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APPLICABILITY OF ACCOUNTING 

STANDARDS (AS) 

AS

Small & Medium Co(SMC) 

( Pvt Ltd co & LLP)

(01-04-2021) 

SMALL 
COMPANY

MEDIUM 
COMPANY 

NON COMPANY

(01.04.2020)

LEVEL

1

LARGE

All AS apply

LEVEL 

2

MEDIUM

LEVEL 

3

SMALL

LEVEL 

4

MICRO
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NON COMPANY CLASSIFICATION 

(W.E.F 01.04.2020)  

DETAILS                    

(Any one)

MICRO

LEVEL-4

SMALL

LEVEL -3

MEDIUM

LEVEL -2

LARGE

LEVEL-1

Turnover in previous year                 

(excl Other Income)

Upto 10 cr 10-50 cr 50-250 cr +250cr

Borrowings at any time Upto 2 cr 2-10 cr 10-50 cr +50 cr

Securities Listed /listing in India or 

abroad 

Banks, FI, Insurance

Level - 1

Holding and subsidiary Holding and subsidiary of any 

of above

Accounting Standards ALL AS 

Apply
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NON COMPANY CLASSIFICATION 

(W.E.F 01.04.2020)  

No need to restate pr 
year if Level changes in 
20-21. Only disclose

If Level falls from 1 to 2 
or downward cannot 

use exemption  
/relaxation for 2 years

Disclose/recognise if 
entity DOES NOT 

want to avail 
exemptions/relaxations
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AS  APPLICABLETO ALL LEVELS

AS No: ACCOUNTING STANDARD

1

2

4

5

7

9

12

16

Disclosures of Accounting Policies
Valuation of Inventories
Contingencies and Events Occurring After the Balance Sheet Date
Net Profit or Loss for the Period, Prior Period Items and Changes in 
Accounting Policies
Construction Contracts
Revenue Recognition
Accounting for Government Grants
Borrowing Cost
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AS  NOT APPLICABLE TO LEVEL 2,3,4

AS No: ACCOUNTING STANDARD

3

17

20

21

23

25

27

Cash Flow Statement

Segment Reporting

Earnings Per Share

Consolidated Financial Statements

Accounting for Investments in Associates in Consolidated

Financial Statements

Interim Financial Reporting

Financial Reporting of Interests in Joint Ventures
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EXEMPTIONS/RELAXATIONS TO 

LEVEL: 2,3,4

AS LEVEL 2 LEVEL 3 LEVEL 4

AS (1O ,11,29) DISCLOSURES 

EXEMPTIONS

DISCLOSURES 

EXEMPTIONS

AS 13 DISCLOSURES 

EXEMPTIONS

AS -14 NA

AS-18 (RP) NA NA

AS -22 Taxes No Deferred Tax 

AS -24 NA NA

AS -26 -Intangibles DISCLOSURES 

EXEMPTIONS

AS-29 DISCLOSURES 

EXEMPTIONS

DISCLOSURES 

EXEMPTIONS

DISCLOSURES 

EXEMPTIONS
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EXEMPTIONS/RELAXATIONS TO 

LEVEL : 2,3,4

AS LEVEL 2 LEVEL 3 LEVEL 4

AS -15 Emp 

benefits

More than 50 employees (exemption from) 

1. Discounting liability more than 1 year 

2. Defined benefit plans & other long term employee 

benefits Recognition,measurement,presentation

,disclosure exemption: Must do  Actuarial valuation 

using proj unit credit method with market yields. 

Disclose Actuarial assumptions

3. Non vesting short term acccum comp absences

NA

AS -15 Emp 

benefits

Less than 50 employees (exemption from)

1. Same as above except that General provision must 

be made for accrued liability

Irrespective 

of no: of 

employees
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EXEMPTIONS/RELAXATIONS TO 

LEVEL : 2,3,4

AS EXEMPTIONS 2 3 4

19

LEASES

subparagraphs (c), (e) and (f) to paragraph 22 -

disclosures for finance leases.

subparagraphs (a), (b) and (e) to paragraph 25 -

disclosures for operating leases.

subparagraphs (a) and (f) to paragraph 37 - disclosures 

for finance leases.

subparagraphs (b) and (d) to paragraph 46 - disclosures 

for operating leases.

YES

19 

LEASES

subparagraphs (g) to paragraph 37 - disclosures for 

finance leases

YES

19 

LEASES

Para 38 YES
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SMALL & MEDIUM SIZED COMPANY 

(SMC)             -W.E.F 01.04.2021 

DETAILS SMC SMALL

Turnover (Excl Other Income) in previous year upto 250cr upto 20cr

Borrowings at any time in previous year Upto 50 cr

Unlisted / not in listing in India or abroad

Not Banks/FI/Insurance

Yes

Not Holding and subsidiary of a non SMC at the end of 

the relevant period

Excludes JV /Associates

Yes

Paid up share capital upto 2 cr
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MAIN EXEMPTIONS/RELAXATIONS 

FOR SMC

AS SMC SMALL

AS-3 –CASH 

FLOW

Exempted for 

small, OPC, 

dormant 

company

AS -15 

Emp Benefits

1. No need to discount contributions/amounts 

that fall due more than one year 

2. Defined benefit plans/Oth LT empl

benefits  Recognition & Measurement:  

Must do Actuarial valuation using proj unit 

credit method with market yields

3. Presentation /disclosure of defined benefit 

plans. Must disclose actuarial assumptions

4. Non vesting short term comp absences
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MAIN EXEMPTIONS/RELAXATIONS 

FOR SMC

AS SMC

AS-19 

Leases

1. subparagraphs (c), (e) and (f) to paragraph 22 - disclosures 

for finance leases.

2. subparagraphs (a), (b) and (e) to paragraph 25 - disclosures 

for operating leases.

3. subparagraphs (a) and (f) to paragraph 37 - disclosures for 

finance leases.

4. subparagraphs (b) and (d) to paragraph 46 - disclosures for 

operating leases.

AS -20 

EPS

Disclosure of diluted earnings per share (both including and 

excluding extra- ordinary items)
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MAIN EXEMPTIONS/RELAXATIONS 

FOR SMC

AS SMC

AS-28

Impairment

1. For SMC, the definition of the term ‘value in use’ would be 

different : “instead of using the present value technique, a 

reasonable estimate of the ‘value in use’ can be made”.

2. If above is chosen the relevant provisions of AS 28, such as 

discount rate etc., would not be applicable 

AS -29 paragraph 66 and 67 Disclosures relating to each class of 

provisions



AS 11

THE AFFECTS OF CHANGES IN 

FOREIGN EXCHANGE RATES



AS -11

AS -11

FOREIGN 
CURRENCY 

TRANSACTIONS

Monetary
Non 

Monetary

FOREIGN 
OPERATIONS

Integral
Non 

Integral

FORWARD 
EXCHANGE 

CONTRACTS

Amortise 
forward 
premium

Guidance 
note



DERIVATES ?

 a derivative can be described as a financial instrument whose value changes in

response to a financial index, but does not include the rights in an investment

contract, i.e., it is merely a transfer of the pure deviation risk of that index

( CHANGE INVALUE)

• Exchange• OTC

• Exchange• OTC

Forwards Options

FuturesSwaps



DERIVATIVES CONDITIONS

Derivatives

Value changes 
due to an 
underlying

interest rates
Commodity 

prices

No or little 
initial net 

investment

Settled at a 
future date

Expiry of options 
at maturity is 

also a settlement



TYPES OF HEDGES

FAIR 
VALUE

Foreign 
exchange

CASH 
FLOW

RISK BEING HEDGED IS 

: Change in fair value of  

fixed items:

Fixed rate assets/liabilities

Assets/liabilities in forex

Firm commitments

P&L

RISK BEING HEDGED IS : 

Hedge of a variability:

Variable rate  assets/liabilities

Highly probable  forecast trans

Currency fluctuations

Retained Earnings

Net investments 

in foreign operations



BACKGROUND ON FINANCIAL INSTRUMENTS (FI) 

AS - 30,31,32

Guidance

Status

Financial instruments 
standards

AS-FI

2007 -
INTRODUCED

2011 -
WITHDRAWN

AS- 11 /13 
prevails over                            

AS-FI

Hedge of highly 
probable 

forecast NOT 
IN AS -11

Hedge of firm 
commitments 

NOT IN AS -11

RBI (regulatory) 
prevails over               

AS-FI

Encouraged to 
follow                             
AS-FI

IAS 39 to IFRS 9

DERIVATIVE 

GUIDANCE 

NOTE -ICAI



DEFINITION –

NOT COVERED IN AS 11

➢ Firm Commitment: A firm commitment is a binding agreement for the exchange

of a specified quantity of resources at a specified future date or dates.

➢ Forecast transaction: A forecast transaction is an uncommitted but anticipated

future transaction



DERIVATIVE GUIDANCE NOTE 

EXCLUDES

AS 11 
FORWARD 

CONTRACTS

EMBEDED 
DERIVATIVES

MACRO 
HEDGING

NON 
DERIVATIVE 

FA/FL USED AS 
HEDGING 

INSTRUMENTS

Forex 

forwards/futures to 

hedge payment of 

monetary 

Asset/Liability

Currency swap-

Principal only



MEASUREMENT

Transactions Rate

Initial recognition @ SPOT Rate

Subsequent Recognition:

Monetary Items @ Closing Rate

Non Monetary Items – @ historical cost

(PPE & Long term investments)

@ Transaction Rate

Non Monetary Items – @ fair value

(Stocks & current investments)

@ Rate on date of fair valuation

Contingent Liabilities @ Closing Rate



EX DIFF ON  LONG TERM FOREIGN 

CURRENCY MONETARY ITEM (LTFCMI)

Transactions –(OPTION -1) Rate

Depreciable assets Added or deducted from cost of asset

Others Exchange differences will be recognised in 

Foreign Currency Monetary Item 

translation Difference Account 

(FCMITDA)

TO BE AMORTISED

SETTLED BEYOND 12 MONTHS 

AND IRREVOCABLE

OPTION 2: P&L 



FOREIGN OPERATIONS

INTEGRAL NON INTEGRAL

is an extension of the operations of the 

reporting entity. Any change in the 

exchange rate between the reporting 

entity and exchange relating to the foreign 

operations will have an immediate impact 

on the cash flows from operations of the 

reporting entity

accumulates cash and other monetary 

items, incurs expenses, generates income 

and perhaps arranges borrowings all 

substantially in its local currency

EX DIFF IN P&L Exchange Difference in FCTR till 

disposal

SEE next slide



MEASUREMENT NON INTEGRAL 

OPERATIONS

Transactions Rate

Initial recognition @ SPOT Rate

Subsequent Recognition:

Monetary & Non Monetary Items @ Closing Rate

Income & Expenses @ Transaction date rate

Goodwill & capital reserve @ Closing Rate

Contingent Liabilities @ Closing Rate

INTEGRAL OPERATIONS : Non Monetary 

Asset is at historical cost or Fair Value



EXCHANGE DIFFERENCE ON 

TRANSLATION

Transactions Rate

Integral operations In P&L 

Non Integral Operations Deferred in FCTR 

Disposal of non integral operations Transfer to P&L 

Change from Integral to Non 

Integral for Non Monetary assets @ 

Historical costs

Transaction rate to Closing rate = diff in 

FCTR 

Change from Non Integral to  

Integral for Non Monetary assets

Closing rate to Transaction rate @ date of 

reclassification is treated as historical cost.

FCTR do not transfer to P&L until 

disposal of foreign operations



FORWARD CONTRACT 

ACCOUNTING

FORWARD 
CONTRACTS

HEDGING

AMORTISE 
FORWARD 
PREMIUM

DR – Forex 
receivable

CR – Payable to 
Bank

( @ Forward 
rate)

SPECULATION

CUMULATIVE 
GAIN/LOSS IN 

P&L 

No amortisation of 
premium/discount

DERIVATIVE

@ Fair Value 
to P&L

If Hedge Accounting 
is used and 

conditions are met

Fair Value 
Hedge                     
( P&L)

Cash Flow Hedge –
Variability  in                              

Retained earnings

Change in Forward in 
CFHR till it becomes FVH



HEDGE ACCOUNTING

➢ HEDGE ACCOUNTING MAY BE DONE IF CONDITIONS ARE MET .

HEDGE 
ACCOUNTING

FAIR VALUE 
HEDGE

P&L

CASH FLOW 
HEDGE

RETAINED 
EARNINGS



AS -11   HEDGING FORWARD CONTRACTS 

PARTICULARS SR FR REMARKS

01.07.2021 64.50 65 Loan taken US$ 10,000 in July 2021

Forward contract taken for settlement

31.12.2021 68 Settled

01.07.2021:

DR Bank         - 64.50

CR Bank Loan 

(loan received @ SR)                

DR Forn Curr Receivable    - 64.50

DR Deferred Premium          - 0.50

CR  Amount due to Bank   - 65

( forward exchange contract entry)

31.12.2021

DR P&L                              0.50                

CR     Deferred Premium

( Forward premium amortised)

DR Forn Curr Receivable   - 3.50

CR      P&L – Forex Gain

(Exchange gain for forward contract)

DR P&L – Forward Loss     3.50

CR   Bank Loan

( Loss on M2M 64.5 -68)

DR  Amount due to bank     - 65

CR  Bank 

DR  Bank Loan      - 68

CR  Forn Curr Receivable



HEDGE ACCOUNTING

➢ HEDGED ITEM = FOREIGN CURENCY LOAN

➢ HEDGING INSTRUMENT – FORWARD CONTRACT

➢ HEDGING ACCOUNTING : Reflects mitigating effect of change in value of above



DERIVATIVES – FIRM COMMITMENTS

PARTICULARS SR FR REMARKS

01.07.2013 64.50 65 Hedge sales receipts of US$10,000 to be 

received on 30.04.2014

01.01.2014 61 61.20 Sale booked & invoice raised

31.03.2014 60.50 60.60 Year end closing

30.04.2014 60 60 Amount realised







01.07.2013

DR Forex receivable  Rs. 65

CR Bank Payable

@ Forward Rate

Settlement

DR P&L -LOSS    (3.8+0.6+0.6) = Rs. 5

CR Forex Receivable

@ Change in Forward Rate

DR  Bank payable              Rs. 65

CR  Forex Receivable                   Rs. 60

CR  Bank                                     Rs.  5

Rs. 5 speculation loss to pay 

to bank

SPECULATION

Same example as before . 

There is no loan taken but only forward contact for speculation



ICDS VS AS 11
ITEM ICDS AS

Non Monetary foreign 

currency items converted

➢ @ Ex Rate AT DATE of transaction  

➢ Subject to Sec 43A for imported 

items capitalization.

➢ NOT TO RECOGNISE IMPACT IN 

P&L

➢ @Ex Rate at date of 

transaction for items carried 

at  historical cost. 

➢ For items Fair Valued @ ex 

rate on that date

➢ Inventory – Cost or NRV 

whichever is lower

Monetary Foreign currency 

items converted

@ Closing Rate.

Subject to Sec 43A for imported items 

capitalisation

P&L IMPACT ON 

SETTLEMENT/CONVERSION

➢ @ Closing Rate

➢ Capitalisation allowed for 

depreciable PPE

➢ Amortisation for Other long 

term Monetary items

➢ NIFO is accumulated in 

reserve and charged to P&L 

on disposal ,..

INVENTORY-NOT 

CLOSING RATE 

Imported assets 

capitalised on 

payment. NO 

P&L



ICDS VS AS

ITEM ICDS AS

DERIVATIVES – Forward Exchange 

Contracts covered by AS -11

➢ AMORTISE forward premium

➢ Ex change diff in P&L

➢ AMORTISE forward premium

➢ Ex change diff in P&L

DERIVATIVES –

Speculation/Trading/Hedging firm 

commitments & highly probable 

forecast transaction

RECOGNISE AT 

SETTLEMENT DATE ONLY :

➢ Premium

➢ Discount

➢ Exchange gain/loss

➢ IGNORE forward Premium

➢ M2M in P&L



DISCLOSURE EXEMPTIONS AS 11                      

FOR NON COMPANY

ITEM LEVEL 3 &  4

PARA 44: Disclosure is also encouraged of 

an enterprise’s foreign currency risk 

management

policy

Applicable for Level 3 & 4



NON COMPLIANCES

AS REMARKS

AS 1 All significant accounting policies adopted in the preparation 

and presentation of financial statements should be disclosed.”

AS 2 

INVENTORIES

“Inventories should be valued at the lower of cost and net

realisable value.” Further, paragraph 3.2 of AS 2 defines the

term ‘Net Realisable Value’ as follows :

“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.”

AS 2

COST FORMULA 

the accounting policies adopted in measuring inventories, including

the cost formula used.”

FIFO ,WEIGHTED AVERAGE OR SPECIFIC



NON COMPLIANCES

AS REMARKS

AS 2 Thus, in order that the auditor’s role with regard to

verification of inventories is properly appreciated by the 

users of the financial statements, the auditors should advise 

their clients to omit the expression ’as taken, valued and 

certified by the director/management’, when describing 

inventories in the financial statements.’

AS 3

CASH FLOW 

STATEMENT

An enterprise should disclose, together with a commentary 

by management, the amount of  significant cash and cash 

equivalent balances held by the enterprise that is not  

available for use by it.”

Eg: Margin money , Unpaid dividend account …



NON COMPLIANCES

AS REMARKS

AS 3 Cash and Cash Equivalents’ disclosed in the Cash Flow Statement agreed 

with the amount shown as ‘Cash and Bank Balances in the Balance Sheet, 

which included deposits with maturity of more than three months and 

more also.

From the above, it was viewed that deposits with original maturity of 3 

months or less should be considered as cash and cash equivalents and 

remaining deposits should be classified as ‘other bank balances’. However, it 

was observed that the balance of ‘Cash and cash equivalents’ as reported in 

the Cash Flow Statement is same as that reported under the note  of ‘Cash 

and Bank Balances’ which indicates that the ‘deposits with maturity for 

more than 12 months’ and ‘deposits with maturity for more than 3 months’ 

but less than  12 months have also been considered as a part of cash 

equivalents. Hence, it was viewed that cash and cash equivalents as 

considered for the cash flow statement is not in line with the requirement 

of paragraph 6 of AS 3.



NON COMPLIANCES

AS REMARKS

AS 3 .The effect of changes in exchange rates on cash and cash equivalents held 

in a foreign currency should be reported as a separate part of the 

reconciliation of the changes in cash and cash equivalents during the period.



SCH 111 – DIV 1

AS REMARKS

SHORT TERM 

BORROWINGS

Current maturity of long-term borrowings should be classified as 

short-term borrowings and presented as a separate line item

AS 13 Long term investment = from date of investment 

DIV 111 –SCH 1 : From date of Balance Sheet ( prevails as per 

guidance note)

The portion of long-term investment as per AS13 which is expected 

to be realized within twelve months from the Balance Sheet date 

needs to be shown as Current investment under the Schedule III.



SCH 111 – DIV 1



SCH 111 – DIV 1



SCH 111 –

DIV 1



SCH 111 – DIV 1

Following disclosures shall be made where Loans or Advances in the nature of loans

are granted to promoters, directors, KMPs and the related parties (as defined under 

Companies Act, 2013,) either severally or jointly with any other person, that are:

(a) repayable on demand; or



SCH 111 – DIV 1



SCH 111 – DIV 1



SCH 111 – DIV 1



SCH 111 – DIV 1



SCH 111 – DIV 1



SCH 111 – DIV 1



SCH 111 – DIV 1
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