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Assumptions
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[ Consistency Accrual

Substance over Form
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Accounting
Policies

=

Selection and
change

Significant
policies to be
disclosed

\material effect

| Effect on the

| be quantified
| to the extent

Non-recognition of
MTM or other
expected loss unless
allowed by any ICDS

' ascertainable

R 2
Change
having

shall be
disclosed.

item should

™
No estoppel
against law. If
item is treated
incorrectly,
disclosure
would not
come fo the
rescue.

/_}ﬁ

In case
accounting
assumptions
are not
followed, the
fact shall be
disclosed.
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@gible Fixed
Assets

‘ Identification |

P e 0

Standby and service
Any asset which is supmebiode (f
used for manufacture o;apnahsed. oS ——
or production of which are meant to be Administrative,
o AP used for specific asset’ 3o 3 general overhead are
Ggoods or provision 0 and when its use is Initial cost comprises G haasked
RO S s iregular, then ol purchase price, Expenditure of starl- For self-constructed .
inventory i BB oot duties and P o Any tangible assels
capitalise. Othenwise, | g,o ol Up, commissioning, assets, similar "ﬂ . Expenditure
charge to revenue. ot me:)")\ s test uns, provisions would sileddein increasing the future
directly aMle ¥ experimental apply as that of o the fair benefits as compared
\ ) J production shall be purchased assets cumes sy to the standard
& AN capitalised. intemal profits would acquired would be the performance would be|
sdonded use Trade Expenditures after not be reduced from capitalised.
: commencing the cost :
commercial
N—

production to be

charged to P&L » 2
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Inclusions

v

A. Raw Material \
2. Finished goods

3. Work-in-progress
4. Consumables to be!
consumed in
production process

] Exclusions |

v
/ 1. WIP under \
construction contracts
2. WIP dealt under
any other standard
3. stock-in-trade of
financial instrument
by "Securities"
standard
4. Inventories of
livestock, agriculture
and forest produce,
mineral oils, ores and
gases to the extent
they are recognized
at NRV

5. Machinery spares

\_ to be capitalised /

Measurement- Cost l Opening ‘
| or NRV whichever _inventory
is lower
v v
’ Cost of ‘ Exclusion ‘ NRV
_inventories _from costs a7 ™
1. When business
Y Y commenced during
|>> the previous year,
value of inventory
1. Abnormal as on the date of
cost relating. commencement.
to material 2. In any other
1. Cost of labour and v case, value on the
purchase production last day of the
ot st Cost Formula I M‘:‘Y‘s s
service 2. Storage
3. Conversion cost unless :
cost necessary for —
4. Other costs production
process
3. Admin and
selling cost
AL
Standard Cost Retail Method
h 4
( Under the weighted
average cost formula,
Formula assumes the cost of each item
that the items of is determined from Standard costs take
inventory which were the weighted average into account normal The cost of the
purchased or of the cost of similar levels of consumption inventory is
produced first are items at the beginning of materials and determined by
consumed or sold of a period and the supplies, labour, reducing from the
first. and cost of similar items efficiency and len Nakieof the
consequently the purchased or capacity ufilisation. i t the
items remaining in produced during the They are regularly :&y‘a‘e
inventory at the end period. The average reviewed and, if e
of the period are shall be calculated on necessary, revised in by
those most recently a periodic basis, or as the light of the current gm.;
purchased or each additional conditions.
produced shipment is received,
depending upon the
\ / \  circumstances. / \ / \ J

Valuations on
dissolution | Disclosure |
i I v
Yy
Value of
inventory on
the date of Method of
dissolution valuation,
of firm, AOP -carrying
or BOI amount
would be | every year,
NRV as on
that date.




Government grant )

|
Govt refers to Central govt, state govt

y
, agencies and similar bodies whether

local, national or international. Govt grants are assistance in cash or kind but
excludes the assistance to which no value could be attached and cannot be

distinguished from the normal trading transaction with the govt.

A

Govt. grant to be
recognized only when
there is a reasonable
assurance that (i) the

person shall comply
with the conditions
attached (ii) the grant
would be received.
However, recognition
should be deferred
more than the date of
actual receipt.

- .

Grant in the form of
non-monetory assets |
either free of cost or
at concessional rate
shall accordingly be
at nominal value or at
acquisition cost. |

- N

( Where grant )
related to
compensate
previous year . ; - ‘
toss or proviaing | | OO S
fin BHbadHD revenue over the |
ancial support period to match
i with the related
should be SR
recognised fully 3
in the yearin
which grant is
\ receivable )‘ \_ i

./ \-\
/ In case the grant is
not for any specific
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Capitalisation ceases when the
asset is first put to use.

(Total borrowing cost for the year to)

Cavit - be added to the cost of the asset.
Lo STECEN Sesi Capitalisation commences when

. the funds are borrowed. 3

A X B/C where "A”" is the borrowmg\
- other than for specific asset. "B" is
the average cost of the gualifying
asset as on 1st and last day of the
year. "C” is is the average cost of all
the assets as on 1st and last day of
the year. In computing "B” and "C”,
value of assets funded specifically has

\ io be excluded /

Bofrowing cosl

Inventory

Capitalisation ceases when
substantial activities are complete
to make the inventory ready for its

intended sale.

1. Qualifying asset comprises of tangible, intangible or inventories which require minimum 12 months to make it ready
for its intended use.

2. In computing "B" as above, in case the qualifying asset is not appearing in the balance sheet of a2 person in the first
day of the previous year, then half of the cosi is required o be considered.

3. In case the gualifying asset does not appear in the balance sheet of a person on the Iast day of the previous year,
the average of the costs of qualifying asset as appearing in the balance sheet of a person on the first day of the
previous year and on the date of put o use or completion




Exchange difference
10 be recognised as
income or expense in
the paL
Premium or discount is the
difference between
exchange rate as on the

date of contract and forward > 3
exchange rate 1. Confract mtended for speculation

purpoeses.
2 Is enteved info to establish the
amount of the reported currency

required or available at the settiement

date of the transaction
3. Hedging the foreign currency risk for
firm commitrment of 2 highly probabie
forecas! transaction.

Exchange difference on contract is
difference beiween last day of the Forward exchange A A g?(r’ltrad l?ut ente; :;Jn ;
previous year or the setilement date contracts nsaction in a future date a
and date of inceplion of contract or a predetermined price
last day of the previous year as the
case may be.
Forward exchange

Items which are receinable or
confract

. payabie in definile sum
Foreign operations

The recognition is same Monetary ilems
as that of Toreign currency
transactions Effect of changes Definitions :

in exchange rates liems which are not
receivable or payable in a

Non-monetary items Setime S

All the exchange differences
has to be recognised as
income or expenses in the
P&L

Initial recognition

Specified exchange rate at a
Forward rate specified fulure date
Al exchange rate on the

date of transaction. Average : e
rate may be adopted if no Foreign currency Recognition of

much fluctuation in a period. transactions exchange differences

Non-monetary items to

be camied at the same Monetary items to be

value as on transaction ravalued at closing rate
date

On fast day of the year



Start
\

N

Present obligation as No No
aresult of an ——»| Possible obiigation? ~
obligating event?
Yes
Yes
v ) 4
No Yes
Probable outflow? > Remote? —————>
Yes

v

No

/ 'Disdo‘s\e*\ / '\
s . No action ™.
“_provision @;@ wuiry

[ ‘ No
Reliabie estimate? ‘
Yes —Ll
y
Mak7\



Subsequent

Initial

fCos& or NRV whichever is lower. '_I_'tus

Measurement

(shall be reoogmse\d

at cost comprising of
purchase price and
incidental expenses
like taxes, brokerage
etc. Where security is
acquired in exchange
of any other asset,
fair value of the asset
acquired. Further, if
the cost includes
unpaid interest before
acquisition, then the
pre-acquisition
interest has to be
reduced from the

e

Opening Balance

Securities held as SIT

—

Exclusions

/ ™

In case business
commenced during
the year, cost on the
date of
commencement. In
any other case
carrying value as on
the last date of the

previous year

\ o




Revenue recognition

'‘Revenue” Is the gross inflow o
cash, receivables or other
consideration arising in the course
of the ordinary activities or from the
use by others of the person's
resources yielding inierest, royalties

Interest to be
recognised on time

‘ Discount or premium |

- on debt securities to
be recognised over

 the period of maturity

ip | ofthesecurity.

or dividends.
A
< \ % A
Revenue to be recognised Revenue shall be recognised /Rg:ce;!;"ﬁ::daﬂmbe\ (- If the services 2
when significant risk and when there is a reasonable ceentane of consists of
rewards of ownership in the certainty of its ultimate o 9 indeterminate number|
goods are transferred to buyer collection. c_?hmpletion memodc‘!. of acts, then revenue
Dioveatecs to be recognised on
YEAEDOUL Ml straight line basis
the prpoim of e Further, if the duration
Y Cote of services contract
Sl °“u <= 90 days, revenue
construction contract bt
would apply to this completion method
\_ standard also. / i j

( 1. The amount of

v

or sale of goods. sale
of services and
2. Percentage of
completion of the
services and basis of
amiving such
percentage.
3. Amount of
advances received

\_and retentions efc. /




Construction contract

All costs directly or
attributable to construction
work. All cost from date of
securing contract till date of
completion shouid be
included in contract cost.
©On the last day of the
reporting period, cost
incurred for future activity
has to be recognised as
WIP under asseis.

ontract revenue and
cost has to be
recognised based on
the percentage of
completion of the
work as on the last
day of the reporting
period. % of

y

Change in estimate related

completion could be

\Qetermined as below;/

Surveys of the
work
performed

the contract
work




