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AS

LESS THAN RS. 250 CR 
NET WORTH UNLISTED 

ENTITY

MATERIALITY:

1% of Rev from ops or

Rs. 1 lacs      
whichever is higher

27 nos of AS
DIV 1 SCH 111 

COMPANIES ACT 
,2013 GIVES FORMAT

RISK 
AND 

REWARD

ACCOUNTING 
STANDARDS

Applicable to 



CLASSIFICATION OF CORPORATE ENTITIES 

3

One person 
Company

Only one person as 
member

The member is the 
only shareholder

Small Company

Paid Up Capital < 
50 Lacs  AND

Turnover< Rs. 2 
crores

Dormant 
Company

Inactive Company 
not carrying on 

business  OR

Has not made any 
significant 
accounting 

transaction in last 
2 years
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CLASSIFICATION – NON CORPORATE 

4

Level 1 entity 

Turnover( excl: 
other income)  

>Rs. 50 cr

Borrowings            
( incl. public 

deposits) >  Rs. 
10 cr

Level 2 
entity(unlisted)

Turnover( excl: 
other income) 
between Rs. 

1cr– Rs. 50 cr

Borrowings ( incl
public dep) 

between Rs. 1 
cr – Rs. 10 cr

Level 3 entity 
(unlisted)

Other than 
Level 1 & 11

Including Holding and 

Subsidiary of aboveVinod Balachandran ,FCA IP



EXEMPTIONS from AS 3 

5

One person 
company

Small/ Dormant 
Company

Companies

Level II entities

Level III entities

Non 
Companies 

–NOT 
MANDATORY

Vinod Balachandran ,FCA IP



Vinod Balachandran ,FCA IP 6

BALANCE SHEET

PPE
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IND
AS

MORE THAN RS. 
250 CR NET 

WORTH & ALL 
LISTED MATERIALITY:

1% of Rev from ops 
or

Rs. 10 lacs      
whichever is higher

39 nos of 
INDAS

DIV 111 SCH 111 
COMPANIES 
ACT ,2013 –

FORMAT FOR 
NBFC/ARC

DIV 11 SCH 111 
COMPANIES ACT 
,2013 –FORMAT 

FOR COMPANIES

BANKS 
/INSURANCE NOT 

YET IN INDAS

CONTROL 
CONCEPT

IND AS
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INDAS 2 - INVENTORIES

13
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DEFINITION 

14
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MEASUREMENT

15

Lower of

Cost          OR

NRV.                                         
(Cash discounts are ignored for NRV)

➢ Net realisable value is the estimated selling

price in the ordinary course of business less

the estimated costs of completion and the

estimated costs necessary to make the sale.
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COST INCLUDES..

16

C
os

t

Purchase

Conversion

Other
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COST OF CONVERSION

17

C
os

ts

Direct Labour

Fixed overheads @ normal 
capacity

Variable overheads
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OTHER COSTS

18

Other costs are included in the cost of inventories only to the extent that they are incurred in bringing the inventories to their

present location and condition.

➢ it may be appropriate to include non-production overheads or the costs of designing products for specific customers in the

cost of inventories.

➢ Ind AS 23, Borrowing Costs, identifies limited circumstances where borrowing costs are included in the cost of inventories

➢ Ind AS 116, Leases, identifies circumstances where interest on lease are included in the cost of inventories

➢ Deffered credit interest
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COSTS EXCLUDED

19

(a) abnormal amounts of wasted materials, labour or other production costs;

(b) storage costs, unless those costs are necessary in the production process before a further production stage;

(c) administrative overheads that do not contribute to bringing inventories to their present location and condition; and

(d) selling costs.

(d) Unallocated overheads



ASB, ICAI

COST FORMULA

20

F
or

m
ul

a
FIFO

Weighted Average

Specific identification of 
individual costs – for items not 
ord interchangeable/ specific 

project costs

An entity shall use the 

same cost formula for

all inventories having 

similar nature and use to it.
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INDAS  - COSTS OF INVENTORY OF SERVICE 

PROVIDER

21

➢ Service providers shall measure their inventories at the costs of their production:

a. These costs consist primarily of the labour and other costs of personnel directly engaged in providing the service, including

supervisory personnel, and attributable overheads.

b. Labour and other costs relating to sales and general administrative personnel are not included but are recognised as

expenses in the period in which they are incurred.

c. The cost of inventories of a service provider does not include profit margins or nonattributable overheads.

inventories include the costs of service, for 

which the entity has not yet recognised

related revenue.
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COVID 19 – NRV WRITE DOWN                                       

( AS 4 - EVENTS AFTER BALANCE SHEET)

22

❑ In accordance with Ind AS 2 Inventories it might be necessary to write down inventories to net realisable value due to

reduced movement in inventory, decline in selling prices, or inventory obsolescence due to lower than expected sales.

❑ Entities should assess the significance of any write-downs and whether they require disclosure in accordance with Ind AS

2/AS 2 as well as paragraph 98 (a) of Ind AS 1, Presentation of Financial Statements, and paragraph 14(a) of AS 5, Net Profit

or Loss for the Period, Prior Period Items and Changes in Accounting Policies. It is unlikely that the normal production

capacity is to be reviewed for allocating fixed production overheads for the year 2019-2020, because of adverse impact on

the utilistion of the production capacity due to the impact of coronavirus on the overall economy or the segment (s) in which

the entity is operating.
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COVID 19 – IMPACT ON NRV                                        

( ALSO INDAS 108 EVENTS AFTER REPORTING PERIOD)

23

❑ Accordingly, in the current scenario, entities may have to assess as to whether there is a decline in their future estimated 

selling price and, if so, write-down of carrying value of inventory is required. For example, cost of per unit of inventory is Rs. 

100, but due to the prevailing restrictions with regard to the movement of inventory in lockdown period coupled with sluggish

demand of the product, NRV is Rs. 80. The entity should write down Rs. 20 (Rs. 100-Rs. 80) as an expense. Writing down 

inventories below cost to net realisable value is consistent with the view that assets should not be carried in excess of 

amounts expected to be realised from their sale or use. Paragraph 34 of Ind AS 2 provides that the amount of any write-down 

of inventories to net realisable value and all losses of inventories shall be recognised as an expense and disclosed separately 

in the period the write-down or loss occurs.

❑ It may be noted that there could be other factors also that need consideration to determine whether the selling price is 

expected to be below cost. (refer paragraph 28 of Ind AS 2)
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AS 10 – PROPERTY ,PLANT & EQUIPMENT

24
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PPE

25

Expected to be used 

for a period more than 

12 months
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RECOGNITION CRITIREA

26

Probable that future 
economic benefits will 

flow to entity

Cost can be 
measured reliably

PPE
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INITIAL MEASUREMENT @ COST

27

In
iti

al
 @

 C
os

t

Purchase price including 
import duties and non -

refundable purchase taxes

Directly attributable Cost

Initial estimate of the costs of 
dismantling and removing the 

item and restoring
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EXCLUDED COSTS

28

Costs of conducting 
business in a new 
location or with a 

new class of 
customer (including 

costs of staff 
training)

Costs incurred in 
introducing a new 

product or service

Cost of opening a 
new facility                         

( inauguration 
expenses)

Administrative and 
other general 

overhead costs
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PPE ACQUIRED IN EXCHANGE OF NON MONETARY 

ASSETS OR ASSETS @ FAIR VALUE UNLESS

29

the exchange transaction lacks commercial substance

OR

the fair value of neither the asset received nor the asset given up is reliably measurable
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SUBSEQUENT COSTS

30

S
ub

se
qu

en
t 

co
st

s Servicing costs – P&L

Replacement costs -Capitalise
subject to recognition critirea

Major inspection costs –
Capitalise subject to 
recognition critirea
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DEFERRED PAYMENT PLAN                           

31

Total 
payment

Cash 
price

Interest
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SUBSEQUENT  MEASUREMENT

32

COST

REVALUATION
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COST MODEL

33
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REVALUATION MODEL

34

 

Carrying 

Amount

Frequency of revaluation TO 

ENTIRE CLASS depends upon 

ensuring it is closest to Fair Value
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REVALUATION TO BE MADE FOR ENTIRE CLASS OF ASSETS

35

 

DR CR

PPE Revaluation 

surplus

PPE In P&L (if prev Rev 

loss)



ASB, ICAI

DEPRECIATION

36

allocated on a 
systematic basis over 

its useful life

Component 
depreciation

Depreciation 
commences from 

AVAILABLE TO USE

quarries and sites used 
for landfill, land has an 
unlimited useful life and 

therefore land is not 
depreciated

CESSATION:  Date of 
derecogniton / HFS 

(lower of Carrying amt 
or NRV) 

USEFUL LIFES: 

Use / wear and 
tear/obsolescence/legal 

rights

METHOD:

SLM/WDV/Units of 
production

AS -10 : 

Depreciation 

change is change 

in estimate & 

prospectively
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DE RECOGNITION

37

The carrying amount of an item of property, plant and equipment should be derecognised:

a. on disposal; or

b. when no future economic benefits are expected from its use or disposal

Exception : Sales and 

leaseback AS 19
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FOREX FLUCTUATION ON PPE

38
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AS 16 – BORROWING COSTS

39



ASB, ICAI

DEFINITION

40

Borrowing costs are interest and other costs incurred by an enterprise in connection with the borrowing 

of funds.

Inclusions:

i. Interest and commitment charges on borrowings

ii. Amortisation of discounts and premiums related to borrowings

iii. Amortisation of ancillary costs incurred in connection with arrangement of borrowings

iv. Finance charges in respect of assets acquired under finance lease

v. Exchange differences arising from foreign currency borrowings to the extent they are regarded as 

adjustment to interest costs  ( Interest on local borrowing less foreign borrowing)
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RECOGNITION

41

CHARGE TO P&L

CAPITALISE FOR QUALIFYING ASSETS

GENERAL 
BORROWING: 
Weighted avg
borrowing cost

SPECIFIC 
BORROWING: 

Actual interest less 
temporary interest 

income
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CAPITALISATION DATES OF BORROWING COSTS

42

Commencement (All 3) Suspension Cessation

Exp is for qualifying asset During extended periods in which active 

development is

interrupted.

When substantially all

the activities necessary

to prepare the qualifying

asset for its intended

use or sale are

complete.

Borrowing cost is incurred Component is capable of being used

Activities that are necessary to prepare

the asset for its

intended use or sale

are in progress
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