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Amendments to Indian Accounting Standards 
 
MCA vide Notification dated 27.07.2020 has made changes to various Indian Accounting 
Standards, highlights of the changes are as follows: 
 
1. IND AS-1 & IND AS-8: Definition of ‘Material’ 

The meaning of   ‘Material’ transactions across all IND-AS’s have now been aligned with the 
definition in IND-AS 1 and IND-AS 8.  

‘Material’ as per the amendment is now defined as: 

“Information is material if omitting, misstating or obscuring it could reasonably be 
expected to influence decisions that the primary users of general purpose financial 
statements make on the basis of those financial statements, which provide financial 
information about a specific reporting entity”.  
 
The new definition of material helps a company determine whether information about an 
item, transaction or any other event should be provided to users of financial statements. 
However, companies sometimes experienced difficulties in using the previous definition of 
the term ‘material’ when making materiality judgements in the preparation of financial 
statements. The amendment comes into effect for reporting periods on or after 1.4.2020 
 

2. IND AS 10 : Deals with events occurring after the Balance Sheet Date 

There may be certain events occurring after the Balance Sheet date which do not reflect the 
position as at the Balance Sheet date i.e. non- adjusting events . However in accordance 
with the amendment,  if those items are material, the entity shall disclose the nature of the 
event and quantify the financial effect or make a statement that such an estimate cannot be 
made.  

3. IND AS 37 : Deals with Provisions, Contingent Liabilities and Contingent Assets 

In accordance with the amendment, if an entity starts implementing a restructuring plan or 
announces it’s main features to those affected, only after the reporting period, disclosure is 
required under Ind AS 10 - Events after the Reporting Period, if the restructuring is material 
and non-disclosure could reasonably be expected to influence decisions that the primary 
users of general purpose financial statements made on the basis of those financial 
statements, which provide financial information about a specific reporting entity.  
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4. IND AS 103 : Determination of what a business combination is: 
 
Business Combination means: A transaction or other event in which an acquirer obtains 
control of one or more businesses. Transactions sometimes referred to as ‘true mergers’ or 
‘mergers of equals’ are also business combinations as that term is used in this Ind AS. 
 
IND AS 103 fundamentally requires an entity to identify whether a transaction is a business 
combination in which the assets acquired must constitute a ‘business’, i.e., whether the 
assets would provide a return in the form of dividends, lower costs  or other economic 
benefits directly to stakeholders. In case the assets do not answer positively to this 
question, then it would have to account for the assets i.e. as an asset acquisition rather than 
as a business combination. The  conditions for  recognizing a transaction as  business 
combination are now  contained in paragraphs B5 to B12D ( as against earlier B5 to B12)  
and the amendment rules  aim at helping the entities to determine whether a transaction 
needs to be accounted for as an asset acquisition or as a business combination. The 
amendment comes into effect for reporting periods on or after 1.4.2020 
 
5. IND AS 109 and IND AS 107 ( Standards dealing with Financial Instruments and 

Disclosures about Financial Instruments respectively) 
 
Since the 2008 financial crisis, the robustness of LIBOR as a benchmark of banks funding 
costs has been questioned, leading to the creation of Alternative Reference Rates (ARRs) in 
several of the major currencies to enable a transition from LIBOR. The UK’s Financial 
Conduct Authority (FCA), which has supervisory oversight over the administration of LIBOR, 
announced in July 2017 that it will no longer compel LIBOR panel banks to submit rates for 
LIBOR after 2021. This has increased the uncertainty about the future of LIBOR and certain 
other rates or indices which are used as interest rate benchmarks. LIBOR is transitioning to 
Risk Free Rates (RFR) across 5 different jurisdictions across the world.  
 
The change in the interest rate benchmark has brought about a period of uncertainty in 
relation to hedge accounting requirements.  The amendments in IND-AS 107 and 109 
provide for exceptions during this period of uncertainty. This applies to reporting periods on 
or after 1.4.2020.  
 
6. IND AS 116: 

Due to the COVID-19 pandemic, many lessors have extended rent concessions to lessees. 
IND-AS 116 requires accounting for lease modifications as a separate lease in accordance 
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with the standard.  However, applying IND-AS 116 requirements for the changes to lease 
payments can pose practical difficulties in the current situation. To alleviate the problem, 
the ministry has amended the Rule giving entities relief from lease modification accounting 
only if they are due to the COVID related concessions. This applies to reporting periods on or 
after 1.4.2020.  

 

 CA, R.Krishnamurthy 
Dated – 30th July, 2020 


