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PREFACE

© ICAl BOS(A)

BOS (Academic), the student wing of the Institute, does not leave any stone unturned
in providing best-in-class services to its students. It imparts quality academic
education through its value added study materials, wherein concepts are explained in
lucid language. Illustrations and Test Your Knowledge Questions contained therein
facilitate enhanced understanding and application of concepts learnt. Booklet on
MCQs & Case Scenarios contain a rich bank of MCQs and Case Scenarios to hone
the analytical skills of students, by applying the concepts learnt in problem solving.
Revision Test Papers contain updates and Q & A to help students update themselves
with the latest developments before each examination and revise the concepts and
provisions by solving questions contained therein. Suggested Answers containing
the ideal manner of answering questions set at examination also helps students revise
for the forthcoming examination. Mock Test Papers help students assess their level
of preparedness before each examination. BoS (Academic) also conducts live virtual
classes through eminent faculty for its students across the length and breadth of the

country.

In a pursuit to provide quality academic inputs to the students to help them in
grasping the intricate aspects of the subjects, the Board of studies publishes crisp and
concise capsules in its monthly Students’ Journal “The Chartered Accountant
Student” since the year 2017. Each issue of the journal includes a capsule relating to
specific topic(s) in one subject at each of the three levels. In these capsules, the
concepts and provisions are presented in attractive colours in the form of tables,
diagrams and flow charts for facilitating easy retention and quick revision of topics.

To reach out to its students and members across the nation, the BoS (Academic) is
now coming out with a comprehensive booklet ‘Saransh - Last Mile Referencer for
Indian Accounting Standards. The syllabus of the Paper 1 : Financial Reporting at
Final level largely covers almost all Indian Accounting Standards (Ind AS).
Therefore, this booklet encapsulates significant provisions of these Indian
Accounting Standards (Ind AS) in the form of diagrams, flow charts, tables and
illustrated journal entries. This one stop repository, thus, consolidate the significant
concepts of all relevant Indian Accounting Standards (Ind AS) at one place, by
capturing the key points. This would help the readers appreciate the requirements
contained in each of the Indian Accounting Standard (Ind AS) at a glance.

However, the readers are advised to refer the study material or bare text of these
Indian Accounting Standards (Ind AS) for comprehensive study and revision. Under
no circumstances, this booklet substitutes the detailed study of the material provided
by the Board of Studies. Further, the readers are advised to enhance their ability to
address the issues and solve the problems based on Ind AS by working out the
examples, illustrations and questions given in the study material, revision test papers
and mock test papers.

This booklet ‘Saransh - Last Mile Referencer for Indian Accounting Standards’ will
facilitate the reader to grasp the essence of the subject as a whole by serving them as
a ready reckoner. This booklet will surely enable the readers in easy retention and
quick revision of Indian Accounting Standards (Ind AS).

Happy Reading!
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Message of Key ICAI Office Bearers

CA. (Dr.) Debashis Mitra
President, ICAI

The Board of Studies (Academic) of ICAI has always been at the forefront of providing
quality education to aspiring CA students and handholding them in preparing for their
exams. Saransh — Last Mile Referencer is a step in that direction. This pack of 3 booklets
on Accounting, Auditing & Cost Management and Strategic Decision Making covers
significant concepts of each chapter in precise form. This will not only help students for
their reference for examinations but also Members can use it for their practice reference.

CA. Aniket S. Talati
Vice-President, ICAI

It has always been the endeavour of ICAI to provide updated information to its student to
keep them abreast about the Iatest happenings in the accounting and related fields. The
Board of Studies (Acndemic), the academic wing of ICAI, has come up with a series of
booklets ‘Saransh — Last Mile Referencer’ with key points of different subjects. This will help
facilitate effective revision of concepts in each subject.

CA. Dayaniwas Sharma
Chairman, Board of Studies (Academic)

Saransh — Last Mile Referencer is a compilation of capsules on different subjects of
Foundation, Intermediate and Final levels of the chartered accountancy course. This
series of booklets consolidates all significant topics of Accounting including Accounting
Standards & Ind AS, Auditing with Auditing Standards and Cost Management and
Strategic Decision Making at one place by capturing the key points. The concepts and
provisions presented in attractive colours in the form of tables, diagrams and flow charts
will facilitate quick revision of topics and easy retention.

CA. Vishal Doshi

Vice-Chairman, Board of Studies (Academic)

Among the many best-in-class services that the Board of Studies (Academic) provides to
its students, Saransh — Last Mile Referencer is another initiative in that direction. These
booklets on different subjects have been provided in a concise and precise form. It will
facilitate understanding of the concepts better to students and grasp the essence of the
subject. These capsules will enhance of level of preparedness before the examinations.
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SARANSH Indian Accounting Standards

INDIAN ACCOUNTING STANDARD (IND AS) 1:
PRESENTATION OF FINANCIAL STATEMENTS

l

Ind AS 1 prescribes the basis for
presentation of general purpose ﬁnam:lal
statements to ensure

| Ind AS 1 sets out i
Owverall irements l Guidelines i Minimum irem

© ICAI BOS(A) 1




SARANSH Indian Accounting Standards

2 Y Y Y
A balance sheet A statement of Notes, comprising significant
rofit and loss cash flows accounting Pﬂ]lElEE and other

/_ Note: \\

1. An entity shall present a single statement of profit and loss, with profit or loss and other comprehensive income (OCI)
presented in two sections, The sections shall be presented together, with the profit or loss section presented first followed
‘ by the other comprehensive income section.
2. Reports and statements presented outside financial statements are outside the scope of Ind AS.
G An entity is not required to present the related notes to the opening balance sheet as at the beginning of the preceding period. _,/

-------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

Presentation of Going ' Accrual basis o Materiality and +
Tene and Fair View concern accountin aggregation Offssiting
and compliance
with Ind ASs
Consistency of
resentation

\_____/

Additional comparative § Minimum comparative
information information

information

Change in accounting policy, retrospective

.

To select and apply accounting
policies as per Ind AS 8

To present information, in a To provide additional disclosures,
manner that provides relevant,
reliable, ~ comparable  and

understandable information

© ICAl BOS(A) 2
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Indian Accounting Standards

When an entity departs from a requirement of an Ind AS (in extremely rare circumstances), it shall disclose

Y

that the

Management’s conclusion

statements present a true
and fair view

Management’s compliance
with applicable Ind ASs,
except departure from a
particular requirement to
present a true and fair view

financial

Y

Y

¢« The title of the Ind AS

For each period presented,
departed the financial effect of the
+ The nature of the departure on each item in
departure the financial statements
+ The treatment that the
Ind AS would require

+« The reason why that
treatment would be so

ng; and

The treatment adopted

misleads

D

|

1. An entity shall make an explicit and unreserved statement of compliance of ALL Ind AS in the notes.
2. An entity shall not describe financial statements as complying with Ind ASs unless they comply with all the requirements of Ind ASs.
3. An entity cannot rectify inappropriate accounting policies either by disclosure of the accounting policies used or by notes or

© ICAl BOS(A)

\ rel8
- Elptﬂﬂﬂtﬂi maﬁenal_ B | ] R
Going M An entity shall prepare financial statements Change in When an entity reclassifies comparative amounts,
concern on a going concern basis unless management accounting it shall disclose (including as at the beginning of
[ intends to liquidate the entity or policy, the preceding period):
[ to cease trading, or retrospective (a) the nature of the reclassification;
[ has no realistic alternative but to do so. restatementor | (b) the amount of each item or class of items that
M When management has significant doubt reclassification is reclassified; and
upon the entity’s ability to continue as a (c) the reason for the reclassification.
going concern, the entity shall disclose When it is impracticable to reclassify comparative
O the basis on which it prepared the amounts, an entity shall disclose:
financial statements and (a) the reason for not reclassifying the amounts,
[ the reason why the entity is not regarded and
as a going cancern. (b) the nature of the adjustments that would
To assess going concern basis, management may have been made if the amounts had been
need to consider a wide range of factors like reclassified.
P current and expected profitability, Consistency | An entity shall retain the presentation and
P debt repayment schedules and of classification of items in the financial statements
M potential sources of replacement financing presentation | from one period to the next unless:
Accrual basis | W An entity shall prepare its financial (a) presentation or classification would be more
of accounting statements, except for cash flow information, appropriate having regard to the criteria for
using the accrual basis of accounting. the selection and application of accounting
» When the accrual basis of accounting is b policies in Ind ‘f‘s 8 ar : :
used, an entity recognises items as assets, (b) an Ind AS requires a change in presentation.
liabilities, equity, income and expenses.
Materiality M Present separately each material class of STRUCTURE AND CONTENT
and similar items. ificati : . . .
aggregation M Present separately items of a dissimilar ::.E An entity shall clearly identify each financial
nature or function only if it is material or o " I statement and the notes.
required by law (even if it is immaterial). I It shall display prominently:
M Ifa Einetitzm i_r;iztu;ndi?r:;iually_ 1:ll_ll:emk:_riﬂ.]l:hit is (a) the name of the reporting entity or other
SMemect: crinthenctss, Slewts 0f Mendre oo, d sty duage
¥ Do not reduce the understandability of its in ﬂ'l"lt_ Mwn“ &ﬂfn the end of the
financial statements by preceding reporting period;
[0 obscuring material information with (b) whether the financial statements are of an
- 'mmate:::al ‘“f“r:“‘a[t;f“_::“r R individual entity or a group of entities;
aggregating material items that have : .
different natures or functions. (©) ﬂ-l‘i::’te ﬂi:}‘lﬂ emij:mﬂ-[mp n:ﬂ?g [!Eﬂﬂ:l
Offsetting | Offsetting of assets and liabilities or income and OELE pEoRcovened by e pet otinjncl
expenses is not allowed unless required or permitted statements or notes;
by an Ind AS or except when offsetting reflects the (d) the presentation currency; and
substance of the transaction or other event (e) the level of rounding used in presenting
Frequency of | An entity shall present a complete set of financial amounts in the financial statements.
reporting statements (including comparative information) The rounding off is acceptable as long as
at least annually. . ; : L
the entity discloses it and does not omit
Comparative | Refer chart 3 of Ind AS 1 for minimum and materialt:nf .
information | additional comparative information. :
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SARANSH Indian Accounting Standards

™| changes in revaluation surplus

| reameasurements of defined benefit plans

| »| gains and losses arising from translating the financial statements of a foreign

| gains and losses from investments in equity instruments designated at fair value through OCI

| gains and losses on financial assets measured at fair value through OCI

.| the effective portion of gains and losses on hedging instruments in a cash flow hedge and the gains and losses
on hedging instruments that hedge investments in equity instruments measured at fair value through QCI

3]
o
g
%
2
g

for particular liabilities designated as at FVTPL, the amount of the change in fair value that is attributable to changes in the
liability’s credit risk

g
B
-
2
i
S

changes in the value of the time value of options when separating the intrinsic value and time value of
an option contract and designating as the hedging instrument only the changes in the intrinsic value

changes in the wvalue of the forward elements of forward contracts when separating the forward element
and spot element of a forward contract and designating as the hedging instrument only the changes in
»| the spot element, and changes in the value of the foreign currency basis spread of a financial instrument
when excluding it from the designation of that financial instrument as the hedging instrument

--------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

© ICAl BOS(A) 5




SARANSH Indian Accounting Standards

INDIAN ACCOUNTING STANDARD (IND AS) 2: INVENTORIES

(e AL

| | |
' produce at the point of harvest (Ind AS 41)

At NRY in accordance with well-established LT
practices in those industries for inventories held by At fair value less costs to sell

ﬁ—'ﬂﬁ
[PRSNT
B s o i RS

Definition of Inventories

Scope of Ind AS 2

* NRV- Net Realisable Value

Inventory

© ICAI BOS(A) 7




SARANSH Indian Accounting Standards

Measurement of Inventories

Inventories are measured at the lower of
I

«  Abnormal amounts of wasted materials, labour or other production costs.

« Storage costs (If those costs are not necessary in the production process before a further production stage).
¢  Administrative overheads that do not contribute to bringing inventories to their present location and condition.
« Selling costs.

« Interest expenses (financial element in deferred settlement terms).

© ICAI BOS(A) 8




SARANSH Indian Accounting Standards

Allocation of cost to joint products and by-products

Cost of each product is Allocation of cost is By-product is measured By-product is treated
based on the separate based on relative sales at NRV and this value is as joint product
cost incurred. value of each product deducted from the cost of and accordingly the
either at the stage in the the main product. accounting is done.
production process when
the products become
separately identifiable,

or at the completion of
production.

Inventory Valuation
Techniques

Inventory ordinarily Inventory not ordinarily
interchangeable interchangeable

Non Historical Cost Methods ‘

Specific ldentification
Method
(generally used in
jewellery and tailor
made industries)




SARANSH Indian Accounting Standards

Material and other supplies held for use in
the production of inventory

I
When finished goods are sold When finished goods are
at or above cost sold at NRV

Raw material is measured Raw material is measured at
at cost replacement cost measured as NRV

Important points of Ind AS 2 to be remembered

| It is an entity specific value
ng | They are measured on initial recognition

e | at their fair value less costs to sell at the
has | point of harvest.

ent of [ A new assessment is made of NRV in
each subsequent period.

% When the circumstances that
previously caused inventories to be
written down below cost no longer
exist or when there is clear evidence
of an increase in NRV, the amount of
the write-down is reversed (ie. the
reversal is limited to the amount of

! the m:i'ginal Wl'itl!‘dﬂwn] The financial

|* When inventories are sold, the at:;tr"«-;wn-r:
carrying amount of those inventories shall disclose
shall be recognised as an expense in
the period the sale is recognised.

% If NRV is less than cost, then the
difference and all losses of inventories
shall be recognised as an expense in
that period.

** When in later year, if NRV increases
then difference to the extent of cost
shall be recognised as a reduction in
the amount of inventories recognised
as an expense in the period in which
the reversal occurs.

©ICAI BOS(A) 10
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SARANSH Indian Accounting Standards

INDIAN ACCOUNTING STANDARD (IND AS) 7: STATEMENT OF CASH FLOWS

Objectives of Ind AS 7

&
To ass 0 requi

) ey sepm) SEEEED)

~ A

| Presentation of a statement of cash flows I

Report cash flows (inflows and outflows) during the period as

Financing activities
result in

in the size an
composition of the
contributed equity
and borrowings of
the entity

I I Exceetinn |

Entities are encouraged to follow the direct methad. The : Equity investments are excluded
direct method provides information which may be useful : from cash equivalents
in estimating future cash flows and which is not available
under the indirect method.
© ICAI BOS(A) 11
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I Cash flows arising from operating activities I

Examples

Key indicator

of the extent

to which the

ﬂFemtiuns

of the entity

have generated

sufficient cash

flows to

+ repay loans

« maintain the
operating
capability of
the entity

* oy
dividends

« make new
investments
without
recourse
to external
sources of
financing

Primari
derived from
the principal
revenue-
producing
activities of
the entity

Generally,
result

from the
transactions
and other
events that
enter into the
determination
of profit or
loss

Indian Accounting Standards

(a)

(b)

(c)
(d)
(e)

(f)

(g)

(h)

(1)

Cash receipts from the sale

of goods and the rendering of

services

Cash receipts from royalties,
fees, commissions and other
revenue

Cash payments to suppliers for
goods and services

Cash payments to and on behalf
of employees

Cash receipts and cash payments
of an insurance entity for
premiums and claims, annuities
and other policy benefits

Cash payments or refunds of
income taxes unless they can
be specifically identified with
financing and investing activities
Cash receipts and payments
from contracts held for dealing
or trading purposes

Cash flows arising from the
purchase and sale of dealing or
trading securities

Cash advances and loans
made by financial institutions
since they relate to their main
revenue-producing activity

Useful in
predicting
claims on
future cash
flows by
providers of
capital to the
entity
_

© ICAl BOS(A)

Examples I

Represent
the extent

to which
expenditures
have been
made for
resources
intended

to generate
future income
and cash
flows

(a)

(b)

Cash proceeds from issuing
shares or other equity
instruments;

Cash payments to owners to
acquire or redeem the entity's
shares;

Cash proceeds from issuing
debentures, loans, notes, bonds,
mortgages and other short-term
or long-term borrowings;

Cash repayments of amounts
borrowed; and

Cash payments by a lessee for
the reduction of the outstanding
liability relating to a finance
lease.

Only
expenditures
that result in
a recognised
asset in the
balance sheet
are eligible for
classification
as investing
activities

Cash flows arising from investing activities I

Examples

(a) Cash payments to acquire
property, plant and equipment,
intangibles and other long-term
assets. These payments include
those relating to capitalised
development costs and self-
constructed property, plant and
equipment;

(b) Cash receipts from sales of
property, plant and equipment,
intangibles and other long-term
assets;

(c) Cash payments to acquire equity
or debt instruments of other
entities and interests in joint
ventures (other than payments
tor those instruments considered
to be cash equivalents or those
held for dealing or trading
purposes);

(d) Cash receipts from sales of
equity or debt instruments
of other entities and interests
in joint ventures (other than
receipts for those instruments
considered to be  cash
equivalents and those held for
dealing or trading purposes);

{e) Cash advances and loans made
to other parties (other than
advances and loans made by a
financial institution);

(f) Cash receipts from the
repayment of advances and
loans made to other parties
(other than advances and loans
of a financial institution);

(g) Cash payments for futures
contracts, forward contracts,
option contracts and swap
contracts except when the
contracts are held for dealing
or trading purposes, or the
payments are classified as
financing activities; and

(h) Cash receipts from futures
contracts, forward contracts,
option contracts and swap
contracts except when the
contracts are held for dealing or
trading purposes, or the receipts
are classihed as financing
activities.

Note:  When a contract is
accounted for as a hedge of an
identifiable position the cash
flows of the contract are classified
in the same manner as the cash

flows of the position being hedged.

12




SARANSH Indian Accounting Standards

RaG 1 Jrue e R B T ]

| .

Reporting cash flows on a net basis
S, e r'*:'n.'l"-.-.'a.:Z-l.'.'-:‘E".-|".-.".'F.'-:-:'Z:f;t::-':'itiﬁﬂm'ﬁ'iiﬁiﬂ:ﬁ.ﬂ'#:giﬁhﬂ'ﬂs-w

Y Y

| QOther than financial institutions I | Financial institutions I

Examples of cash receipts and payments
referred to in paragraph 22(a) are:

Examples of cash receipts and payments
referred to in paragraph 22(b) are advances

(a) The acceptance and repayment madﬂfml““‘iﬂmwtﬂf +
; || (@ Principal amounts relating to credit
of demand deposits of a bank; o o

(b) Funds held for customers
by an investment entity; and
(c) Rents collected on behalf
of, and paid over to, the
of properties.

(b) ﬁ purchase and sale of investments;

(c) Other short-term borrowings, for

example, those which have a maturity
period of three months or less.

Foreign currency cash flows
1
__ Y ¥
Arising from transactions in a foreign currency Of a foreign subsidiary

I]j Recorded in an entit}r'f functional :;umermij

1ange rates between the functional
+ x rency and the foreign currency at
i dates of the cash flows
gﬂ:mgn lange rate between the functional
currency irrency and the foreign currency at
ount e date of the cash flow
Note:

1. Cash flows denominated in a foreign currency are reported in a manner consistent with Ind AS 21.

2. A weighted average exchange rate for a period may be used for recording foreign currency transactions or the translation of the cash
flows of a foreign subsidiary.

3. Ind AS 21 does not permit use of the exchange rate at the end of the reporting period when translating the cash flows of a foreign
subsidiary.

Important Points

1. | Unrealised gains and losses arising from | are not cash flows.
changes in foreign currency exchange rates
2. | The effect of exchange rate changes on | is reported in the statement of cash flows in order to reconcile cash and cash
cash and cash equivalents held or due in a | equivalents at the beginning and the end of the period.

foreign currency is presented separately from cash flows from operating, investing and
financing activities and includes the differences, if any, had those cash flows
been reported at end of period exchange rates.

W h e n|an investor restricts its reporting
accounted | in the statement of cash flows
for by use of | to the cash flows between itself
the equity or | and the investee, for example, to
cost method | dividends and advances.

W h e n|Includes in its statement of cash
reporting its | flows:

interest in |+ the cash flows in respect of its
an associate investments in the associate
or a joint ar joint venture, and |
venture using | «+ distributions and  other
the  equity payments or receipts between

Note: When tax cash flows are allocated over more than one class of method it and the assaciate or joint
activity, the total amount of taxes paid is disclosed. venture.
© ICAI BOS(A) 13
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_ Cash flows from interest and dividends received and paid shall
each be disclosed separately

v \d

In case of financial institutions In the case of other entities

Y ¥ Y \ v v

II]I]!I:I!EII and dividends Dividends paid Di!_iridends Interest paid InteEest and dividends
received aid received

Interest paid

Y Y
Obtaining control of Losing control of subsidiaries
subsidiaries or other businesses or other businesses

|

v v v

hall be classified hall b ted ‘ ; : ; : I
ismresting ;t:ﬁﬁti;: feparatel; FESRE Shall disclose, in aggregate, during the period

The cash flow effects of losing control are not

deducted from those of obtaining control

¥ ¥ ¥ 5

The total consideratio The portion of the The amount of cash and cash amount of the assets and
paid or  receive consideration consisting of equivalents in the subsidiaries halnhl]es other than cash or cash
cash and cash equivalents or other businesses over which| | equivalents in the subsidiaries
control is obtained or lost]| | or other businesses over which
control is obtained or lost,
summarised by each major
category

Cash flows arising from changes in ownership interests in a
subsidiary that do not result in a loss of control

v

Need not apply to an investment in a subsidiary measured at
fair value through profit or loss (FVTPL)

Shall be classified as cash flows from financing activities,
unless the subsidiary is held by an investment entity

Important points/disclosures
Investing and financing M Shall be excluded from a statement of cash flows

transactions that do not require : : )
the oot eash oreash eatiialonts M Disclosed elsewhere in the financial statements

Other Disclosures Disclose, together with a commentary by management, the amount of significant cash and cash
equivalent balances held and are not available for use by the group

© ICAl BOS(A) 14







