA of such .tr

is earlier
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AS 26 - INTANGIBLE ASSETS (1.A.)

Page -1 Tegra Crammet

W Neo Physical Substance \ \ v v R iti M ent
3. Non Monetary : FEB Identifiable Control Non-Monetary »8%.: - : SSF_JB
4. Enterprise can Control |
i.e. Ownership '3 - v If & only if - Initial Measarement
5. Expected Future Eco. Increase  Savingin  Separate Identity CanbeSold/  Can Arise Power to Restrict others No Fixed or * Probable FEB are at COST
benefits. (FEB) in Revenue Cost/Tax & Distinguishable Rented from receive FEB  from use of Asset  Determinable Expected to flow
6. Held for Use from Goodwill [Exchanged  Contract Amt. (Eg. &
7. Cost can be Measured Independently Eg. License Fixed Assef) * Cost can be
Reliably Measured Reliably
; ° How to Measure the Cost?
v
Internally Generated L.A.
|
. v
Goodwill Research &
Do not Recognise Development Exp.
|
1 v -
sesusos Research Development
Acquired E.n-_ Phase Phase
Amalgamation « «
Expense Cost = Asset
R in P&L (if 6 conditions
ey No Immediately are met)
(ARG 1 s more «||_|I¢ | in the Same e
FVofAsset— pigent Purchase Merger _SE_.a_., w&E Yeax * Technical Feasibility
‘Givenup  Method Method ¥ » Intention to Complete
v v R edin * Ability to Sell or Use
atFV atSame BV Goodwill * Generation of FEB ;
* Adequate Resource (Financial & other) available

* Cost can be Measured Realiably

29
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0 Amortisation e
‘ v

v v v
Review of Subsequent Following
are Not LA.

Period Residual
Value Method Exp.
[ (always P&L)

- Generally upto 10
e i | & Period
Capitalized |

- If more En_u 10 years T ] |
Generally  Exception : : At least Once if FEB Expected 1. Preliminary Exp.

Zero Commitment to in a year to Increase 2. Pre-Operating Exp.
Purchase by 3rd Party v 3. Staff ,_.-.nmiun. Cost
is available If there is a change, 4. Heavy Advertisement Exp.
then it is a Change in A/c Estimate

v

Prospective effect on Financial Statement




2 Damage & Obsolescence
of Assets

2 Adyv. Effect Due to :-
< Asset is Idle
< Discontinuation of Business
< Restructuring of Operation
< Plan to Dispose of Assets
< Reassessing the life from

Infinite to Finite

2 Economic Performance of Asset

is Worse

2 Book Value of N.A. > Market Value of
Net Assets

< Fav. Effect Due to enhanced
performance & Improved
Business operations

2 Signf. Increase in M.V.
of Assets
2 Favourable Effect

Due to
< Technological Changes 2 Economic Performance of Asset is

Better than Expected

< Legal Changes
< Economical Changes
< Market Changes
2 Market Interest Rate
Decreases Significantly

° How to Calculate Impairment

L.oss & its Reversal

v
Reversal
of Imp. Loss
Carrying Amt. (C.A)  After Reversal the Revised
Less CA should be lower of :-
Recoverable Amt. (R.A.) Lower of
(a) Recoverable Amount
&

(b) C.A. after Dep. had there been

no Impairment

Continued to next ...

I




AS 28 - IMPRIRMENT OF ASSETS

For
— R.A.of CGU
&

Higher of C.A. of CGU

(a) Value in Use &
(b) Net ma_w:un Price

< Reasonable / Supportable
Assumptions of Management
2 Greater Weight to
External Evidences
© Take most Recent Financial
Forecasts Approved by Mang.
2 Projections not more than
§ years unless Evidenced

Y
How to Estimate Net Selling
Price

'

Check Binding Sale Agreement

i

Not Available

Consider

2 Time Value
of Money
&
2 Risk Specific
to Asset

is not “ﬂum“_uﬁom_..m“ e Check Active Market & Identify
t Bid Pri Asset
consider following Current Bi H:S of Asse
9 WACC Not Available

2 Incremental
Borr. Rate «

© Other Market SEREE :
Borr. Rate - No Active Market

Best Estimate of Management

v

Agar Humse No Ho Payega
then Take Value in Use Only.

Price From Most Recent Transaction From Active Market

;!-

Q>o>§<

Join o Telegyam Chandd
CA Jot Cranty

CA INTER
ADVANCED

PRRSEEN  cHARTS
Telegram Churdsi

(Page 2)

ACCOUNTS

CA. Jai Chawia
(o 7887 7887 05

Sutwerva.

Take all Assets of CGU
+ Liabilities of CGU if such
Liab. are Necessary Part of CGU

Treatment of Impairment Loss

r

Providing
Impairment Loss

A

Charge to Charge to
Revaluation P&L
Surplusif & thereafter
Available if there is no
Revaluation
Surplus

Reverse it
to Rev. Surplus

(Had there been
no Impairment
what would be
the Bal of Rev.

v
Reversal of
Imp. Loss

g S

Then Transfer
to P&L
thereafter

Surplus)

Continued to next .
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| | =l
e mnﬁ* Q Important Terms 0 When to Recognition -
Non Applicability + - v B
e Obligation Liability Present Obligation Possible Obligation
= Executory Contract The state of having ~ Present Obligation Existence of an Existence of an
Goties .r.l Omerous Contract) to do something as arising from Past Obligation that is Obligation which
Promised because Events (result in “More likely than Not” is Not Probable.
where Parties have not Performed or itisa Law or Duty. Outflow of Resources)
H E HFBI.‘IR Liability Provisions Contingent liabilities Contingent asset
Covered by other AS (AS 7, 22, 19, 15) « & _ &
When Outflow  When Liability v L Porlls Ad
is Certain i measured Present Obligation Possible obligation arising from Past
o Other Imp. Areas or using w:vﬁwbmn._ arising from Past Event arising ?ahm—wuﬁn m,.«‘o-:m that will be
| Determined  Degree of Estimation not Recog. because Events that will be confirmed by
v v v « \ 4 confirmed by Future Future Uncertain
(a) Reimbursement (b) Review of Provision/ Provision for R A 5 e Outflow not Probable Uncertain events Not Event Not Controlled
M ey ot it ¢) Provision for _ﬂu:.._a?..:.m Cost ; W....ow_mﬂnwww_ﬁsnﬁ- (or) . Controlled by Entity by Entity.
Certain to be Received i : 4 Ohbligating Pt £ho |
v v - Exists on BS data Reliably Estimated
Once in a year Planned & Controlled  To change scope & - Probable future \ - Realisation is
by Entity Manner of Business Outflow - Present Obligation Virtually Certain
. ) « - Reliably Estimation - Duye to Past Events
No Provision Includes Cost  Exclud - Not Recognised as Provision —lr.“
es
Change  pncurred to - - Shifting of staff - NOT Probable Yes -
i . * ..M.F the Business - Marketing Yes No future Outflow Recognise Don’t
_ msSeparate T il Yoo gﬂ of Business - New Investments. Create Don’t - nvomm-vg of Outflow is Asset Recognise
X Ince e 54, 152b. into Provision , nﬂ gl-bﬂoﬁ-uﬂn > e Provision Create I Also Neo
o - Reliably Measurable Obligation Need to
ﬂauﬂﬂoo ?13“»5%“0 — Disclose
as







BuyBack of Equity

(Sec 68 of the Companies Act 2013)

(Page 1)

CA INTER
ADVANCED
ACCOUNTS

CHARTS

@ VSMART
ACADEMY

PUS

FR= Fre

1

Paid Up Share (

¢ Reserves

apital

v

Threshold Limit of
GUIHA When BuyBack is Announced
Share Capital A/c Dr (FV)
Premium on BB A/c Dr (Prem)
To Eq share BB a/c (BB price)

To New Security A/c
To Sec. Premium A/e

v

If any Investment/

Asset is Sold for BB
Bank A/c Dr
To Investment A/c
(Balance to P/L)
To Create CRR
General Reserve Dr
P/LDr
Pt Sec. Prem Dr
Post BuyBack D/E o
Ratio must not be CRR
more than 2:1 (Note- In any preference)

v

Payment for BB
Eq. Share BB Dr

Creation & Utilization of CRR

_

'
When to Create CRR?

! ;

CRR is Created in Two Cases :-
a) Buy Back of Equity Shares
b) Redemption of Preference Shares.

!

How much CRR is required to
be Created?

|

Equal to Face Value of Buy Back or
Redemption, if it is out of Free Reserves
or Security Premium A/c

(No CRR, if Buybak or Redemption is
out of Fresh Issue Proceeds)

'

When to utilize CRR?

'

Only in Case,
When company Announce
Bonus Equity Shares

'

CRR A/e D
To ESC Ale







Internal Reconstruction
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) ACADEMY
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ADVANCED @ £ 768 :

ACCOUNTS

CHARTS

Meaning

Method of Internal
Reconstruction

H

~ Settlement with 0/S
- Liability Holders

[ I

S en _ NoReduction Surrender of Amount Sacrificed by Liability
K el Mex . Shares Holders transfer to Capital Reduction
in PaidUp Capt. Red. in Paidup AR
i
Division of Shares Journal Entry:
Share Cap ‘ Journal Entry:
e E.ln\aon...eq e 22 Liability Al Dr
. - -
(No Change in Share e i To Capital Reduction Alc
No. of Shares) i - Surrender of Shares:
% 1 Shares Surrendered by SH for

the purpose of Reissue in
settlement with other Pref. SH
or Liab. Holders

(Remaining Shares not Reissued
should be Cancelled)

Share Capital A/c Dr.
To Share Surrender A/c

Utilisation of Capital

Reduction Ale

v
1-To write off Dr bal of P/L Ale

2-To write off Overvalued Assets

3-To write off Fictitious Assets

4-To write off Intangible Assets
if asked in the question
,‘
Journal Entry:
Cap. Reduction A/c Dr
To P&L A/e
To Assets Alc (if Overvalued)
To Intangible Assets Alc
(Bal. of Cap. Red. transfer to
Capital Reserve)
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