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Nation’s Leap towards Convergence with 
IFRS persists

Contributed by Accounting Standards Board of ICAI. 
Comments can be sent to asb@icai.in. Refer https://www.icai.
org/post.html?post_id=14058 for Ind AS –IFRS Standards 
Convergence Status

First year of implementation of Ind AS 116, 
Leases

Ind AS 116 was notified by the MCA on March 30, 
2019 vide Companies (Indian Accounting Standards) 
Amendments Rules, 2019, replacing Ind AS 17, 
Leases. The Standard was made applicable w.e.f. April 
1, 2019. Financial year 2019-20 will be the first year of 
implementation of Ind AS 116. Accordingly, financial 
year ending 31st March 2020 will be the first full year 
that will capture the changes brought in by the new 
leases Standard. Ind AS 116 will primarily change the 
accounting by lessees resulting in the recognition of 
almost all leases on balance sheet. In the books of 
lessee, there is no more distinction of lease obligations 
of leases as finance lease obligations and operating lease 
obligations and requires recognition of an asset (the 
right-of-use the leased item) and a financial liability to pay 
rentals for virtually all lease contracts subject to certain 
exemptions. Net Profit/Loss is not expected to change 
significantly for many companies but expense Line 
items, EBIDTA and Operating Profit/Loss will change 
due to reclassification of expenses from operating lease 
expense to interest and depreciation. The accounting 
by lessors will be substantially carried forward as in Ind 
AS 17, except for enhancement in certain disclosures 
and removal of earlier carve-out allowing recognition 
of lease income on a basis other than straight line basis 
where the payments to the lessor are structured to 
increase in line with expected general inflation. 

Pursuant to issuance of new leases 
Standard, following amendments in 
Schedule III are proposed to align the same 
with Ind AS 116

(a)  In the format of Balance Sheet, a separate line item 
to be added as ‘Lease Liabilities’ under the sub-head 
Financial Liabilities (under both current and non-
current liabilities)

(b) Line items ‘Long term maturities of finance lease 
obligations’ under non-current liabilities and 
‘Current maturities of finance lease obligations’ 

under current liabilities to be deleted.

proposed to be effective from April 1, 2020

1. Amendment in Ind AS 103, Business Combinations 
The amendments clarify the definition of a business, 
with the objective of assisting entities to determine 
whether a transaction should be accounted for as a 
business combination or as an asset acquisition. The 
amendments clarify that to be considered a business, 
an acquired set of activities and assets must include, 
at a minimum, an input and a substantive process that 
together significantly contribute to the ability to create 
outputs. The amendment also removes the assessment 
of whether market participants are capable of replacing 
any missing inputs or processes and continuing 
to produce outputs and brings out an optional 
concentration test that permits a simplified assessment 
of whether an acquired set of activities and assets is  
not a business.

2. Amendment in Ind AS 1, Presentation of Financial 
Statements and Ind AS 8, Accounting Policies, 
Changes in Accounting Estimates and Errors 

Definition of ‘material’ is proposed to be clarified vide 
these amendments.

3. Interest Rate Benchmark Reform — Amendments 
to Ind AS 109, Financial Instruments, and Ind AS 
107, Financial Instruments, Disclosures

Proposed amendments are designed to support the 
provision of useful financial information by companies 
during the period of uncertainty arising from the phasing 
out of interest-rate benchmarks such as interbank 
offered rates (IBORs). Specifically, the amendments:

•  Modify specific hedge accounting requirements so 
that entities would apply those requirements if the 
interest rate benchmark on which the hedged cash 
flows and cash flows from the hedging instrument 
are based will not be altered because of interest rate 
benchmark reform.

•  Apply to all hedging relationships that are directly 
affected by the interest rate benchmark reform.

•  Require specific disclosures about the extent 
to which the entities’ hedging relationships are 

affected by the amendments.

ICAI, in its endeavour to remain converged with the globally acceptable International Financial 
Reporting Standards (IFRS) issued by the International Accounting Standards Board (IASB) 
at all times, continuously monitors the financial reporting developments globally and plays 
a critical role in the Nation’s Standard-setting Framework by formulating, amending and 
implementing Ind ASs in line with IFRS Standards issued by IFRS Foundation. In this context, 
read on the following updates.

Ind AS Alert
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Conceptual Framework for Financial 
Reporting under Indian Accounting 
Standards (Ind AS Conceptual Framework) 
– Exposure Draft for Public Comments 

As informed vide ICAI’s January 2020 issue of 
the Journal, the IASB in March 2018 issued the 
revised Conceptual Framework for Financial Reporting 
(IASB’s Conceptual Framework) replacing the 
previous version of the Conceptual Framework issued 
in 2010 which was based on the Framework issued 
by IASB’s predecessor body IASC in year 1989. The 
revised Conceptual Framework came into effect for 
IASB and IFRS Interpretation Committee immediately 
upon its issuance and for preparers and others it is 
applicable from January 2020 ,1, with earlier application 
permitted for preparers.

Corresponding to aforesaid IASB’s Conceptual 
Framework issued in March 2018, the Accounting 
Standards Board (ASB) of ICAI has prepared the draft 
of Conceptual Framework for Financial Reporting under 
Ind AS (Conceptual Framework) and the same has been 
issued as an Exposure Draft seeking public comments. 
The draft Conceptual Framework describes the objective 
of and concepts for general purpose financial reporting. 
It is a comprehensive set of concepts for formulating 
financial reporting standards and financial reporting. It is 
structured into eight chapters and includes an appendix 
of defined terms. The draft Conceptual Framework 
incorporates specific chapters on measurements, 
presentation and disclosures and derecognition. Another 
important change brought out is in the area of certain 
critical definitions,i.e., Asset and Liability and their 
recognition criteria. Additional clarifications have been 
provided in some areas such as Prudence, Substance 
over Form, Stewardship and Measurement uncertainty. 
As a consequence to the issuance of draft Conceptual 
Framework, certain amendments are proposed Ind AS 
to refer to the Conceptual Framework in place of earlier 
ICAI’s Framework.

The Exposure Draft of Conceptual Framework 
for Financial Reporting under Ind AS along with 
consequential amendments to references to Conceptual 
Framework in Ind AS has been issued for public comments 
by 29th February, 2020. The same can be accessed at 
https://resource.cdn.icai.org/57880icaiasb010120.pdf

Developments at IFRS Foundation and IASB

IFRS for Small and Medium-sized Entities 
(SMEs) Standard

The IASB is developing a Request for Information 
focused on obtaining views on whether and, if so, 
how to update the IFRS for SMEs Standard for IFRS 
Standards and amendments not currently incorporated 
into the IFRS for SMEs Standard. The IASB at its 
December 2019 meeting reviewed the steps undertaken 
in developing the draft Request for Information, 
publication of which would complete the first phase 
of the 2019 Comprehensive Review of the IFRS for 
SMEs Standard.

Help shape IFRS Standards in 2020

To develop high-quality accounting standards, the IASB 
seeks views from people interested in and affected by 
financial reporting. This engagement helps the IASB 
to generate ideas and evaluate suggested solutions to 
accounting problems so that IFRS Standards reflect the 
needs of the companies that use them when preparing 
their financial statements and of investors that use those 
financial statements when making investment decisions. 
Stakeholders will also be invited to provide comments 
on more narrow-scoped proposed amendments, 
proposed updates to the IFRS Taxonomy and the IFRS 
Interpretations Committee’s tentative agenda decisions.

The first major consultation document, already out for 
comment, proposes improving the way information 
is communicated in the financial statements, with a 
focus on financial performance. Exposure Draft General 
Presentation and Disclosures, which the IASB published 
in December 2019 as part of its Primary Financial 
Statements project, is open for comment until 30 June 
2020. 

The IASB plans to publish following important 
consultation documents in 2020:

• Discussion papers - Goodwill and Impairment 
(Q1) and Business Combinations under Common 
Control (Q2)

• Exposure drafts - IBOR Reform and its Effects 
on Financial Reporting—Phase 2 (Q2); Rate-
regulated Activities (Q2); Disclosure Initiative—
Targeted Standards-level Review of Disclosures 
(H2); Management Commentary (H2)

• Requests for information - Comprehensive 
Review of the IFRS for SMEs Standard (Q1); Post-
implementation: Review of IFRS 10, IFRS 11 and 

IFRS 12 (Q2); 2020 Agenda Consultation (H2)

IFRS Taxonomy Consultative Group (ITCG) 

Following Agenda Topics are proposed to be discussed 
at the meeting of ITCGon 16 January 2020 and the same 
can be viewed on the ITCG January 2020 meeting page. 
The meeting will be webcast live and an audio recording 
will be made available on the same page shortly after the 
meeting finishes:

• IFRS Taxonomy modelling for Exposure 
Draft General Presentation and Disclosures

• Review of common reporting practice related to the 
primary financial statements

• Review of common reporting practice related to 
IAS 19 Employee Benefits

• Review of common reporting practice related to 
IFRS 7 Financial Instruments: Disclosures

• Review of IFRS Taxonomy supporting materials

IASB Chair, Mr. Hans Hoogervorst, speech on 19 
December, 2019, at Paris, France: The Chair, IASB, 
delivered a speech at the 9th Symposium on Accounting 

Ind AS Alert
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Research hosted by the Autorité des Normes 
Comptables (ANC). He talked about the importance 
of high-quality accounting standards in supporting 
long-term investment. The speech of Mr. Hoogervorst 
can be assessed at: https://www.ifrs.org/news-and-
events/2019/12/accounting-standards-and-the-long-
term/ 

IFRS Foundation Conference in Madrid

The IFRS Foundation’s annual conference will be held at 
the Hotel Riu Plaza España, Madrid, Spain, on Monday 
29 and Tuesday 30 June 2020. More information about 
the conference including the cost and how to register 
will become available in early 2020.

Comments on Exposure Draft issued by 
IASB 

1. Exposure Draft of General Presentation and 
Disclosures (Primary Financial Statements) for 
comments: As informed vide ICAI’s January 2020 issue 
of the Journal, the IASB has issued the Exposure Draft 
of General Presentation and Disclosures (Primary 
Financial Statements). The Exposure Draft includes the 
proposals of the IASB to improve how information is 
communicated in the financial statements, with a focus 
on information about performance of the entity. The 
comments on the Exposure Draft can be submitted 
directly to IASB by June 30, 2020, and the same can 
be accessed online at: https://cdn.ifrs.org/-/media/
project/primary-financial-statements/exposure-draft/
ed-general-presentation-disclosures.pdf 

The said Exposure Draft has also been hosted on 
the ICAI website to invite comments from Indian 
stakeholders by March 20, 2020. The Exposure Draft 
can be accessed at https://www.icai.org/new_post.
html?post_id=16199

This was reported in the last issue of Journal. 

The revisions in the IFRS Standards as part of this 
project are expected to have far reaching and significant 
impact on the presentation of financial performance of 
the entity and it intends to introduce a few mandatory 
line and sub line items for uniformity and consistency. 
The ICAI is also planning to conduct outreach events 
across India to involve stakeholders, viz., preparers, 
auditors, users including regulators to express their 
views and suggestions.

Initiatives of Ind AS Implementation 
Committee 

Release of publication Educational Material on Ind 
AS 116, Leases 

The new Leases standard Ind AS 116, Leases is effective 
from April 1, 2019, for companies implementing Ind 
AS. The objective of the new Standard is to ensure that 
lessees and lessors provide relevant information in a 
manner that faithfully represents those transactions. 
Ind AS 116 introduces a single lessee accounting 

model and requires a lessee to recognise assets and 
liabilities for all leases with a term of more than 12 
months, unless the underlying asset is of low value. The 
Educational Material on Ind AS 116, Leases addresses 
all relevant aspects envisaged in the Standard by way of 
brief summary of the Standard and Frequently Asked 
Questions (FAQs) which are being/expected to be 
encountered while implementing the Standard.

ITFG invites suggestions regarding 
possible responses to various issues on 
applicability/implementation of  
Ind AS 

With a view to making the process of issuing the 
clarifications more participative and effective, it 
has been decided to invite the stakeholders to make 
suggestions as to possible responses on the various 
queries received by the Group. 

Members of the Institute as well as other stakeholders 
are invited to send their suggested responses (or any 
other comments) on the queries. These suggestions 
will be considered by the Group at its meeting. After 
due discussions, clarifications will be issued wherever 
considered appropriate. The suggested responses 
should be supported by appropriate reasoning and 
reference to specific paragraph number(s) of the 
relevant Standard(s) or other basis for the suggested 
response. The suggested responses or any other 
comments should be submitted through e-mail 
at indas@icai.in.

Queries on which the Group invites suggestions can be 
accessed on the below mentioned links: https://www.
icai.org/new_post.html?post_id=15594&c_id=240

The Ind AS Implementation Committee is conducting 
a Certificate Course on Ind AS (Indian Accounting 
Standard). The Course aims at educating the members 
about the concepts enunciated under Ind AS, 
Comparison of Ind AS with IFRS, Differences between 
Ind AS and AS, Ind AS Implementation issues and 
their clarifications, Conversion of Financial Statements 
prepared on the basis of Indian GAAP to Ind AS based 
financial statements.

Certificate Course on Ind AS/IFRS is organised across 
India and abroad. So far, around 10180 members have 
been successfully trained in the said course. Recently, 
the batch has been completed at Delhi and Mumbai. 
The ongoing batches are at Hyderabad & Goa. Batches 
of the Course have also been proposed to be held 
at Delhi, Mumbai, Pune, Ludhiana, Nagpur, Kanpur, 
Jaipur, Noida, Kolkata, Bhubaneswar, Ghaziabad. For 
further details, please follow the link: https://www.icai.
org/post.html?post_id=3562&c_id=266

Ind AS 116 will primarily change the accounting by 
lessees resulting in the recognition of almost all leases 
on balance sheet. 
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