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FINANCIAL STATEMENTS OF
§ N COMPANIES

A L

u FINANCIAL STATEMENTS

Notes and
other
statements

Statement of
changes of Equity
L_(if applicable)

Statement of
Profit and
Loss

Cash Flow
Statement

Provisions to be followed while preparing final accounts:

Other statutory requirements,

(VA X V")

valuation/ disclosure suggested by the 1CAI.

G SCHEDULE Il - DIVISION 1: AS BASED FINANCIAL STATEMENT (FS)

(Fs of a company required to comply with the Companies (AS) Rules, 2006)
) Divisions to Schedule 11l & Applicability (Section 129 of ¢ o5 Act. 2013);
hedule 1. Divisi i o5 follow AS: 2

Division 1l to NBFCs.
b) |  Schedule 1l is not applicable to:

.c . ' by Cé From S .
d) | Applies to:
e NBFCs

Statement of Profit & Loss is prepared)

*  Govt. Companies

as well, as per schedule 111, unless exempted.
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CHAPTER )]

2, Authority:
a) Law prevails over AS as well as Schedule 111
b) AS prevail over Schedule 111

) R

3. | Structure of Schedule 1:

I.  General Instructions (6.1.) IV. Part I ; Statement of Profit & Loss-Format (SPL)

Il. Part I} Format of Balance Sheet | V. General Instruction on Statement of Profit & Loss

. General Instruction on Balance Sheet| VI. General Instruction on Consolidated F.S.

Balance Sheet Format & G.I. given in Schedule 111

Statement of

Format & G.1. given in Schedule 111
Profit & Loss

Refer AS 3 as no format or G.1. given in Schedule 111 for Cash
Cash Flow Statement

| Flow Statement - il

Vi ok cases - Explanatory Notes and Significant Accounting Policies

4. General Instructions overall for FS:
> 100 00000 11 000000
Crores (0000000)
< 100
e |  Notes to Accounts: (can be in form of)
Il. Disagqregation of items presented in FS-
E.g9. BS-PPE-Notes to PPE-Disaggregation
biscl Y herio in Fs
E.9. Charge on assets
i




| _entity’s normal operating cycle (0C); or

OIEXEQYR > it is held primarily for the purpose held for trading: o
IR it is expected to be realised within months after the reporting date; o
OIXODI=> it is Cash or cash eguivalent, unless it is restricted from being used/ exchangea

Examples:-
Q) Date Particulars Case i Case ii
01.01.25 | Credit sales-Debtor 16 months 16 months
Operating Cycle 16 months 1S months
31.03.25 | Classification Current Non-Current
(2) Date Particulars Case'l Case i
01.01.25 | Machine purchased | 1S months (Life) 1S months (Life)
Operating Cycle 12 months 1S months
31.03.28 | Classification Non-Current Non-Current
G | 6oods expected to be sold in 1S months and will be
realised after 3 months of sale.
Cases | Particulars Classification
/ Operating Cycle- 12 months Non—Current Current
2 Operating Cycle- 1S months Current
3 Operating Cycle- 18 months Current
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CHAPTER )]

Generalisation of above definition of Current Asset: _

a) Only relevant for operating (working capital) items like Raw material, WIP,
Finished goods, Debtors, Prepaid expenses, Advance to supplier of goods etc.
b) If above items are expected/intended to be realised or consumed or sold (any
of these and not just realised) with operating cycle then classification to be current
¢) To be tested not on Balance Sheet date but on date when asset is recognised in F.S.

a) Applies to all inventory items like stock of raw material, WIP, Finished Goods,
By-products, Spares classifiable as inventory

b) Spare parts classifiable as Fixed Assets/PPE will not be covered under this rule

¢) Inventory is Always Current whether it is slow-moving or not

* Slow moving or Non moving but if it is inventory, classify it as current

a) Relevant for all assets

b) Realised means encashed (under this rule)

¢) Any asset, expected to-be encashed within 12 month from balance sheet
date will be ‘Current’

Eg. A 6 months capital advance for Fixed Asset with 10 months life will not
necessarily classified as current, as they are not expected to be realised
(encashed) within 12 months

d) Fixed Assets will only be classified as current:
(i) When they have been classified as held for sale, and
(ii) Are expected to be sold and realised within 12 month of balance sheet date

e) Prepaid expense, Advance to supplier ete. are not classifiable under this rule

as such assets are not encashed, unless contract is cancelled & money becomes
refundable (as we will receive services/goods against these and not cash)
Eg. Loan given to borrower for S0 lacs, repayable 10 lacs p.a., what will be

classification?
Hint: Classification:

+ 10 lacs- Current maturities of long-term loans will be classified as current

< 40 lacs- Non-Current

CA INTER - ADVANCED ACCOUNTING




Expected to be realised is more important than contractual right to realise

4) Eg. Debtors on balance sheet date:
As per contract- credit period remaining is 10 months, but as per practise,

expected to be realised in 1S months, what will be the classification?

Hint: Classification: Non-current, as expected to be realised after 12 months

Fictitious Assets, if any, are always Non-Current.
h) Eg. 31.03.2012 share issue expenses (Asset) 30,000 to be written off eventually
in next 3 years (assume shown under asset for illustration purpose)
Balance Sheet (extract)

Particulars Amount

Non-Current Assets
Other Non-Current Assets: Share issue expenses 30000

« Rule Giv)

Cash & Cash equivalents means: (as per AS-3)

> Altemate form of keeping cash, and + In readily realisable asset +Having
insignificant risk of changes in value

> Readily realisable asset means realisable within 3 months (ICAI Clarification)

| Current & Non-Current Liabilities

P

> Classification is not affected by the fact that settlement is to be made in -
Cash or through Equity shares -

> Eg. Debentures issued, redeemable in 12 months from balance sheet date and

holder can convert the debentures into equity shares instead of redeeming.

What will be the classification? -

Hint: Current, as it does not matter whether settlement is in cash or equity shares.
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CHAPTER )]

S..

Operating Cycle:

cash or cash eguivalents,;

> Operating Cycle:

Order Raw material Manufacturing and
Given Received and stored | Finished goods store

Sales/ Cash
Debtors Realisation

Lead time for acquisition of goods

+
-+
+

Storage time of Raw material
Processing time

Storage time for Finished Goods
before sale

Credit period given to Trade
Receivables on sale of goods

Gross™ Operating
cycle (This to be

considered)

Net Operating

cycle (Not

Considered)

Credit Period received from supplier
of goods
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\ Introduction to AS

INTRODUCTION TO ACCOUNTING STANDARDS

I INTRODUCTION

<B Accounting Standards B

\/ | Y ] Y
Meaning (1) Meaning (iii) Aspects of ASs (v) objectives
\/ \/ \/
(i) Purpose of ASs (iv)Benefits (vi) Advantages
<A Generally Accepted Accounting Principles (GAAP) B

Meaning

a) | A common set of accepted: B

( Accounting Principles ] [Standards} i Procedures ]

that busi

commonly accepted ways of: X Authoritative stclma’ards named as:
| I .
' Y Intema{tionallg In l}oa'/‘a -
( Recording } e ( Reporting } v v
. - IFRS AS and Ind AS |

@ Accounting Standards
issued by with the support ~,
government of other requlatory

AS are
y bodies.

() Meaning

written policy
documents
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cHl |

Eg: | MCA issuing ASs for corporates (in consultation with NFRA) covering following
aspects of a/cing transactions/events in FS:
(ii) Purpose of ASs
Promote dissemination of timely Reduce accounting alternatives,
and useful financial info. to in- thereby ensuring comparability
vestors & other stakeholders. of FSs of different enterprises.
(iii) Aspects of ASs )
ﬂ '
») @)
It \ Presentation of: DiSCIOSflfeS of:
Recognition & Measurement : Y ir ' %
\ ) transactions & events ESZEAONS bo SUERS
of 1 ” :
in to facilitate economic
( ) I users to take:
R I AT i s meaningful & understandable
k’Y\J prudent & informed
in FSs. manner.
business decisions.
l
(/v)| Benefits ¥
Ve ¢ 3
Standardization of alternative Reguirements for . ( Comparability
accounting treatments additional disclosures ) of FS
, \
ik ASs V”IOZ 60’” for aa'tii' . Standardization of
tional disclosures of: ) d
A/Cing treatment and  Presentation a/cmg P rfce ures
_ )
of economic events. AlCing Other improves
policies % required  comparability of
Reflect consensus on alcing policies to be followed info. Fs, both:
used in different identified areas. ¢ _ ) :
Eg:- Inventory valuation, Capitalisation of
g costs, etz. £ which would be helpful . izl & sl
for readers to better : ——
v understand FSs items. i enterprise.
L used in preparation of FSs > must be made.

J

IFAS T

/ CA INTER - ADVANCED ACCOUNTING




\ Introduction to AS

(v)

Objective ~

. T

A sense of:

Preparation of FSs

\ Diverse a/cin? policies and fa:‘th and relial;lility
\ & practices. make them _ —— ~/
comparable. to users

(vi) Advantages i
o— 9
Makes FSs of different Prevent:
companies ; Y
Y L) misleading manipulation oﬂi
i aravie J |a/cmg treatment, and data
v
~ which helps investors in } K"_V\J
| decision making. ’ [ by mgt. J

2.

STANDARDS SETTING PROCESS
Background

departments, etc.

CA INTER - ADVANCED ACCOUNTING F A 5 T u
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Draft includes:

e Objective and scope of the standard,

etc. for comments.

| Ascertainment of views of different bodies on draft:
: " . 1) o de bod :

their views on the draft of the proposed As.

| Finalisation of exposure draft: |
| Finalisation of exposure draft of the proposed AS and.its issuance inviting

public comments.

Comments received on exposure draft:

consideration and approval for issuance.

Step Vi

Modification of the draft:

Step Vil

Issue of AS:

! o 1 ssyed | . ati

With NFRA.

:

FAST / CA INTER - ADVANCED ACCOUNTING

irst a suc




\ Introduction to AS

Standard — Setting Process

Preparatio

Identification T
- Constitution of of draft and its

of area study group

circulation

. . c t e
Modification of om.mzn s Finalisation of
Issue of AS he draft receivea on £
tne dra Exposure Draft Exposure Dra

Step 8 Step 7 Step 6 |\ Step § ;|

Sec. 133 of Companies Act, 2013

3. HOW MANY ACCOUNTING STANDARDS?

The ICAI has, so far, issued 29 ASs. However, AS-6 on ‘Depreciation Accounting’ has
| been withdrawn on revision of AS-10 ‘Property, Plant and Equipment’ and AS-8 on

‘Accounting for Research and Development’ has been withdrawn consequent tothe

issuance of AS-26 on ‘Intangible Assets’. Thus effectively, there are 27 ASs at present.

4.  STATUS OF ACCOUNTING STANDARDS

O

S.  NEED FOR CONVERGENCE TOWARDS GLOBAL STANDARDS

~

rules governing

| 1 | foreign country |
" When an enterprise decides to This require | with
raise capital from intermational enterprise to [ that of its own
markets, rules & requlations of understand L country
| such other country shall apply. difference b/w: Gie. country of origin). |

CA INTER - ADVANCED ACCOUNTING || s V- u




Comparability

of

International
analysts and

6.  INTERNATIONAL ACCOUNTING STANDARD BOARD (1ASB)

Investors

compare FS
based on

similar ASs.

Harmonization
of financial
reporting
around the
world raises
Investors
confidence.

Uniformity, Comparability

Uniformity,

To Bring:

Transparency, etc

( Rationalization, )

[ Transparency, ]\

[Comparability,] [ Adaptability ]

N

in FS, a single set of global
standards (of highest quality),
set in public interest is required.

—e Global standards facilitate:
!

cross border flow

of money.

comparability
of FSs.

| global listing in |
" different stock market. :

Global Investment

Enable investors to
compare investments
globally.

Facilitates a/cing %
reporting for global
companies.

Eliminates costly
requirements like
reinstatement of FSs.

Creates new standard
of accountability &
greater transparency.

pseguen A

B /ssued statewm

the standards issued by the 1ASC.

irst attempt success tutoria s

/ CA INTER - ADVANCED ACCOUNTING

Improves reporting
model. R



\ Introduction to AS

7. International Financial Reporting Standards (IFRS) as Global Standards

The term IFRS comprises:

@ IFRS issued by 1ASB;

@ 1AS issued by 1ASC;

@ Interpretations issued by Standard
Interpretations Committee (SIC); and

Interpretations IFRS Interpretations Committee of

Interpretation I on IAS/IFRS

RS issued issued by IFRS the 1ASB (called IFRIC — Interational
by SIC |

Interpretation

Financial Reporting Standards

. Commitee

Interpretation Committee).

2. BECOMING IFRS COMPLIANT

o4

Any countryman become IFRS comph‘ant either:

by aa’opanergence

. process process
> .

| specific when specific entities would as issued by |

timetable be required to use IFRS I1ASB. |
> | ‘
|
v v v
and /
/ Develop e Alignment of standardss ﬁy aa’op;/ nz
‘ ‘ of different standard S SO

high quality,
K compatible ASs

requirement (either

setters with a certain

rate of compromise fully/partially)

Note: Ind ASs — almost similar to IFRS but with few carve outs.

CA INTER - ADVANCED ACCOUNTING F A 5 T u




cH)

Benefits of convergence with IFRS

. .
Group ) Acceptability
consolidation of Fss by stock
Investor Inter—unit/ will be easy with exchanges
confidence Inter-frm/ same standards across Qlol{)e,
across globe Inter-industry used by all facilitate listing of
\_ with com Par[soy; compan/‘es, Ina’/gn comgan/es
| \_ to international
v & Y — stock exchanges.

LTransparencg] LComparab/I/ty —

/st/ng of \
companies at

Cross
border flow

global stock
exchange
Low risk

of error
: Aecoming\ \

t ats )
im parability “investors in k
of FSs decision '
' makmg
Greater

transparencg

& -‘

9. WHAT ARE CARVE OUTs / INs IN IND AS?

AJQLQmmltation with ICAl) decided to:
|

i 3

( Converge ) and ( Not to adopt IFRS )

_ )

( issued by 14sB. |




\ Introduction to AS

Ind AS made in line with:—, —> corresponding 1AS / IFRS

and

R

Q

Terminology Removal of options in Difference

|| accounting principles | |  In economic Curve In/Outs

differences . .
and practices environment

)

\ 4

To make it consistent, 0 Ind ASvis-a- |? f;:gz;"y;ce” sop b Carve
with ter{'ninology vis IFRS the country, | Outs: These
used in law. v . ’ differences
] ! to maintain: is different as | | Which arein
Eg: Statement of PorlL . : compared to | deviation L

! > Consistency 1 B the accounting

in place of & economic pr ZC’P ’ei )

! | Comparability| | environment a:; tp ;‘{C ; ,C:Z‘;
Statement Of | _ —) presumed | | Stateam %
Comprehensive | — — — 4‘ to be in existence Zr & U
Income (s0C1) by IFRS. Jown-as -

) | oftheFssto | ! - Carve-outs..
Balance Sheet | | be P"?Pared by | |y These - |»  Carve-im
l following Ind AS. differences Additional
in place of ] | aredue to | guidance given
J | However, these differences | inInd AS over
Statement OF | | changgs will not | In economic and above what
Financial Position result into carve conditions is given in IFRS,
(soFP). ] outs. -~ prevailingin || s termed
India. | as ‘Carve-in’,

Formulation of Ind AS

Departures
1 )

Resulting into Carve-outs Not resulting into carve-outs

Removal of options in account-

Deviation from the . oo N
ing principles and practices in

|

accounting principles stated in IFRS. 1nd AS vis—a- vis IFRS.

CA INTER - ADVANCED ACCOUNTING F A 5 T u
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CONVERGENCE TO IFRS IN INDIA

To comply with IFRS (to the extent possible)

E to prepare globally accepted FSs.

79 For convergence of Ind AS with IFRS
ASB (in consultation with MCA)

ts of AS viz.

decided to have two separate se

|
(

\

@)
| Ind AS converged with IFRS

H

@)

]
J

Existing notified AS.

— . ) Indian
Application of Deviation from Accounting
. IFRS in l;/{d/a correspon‘dmg S
m:convergence considering IFRS, if (ind AS)
to IFRS;‘ not legal and other required  ——
adoption conditions - N Existing
prevailing in 1 [ decision to Accounting
| India | have two set Standards
of ASs > (ASs)

79 Significance of emergence of IFRS as Global Standards

G) Facilitate: )
M ] [ *
Global .
Cross SN AlCing &
\ border flow Z/s;;grge ;) ”t reporting for \
of companies With
Woney global
operations./

irst attempt success tutoria s
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