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44AD / 44AB44AD / 44AB44AD / 44AB44AD / 44AB

A’s turnover is Rs. 
1.75 Crores and 
is opting for S. 

44AD

Is Tax Audit u/s 
44AB 

mandatory?
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APPLICABILITY OF 44AD(44ADA) /44ABAPPLICABILITY OF 44AD(44ADA) /44ABAPPLICABILITY OF 44AD(44ADA) /44ABAPPLICABILITY OF 44AD(44ADA) /44AB ---- AY 2017AY 2017AY 2017AY 2017----18181818

• AD AD AD AD ---- NoNoNoNo

• AB AB AB AB ---- YesYesYesYes

Mfg. Mfg. Mfg. Mfg. ---- Turnover Turnover Turnover Turnover –––– 120L; NP 120L; NP 120L; NP 120L; NP –––– 10 L;  8010 L;  8010 L;  8010 L;  80----IA IA IA IA –––– 7 L;   7 L;   7 L;   7 L;   
TITITITI----2.40L2.40L2.40L2.40L

• AD AD AD AD –––– NoNoNoNo

• ADA ADA ADA ADA ---- NoNoNoNo

• AB AB AB AB ---- YesYesYesYes

TradingTradingTradingTrading---- Turnover Turnover Turnover Turnover –––– 90L; NP 90L; NP 90L; NP 90L; NP ----3L; Architect 3L; Architect 3L; Architect 3L; Architect ––––
Fee Fee Fee Fee –––– 55 L; NP55 L; NP55 L; NP55 L; NP---- 15 L; TI15 L; TI15 L; TI15 L; TI----7L7L7L7L

• AD AD AD AD –––– NoNoNoNo

• ADA ADA ADA ADA ---- YesYesYesYes

• AB AB AB AB ---- YesYesYesYes

Doctor Doctor Doctor Doctor –––– Trading Turnover Trading Turnover Trading Turnover Trading Turnover –––– 120L 120L 120L 120L ---- NP NP NP NP –––– 8 L; 8 L; 8 L; 8 L; 
Fee Fee Fee Fee –––– 27 L 27 L 27 L 27 L –––– NP 15 L; TINP 15 L; TINP 15 L; TINP 15 L; TI---- 20 L20 L20 L20 L

• AD AD AD AD ---- NoNoNoNo

• AB AB AB AB ---- YesYesYesYes

Trading; Turnover Trading; Turnover Trading; Turnover Trading; Turnover ----120L; Commission 120L; Commission 120L; Commission 120L; Commission ---- 2L; NP2L; NP2L; NP2L; NP----
5L; TI 4L 5L; TI 4L 5L; TI 4L 5L; TI 4L 
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PRESUMPTIVE TAXATION PRESUMPTIVE TAXATION PRESUMPTIVE TAXATION PRESUMPTIVE TAXATION ---- CHANGESCHANGESCHANGESCHANGES

• Limit u/s 44AD increased from 1 Cr to 2 CrLimit u/s 44AD increased from 1 Cr to 2 CrLimit u/s 44AD increased from 1 Cr to 2 CrLimit u/s 44AD increased from 1 Cr to 2 Cr

• S. 44ADA introduced for Professionals S. 44ADA introduced for Professionals S. 44ADA introduced for Professionals S. 44ADA introduced for Professionals –––– Limit Limit Limit Limit 

50 Lacs 50 Lacs 50 Lacs 50 Lacs –––– Deemed Income Deemed Income Deemed Income Deemed Income ----50%50%50%50%

• For firms For firms For firms For firms ---- partners salary & interest not partners salary & interest not partners salary & interest not partners salary & interest not 

allowable for business as well as professionalallowable for business as well as professionalallowable for business as well as professionalallowable for business as well as professional

• If benefit u/s 44AD not claimed in 1 year then If benefit u/s 44AD not claimed in 1 year then If benefit u/s 44AD not claimed in 1 year then If benefit u/s 44AD not claimed in 1 year then 

cannot claim in next 5 years. In such case to cannot claim in next 5 years. In such case to cannot claim in next 5 years. In such case to cannot claim in next 5 years. In such case to 

maintain books if income > maximum amount maintain books if income > maximum amount maintain books if income > maximum amount maintain books if income > maximum amount 

not chargeable to tax and audit u/s 44ABnot chargeable to tax and audit u/s 44ABnot chargeable to tax and audit u/s 44ABnot chargeable to tax and audit u/s 44AB

• No similar clause for professionals u/s 44ADANo similar clause for professionals u/s 44ADANo similar clause for professionals u/s 44ADANo similar clause for professionals u/s 44ADA

• Advance Tax for 44AD /44ADAAdvance Tax for 44AD /44ADAAdvance Tax for 44AD /44ADAAdvance Tax for 44AD /44ADA–––– 15151515thththth MarchMarchMarchMarch

CA. Pramod Jain



APPLICABILITYAPPLICABILITYAPPLICABILITYAPPLICABILITY----44AD /44AB FOR AY 201744AD /44AB FOR AY 201744AD /44AB FOR AY 201744AD /44AB FOR AY 2017----18181818

•Y/N

AY 2017AY 2017AY 2017AY 2017----18 18 18 18 –––– T T T T –––– RsRsRsRs. 120 Lacs . P . 120 Lacs . P . 120 Lacs . P . 120 Lacs . P 
–––– 10 L, TI 10 L, TI 10 L, TI 10 L, TI –––– 9 L 9 L 9 L 9 L 

•N/Y

AY 2018AY 2018AY 2018AY 2018----19 19 19 19 –––– T T T T –––– RsRsRsRs. 120 Lacs . P . 120 Lacs . P . 120 Lacs . P . 120 Lacs . P 
–––– 8 L, TI 8 L, TI 8 L, TI 8 L, TI –––– 6 L 6 L 6 L 6 L 

•N/Y

AY 2019AY 2019AY 2019AY 2019----20 20 20 20 –––– T T T T –––– RsRsRsRs. 70 Lacs . P . 70 Lacs . P . 70 Lacs . P . 70 Lacs . P ––––
10 L, TI 10 L, TI 10 L, TI 10 L, TI –––– 9 L9 L9 L9 L

•N/N

AY 2020AY 2020AY 2020AY 2020----21 21 21 21 –––– T T T T –––– RsRsRsRs. 60 Lacs . P . 60 Lacs . P . 60 Lacs . P . 60 Lacs . P ––––
10 L, TI 10 L, TI 10 L, TI 10 L, TI –––– 2 L  2 L  2 L  2 L  

CA. Pramod Jain



Lunawat & Co.

SECTION 44AD ESSENTIALSSECTION 44AD ESSENTIALSSECTION 44AD ESSENTIALSSECTION 44AD ESSENTIALS
• Should be eligible Should be eligible Should be eligible Should be eligible assesseeassesseeassesseeassessee

• Ind., HUF, Firm (except LLP); andInd., HUF, Firm (except LLP); andInd., HUF, Firm (except LLP); andInd., HUF, Firm (except LLP); and

• No s. 10A, 10AA, 10B, 10BA & No s. 10A, 10AA, 10B, 10BA & No s. 10A, 10AA, 10B, 10BA & No s. 10A, 10AA, 10B, 10BA & ChpChpChpChp VIA Part CVIA Part CVIA Part CVIA Part C

• Should be doing eligible businessShould be doing eligible businessShould be doing eligible businessShould be doing eligible business

• Any except 44AE; andAny except 44AE; andAny except 44AE; andAny except 44AE; and

• Turnover < 2 Turnover < 2 Turnover < 2 Turnover < 2 CrsCrsCrsCrs

• Section not applicable to a person carrying:Section not applicable to a person carrying:Section not applicable to a person carrying:Section not applicable to a person carrying:

• ProfessionProfessionProfessionProfession

• Commission or brokerageCommission or brokerageCommission or brokerageCommission or brokerage

• Agency businessAgency businessAgency businessAgency business

• Deemed profit 8% or moreDeemed profit 8% or moreDeemed profit 8% or moreDeemed profit 8% or more

• Commensurate with bank account !!!Commensurate with bank account !!!Commensurate with bank account !!!Commensurate with bank account !!!



Lunawat & Co.

SECTION 44ADA ESSENTIALSSECTION 44ADA ESSENTIALSSECTION 44ADA ESSENTIALSSECTION 44ADA ESSENTIALS

• Should be engaged in profession Should be engaged in profession Should be engaged in profession Should be engaged in profession 

–––– section 44AA read with rule 6Fsection 44AA read with rule 6Fsection 44AA read with rule 6Fsection 44AA read with rule 6F

• Gross receipt < 50 LakhsGross receipt < 50 LakhsGross receipt < 50 LakhsGross receipt < 50 Lakhs

• Deemed profit 50% or moreDeemed profit 50% or moreDeemed profit 50% or moreDeemed profit 50% or more

• Commensurate with bank Commensurate with bank Commensurate with bank Commensurate with bank 

account !!!account !!!account !!!account !!!





WHO TO FOLLOW WHO TO FOLLOW WHO TO FOLLOW WHO TO FOLLOW ICDSICDSICDSICDS

AssesseeAssesseeAssesseeAssessee
having having having having 
PGBP & PGBP & PGBP & PGBP & 
Other Other Other Other 
Source Source Source Source 
income income income income 
having having having having 

Method of Method of Method of Method of 
AccountingAccountingAccountingAccounting

MercantileMercantileMercantileMercantile

Individual & Individual & Individual & Individual & 
HUFHUFHUFHUF

Tax Audit Tax Audit Tax Audit Tax Audit ––––
To follow To follow To follow To follow 
ICDSICDSICDSICDS

No Tax No Tax No Tax No Tax 
Audit Audit Audit Audit –––– No No No No 

ICDSICDSICDSICDS

OthersOthersOthersOthers
To follow To follow To follow To follow 
ICDSICDSICDSICDS

CashCashCashCash No ICDSNo ICDSNo ICDSNo ICDS
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WHAT TO DO WHAT TO DO WHAT TO DO WHAT TO DO 
Get the FS Get the FS Get the FS Get the FS 
prepared prepared prepared prepared 

complying AS complying AS complying AS complying AS 
/ / / / IndIndIndInd ASASASAS

Check & List Check & List Check & List Check & List 
out  the out  the out  the out  the 
applicable applicable applicable applicable 

ICDSICDSICDSICDS

Note Differences Note Differences Note Differences Note Differences 
in accounting in accounting in accounting in accounting 
policy as per AS policy as per AS policy as per AS policy as per AS 
in books & ICDSin books & ICDSin books & ICDSin books & ICDS

If different, effect If different, effect If different, effect If different, effect 
on profit /loss to on profit /loss to on profit /loss to on profit /loss to 
be disclosed in be disclosed in be disclosed in be disclosed in 
Form 3CD & ITRForm 3CD & ITRForm 3CD & ITRForm 3CD & ITR

Is there any Is there any Is there any Is there any 
adjustment adjustment adjustment adjustment 
required in required in required in required in 

computation from computation from computation from computation from 
Profit as per Books Profit as per Books Profit as per Books Profit as per Books 

& IT?& IT?& IT?& IT?

Does any of Does any of Does any of Does any of 
those relate to those relate to those relate to those relate to 
any ICDS?any ICDS?any ICDS?any ICDS?

If yes, disclosure If yes, disclosure If yes, disclosure If yes, disclosure 
may be required may be required may be required may be required 
in 3CD & ITR tooin 3CD & ITR tooin 3CD & ITR tooin 3CD & ITR too

Verify related Verify related Verify related Verify related 
ICDS ICDS ICDS ICDS 

disclosures in disclosures in disclosures in disclosures in 
Form 3CDForm 3CDForm 3CDForm 3CD

Fill ICDS effect Fill ICDS effect Fill ICDS effect Fill ICDS effect 
details in ITRdetails in ITRdetails in ITRdetails in ITR
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ACCOUNTING POLICIESACCOUNTING POLICIESACCOUNTING POLICIESACCOUNTING POLICIES

If in books as per If in books as per If in books as per If in books as per 
AS / AS / AS / AS / IndIndIndInd ASASASAS

Effect and Effect and Effect and Effect and 
disclosure in disclosure in disclosure in disclosure in 
Form 3CD Form 3CD Form 3CD Form 3CD 

CA. Pramod Jain

If in books as If in books as If in books as If in books as 
per ICDSper ICDSper ICDSper ICDS

Qualify in Qualify in Qualify in Qualify in 
Audit ReportAudit ReportAudit ReportAudit Report

Disclosure in Disclosure in Disclosure in Disclosure in 
Form 3CD Form 3CD Form 3CD Form 3CD 



ICDSICDSICDSICDS CHECKLISTCHECKLISTCHECKLISTCHECKLIST
ICDICDICDICD

SSSS

Name of ICDSName of ICDSName of ICDSName of ICDS Whether Whether Whether Whether 

ApplicableApplicableApplicableApplicable

Amounts in Amounts in Amounts in Amounts in 

ITR & 3CDITR & 3CDITR & 3CDITR & 3CD

DisclosurDisclosurDisclosurDisclosur

es in 3CD es in 3CD es in 3CD es in 3CD 

RemaRemaRemaRema

rksrksrksrks

IIII Accounting PoliciesAccounting PoliciesAccounting PoliciesAccounting Policies YesYesYesYes

IIIIIIII Valuation of InventoriesValuation of InventoriesValuation of InventoriesValuation of Inventories

IIIIIIIIIIII Construction ContractsConstruction ContractsConstruction ContractsConstruction Contracts

IVIVIVIV Revenue RecognitionRevenue RecognitionRevenue RecognitionRevenue Recognition YesYesYesYes

VVVV Tangible Fixed AssetsTangible Fixed AssetsTangible Fixed AssetsTangible Fixed Assets

VIVIVIVI Changes in Foreign Exchange Changes in Foreign Exchange Changes in Foreign Exchange Changes in Foreign Exchange 

RatesRatesRatesRates

VIIVIIVIIVII Government GrantsGovernment GrantsGovernment GrantsGovernment Grants

VIIIVIIIVIIIVIII SecuritiesSecuritiesSecuritiesSecurities

IXIXIXIX Borrowing CostsBorrowing CostsBorrowing CostsBorrowing Costs

XXXX Provisions, Contingent Provisions, Contingent Provisions, Contingent Provisions, Contingent 

Liabilities& ContingentLiabilities& ContingentLiabilities& ContingentLiabilities& Contingent AssetsAssetsAssetsAssets
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FORM 3CD FORM 3CD FORM 3CD FORM 3CD ––––CLAUSE CLAUSE CLAUSE CLAUSE ---- 13131313

� (a) Method of accounting employed in (a) Method of accounting employed in (a) Method of accounting employed in (a) Method of accounting employed in 

previous year previous year previous year previous year –––– Mercantile / cashMercantile / cashMercantile / cashMercantile / cash

� (b) Change in method of accounting applied(b) Change in method of accounting applied(b) Change in method of accounting applied(b) Change in method of accounting applied

� (c) If, yes, effect thereof on profit / loss(c) If, yes, effect thereof on profit / loss(c) If, yes, effect thereof on profit / loss(c) If, yes, effect thereof on profit / loss

� (Old d) Deviation in method of accounting (Old d) Deviation in method of accounting (Old d) Deviation in method of accounting (Old d) Deviation in method of accounting 

from accounting standards prescribed u/s from accounting standards prescribed u/s from accounting standards prescribed u/s from accounting standards prescribed u/s 

145 and effect thereof on P/L145 and effect thereof on P/L145 and effect thereof on P/L145 and effect thereof on P/L

� ICDS reporting brought in ICDS reporting brought in ICDS reporting brought in ICDS reporting brought in w.e.fw.e.fw.e.fw.e.f. 1.4.2017. 1.4.2017. 1.4.2017. 1.4.2017
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FORM 3CD FORM 3CD FORM 3CD FORM 3CD ––––CLAUSE CLAUSE CLAUSE CLAUSE ---- 13131313
�((((d) d) d) d) –––– whether any adjustment is required to whether any adjustment is required to whether any adjustment is required to whether any adjustment is required to 

be made to the profits or loss for complying be made to the profits or loss for complying be made to the profits or loss for complying be made to the profits or loss for complying 

with the ICDS notified u/s 145(2)with the ICDS notified u/s 145(2)with the ICDS notified u/s 145(2)with the ICDS notified u/s 145(2)

� (e) (e) (e) (e) –––– Is, yes, give detailsIs, yes, give detailsIs, yes, give detailsIs, yes, give details

� (f) (f) (f) (f) –––– Disclosure as per ICDSDisclosure as per ICDSDisclosure as per ICDSDisclosure as per ICDS

�For 8 standardsFor 8 standardsFor 8 standardsFor 8 standards

�Two omitted as no disclosure required as per Two omitted as no disclosure required as per Two omitted as no disclosure required as per Two omitted as no disclosure required as per 

the standard:the standard:the standard:the standard:

�Changes in Foreign Exchange RatesChanges in Foreign Exchange RatesChanges in Foreign Exchange RatesChanges in Foreign Exchange Rates

�SecuritiesSecuritiesSecuritiesSecurities

CA. Pramod Jain



FORM 3CD FORM 3CD FORM 3CD FORM 3CD ––––CLAUSE CLAUSE CLAUSE CLAUSE –––– 13(E)13(E)13(E)13(E)
ICDICDICDICD

SSSS

Name of ICDSName of ICDSName of ICDSName of ICDS Increase Increase Increase Increase 

in Profitin Profitin Profitin Profit

Decrease Decrease Decrease Decrease 

in Profitin Profitin Profitin Profit

Net Net Net Net 

((((RsRsRsRs.).).).)

DescriptiDescriptiDescriptiDescripti

onononon

IIII Accounting PoliciesAccounting PoliciesAccounting PoliciesAccounting Policies 14 14 14 14 ChChChCh

IIIIIIII Valuation of InventoriesValuation of InventoriesValuation of InventoriesValuation of Inventories

IIIIIIIIIIII Construction ContractsConstruction ContractsConstruction ContractsConstruction Contracts

IVIVIVIV Revenue RecognitionRevenue RecognitionRevenue RecognitionRevenue Recognition

VVVV Tangible Fixed AssetsTangible Fixed AssetsTangible Fixed AssetsTangible Fixed Assets

VIVIVIVI Changes in Foreign Exchange RatesChanges in Foreign Exchange RatesChanges in Foreign Exchange RatesChanges in Foreign Exchange Rates

VIIVIIVIIVII Government GrantsGovernment GrantsGovernment GrantsGovernment Grants

VIIIVIIIVIIIVIII SecuritiesSecuritiesSecuritiesSecurities

IXIXIXIX Borrowing CostsBorrowing CostsBorrowing CostsBorrowing Costs

XXXX Provisions, Contingent Provisions, Contingent Provisions, Contingent Provisions, Contingent LiabLiabLiabLiab & Assets& Assets& Assets& Assets

TotalTotalTotalTotal
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FORM 3CD FORM 3CD FORM 3CD FORM 3CD ––––CLAUSE CLAUSE CLAUSE CLAUSE –––– 13(F)13(F)13(F)13(F)
ICDS Name of ICDS Disclosures Descrip.

I Accounting Policies 500 

Character

II Valuation of Inventories

III Construction Contracts

IV Revenue Recognition

V Tangible Fixed Assets

VII Government Grants

IX Borrowing Costs

X Provisions, Contingent Liab & 

Assets
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ITRITRITRITR
Schedule ICDS Effect of Income Computation Disclosure Standards on profit

Sl. No. ICDS Amount

(i) (ii) (iii)

I Accounting Policies

II Valuation of Inventories

III Construction Contracts

IV Revenue Recognition

V Tangible Fixed Assets

VI Changes in Foreign Exchange Rates

VII Government Grants

VIII Securities

IX Borrowing Costs

X Provisions, Contingent Liabilities and Contingent Assets

XI Total Net effect (I+II+III+IV+V+VI+VII+VIII+IX+X) 0

� Is there any impact of this disclosure on Is there any impact of this disclosure on Is there any impact of this disclosure on Is there any impact of this disclosure on 

Computation in ITR automatically?Computation in ITR automatically?Computation in ITR automatically?Computation in ITR automatically?
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VIVIVIVI
EFFECTS OF CHANGES IN FOREIGN EXCHANGE EFFECTS OF CHANGES IN FOREIGN EXCHANGE EFFECTS OF CHANGES IN FOREIGN EXCHANGE EFFECTS OF CHANGES IN FOREIGN EXCHANGE RATESRATESRATESRATES
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ICDS VI ICDS VI ICDS VI ICDS VI ––––

EFFECTS OF CHANGES IN FOREIGN EXCHANGE EFFECTS OF CHANGES IN FOREIGN EXCHANGE EFFECTS OF CHANGES IN FOREIGN EXCHANGE EFFECTS OF CHANGES IN FOREIGN EXCHANGE RATESRATESRATESRATES

CA. Pramod Jain

Foreign Currency TransactionsForeign Currency TransactionsForeign Currency TransactionsForeign Currency Transactions

Foreign OperationsForeign OperationsForeign OperationsForeign Operations

Forward Exchange ContractsForward Exchange ContractsForward Exchange ContractsForward Exchange Contracts



ICDS VI ICDS VI ICDS VI ICDS VI ––––

EFFECTS OF CHANGES IN FOREIGN EXCHANGE EFFECTS OF CHANGES IN FOREIGN EXCHANGE EFFECTS OF CHANGES IN FOREIGN EXCHANGE EFFECTS OF CHANGES IN FOREIGN EXCHANGE RATESRATESRATESRATES

� Initial RecognitionInitial RecognitionInitial RecognitionInitial Recognition

�TTTTo o o o be recorded in reporting currency by be recorded in reporting currency by be recorded in reporting currency by be recorded in reporting currency by 

applying exchange rate of the foreign currency applying exchange rate of the foreign currency applying exchange rate of the foreign currency applying exchange rate of the foreign currency 

at the date of the transactionat the date of the transactionat the date of the transactionat the date of the transaction

� Conversion on last date of previous yearConversion on last date of previous yearConversion on last date of previous yearConversion on last date of previous year

� Recognition of exchange differences has to be Recognition of exchange differences has to be Recognition of exchange differences has to be Recognition of exchange differences has to be 

subject to s. 43A or Rule subject to s. 43A or Rule subject to s. 43A or Rule subject to s. 43A or Rule 115115115115

� ICDS ICDS ICDS ICDS scope does not exclude scope does not exclude scope does not exclude scope does not exclude exchange exchange exchange exchange 

differences arising from foreign currency differences arising from foreign currency differences arising from foreign currency differences arising from foreign currency 

borrowings to the extent considered as an borrowings to the extent considered as an borrowings to the extent considered as an borrowings to the extent considered as an 

adjustment to interest costsadjustment to interest costsadjustment to interest costsadjustment to interest costs....
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MONETARY  VS. NONMONETARY  VS. NONMONETARY  VS. NONMONETARY  VS. NON---- MONETARYMONETARYMONETARYMONETARY

Monetary Monetary Monetary Monetary 
ItemsItemsItemsItems

Money held Money held Money held Money held 
& assets to & assets to & assets to & assets to 
be received be received be received be received 
or or or or liabliabliabliab. to be . to be . to be . to be 
paid in fixed paid in fixed paid in fixed paid in fixed 

or or or or 
determinable determinable determinable determinable 

amt. of amt. of amt. of amt. of 
moneymoneymoneymoney

Cash, Cash, Cash, Cash, 
Trade Trade Trade Trade 

receivabreceivabreceivabreceivab
les, les, les, les, 
Trade Trade Trade Trade 
payablepayablepayablepayable

ssss

NonNonNonNon----
Monetary Monetary Monetary Monetary 
ItemsItemsItemsItems

Assets & Assets & Assets & Assets & 
Liabilities Liabilities Liabilities Liabilities 
other than other than other than other than 
monetary monetary monetary monetary 
itemsitemsitemsitems

Fixed Fixed Fixed Fixed 
Assets, Assets, Assets, Assets, 
InventorInventorInventorInventor
ies, ies, ies, ies, 

InvestmInvestmInvestmInvestm
entsentsentsents

CA. Pramod Jain



ICDS VI ICDS VI ICDS VI ICDS VI –––– CONVERSION AT LAST DATE OF CONVERSION AT LAST DATE OF CONVERSION AT LAST DATE OF CONVERSION AT LAST DATE OF PYPYPYPY

�Monetary itemsMonetary itemsMonetary itemsMonetary items

� TTTTo o o o be converted by applying be converted by applying be converted by applying be converted by applying closing closing closing closing raterateraterate

� Exchange Exchange Exchange Exchange differences arising on differences arising on differences arising on differences arising on settlement or settlement or settlement or settlement or on on on on 

conversion conversion conversion conversion shall shall shall shall be recognised as income/expense be recognised as income/expense be recognised as income/expense be recognised as income/expense 

� NonNonNonNon----monetary items monetary items monetary items monetary items 

� Item which are carried at historical cost to be Item which are carried at historical cost to be Item which are carried at historical cost to be Item which are carried at historical cost to be 

converted by applying rate at the date of transactionconverted by applying rate at the date of transactionconverted by applying rate at the date of transactionconverted by applying rate at the date of transaction

� Exchange Exchange Exchange Exchange differences arising on conversion differences arising on conversion differences arising on conversion differences arising on conversion shall shall shall shall not not not not 

be recognised as income be recognised as income be recognised as income be recognised as income /expense /expense /expense /expense in that PY. in that PY. in that PY. in that PY. 

� NonNonNonNon----monetary monetary monetary monetary items being inventory carried at fair items being inventory carried at fair items being inventory carried at fair items being inventory carried at fair 

value shall be converted at rate prevailing on date value shall be converted at rate prevailing on date value shall be converted at rate prevailing on date value shall be converted at rate prevailing on date 

when such NRV is when such NRV is when such NRV is when such NRV is determineddetermineddetermineddetermined
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ICDS VI ICDS VI ICDS VI ICDS VI –––– CONVERSION AT LAST DATE OF CONVERSION AT LAST DATE OF CONVERSION AT LAST DATE OF CONVERSION AT LAST DATE OF PYPYPYPY

� XXXX LtdLtdLtdLtd.... SoldSoldSoldSold goodsgoodsgoodsgoods worthworthworthworth $$$$150150150150,,,,000000000000 totototo ABCABCABCABC IncIncIncInc inininin USAUSAUSAUSA

onononon 1111stststst SeptSeptSeptSept.... 2016201620162016 ABCABCABCABC LtdLtdLtdLtd paidpaidpaidpaid::::

� $$$$ 50505050,,,,000000000000 onononon 31313131stststst DecDecDecDec 2016201620162016

� $$$$ 50505050,,,,000000000000 onononon 2222ndndndnd FebFebFebFeb.... 2017201720172017

� TheTheTheThe exchangeexchangeexchangeexchange ratesratesratesrates forforforfor $$$$ totototo INRINRINRINR onononon differentdifferentdifferentdifferent datesdatesdatesdates werewerewerewere

asasasas followsfollowsfollowsfollows::::

� 1111stststst SeptSeptSeptSept.... 2016201620162016 ---- INRINRINRINR 64646464....00000000

� 31313131stststst DecDecDecDec.... 2016201620162016 ---- INRINRINRINR 65656565....00000000

� 2222ndndndnd FebFebFebFeb.... 2017201720172017 ---- INRINRINRINR 64646464....50505050

� 31313131stststst MarMarMarMar.... 2017201720172017 ---- INRINRINRINR 65656565....50505050
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ICDS VI ICDS VI ICDS VI ICDS VI –––– CONVERSION AT LAST DATE OF CONVERSION AT LAST DATE OF CONVERSION AT LAST DATE OF CONVERSION AT LAST DATE OF PYPYPYPY
� TheTheTheThe exchangeexchangeexchangeexchange ratesratesratesrates forforforfor $$$$ totototo INRINRINRINR ::::

� 1111stststst SeptSeptSeptSept.... 2016201620162016 ---- INRINRINRINR 64646464....00000000

� 31313131stststst DecDecDecDec.... 2016201620162016 ---- INRINRINRINR 65656565....00000000

� 2222ndndndnd FebFebFebFeb.... 2017201720172017 ---- INRINRINRINR 64646464....50505050

� 31313131stststst MarMarMarMar.... 2017201720172017 ---- INRINRINRINR 65656565....50505050

CA. Pramod Jain

Receivable A/cReceivable A/cReceivable A/cReceivable A/c

1.9.16      =   96000001.9.16      =   96000001.9.16      =   96000001.9.16      =   9600000

31.12.16  = 31.12.16  = 31.12.16  = 31.12.16  = ---- 3200000320000032000003200000

2.2.17      = 2.2.17      = 2.2.17      = 2.2.17      = ---- 3200000320000032000003200000

31.3.17    = + 7500031.3.17    = + 7500031.3.17    = + 7500031.3.17    = + 75000

Balance 31.3.17 = 3275000Balance 31.3.17 = 3275000Balance 31.3.17 = 3275000Balance 31.3.17 = 3275000

Foreign Exchange Foreign Exchange Foreign Exchange Foreign Exchange 
FluctuationFluctuationFluctuationFluctuation

31.12.16 = 5000031.12.16 = 5000031.12.16 = 5000031.12.16 = 50000

2.2.17      = 250002.2.17      = 250002.2.17      = 250002.2.17      = 25000

31.3.17    = 7500031.3.17    = 7500031.3.17    = 7500031.3.17    = 75000

Balance 31.3.17 = 150000Balance 31.3.17 = 150000Balance 31.3.17 = 150000Balance 31.3.17 = 150000



ICDS VI ICDS VI ICDS VI ICDS VI –––– FOREIGN OPERATIONSFOREIGN OPERATIONSFOREIGN OPERATIONSFOREIGN OPERATIONS

� ICDS ICDS ICDS ICDS –––– Considers only Branch Considers only Branch Considers only Branch Considers only Branch ---- Does Does Does Does not not not not 

differentiate between integral and nondifferentiate between integral and nondifferentiate between integral and nondifferentiate between integral and non---- integral integral integral integral 

operationsoperationsoperationsoperations. . . . Same translating Same translating Same translating Same translating provisions.provisions.provisions.provisions.

� FS of a foreign operation shall be translated using FS of a foreign operation shall be translated using FS of a foreign operation shall be translated using FS of a foreign operation shall be translated using 

the principles and procedures in paras 3 to 6 as if the principles and procedures in paras 3 to 6 as if the principles and procedures in paras 3 to 6 as if the principles and procedures in paras 3 to 6 as if 

the transactions of the foreign operation had been the transactions of the foreign operation had been the transactions of the foreign operation had been the transactions of the foreign operation had been 

those of the person those of the person those of the person those of the person himselfhimselfhimselfhimself

� AS AS AS AS ---- Separate provisions for nonSeparate provisions for nonSeparate provisions for nonSeparate provisions for non----integral. integral. integral. integral. 

Exchange difference on monetary items forming Exchange difference on monetary items forming Exchange difference on monetary items forming Exchange difference on monetary items forming 

part of enterprise net investment in nonpart of enterprise net investment in nonpart of enterprise net investment in nonpart of enterprise net investment in non----integral integral integral integral 

operations to be transferred to FCTRoperations to be transferred to FCTRoperations to be transferred to FCTRoperations to be transferred to FCTR
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ICDS VI ICDS VI ICDS VI ICDS VI –––– FORWARD EXCHANGE CONTRACTSFORWARD EXCHANGE CONTRACTSFORWARD EXCHANGE CONTRACTSFORWARD EXCHANGE CONTRACTS

�Any Any Any Any premium or discount arising at premium or discount arising at premium or discount arising at premium or discount arising at 

inception inception inception inception of a forward exchange contract of a forward exchange contract of a forward exchange contract of a forward exchange contract 

shall be amortised as expense or income shall be amortised as expense or income shall be amortised as expense or income shall be amortised as expense or income 

over the life over the life over the life over the life of contract. Provided:of contract. Provided:of contract. Provided:of contract. Provided:

� is not intended for trading or speculation is not intended for trading or speculation is not intended for trading or speculation is not intended for trading or speculation 

purposes; and purposes; and purposes; and purposes; and 

� is entered into to establish the amount of the is entered into to establish the amount of the is entered into to establish the amount of the is entered into to establish the amount of the 

reporting currency required or available at the reporting currency required or available at the reporting currency required or available at the reporting currency required or available at the 

settlement date of the transaction settlement date of the transaction settlement date of the transaction settlement date of the transaction 
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ICDS VI ICDS VI ICDS VI ICDS VI –––– FORWARD EXCHANGE CONTRACTSFORWARD EXCHANGE CONTRACTSFORWARD EXCHANGE CONTRACTSFORWARD EXCHANGE CONTRACTS

� PremiumPremiumPremiumPremium, discount or exchange difference on , discount or exchange difference on , discount or exchange difference on , discount or exchange difference on 

contracts that contracts that contracts that contracts that areareareare

� intended intended intended intended for for for for trading or trading or trading or trading or speculation purposes, or speculation purposes, or speculation purposes, or speculation purposes, or 

� that that that that are entered into to hedge are entered into to hedge are entered into to hedge are entered into to hedge foreign foreign foreign foreign currency risk currency risk currency risk currency risk 

ofofofof

�a a a a firm commitment firm commitment firm commitment firm commitment (not including assets (not including assets (not including assets (not including assets and liabilities and liabilities and liabilities and liabilities 

existing at the end of the previous year existing at the end of the previous year existing at the end of the previous year existing at the end of the previous year ) or ) or ) or ) or 

�a a a a highly probable forecast transaction highly probable forecast transaction highly probable forecast transaction highly probable forecast transaction 

to to to to be recognised at be recognised at be recognised at be recognised at time time time time of of of of settlement. AS settlement. AS settlement. AS settlement. AS –––– provide provide provide provide 

for Mark to marketfor Mark to marketfor Mark to marketfor Mark to market
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ICDS VI ICDS VI ICDS VI ICDS VI –––– TRANSITIONAL PROVISIONTRANSITIONAL PROVISIONTRANSITIONAL PROVISIONTRANSITIONAL PROVISION

� All foreign currency transactions undertaken on All foreign currency transactions undertaken on All foreign currency transactions undertaken on All foreign currency transactions undertaken on 

or after 1.4.2016 shall be recognised in or after 1.4.2016 shall be recognised in or after 1.4.2016 shall be recognised in or after 1.4.2016 shall be recognised in 

accordance with the provisions of this standard. accordance with the provisions of this standard. accordance with the provisions of this standard. accordance with the provisions of this standard. 

� Exchange differences arising in respect of Exchange differences arising in respect of Exchange differences arising in respect of Exchange differences arising in respect of 

monetary items or nonmonetary items or nonmonetary items or nonmonetary items or non----monetary items, on monetary items, on monetary items, on monetary items, on 

settlement thereof during PY commencing on settlement thereof during PY commencing on settlement thereof during PY commencing on settlement thereof during PY commencing on 

1.4.2016 or on conversion thereof at 1.4.2016 or on conversion thereof at 1.4.2016 or on conversion thereof at 1.4.2016 or on conversion thereof at 31.3.2017 31.3.2017 31.3.2017 31.3.2017 

shall be recognised in accordance with provisions shall be recognised in accordance with provisions shall be recognised in accordance with provisions shall be recognised in accordance with provisions 

of this of this of this of this ICDS ICDS ICDS ICDS after taking into a/c amount after taking into a/c amount after taking into a/c amount after taking into a/c amount 

recognised on last day of PY ending on recognised on last day of PY ending on recognised on last day of PY ending on recognised on last day of PY ending on 

31.3.2016 for an item, if any, which is carried 31.3.2016 for an item, if any, which is carried 31.3.2016 for an item, if any, which is carried 31.3.2016 for an item, if any, which is carried 

forward from said PY. forward from said PY. forward from said PY. forward from said PY. 
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ICDS VI ICDS VI ICDS VI ICDS VI –––– TRANSITIONAL PROVISIONTRANSITIONAL PROVISIONTRANSITIONAL PROVISIONTRANSITIONAL PROVISION
� FS of foreign operations for PY commencing on FS of foreign operations for PY commencing on FS of foreign operations for PY commencing on FS of foreign operations for PY commencing on 

1.4.2016 shall be translated using the principles 1.4.2016 shall be translated using the principles 1.4.2016 shall be translated using the principles 1.4.2016 shall be translated using the principles 

& procedures specified in this standard after & procedures specified in this standard after & procedures specified in this standard after & procedures specified in this standard after 

taking into a/c amount recognised on last day taking into a/c amount recognised on last day taking into a/c amount recognised on last day taking into a/c amount recognised on last day 

of PY ending on 31.3.2016 for an item, if any, of PY ending on 31.3.2016 for an item, if any, of PY ending on 31.3.2016 for an item, if any, of PY ending on 31.3.2016 for an item, if any, 

which is carried forward from said PY. which is carried forward from said PY. which is carried forward from said PY. which is carried forward from said PY. 

� All forward exchange contracts existing on All forward exchange contracts existing on All forward exchange contracts existing on All forward exchange contracts existing on 1.4. 1.4. 1.4. 1.4. 

2016 or entered on or after 2016 or entered on or after 2016 or entered on or after 2016 or entered on or after 1.4.2016 1.4.2016 1.4.2016 1.4.2016 shall be shall be shall be shall be 

dealt with in accordance with the provisions of dealt with in accordance with the provisions of dealt with in accordance with the provisions of dealt with in accordance with the provisions of 

this standard after taking into this standard after taking into this standard after taking into this standard after taking into a/c income a/c income a/c income a/c income or or or or 

expenses, if any, recognised in respect of said expenses, if any, recognised in respect of said expenses, if any, recognised in respect of said expenses, if any, recognised in respect of said 

contracts for contracts for contracts for contracts for PY PY PY PY ending on or before ending on or before ending on or before ending on or before 31.3.2016 31.3.2016 31.3.2016 31.3.2016 
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ICDS VI ICDS VI ICDS VI ICDS VI –––– TRANSITIONAL PROVISIONTRANSITIONAL PROVISIONTRANSITIONAL PROVISIONTRANSITIONAL PROVISION

� As per AS 11, exchange differences arising on As per AS 11, exchange differences arising on As per AS 11, exchange differences arising on As per AS 11, exchange differences arising on 

foreign exchange translation in case of nonforeign exchange translation in case of nonforeign exchange translation in case of nonforeign exchange translation in case of non----

integral foreign operation is required to be Cr. or integral foreign operation is required to be Cr. or integral foreign operation is required to be Cr. or integral foreign operation is required to be Cr. or 

Dr.Dr.Dr.Dr. as foreign exchange translation reserve but as foreign exchange translation reserve but as foreign exchange translation reserve but as foreign exchange translation reserve but 

as per ICDS, same is required to be recognized as per ICDS, same is required to be recognized as per ICDS, same is required to be recognized as per ICDS, same is required to be recognized 

as income/loss in the year in which it arisesas income/loss in the year in which it arisesas income/loss in the year in which it arisesas income/loss in the year in which it arises

� Foreign Currency Translation Reserve (FCTR) Foreign Currency Translation Reserve (FCTR) Foreign Currency Translation Reserve (FCTR) Foreign Currency Translation Reserve (FCTR) 

balance as on 1.4.2016 pertaining to exchange balance as on 1.4.2016 pertaining to exchange balance as on 1.4.2016 pertaining to exchange balance as on 1.4.2016 pertaining to exchange 

differences monetary items for nondifferences monetary items for nondifferences monetary items for nondifferences monetary items for non----integral integral integral integral 

operations to be recognized to the extent not operations to be recognized to the extent not operations to be recognized to the extent not operations to be recognized to the extent not 

recognized in income computation in past. FAQ recognized in income computation in past. FAQ recognized in income computation in past. FAQ recognized in income computation in past. FAQ 

–––– Q 16Q 16Q 16Q 16
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ICDS VI ICDS VI ICDS VI ICDS VI –––– DISCLOSURESDISCLOSURESDISCLOSURESDISCLOSURES

�ICDS ICDS ICDS ICDS –––– NoneNoneNoneNone

�AS AS AS AS –––– A fewA fewA fewA few
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ICDS VI ICDS VI ICDS VI ICDS VI –––– PRACTICAL IMPLICATIONPRACTICAL IMPLICATIONPRACTICAL IMPLICATIONPRACTICAL IMPLICATION
�Difference in translation of nonDifference in translation of nonDifference in translation of nonDifference in translation of non----integral integral integral integral 

operations, if anyoperations, if anyoperations, if anyoperations, if any

�Foreign Currency Translation Reserve Foreign Currency Translation Reserve Foreign Currency Translation Reserve Foreign Currency Translation Reserve 

(FCTR) balance as on 1.4.2016 pertaining (FCTR) balance as on 1.4.2016 pertaining (FCTR) balance as on 1.4.2016 pertaining (FCTR) balance as on 1.4.2016 pertaining 

to exchange differences monetary items to exchange differences monetary items to exchange differences monetary items to exchange differences monetary items 

for nonfor nonfor nonfor non----integral operations to be integral operations to be integral operations to be integral operations to be 

recognized to the extent not recognized in recognized to the extent not recognized in recognized to the extent not recognized in recognized to the extent not recognized in 

income computation in income computation in income computation in income computation in pastpastpastpast

�Would 43A implications be disclosed in Would 43A implications be disclosed in Would 43A implications be disclosed in Would 43A implications be disclosed in 

ICDS now?ICDS now?ICDS now?ICDS now?
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FORM 3CD FORM 3CD FORM 3CD FORM 3CD ––––CLAUSE CLAUSE CLAUSE CLAUSE –––– 13(E)13(E)13(E)13(E)
ICDICDICDICD

SSSS

Name of ICDSName of ICDSName of ICDSName of ICDS Increase Increase Increase Increase 

in Profitin Profitin Profitin Profit

Decrease Decrease Decrease Decrease 

in Profitin Profitin Profitin Profit

Net (Net (Net (Net (RsRsRsRs.).).).) DescriptionDescriptionDescriptionDescription

VIVIVIVI Effect of Effect of Effect of Effect of 

Changes in Changes in Changes in Changes in 

Foreign Foreign Foreign Foreign 

Exchange Exchange Exchange Exchange 

RatesRatesRatesRates

2500250025002500 5000500050005000 ----2500250025002500 • FCTR of nonFCTR of nonFCTR of nonFCTR of non----

Integral Integral Integral Integral 

Operations Operations Operations Operations ----

2000200020002000

• Foreign Exchange Foreign Exchange Foreign Exchange Foreign Exchange 

Fluctuation loss Fluctuation loss Fluctuation loss Fluctuation loss 

on borrowingon borrowingon borrowingon borrowing

costs as per AS costs as per AS costs as per AS costs as per AS 

16 16 16 16 –––– 5000500050005000

• Mark to market Mark to market Mark to market Mark to market 

loss on FEC loss on FEC loss on FEC loss on FEC ––––

500500500500

TotalTotalTotalTotal ----2500250025002500
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VII VII VII VII –––– GOVERNMENT GRANTSGOVERNMENT GRANTSGOVERNMENT GRANTSGOVERNMENT GRANTS
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ICDS VII ICDS VII ICDS VII ICDS VII –––– GOVERNMENT GRANTSGOVERNMENT GRANTSGOVERNMENT GRANTSGOVERNMENT GRANTS
� As per ICDS “Government grants” are As per ICDS “Government grants” are As per ICDS “Government grants” are As per ICDS “Government grants” are 

� Assistance by Government in cash or kind to a Assistance by Government in cash or kind to a Assistance by Government in cash or kind to a Assistance by Government in cash or kind to a 

person for past or future compliance with certain person for past or future compliance with certain person for past or future compliance with certain person for past or future compliance with certain 

conditionsconditionsconditionsconditions. . . . 

�They exclude:They exclude:They exclude:They exclude:

�Those forms of Government assistance which Those forms of Government assistance which Those forms of Government assistance which Those forms of Government assistance which 

cannot have a value placed upon them; andcannot have a value placed upon them; andcannot have a value placed upon them; andcannot have a value placed upon them; and

�The transactions with Government which cannot The transactions with Government which cannot The transactions with Government which cannot The transactions with Government which cannot 

be distinguished from the normal trading be distinguished from the normal trading be distinguished from the normal trading be distinguished from the normal trading 

transactions of the persontransactions of the persontransactions of the persontransactions of the person

� Are Cash Are Cash Are Cash Are Cash assistance, duty assistance, duty assistance, duty assistance, duty drawbacks, drawbacks, drawbacks, drawbacks, 

reimbursements covered !!reimbursements covered !!reimbursements covered !!reimbursements covered !!
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ICDS VII ICDS VII ICDS VII ICDS VII –––– GOVERNMENT GRANTSGOVERNMENT GRANTSGOVERNMENT GRANTSGOVERNMENT GRANTS
� AS AS AS AS ----12 permits two approaches, depending on 12 permits two approaches, depending on 12 permits two approaches, depending on 12 permits two approaches, depending on 

the nature of the grant:the nature of the grant:the nature of the grant:the nature of the grant:

� Capital approach Capital approach Capital approach Capital approach –––– owner’s fundsowner’s fundsowner’s fundsowner’s funds

� Income approachIncome approachIncome approachIncome approach

� ICDS ICDS ICDS ICDS –––– only income approachonly income approachonly income approachonly income approach

� Recognition Criteria:Recognition Criteria:Recognition Criteria:Recognition Criteria:

�Not be recognised until there is reasonable Not be recognised until there is reasonable Not be recognised until there is reasonable Not be recognised until there is reasonable 

assurance that assurance that assurance that assurance that 

�Person shall comply with conditions attached to them; & Person shall comply with conditions attached to them; & Person shall comply with conditions attached to them; & Person shall comply with conditions attached to them; & 

�Grants shall be received Grants shall be received Grants shall be received Grants shall be received 

�Not to be postponed beyond actual date of receiptNot to be postponed beyond actual date of receiptNot to be postponed beyond actual date of receiptNot to be postponed beyond actual date of receipt.  .  .  .  
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ICDS VII ICDS VII ICDS VII ICDS VII –––– GOVERNMENT GRANTSGOVERNMENT GRANTSGOVERNMENT GRANTSGOVERNMENT GRANTS
� ASASASAS----12 12 12 12 –––– To be recognised on satisfaction of To be recognised on satisfaction of To be recognised on satisfaction of To be recognised on satisfaction of 

related conditions & achieving reasonable related conditions & achieving reasonable related conditions & achieving reasonable related conditions & achieving reasonable 

certainty of receipt. certainty of receipt. certainty of receipt. certainty of receipt. 

� AS AS AS AS ----12 12 12 12 ---- Government Government Government Government grant with respect to grant with respect to grant with respect to grant with respect to 

depreciable FA depreciable FA depreciable FA depreciable FA may may may may be either reduced be either reduced be either reduced be either reduced from from from from 

gross block or may be transferred to gross block or may be transferred to gross block or may be transferred to gross block or may be transferred to PL in PL in PL in PL in 

proportion.. proportion.. proportion.. proportion.. 

� ICDS ICDS ICDS ICDS ---- Government grant with respect to Government grant with respect to Government grant with respect to Government grant with respect to 

depreciable fixed asset always required to be depreciable fixed asset always required to be depreciable fixed asset always required to be depreciable fixed asset always required to be 

reduced from the actual cost of depreciable reduced from the actual cost of depreciable reduced from the actual cost of depreciable reduced from the actual cost of depreciable 

fixed assetsfixed assetsfixed assetsfixed assets....
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ICDS VII ICDS VII ICDS VII ICDS VII –––– GOVERNMENT GRANTSGOVERNMENT GRANTSGOVERNMENT GRANTSGOVERNMENT GRANTS
� AS 12 AS 12 AS 12 AS 12 ---- Government Government Government Government grants in respect of non grants in respect of non grants in respect of non grants in respect of non 

depreciable fixed assets depreciable fixed assets depreciable fixed assets depreciable fixed assets are are are are required to be required to be required to be required to be 

credited to the capital reserve account where credited to the capital reserve account where credited to the capital reserve account where credited to the capital reserve account where 

there is no obligation to be fulfilled. However there is no obligation to be fulfilled. However there is no obligation to be fulfilled. However there is no obligation to be fulfilled. However 

ICDS is silent over this &ICDS is silent over this &ICDS is silent over this &ICDS is silent over this & requires to be requires to be requires to be requires to be 

recognized as income over the period over which recognized as income over the period over which recognized as income over the period over which recognized as income over the period over which 

cost of meeting such obligation is cost of meeting such obligation is cost of meeting such obligation is cost of meeting such obligation is chargedchargedchargedcharged

� ICDS have annulled ICDS have annulled ICDS have annulled ICDS have annulled ‘The Purpose ‘The Purpose ‘The Purpose ‘The Purpose RRRRule’ ule’ ule’ ule’ that was that was that was that was 

established by several Case laws pronounced established by several Case laws pronounced established by several Case laws pronounced established by several Case laws pronounced 

like like like like RasoiRasoiRasoiRasoi Ltd. Now even the subsidy is for Ltd. Now even the subsidy is for Ltd. Now even the subsidy is for Ltd. Now even the subsidy is for 

capital purpose the same is exposed to capital purpose the same is exposed to capital purpose the same is exposed to capital purpose the same is exposed to 

taxabilitytaxabilitytaxabilitytaxability.

CA. Pramod Jain



ICDS VII ICDS VII ICDS VII ICDS VII –––– IT ACTIT ACTIT ACTIT ACT
� Inserted by Finance Act 2015 Inserted by Finance Act 2015 Inserted by Finance Act 2015 Inserted by Finance Act 2015 ---- S. 2(24)S. 2(24)S. 2(24)S. 2(24) (xviii) (xviii) (xviii) (xviii) ----

Assistance Assistance Assistance Assistance in the form of a subsidy or grant or cash in the form of a subsidy or grant or cash in the form of a subsidy or grant or cash in the form of a subsidy or grant or cash 

incentive or duty drawback or waiver or concession or incentive or duty drawback or waiver or concession or incentive or duty drawback or waiver or concession or incentive or duty drawback or waiver or concession or 

reimbursement (by whatever name called) by the CG or reimbursement (by whatever name called) by the CG or reimbursement (by whatever name called) by the CG or reimbursement (by whatever name called) by the CG or 

a SG or any authority or body or agency in cash or kind a SG or any authority or body or agency in cash or kind a SG or any authority or body or agency in cash or kind a SG or any authority or body or agency in cash or kind 

to the to the to the to the assesseeassesseeassesseeassessee other than,other than,other than,other than,————

� Subsidy Subsidy Subsidy Subsidy or grant or reimbursement which is taken or grant or reimbursement which is taken or grant or reimbursement which is taken or grant or reimbursement which is taken 

into account for determination into account for determination into account for determination into account for determination of of of of actual cost of the actual cost of the actual cost of the actual cost of the 

asset in accordance with the provisions of asset in accordance with the provisions of asset in accordance with the provisions of asset in accordance with the provisions of 

Explanation 10 to clause (1) of section 43; orExplanation 10 to clause (1) of section 43; orExplanation 10 to clause (1) of section 43; orExplanation 10 to clause (1) of section 43; or

� Inst. By Finance Act 2016 Inst. By Finance Act 2016 Inst. By Finance Act 2016 Inst. By Finance Act 2016 ---- Subsidy Subsidy Subsidy Subsidy or grant by or grant by or grant by or grant by CG CG CG CG 

for the purpose of the corpus of a trust or institution for the purpose of the corpus of a trust or institution for the purpose of the corpus of a trust or institution for the purpose of the corpus of a trust or institution 

established by the established by the established by the established by the CG CG CG CG or a or a or a or a SG, SG, SG, SG, as the case may beas the case may beas the case may beas the case may be
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ICDS VII ICDS VII ICDS VII ICDS VII –––– IT ACTIT ACTIT ACTIT ACT
� Explanation 10 to 43(1) Explanation 10 to 43(1) Explanation 10 to 43(1) Explanation 10 to 43(1) ---- Where a portion of the cost of Where a portion of the cost of Where a portion of the cost of Where a portion of the cost of 

an asset acquired by the an asset acquired by the an asset acquired by the an asset acquired by the assesseeassesseeassesseeassessee has been met has been met has been met has been met 

directly or indirectly by the CG or SG or any authority directly or indirectly by the CG or SG or any authority directly or indirectly by the CG or SG or any authority directly or indirectly by the CG or SG or any authority 

established under any law or by any other person, in established under any law or by any other person, in established under any law or by any other person, in established under any law or by any other person, in 

the form of a subsidy or grant or reimbursement (by the form of a subsidy or grant or reimbursement (by the form of a subsidy or grant or reimbursement (by the form of a subsidy or grant or reimbursement (by 

whatever name called), then, so much of the cost as is whatever name called), then, so much of the cost as is whatever name called), then, so much of the cost as is whatever name called), then, so much of the cost as is 

relatable to such subsidy or grant or reimbursement relatable to such subsidy or grant or reimbursement relatable to such subsidy or grant or reimbursement relatable to such subsidy or grant or reimbursement 

shall not be included in shall not be included in shall not be included in shall not be included in actual actual actual actual cost cost cost cost of the asset to the of the asset to the of the asset to the of the asset to the 

assesseeassesseeassesseeassessee::::
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ICDS VII ICDS VII ICDS VII ICDS VII –––– IT ACTIT ACTIT ACTIT ACT
� Explanation 10 to 43(1) Explanation 10 to 43(1) Explanation 10 to 43(1) Explanation 10 to 43(1) ----

� Provided that where such subsidy or grant or Provided that where such subsidy or grant or Provided that where such subsidy or grant or Provided that where such subsidy or grant or 

reimbursement is of such nature that it cannot be reimbursement is of such nature that it cannot be reimbursement is of such nature that it cannot be reimbursement is of such nature that it cannot be 

directly relatable to the asset acquired, so much of the directly relatable to the asset acquired, so much of the directly relatable to the asset acquired, so much of the directly relatable to the asset acquired, so much of the 

amount which bears to the total subsidy or amount which bears to the total subsidy or amount which bears to the total subsidy or amount which bears to the total subsidy or 

reimbursement or grant the same proportion as such reimbursement or grant the same proportion as such reimbursement or grant the same proportion as such reimbursement or grant the same proportion as such 

asset bears to all the assets in respect of or with asset bears to all the assets in respect of or with asset bears to all the assets in respect of or with asset bears to all the assets in respect of or with 

reference to which the subsidy or grant or reference to which the subsidy or grant or reference to which the subsidy or grant or reference to which the subsidy or grant or 

reimbursement is so received, shall not be included in reimbursement is so received, shall not be included in reimbursement is so received, shall not be included in reimbursement is so received, shall not be included in 

the actual cost of the asset to the the actual cost of the asset to the the actual cost of the asset to the the actual cost of the asset to the assesseeassesseeassesseeassessee....

� Also to see s. 28Also to see s. 28Also to see s. 28Also to see s. 28
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ICDS VII ICDS VII ICDS VII ICDS VII –––– TRANSITIONAL PROVISIONTRANSITIONAL PROVISIONTRANSITIONAL PROVISIONTRANSITIONAL PROVISION
� All the Government grants which meet the All the Government grants which meet the All the Government grants which meet the All the Government grants which meet the 

recognition criteria of para 4 on or after recognition criteria of para 4 on or after recognition criteria of para 4 on or after recognition criteria of para 4 on or after 

1.4.2016 1.4.2016 1.4.2016 1.4.2016 shall be recognised for the previous shall be recognised for the previous shall be recognised for the previous shall be recognised for the previous 

year commencing on or after year commencing on or after year commencing on or after year commencing on or after 1.4.2016 1.4.2016 1.4.2016 1.4.2016 in in in in 

accordance with the provisions of this standard accordance with the provisions of this standard accordance with the provisions of this standard accordance with the provisions of this standard 

after taking into account the amount, if any, of after taking into account the amount, if any, of after taking into account the amount, if any, of after taking into account the amount, if any, of 

the said Government grant recognised for any the said Government grant recognised for any the said Government grant recognised for any the said Government grant recognised for any 

previous year ending on or before previous year ending on or before previous year ending on or before previous year ending on or before 31.3.2016 31.3.2016 31.3.2016 31.3.2016 
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ICDS VII ICDS VII ICDS VII ICDS VII –––– TRANSITIONAL TRANSITIONAL TRANSITIONAL TRANSITIONAL ---- FAQFAQFAQFAQ
� Q 17 Q 17 Q 17 Q 17 –––– FAQ FAQ FAQ FAQ –––– Grants received prior to 1.4.2016 Grants received prior to 1.4.2016 Grants received prior to 1.4.2016 Grants received prior to 1.4.2016 

shall continue to be recognised as per law shall continue to be recognised as per law shall continue to be recognised as per law shall continue to be recognised as per law 

prevailing on that date. Example as per FAQ:prevailing on that date. Example as per FAQ:prevailing on that date. Example as per FAQ:prevailing on that date. Example as per FAQ:

� Total subsidy entitlement as on 31.3.16  Total subsidy entitlement as on 31.3.16  Total subsidy entitlement as on 31.3.16  Total subsidy entitlement as on 31.3.16  ---- 10 Cr10 Cr10 Cr10 Cr

� Total recognised till 31.3.2016 Total recognised till 31.3.2016 Total recognised till 31.3.2016 Total recognised till 31.3.2016 –––– 6 Cr6 Cr6 Cr6 Cr

� Pending due to satisfaction of related conditions or Pending due to satisfaction of related conditions or Pending due to satisfaction of related conditions or Pending due to satisfaction of related conditions or 

achieving reasonable certainty of receipt achieving reasonable certainty of receipt achieving reasonable certainty of receipt achieving reasonable certainty of receipt –––– 4 Cr4 Cr4 Cr4 Cr

� 4 Cr to be recognized in 4 Cr to be recognized in 4 Cr to be recognized in 4 Cr to be recognized in yryryryr(s) in which (s) in which (s) in which (s) in which related related related related 

conditions are met conditions are met conditions are met conditions are met & & & & reasonable certainty is reasonable certainty is reasonable certainty is reasonable certainty is achievedachievedachievedachieved

� If subsidy received prior to 1.4.2016 Para 13 of ICDS If subsidy received prior to 1.4.2016 Para 13 of ICDS If subsidy received prior to 1.4.2016 Para 13 of ICDS If subsidy received prior to 1.4.2016 Para 13 of ICDS 

VII not applicable even if related conditions are met VII not applicable even if related conditions are met VII not applicable even if related conditions are met VII not applicable even if related conditions are met 

after 1.4.2016. Earlier Law applicableafter 1.4.2016. Earlier Law applicableafter 1.4.2016. Earlier Law applicableafter 1.4.2016. Earlier Law applicable
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ICDS VII ICDS VII ICDS VII ICDS VII –––– DISCLOSUREDISCLOSUREDISCLOSUREDISCLOSURE
�Nature Nature Nature Nature and extent of Government grants and extent of Government grants and extent of Government grants and extent of Government grants 

recognised during PY:recognised during PY:recognised during PY:recognised during PY:

� By By By By way of deduction from actual cost of the asset or way of deduction from actual cost of the asset or way of deduction from actual cost of the asset or way of deduction from actual cost of the asset or 

assets or from the WDV of block of assets during the assets or from the WDV of block of assets during the assets or from the WDV of block of assets during the assets or from the WDV of block of assets during the 

PY; PY; PY; PY; 

� As As As As income; income; income; income; 

� By By By By way of deduction from actual cost of asset(s) or way of deduction from actual cost of asset(s) or way of deduction from actual cost of asset(s) or way of deduction from actual cost of asset(s) or 

from WDV of block of assets and reasons thereof;from WDV of block of assets and reasons thereof;from WDV of block of assets and reasons thereof;from WDV of block of assets and reasons thereof;

� Not Not Not Not recognised during the PY as income and reasons recognised during the PY as income and reasons recognised during the PY as income and reasons recognised during the PY as income and reasons 

thereof. thereof. thereof. thereof. 

� AS AS AS AS –––– totally differenttotally differenttotally differenttotally different
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ICDS VII ICDS VII ICDS VII ICDS VII –––– PRACTICAL IMPLICATIONPRACTICAL IMPLICATIONPRACTICAL IMPLICATIONPRACTICAL IMPLICATION
� Disclosures requiredDisclosures requiredDisclosures requiredDisclosures required

� If transferred to owner’s fund If transferred to owner’s fund If transferred to owner’s fund If transferred to owner’s fund –––– adjustment adjustment adjustment adjustment 

required and disclosure in ICDSrequired and disclosure in ICDSrequired and disclosure in ICDSrequired and disclosure in ICDS

� If grant for depreciable assets  charged to If grant for depreciable assets  charged to If grant for depreciable assets  charged to If grant for depreciable assets  charged to 

revenue in proportion.. Disclosure as per ICDS revenue in proportion.. Disclosure as per ICDS revenue in proportion.. Disclosure as per ICDS revenue in proportion.. Disclosure as per ICDS ––––

reduce from FAreduce from FAreduce from FAreduce from FA

� If grant for nonIf grant for nonIf grant for nonIf grant for non----depreciable assets  transferred to depreciable assets  transferred to depreciable assets  transferred to depreciable assets  transferred to 

capital reserve.. Disclosure as per ICDS capital reserve.. Disclosure as per ICDS capital reserve.. Disclosure as per ICDS capital reserve.. Disclosure as per ICDS –––– charge charge charge charge 

to revenueto revenueto revenueto revenue

� If complying as per IT Act, no other implicationIf complying as per IT Act, no other implicationIf complying as per IT Act, no other implicationIf complying as per IT Act, no other implication
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FORM 3CD FORM 3CD FORM 3CD FORM 3CD ––––CLAUSE CLAUSE CLAUSE CLAUSE –––– 13(E)13(E)13(E)13(E)
ICDICDICDICD

SSSS

Name of ICDSName of ICDSName of ICDSName of ICDS Increase in Increase in Increase in Increase in 

ProfitProfitProfitProfit

Decrease Decrease Decrease Decrease 

in Profitin Profitin Profitin Profit

Net (Net (Net (Net (RsRsRsRs.).).).) DescriptionDescriptionDescriptionDescription

VIIVIIVIIVII Government Government Government Government 

GrantsGrantsGrantsGrants

2000200020002000 3000300030003000 ----1000100010001000 • GrantGrantGrantGrant

recogniserecogniserecogniserecognise

dddd as as as as 

Capital Capital Capital Capital 

Reserve Reserve Reserve Reserve ----

2000200020002000

• Grant on Grant on Grant on Grant on 

FA FA FA FA 

recogniserecogniserecogniserecognise

dddd as as as as 

revenue revenue revenue revenue 

as per AS as per AS as per AS as per AS 

12 12 12 12 ---- 3000300030003000

TotalTotalTotalTotal ----1000100010001000
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FORM 3CD FORM 3CD FORM 3CD FORM 3CD ––––CLAUSE CLAUSE CLAUSE CLAUSE –––– 13(F)13(F)13(F)13(F)

ICDSICDSICDSICDS Name of ICDSName of ICDSName of ICDSName of ICDS DisclosuresDisclosuresDisclosuresDisclosures

VIIVIIVIIVII Government GrantsGovernment GrantsGovernment GrantsGovernment Grants Nature and extent of Government Nature and extent of Government Nature and extent of Government Nature and extent of Government 

grants recognised during PY:grants recognised during PY:grants recognised during PY:grants recognised during PY:

� By way of deduction from By way of deduction from By way of deduction from By way of deduction from 

actual cost of the asset or actual cost of the asset or actual cost of the asset or actual cost of the asset or 

assets or from the WDV of assets or from the WDV of assets or from the WDV of assets or from the WDV of 

block of assets during the PY; block of assets during the PY; block of assets during the PY; block of assets during the PY; 

� As income; As income; As income; As income; 

� By way of deduction from By way of deduction from By way of deduction from By way of deduction from 

actual cost of asset(s) or from actual cost of asset(s) or from actual cost of asset(s) or from actual cost of asset(s) or from 

WDV of block of assets and WDV of block of assets and WDV of block of assets and WDV of block of assets and 

reasons thereof;reasons thereof;reasons thereof;reasons thereof;

� Not recognised during the PY Not recognised during the PY Not recognised during the PY Not recognised during the PY 

as income and reasons as income and reasons as income and reasons as income and reasons 

thereofthereofthereofthereof. . . . 
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VIIIVIIIVIIIVIII SECURITIESSECURITIESSECURITIESSECURITIES
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ICDS ICDS ICDS ICDS VIIIVIIIVIIIVIII SECURITIESSECURITIESSECURITIESSECURITIES
� Not on investments, but only on securities held Not on investments, but only on securities held Not on investments, but only on securities held Not on investments, but only on securities held 

only as stockonly as stockonly as stockonly as stock----inininin----trade trade trade trade 

� In two Parts In two Parts In two Parts In two Parts –––– A & B. Part A Does not deal with:A & B. Part A Does not deal with:A & B. Part A Does not deal with:A & B. Part A Does not deal with:

� Interest and dividend which are covered by Revenue Interest and dividend which are covered by Revenue Interest and dividend which are covered by Revenue Interest and dividend which are covered by Revenue 

RecognitionRecognitionRecognitionRecognition

� Securities held by business of InsuranceSecurities held by business of InsuranceSecurities held by business of InsuranceSecurities held by business of Insurance

� Securities held by, MF, VCF, Banks & PFIsSecurities held by, MF, VCF, Banks & PFIsSecurities held by, MF, VCF, Banks & PFIsSecurities held by, MF, VCF, Banks & PFIs

� At year end securities to be valued at lower of:At year end securities to be valued at lower of:At year end securities to be valued at lower of:At year end securities to be valued at lower of:

� Actual cost initially recognised; orActual cost initially recognised; orActual cost initially recognised; orActual cost initially recognised; or

�Net realisable valueNet realisable valueNet realisable valueNet realisable value
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ICDS ICDS ICDS ICDS VIIIVIIIVIIIVIII SECURITIESSECURITIESSECURITIESSECURITIES
� ““““Securities” shall mean:Securities” shall mean:Securities” shall mean:Securities” shall mean:

�As defined in S. 2(h) of the Securities As defined in S. 2(h) of the Securities As defined in S. 2(h) of the Securities As defined in S. 2(h) of the Securities 

Contracts (Regulation) Act, 1956 Contracts (Regulation) Act, 1956 Contracts (Regulation) Act, 1956 Contracts (Regulation) Act, 1956 

�Share of a company in which public are not Share of a company in which public are not Share of a company in which public are not Share of a company in which public are not 

substantially interested substantially interested substantially interested substantially interested 

� But shall not include derivatives referred to in But shall not include derivatives referred to in But shall not include derivatives referred to in But shall not include derivatives referred to in 

subsubsubsub----clause (clause (clause (clause (iaiaiaia) of clause (h)) of clause (h)) of clause (h)) of clause (h)
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ICDS ICDS ICDS ICDS VIIIVIIIVIIIVIII –––– SECURITIESSECURITIESSECURITIESSECURITIES
� Comparison to be done categoryComparison to be done categoryComparison to be done categoryComparison to be done category----wise and not wise and not wise and not wise and not 

each security wiseeach security wiseeach security wiseeach security wise

� To be To be To be To be classified into the following classified into the following classified into the following classified into the following categories:categories:categories:categories:----

� SharesSharesSharesShares; ; ; ; 

�DDDDebt ebt ebt ebt securities; securities; securities; securities; 

� CCCConvertible onvertible onvertible onvertible securities; securities; securities; securities; & & & & 

� AAAAny ny ny ny other securities not covered above. other securities not covered above. other securities not covered above. other securities not covered above. 

� Opening stockOpening stockOpening stockOpening stock----inininin----trade to betrade to betrade to betrade to be: : : : 

� CCCCost ost ost ost of securities of securities of securities of securities , , , , if any, on if any, on if any, on if any, on commencement commencement commencement commencement of of of of 

business business business business if if if if commenced during commenced during commenced during commenced during PY; PY; PY; PY; and and and and 

� VVVValue of alue of alue of alue of securities securities securities securities on close on close on close on close of of of of immediately immediately immediately immediately 

preceding preceding preceding preceding PY, PY, PY, PY, in in in in other other other other case. case. case. case. 
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ICDS ICDS ICDS ICDS VIIIVIIIVIIIVIII –––– SECURITIESSECURITIESSECURITIESSECURITIES
� Initial Recognition to be:Initial Recognition to be:Initial Recognition to be:Initial Recognition to be:

�On On On On acquisition acquisition acquisition acquisition ---- at actual cost. at actual cost. at actual cost. at actual cost. 

� To To To To include include include include its purchase price and its purchase price and its purchase price and its purchase price and acquisition acquisition acquisition acquisition charges charges charges charges 

such as brokerage, fees, tax, duty or cess. such as brokerage, fees, tax, duty or cess. such as brokerage, fees, tax, duty or cess. such as brokerage, fees, tax, duty or cess. 

� If acquired in exchange for other If acquired in exchange for other If acquired in exchange for other If acquired in exchange for other securities / asset, securities / asset, securities / asset, securities / asset, 

fair value of the security fair value of the security fair value of the security fair value of the security /asset so /asset so /asset so /asset so acquired shall be acquired shall be acquired shall be acquired shall be 

its actual cost. its actual cost. its actual cost. its actual cost. 

�Where Where Where Where unpaid interest has accrued before the unpaid interest has accrued before the unpaid interest has accrued before the unpaid interest has accrued before the 

acquisition of an interestacquisition of an interestacquisition of an interestacquisition of an interest----bearing security and is bearing security and is bearing security and is bearing security and is 

included in the price paid for the security, included in the price paid for the security, included in the price paid for the security, included in the price paid for the security, the the the the prepreprepre----

acquisition portion of the interest is deducted from acquisition portion of the interest is deducted from acquisition portion of the interest is deducted from acquisition portion of the interest is deducted from 

the actual cost the actual cost the actual cost the actual cost 

CA. Pramod Jain



????????????
� Would the cost include Securities transaction Tax (STT)?Would the cost include Securities transaction Tax (STT)?Would the cost include Securities transaction Tax (STT)?Would the cost include Securities transaction Tax (STT)?

� Would unlisted shares cost include stamp duty paid??Would unlisted shares cost include stamp duty paid??Would unlisted shares cost include stamp duty paid??Would unlisted shares cost include stamp duty paid??

� A Ltd dealing in shares enters into following:A Ltd dealing in shares enters into following:A Ltd dealing in shares enters into following:A Ltd dealing in shares enters into following:

� Sells its asset whose FMV is Sells its asset whose FMV is Sells its asset whose FMV is Sells its asset whose FMV is RsRsRsRs. 18 Lakhs to Y Ltd.. 18 Lakhs to Y Ltd.. 18 Lakhs to Y Ltd.. 18 Lakhs to Y Ltd.

� In exchange Y Ltd. issues 1 lakh Shares of In exchange Y Ltd. issues 1 lakh Shares of In exchange Y Ltd. issues 1 lakh Shares of In exchange Y Ltd. issues 1 lakh Shares of RsRsRsRs. 10 each. 10 each. 10 each. 10 each

� What would be cost of acquisition in books of A Ltd?What would be cost of acquisition in books of A Ltd?What would be cost of acquisition in books of A Ltd?What would be cost of acquisition in books of A Ltd?

� RsRsRsRs. 10 L. 10 L. 10 L. 10 L

� Z Z Z Z Ltd dealing in shares enters into Ltd dealing in shares enters into Ltd dealing in shares enters into Ltd dealing in shares enters into following:following:following:following:
� Sells shares of Reliance whose FMV is Sells shares of Reliance whose FMV is Sells shares of Reliance whose FMV is Sells shares of Reliance whose FMV is RsRsRsRs. 21 Lakhs to X Ltd.. 21 Lakhs to X Ltd.. 21 Lakhs to X Ltd.. 21 Lakhs to X Ltd.

� In In In In exchange exchange exchange exchange X X X X Ltd. Ltd. Ltd. Ltd. transfers 50000 shares of B transfers 50000 shares of B transfers 50000 shares of B transfers 50000 shares of B Pvt.Pvt.Pvt.Pvt. Ltd for Ltd for Ltd for Ltd for RsRsRsRs. . . . 

10 L. B. 10 L. B. 10 L. B. 10 L. B. Pvt.Pvt.Pvt.Pvt. Ltd as immovable property worth Ltd as immovable property worth Ltd as immovable property worth Ltd as immovable property worth RsRsRsRs. 2 Cr.. 2 Cr.. 2 Cr.. 2 Cr.

� What What What What would be cost of acquisition in books of would be cost of acquisition in books of would be cost of acquisition in books of would be cost of acquisition in books of Z Ltd?Z Ltd?Z Ltd?Z Ltd?

� RsRsRsRs. 10 L. 10 L. 10 L. 10 L
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ICDS ICDS ICDS ICDS VIIIVIIIVIIIVIII –––– BUCKET METHODBUCKET METHODBUCKET METHODBUCKET METHOD
SecuritySecuritySecuritySecurity CategoryCategoryCategoryCategory CostCostCostCost NRVNRVNRVNRV Lower of Lower of Lower of Lower of 

Cost or NRVCost or NRVCost or NRVCost or NRV

ICDS ICDS ICDS ICDS 

ValueValueValueValue

1111 Share AShare AShare AShare A 1000100010001000 750750750750 750750750750

2222 Share BShare BShare BShare B 1200120012001200 1500150015001500 1200120012001200

3333 Share CShare CShare CShare C 1400140014001400 1200120012001200 1200120012001200

4444 Share DShare DShare DShare D 2000200020002000 1900190019001900 1900190019001900

TotalTotalTotalTotal 5600560056005600 5350535053505350 5050505050505050 5350535053505350

5555 Deb.Deb.Deb.Deb. EEEE 1500150015001500 1600160016001600 1500150015001500

6666 Deb. FDeb. FDeb. FDeb. F 1050105010501050 900900900900 900900900900

7777 Deb. GDeb. GDeb. GDeb. G 1250125012501250 1350135013501350 1250125012501250

8888 Deb HDeb HDeb HDeb H 2200220022002200 2300230023002300 2200220022002200

TotalTotalTotalTotal 6000600060006000 6150615061506150 5850585058505850 6000600060006000

TotalTotalTotalTotal 11600116001160011600 11500115001150011500 10900109001090010900 11350113501135011350
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ICDS ICDS ICDS ICDS VIIIVIIIVIIIVIII –––– BUCKET METHODBUCKET METHODBUCKET METHODBUCKET METHOD

SecuritySecuritySecuritySecurity CostCostCostCost NRVNRVNRVNRV Lower of Lower of Lower of Lower of 

Cost or NRVCost or NRVCost or NRVCost or NRV

ICDS ICDS ICDS ICDS 

ValueValueValueValue

1111 1000100010001000 20202020 20202020

2222 1000100010001000 100100100100 100100100100

3333 1000100010001000 100100100100 100100100100

4444 1000100010001000 200200200200 200200200200

5555 1000100010001000 200200200200 200200200200

6666 1000100010001000 5000500050005000 1000100010001000

TotalTotalTotalTotal 6000600060006000 5620562056205620 1620162016201620 5620562056205620
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ICDS ICDS ICDS ICDS VIIIVIIIVIIIVIII –––– BUCKET METHODBUCKET METHODBUCKET METHODBUCKET METHOD
SecuritySecuritySecuritySecurity CostCostCostCost NRVNRVNRVNRV Lower of Lower of Lower of Lower of 

Cost or NRVCost or NRVCost or NRVCost or NRV

ICDS ICDS ICDS ICDS 

ValueValueValueValue

YEAR 1YEAR 1YEAR 1YEAR 1

1111 1000100010001000 500500500500 500500500500

2222 1000100010001000 100100100100 100100100100

3333 3000300030003000 3500350035003500 3000300030003000

TotalTotalTotalTotal 5000500050005000 4100410041004100 3600360036003600 4100410041004100

YEAR 2YEAR 2YEAR 2YEAR 2

1111 1000100010001000 2000200020002000 1000100010001000

2222 1000100010001000 500500500500 500500500500

3333 3000300030003000 4000400040004000 3000300030003000

TotalTotalTotalTotal 5000500050005000 6500650065006500 4500450045004500 5000500050005000

CA. Pramod Jain



ICDS ICDS ICDS ICDS VIIIVIIIVIIIVIII –––– SECURITIESSECURITIESSECURITIESSECURITIES
� Unlisted securities or listed but not quoted with Unlisted securities or listed but not quoted with Unlisted securities or listed but not quoted with Unlisted securities or listed but not quoted with 

regularity regularity regularity regularity ---- at actual cost initially recognised. at actual cost initially recognised. at actual cost initially recognised. at actual cost initially recognised. 

�Where Where Where Where actual cost initially recognised cannot be actual cost initially recognised cannot be actual cost initially recognised cannot be actual cost initially recognised cannot be 

ascertained ascertained ascertained ascertained by specific by specific by specific by specific identification, identification, identification, identification, then to then to then to then to be be be be 

determined on determined on determined on determined on FIFO or FIFO or FIFO or FIFO or weighted weighted weighted weighted averageaverageaverageaverage

� Part B is for Banks & PFIsPart B is for Banks & PFIsPart B is for Banks & PFIsPart B is for Banks & PFIs

�To To To To be classified, recognised be classified, recognised be classified, recognised be classified, recognised & & & & measured in measured in measured in measured in 

accordance with accordance with accordance with accordance with RBI guidelines in RBI guidelines in RBI guidelines in RBI guidelines in this regard this regard this regard this regard 

& & & & any any any any excess deduction not to be excess deduction not to be excess deduction not to be excess deduction not to be taken into taken into taken into taken into 

a/c. a/c. a/c. a/c. To this extent, To this extent, To this extent, To this extent, ICDS ICDS ICDS ICDS VI VI VI VI relating relating relating relating to forward to forward to forward to forward 

exchange contracts exchange contracts exchange contracts exchange contracts to to to to not apply not apply not apply not apply 
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ICDS ICDS ICDS ICDS VIIIVIIIVIIIVIII –––– PRACTICAL IMPLICATIONPRACTICAL IMPLICATIONPRACTICAL IMPLICATIONPRACTICAL IMPLICATION

� No DisclosuresNo DisclosuresNo DisclosuresNo Disclosures

� One can value its inventories of securities in One can value its inventories of securities in One can value its inventories of securities in One can value its inventories of securities in 

books of accounts as per Bucket method as no books of accounts as per Bucket method as no books of accounts as per Bucket method as no books of accounts as per Bucket method as no 

specific AS on same. Consequently no ICDS specific AS on same. Consequently no ICDS specific AS on same. Consequently no ICDS specific AS on same. Consequently no ICDS 

adjustment thereof.adjustment thereof.adjustment thereof.adjustment thereof.
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FORM 3CD FORM 3CD FORM 3CD FORM 3CD ––––CLAUSE CLAUSE CLAUSE CLAUSE –––– 13(E)13(E)13(E)13(E)
ICDICDICDICD

SSSS

Name of ICDSName of ICDSName of ICDSName of ICDS Increase in Increase in Increase in Increase in 

ProfitProfitProfitProfit

Decrease Decrease Decrease Decrease 

in Profitin Profitin Profitin Profit

Net (Net (Net (Net (RsRsRsRs.).).).) DescriptionDescriptionDescriptionDescription

VIIIVIIIVIIIVIII SecuritiesSecuritiesSecuritiesSecurities 4000400040004000 4000400040004000 Securities Securities Securities Securities 

valued at valued at valued at valued at 

cost or NRV cost or NRV cost or NRV cost or NRV 

scripscripscripscrip----wisewisewisewise

TotalTotalTotalTotal 4000400040004000

CA. Pramod Jain



IX IX IX IX –––– BORROWING COSTSBORROWING COSTSBORROWING COSTSBORROWING COSTS
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ICDS IX ICDS IX ICDS IX ICDS IX –––– BORROWING COSTSBORROWING COSTSBORROWING COSTSBORROWING COSTS

QUALIFYING QUALIFYING QUALIFYING QUALIFYING 
ASSETSASSETSASSETSASSETS

AS 16AS 16AS 16AS 16

Asset that Asset that Asset that Asset that 
necessary takes necessary takes necessary takes necessary takes 
substantial period substantial period substantial period substantial period 
to get ready for sale to get ready for sale to get ready for sale to get ready for sale 
which generally is which generally is which generally is which generally is 

12 months12 months12 months12 months

ICDSICDSICDSICDS

Tangible / Tangible / Tangible / Tangible / 
Intangible Assets Intangible Assets Intangible Assets Intangible Assets 

Inventories that Inventories that Inventories that Inventories that 
require 12 months require 12 months require 12 months require 12 months 
or more to bring to or more to bring to or more to bring to or more to bring to 
saleable conditionsaleable conditionsaleable conditionsaleable condition
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ICDS IX ICDS IX ICDS IX ICDS IX –––– BORROWING COSTSBORROWING COSTSBORROWING COSTSBORROWING COSTS
� ICDS does not include exchange ICDS does not include exchange ICDS does not include exchange ICDS does not include exchange 

differences arising from foreign currency differences arising from foreign currency differences arising from foreign currency differences arising from foreign currency 

borrowings to the extent that they are borrowings to the extent that they are borrowings to the extent that they are borrowings to the extent that they are 

regarded as an adjustment to interest cost regarded as an adjustment to interest cost regarded as an adjustment to interest cost regarded as an adjustment to interest cost 

as a borrowing costas a borrowing costas a borrowing costas a borrowing cost

�FAQ FAQ FAQ FAQ –––– Q 21 Q 21 Q 21 Q 21 –––– bill discounting charges are bill discounting charges are bill discounting charges are bill discounting charges are 

borrowing borrowing borrowing borrowing costscostscostscosts
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ICDS IX ICDS IX ICDS IX ICDS IX –––– BORROWING COSTSBORROWING COSTSBORROWING COSTSBORROWING COSTS

�Capitalization:Capitalization:Capitalization:Capitalization:

�Specific BorrowingSpecific BorrowingSpecific BorrowingSpecific Borrowing

�General BorrowingGeneral BorrowingGeneral BorrowingGeneral Borrowing

�Specific Borrowing:Specific Borrowing:Specific Borrowing:Specific Borrowing:

�Actual borrowing costs incurred during period Actual borrowing costs incurred during period Actual borrowing costs incurred during period Actual borrowing costs incurred during period 

on  funds so borrowed from the date funds on  funds so borrowed from the date funds on  funds so borrowed from the date funds on  funds so borrowed from the date funds 

borrowed borrowed borrowed borrowed 
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ICDS IX ICDS IX ICDS IX ICDS IX –––– BORROWING COSTSBORROWING COSTSBORROWING COSTSBORROWING COSTS
�Other than specific borrowing:Other than specific borrowing:Other than specific borrowing:Other than specific borrowing:

�Capitalization of general borrowing costs as Capitalization of general borrowing costs as Capitalization of general borrowing costs as Capitalization of general borrowing costs as 

per para 6 of ICDS IX formula to be done on per para 6 of ICDS IX formula to be done on per para 6 of ICDS IX formula to be done on per para 6 of ICDS IX formula to be done on 

assetassetassetasset----bybybyby----asset basis. FAQ asset basis. FAQ asset basis. FAQ asset basis. FAQ –––– Q 22Q 22Q 22Q 22

�Formulae BasedFormulae BasedFormulae BasedFormulae Based

� A A A A X B / CX B / CX B / CX B / C

�A A A A = borrowing costs incurred except on = borrowing costs incurred except on = borrowing costs incurred except on = borrowing costs incurred except on 

specific borrowings specific borrowings specific borrowings specific borrowings 
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ICDS IX ICDS IX ICDS IX ICDS IX –––– BORROWING COSTSBORROWING COSTSBORROWING COSTSBORROWING COSTS
� B = (excluding directly funded by specific borrowing)B = (excluding directly funded by specific borrowing)B = (excluding directly funded by specific borrowing)B = (excluding directly funded by specific borrowing)

�average of costs of qualifying asset as appearing in B/S of average of costs of qualifying asset as appearing in B/S of average of costs of qualifying asset as appearing in B/S of average of costs of qualifying asset as appearing in B/S of 

a person on a person on a person on a person on 1st 1st 1st 1st day & last day of PY; day & last day of PY; day & last day of PY; day & last day of PY; 

� in case the qualifying asset does not appear in the B/S of in case the qualifying asset does not appear in the B/S of in case the qualifying asset does not appear in the B/S of in case the qualifying asset does not appear in the B/S of 

a person a person a person a person on on on on 1st day, half of the cost of qualifying asset; or 1st day, half of the cost of qualifying asset; or 1st day, half of the cost of qualifying asset; or 1st day, half of the cost of qualifying asset; or 

� in case the qualifying asset does not appear in the B/S of in case the qualifying asset does not appear in the B/S of in case the qualifying asset does not appear in the B/S of in case the qualifying asset does not appear in the B/S of 

a person a person a person a person on on on on last day of last day of last day of last day of PY, PY, PY, PY, average of average of average of average of costs costs costs costs of qualifying of qualifying of qualifying of qualifying 

asset as appearing in asset as appearing in asset as appearing in asset as appearing in B/S B/S B/S B/S of a person on of a person on of a person on of a person on 1st 1st 1st 1st day of day of day of day of PY PY PY PY 

and on and on and on and on date date date date of put to use or completion, of put to use or completion, of put to use or completion, of put to use or completion, as as as as case may be case may be case may be case may be 

� C = average of amount of total assets as appearing in C = average of amount of total assets as appearing in C = average of amount of total assets as appearing in C = average of amount of total assets as appearing in B/S B/S B/S B/S of of of of 

a person a person a person a person on on on on 1st day & last day 1st day & last day 1st day & last day 1st day & last day of of of of PY, other than assets to the PY, other than assets to the PY, other than assets to the PY, other than assets to the 

extent they are directly funded out of specific borrowings extent they are directly funded out of specific borrowings extent they are directly funded out of specific borrowings extent they are directly funded out of specific borrowings 
� For this formulae qualifying asset For this formulae qualifying asset For this formulae qualifying asset For this formulae qualifying asset ---- if if if if it requires 12 months or it requires 12 months or it requires 12 months or it requires 12 months or 

more for acquisition or construction or productionmore for acquisition or construction or productionmore for acquisition or construction or productionmore for acquisition or construction or production) ) ) ) 

� If less than 12 months… no capitalization?If less than 12 months… no capitalization?If less than 12 months… no capitalization?If less than 12 months… no capitalization?
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ICDS IX ICDS IX ICDS IX ICDS IX –––– CESSATIONCESSATIONCESSATIONCESSATION

� Cessation of borrowing costs: Cessation of borrowing costs: Cessation of borrowing costs: Cessation of borrowing costs: ----

� In case of tangible fixed asset and intangible asset In case of tangible fixed asset and intangible asset In case of tangible fixed asset and intangible asset In case of tangible fixed asset and intangible asset 

when when when when first put to usefirst put to usefirst put to usefirst put to use; and; and; and; and

� In case of inventory when substantial activities In case of inventory when substantial activities In case of inventory when substantial activities In case of inventory when substantial activities 

necessary to prepare such inventory for its intended necessary to prepare such inventory for its intended necessary to prepare such inventory for its intended necessary to prepare such inventory for its intended 

sale are completesale are completesale are completesale are complete

� ICDS ICDS ICDS ICDS ---- silent on suspension of capitalization silent on suspension of capitalization silent on suspension of capitalization silent on suspension of capitalization 

during extended periods in which active during extended periods in which active during extended periods in which active during extended periods in which active 

development is interrupted.development is interrupted.development is interrupted.development is interrupted.
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ICDS IX ICDS IX ICDS IX ICDS IX –––– CESSATIONCESSATIONCESSATIONCESSATION
� ICDS ICDS ICDS ICDS –––– 1111stststst put to useput to useput to useput to use

�AS AS AS AS 16 16 16 16 –––– Cessation  when substantially all Cessation  when substantially all Cessation  when substantially all Cessation  when substantially all 

the activities necessary to prepare the the activities necessary to prepare the the activities necessary to prepare the the activities necessary to prepare the 

qualifying asset for its qualifying asset for its qualifying asset for its qualifying asset for its intended use intended use intended use intended use or sale or sale or sale or sale 

are complete, i.e. when the asset is are complete, i.e. when the asset is are complete, i.e. when the asset is are complete, i.e. when the asset is ready ready ready ready 

to be put to useto be put to useto be put to useto be put to use

�Difference between ready to be put to use Difference between ready to be put to use Difference between ready to be put to use Difference between ready to be put to use 

and put to use is important… and put to use is important… and put to use is important… and put to use is important… 

�Loan for vehicle. Interest between loan Loan for vehicle. Interest between loan Loan for vehicle. Interest between loan Loan for vehicle. Interest between loan 

taken and vehicle on road… capitalisetaken and vehicle on road… capitalisetaken and vehicle on road… capitalisetaken and vehicle on road… capitalise
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ICDS IX ICDS IX ICDS IX ICDS IX –––– CAPITALIZATIONCAPITALIZATIONCAPITALIZATIONCAPITALIZATION
CA. Pramod Jain

Date of Date of Date of Date of 
borrowingborrowingborrowingborrowing

Asset Asset Asset Asset 
purchasedpurchasedpurchasedpurchased

Asset Asset Asset Asset 
ready to ready to ready to ready to 
useuseuseuse

Asset Put Asset Put Asset Put Asset Put 
to useto useto useto use

ICDSICDSICDSICDS

Specific Specific Specific Specific 

borrowingsborrowingsborrowingsborrowings

General General General General 

borrowingsborrowingsborrowingsborrowingsASASASAS----16161616
Capitalization Capitalization Capitalization Capitalization 

PeriodPeriodPeriodPeriod



ICDS IX ICDS IX ICDS IX ICDS IX –––– FAQFAQFAQFAQ
� Q 20 Q 20 Q 20 Q 20 ----There  are  specific  provisions  in Act read  with  There  are  specific  provisions  in Act read  with  There  are  specific  provisions  in Act read  with  There  are  specific  provisions  in Act read  with  

Rules  under  which a portion of borrowing  cost  may  Rules  under  which a portion of borrowing  cost  may  Rules  under  which a portion of borrowing  cost  may  Rules  under  which a portion of borrowing  cost  may  

get  disallowed  u/ss  like  14A,  43B,  40(a)(i), 40(a) get  disallowed  u/ss  like  14A,  43B,  40(a)(i), 40(a) get  disallowed  u/ss  like  14A,  43B,  40(a)(i), 40(a) get  disallowed  u/ss  like  14A,  43B,  40(a)(i), 40(a) 

(ia),  40A(2)(b),  etc.  Whether  borrowing  costs  to  be  (ia),  40A(2)(b),  etc.  Whether  borrowing  costs  to  be  (ia),  40A(2)(b),  etc.  Whether  borrowing  costs  to  be  (ia),  40A(2)(b),  etc.  Whether  borrowing  costs  to  be  

capitalized under ICDScapitalized under ICDScapitalized under ICDScapitalized under ICDS----IX   should   exclude   portion   IX   should   exclude   portion   IX   should   exclude   portion   IX   should   exclude   portion   

of borrowing  costs  which   gets  disallowed   under  of borrowing  costs  which   gets  disallowed   under  of borrowing  costs  which   gets  disallowed   under  of borrowing  costs  which   gets  disallowed   under  

such specific  provisions?such specific  provisions?such specific  provisions?such specific  provisions?

� Capitalization shall exclude those borrowing costs Capitalization shall exclude those borrowing costs Capitalization shall exclude those borrowing costs Capitalization shall exclude those borrowing costs 

which are specifically disallowed under specific which are specifically disallowed under specific which are specifically disallowed under specific which are specifically disallowed under specific 

provision of the Actprovision of the Actprovision of the Actprovision of the Act

� Capitalization of borrowing costs shall apply for that Capitalization of borrowing costs shall apply for that Capitalization of borrowing costs shall apply for that Capitalization of borrowing costs shall apply for that 

portion of the borrowing cost which is otherwise portion of the borrowing cost which is otherwise portion of the borrowing cost which is otherwise portion of the borrowing cost which is otherwise 

allowable as deduction under the Actallowable as deduction under the Actallowable as deduction under the Actallowable as deduction under the Act
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ICDS IX ICDS IX ICDS IX ICDS IX –––– S. 36(1)(III)S. 36(1)(III)S. 36(1)(III)S. 36(1)(III)
� Finance Finance Finance Finance Act, 2015 Act, 2015 Act, 2015 Act, 2015 already amended Proviso already amended Proviso already amended Proviso already amended Proviso to to to to Section Section Section Section 

36(36(36(36(iiii)(iii) that the interest expenses incurred for )(iii) that the interest expenses incurred for )(iii) that the interest expenses incurred for )(iii) that the interest expenses incurred for 

acquisition of capital asset acquisition of capital asset acquisition of capital asset acquisition of capital asset uptouptouptoupto put to use shall not be put to use shall not be put to use shall not be put to use shall not be 

deductible.deductible.deductible.deductible.

� Provided Provided Provided Provided that any amount of the interest paid, in that any amount of the interest paid, in that any amount of the interest paid, in that any amount of the interest paid, in 

respect of capital borrowed for acquisition of respect of capital borrowed for acquisition of respect of capital borrowed for acquisition of respect of capital borrowed for acquisition of an asset an asset an asset an asset 

for the for the for the for the [[[[extension of existing business or professionextension of existing business or professionextension of existing business or professionextension of existing business or profession]]]]

(whether capitalized in the books of accounts or not), (whether capitalized in the books of accounts or not), (whether capitalized in the books of accounts or not), (whether capitalized in the books of accounts or not), 

for any period beginning from the date on which the for any period beginning from the date on which the for any period beginning from the date on which the for any period beginning from the date on which the 

capital was borrowed for acquisition of the assets till capital was borrowed for acquisition of the assets till capital was borrowed for acquisition of the assets till capital was borrowed for acquisition of the assets till 

the date on which the date on which the date on which the date on which such asset was first put to usesuch asset was first put to usesuch asset was first put to usesuch asset was first put to use, , , , shall shall shall shall 

not be allowed as deductionnot be allowed as deductionnot be allowed as deductionnot be allowed as deduction....
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ICDS IX ICDS IX ICDS IX ICDS IX –––– BORROWING COSTSBORROWING COSTSBORROWING COSTSBORROWING COSTS
� AS 16 AS 16 AS 16 AS 16 –––– Income earned on temporary Income earned on temporary Income earned on temporary Income earned on temporary 

investment of borrowings is to be deducted from investment of borrowings is to be deducted from investment of borrowings is to be deducted from investment of borrowings is to be deducted from 

borrowing costs.borrowing costs.borrowing costs.borrowing costs.

�No similar provision in ICDS?No similar provision in ICDS?No similar provision in ICDS?No similar provision in ICDS?

�Would be taxed as incomeWould be taxed as incomeWould be taxed as incomeWould be taxed as income
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ICDS IX ICDS IX ICDS IX ICDS IX –––– TRANSITIONAL PROVISIONTRANSITIONAL PROVISIONTRANSITIONAL PROVISIONTRANSITIONAL PROVISION
� All the borrowing costs incurred on or after All the borrowing costs incurred on or after All the borrowing costs incurred on or after All the borrowing costs incurred on or after 1.4. 1.4. 1.4. 1.4. 

2016 shall be capitalised for the previous year 2016 shall be capitalised for the previous year 2016 shall be capitalised for the previous year 2016 shall be capitalised for the previous year 

commencing on or after commencing on or after commencing on or after commencing on or after 1.4.2016 1.4.2016 1.4.2016 1.4.2016 in accordance in accordance in accordance in accordance 

with the provisions of this standard after taking with the provisions of this standard after taking with the provisions of this standard after taking with the provisions of this standard after taking 

into account the amount of borrowing costs into account the amount of borrowing costs into account the amount of borrowing costs into account the amount of borrowing costs 

capitalised, if any, for the same borrowing for capitalised, if any, for the same borrowing for capitalised, if any, for the same borrowing for capitalised, if any, for the same borrowing for 

any previous year ending on or before any previous year ending on or before any previous year ending on or before any previous year ending on or before 

31.3.2016 31.3.2016 31.3.2016 31.3.2016 

CA. Pramod Jain



ICDS IX ICDS IX ICDS IX ICDS IX –––– DISCLOSUREDISCLOSUREDISCLOSUREDISCLOSURE
�Accounting Accounting Accounting Accounting policy adopted for borrowing policy adopted for borrowing policy adopted for borrowing policy adopted for borrowing 

costscostscostscosts

�Amount Amount Amount Amount of borrowing costs capitalised of borrowing costs capitalised of borrowing costs capitalised of borrowing costs capitalised 

during the previous year. during the previous year. during the previous year. during the previous year. 

�AS AS AS AS ---- SimilarSimilarSimilarSimilar
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ICDS IX ICDS IX ICDS IX ICDS IX –––– PRACTICAL IMPLICATIONSPRACTICAL IMPLICATIONSPRACTICAL IMPLICATIONSPRACTICAL IMPLICATIONS
�Disclosure … same as per ASDisclosure … same as per ASDisclosure … same as per ASDisclosure … same as per AS

�Capitalize Interest if charged to revenue:Capitalize Interest if charged to revenue:Capitalize Interest if charged to revenue:Capitalize Interest if charged to revenue:

�For Qualifying assets as per AS For Qualifying assets as per AS For Qualifying assets as per AS For Qualifying assets as per AS asasasas well as well as well as well as 

ICDSICDSICDSICDS

�From date of ready to be put to use and put to useFrom date of ready to be put to use and put to useFrom date of ready to be put to use and put to useFrom date of ready to be put to use and put to use

�For For For For Qualifying Qualifying Qualifying Qualifying asset as per asset as per asset as per asset as per ICDS but not a  ICDS but not a  ICDS but not a  ICDS but not a  

Qualifying assets as per Qualifying assets as per Qualifying assets as per Qualifying assets as per AS: AS: AS: AS: 

�Interest charged to revenue as per books to be Interest charged to revenue as per books to be Interest charged to revenue as per books to be Interest charged to revenue as per books to be 

capitalized capitalized capitalized capitalized uptouptouptoupto the date of put of use the date of put of use the date of put of use the date of put of use including including including including 

for loan taken for vehicles from date of loan taken for loan taken for vehicles from date of loan taken for loan taken for vehicles from date of loan taken for loan taken for vehicles from date of loan taken 

till put on roadtill put on roadtill put on roadtill put on road
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ICDS IX ICDS IX ICDS IX ICDS IX –––– PRACTICAL IMPLICATIONSPRACTICAL IMPLICATIONSPRACTICAL IMPLICATIONSPRACTICAL IMPLICATIONS
�Exchange differences arising from foreign Exchange differences arising from foreign Exchange differences arising from foreign Exchange differences arising from foreign 

currency borrowings to the extent currency borrowings to the extent currency borrowings to the extent currency borrowings to the extent .. .. .. .. interest interest interest interest 

costcostcostcost

� In books revenueIn books revenueIn books revenueIn books revenue

� In computationIn computationIn computationIn computation

�If related to s. 43A If related to s. 43A If related to s. 43A If related to s. 43A –––– capitalizecapitalizecapitalizecapitalize

�If related to revenue If related to revenue If related to revenue If related to revenue –––– not borrowing but not borrowing but not borrowing but not borrowing but 

exchange differenceexchange differenceexchange differenceexchange difference
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FORM 3CD FORM 3CD FORM 3CD FORM 3CD ––––CLAUSE CLAUSE CLAUSE CLAUSE –––– 13(E)13(E)13(E)13(E)
ICDICDICDICD

SSSS

Name of Name of Name of Name of 

ICDSICDSICDSICDS

Increase Increase Increase Increase 

in Profitin Profitin Profitin Profit

Decrease Decrease Decrease Decrease 

in Profitin Profitin Profitin Profit

Net (Net (Net (Net (RsRsRsRs.).).).) DescriptionDescriptionDescriptionDescription

IXIXIXIX BorrowinBorrowinBorrowinBorrowin

g Costsg Costsg Costsg Costs

10000100001000010000 10000100001000010000 • Qualifying assets as Qualifying assets as Qualifying assets as Qualifying assets as 

per AS & ICDS per AS & ICDS per AS & ICDS per AS & ICDS –––– inttinttinttintt

from date of ready for from date of ready for from date of ready for from date of ready for 

use touse touse touse to date of put to date of put to date of put to date of put to 

use use use use ---- 2000200020002000

• Qualifying assets as Qualifying assets as Qualifying assets as Qualifying assets as 

per ICDS but not as per ICDS but not as per ICDS but not as per ICDS but not as 

per AS per AS per AS per AS uptouptouptoupto put to use put to use put to use put to use 

----3000300030003000

• Exchange Fluctuation Exchange Fluctuation Exchange Fluctuation Exchange Fluctuation 

loss being borrowing loss being borrowing loss being borrowing loss being borrowing 

cost as per AS 16 cost as per AS 16 cost as per AS 16 cost as per AS 16 ----

5000500050005000

TotalTotalTotalTotal 10000100001000010000
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FORM 3CD FORM 3CD FORM 3CD FORM 3CD ––––CLAUSE CLAUSE CLAUSE CLAUSE –––– 13(F)13(F)13(F)13(F)

ICDSICDSICDSICDS Name of ICDSName of ICDSName of ICDSName of ICDS DisclosuresDisclosuresDisclosuresDisclosures

IXIXIXIX Borrowing CostsBorrowing CostsBorrowing CostsBorrowing Costs • Refer to the Refer to the Refer to the Refer to the 

significant significant significant significant 

accounting policies accounting policies accounting policies accounting policies 

mentioned at Note mentioned at Note mentioned at Note mentioned at Note 

No. _ toNo. _ toNo. _ toNo. _ to the Financial the Financial the Financial the Financial 

StatementsStatementsStatementsStatements

CA. Pramod Jain



XXXX

PROVISIONS

CONTINGENT LIABILITIES

CONTINGENT ASSETS
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ICDS X ICDS X ICDS X ICDS X –––– PROVISIONS, CONTINGENT LIABILITIES / ASSETS PROVISIONS, CONTINGENT LIABILITIES / ASSETS PROVISIONS, CONTINGENT LIABILITIES / ASSETS PROVISIONS, CONTINGENT LIABILITIES / ASSETS 

� Provision to be recognized when Provision to be recognized when Provision to be recognized when Provision to be recognized when it is reasonably it is reasonably it is reasonably it is reasonably 

certain that an outflow of resources embodying certain that an outflow of resources embodying certain that an outflow of resources embodying certain that an outflow of resources embodying 

economic benefits will be required to settle the economic benefits will be required to settle the economic benefits will be required to settle the economic benefits will be required to settle the 

obligation obligation obligation obligation –––– AS 29 AS 29 AS 29 AS 29 –––– when it is when it is when it is when it is probableprobableprobableprobable

� No provision shall be recognised for costs that No provision shall be recognised for costs that No provision shall be recognised for costs that No provision shall be recognised for costs that 

need to be incurred to operate in the future need to be incurred to operate in the future need to be incurred to operate in the future need to be incurred to operate in the future 

�Where details of a proposed new law have yet to Where details of a proposed new law have yet to Where details of a proposed new law have yet to Where details of a proposed new law have yet to 

be finalised, an obligation arises only when the be finalised, an obligation arises only when the be finalised, an obligation arises only when the be finalised, an obligation arises only when the 

legislation is enacted  AS 29 legislation is enacted  AS 29 legislation is enacted  AS 29 legislation is enacted  AS 29 –––– virtual certain to virtual certain to virtual certain to virtual certain to 

be be be be enactedenactedenactedenacted
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ICDS X ICDS X ICDS X ICDS X –––– PROVISIONS, CONTINGENT LIABILITIES / ASSETS PROVISIONS, CONTINGENT LIABILITIES / ASSETS PROVISIONS, CONTINGENT LIABILITIES / ASSETS PROVISIONS, CONTINGENT LIABILITIES / ASSETS 

� Are the following Are the following Are the following Are the following provisions ? :provisions ? :provisions ? :provisions ? :

� Provision for expenses for march end i.e., telephone, Provision for expenses for march end i.e., telephone, Provision for expenses for march end i.e., telephone, Provision for expenses for march end i.e., telephone, 

electricityelectricityelectricityelectricity

� Provision for doubtful debtsProvision for doubtful debtsProvision for doubtful debtsProvision for doubtful debts

� Provision for diminution in value of long term Provision for diminution in value of long term Provision for diminution in value of long term Provision for diminution in value of long term 

investmentsinvestmentsinvestmentsinvestments

� Provision for taxesProvision for taxesProvision for taxesProvision for taxes

�WarrantiesWarrantiesWarrantiesWarranties

� Provisions for GProvisions for GProvisions for GProvisions for Gratuity ratuity ratuity ratuity 

� Provisions Provisions Provisions Provisions of employee benefits under AS 15 of employee benefits under AS 15 of employee benefits under AS 15 of employee benefits under AS 15 

covered by Act and not under ICDS. FAQ covered by Act and not under ICDS. FAQ covered by Act and not under ICDS. FAQ covered by Act and not under ICDS. FAQ –––– Q24Q24Q24Q24
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ICDS X ICDS X ICDS X ICDS X –––– PROVISIONS, CONTINGENT LIABILITIES / ASSETS PROVISIONS, CONTINGENT LIABILITIES / ASSETS PROVISIONS, CONTINGENT LIABILITIES / ASSETS PROVISIONS, CONTINGENT LIABILITIES / ASSETS 

� ICDS ICDS ICDS ICDS ---- For For For For recognition of Reimbursement of any recognition of Reimbursement of any recognition of Reimbursement of any recognition of Reimbursement of any 

expenditure, there should be a reasonable expenditure, there should be a reasonable expenditure, there should be a reasonable expenditure, there should be a reasonable 

certainty that reimbursement will be received as certainty that reimbursement will be received as certainty that reimbursement will be received as certainty that reimbursement will be received as 

per ICDS  per ICDS  per ICDS  per ICDS  ---- AS AS AS AS 29 29 29 29 ---- virtual certainly.virtual certainly.virtual certainly.virtual certainly.

� ICDS ICDS ICDS ICDS does not deal with recognition of does not deal with recognition of does not deal with recognition of does not deal with recognition of 

restructuring restructuring restructuring restructuring provision.provision.provision.provision.

� ICDS ICDS ICDS ICDS does not deal with discounting of provision does not deal with discounting of provision does not deal with discounting of provision does not deal with discounting of provision 

in case of decommissioning , restoration and in case of decommissioning , restoration and in case of decommissioning , restoration and in case of decommissioning , restoration and 

similar liabilities that are recognized as cost of similar liabilities that are recognized as cost of similar liabilities that are recognized as cost of similar liabilities that are recognized as cost of 

property , plant and equipment property , plant and equipment property , plant and equipment property , plant and equipment 
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ICDS X ICDS X ICDS X ICDS X –––– PROVISIONS, CONTINGENT LIABILITIES / ASSETS PROVISIONS, CONTINGENT LIABILITIES / ASSETS PROVISIONS, CONTINGENT LIABILITIES / ASSETS PROVISIONS, CONTINGENT LIABILITIES / ASSETS 

� Contingent asset to be recognised when Contingent asset to be recognised when Contingent asset to be recognised when Contingent asset to be recognised when it it it it 

becomes reasonably certain that inflow of becomes reasonably certain that inflow of becomes reasonably certain that inflow of becomes reasonably certain that inflow of 

economic benefit will arise. AS 29 economic benefit will arise. AS 29 economic benefit will arise. AS 29 economic benefit will arise. AS 29 –––– virtually virtually virtually virtually 

certain certain certain certain 

� ICDS excludes onerous contracts too, hence ICDS excludes onerous contracts too, hence ICDS excludes onerous contracts too, hence ICDS excludes onerous contracts too, hence 

expected loss cannot be recognised as expected loss cannot be recognised as expected loss cannot be recognised as expected loss cannot be recognised as provisionprovisionprovisionprovision

�Onerous contracts’ are those contracts where the Onerous contracts’ are those contracts where the Onerous contracts’ are those contracts where the Onerous contracts’ are those contracts where the 

costs involved with fulfilling the terms and conditions costs involved with fulfilling the terms and conditions costs involved with fulfilling the terms and conditions costs involved with fulfilling the terms and conditions 

of the contract are higher than the amount of of the contract are higher than the amount of of the contract are higher than the amount of of the contract are higher than the amount of 

economic benefit received from the contract itselfeconomic benefit received from the contract itselfeconomic benefit received from the contract itselfeconomic benefit received from the contract itself
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ICDS X ICDS X ICDS X ICDS X –––– TRANSITIONAL PROVISIONTRANSITIONAL PROVISIONTRANSITIONAL PROVISIONTRANSITIONAL PROVISION

� All All All All provisions or assets & related income provisions or assets & related income provisions or assets & related income provisions or assets & related income to to to to be be be be 

recognised for recognised for recognised for recognised for PY commencing PY commencing PY commencing PY commencing on or after on or after on or after on or after 

1.4.2016 in accordance 1.4.2016 in accordance 1.4.2016 in accordance 1.4.2016 in accordance with with with with ICDS X after taking ICDS X after taking ICDS X after taking ICDS X after taking 

into into into into a/c amount recognised a/c amount recognised a/c amount recognised a/c amount recognised if any, if any, if any, if any, for for for for any PY any PY any PY any PY 

ending ending ending ending on or before 31.3.2016 . Q 23 of FAQ:on or before 31.3.2016 . Q 23 of FAQ:on or before 31.3.2016 . Q 23 of FAQ:on or before 31.3.2016 . Q 23 of FAQ:
Provision required as per ICDS on 31.3.2017 for items Provision required as per ICDS on 31.3.2017 for items Provision required as per ICDS on 31.3.2017 for items Provision required as per ICDS on 31.3.2017 for items 

brought forward from 31.3.2016 (A)brought forward from 31.3.2016 (A)brought forward from 31.3.2016 (A)brought forward from 31.3.2016 (A)

3 3 3 3 CrsCrsCrsCrs

Provisions as per ICDS for FY 2016Provisions as per ICDS for FY 2016Provisions as per ICDS for FY 2016Provisions as per ICDS for FY 2016----17 (B)17 (B)17 (B)17 (B) 5 5 5 5 CrsCrsCrsCrs

Total Gross Provision (C) = (A)Total Gross Provision (C) = (A)Total Gross Provision (C) = (A)Total Gross Provision (C) = (A) + (B)+ (B)+ (B)+ (B) 8 8 8 8 CrsCrsCrsCrs

Less: Provision already recognised in computation of PYLess: Provision already recognised in computation of PYLess: Provision already recognised in computation of PYLess: Provision already recognised in computation of PY

2016201620162016----17 or earlier  (D)17 or earlier  (D)17 or earlier  (D)17 or earlier  (D)

2 2 2 2 CrsCrsCrsCrs

Net provision to be recognized as perNet provision to be recognized as perNet provision to be recognized as perNet provision to be recognized as per ICDS for AY 2017ICDS for AY 2017ICDS for AY 2017ICDS for AY 2017----

18 as per transition provision (E) = (C) 18 as per transition provision (E) = (C) 18 as per transition provision (E) = (C) 18 as per transition provision (E) = (C) –––– (D)(D)(D)(D)

6 6 6 6 CrsCrsCrsCrs
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ICDS X ICDS X ICDS X ICDS X –––– DISCLOSUREDISCLOSUREDISCLOSUREDISCLOSURE
� Provisions in respect of each class of provisions:Provisions in respect of each class of provisions:Provisions in respect of each class of provisions:Provisions in respect of each class of provisions:

� Brief description of the nature of the obligation; Brief description of the nature of the obligation; Brief description of the nature of the obligation; Brief description of the nature of the obligation; 

� Carrying amount at the beginning and end of the PY; Carrying amount at the beginning and end of the PY; Carrying amount at the beginning and end of the PY; Carrying amount at the beginning and end of the PY; 

� Additional provisions made during the PY, including Additional provisions made during the PY, including Additional provisions made during the PY, including Additional provisions made during the PY, including 

increases to existing provisions; increases to existing provisions; increases to existing provisions; increases to existing provisions; 

� Amounts used, that is incurred and charged against Amounts used, that is incurred and charged against Amounts used, that is incurred and charged against Amounts used, that is incurred and charged against 

the provision, during the PY; the provision, during the PY; the provision, during the PY; the provision, during the PY; 

� Unused amounts reversed during the PY; and Unused amounts reversed during the PY; and Unused amounts reversed during the PY; and Unused amounts reversed during the PY; and 

� Amt. Amt. Amt. Amt. of any expected reimbursement, stating of any expected reimbursement, stating of any expected reimbursement, stating of any expected reimbursement, stating amtamtamtamt of of of of 

asset asset asset asset that that that that is recognised is recognised is recognised is recognised for that expected for that expected for that expected for that expected reimbreimbreimbreimb....

� AS AS AS AS –––– SME exemptedSME exemptedSME exemptedSME exempted from these. But many other from these. But many other from these. But many other from these. But many other 

disclosures in AS disclosures in AS disclosures in AS disclosures in AS 
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ICDS X ICDS X ICDS X ICDS X –––– DISCLOSUREDISCLOSUREDISCLOSUREDISCLOSURE
� Contingent Assets:Contingent Assets:Contingent Assets:Contingent Assets:

� Brief description of the nature of the asset and Brief description of the nature of the asset and Brief description of the nature of the asset and Brief description of the nature of the asset and 

related income; related income; related income; related income; 

� Carrying amount of asset at the beginning and end Carrying amount of asset at the beginning and end Carrying amount of asset at the beginning and end Carrying amount of asset at the beginning and end 

of the PY; of the PY; of the PY; of the PY; 

� Additional amount of asset and related income Additional amount of asset and related income Additional amount of asset and related income Additional amount of asset and related income 

recognised during the year, including increases to recognised during the year, including increases to recognised during the year, including increases to recognised during the year, including increases to 

assets and related income already recognised; and assets and related income already recognised; and assets and related income already recognised; and assets and related income already recognised; and 

� Amount of asset and related income reversed during Amount of asset and related income reversed during Amount of asset and related income reversed during Amount of asset and related income reversed during 

the PY. the PY. the PY. the PY. 

� AS AS AS AS –––– no such disclosures, but have of liabilities, no such disclosures, but have of liabilities, no such disclosures, but have of liabilities, no such disclosures, but have of liabilities, 

etcetcetcetc
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ICDS X ICDS X ICDS X ICDS X –––– PRACTICAL IMPLICATIONSPRACTICAL IMPLICATIONSPRACTICAL IMPLICATIONSPRACTICAL IMPLICATIONS
� DisclosuresDisclosuresDisclosuresDisclosures

� Provisions, which are not as per ICDS to be Provisions, which are not as per ICDS to be Provisions, which are not as per ICDS to be Provisions, which are not as per ICDS to be 

disclosed in ICDS like:disclosed in ICDS like:disclosed in ICDS like:disclosed in ICDS like:

�Doubtful DebtsDoubtful DebtsDoubtful DebtsDoubtful Debts

� Investments Investments Investments Investments 
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FORM 3CD FORM 3CD FORM 3CD FORM 3CD ––––CLAUSE CLAUSE CLAUSE CLAUSE –––– 13(E)13(E)13(E)13(E)
ICDICDICDICD

SSSS

Name of ICDSName of ICDSName of ICDSName of ICDS Increase Increase Increase Increase 

in Profitin Profitin Profitin Profit

Decrease Decrease Decrease Decrease 

in Profitin Profitin Profitin Profit

Net (Net (Net (Net (RsRsRsRs.).).).) DescriptionDescriptionDescriptionDescription

XXXX Provisions, Provisions, Provisions, Provisions, 

contingent contingent contingent contingent 

Liabilities & Liabilities & Liabilities & Liabilities & 

Contingent Contingent Contingent Contingent 

AssetsAssetsAssetsAssets

5000500050005000 5000500050005000 • Provision for Provision for Provision for Provision for 

doubtful debts doubtful debts doubtful debts doubtful debts 

–––– 2000200020002000

• Provision for Provision for Provision for Provision for 

diminution in diminution in diminution in diminution in 

value of long value of long value of long value of long 

term term term term 

investments investments investments investments ----

3000300030003000

TotalTotalTotalTotal 5000500050005000
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FORM 3CD FORM 3CD FORM 3CD FORM 3CD ––––CLAUSE CLAUSE CLAUSE CLAUSE –––– 13(F)13(F)13(F)13(F)

ICDSICDSICDSICDS Name of ICDSName of ICDSName of ICDSName of ICDS DisclosuresDisclosuresDisclosuresDisclosures

XXXX Provisions, contingent Provisions, contingent Provisions, contingent Provisions, contingent 

Liabilities & Liabilities & Liabilities & Liabilities & 

Contingent AssetsContingent AssetsContingent AssetsContingent Assets

Provisions in respect of each class of Provisions in respect of each class of Provisions in respect of each class of Provisions in respect of each class of 

provisions:provisions:provisions:provisions:

• Brief description of the nature of the Brief description of the nature of the Brief description of the nature of the Brief description of the nature of the 

obligation; obligation; obligation; obligation; 

• Carrying amount at the beginning and Carrying amount at the beginning and Carrying amount at the beginning and Carrying amount at the beginning and 

end of the PY; end of the PY; end of the PY; end of the PY; 

• Additional provisions made during the Additional provisions made during the Additional provisions made during the Additional provisions made during the 

PY, including increases to existing PY, including increases to existing PY, including increases to existing PY, including increases to existing 

provisions; provisions; provisions; provisions; 

• Amounts used, that is incurred and Amounts used, that is incurred and Amounts used, that is incurred and Amounts used, that is incurred and 

charged against the provision, during charged against the provision, during charged against the provision, during charged against the provision, during 

the PY; the PY; the PY; the PY; 

• Unused amounts reversed during the Unused amounts reversed during the Unused amounts reversed during the Unused amounts reversed during the 

PY; and PY; and PY; and PY; and 

• Amt. of any expected reimbursement, Amt. of any expected reimbursement, Amt. of any expected reimbursement, Amt. of any expected reimbursement, 

stating  amt.stating  amt.stating  amt.stating  amt. of asset that is recognised of asset that is recognised of asset that is recognised of asset that is recognised 
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