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India on the move
The Indian regulatory framework has witnessed a host of changes in the recent past. Some of 

the key regulations impacting the revised reporting/accounting framework include:

Ind AS

Income Computation 
and Disclosure 
Standards (ICDS)

• Mandatory from 2016-17 for certain categories of companies *
• Ind AS standards have been notified in the official gazette.

• Ten ICDS standards have been issued and effective from 
1 April 2016 #

• Fully effective since 1 April 2014Companies Act, 2013

Upcoming regulations

Goods and Service Tax ICDS updates

*Source: As per Companies (Indian Accounting Standards) Rules, 2015
# Notification No.33/2015, F. No. 134/48/2010-TPL, dated 31st March 2015 and 
Ministry of Finance (MoF) press release dated 6th July 2016



Overview of Ind AS
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Ind AS implementation: Timeline

Finance Minister introduce Ind AS in Union Budget speech - July 2014 

Previously planned - 1 April 2011

Press release on the revised road map issued by the Ministry of Corporate Affairs (MCA) - January 2015 

Carve-outs exist, but are manageable 

Road map for transition to Ind AS was notified and 39 converged (final) standards were issued -

February 2015 

Deferral of Ind AS 115 and notification of Ind AS 18 and Ind AS 11. Schedule III for Ind AS financial 

statements was notified by the MCA.
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 Listed companies or companies 
in the process of getting listed 
and having net worth of less  
than INR 500 crores or more 
(debt or equity, in or outside 
India listing).

 All other unlisted companies 
having a net worth of INR 250 
crores or more but less than 
INR 500 crores.

 Holding, subsidiary, joint 
venture or associates of 
companies covered above.

Ind AS convergence in India – Implementation road map

Mandatory implementation of Ind AS

Phase 2Phase 1

 Listed companies or companies in the 
process of getting listed and having a 
net worth of INR 500 crores or more 
(debt or equity, in or outside India 
listing).

 All other unlisted companies having a 
net worth of INR 500 crores or more.

 Holding, subsidiary, joint venture or 
associates of companies covered 
above.

Accounting period beginning 
from 1 April 2016 with 

comparatives for FY 2015-16

Accounting period beginning 
from 1 April 2017 with 

comparatives for FY 2016-17

Road map is released in a press 
release, Ind AS notified.

Companies listed in SMEs need not 
follow Ind AS.

Banks, insurance companies and 
NBFCs are excluded. 

To consider standalone net worth 
as on 31 March  2014.

Voluntary implementation

Key matters

Any company could voluntarily 
adopt Ind AS from the year 
beginning 1 April 2015 with 
comparatives for 2014-15.
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First time implementation: when and how to start

1 April 2015 31 March 2016

Mandatory implementation - Phase 1

31 March 2017

Date of transition                                             
Ind AS opening 
balance sheet

For interim reporting, Ind AS will be applicable 
from quarter ending 30 June 2016

Comparative period

Equity and profit reconciliation to be 
presented as well

First Ind AS financial statements

Reporting date

30 September 
2015

31 December
2015

30 June 
2015

30  September 
2016

31 December
2016

30 June 
2016
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Ind AS implementation is likely to pose significant 
challenges

Impacts of Ind AS 
conversion may not be 

addressed by all 
stakeholders

Accounting rules are 
seen as ‘pretty similar’, 
but small differences 

could matter a lot

Use of more judgment 
by management 

and fair value 
assessments

Training and awareness 
beyond 

the finance and 
accounts team

First time adoption 
policy choices and 

exemptions

Ind AS reporting has 
not yet been 

‘embedded’ into the 
financial reporting 

systems and processes 
(including IT systems)

Enhanced disclosures, 
including potentially 

commercially sensitive 
information

While some of the 
differences seem very 

easy to understand, the 
operational 

complexities could be 
the real challenge; with 

project management 
being critical
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Managing the Ind AS implementation challenges
Board and management Business

System Finance

• Allocate an adequate budget to mobilise
resources

• Start early

• Understand the impact of Ind AS on results

• Realign financial performance-based 
measures with Ind AS-based measures

• Educate stakeholders

• Supply the necessary data to meet additional 
disclosure requirements and new valuation 
principles

• Understand the impact of Ind AS on 
transactions

• Consider the changes required to standard 
business contracts - capital investments

• Align budgeting and MIS to Ind AS reporting

• Plan and implement both ‘quick fixes’ and 
ensure that the systems implemented 
would enable sustained Ind AS reporting

• Develop an approach for a parallel run 
(multi-GAAP reporting), including ICDS 
information for tax filing

• Identify the sources of additional 
information required as per the Ind AS 
requirements

• Understand the Ind AS principles and 
provide adequate training

• Prepare new accounting manuals, 
including revised accounting policies and 
practices

• Manage the overall conversion process



Key Ind AS impact 
areas on the 
manufacturing 
sector
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Key Ind AS impact areas (1/9)
Property, Plant and Equipment (PPE)

• Individual components for which different depreciation rates and methods are appropriate, are
now to be depreciated separately - concept of component accounting.

• Depreciation is to be based on the estimate of the useful life of the assets. No concept of 100 per
cent depreciation on items individually costing less than INR5,000.

• Capitalisation of exchange rate differences under para 46/46 A of AS 11 is not allowed under Ind
AS – rather, it is to be expensed as incurred. Ind AS 101 provides an exemption for items existing
as on the transition date.

• Evaluation of tooling arrangements with ancillary units.

• Site restoration liability to be discounted to its present value and recognised as part of the initial
cost – leasehold land.

• Residual values of assets and estimates of their useful lives are to be reviewed at least annually.
There was no such requirement under Indian GAAP.
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Key Ind AS impact areas (2/9)
Revenue recognition

• Timing of transfer of risks and rewards (difference in practices). Impact due to i) sale with a right
to return; ii) bill and hold arrangements, if any.

• Specific guidance on multiple deliverable arrangements.

• All discount, rebates presented net including cash discount. Excise duty is presented gross.

• Revenue is recognised at the fair value of consideration (extended credit matters).

• Impact of gross vs net reporting – transport/freight recoveries, etc.
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Key Ind AS impact areas (3/9)
Financial instruments - India is the first country to adopt the new standard

• All financial assets are to be classified in three categories. i.e. Fair Value Through Profit or Loss
(FVTPL), Fair Value through Other Comprehensive Income (FVOCI) or amortised cost.

• Initial recognition of all financial assets and liabilities at their fair value (security deposits, lease
deposits, etc.).

• All derivatives to be classified as FVTPL, unless hedge accounting is followed.

• Ind AS requires impairment of financial assets under the expected loss model – 12 month
expected credit losses or lifetime expected credit losses.

• Accounting for interest and other related ancillary borrowing cost is done using the effective
interest rate method.

• Cumulative redeemable preference shares – Classified as a liability under Ind AS. Dividend is to
be treated as a finance cost. To also have an impact on borrowing cost capitalisation.

• Increased disclosures for financial instruments, for example, category-wise disclosures for
financial instruments, interest rate sensitivity analysis, guarantees taken/given.
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Key Ind AS impact areas (4/9)
Consolidation

• Evaluation of ’control’ for all investees taking into account the substantive potential voting
rights held by the investor and other parties when assessing control.

• Consolidation is based on the principles of ‘control’ and not merely based on majority
ownership. Evaluation of de facto control.

• Equity method accounting for joint ventures as against proportionate consolidation currently
being followed under Indian GAAP.

• Uniform accounting policies to be followed for all subsidiaries, JVs and associates for the
purpose of consolidation. Exemption for associates in case it is impracticable.

• Non-controlling interest to be presented as part of equity.
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Key Ind AS impact areas (5/9)
Business combinations

• Mandatory use of the purchase method of accounting – fair valuation of net assets (including
intangible assets and contingent liabilities).

• Date of acquisition is the date on which effective control is transferred.

• Consideration to include contingent consideration which should be measured at its fair value.
Subsequent changes in fair value are to be taken to the income statement.

• Goodwill to be tested at least annually for impairment – amortisation not permitted.
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Key Ind AS impact areas (6/9)

• Explicit guidance on accounting for lease arrangements which are embedded in purchase/sale
arrangements – substance over form.

• Specific guidance on lease of land – to be recognised as an operating or a financial lease as per
the classification criteria.

• Requirement to fair value lease deposits - difference to be treated as prepaid rent and
recognised on a straight line basis.

• Inflationary increases can optionally not be considered for straight-lining.

Leases

• Government grants are not allowed to be directly credited to shareholders’ interests.

• Benefit of government loans with below the market rate of interest should be accounted for as
government grant.

Government grants
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Key Ind AS impact areas (7/9)

• Employee benefits:

• Re-measurements (comprising of the actuarial gains/losses and return on plan assets) to be
recognised in other comprehensive income

• Liability for termination benefits to be recognised based on a constructive obligation as
compared to a legal obligation (voluntary retirement scheme).

• Long-term provisions are to be discounted to their present value (provision for warranty).

• A separate statement known as ‘statement of changes in equity’ is presented as part of the
primary financial statements.

• Concept of other comprehensive income.

• Additional disclosures are required for related party transactions such as terms and conditions
for transactions entered into, break down of compensation paid to KMP.

• Segment reporting - management approach – disclosures are based on components that the
management monitors. Identification is based on the internal reports that the chief operating
decision maker reviews.

• Changes in accounting policies require restatement of comparatives.

• Dividend to be recognised in the year in which dividend is approved by the shareholders.

Other areas
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Key Ind AS impact areas (8/9)
Income taxes and deferred taxes

• Deferred taxes are to be recognised based on temporary differences as against timing
differences under Indian GAAP (balance sheet approach).

• Carry forward losses and unabsorbed depreciation – probable vs virtual certainty

• All Ind AS adjustments are to have a corresponding tax impact. Also consider ICDS.

• Additional deferred taxes may need to be recognised on:

- Undistributed profits of subsidiaries, associates and joint ventures

- Unrealised profit on intercompany eliminations

- Indexation benefits for freehold land and investments

- Fair value changes for securities classified as fair value through other comprehensive
income.

• Additional disclosures required under Ind AS to include:

– A reconciliation between the income tax expense (income) reported and the product of
accounting profit multiplied by the applicable tax rate. Either a numerical reconciliation or
tax rate reconciliation is required to be presented.
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Key Ind AS impact areas (9/9)
First time adoption

• Ind AS 101 offers several optional and certain mandatory exemptions. Some key exemptions
are:

– Current carrying value under Indian GAAP for items of property, plant and equipment can
be carried forward as the cost under Ind AS - indirect expenses or foreign exchange
differences capitalised under Indian GAAP need not be adjusted on transition to Ind AS

– Option to defer exchange rate fluctuations on long-term foreign currency monetary items
existing immediately before the beginning of the first Ind AS financial reporting period

– Grandfathering of accounting treatment for business combinations and vested share
options

– Assess arrangements existing as on the date of the transition to identify embedded leases
based on the facts and circumstances existing as on that date.

• Impact of retrospective application of Ind AS to be adjusted against the opening retained
earnings as on the date of transition.
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Key carve-outs from the IFRS issued internationally

 Use of the government bond rate for 
employee benefit accounting

 Presentation/classification of loans with 
covenant breaches

 No straight lining for escalation of lease 
rentals in line with the expected general 
inflation.

Optional carve-outs2

 Deemed cost exemption for PPE – carrying 
value as per the Indian GAAP as on the date 
of transition

 Option to defer exchange rate fluctuations on 
long-term foreign currency monetary items 
existing immediately before the beginning of 
the first Ind AS financial reporting period

 Option not to align accounting policies for 
associates.

Elimination of policy choices3

 Only single statement presentation of the income 
statement

 Presentation of income statement by nature

 Option to recognise non-monetary grants at their 
nominal value has been removed

 Application of the equity method to investments 
in subsidiaries, associates and joint ventures in 
standalone financial statements.

Additional guidance 

 Previous GAAP for the purposes of first time 
adoption specifically identified to be Indian GAAP

 Specific guidance on common control 
transactions.

4

Mandatory deviations1
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Key impact areas: Information Technology (IT)
• Financial statement presentation as per Ind AS will require 

additional quantitative and qualitative disclosures.

• Change in the chart of accounts such as parent-child 
hierarchy.

• Ind-AS may require to maintain multiple representations of 
accounts in case of companies that require reporting in 
multiple GAAPs.

- Ind AS, Indian GAAP, ICDS.

• Additional information may be required by ICDS.

• The management may need to respond to specific 
accounting policies as per Ind AS and other statutory 
requirements.

• Costs and fair valuations measurements.

• Additional information could be required for reconciliation 
with the tax reporting requirements.

• Segments and internal MIS on a multiple basis and 
information could be required by regulators.
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