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The Council, at its 236th meeting, held on September 16-
18, 2003, considered the matter relating to applicability
of Accounting Standards to Small and Medium Sized
Enterprises (SMEs).  The Council decided the following
scheme for applicability of accounting standards to
SMEs.  This scheme comes into effect in respect of
accounting periods commencing on or after 1-4-2004.

1. For the purpose of applicability of Accounting
Standards, enterprises are classified into three categories,
viz., Level I, Level II and Level III. Level II and Level III
enterprises are considered as SMEs.  The criteria for dif-
ferent levels are given in Annexure I.

2. Level I enterprises are required to comply fully with
all the accounting standards.

3. It has been decided that no relaxation should be given
to Level II and Level III enterprises in respect of recog-
nition and measurement principles. Relaxations are pro-
vided with regard to disclosure requirements.
Accordingly, Level II and Level III enterprises are fully
exempted from certain accounting standards which pri-
marily lay down disclosure requirements. In respect of
certain other accounting standards, which lay down
recognition, measurement and disclosure requirements,
relaxations from certain disclosure requirements are
given.  The exemptions/relaxations are decided to be

provided by modifying the applicability portion of the
relevant accounting standards.  Modifications in the  rel-
evant existing accounting standards are given in
Annexure II.

4. Applicability of Accounting Standards and

exemptions/relaxations for SMEs

So far, the Institute has issued 29 accounting standards.
The applicability of the accounting standards and
exemptions/relaxations for SMEs are as follows:

I. Accounting Standards applicable to all enter-

prises in their entirety (Levels I, II and III)

(i) AS 1, Disclosure of Accounting Policies
(ii) AS 2, Valuation of Inventories 
(iii) AS 4, Contingencies and Events Occurring

After the Balance Sheet Date
(iv) AS 5, Net Profit or Loss for the Period, Prior

Period Items and Changes in Accounting
Policies

(v) AS 6, Depreciation Accounting

(vi) AS 7 (revised 2002), Construction Contracts1

AS 7 (issued 1983), Accounting for
Construction Contracts

(vii) AS 8, Accounting for Research and Development2

(viii) AS 9, Revenue Recognition
(ix) AS 10, Accounting for Fixed Assets

Applicability of
Accounting Standards
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1The revised Standard (2002) comes into effect in respect of all contracts entered into during accounting periods commencing on
or after 1-4-2003 and is mandatory is nature from that date.  Accordingly, the pre-revised AS 7 (issued 1983) is not applicable in
respect of such contracts.
2AS 8 is withdrawn from the date AS 26, Intangible Assets, becoming mandatory for the concerned enterprises.  AS 26 is mandatory
in respect of expenditure incurred on intangible items during accounting periods commencing on or after 1-4-2003 for the following:

(i) Enterprises whose equity or debt securities are listed on a recognised stock exchange in India, and enterprises that are in the
process of issuing equity or debt securities that will be listed on a recognised stock exchange in India as evidenced by the board
of directors’ resolution in this regard.

(ii) All other commercial, industrial and business reporting enterprises, whose turnover for the accounting period exceeds Rs. 50 crores.

In respect of all other enterprises, AS 26 is mandatory in respect of expenditure incurred on intangible items during accounting
periods commencing on or after 1-4-2004.



(x) AS 11 (revised 2003), The Effects of Changes in

Foreign Exchange Rates3

AS 11 (revised 1994), Accounting for the
Effects of Changes in Foreign Exchange Rates

(xi) AS 12, Accounting for Government Grants
(xii) AS 13, Accounting for Investments
(xiii) AS 14, Accounting for Amalgamations
(xiv) AS 15, Accounting for Retirement Benefits in

the Financial Statements of Employers
(xv) AS 16, Borrowing Costs
(xvi) AS 22, Accounting for Taxes on Income
(xvii) AS 26, Intangible Assets

II. Exemptions/Relaxations for SMEs

(A) Accounting Standards not applicable to Level II and

Level III enterprises in their entirety:

(i) AS 3, Cash Flow Statements
(ii) AS 17, Segment Reporting
(iii) AS 18, Related Party Disclosures 

(iv) AS 24, Discontinuing Operations.

(B) Accounting Standards not applicable to Level II and

Level III enterprises since the relevant Regulators require

compliance with them only by certain Level I enterprises:4

(i) AS 21, Consolidated Financial Statements
(ii) AS 23, Accounting for Investments in

Associates in Consolidated Financial
Statements

(iii) AS 27, Financial Reporting of Interests in
Joint Ventures (to the extent of requirements
relating to consolidated financial statements)

(C) Accounting Standards in respect of which relaxations

from certain disclosure requirements have been given to

Level II and Level III enterprises:

(i) AS 19, Leases

Paragraphs 22(c), (e) and (f); 25(a), (b) and
(e); 37(a), (f) and (g); and 46(b), (d) and (e), of

AS 19 are not applicable to Level II and Level
III enterprises.

(ii) AS 20, Earnings Per Share

As regards AS 20, diluted earnings per share
and information required by paragraph 48 of
AS 20 are not required to be disclosed by
Level II and Level III enterprises if  this stan-
dard is applicable to these enterprises because
they disclose earnings per share.  So far as
companies are concerned, since all the com-
panies are required to apply AS 20 by virtue of
the provisions of Part IV of Schedule VI to
the Companies Act, 1956, requiring disclo-
sure of earnings per share, the position is that
the companies which do not fall in Level I,
would not be required to disclose diluted
earnings per share and information required
by paragraph 48 of AS 20.

(iii) AS 29, Provisions, Contingent Liabilities and
Contingent Assets
-Paragraph 67 is not applicable to Level II
enterprises
-Paragraphs 66 and 67 are not applicable to
Level II and Level III enterprises

The above  relaxations are incorporated in AS
29 itself, which is published separately else-
where in this Journal.

(D) Accounting Standard applicability of which is deferred

for Level II and Level III enterprises:

AS 28, Impairment of Assets 

-For Level I Enterprises applicable from 1-4-2004

-For Level II Enterprises applicable from 1-4-2006

-For Level III Enterprises applicable from 1-4-2008

(E) AS 25, Interim Financial Reporting, does not
require any enterprise to present interim finan-
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3 The revised AS 11 (2003) would come into effect in respect of accounting periods commencing on or after 1-4-2004 and would
be mandatory in nature from that date. The revised Standard (2003) would supersede AS 11 (1994), except that in respect of
accounting for transactions in foreign currencies entered into by the reporting enterprise itself or through its branches before the
date the revised AS 11 (2003) comes into effect, AS 11 (1994) will continue to be applicable.

4AS 21, AS 23 and AS 27 (relating to consolidated financial statements) are required to be complied with by an enterprise if the
enterprise, pursuant to the requirements of a statute/regulator or voluntarily, prepares and presents consolidated financial state-
ments.
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cial report.  It is applicable only if an enterprise
is required or elects to prepare and present an
interim financial report. However, the recogni-
tion and measurement requirements contained
in this Standard are applicable to interim finan-
cial results, e.g., quarterly financial results
required by the SEBI.

At present, in India, enterprises are not required to
present interim financial report within the mean-
ing of AS 25.  Therefore, no enterprise in India is
required to comply with the disclosure and pre-
sentation requirements of AS 25 unless it volun-
tarily presents interim financial report within the
meaning of AS 25.  The recognition and measure-
ment principles contained in AS 25 are also applic-
able only to certain Level I enterprises since only
these enterprises are required by the concerned
regulators to present interim financial results.

In view of the above, at present, AS 25 is not
mandatorily applicable to Level II and Level III
enterprises in any case.

5. An enterprise which does not disclose certain infor-
mation pursuant to the above exemptions/relaxations,
should disclose the fact.

6. Where an enterprise has previously qualified for any
exemption/relaxation (being under Level II or Level
III), but no longer qualifies for the relevant exemp-
tion/relaxation in the current accounting period, the rel-
evant standards/requirements become applicable from
the current period. However, the corresponding previ-
ous period figures need not be disclosed.

7. Where an enterprise has been covered in Level I and
subsequently, ceases to be so covered, the enterprise
will not qualify for exemption/relaxation available to
Level II enterprises, until the enterprise ceases to be cov-
ered in Level I for two consecutive years.  Similar is the
case in respect of an enterprise, which has been covered
in Level I or Level II and subsequently, gets covered
under Level III.

Annexure I

Criteria for classification of enterprises

Level I Enterprises

Enterprises which fall in any one or more of the follow-

ing categories, at any time during the accounting period,
are classified as Level I enterprises:
(i) Enterprises whose equity or debt securities are listed

whether in India or outside India.

(ii) Enterprises which are in the process of listing their
equity or debt securities as evidenced by the board of
directors’ resolution in this regard.

(iii) Banks including co-operative banks.

(iv) Financial institutions.

(v) Enterprises carrying on insurance business.

(vi) All commercial, industrial and business reporting
enterprises, whose turnover for the immediately
preceding accounting period on the basis of audited
financial statements exceeds Rs. 50 crore. Turnover
does not include ‘other income’.

(vii) All commercial, industrial and business reporting
enterprises having borrowings, including public
deposits, in excess of Rs. 10 crore at any time during
the accounting period.

(viii) Holding and subsidiary enterprises of any one of
the above at any time during the accounting period.

Level II Enterprises

Enterprises which are not Level I enterprises but fall in
any one or more of the following categories are classified
as Level II enterprises:

(i) All commercial, industrial and business reporting
enterprises, whose turnover for the immediately
preceding accounting period on the basis of audited
financial statements exceeds Rs. 40 lakhs but does
not exceed Rs. 50 crore. Turnover does not include
‘other income’.

(ii) All commercial, industrial and business reporting
enterprises having borrowings, including public
deposits, in excess of Rs. 1 crore but not in excess of
Rs. 10 crore at any time during the accounting period.

(iii) Holding and subsidiary enterprises of any one of the
above at any time during the accounting period.

Level III Enterprises

Enterprises which are not covered under Level I and
Level II are considered as Level III enterprises.
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Annexure II

Modifications in the relevant existing accounting

standards to address the matter relating to Small

and Medium Sized enterprises

Note: Modifications are indicated as strike-throughs for
deletions and as underlines for additions.

1. Modifications in AS 3, Cash Flow Statements

The ‘applicability’ paragraphs of AS 3 stand modified as under:

“The following is the text of the revised Accounting
Standard (AS) 3, ‘Cash Flow Statements’, issued by the
Council of the Institute of Chartered Accountants of India.
This Standard supersedes Accounting Standard (AS) 3,
‘Changes in Financial Position’, issued in June, 1981.

In the initial years, this accounting standard will be recom-
mendatory in character. During this period, this standard
is recommended for use by companies listed on a recog-
nised stock exchange and other commercial, industrial
and business enterprises in the public and private sectors.

Accounting Standard (AS) 3, ‘Cash Flow Statements’
(revised 1997), issued by the Council of the Institute of
Chartered Accountants of India, comes into effect in
respect of accounting periods commencing on or after 1-
4-1997. This Standard supersedes Accounting Standard
(AS) 3, ‘Changes in Financial Position’, issued in June 1981.
This Standard is mandatory in nature in respect of account-
ing periods commencing on or after 1-4-20041 for the
enterprises which fall in any one or more of the following
categories, at any time during the accounting period:

(i) Enterprises whose equity or debt securities are listed
whether in India or outside India.

(ii) Enterprises which are in the process of listing their
equity or debt securities as evidenced by the board
of directors’ resolution in this regard.

(iii) Banks including co-operative banks.
(iv) Financial institutions.
(v) Enterprises carrying on insurance business.
(vi) All commercial, industrial and business reporting

enterprises, whose turnover for the immediately
preceding accounting period on the basis of audited
financial statements exceeds Rs. 50 crore. Turnover
does not include ‘other income’.

(vii) All commercial, industrial and business reporting
enterprises having borrowings, including public
deposits, in excess of Rs. 10 crore at any time during
the accounting period.

(viii) Holding and subsidiary enterprises of any one of
the above at any time during the accounting period.

The enterprises which do not fall in any of the above cat-
egories, are encouraged, but are not required, to apply
this Standard.

Where an enterprise has been covered in any one or more
of the above categories and subsequently, ceases to be so
covered, the enterprise will not qualify for exemption
from application of this Standard, until the enterprise
ceases to be covered in any of the above categories for
two consecutive years.

Where an enterprise has previously qualified for exemp-
tion from application of this Standard (being not cov-
ered by any of the above categories) but no longer quali-
fies for exemption in the current accounting period, this
Standard becomes applicable from the current period.
However, the corresponding previous period figures
need not be disclosed.

An enterprise, which, pursuant to the above provisions, does
not present a cash flow statement, should disclose the fact.

The following is the text of the Accounting Standard.”

The above modifications come into effect in respect of
accounting periods commencing on or after 1-4-2004.
Accordingly, the announcement issued by the Council
titled as ‘Accounting Standard (AS) 3, Cash Flow
Statements Made Mandatory’, published in the
December 2000 issue of the Institute’s Journal (page 65)
stands withdrawn in respect of accounting periods com-
mencing on or after 1-4-2004.
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1 AS 3 was originally made mandatory in respect of accounting periods commencing on or after 1-4-2001, for the following:
(i) Enterprises whose equity or debt securities are listed on a recognised stock exchange in India, and enterprises that are in the

process of issuing equity or debt securities that will be listed on a recognised stock exchange in India as evidenced by the board
of directors’ resolution in this regard. 

(ii) All other commercial, industrial and business reporting enterprises, whose turnover for the accounting period exceeds Rs. 50 crores.
The relevant announcement was published in ‘The Chartered Accountant’, December 2000, page 65.



2.   Modifications in AS 17, Segment Reporting

The ‘applicability’ paragraph of AS 17 stands modified as
under:

“The following is the text of Accounting Standard (AS)
17, ‘Segment Reporting’, issued by the Council of the
Institute of Chartered Accountants of India,. This
Standard comes into effect in respect of accounting peri-
ods commencing on or after 1.4.2001. and is mandatory
in nature, from that date, in respect of the following:

(i) Enterprises whose equity or debt securities are listed
on a recognised stock exchange in India, and enter-
prises that are in the process of issuing equity or debt
securities that will be listed on a recognised stock
exchange in India as evidenced by the board of
directors’ resolution in this regard.

(ii) All other commercial, industrial and business
reporting enterprises, whose turnover for the
accounting period exceeds Rs. 50 crores

This Standard is mandatory in nature in respect of
accounting periods commencing on or after 1-4-20041

for the enterprises which fall in any one or more of the
following categories, at any time during the accounting
period:

(i) Enterprises whose equity or debt securities are listed
whether in India or outside India.

(ii) Enterprises which are in the process of listing their
equity or debt securities as evidenced by the board of
directors’ resolution in this regard.

(iii) Banks including co-operative banks.

(iv) Financial institutions.

(v) Enterprises carrying on insurance business.

(vi) All commercial, industrial and business reporting
enterprises, whose turnover for the immediately
preceding accounting period on the basis of audited
financial statements exceeds Rs. 50 crore. Turnover
does not include ‘other income’.

(vii) All commercial, industrial and business reporting
enterprises having borrowings, including public
deposits, in excess of Rs. 10 crore at any time during
the accounting period.

(viii) Holding and subsidiary enterprises of any one of
the above at any time during the accounting period.

The enterprises which do not fall in any of the above cat-
egories are not required to apply this Standard.

Where an enterprise has been covered in any one or more
of the above categories and subsequently, ceases to be so
covered, the enterprise will not qualify for exemption
from application of this Standard, until the enterprise
ceases to be covered in any of the above categories for
two consecutive years.

Where an enterprise has previously qualified for exemp-
tion from application of this Standard (being not cov-
ered by any of the above categories) but no longer quali-
fies for exemption in the current accounting period, this
Standard becomes applicable from the current period.
However, the corresponding previous period figures
need not be disclosed.

An enterprise, which, pursuant to the above provisions,
does not disclose segment information, should disclose
the fact.

The following is the text of the Accounting Standard.”

The above modifications come into effect in respect of
accounting periods commencing on or after 1-4-2004.

3. Modifications in AS 18, Related Party

Disclosures

The ‘applicability’ paragraph of AS 18 stands modified as
under:
“The following is the text of Accounting Standard (AS)
18, ‘Related Party Disclosures’, issued by the Council of
the Institute of Chartered Accountants of India. This
Standard comes into effect in respect of accounting peri-
ods commencing on or after 1-4-2001 and is mandatory
in nature.
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1AS 17 was originally made mandatory in respect of accounting periods commencing on or after 1-4-2001 for the following enterprises:

(i) Enterprises whose equity or debt securities are listed on a recognised stock exchange in India, and enterprises that are in the
process of issuing equity or debt securities that will be listed on a recognised stock exchange in India as evidenced by the board
of directors’ resolution in this regard.

(ii) All other commercial, industrial and business reporting enterprises, whose turnover for the accounting period exceeds Rs. 50
crores.
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Accounting Standard (AS) 18, ‘Related Party Disclosures’,
issued by the Council of the Institute of Chartered
Accountants of India, comes into effect in respect of
accounting periods commencing on or after 1-4-2001.
This Standard is mandatory in nature in respect of account-
ing periods commencing on or after 1-4-20041 for the
enterprises which fall in any one or more of the following
categories, at any time during the accounting period:

(i) Enterprises whose equity or debt securities are listed
whether in India or outside India.

(ii) Enterprises which are in the process of listing their
equity or debt securities as evidenced by the board of
directors’ resolution in this regard.

(iii) Banks including co-operative banks.

(iv) Financial institutions.

(v) Enterprises carrying on insurance business.

(vi) All commercial, industrial and business reporting
enterprises, whose turnover for the immediately
preceding accounting period on the basis of audited
financial statements exceeds Rs. 50 crore. Turnover
does not include ‘other income’.

(vii) All commercial, industrial and business reporting
enterprises having borrowings, including public
deposits, in excess of Rs. 10 crore at any time during
the accounting period.

(viii) Holding and subsidiary enterprises of any one of
the above at any time during the accounting period.

The enterprises which do not fall in any of the above cat-
egories are not required to apply this Standard.

Where an enterprise has been covered in any one or more
of the above categories and subsequently, ceases to be so
covered, the enterprise will not qualify for exemption
from application of this Standard, until the enterprise
ceases to be covered in any of the above categories for
two consecutive years.

Where an enterprise has previously qualified for exemp-
tion from application of this Standard (being not cov-
ered by any of the above categories) but no longer quali-
fies for exemption in the current accounting period, this
Standard becomes applicable from the current period.
However, the corresponding previous period figures
need not be disclosed.

An enterprise, which, pursuant to the above provisions,
does not make related party disclosures, should disclose
the fact.

The following is the text of the Accounting Standard.”

The above modifications come into effect in respect of
accounting periods commencing on or after 1-4-2004.
Accordingly, the announcement issued by the Council titled
as ‘Applicability of Accounting Standard (AS) 18, Related
Party Disclosures’, published in the April 2002 issue of the
Institute’s Journal (page 1242) stands withdrawn in respect
of accounting periods commencing on or after 1-4-2004.

4. Modifications in AS 19, Leases

The ‘applicability’ paragraph of AS 19 stands modified as under:

“The following is the text of Accounting Standard (AS)
19, ‘Leases’, issued by the Council of the Institute of
Chartered Accountants of India,. This Standard comes
into effect in respect of all assets leased during accounting
periods commencing on or after 1.4.2001 and is manda-
tory in nature from that date. Accordingly, the ‘Guidance
Note on Accounting for Leases’ issued by the Institute in
1995, is not applicable in respect of such assets. Earlier
application of this Standard is, however, encouraged.
In respect of accounting periods commencing on or after
1-4-20042, an enterprise which does not fall in any of the
following categories need not disclose the information
required by paragraphs 22(c), (e) and (f); 25(a), (b) and (e);
37(a), (f) and (g); and 46(b), (d) and (e), of this Standard:
(i) Enterprises whose equity or debt securities are listed

whether in India or outside India.
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1AS 18 was earlier made mandatory in respect of accounting periods commencing on or after 1-4-2001 only for the following enterprises:
(i) Enterprises whose equity or debt securities are listed on a recognised stock exchange in India, and enterprises that are in the

process of issuing equity or debt securities that will be listed on a recognised stock exchange in India as evidenced by the board
of directors’ resolution in this regard. 

(ii) All other commercial, industrial and business reporting enterprises, whose turnover for the accounting period exceeds Rs. 50 crores.
The relevant announcement was published in ‘The Chartered Accountant’, April 2002, page 1242.

2 AS 19 was originally made mandatory, in its entirety, for all enterprises in respect of all assets leased during accounting periods
commencing on or after 1-4-2001.
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(ii) Enterprises which are in the process of listing their
equity or debt securities as evidenced by the board of
directors’ resolution in this regard.

(iii) Banks including co-operative banks.

(iv) Financial institutions.

(v) Enterprises carrying on insurance business.

(vi) All commercial, industrial and business reporting
enterprises, whose turnover for the immediately
preceding accounting period on the basis of audited
financial statements exceeds Rs. 50 crore. Turnover
does not include ‘other income’.

(vii) All commercial, industrial and business reporting
enterprises having borrowings, including public
deposits, in excess of Rs. 10 crore at any time during
the accounting period.

(viii) Holding and subsidiary enterprises of any one of
the above at any time during the accounting period.

In respect of an enterprise which falls in any one or more
of the above categories, at any time during the account-
ing period, the Standard is applicable in its entirety.

Where an enterprise has been covered in any one or more
of the above categories and subsequently, ceases to be so
covered, the enterprise will not qualify for exemption
from paragraphs 22(c), (e) and (f); 25(a), (b) and (e); 37(a),
(f) and (g); and 46(b), (d) and (e), of this Standard, until
the enterprise ceases to be covered in any of the above
categories for two consecutive years.

Where an enterprise has previously qualified for exemp-
tion from paragraphs 22(c), (e) and (f); 25(a), (b) and (e);
37(a), (f) and (g); and 46(b), (d) and (e), of this Standard
(being not covered by any of the above categories) but no
longer qualifies for exemption in the current accounting
period, this Standard becomes applicable, in its entirety,
from the current period. However, the corresponding
previous period figures in respect of above paragraphs
need not be disclosed.

An enterprise, which, pursuant to the above provisions,

does not disclose the information required by para-
graphs 22(c), (e) and (f); 25(a), (b) and (e); 37(a), (f) and
(g); and 46(b), (d) and (e) should disclose the fact.

The following is the text of the Accounting Standard.”

The above modifications come into effect in respect of
accounting periods commencing on or after 1-4-2004.

5. Modifications in AS 20, Earnings Per Share

The ‘applicability’ paragraph of AS 20 stands modified as
under:
“Accounting Standard (AS) 20, ‘Earnings Per Share’,
issued by the Council of the Institute of Chartered
Accountants of India, comes into effect in respect of
accounting periods commencing on or after 1-4-2001
and is mandatory in nature, from that date, in respect of
enterprises whose equity shares or potential equity
shares are listed on a recognised stock exchange in India. 

An enterprise which has neither equity shares nor poten-
tial equity shares which are so listed but which discloses
earnings per share, should calculate and disclose earn-
ings per share in accordance with this Standard from the
aforesaid date. The following is the text of the
Accounting Standard. However, in respect of account-

ing periods commencing on or after 1-4-20041, if any
such enterprise does not fall in any of the following cat-
egories, it need not disclose diluted earnings per share
and information required by paragraph 48 of this
Standard:

(i) Enterprises whose equity securities or potential
equity securities are listed outside India and enter-
prises whose debt securities (other than potential
equity securities) are listed whether in India or out-
side India.

(ii) Enterprises which are in the process of listing their
equity or debt securities as evidenced by the board of
directors’ resolution in this regard.

(iii) Banks including co-operative banks.
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1Originally, no exemption was available to an enterprise, which had neither equity shares nor potential equity shares which were
listed on a recognised stock exchange in India, but which disclosed earnings per share.  It is clarified that no exemption is available
even in respect of accounting periods commencing on or after 1-4-2004 to enterprises whose equity shares or potential equity
shares are listed on a recognised stock exchange in India.  It is also clarified that this Standard is not applicable to an enterprise
which has neither equity shares nor potential equity shares which are listed on a recognised stock exchange in India and which also
does not disclose earnings per share.
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(iv) Financial institutions.

(v) Enterprises carrying on insurance business.

(vi) All commercial, industrial and business reporting
enterprises, whose turnover for the immediately
preceding accounting period on the basis of audited
financial statements exceeds Rs. 50 crore. Turnover
does not include ‘other income’.

(vii) All commercial, industrial and business reporting
enterprises having borrowings, including public
deposits, in excess of Rs. 10 crore at any time during
the accounting period.

(viii) Holding and subsidiary enterprises of any one of
the above at any time during the accounting period.

Where an enterprise (which has neither equity shares nor
potential equity shares which are listed on a recognised
stock exchange in India but which discloses earnings per
share) has been covered in any one or more of the above
categories and subsequently, ceases to be so covered, the
enterprise will not qualify for exemption from the dis-
closure of diluted earnings per share and paragraph 48 of
this Standard, until the enterprise ceases to be covered in
any of the above categories for two consecutive years.

Where an enterprise (which has neither equity shares nor
potential equity shares which are listed on a recognised
stock exchange in India but which discloses earnings per
share) has previously qualified for exemption from the
disclosure of diluted earnings per share and paragraph 48
of this Standard (being not covered by any of the above
categories) but no longer qualifies for exemption in the
current accounting period, this Standard becomes
applicable, in its entirety, from the current period.
However, the relevant corresponding previous period
figures need not be disclosed.

If an enterprise (which has neither equity shares nor
potential equity shares which are listed on a recognised
stock exchange in India but which discloses earnings per
share), pursuant to the above provisions, does not dis-

close the diluted earnings per share and information
required by paragraph 48, it should disclose the fact.

The following is the text of the Accounting Standard.”

The above modifications come into effect in respect of
accounting periods commencing on or after 1-4-2004.

6. Modifications in AS 24, Discontinuing
Operations

The ‘applicability’ paragraph of AS 24 stands modified as
under:

“Accounting Standard (AS) 24, ‘Discontinuing
Operations’, issued by the Council of the Institute of
Chartered Accountants of India, comes into effect in
respect of accounting periods commencing on or after 1-
4-2004. is recommendatory in nature at present. The fol-
lowing is the text of the Accounting Standard. This
Standard is mandatory in nature in respect of accounting
periods commencing on or after 1-4-20041 for the enter-
prises which fall in any one or more of the following cat-
egories, at any time during the accounting period:

(i) Enterprises whose equity or debt securities are listed
whether in India or outside India.

(ii) Enterprises which are in the process of listing their
equity or debt securities as evidenced by the board of
directors’ resolution in this regard.

(iii) Banks including co-operative banks.
(iv) Financial institutions.
(v) Enterprises carrying on insurance business.
(vi) All commercial, industrial and business reporting

enterprises, whose turnover for the immediately
preceding accounting period on the basis of audited
financial statements exceeds Rs. 50 crore. Turnover
does not include ‘other income’.

(vii) All commercial, industrial and business reporting
enterprises having borrowings, including public
deposits, in excess of Rs. 10 crore at any time during
the accounting period.
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1 It was originally decided to make AS 24 mandatory in respect of accounting periods commencing on or after 1-4-2004 for the following:
(i) Enterprises whose equity or debt securities are listed on a recognised stock exchange in India, and enterprises that are in the

process of issuing equity or debt securities that will be listed on a recognised stock exchange in India as evidenced by the board
of directors’ resolution in this regard.

(ii) All other commercial, industrial and business reporting enterprises, whose turnover for the accounting period exceeds Rs. 50 crores.

In respect of all other enterprises, it was originally decided to make the Standard mandatory in respect of accounting periods com-
mencing on or after 1-4-2005.

The relevant announcement was published in ‘The Chartered Accountant’, May 2002, page 1378.
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(viii) Holding and subsidiary enterprises of any one of
the above at any time during the accounting period.

Earlier application is encouraged. 

The enterprises which do not fall in any of the above cate-
gories  are not required to apply this Standard.

Where an enterprise has been covered in any one or more
of the above categories and subsequently, ceases to be so
covered, the enterprise will not qualify for exemption
from application of this Standard, until the enterprise
ceases to be covered in any of the above categories for
two consecutive years.

Where an enterprise has previously qualified for exemp-
tion from application of this Standard (being not cov-
ered by any of the above categories) but no longer quali-
fies for exemption in the current accounting period, this
Standard becomes applicable from the current period.
However, the corresponding previous period figures
need not be disclosed.

An enterprise, which, pursuant to the above provisions,
does not present the information relating to the discon-
tinuing operations, should disclose the fact.

The following is the text of the Accounting Standard.”

The above modifications come into effect in respect of
accounting periods commencing on or after 1-4-2004.
Accordingly, the announcement issued by the Council
titled as ‘Accounting Standard (AS) 24, Discontinuing
Operations’, published in the May 2002 issue of the
Institute’s Journal (page 1378) stands withdrawn in respect
of accounting periods commencing on or after 1-4-2004.
and is mandatory in nature from that date for the following.

7. Modifications in AS 28, Impairment of Assets

The ‘applicability’ paragraphs of AS 28 stand modified as
under:

“Accounting Standard (AS) 28, ‘Impairment of Assets’,
issued by the Council of the Institute of Chartered
Accountants of India, comes into effect in respect of
accounting periods commencing on or after 1-4-2004. and
is mandatory in nature from that date for the following:

This Standard is mandatory in nature in respect of
accounting periods commencing on or after:

(a) 1-4-20041, for the enterprises, which fall in any one
or more of the following categories, at any time dur-
ing the accounting period:

(i) Enterprises whose equity or debt securities are
listed whether in India or outside India.

(ii) Enterprises which are in the process of listing
their equity or debt securities as evidenced by
the board of directors’ resolution in this regard.

(iii) Banks including co-operative banks.

(iv) Financial institutions.

(v) Enterprises carrying on insurance business.

(vi) All commercial, industrial and business reporting
enterprises, whose turnover for the immediately
preceding accounting period on the basis of
audited financial statements exceeds Rs. 50 crore.
Turnover does not include ‘other income’.

(vii) All commercial, industrial and business report-
ing enterprises having borrowings including
public deposits, in excess of Rs. 10 crore at any
time during the accounting period.

(viii) Holding and subsidiary enterprises of any one of
the above at any time during the accounting period.

(b) 1-4-20062, for the enterprises which do not fall in
any of the categories in (a) above but fall in any one
or more of the following categories:

(i) All commercial, industrial and business report-
ing enterprises, whose turnover for the immedi-
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1 It was originally decided to make AS 28 mandatory in respect of accounting periods commencing on or after 1-4-2004 for the following:

(i) Enterprises whose equity or debt securities are listed on a recognised stock exchange in India, and enterprises that are in the
process of issuing equity or debt securities that will be listed on a recognised stock exchange in India as evidenced by the board
of directors’ resolution in this regard.

(ii) All other commercial, industrial and business reporting enterprises, whose turnover for the accounting period exceeds Rs. 50 crores.

In respect of all other enterprises, it was originally decided to make AS 28 mandatory in respect of accounting periods commenc-
ing on or after 1-4-2005.

2 ibid.
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ately preceding accounting period on the basis
of audited financial statements exceeds Rs. 40
lakhs but does not exceed Rs. 50 crore.
Turnover does not include ‘other income’.

(ii) All commercial, industrial and business report-
ing enterprises having borrowings, including
public deposits, in excess of Rs. 1 crore but not
in excess of Rs. 10 crore at any time during the
accounting period.

(iii) Holding and subsidiary enterprises of any one of
the above at any time during the accounting period.

(c) 1-4-20083, for the enterprises, which do not fall
in any of the categories in (a) and (b) above.

(i) Enterprises whose equity or debt securities are
listed on a recognised stock exchange in India, and enter-
prises that are in the process of issuing equity or debt
securities that will be listed on a recognised stock
exchange in India as evidenced by the board of directors’
resolution in this regard.

(ii) All other commercial, industrial and business
reporting enterprises, whose turnover for the account-
ing period exceeds Rs. 50 crores.

In respect of all other enterprises, the Accounting
Standard comes into effect in respect of accounting peri-
ods commencing on or after 1-4-2005 and is mandatory
in nature from that date.

Earlier application of the Accounting Standard is
encouraged.

The following is the text of the Accounting Standard.”

The above modifications come into effect in respect of
accounting periods commencing on or after 1-4-2004.

Note: In all the above modifications, the footnote
clarifying the implications of ‘mandatory’ status of an
accounting standard, will continue to appear whenever
the word ‘mandatory’ is used for the first time as it
presently appears in the respective standards.

3 ibid.
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NEW RELEASE
CD of 'Research Publications (As on July 1, 2003)'

CD of 'Research Publications (As on July 1, 2003)', brought out by the Research Committee, contains electronic
copy of nine research publications issued in recent years by the Research Committee, viz., the following:
1. Technical Guide on Accounting and Auditing in Hotel Industry
2. Technical Guide on Accounting and Auditing in Not-for-Profit Organisations
3. Guidelines on Internal Audit of Enterprises Carrying on Advertising and Publicity Business
4. Guidelines on Internal Audit - Tyre Industry
5. Guidelines on Internal Audit - Tours and Travel Services
6. Study on Accounting in Power Sector
7. Study on Audit and Certification in Situations of Missing Records
8. Detection of Frauds - Some Case Studies
9. Management Control Systems in Non-Profit Organisations with special reference to Hospitals
The CD has been prepared in a user-friendly module with convenient search-functions for easy referencing.
The CD is priced at Rs. 150 and can be obtained from the Institute's sale-counters at New Delhi and at its Regional
Offices at Mumbai, Kolkata, Chennai and Kanpur.
Persons who desire to obtain the above CD by post may send demand draft in favour of the Secretary, The
Institute of Chartered Accountants of India, for the cost of the CD plus the postal charges (Rs. 19, if required by
unregistered parcel; Rs. 36 if required by registered parcel).
The orders may be sent to Postal Sales Section, The Institute of Chartered Accountants of India, Indraprastha
Marg, New Delhi - 110 002.
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