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AS 11
Effects of 
changes in 
Foreign 
Exchange Rates 



Scope of AS 11

 Accounting for foreign currency transactions 

o Initial recognition- exchange rate at date of transaction or average rates

o Monetary items

o Non monetary items

 Translation of financial statements of foreign operations 

o Integral operations 

o Non-integral operations

 Forward exchange contracts

o Contracts entered into for operations-

• Accounting in case of recognised assets or liabilities 

• Accounting in case of highly probable forecast transactions / firm commitments 

o Contracts entered into for trading or speculation
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 A S 1 1 requires translation of monetary items (foreign currency loans, EC Bs, etc.) at the closing rate 

 Exchange differences recognised in the profit or loss statement

 Para 46 A accounting for Ind AS- carried forward upto 1 April 2016

Varying alternative accounting treatments for the resulting gain 

or loss as follows:

Existing guidance/ regulation applies as follows:

Current accounting framework in India for foreign currency 
transactions

 For ‘long term monetary items”, choice to capitalise exchange differences into the cost of the 

asset or accumulate them in the Balance Sheet

 A S 1 6, paragraph 4(e) required recognition of exchange differences on foreign currency borrowings to 

the extent of the difference between local and foreign interest as interest costs

Ind AS transition



Available accounting alternatives for recognised exposures

Recognised in income 
statement

(AS 11)

Capitalised as part of a 
depreciable capital 

assets (para 46/46A)

Accumulated in 
FCMITDA (para 46/46A)

Borrowings

Long term   

Short term  X X

Debtors  X X

Loans given

Long term  X 

Short term  X X



Current accounting framework for derivatives

Foreign 
currency 

derivatives

Forward 
exchange 
contracts

Hedge of 
forecast 

transactions/ 
Firm 

commitment

AS 1 (MTM loss only) AS 30

Fair Value 
through P&L

Hedge 
accounting

Hedge 
against an 
underlying 
recognised 

asset/ liability

AS 11

Others
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 Applicability to companies that have adopted paragraph 46 / 46 A of AS 11

 Retrospective/ prospective application 

 Hedge accounting is required to be contemporaneous and cannot be applied ‘retrospectively

Recognition of MTM

MCA exemption from separation of borrowing cost component under AS 16

 Certain companies follow the ICAI guidance which does not permit recognition of any unrealised mark 

to market gains on derivatives.  However, certain companies recognise net gains or losses

Hedge accounting 

Accounting for  foreign currency transactions- practical issues

 Results in deferral of exchange gains and losses over a longer period

Capitalisation of exchange losses



AS 18
Related Party 
Transactions  



Identification of related parties

Universe of RPTs under AS 18

• As per AS 18, parties are considered to be related if at any time during the reporting period one party has the ability to control the 

other party or exercise significant influence over the other party in making financial and/or operating decisions

• The diagram below indicates the universe of related parties as per AS 18:

Direct or indirect interest in the voting power 

that results in control  or significant influence 

over the enterprise

1

An individual and his relative is related to Company 

if

KMP - those persons who have the authority and 

responsibility for planning, directing and 

controlling the activities of the reporting 

enterprise

Definition of relatives under AS 18, consists of the following relations who may be expected to influence, or be 

influenced by, that individual in his/her dealings with the reporting enterprise.

2

Entity Level

Holding, Subsidiary and Fellow Subsidiary Company

Fellow Subsidiary Company

An entity is related to a company if;

Associates and Joint Ventures

Investing Party or Venturer in respect of which the Company is an associate 

or joint venture

Enterprises owned by Directors or major shareholders of the Company

Enterprises having Common KMP of the Company

Enterprises over which any individual as mentioned in (1) is able to 

exercise significant influence

Individual

SpouseChildrenSiblingsParents
















Additional parties covered under Companies Act 2013-

 KMP and Directors of holding company

 All directors including Independent Directors of the reporting entity

 CS and CFO of the reporting entity

 Children’s spouse

!



Reporting Requirements

• The reporting requirements with respect to RPTs have increased and companies are required to 

report / disclose RPTs under the 2013 Act and AS 18. Different disclosure requirements are prescribed 

under the different frameworks and cover varied level of details.

• The diagram below summarises the reporting requirements:

Reporting requirements 

2013 Act AS 18

• Disclosure in the Corporate  
Governance section of 

the Board Report (Form AOC-2 )

• Form AOC-4 (filing with ROC)

• Covers RPTs not at arm’s length 

and other material RPTs

• Names of the related parties 
and their  relationship 

• Transaction details and 
outstanding balances 



Practical Examples

Example 1

Two companies have common Executive Chairman. Pursuant to AS 18, would these companies be 
considered to be related parties on this account?

Example 2
Is an associate of an associate a related party? To illustrate A Limited owns 30 per cent of the share capital of 
B Limited, while B Limited owns 25 per cent of share capital of C Limited. Would C Limited be considered as a 
related party of A Limited?

Example 3
Would X Limted be a related party of A Limited?

C Ltd

B LtdX ltd

60%

40%

A Ltd

60%

A

B
C

30%

25%

Example 4
Would B Limited be a related party of C in its 
financial statements?



AS 17
Segment 
Reporting  



Segment reporting

 AS 17 establishes principles for reporting financial information to help users to:

o better understand the performance of the enterprise

o better assess the risks and returns of the enterprise; and

o make more informed judgments about the enterprise as a whole

 Need for segment information

o assessing the risks and returns of a diversified or multi-locational enterprise

o these but may not be determinable from the aggregated data

o segment reporting may be based on geographical or business segment

 Disclosures in respect of primary segments-

o Segment revenue, results, assets and liabilities, tangible and intangible assets

o Depreciation and significant non-cash expenses 

 Reconciliation amounts disclosed in segment reporting to financial statements 



Segment reporting- determining reportable segments
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10% of combined revenue for all segments
(internal and external)

10% of absolute combined profit or 
combined loss (whichever is greater)

10% of combined assets for all segments

Reportable segments

Revenue

Profit or loss

Assets

But external revenue of reportable segments 
must be ≥ 75% of the revenue of the segments 

identified.

or

or



Segment reporting- forthcoming requirements under Ind AS
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Highest Level of management 

responsible for:

(a) Resource Allocation

(b) Performance Assessment

Chief Operating Decision 

Maker (CODM) is a 

function and not a 

title

One CODM per reporting 

entity

CODM could be body (e.g. 

board of directors) or

a person (e.g. CEO)

Determination driven by 

how the management (CODM) 

reviews performance 

internally

Combination of 

business or 

geographic 

segments possible

No reportable 

segment may not be 

an option going 

forward



Bases of identifying operating segments
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Products

Services 

Customers 

Geography

Legal Entity

Individual Plants 

Individual Propertie

s 



Questions & Answers

Questions

&

Answers



Thank You

CA Nirav Patel
+91 98206 03969
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