DRAFT


AS 25, Interim Financial Reporting 

AS 25 applies to an enterprise which is required or which elects to prepare and present an interim financial report i.e. a financial report containing either a complete set of financial statements or a set of condensed financial statements for an interim period which is shorter than a full financial year e.g., quarterly.

Definitions

Interim period is a financial reporting period shorter than a full financial year.

Interim financial report means a financial report containing either a complete set of financial statements or a set of condensed financial statements for an interim period.
	Para
	Checklist
	Y/N/NA
	W.P. reference

	1


	1. Has the enterprise elected, without a statutory or regulatory requirement, to prepare and present interim financial reports?

(If yes, the entire checklist would be applicable).


	
	

	
	2. Is the enterprise required to prepare and present interim financial reports by regulatory authorities e.g. clause 41 of the Listing Agreement and such requirement does not specifically mandate that AS 25 should be followed?

(If yes, only questions 3-11 and 21-40 which relate to recognition and measurement would be applicable as far as compliance of AS 25 is concerned. In addition the specific requirements of the statute/regulation will have to be followed).

	
	

	21
	3. Has the enterprise assessed materiality in relation to the interim period financial data in deciding how to recognise or disclose an item? 

	
	

	27
	4. Has the enterprise applied the same accounting policies in its interim financial statements as are applied in its last annual financial statements, with the exception for accounting policy changes made after the date of the last annual financial statements that would be reflected in the next annual financial statements?


	
	

	16, 27
	5. Have the measurements for interim reporting purposes been made on a year-to-date basis?

(Thus, if an estimate made in a previous financial statements (e.g., previous quarter) changes, it should be reported in the current interim financial statements.)


	
	

	36,37
	6. Has the enterprise not anticipated or deferred revenues that are received seasonally or occasionally within a financial year if anticipation or deferral would not be appropriate at the end of the enterprise’s financial year?  
(Examples of such revenues which should be recognised when they occur are dividend, government grants and seasonal revenues of retailers.)


	
	

	38
	7. In case the enterprise incurs any costs unevenly, has the enterprise anticipated (or deferred) only those costs incurred unevenly during a financial year whose anticipation (or deferral) would be appropriate in preparing the annual financial statements?


	
	

	40
	8. Have measurement procedures been designed to ensure that information in the interim financial report is reliable? 

(While measurements in both annual and interim financial reports are often based on reasonable estimates, the preparation of interim financial reports generally will require a greater use of estimation methods than annual financial reports.)

9. Has the enterprise made appropriate disclosure of all material financial information that is relevant to understanding the financial position or performance?


	
	

	42
	10. If there is a change in an accounting policy, has the enterprise restated the financial statements of prior interim periods of the current financial year (except when different transitional provisions are specified by an AS)?


	
	

	
	11. In case, the statute governing the enterprise requires it to prepare and present certain information at an interim date, has the enterprise complied with those requirements?


	
	

	
	The following questions do not apply to enterprises covered under question 2.

	
	

	10
	12. If the enterprise prepares and presents a complete set of financial statements in its interim financial report, then does the form and content of those statements conform to the requirements as applicable to annual complete set of financial statements?


	
	

	9
	13. If the answer to question above (12) is not applicable, does the interim financial report include, at a minimum, the following components:

a. condensed balance sheet;

b. condensed statement of profit or loss;
c. condensed cash flow statement; and

d. selected explanatory notes as specified in the standard (refer to question 18)?


	
	

	11
	14. If the enterprise prepares and presents a set of condensed financial statements in its interim financial report, then do the condensed statements include, at a minimum, 

· each of the headings and sub-headings that were included in its most recent annual financial statements ; and 

· the selected explanatory notes as required by the standard (refer to question 18)?


	
	

	11, 16
	15. Has the enterprise included those additional line items, notes or events the omission of which would make the condensed interim financial statements misleading or that are material to an understanding of the current interim period?

	
	

	12
	16. If the enterprise presents basic and diluted earnings per share (EPS) in its annual financial statements in accordance with AS 20, then has the enterprise presented basic and diluted EPS in accordance with AS 20 on the face of the statement of profit or loss (complete or condensed) for an interim period?


	
	

	13
	17. If the enterprise’s annual financial report included the consolidated financial statements in addition to the parent’s separate financial statements, then does the interim financial report include both the consolidated financial statements and separate financial statements (complete or condensed)?


	
	

	16
	18. Has the enterprise included the following information in the notes to its interim financial statements, if it is material and is not disclosed elsewhere in the interim financial report:

a. a statement that the same accounting policies are followed in the interim financial statements as those followed in the most recent annual financial statements or, if those policies have been changed, a description of the nature and effect of the change;

b. explanatory comments about the seasonality of interim operations;

c. the nature and amount of items affecting assets, liabilities, equity, net income, or cash flows that are unusual because of their nature, size, or incidence (see AS 5 para 12-14);

d. the nature and amount of changes in estimates of amounts reported in prior interim periods of the current financial year or changes in estimates of amounts reported in prior financial years, if those changes have a material effect in the current interim period;

e. issuances, buy-backs, repayments and restructuring of debt, equity and potential equity shares;

f. dividends, aggregate or per share (in absolute or percentage terms), separately for equity shares and other shares;
g. segment revenue, segment capital employed (segment assets minus segment liabilities) and segment result for business segments or geographical segments, whichever is the enterprise’s primary basis of segment reporting (required only if the enterprise is required, in terms of AS 17, to disclose segment information in its annual financial statements);

h. material events subsequent to the end of the interim period that have not been reflected in the financial statements for the interim period;
	
	

	
	i. the effect of changes in the composition of the enterprise during the interim period, such as amalgamations, acquisition, disposal of subsidiaries and long-term investments, restructurings, and discontinuing operations; and

j. material changes in contingent liabilities since the last annual balance sheet date?

	
	

	18
	19. Do interim reports include interim financial statements (condensed or complete) for the following periods (except where the enterprise prepares an interim financial report for the first time in accordance with AS 25):

a. balance sheet as of the end of the current interim period and a comparative balance sheet as of the end of the immediately preceding financial year;

b. statements of profit and loss for the current interim period and cumulatively for the current financial year to date, with comparative statements of profit and loss for the comparable interim periods (current and year-to-date) of the immediately preceding financial year;

c. cash flow statement cumulatively for the current financial year to date, with a comparative statement for the comparable year-to-date period of the immediately preceding financial year?

	
	

	25

26


	20. If an estimate of an amount reported in an interim period is changed significantly during the final interim period of the financial year but a separate financial report is not prepared and presented of that final interim period, then has the enterprise disclosed the nature and amount of that change in estimate in a note to the annual financial statements for the financial year?

(Examples include changes in estimate in the final interim period relating to inventory write-downs, restructuring, or impairment losses that were reported in an earlier interim period of the financial year.)


	
	

	A 3.1
	21. Has the enterprise calculated a provision in respect of gratuity and other defined benefit schemes for an interim period on the basis of year-to-date by using the actuarially determined rates at the end of the prior financial year, adjusted for significant market fluctuations since that time and for significant curtailments, settlements, or other significant one-time events?


	
	

	A 3.2
	22. When a major planned periodic maintenance or overhaul or other seasonal expenditure is expected to occur late in the year, has the enterprise provided for it for interim reporting purposes only when the event has caused a present obligation?

(An enterprise should not anticipate and provide for a cost of a major planned periodic maintenance or overhaul or other seasonal expenditure that is expected to occur late in the year unless an event has caused the enterprise to have a present obligation.  For example, if an airline has taken an aircraft on, say, a one-year lease and the lease agreement requires the lessee to overhaul the aircraft at the end of the lease term, a present obligation exists to overhaul the wear and tear caused at the end of each interim period within the one year lease period.  Similarly, penalties or clean-up costs for unlawful environmental damage caused during the interim period would have to be provided for.  However, the mere intention or necessity to incur expenditure related to the future is not sufficient to give rise to an obligation.)

	
	

	A 3.3
	23. Has the enterprise applied the same criteria for recognising and measuring a provision at an interim date as it would at the end of its financial year?

(The existence or non-existence of an obligation to transfer economic benefits is not a function of the length of the reporting period.  It is a question of fact subsisting on the reporting date.)


	
	

	A 3.5
3.4
	24. Has the enterprise provided for the bonus for interim reporting purposes if:

· the bonus is a legal obligation or an obligation arising from past practice for which the enterprise has no realistic alternative but to make the payments, and

· a reliable estimate of the obligation can be made?

(The nature of year-end bonuses varies widely.  Some are earned simply by continued employment during a time period.  For example, if a company has an established past practice whereby a bonus is paid on Diwali to the extent of one month’s salary.  In this case, it seems the enterprise has no realistic alternative but to make the payments.  Therefore, pro rata recognition of bonus should be made on an estimated basis.  However, bonuses that are purely discretionary may not be provided for.)

	
	

	A 3.6
	25. Has the enterprise applied the definition and recognition criteria for an intangible asset in the same way in an interim period as in an annual period?

26. When the recognition criteria for an intangible asset are not met, has the enterprise recognised the costs incurred before the recognition criteria is met as expense?

	
	

	
	(Deferring costs as assets in an interim balance sheet in the hope that the recognition criteria will be met later in the financial year is not justified.)

	
	

	A 3.7
	27. Has the enterprise not recognised an obligation at an interim financial reporting date for such costs that have not been incurred as they do not meet the definition of a liability?

(An enterprise’s budget may include certain costs expected to be incurred irregularly during the financial year, such as employee training costs.)

	
	


	Para
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	Y/N/NA
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	A 3.8
	28. Has the enterprise accrued interim period income tax expense using the tax rate that would be applicable to expected total annual earnings (i.e., the estimated average annual effective income tax rate applied to the pre-tax income of the interim period)?


	
	

	A 3.9
	(The estimated average annual income tax rate would reflect the tax rate structure expected to be applicable to the full year’s earnings including enacted or substantially enacted changes in the income tax rates scheduled to take effect later in the financial year.  The estimated average annual income tax rate would be re-estimated on a year-to-date basis.  


	
	

	A 3.12
	29. If the financial reporting year and the income tax year differ, has the enterprise measured the income tax expense for the interim periods using separate weighted average estimated effective tax rates for each of the income tax years?


	
	

	A 3.14
	30. Has the enterprise anticipated tax benefits (e.g., deductions/exemptions provided in tax statutes) for the full year in computing the estimated annual effective income tax rate?


	
	

	A 3.14
	31. Has the enterprise not blended the tax benefits that relate to a one-time event into a single effective annual tax rate?


	
	

	A 3.15
	32. Has the enterprise recognised a deferred tax asset in respect of carry forward tax losses only when it is virtually certain that future taxable income will be available against which the deferred tax assets can be realised?


	
	

	A 3.17
	33. Has the enterprise recognised volume rebates or discounts and other contractual changes in the prices of goods and services in interim periods if it is probable that they will take effect?

(Discretionary rebates and discounts are not anticipated.  However, if contractual volume rebates and discounts are granted by a supplier to a purchaser on a “stepped” basis and calculated based on the volume or value of purchases during a certain period, for example, a full year.  Both the buyers and sellers should anticipate volume rebates and other contractual price adjustments
	
	

	
	if it is probable that these will be earned.  The percentage to be used to determine the rebate to be recognised by both the seller and the purchaser should reflect the expected sales volume for the full year.  When the enterprise cannot make a reliable estimate of total expected annual purchases, a percentage based on the volume purchased at the interim date may be applied.)


	
	

	A 3.18
	34. Has the enterprise provided for depreciation and amortisation for an interim period based on assets that are owned during that interim period?


	
	

	
	35. Has the enterprise stopped amortising or depreciating an asset from the date the asset is retired from active use and held for sale?


	
	

	A 3.19
	36. Has the enterprise measured inventories for interim financial reporting by the same principles as at the financial year end?


	
	

	A 3.20
	37. Has the enterprise determined the net realisable value of inventories by reference to selling prices and related costs to complete and sell the inventories?


	
	

	A 3.20
	38. Has the enterprise reversed a write-down of inventories to net realisable value in a subsequent interim period on the same basis as it would be at the end of its financial year?


	
	

	A 3.21
	39. Has the enterprise measured the foreign currency translation gains and losses in accordance with AS 11?


	
	

	A 3.22
	40. Has the enterprise applied the same impairment tests, recognition and reversal criteria at an interim date as it would be at the end of its financial year?

(Impairment testing at the interim stage does not mean that an enterprise must necessarily make a detailed impairment calculation at the end of each interim period.)
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1

