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Consolidated Financial Statements under 
Ind AS 110: Implementation Issues

Indian Accounting Standards (Ind ASs) were issued by the Ministry of Corporate Affairs (MCA) 
in accordance with India’s roadmap for convergence with the (International Financial Reporting 
Standards) IFRSs, however, the effective date was not notified. After a lull of nearly three years, 
the convergence process gained momentum again with Union Budget speech on 10th July, 2014, of 
Union Finance Minister, to quote: There is an urgent need to converge the current Indian accounting 
standards with the International Financial Reporting Standards (IFRS). The benefits of convergence 
are well-accepted and, thus, this is a welcome step and a continuation of recent initiatives to move 
Indian reporting and governance to international norms. One of the areas where the Ind ASs will 
have a significant impact is consolidation. Recently, the Institute of Chartered Accountants of India 
(ICAI) issued a draft of the Ind AS 110, Consolidated Financial Statements, based on the IFRS 10. 
It is expected that the Ind ASs which will be notified by the Central Government will include the Ind 
AS 110. The author duo has tried to discuss the concerns with regard to the consolidated financial 
statements in this article, vis-à-vis the Ind AS 10, and its implementation. Read on…
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convergence with the International Financial 
Reporting Standards (IFRS). However, the effective 
date was not notified. After a lull of nearly three 
years, the convergence process gained momentum 
again with the Union Budget speech on 10th July, 
2014, when the Union Minister of Finance, Shri 
Arun Jaitley, said: 
 “There is an urgent need to converge the 

current Indian accounting standards with the 
International Financial Reporting Standards 
(IFRS). I propose for adoption of the new Indian 

CA. Archana Bhutani and 
CA. Akshat Kedia
(The author duo are members 
of the Institute who may be 
contacted at archana.bhutani@
yahoo.co.uk.).

Background
Indian Accounting Standards (Ind ASs) were 
issued by the Ministry of Corporate Affairs 
(MCA) in accordance with India’s roadmap for  
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Accounting Standards (Ind AS) by the Indian 
companies from the financial year 2015-16 
voluntarily and from the financial year 2016-17 
on a mandatory basis. Based on the international 
consensus, the regulators will separately notify the 
date of implementation of AS Ind for the Banks, 
Insurance companies etc…………..”
The benefits of convergence are well-accepted 

and, thus, this is a welcome step and a continuation 
of recent initiatives to move the Indian reporting  
and governance to the international norms. Though 
this is a good first step, it should be ensured that 
pitfalls are avoided that derailed the previous  
planned implementation in 2011. By moving 
forward with the implementation, India can play 
a significant role in accounting standard setting 
globally. Considering that the transition to Ind AS 
will significantly impact the financial reporting 
process, companies need to evaluate their  
structure, transactions, etc., to identify the impact of 
Ind ASs.
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One of the areas where Ind ASs will have 
significant impact is consolidation. In 2011, the 
MCA had notified the Ind AS 27, which was based 
on the corresponding international standard as 
applicable then, i.e., IAS 27. To address the concerns 
arising out of the international financial crisis, the 
International Accounting Standards Board (IASB) 
has, in May 2011, issued the IFRS 10 (which has 
replaced the earlier Standard namely IAS 27 and 
SIC 12 on Consolidation-Special Purpose Entities), 
which is effective for the annual periods beginning 
on or after 1st January, 2013, for the companies 
following the IFRS. Recently, the Institute of 
Chartered Accountants of India (ICAI) issued a draft 
Ind AS 110, Consolidated Financial Statements (“Ind 
AS 110”), based on the IFRS 10. It is expected that 
the Ind ASs which will be notified by the Central 
Government will include the Ind AS 110 and the 
scope of Ind AS 27 would be limited to the accounting 
and disclosure of investments in the subsidiaries in 
separate financial statements.

Some of the significant aspects of Ind AS 110 include:
Single 
consolidation 
model

Ind AS 27 had two different consolidation models: one for special purpose entities and another 
for all other investees. Ind AS 110 is based on a single consolidation model applicable to all 
investees.

Power Control

Exposure 
to 

variability 
in returns

Link 
between 

power and 
returns

Different ‘control’ 
indicators

Ind AS 27 had two different consolidation models: one for special purpose entities and another 
for all other investees. Ind AS 110 is based on a single consolidation model applicable to all 
investees.
De facto control: Determination of control under Ind AS 110 is now based on ‘de facto control’ 
rather than an accounting policy choice under Ind AS 27.

Power To have power, it is necessary for the investor to have existing rights that give it the current 
ability to direct the activities that significantly affect the investee’s returns, i.e., the relevant 
activities. This definition of power is based on ability. Therefore, power does not need to be 
exercised. Conversely, evidence that the investor has been directing the relevant activities is not 
in itself conclusive in determining that the investor has power over the investee.

Exposure to 
variability in 
returns

Exposure to variability in returns is a broader concept than ownership benefits or risks and 
rewards. Returns can include not only ownership benefits such as dividends and changes in 
the value of the investment, but also fees and exposures to loss from providing credit/liquidity 
support, remuneration for servicing assets or liabilities, tax benefits, economies of scale, cost 
savings, access to future liquidity and other synergies.

Linkage: Principal 
vs. agent

Ind AS 110 has explicitly introduced the concept of ‘principal vs. agent’. The ‘principal vs. agent’ 
analysis could be particularly important for industries such as funds, asset management and real 
estate.

Consolidation 
procedure

Accounting requirements for subsidiaries in consolidated financial statements are carried 
forward from Ind AS 27.
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Implementation issues
Certain significant aspects of the control model that 
require consideration while implementing Ind AS 
110 are discussed below.

Determination of control: judgemental approach
Ind AS 110 comprises a series of indicators  
of control, but no hierarchy is provided. It requires 
an analysis of all facts and circumstances and the 
application of judgement in making the control 
assessment, e.g., the Standard emphasises the 
need to understand the design and purpose of an 
investee and stresses the need to take into account 
evidence of power, which are likely to be highly 
judgemental areas. Further, the Ind AS 110 has 
different control indicators for situations in which 
voting and potential voting rights are important 

to the determination of power over an investee  
and for the situations in which other factors are 
important. In the early stages of application of the 
Ind AS 110, it is unclear whether investees for whom 
factors other than voting rights are important are 
more similar to the special purposes entities than to 
the variable interest entities, or entirely different.

The analysis under Ind AS 110 is more qualitative 
than quantitative. Therefore, the application of 
Ind AS 110 is likely to be difficult across many 
sectors and the first-time implementation efforts 
may be significant, including staff training, impact 
assessment, policy development, etc. The diagram 
below is a general presentation of the analysis  
to be performed in order to determine whether the 
rights held by the investor give it a control over the 
investee:

Identify the investee 

Identify the relevant activities of the investee 

Identify how decisions about the relevant activities are made 

Assess whether the investor has power over the relevant activities 

Consider only substantive rights 

Voting rights are 
relevant

Rights other than voting 
rights are relevant 

Majority of 
voting rights 

Less than a majority 
of voting rights 

Rights held by 
others

Agreements 
with other vote 

holders

Other
contractual
agreements 

Potential voting 
rights

Purpose and 
design

Evidence of 
practical ability to 

direct

Special
relationships

Large exposure to 
variability in 

returns

De facto power 

consider consider 

consider 

Assess 
whether there 

is a link 
between

power and 
returns

Assess whether the investor is exposed to variability in returns 
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Power
Identify the investee
Ind AS 110 introduces the concept of silos. Generally, 
control by an investor is assessed at the level of legal 
entity. However, in some cases, an investor has power 
over only specified assets and liabilities of an entity 
and treats that portion of the entity as a deemed 
separate entity, i.e. silo. This would apply only if:
(a) In substance, the assets, liabilities and equity of 

the silo are separate from the overall entity such 
that none of those assets can be used to pay other 
obligations of the entity and those assets are the 
only source of payment for specified liabilities of 
the silo; and

(b) Parties other than those with the specified 
liability, have no rights or obligations related to 
the specified assets or to residual cash flows from 
those assets.
Silos are normally expected to be present within 

the entities that are currently special-purpose 
entities, in the context of multi-seller special-
purpose entities and more generally in the financial 
services sector. Ring-fenced assets also sometimes 
arise in the real estate sector.

Identify relevant activities of an investee
Relevant activities of the investee are those activities 
of the investee that significantly affect the investee’s 
returns. The concept has been introduced in Ind 
AS 110 to determine activities which should be 
considered while assessing control. Determining the 
relevant activities will be highly judgemental area 
in some cases. It becomes even more complicated 
in situations where several investors each direct 
different relevant activities. In such situations, the 
investor that has the current ability to direct the 
activities that most significantly affect the returns of 
the investee has power over the investee.

In many investees, a range of operating and 
financing activities significantly affect returns: 
sales of goods, management of financial assets, 

acquisitions and disposals of operating assets, 
management of research and development activities, 
and determination of the funding structure. In such 
cases, the decisions affecting the returns may be 
linked to decisions such as establishing operating 
and capital decisions, e.g., budgets and appointing, 
remunerating and terminating key management 
personnel or other service providers.

Identify how decisions about relevant activities 
are made
Determining how decisions about the relevant 
activities are made is a key in the Ind AS 110 
approach and represents a gating question in the 
control analysis. This gating question seeks to 
determine whether voting rights are relevant in 
assessing whether the investor has power over the 
investee, i.e., the investee is controlled by means of 
voting instruments; or voting rights are not relevant 
in assessing whether the investor has power over the 
investee, i.e., the investee is controlled by means of 
other rights. Depending on the answer to this gating 
question, a different analysis will be performed to 
assess which investor has power over the investee.

Control based on substantive rights
For the purpose of assessing power, only substantive 
rights held by the investor and other parties are 
considered. An investor is explicitly required to 
consider both substantive rights that it holds and 
substantive rights held by others. Determining 
whether the rights are substantive requires a 
judgement taking into account of all available facts 
and circumstances. Factors to consider include:
•	 Whether	 there	 are	 barriers	 that	 prevent	 the	

holder from exercising the rights, e.g., financial 
penalties or incentives;

•	 Whether	 several	 parties	 need	 to	 agree	 for	 the	
rights to become exercisable or operational; and

•	 Whether	 the	 party	 that	 holds	 the	 rights	would	
benefit from their exercise.

Potential voting rights
When	 assessing	 control,	 potential	 rights	 are	
considered only if they are substantive, as is the 
case for all voting rights (whereas under Ind  
AS 27, currently exercisable potential voting 
rights was taken into account). The intent of the 
management is not considered.

The purpose and design of potential voting rights 
also are considered in the analysis, as well as the 

To address the concerns arising out of the 
international financial crisis, the International 

Accounting Standards Board (IASB) has, in May 2011, 
issued the IFRS 10 (which has replaced the earlier 

Standard namely IAS 27 and SIC 12 on Consolidation- 
Special Purpose Entities), which is effective for the 

annual periods beginning on or after 1st January, 
2013, for the companies following the IFRS.
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purpose and design of any other involvement that 
the investor has with the investee.

This is likely to change the control conclusion in 
some cases as compared to the Ind AS 27: currently, 
the exercisable potential voting rights may not be 
considered substantive, e.g., if the exercise price 
is deeply out of the money; and potential voting 
rights not currently exercisable might be considered 
substantive if the rights are exercisable when the 
decisions about the direction of the activities that 
significantly affect the returns need to be made. 
Thus, whether potential voting rights are currently 
exercisable is still relevant in the Ind AS 110, it is not 
a determinative factor on its own as it was under the 
Ind AS 27. In fact, the current exercisability is not 
even a necessary condition under the Ind AS 110. In 
the Ind AS 27, the test was of currently exercisable. 
This test was more black and white, but the Ind AS 
110 would require more judgement to determine 
whether rights are substantive or not, e.g., it may not 
be easy to determine what a barrier to exercise is, 
and at what level do you assess that to be a barrier? 
In case the company has majority shareholding but 
the other shareholders have potential voting rights, 
how would the information be gathered to assess 
whether there are significant barriers for the other 
shareholders to exercise the potential voting rights to 
determine whether or not the company has control?

Example: A Ltd. and B Ltd. hold 40% and 60% 
respectively in the C Ltd. A Ltd. has an option to 
purchase further 20% voting rights in C Ltd. from 
B Ltd. The option is ‘in the money’ and is currently 
exercisable. However, if A Ltd. exercises the option, 
it must sell its stake in D Ltd. (which is unrelated to 
B Ltd.) due to certain anti-competition laws. D Ltd. 
provides three times more return on investment 
compared to C Ltd. In this case, even though the 
option available to A Ltd. is currently exercisable, 
there is lack of substantive potential voting rights 
due to higher returns from D Ltd. Thus, A Ltd. 
would not consolidate C Ltd., i.e., C Ltd. would be 
consolidated by B Ltd.

De facto control
Unlike the Ind AS 27, which permitted a company  
to elect to assess control using power to govern  
model or de facto control model; de facto 
circumstances are explicitly taken into account  
when assessing power under the Ind AS 110. 
Ind AS 110 could result in more entities to be  
consolidated by a less-than-majority shareholder 
if international experience [where many entities 
currently assess the ability to control based on  
a legal or contractual analysis under the 
IAS 27 (corresponding to the Ind AS 27)] is 
considered. Compared to the ‘de facto control’ 
model under the Ind AS 27, the application of 
implementation guidance in Ind AS 110 could 
lead to a different conclusion. The concept of  
de facto control under the Ind AS 27 did not 
necessarily take into account the active or passive 
nature of other shareholders, but rather considers 
how many other shareholders are expected to vote 
in the same way as the investor.

Determining whether an investor de facto 
controls an investee will be highly judgemental: 
this includes determining the point at which an 
investor’s shareholding in an investee is sufficient 
and the point at which other shareholdings’ interests 
are sufficiently dispersed. Accordingly, in practice, 
when the investor holds less than a majority of 
voting rights, determining the date on which the 
investor obtains de facto control of the investee 
may be a challenging issue. At the date on which 
an investor initially acquires less than a majority 
of voting rights in an investee, the investor may 
assess that it does not have de facto control over the 
investee if it does not know how other shareholders 
are likely to behave. As time passes, the investor 
obtains more information about other shareholders, 
gains experience from shareholders’ meetings 
and may ultimately assess that it has de facto 
control over the investee. Determining the point at 
which this happens is likely to require significant  
judgement.

Factors that are important in assessing de facto 
power are:
Primary 
factors

•	 Size	 of	 the	 investor’s	 holding	 of	
voting	 rights	 relative	 to	 size	 and	
dispersion of holdings of other 
vote holders

•	 Potential	voting	rights
•	 Other	contractual	arrangements

Relevant activities of the investee are those 
activities of the investee that significantly affect the 
investee’s returns. The concept has been introduced 
in Ind AS 110 to determine activities which should be 
considered while assessing control. Determining the 
relevant activities will be highly judgemental area in 

some cases.
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Secondary 
factors

•	 Voting	patterns	at	previous	
shareholders meetings: This refers 
to passiveness of other voters; the 
historical voting pattern is not 
relevant

•	 Additional	factors	such	as	
evidence of power, special 
relationships and the level of the 
investor’s exposure to variability 
in returns

Example: A Ltd. holds 35% of voting rights of B 
Ltd. and three other investors each hold 8% of the 
voting rights in B Ltd. The remaining 41% is widely 
dispersed, with no other shareholder holding more 
than 1%. There are no other arrangements that 
affect decision making. In this case, considering the 
absolute	size	of	A	Ltd.’s	holding	and	the	relative	size	
of the other shareholdings alone is not conclusive 
to determine whether A Ltd. has sufficient rights to 
give it power. So far, A Ltd. has been directing the 
relevant activities of B Ltd. as a sufficient number of 
other shareholders voted in the same way as A Ltd. 
However, the phrase ‘voting patterns in previous 
shareholders’ meetings’ under Ind AS 110 requires 
consideration of the number of shareholders that 
typically come to the meetings to vote, i.e., the usual 
quorum in shareholders’ meetings, and not how the 
other shareholders vote, i.e., whether they usually 
vote the same way as the investor. Decisions about 
relevant activities of B Ltd. require the approval of 
a majority of votes cast at relevant shareholders’ 
meetings. At recent shareholders’ meetings, 75% of 
the voting rights have been cast, i.e., A Ltd. holds 
47% (35/75) of the ‘active’ voting rights in S. The 
active participation of the other shareholders at 
recent relevant shareholders’ meetings indicates that 
A Ltd. does not have the practical ability to direct the 
relevant activities unilaterally. Thus, A Ltd. does not 
have any de facto control over B Ltd.

Also, if the date on which de facto control 
is obtained is later than the date on which the 

investment in the investee is acquired originally, 
then the investor may need to do acquisition-like 
accounting twice if the investee meets the definition 
of business:
•	 First,	when	the	 initial	 investment	 is	acquired,	 if	

the investor has significant influence over the 
investee and needs to allocate the cost to the 
underlying net assets of the investee to apply the 
equity method; and

•	 Again,	when	de facto control is obtained, to apply 
the requirements of the Ind AS 103 on Business 
Combinations for step acquisitions. This could 
also result in a gain being recognised in profit or 
loss at that date.

Rights other than voting rights
When	voting	rights	are	not	relevant	to	the	analysis,	
investors considers the purpose and design of the 
investee and the following factors:
•	 Evidence	of	practical	ability	to	direct	the	relevant	

activities;
•	 Indications	 of	 special	 relationships	 with	 the	

investee; and
•	 Whether	 the	 investor	 has	 a	 large	 exposure	 to	

variability in returns.
Example: An investee is designed so that its only 

activity is to purchase receivables and service them 
on a day-to-day basis. The only activity that can 
significantly affect the returns is managing those 
receivables when default occurs. An investor may 
have the current ability to direct this activity because 
it is agreed in a separate agreement that it will 
purchase the receivables if and when they default. In 
this situation, the terms of the agreement are integral 
to the overall arrangement and the establishment 
of the investee. Therefore, the agreement would be 
considered together with the founding documents of 
the investee when assessing power. In this case, the 
investor would have power over the investee.

Example: X Ltd. has decided to start operating 
partly through a franchise network. To help start 
operations, Y Ltd. (a structured entity) is nominally 
capitalised (Y Ltd. has no real equity). 80% of 
the equity of Y Ltd. belongs to Z Ltd. (a banking 
company) and remaining 20% is held by X Ltd. Debt 
requirement of Y Ltd. is financed by Z Ltd. Y Ltd. 
provides loans to franchisees based on their business 
needs as determined by X Ltd. Z Ltd. services the 
loans on a day-to-day basis. In this case, based on 
the rights discussed above, it can be concluded that 
even though Z Ltd. holds 80% of the equity of Y 

Ind AS 110 could result in more entities to be 
consolidated by a less-than-majority shareholder 
if international experience [where many entities 
currently assess the ability to control based on 
a legal or contractual analysis under the IAS 27 
(corresponding to the Ind AS 27)] is considered.
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Ltd., control of Y Ltd. vests with X Ltd. Thus, X Ltd. 
(instead of Z Ltd.) should consolidate Y Ltd.

Exposure to variability in returns
In assessing whether an investor controls an investee, 
the investor considers whether it is exposed, or has 
rights, to variability in returns from its involvement 
with the investee, e.g., holding a bond with fixed 
interest payments is a source of variable returns 
because the interest payments are subject to default 
risk and expose the investor to the credit risk of the 
bond’s issuer. The variability of the returns depends 
on the credit risk.

It appears that an investor will more easily meet 
the Ind AS 110 criterion of being exposed or having 
rights to variable returns from an investee than the 
Ind AS 27 criterion of obtaining the majority of the 
benefits of the activities of the investee.

Link between power and returns
Ind AS 110 introduces the concept of delegated 
power. The decision-maker needs to assess whether 
it is acting as a principal or as an agent on behalf of 
other investors when directing the activities of an 
investee. If the investor has the power to direct the 
activities of an entity that it manages to generate 
returns for itself, then it is a principal. If it is engaged 
to act on behalf and for the benefit of another 
investor, then it is acting as an agent and does not 
control the investee when exercising its decision 
making authority.

The following diagram illustrates the steps that 
are followed by a decision-maker while analysing 
whether it is acting as a principal or an agent:

Aggregate economic interest 

Is there a single party who can remove decision-maker without cause? 

Is the remuneration ‘at market’? 

Scope of decision-
making authority

Rights held by other 
parties (kick-out rights) Other interests

Remuneration

No

Yes

Principal Agent

No

Yes 

Thus, unless a single party holds substantive 
rights to remove the decision-maker without cause 
or remuneration is not at market, the relationship 
with other parties and other factors stated in the 

diagram above are considered. Different weightings 
are applied to each of the factors depending on 
particular facts and circumstances.
•	 When	a	single	party	holds	substantive	rights	to	

remove the decision-maker without cause, this is 
sufficient to conclude that the decision-maker is 
an agent. However, if more than one party needs 
to act together to remove the decision-maker, 
then this fact alone is not sufficient to conclude 
that the decision-maker is a principal or that 
the removal rights are not substantive. Such 
rights are considered in the overall evaluation 
of whether the decision-maker is acting as a 
principal.

•	 For	 the	 decision-maker	 to	 be	 an	 agent,	 its	
remuneration needs to:
 be commensurate with the services 

provided; and
 include only terms, conditions or amounts 

customarily present in arrangements for 
similar services and level of skill negotiated 
on an Arms’ Length basis.

If the remuneration does not meet both of these 
criteria, then the decision-maker is not an agent. 
If the remuneration meets these two criteria, then 
the decision-maker can be, but is not necessarily, 
an agent as the other factors also would need to be 
considered.
•	 If	 the	 decision-maker	 holds	 other	 interests	 in	

an investee (e.g., investments in the investee 
or guarantees provided in respect of the 
performance of the investee), this may indicate 
that it is a principal.

•	 The	 greater	 the	 magnitude	 of	 and	 variability	
associated with its economic interests, the more 
likely the decision-maker is a principal.

Application to fund managers
The above requirements would specifically impact 
fund managers. It appears that the analysis for fund 

In assessing whether an investor controls an 
investee, the investor considers whether it is 

exposed, or has rights, to variability in returns from 
its involvement with the investee, e.g., holding a bond 

with fixed interest payments is a source of variable 
returns because the interest payments are subject to 
default risk and expose the investor to the credit risk 

of the bond’s issuer.
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managers will come down to a combined assessment of just two key indicators: kick-out rights and aggregate 
economic interests.

Similarly, the principal vs. agent analysis could  
be particularly important for industries such as 
funds, asset management, real estate and e-retail 
business.

Assessment on continuous basis
The assessment of control is performed on a 
continuous basis and an investor reassesses whether 
it controls an investee if facts and circumstances 
indicate that there are changes to one or more of  
the elements of the control model.

Measure 
aggregate 
economic 
interest

The fund manager needs to identify a key measure of aggregate economic interest. It appears 
that this measure is the variability of expected returns, measured at performance levels at which 
a performance fee kicks in.

Assess strength 
of kick-out rights

It appears that the strength of kick-out rights may be assessed by categorising without-cause 
kick-out rights into several classes of strength. The number of investors that need to act together 
would	be	the	main	factor	in	determining	those	categories.	While	the	numbers	of	investors	is	
most important, barriers to exercising the rights also need to be considered when determining 
the strength of a kick-out right.

Assess key 
indicators in 
combination

There is a trade-off between kick-out rights and aggregate economic interest.  So, the stronger 
the kick-out rights are, the more aggregate economic interest can be accepted, i.e., higher 
chances of decision maker being a principal. Conversely, the weaker the kick-out rights are, the 
less aggregate economic interest can be accepted, i.e., lower chances of decision maker being 
an agent. It may be appropriate to use a matrix, grouping together categories of kick-out right 
strength. For each category, the fund manager could identify a level of aggregate economic 
interest for which the entity is clearly an agent and another for which it is clearly a principal. 
A	marginal	zone	would	then	appear	between	these	points.	This	can	be	depicted	using	the	
following:

Agent

Marginal zone

Aggregate economic interestLow

Lo
w

High

H
ig

h

K
ic

k-
ou

t 
rig

ht
s

Principal

Significant 
judgement still 
required at the 
margins

Exposure to variability in returns is a broader concept than ownership benefits or risks and 
rewards. Returns can include not only ownership benefits such as dividends and changes in 
the value of the investment, but also fees and exposures to loss from providing credit/ liquidity 
support, remuneration for servicing assets or liabilities, tax benefits, economies of scale, cost 
savings, access to future liquidity and other synergies.

Protective rights are excluded in assessing whether 
an investor has power over an investee. However, 

the protective rights may become exercisable 
when certain events or conditions arise, e.g. when 
a lender breaches a loan covenant. In such case a 

reassessment of control may be required, because 
there has been a change in the factors that are 

considered in assessing whether an investor has 
power over the relevant activities of the investee. 
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Troubled debt
Protective rights are excluded in assessing whether 
an investor has power over an investee. However, 
the protective rights may become exercisable 
when certain events or conditions arise, e.g., when 
a lender breaches a loan covenant. In such case a  
reassessment of control may be required, because 
there has been a change in the factors that are 
considered in assessing whether an investor has 
power over the relevant activities of the investee. 
The key issue in reassessing control in troubled 
debt scenarios is whether the previously protective 
rights are now substantive and could, therefore,  
potentially lead to power. It appears that this would 
require focus on a combination of the following:
•	 How	significant	are	a	lender’s	rights	in	relation	to	

the relevant activities of an investee?
•	 What	 is	 the	 effect	 of	 a	 borrower’s	 economic	

circumstances on an investee’s relevant activities? 

These factors would need to be considered 
together in reaching a determination, making a 
judgement based on the facts and circumstances of 
the specific case. As the lender’s rights become more 
significant and the effect of the borrower’s economic 
circumstances on the investee's relevant activities 
becomes more significant, the likelihood increases 
that the lender now has power over the relevant 
activities of the investee. 

The above may have implications for the lending 
companies.

Detailed disclosures
Disclosures under the Ind AS 110 are much  
broader than the disclosures required under the  
Ind AS 27. Thus, there is a need to consider the 
increased disclosures and to assess whether  
the systems are designed to provide such  
information. 
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the address to ensure regular and timely delivery of journals to you as the mailing list is drawn from ICAI’s 
centralised database updated till 15th of every month. Subscribers are requested to mail their changed 
address to eb@icai.in. 

Members can also update their address online in the ‘Members’ section placed on the top bar of ICAI 
website. The required link in the ‘Members’ section is titled ‘Members: Update Your Residential and 
Professional Addresses’ (http://www.icai.org/addupdate/). Fill the Membership No and Date of Birth to 
open the Form. Fill the Form to update your changed address.

After updating the address online, the member is also required to download the updated Form and 
submit the same at their respective regions with their signature. Please note that once updated in the 
respective regional head offices’ records, the new address gets automatically updated in the centralised data 
base of the Institute, from where the journal mailing list is prepared.

While	updating	the	address	members	can	opt	for	their	‘Residential	Address’	to	receive	the	copy	of	the	
journal by clicking the option “Do you want to get your journal on Residential Address” at the bottom of 
the Form. Thereafter you will get your copy of the Journal at your residential address.

Any queries or complaints in this regard can also be sent by email at journal@icai.in (for members) and 
eb@icai.in (for students and Subscribers) or contact at 0120-3045921.


