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CONCEPTUAL FRAMEWORK OF IASB

!

Purpose and Status

.

> IASB

>

National standard
setting bodies

=

- Auditors —

Users of financial
information

Provide assistance to

— e

e

Develop future IFRS
Review of existing IFRS
Harmonization with other standards

Develop national accounting standards

Forming an opinion whether financial
statements give true and fair view

Preparation of Financial statements
Dealing with items not covered by IFRS
Interpretation of financial statements

IFRS includes:

!

148 Scope
IFRIC ¢
sIc
Deals with —

Objective of financial reporting <

Qualitative characteristics of
useful information

<4

Definition, recognition,
measurement of elements of FS

4+

Concepts of capital and capital
maintenance

<

v

To provide financial information to
make economic decisions

v

Financial information includes
information about entity’s economic
resources & claims

v

Following statements provides

financial information:

e Statement of financial position

e Statement of comprehensive
income

e Statement of cash flows

e Statement of changes in equity

v

Fundamental & enhancing
characteristics

v

Fundamental characteristics include:
. Relevance — Material
information that effects
decision making
. Faithful representation means:
- Completeness
- Neutrality
- Free fromerrors

v

Enhancing characteristics include:
. Comparability

. Verifiability

. Timeliness

. Understandability

v

Useful information is subject to cost
constraints. Benefits > Costs

v

Different reporting requirements
depends on size of the entity and
other factors

\ J

Underlying assumption for
preparation of financial statements

v

Going concern means:

. No intention to liquidate or

. Financially viable in

. Foreseeable future (12 months)

v

Elements of financial statements

v

Definition of elements:

. Assets — control over economic
resource

. Liabilities — Future outflow of
economic benefits

. Equity — Residual interest in Assets

minus Liabilities

. In =1 in ic benefits
. Expenses — Decrease in economic
benefits

v

Recognition of elements:

. Probable inflow/outflow —
Probable means more than 50% chance

. Cost/value can be measured
reliably — Reliably means best estimate
by an expert

Measurement of elements:
Historical cost

Fair value

Realizable value
Present value

Financial & Physical capital

v

Financial capital means:
. Invested capital or
. Invested purchasing power

Physical capital means:
. Operating capability or
. Production capacity

v

Maintenance of capital

v

Financial capital maintenance:
Net assets at the reporting date
exceed net assets at the beginning of

the year

Physical capital maintenance:
Production capacity at the reporting
date exceeds production capacity at
the beginning of the year
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Fundamental
Principles
. Straightforward &
e Integrity —> hinest
e Objectivity Unbiased professional

judgement

-

e  Professional
competence & —p
due care

-

e Confidentiality —»

!

e  Professional
behavior

Attain knowledge and
skill & act diligently

Clients' information
not to be disclosed

Compliance with laws

& regulations

PROFESSIONAL ETHICS

Threats ﬂ

o Self-interest —p

v

o Self-review —>

.
:

e  Familiarity —p

.

e [Intimidation —»

v

Appropriate Actions

|

Discuss with Supervisor

|

Discuss with
Management

|

Consult with relevant
professional body

|

Consult with internal
auditor

|

Consult with legal
counsel

|

Inform users of
information

|

Inform regulatory or
oversight body

v

Documentation

'

Facts

v

Accounting principles
or standards involved

v

Communication with
concerned parties

,

Courses of actions
considered

v

Approach to deal with
the matter

Incentive or job

security

Evaluation of past

work

e Advocacy —  Promotion of Client

Long or close

relationship

Pressure of client or

boss
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JIAS 1 — PRESENTATION OF FINANCIAL STATEMENTS

[ Financial Statements J

Statement of
financial
position

Statement of

comprehensive

income

I

(et ]

[OCI]

[ General Features ]

KFair Presentation

® Going Concern
e Accrual basis

o Offsetting

e Reclassification

e Unreserved statement
e In-appropriate treatment
e Disagreement with IFRSs

o Materiality & aggregation

e Frequency of reporting
e Comparative information

~

kConsistency of presentation/

Statement of Statement of Notes to the
changesin cash flows financial
equity statements
[ Structure & ]
[ Identification of FS ]
Stertement of Statement of Notes to the
Financial comprehensive financial
income statements

position

Current / Non-
current

Current assets
Current liabilities

~

Profit & Loss
odcl
P & L attributable
to NCI & Parent
TCl attributable to
NCI & Parent

/

fa

Accounting
policies

e Information not
disclosed on the
face of SFP &

K SOCI

~

/
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IAS 2 INVENTORIES

v

v

— Definitions Measurment
. . Held for sale in the ordinar .
—»  Finished goods —» {ome of business Y Initial Subsequent
. Inth ducti
—»  Work in process —» " e”}gfesf;ﬂ . At Cost Lower of
. Materials to be consumed in . ) Cost NRV
~»  Raw materials —» ™~ production process Cost includes:
e (Costs of purchase
. j .
Costs of conversion Indicators
e Other costs
Costs of purchase include: ¢
. Purchase price excluding trade discounts; T ¢
. Import duties & taxes excludin . . . In case inventories:
> *hdable; I e cring Techniques for the e Dotge:
; : el ] ;
*  Transport, handling; & ;g:gn?;ﬁi d?rio::; measurement af . Partially or wholly obsolete;
. Other costs directly attributable it ¢ . Selling price declined; or
costs . Cost of completion increased
Costs of conversion include: . ;
. Costs directly related such as direct r’aboro Standard cost The retail .
e Allocate fixed overheads based on normal capacity; method method Adjustable event
—> ., Allocate variable overheads on actugl basis; as per IAS 10
. Allocate joint costs on a rational and consistent basis; & ¢ ¢ ¢
. Deduct NRVofbyproducrfromorhe cost of main product Cost is measured based Cost is measured by
on normal levels of all reducing sales value by o d selli .
inputs & capacity appropriate % gross il Efrrmai: sefiing p;:rr:e
Other costs include: utilization margin —estimated cost to se
. Non-production overhead e.g., cost of v
g designing product for a specific customer Job order
e Borrowing costs as per IAS 23 costing COSthfTﬂUl'ﬂS
. In case of deferred settlement terms,
expense out financing element Yes | tories it In case of a firm sales order:
f?'v‘en ories items . NRV = Contract price — estimated cost to sell
No interchangeable In case of inventory in excess of firm sales orders:
e FIFO *  NRV = Estimated selling price — estimated cost to sell
e Weighted average cost < Raw material write down to NRV
g g PFOC.E’SS . No write down of raw materials, if finished goods in
costing which they will be incorporated can be sold above cost
¢ . NRV of raw materials = Replacement cost
— Recognition as an expense NRV Reversal
When inventories are sold ¢
—» & Recognize carrying amount as an expense Reversal t‘f’ {Lhe e"t'f-’”t of amount of
e Based on matching principle in the period of sale original write-down
Write-down and all losses
e Recognize as an expense in the period of occurance
Reversal of any write-down
—p e Recognize as a reduction in the amount of inventories

recognized as an expense in the period of reversal
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Sale of goods and rendering of services

~

Rovalties, fees, commissions and other revenue Receipts

Contracts held for trading

Employees
Income taxes
' “.\ Payments

Suppliers for goods and semvices

Contracts held for trading

Sales of PPE & other NCA
Sale of equity or debt instruments
: o . Receipts
Repayments of advances and loans -~

Denvatives

Acquire PPE & other NCA

Acquire equity or debt instruments \
" Payments

advances and loans made to other parties

Derivatives /

Issuance of shares or other equity instruments

\ Receipts

y,

Issuance of bonds, debentures, loans, notes,
mortgages & other long term bomowings

Repurchase of entity's shares
Repayment of borrowings Payments

Repayment of lease by lessee

Operating activities

. Investing activities

' Financing activities /

' Presentation

Component of financial statements

IAS 7 Statement of Cash Flows |

Reporting

Operating activities

Investing activities

Financing activities

Net basis

Foreign currency cash flows

Interest, dividend & income tax

Investments in subsidiary, associates and JVs

Changes in ownership interests in
subsidiaries and other businesses

Benefits

Direct method

Indirect method

Evaluation of changes in net assets

Ability to generate cash & cash equivalents

. Better prediction of future cash flows

Major classes of Gross cash receipts and payments are disclosed

Profit before tax adjusted for non-cash items, deferrals or accruals
and cash flows related to investing or financing activities

Major classes of Gross cash receipts and payments are disclosed

Major classes of Gross cash receipts and payments are disclosed

If related to same partes or have short maturities

FC transactions / Foreign subsidiary Transate into functional currency at the date of cash flow

Unrealized gains/(losses) NOT cash flows

Cash & Cash equivalents Report to reconcile opening and closing cash & cash equivalents

Report interest / dividend paid/received separately

Classibyina conskient manipr Interest & income tax paid and interest dividend received are usually

reported as an operating cash flows

Report cash flows related to investments, distnbutions and receipts

Eqmty SEGsEnited & payments related to intragroup transctions

Report considerderation paid or received net of cash &
cash equivalent in the subsidiary as investing acitivities

Report assests & liabilities by each major
category in relevant class

Acquisition or disposal of a subsidiary is
reported separately as investing activities

Changes in ownership interest withoug loss of
control reporated as financing activities
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IAS 8

Accounting Policies

Principles, rules,
bases & practices

Selection &
Application

Changes

Accounting Estimates

Adjustments

Prior Period Errors

Mathematical Mistakes

Mistakes in applying
Accounting policies

Carrying amount of an
asset or a liability

Amount of periodic
consumption of an asset

Oversights or
misinterpretation of facts

Fraud

As per applicable
IFRS

Required by IFRS

Reliable & more
relevant information

1. Recognition
2. Measurement
3. Presentation

Not for immaterial
item

Retrospective
application

1. Bad debts

2. Inventory obsolescence

3. Fair value of financial
assets or liabilities

1. Depreciation
2. Warranty
obligation

Adjust opening balance of

earliest period presented

Difficult to distinguish between
Accounting policy and estimate, treat it
as change in accounting estimate

Prospective
application

Retrospective
adjustment

Adjust opening balance of
earliest period presented
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IAS 10 — Events after the
Reporting Date

Events
occur between

N

End of the reporting
period

Date of statement
of financial position

Types of Events

Adjusting events

Conditions existed
at reporting
period end

Inventory

Bad debts R
write down

Authorization date

Non-adjusting

events

When board of
directors approve
Financial Statements

Conditions arose
after the reporting

period

Dividend

Fair value decline

Going concern
assumption
not valid

Impairment Loss

Purchase
commitment

New litigation

material

Disclosure only if
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IAS 12 — Income Taxes

Tax Base

Asset

Liability

Deductible
amount

Non-taxable
(Always equal to

Current Tax

For current
period

CA minus
deductible
amount

Taxes payable

Taxes recoverable

Deferred tax
asset

Deferred Tax
For future
periods

“— (Always equal to

Non-taxable

Deferred tax
liability

Deductible temporary
differences

Carry-forward of
Unused tax losses

Carry-forward of
Unused tax credits

Taxable temporary
differences

Asset = CA < Tax Base

Liability = CA > Tax Base

CA) CA)
RECOGNITION
All taxable temporary
differences
Exception
. Government Investments with
Goodwill . o
Grants Certain conditions

differences

Deductible temporary

To the extent

Taxable profit will be
Available in future

Asset = CA > Tax Base

Liability = CA < Tax Base

TIMING
DIFFERENCES

Income

Included in
accounting profit

Expense

Included in

accounting profit

Not included in
Taxable profit
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IAS 16 - PPE

R

Tangible Items

S S—

Land & Buildings

Accounted for

Initial Costs

Held Used separately
Use in the Supply of More than Unlimited Limited
Production Goods or Services One period - Normally - Reclaimed land
Rentals for Administrative
others Purposes
Recognition
Initial Subsequent
Measurement Measurement
I I
I I
AtCost Cost Revaluation
[ Model Model
I I c II I
Subsequent obf es Revalued amount -
Accumulated
Costs . Class of asset
depreciation

Purchase Price less
Trade discounts

Costs directly
attributable

Cost of dismantling,
Restoring the site

Replacement
costs

Maintenance

Repair &

Cessation of
Capitalization

Major overhauling

Surplus

Deficit

Employee Site & inspections P&L to the extent OCl to the extent
benefits preparation ocl Reverses previous P&L Reverses previous
Exchange of deficit surplus
Initial delivery & Installation & Nanamiontary
handling Assembly Assets o
Depreciation
At fair value
Cost of testing i.e., Professional unless I I
Trial run production fees Depreciable Amount Coases
P&L = Cost — Residual Held for disposal /
| value Disposal
Location Transaction lacks . .
= : Fair value cannot Carrying amount
Condition Commergal Reliably measurable Of asset given up
Available for intended use substance
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IAS 19 —

EMPLOYEE BENEFITS

Short term
benefits

Recognize a liability
& an expense

N B

Post-employment

benefits

——

Recognize a liability
& an expense

Other long term
Employee benefits

Similar to post
Employment

Termination
benefits

Recognize a liability
& an expense

benefits
Short term paid Profit sharing & Defined | Defined Excention No longer
absences Bonus plans Benefits plans Contribution plans P Withdraw the offer
e ——=1 | |
Re- t
Gratuity Provident Fund :hgzzzu::?EE
| Short-term Long term
Multi employer benefit benefit
Unfunded Funded
plans
Insured benefits State plans
Deficit /surplus Plan assets Service cost Net intetest.on Re mEasurement
R the net DBO Of the net BDO
PV of DBO minus ASS?ZZZﬁfbi\:]fund Current & Past Asset ceilin Actuarial Return on
FV of plan assets - v .g. Service Cost J Gains & losses Plan assets
insurance policies
Any gain/loss on Refund Experience Interest, dividend
settlement From plan Adjustments & other income
Reduction in Effects o chfanges
. I In actuarial
Actuarial . Future contribution :
e e | P — = e = e e Variables assumptions

Assumptions

Demographic

Financial

Employee turno
& mortality

Final salaries

ver

Employee Medical cost
contributions trends
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IAS 20 -
Government Grants

Related to
Assets

Presentation

Deduction from
Carrying amount
Of the asset

Deferred
Income

Recognition

Reasonable
assurance

Compliance with

conditions

Grant will be
received

Accounting for

Government grants

Related to
Income

Presentation

Separate line
Item

Income
Approach

Recommended

Capital
Approach

Depreciable

Cash Asset

Non-depreciable
Asset

Package

Compensation

Charge to P&L when
related cost is
expensed

Charge to P&L with
related asset’s
depreciation

Charge to P&L when
cost of obligation is
incurred

Charge to P&L
as per conditions
attached

Charge to P&L
when becomes
receivable

| Accounting |

Treatment options

At Fair Value

At Nominal
Amount

Deduction from
Related expense

Repayment

Grant related

To asset

Increase CA /
reduce deferred
income

Additional
Depreciation as
An expense

Grant related
To income

If no deferred

credit,
expense out

Applied against
Unamortized
Deferred income
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Effect of change in
functional currency
apply prospectively

Currency of operations &
financing (if not obvious,
management judgement)

Other than functional currency

Currency of financial statements

:

It is allowed to use any currency
as a presentation currency

O

1AS-21
THE EFFECTS OF CHANGES IN FOREIGN EXCHANGE RATES

v

Definitions
Types of currency 4————» Exchange rates
R | v
<«4— Functional currency Spot rate
<4—  Foreign currency Closing rate
<4—— Presentation currency Average rate
v
Reporting

— > Date of transaction rate

— > Reporting date rate

—» Average rate of relevant period

'

Practically used forincome &
expenses translation

Subsidiary, JV,
Associate,

v

Foreign currency transactions

v

Foreign operations

Branch

l
v
Initial
v v
Income/ Asset/
Expense Liability
Average rate Spot rate
Specific Write down /
issue impairment

;

Cost/CA at sport rate > NRV/RV
at closing rate

v

v

Subsequent Initial Subsequent
' v
J'. - v v
Asset/Liability Income/ Asset/ Asset/Liability
| Expense Liability ¢
Monetary Non-monetary * ¢
Closing rate
¢ ¢ Average rate Spot rate ¢

Measured at FV

v

Closing rate

v

Gain/(loss) Closing rate
P&L Gain/(loss)
FVTPL 4—'—’ FvTOC
P&L ocl

ocl  4— Gain/(loss)

——p  Specific issues

—’ Hyperinflationary economy — Apply closing rate after odjustments os per IAS 29

Consolidation
. Trangfer gain/{loss) on Introgroup osset/liability to P&L
£ . Goodwill translation ot closing rate

NA of subsidiary ot reporting dote ot closing rote

Disposal — Transfer accumulated exchange gain/{loss) in equity:

In case of full disposal into P&L
In case of decrease in stake into NCI — Proportionate share
In case of partiol di; lof A tment in equity instruments into P&L

L :
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IAS 23 — Borrowing Costs

Exceptions

Qualifying asset
Measured at

Inventories produced
In large quantities

Interest cost

Amortization of

discounts or premiums

Amortization of ancillary

Exchange difference on FC

Accounting
treatment

i iti i . . Capitalized
Fair value On a repetitive basis - e e p
X Dividend on preference T
Lease finance P Qualifying
charges stiares assets
Classified as financial liability
Take substantial
Time to get ready
Specific
YOS | = —— i i i e o e ) s e ] p :
borrowing
Cessation Commencement Suspension
. Substantially all . Activities necessary Extended periods
Minor Expenses are Borrowing cost

Modifications left

Activities
completed

Being incurred

Being incurred

To prepare asset
In progress

Active development

interrupted

Expensed
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I1AS-27
SEPARATE FINANCIAL STATEMENTS

!

Presented by

A Parent Company €¢—F—» An Investor

that prepares Consolidated That does not have a
financial statements Subsidiary and

)

Apply equity method as per IAS-28 on
e [nvestment in Joint ventures
e [nvestment in Associates

Apply all applicable IFRSs except <4—

!

Apply IAS-27 on:

e |nvestment in Subsidiaries

e |nvestment in Joint ventures
* |nvestment in Associates

v

Account for either:

e At Cost; or Apply same accounting for each
e At FVTPL as per IFRS-9; or category

e Using Equity method as per IAS-28

If any investment is classified as held for sale:
e Apply IFRS-5 accounting only on investments
—> accounted for at cost or using equity method.
e No change on investments accounted for as per
IFRS-9i.e., FVTPL

Dividend income is recognized in
¥ P&L unless investment is accounted
for using equity method

> Investment entity

Reorganization of a Group

| I !

Ceases Becomes A parent/an entity established a
i i new entity as its parent
Date of change of Date of change of l
status status New parent obtains control of
i i original parent/entity
Date of Acquisition Apply IFRS 9 - FVTPL No change in assets & liabilities of
i l new group & original group/entity
Fair value = Cost of investment Gain/(loss) in P&L

Original parent/entity has same
interest in the NA of new group

}

Investment in original parent/entity
measured at Cost = CA of Share of equity
in SFS at the date of reorganization
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I1AS

32 - Financial Instruments

Contract

Financial Asset

|

Cash

Investment in
shares

Contractual right to
receive

Settlement

Financial Liability

Settlement in entity’s
own equity instruments

Contractual
obligation to deliver

]

Settlement in entity’s own
equity instruments

. Cash

Variable number

Cash

Variable number of

Financial Liability

Based on substance
and definition

Exception — Puttable
Instrument (Features)

Option to settle in
either cash or shares

Contingent
Provisions

Prorate share in net
assets

Subordinate to all
other classes

Identical features

No other obligation
to deliver cash than
redemption

Expected cash flows from P&L, change in Net
assets and fair value change in net assets only

Reclassification

Equity Instrument

|

Equity Instrument

Equity = Assets - Liabilities

*  Another Financial Asset of equity *  Another Financial Asset s ——
. Potentially Favorable Derivative instruments . Potentially Unfavorable Derivative <A
PRESENTATION COMPOUND FINANCIAL INSTRUMENT

Financial liability

Equity instrument

Treasury Share shown as
deduction from equity

FV by discounting using
market interest rate

By deducting FV of FL
from FV of CH

1. Interest, dividend, losses and gains
related to Financial liabilities
recognized as an expense in P&L

2. Dividend related to equity
instrument recognized in equity

At maturity
1. Conversion
2. Repurchase

Offsetting only
1. legally enforceable right to set-off

2. intends either to settle on net basis or
to realize asset and settle the liability
simultaneously

Before maturity
1. Conversion
2. Repurchase

Induced conversion

Difference between CA of
El and FV of FL in equity

Equity instrument to
financial liability

Financial liability to
equity instrument

No gain / loss

Additional payment recognize as a loss in P&L
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3 Basicearnings + Preference
!_Earmn_gs 1 shares dividend + Aer taxinterest

(

MNumber of shares issued at

.Omi‘__ average market price

[
{ 2 Convertible preference shares
Convertible instruments. o Lnr:;raur:c;u;:t;ble
; s R v o " Convertible bonds
Diluted ‘;' Basic shares + Converted shares of potential J-‘ —
\\. Shares ordinary shares_ from beg_inning pfthe period or |:/ Based on spedified eamings
o date ofissue whichewveris later .'I
¥ Potential ordinary / Bazed on a specified share price
\ shares S i Included only if /
ontingently issuable shares conditions are met )'I Based on both specified
S S earnings & share price
\'\. Baszed on anyother conditions
\ 2 2 Only ifoption i=
\\ Written put options e ey
Purchazed options Not included
Profit after tax jing . Conti mjng_nr:eratinns
preference shares dividend / i i T
IAS-33 EPS f__ {_\h Dizcontinued operations
Cumulative Dividend reguired for the period
Earnings // i ey ;
— : riginal issue discount or premium
f \" increseand rate amortizd using effective interest method
—_—
f
IIII /] 5 y =
| Early conversion qumunal cu_nsn:leratmn over
'\I Diidend on Preference . p— o __ firvalue ofissuable shares
| shares dassified as equity VRN AE LIS (MO £ . : .
- R\ neiichase E xcess of fair value of consideration
Yy S vy overthe camying amount
\ Non-cumulative Dividend declared forthe period
Basic Il\. T Dividend calculated using algebric
\ P - ion based on sharing ratio
Date ofissue or buy back
P R N A
Date of conversion
/
‘| Date of gsettlemen of a liability
Considertion Date to be used |/ Date of services rendered
F T\R=—
/ \I\ Date of purchase of an asset
/ \
\ VWeighted average number of shares 3 l'\ Date when all necessary conditions satisfied in
| Shares Dgutstaming guring the period ) Shares issue orbuyback  / \ case of contingently issuable shares
i e ‘\
\ . . : * Adjsut number ofshares, if announced
'\‘ Mo consideration Date to be used Bonusissue / Shares split/ after reporting date but before
#the beginning ofthe Ao Loreriiain authorization date
earliest period presented Vi =
“\ Bonus factorof TERP = Weighted Bonus factor =

Rightissue average price ofshares Market price f TERP
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Impairment Loss
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[ |

Mandatory Indicators -
Annual Testing ChzRA Other Assets
|
I I
=g ink Goodwill Higher of External Internal
Asset
[
I |
Indefinite Not available Business Cash Generating
useful life For use Combination RS i Units
Recognition and . Relative value
Basis
Measurement approach
|
| |
Management's Maxi. 5 years Di I R izati
In profit & Loss On revalued asset Best estimate projections LSPOSd SR
In OCI
Exclude future Exclude tax and Te.stlng e C(_;U
. . i With Goodwill/
Restructuring cost Financing cash flows
Corporate assets
Allocation of
Impairment loss Foreign currency Pre-tax Allocated to Unallocated to
Cash flows Discount rate cGU cGU
|
I I
Step 1: Step 2:
S ] Pro rata basis Compare CA of CGU Compare CA of CGU
Reduce Goodwill : . A .
To other assets Reversal of with goodwill/ without goodwill/
. Corporate assets Corporate assets
Impairment loss

I
I |
Upto the CAif
impairment had not
occured

Not apply to
Goodwill
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Contingency
I |
. Contingent Contingent
Erovisions Liabilities Assets
| |
| [ I I I
| .
. Possible Present Not
Legal [ Lonstnctue | obligation obligation Recognized
! |
! |
Aliability of | i Either
Uncertain amount | R —_—— = - Not probable benefits Re-imbursements
Or timing [ 6 - Not reliably measureable
|
|
Recognized I Measurement b=l ly
6 | If virtually certain
|
|
| Best Risk &
Present Past | Estimate Uncertainties
Obligation Event
|
: Present Future
Value Events
Future economic Reliable |
benefits Estimate |
|
|
|
|
Onerous . I
o Restructuring

In case of Sale

Binding sale
agreement
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IFRS-2
SHARE-BASED PAYMENTS

I

v

Equity-settled payments (ESP)

Goods/Services

- issued as a
received by

Consideration

Equity instruments

v

Cash-settled payments (CSP)

Cash payment based on price of
equity instruments

; ; Measurement
Measurement
Subsidiary Parent I + +
* + Y v . Initial Subsequent
Settled by Settled by Employee Supplier ¢ ¢
Parent Subsidiary ¢ *
Fair value of Fair value of Fair value gain/
Intrinsic FV not - F_alr_\.fi!(ue of . Goods/Services financial liability (loss) in P&L
value (IV) available equity instrumen
at grant date v
Recognition

IV = FV of share — exercise price

v Conditions ‘
Subsequent change in IV = P&L

Yes | No

Recognize as per
conditions

i ¥

l Fair value shall be
L]

Market price adjusted for terms
& conditions

If market price is not available
use a valuation technique

:

Over vesting
period

Recognize
immediately

—» Reload features ——  »  Treated as a new option granted

Non-vesting conditions Vesting conditions —

! ¢ —

Cancellation or settlement ——p

v

Choice between ESP & CSP

Entity QJ—P Counterparty

v v

Cash-settled Treat as a compound
payment only if financial insturment

—

. ESP has no commercial

substance Employee Supplier
. Entity has a past practice/ ¢ ¢
stated policy or generally - -
settles in CSP Equity Equity
l component component
Otherwise Equity-
settled payment
FV of ESP — FV of CSP
FV of Goods/Services — FV of CSP 4—————

Recognize immediately in P&L

Adjust FV at Service Performance Modifications (MD) —» P&L = FV after MD — FV before MD
grant date Condition Condition
|
* * No adjustment if modification is In case employees of subsidiary shall be awarded equity instruments of
Over vestin ot favorable f I Parent
period € Market Based Non-market ot favorable for employee In case of equity-settled
e.g., Share Price Based e.g., EPS Journal entry
In subsidiary FS: Dr. Expense Cr. Equity
¢ ¢ In parent FS: Dr. Investment in subsidiary Cr. Equity
. . . . In consolidated FS:  Dr. Expense Cr. Equity
Failure to meet Adjust FV at Revise vesting
vesting conditions grant date period In case of cash-settled
I Journal entry
In subsidiary FS: Dr. Expense Cr. Equity
Reverse the expense by transferring directly to In parent FS: Dr. Investment in subsidiary ~ Cr. Liability
In consolidated FS:  Dr. Expense Cr. Liability

Retained Earnings
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IFRS 3 — Business Combination

Acquisition Method

Acquirer / (Parent as

per IFRS 10)

Acquisition Date

Joint Operations

(IFRS 12 — Disclosures)

- Identifiable Assets

Joint Venture

IFRS 9 — Financial
Instruments (IFRS 7 —
Disclosures)

Pre-existing
relationship

Measurement Period
up to one year

Acquisition related cost to be expensed out

Acquisition
Shares — Net Assets
Yes B
Control as per ; Wi
IERS 10 Business - Process
- Output
NCI No

: ity
- Majority of Power over the investee Calculation Methods I

- E:-:pc:su.rle.-, or rights to, variable returns | IAS 38 IAS 16 Business under

- The ability to use power common control
NCI x FV of net assets HEFEi;I;iI;IﬁI daatte I
at acquisition date q ol B

Yes No I Additional Guidance
Joint Control |
I
I Acquisition without
Yes No | Step Acquisition transfer of
2 consideration

I;RS 1 JDII‘I: Significant Influence |
rrangemen i
l
I
l
I
I
I
I
I

- Liabilities
- NCI

Goodwill / Bargain

Contingent

Purchase

Consideration

IFRS 10 - Consolidation
IAS 27 — Separate F5
IFRS 12 - Disclosures

IAS 21 - Foreign
Subsidiary

Recognition

Guidance
-Intangible Asset
- Operating lease

Yes No
IAS 28 — Equity Method
(IFRS 12 — Disclosures)
As per Conceptual
Framework
Exceptions

Measurement —

Acquisition date —
Fair Values

Subsequent Measurement

Reacquired Rights to be
amortized over remaining
contractual period

Contingent Liabilities at the
higher of IAS 37 or amount
initially recognized

Indemnification Assets on
same initial basis

Contingent Consideration if
asset or liability as per IFRS 9

Contingent Liabilities
as per l1AS 37

Income Taxes
as per lAS 12

Employee benefits as
per lAS 19

Indemnification
Assets at FV

Reacquired Rights at
Fv

Share based payment
as per IFRS 2

Assets held for Sale
as per IFRS 5




Earns revenue & incurs expenses

Conditions / Operating results reviewed by CODM
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Discrete financial information available

Comporent of the entity

nature of the products & services

nature of production porcesses

Aggregation criteria Similar Class of customer

Distritubtion methods

nature of regulatory environment

Reported revenue from external & internal customers == 10%aof Combined Revenue
Assets == 10% of Combined Assets
IFRS 8 ] Operating Segements
Operating Quantitative thresholds Any of them Absolute amount of Profit OR Loss
Reportable Segments [ \ => 10% of Combined Profit OR Loss

Segments
Management discretion, if the segment information is useful
Listed Entity
Inthe procrss:of ksting Maon reportable Segments Combine all such segments
Additional Segments If total external revenue reported by operating segments < 75% of the entity's revenue
Maximum limit of segments is 10 Reassess and combine segments
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v

IFRS 9 FINANCIAL INSTRUMENTS

Classification & measurement

v

Loss allowance for FVTOCI recognized in

S i ops 5 P e odl
9> Equity instruments —p> Conditions for classification — Initial recognition In case host is a derivative, apply same
* classification to an entire hybrid contract +
At reporting date,
FvTOCI _» Irrevocable election to designate except held for _» Fair value + transaction if Credit risk increased significantly
trading & investment in subsidiary cost In case host is @ non-derivative, since initial recognition
* embedded derivative shall be separated
P if, and only if: B -
IR b iy e kemeen | Lttt " oo (GRS Defeulerck
Fosteharged toiPaL sh‘:ﬂl be ac,countedfor as per risks of both are not same; +
applicable IFRS P ] Embedded derivative meets the
PP definition of a derivative; and Assessed based on forward-looking
. The hybrid contract is not information
measured at FVTPL

An entity may designate an entire contract with non-derivative host to FVTPL if:
. Embedded derivative does not significantly modify cash flows; or

I F’nanC'aI I'ab'hty . A prepayment option is there in the contract; or
* . Unable to measure embedded derivative separately

Amortized cost —> Initial recognition —» Reclassification is NOT allowed

v v

Fair value - transaction
cost

‘—I

Exceptions

. Derivatives at FVTPL

When transfer of a financial asset does not qualify for
derecognition or when continuing involvement approach applies
Financial guarantee contracts

Commitments to provide loan at below market interest rate
Contingent consideration as per IFRS 3 .
Irrevocable election to designate as at FVTPL to eliminate .
accounting mismatch or where performance of a group of assets

& liabilities is evaluated at FVTPL

In case of a financial liability designated as at FVTPL

any change in fair value shall be presented in:
—} . OCl related to changes in credit risk; and °
Remaining in P&L °

If results in accounting mismatch all in P&L °

Recognize any gain/(loss) in P&L

In case of Purchased or originated credit-
impaired financial assets — Only lifetime
ECL shall be recognized

Loss allowance = l Yes
Lifetime ECL

Reassessed credit risk at each
reporting date & in case of re-
negotiated or modified cash flows

<

Risk & rewards retained

v

Evaluation of extent of rights retained:

Substantially transferred - Derecognize;
No substantially transferred — Continue recognition

Loss allowance = 12- ¢ No
month ECL

<—

R

No control retained - Derecognize asset and recognize separately

new asset/liability
Control retained — Continue to recognize to the extent of
continuing involvement

Excluding hedge accounting

* Reclassification scenarios: At reclassification date
. AMTC to FVTPL: FV — amortized cost = P&L
—  Financial asset Regular way purchase or sale —»  Accounting —Pp Trade date Reclassification ®  AMTCto FVTPL: FV - amortized cost = OC
. FVTPL to AMTC: FV = Carrying amount (CA)
* + * . FVOCI to AMTC: FV +-Previous cumulative G/(L) = Carrying amount
5 5 . FVTPL to FVTOCI: FV = Carrying amount
Debt instruments —p> Conditions for classification = Initial recognition Recognize / derecognize: . . FVTOCI to FVTPL: FV = Carrying amount (Previous cumulative
] An asset to be received Prospectlvely gain/{loss) transfer from OCI to P&L
+ & a liability to pay on
the trade date
. ' . Business model: Held till maturity ' Fair value + transaction " -
Amortized cost . Contractual cash flows: Principal + Interest cost P ImP airment
* —p Settlement date
FvToc . Business model: Held till maturity + for trading Fair value + transaction + ; ReCOg’" tion Of ECL ;
: . Contractual cash flows: Principal + Interest B cost Recognize / derecognize:
. An asset on delivery date General approach Simplified approach
Change in fair value between trade &
. If not classified at Amortized cost or FVTOCI Eairvalie: transaction settlement date: + +
FVTPL — . Irrevocable election to designate to eliminate ~ —Jp» codf cha;ged to P&L . Not recognize for amortized cost e a k " B n T " — iiticl
accounting mismatch . Recognize in P&L for FVTPL Recogn.lz'e'a loss al o.m./ance = 12-monti Recogn'lz'e a loss allowance = lifetime ECL at initia
;o ECL at initial recognition for: recognition for:
. Recognize in OCI for FVTOCI . )
. i . FA measured at amortized cost; . Trade receivables;
Use effective interest method for revenue calculation except for: . FA measured at FVTOCI; . A contract asset without significant financing
. Purchased or originated credit-impaired financial asset; or = = . A lease receivable; component:
il A Embedded derivatives a Ronen;
o Financial assets that become credit-impaired subsequently . A contract asset with significant In case entity chooses an accounting policy to measure
Modification of contractual cash flows: Recalculate the gross carrying amount i.e., + financing component; or lifetime ECL for:
> . Present value of modified cash flows using original effective interest rate; or . A loan commitment; and . A lease receivable;
®  Incase of hedged item use revised effective interest rate A hybrid contract has a: . A financial guarantee contract . A contract asset with significant financing component
Write-off . Host — Derivative; or
. Directly reduce the gross carrying amount when no reasonable expectation of recovering a financial assets in its . Non-derivative; &
entirety or a portion thereof. (Derecognition event) . One / more embedded derivative Measurement of ECL

v

Measure ECL in a way that reflects:

. An unbiased & probability ighted amount based on
evaluation of a range of possible outcomes;

. Time value of money; &

. Reasonable &supportive information about past,

current & future conditions

Derecognition

A financial | I

asset

Apart ofa
financial asset

A part of a financial asset includes:

. Interest rate strip — Interest cash flows

. A pro rata share of all cash flows — Share of principal
+interest

. A pro rata share of specific cash flows - Interest only

Derecognize a financial asset or a part only if:

. Contractual rights expires; or
. Contractual rights transferred; or
. Contractual rights retained but an obligation to

transfer contractual cash flows assumed
Derecognize a financial liability only if:
. Obligation is discharged or cancelled or expires

When contractual rights retained derecognize only if:

. No payment without collection;
. No selling of pledging allowed;
. No reinvestment allowed
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|IFRS 10 Consolidation

Adjustments.

Intragroup sdjustments.
Basic Premise Single economic entity
At reporting date

Non Conorliing Inerest

Attributable PAT & TCI

Apphy soquiston methed as per IFRE2

Acquisition Azzooiste to Subsidiany

- Equity inwvestment to Subsidiany

Consofidsed F5 Gaindoss= Cash + NCI- MA - Goodwill

Full disposal

Separaie F5
Dispossl
e Subsidiany to Aszodsie
Fartizl dizposal
= Subsidizry to Equityinvestment

Scenarios

Increase

Change in ownership stake Without loss of control

Desmed disposal of asscicat at fair valus

Deemed disposal of equityinvestment at &ir walue

Gaindoss = Cash + NCI + Investment in Assodiate at P\ - NA - Goodwill

Gaindosz = Cazh + NCI + Investment in Equityinvestment 3t FV - NA - Goodwill

Parent owns a subsidiary and fhat subsidiany has its

Reversal of PV adj on sub deposal of: izry net asset

Expess d amortzaton on FV.

Totl impairment in parenfs books in cas= of NC| at proporfionate share
Goodwil impairment] =3 i s BT x
[ Parznts shars of impairment in case of NCIat f5ir valus

Recognize cash/stock in ransit in the receipient books

Investment in subsidisry fom parents books

Sh pits! & p

reseres of adiany

Reverse ssle/purchase between parent & subsidiany
Eliminate Reverss receivsblespayables bewsen parent & subsidisny
Reverse Unrealized gaindoss on ssle betwesn parent & subsidiary
Reverss interest and dividend from subsidiany

Recognize deferred taxarising due to elimination

Pre & postacquistion profits on proportions e basis

Allotate Goodwill impairtment in case of NGl at &ir value

Increase/decrease in case of change in parent’s stke in subsidiary

Proportionate share of proft sfier B of subsidisryafier adjustments
for infragroup transaction for the pericd

i hare of tos] ive inoom
after adjustments for intragrowp transacton r the period

Gainloss booked by parent Apphy scquistion method as per IFRS 3

Gaindoss booked by parent Apply aoquisfion mefvod as per IFRE 2

Gaindess = Cash- Camying amount of investmentin subsidiany:

Apphy equity method as per A5 28
Apphy FVTPL or FVTOCI 35 par IFRE 3

Diference between noreased share of MA and consideration into equity

Difierence between decreased share of NA and consideration int eguity

Parent considates both subsidianies using

Verfical group own subsdiary Cine stege consolidation eficive interest for sub-subsidian
Sub-subsidiary K ; RN
= s s Parent considstes both subsidianss using efiectve
. Parent owns a subsidiary and both parent & subsidiany o 5 AR : 2
‘Comgplex Group Structure Mioed group 5 5 s One stege consclidation interest or share of subsidiany in ofher enfity plus ifs
R U R G T i owne collectively more than 50% in other entity E direct share in fhat entity
Sub-zssocizE Farent owns 3 subsidisry and subsidany owns an sssodse Subsidiany apphy equity method Farent consolidates simply with subsidiany snd add

inwestment in sub-z=s0cste 35 5 s=paraE lins item
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REVENUE FROM CONTRACTS WITH CUSTOMERS

IFRS 15

Observable price in
similar
circumstances & to

v

Five Steps Model

similar customers

v v

Step 1 Step 2
Identify the contracts Identify the POs

Yes
Probable Collectability Products & Services

N0¢ #

A unilateral right to terminate Distinct
without compensation ¢

Customer can take benefit

. Combination of Contracts & separately identifiable

¢ No | Yes

Negotiated as a Package
Single commercial output single PO
Consideration interdependent PO

Separate

.——p Contract Modifications

All other Increase in Scope &
modifications Price

Amend existing Price based on SASP

contract
Yes | No
Separate contract POs - Distinct
Yes
New contract with Terminate existin
: € <«
revised terms contract
No
Cumulative catchup Adjust TP of

adjustment existing contract

v v O v
Step 3 Step 4 o) Step 5
Determine the TP Allocate the TP té: POs Revenue recognition

Based on Stand-alone Transfer of control
selling price (SASP) *

— Total Consideration

L 5> Variable consideration Substantial risk & rewards

* SASP not available ¢
e Discounts/rebates ¢ Recognition
® Incentives/penalties Approaches: I

v v

e Contingent payments e  Adjusted market assessment
e  Expected cost plus a margin Overtime At a point in time
Methods to estimate * Residual ‘
¢ Allocation of Discount it the.tlme o
delivery
e Expectedvalue ¢
e  Most likely amount
¢ Proportionate basis
‘ . Customer simultaneously receives &
= pegen s consumes the benefits
Refund liabilities Allocate discount before . Customer’s asset is created or
. . enhanced
.. . using residual approach to . Asset created has no alternative use
5 Significant financing measure SASP to the entity
component
| }
+ Methods to measure

e Difference between consideration & cash price
e Length of time between delivery & payment more than one (01) year
e Use incremental borrowing rate of the entity

progress over time

* Input
. e  Output
»  Non-cash consideration —» At falrval.ue
If not available, use SASP
Incremental cost of
obtaining the contract
Consideration payable to *  Cashback/coupons/ ¢

—> vouchers/reward points

customer - -
e  Reduce transaction price

Capitalize & amortize
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Lessor allocate the
consideration as per IFRS 15

IFRS 16 LEASES

Lease & non-lease

Lessee may choose not to separate

v

For a specific term + option to

Identifying a Lease at

<+— <+ Contract  —» ; : —Fp| extend—option to terminate
component inception subject to reasonable certainty
' |
Lessor —® Rightof use asset —# Lessee

components as a practical expedient

hI

Exception

v

Lessee shall not apply practical
expedient to embedded derivatives
as per IFRS 9

Finance/Capital Lease <J—> Operating Lease

v

Application of accounting principle:

Substance over form

v

: : 5 ios of sub al risk & Is transferred:
Substantial Risk & Rewards transferred . Ownership shallbe ransferred to essee after end of
lease term
Yes | No . Purchase option reasonably certain to be exercised by
Finance/Capital Lease Operating Lease lessee
. Major part of economic life is used by lessee i.e., = <75%
. Fair value is substantiolly equal to PVofLL i.e.,.=<90%
. . Specialized noture of ROU asset for lessee
Accounting
I > Lessee

Lessor

v

Measurement Measurement
v v °
o

Initial Recognize rental income

in P&L on straight line /

* * another systematic basis

Other lessors Manufacturer
* JSdealer |
Receivable Dr. Receivable = NI excluding UGRV

Net investment in lease (NI) =
fixed payments + varioble

Dr. Cost of Soles = Cost - UGRV
Or. 1DC =

Initial direct cost
Cr. Revenue = Lower of FV or PV of lease payments
Cr. Inventory

Any maodification shall
be treated as a new
opergting lease from
date of modification

Finance/Capital Lease QJ—P Operating Lease ~ ——
I—b Measurement <J

Exceptions

v

Short term lease having
term of 12 months or less

Initial <

ROU asset QJ—P Lease liability

—

At Cost PV of Lease payments using implicit
interest rate of lessor. If cannot
+ readily determined, use incremental
PV of Lease liability + initial Semawing eote ufiesee Low value lease e.g.,
direct cost — lessor incentives computers, office
+ decommissioning liability Lease payments = fixed furniture, mobiles
s per A5 37 payments + variable

payments + GRV + Purchose
option + Penalties for

Recognize rental expense

rch Prafit & Loss = Revenue — Cost of sales — initial direct cost termination
payments + GRV + Purchase In case of ownership in P&L on straight line /
option + Penalties for transfer / purchase option, h ic basi
termination + UGRY £ 10C pur another systematic basis
depmaat:an shall be
Using interest rate implicit harged over useful life of Subsequent
ROU asset
Using interest rate implicit ‘_l_’
Y Modifications R OU asset Lease liability j
Subsequent
+ * \-J + PV of Lease Liability + unwinding
p . ) o effect —lease payments
Recognize finance income over Decrease in Increase in Fair value model Cost /Revaluation + modifications
the lease term in P&L on Scope Scope & Price as per IAS 40 model as per 1AS 16
systematic & rational basis + + + *
+ Partial or full ) Reassessment of Lease liability
- — : ) Price based on If ROU asset is an Depreciation policy as
Reduce gross investment = Principal + termination of SASP investment property per 145 16 *
unearned finance income lease
+ ¢ If there is a change in lease term due to:
Apply IFRS 2 for derecognition & Yes X . An exercise of option to extend)
impairment Reduce the ROU semm te lease Impairment as per IAS 36 terminate lease; or
oset & lease contract * . An gssessment of purchase option
liability accordingly Using revised discount rate
Apply IFRS 5 if classified as Held for sale + No Existing contract Adjusted for remeasurement of
modified Lease lighility +
Difference of ROU asset & Lease liability charged to P&L
Ifthere is o change in:
. Allocote consideration as per IFRS 15 . Guaranteed residual value: or
Sublease by lessee — (Intermediate lessor) . Determine revised lease term . Variable consideration;
1. Sublease classified as a finance lease Remeasure lease liability using Using | di rate unless fl
. Derecognize the ROU asset relating to head lease revised discount rate interest rate in that case use revised
. ize the net investment (N1 in the subl | i rate
_> Mod::ﬁcat:'ons . Recognize any difference between ROU asset and NI in P&L +
. Retain the lease liobility relating to head lease
2. Sublease classified as an operating lease Adjust ROU asset for all Any remeasurement in excess of CA of ROU
. Recognize depreciation of ROU asset relating to head lease ts & dificati asset charged to P&L
) . Recognize lease income from sublease reassessments & modifications
Increase in

Scope & Price

v

Yes
_> Separate lease contract

Price bosed on No Existing controct
s > i —  ApplyIFARS 9
Result in change in Treot o5 g new CA of PPE/IP = NI
P classification to operating — lease since ——p  immediately before
lease inception lease modification date

Sale & lease back — Assess whether o transfer is a sale or not as per IFRS 15

1. Transfer of the asset is a sale — Seller -lessee; Possible Scenarios

. Fair value = Selling price; Recognize proportional share of gain or loss

. Foir value > Selling price; Assume prepay t of lease pay ts

. Foir value < Selling price; Assume odditional financing provided by buyer-lessor

. Buyer-essor: Recognize PPE as per IAS 16 & opply IFRS 16 operating lease requriements
2. Transfer of the asset is NOT a sale

. Seller-lessee: Treat o Repo transoction as per IFRS 9

. Buyer-essor: Recognize o financial asset os per IFRS 9
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