
Accounting Standards 
for Local Bodies



To sensitise the participants on ASLBs 

Objectives

To understand this new area of practise objectively

To identify the scope for the profession 
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Finance-integrated municipal eGovernance system
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Definition of Accounting Standards

Accounting Standards Board (AcSB, Canada) define Accounting

Standards:

“Accounting standards specify how transactions and other events are

to be recognized, measured, presented, and disclosed in financial

statements. Their objective is to provide financial information to

investors, lenders, creditors, contributors, and others that is useful in

making decisions about providing resources to the entity”
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Need for ASLB

Accountability Consistency Efficiency Compliance

Budgeting
Investment 
decisions

Oversight
Clarity during 
the transition 

to accrual
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Accounting Standards for Local Bodies (ASLB)

• ASLBs have been developed by Committee on Public & Government

Financial Management (CPGFM - https://www.icai.org/post/committee-

on-public-and-government-financial-management)
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• ICAI has developed 31 ASLBs based on International Public Sector

Accounting Standards (IPSAS – https://www.ipsasb.org) normalising them

to Indian conditions and requirements

• ASLBs provide a consistent framework for financial reporting that can be

used to improve transparency, accountability, and comparability of

financial information of local bodies.

https://www.icai.org/post/committee-on-public-and-government-financial-management
https://www.ipsasb.org/


Role of CPGFM

 Committee on Public and Government Financial Management (CPGFM)

 Constituted by ICAI to assist Central & State Governments and Local Bodies in

successful implementation of the accounting reforms and public finance

management

 Main objective of the committee is formulating Accounting Standards for

Local Bodies (ASLBs)

 Has drafted 31 ASLBs

 Also focuses on capacity building of the finance officials of various tiers of

Government by various means such as organizing workshops, developing

relevant e-training modules, etc.7



Procedure for Issuing an ASLB
 Broadly, the following procedure is adopted for formulating Accounting Standards for

Local Bodies:

1. Determine the broad areas in which Accounting Standards need to be formulated and the
priority in regard to the selection thereof.

2. For the preparation of the Accounting Standards, the CASLB will be assisted by Study
Groups constituted to consider specific subjects. In the formation of Study Groups,
provision will be made for wide participation by various interest groups.

3. The draft of the proposed standard will normally include the following:

 (a) Objective of the Standard,

 (b) Scope of the Standard,

 (c) Definitions of the terms used in the Standard,

 (d) Recognition and measurement principles, wherever applicable,

 (e) Presentation and disclosure requirements,

 (f) Deviations, if any, from the corresponding International Public Sector Accounting
Standard (IPSAS), as an Appendix to the Standard.
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Procedure for Issuing an ASLB
4. The Committee will consider the preliminary draft prepared by the Study Group and if

any revision of the draft is required on the basis of deliberations, the CASLB will make
the same or refer the same to the Study Group.

5. The procedure for issuance of an Interpretation on any Accounting Standard for Local
Bodies will be the same as that for issuance of an Accounting Standard since the
authority of an Interpretation is the same as that of Accounting Standard for Local
Bodies to which it relates.

6. The Committee will circulate the draft of the Accounting Standard/Accounting
Standards Interpretation for Local Bodies to the Council members of the ICAI and the
following specified bodies for their comments*:
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1. Comptroller and Auditor General of India (C&AG)

2. Ministry of Urban Development

3. Controller General of Accounts

4. Ministry of Panchayati Raj

5. National Institute of Urban Affairs

6. Directorates of Local Bodies of the State Governments

7. Directorates of Local Fund Audit Department of the State Governments

8. Major Local Bodies

9. National Institute of Financial Management

10. Securities and Exchange Board of India

11. Any governmental Committee(s) or other similar body, e.g., the Technical Committee on Budget and Accounting
Standards for ULBs constituted by the Ministry of Urban Development.

12. The All India Council of Mayors

13. All India Institute of Local Self Government

14. Donors of funds to Local Bodies such as US AID, World Bank, etc.

15. The Institute of Cost and Works Accountants of India

16. The Institute of Company Secretaries of India

17. All the Indian Institutes of Management (IIMs)

18. Any other body considered relevant by the CASLB keeping in view the nature of the Accounting Standard.10



Procedure for Issuing an ASLB
7. The Committee will hold a meeting with the representatives of the selected specified

bodies to ascertain their views on the draft of the proposed Accounting
Standard/Accounting Standards Interpretation for Local Bodies. On the basis of
comments received and discussion with the representatives of specified bodies, the
Committee will finalise the Exposure Draft of the proposed Accounting
Standard/Accounting Standards Interpretation for Local Bodies*.

8. The Exposure Draft of the proposed Standard/Interpretation will be issued for
comments by the members of the Institute and the public. The Exposure Draft will be
sent to the specified bodies (as listed above), and other interest groups, as appropriate.

9. The Exposure Draft will be sent to any governmental Committee(s) or other similar
body, e.g., the Technical Committee on Budget and Accounting Standards for ULBs
constituted by the Ministry of Urban Development for sending comments on the
Exposure Drafts of the proposed Standard/Interpretation.

10. After taking into consideration the comments received, the draft of the proposed
Accounting Standards Interpretation for Local Bodies will be finalised by the
Committee and submitted to the Council.
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Procedure for Issuing an ASLB
11. The Council of the ICAI will consider the final draft of the proposed

Standard/Interpretation, and if found necessary, modify the same in
consultation with the Committee. The Accounting Standard/Accounting
Standards Interpretation on the relevant subject will then be issued by the
ICAI.

12. The ICAI will send the Accounting Standards so formulated to the
governmental Committee(s) or other similar body, e.g., the Technical
Committee on Budget and Accounting Standards for ULBs constituted by the
Ministry of Urban Development for recommending the same for
implementation by the State Governments to achieve uniformity in
preparation and presentation of financial statements by complying with the
requirements of the Accounting Standards for Local Bodies.

13. For a substantive revision of an Accounting Standard/Accounting Standards
Interpretation for Local Bodies, the procedure followed for formulation of a
new Accounting Standard/Accounting Standards Interpretation for Local
Bodies, as detailed above, will be followed.12



Procedure for Issuing an ASLB

14. Subsequent to issuance of an Accounting Standard/Accounting Standards
Interpretation for Local Bodies, some aspect(s) may require revision which
are not substantive in nature.

15. Accounting Standard/Accounting Standards Interpretation for Local Bodies.
The procedure followed for the limited revision will substantially be the
same as that to be followed for formulation of an Accounting
Standard/Accounting Standards Interpretation for Local Bodies, ensuring that
sufficient opportunity is given to various interest groups and general public
to react to the proposal for limited revision.
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Local Government in India
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PRIs ULBs



Accounting scenario in India

Central Government

State Government

Local Government (ULBs)

Cash basis of Accounting

Accrual Accounting
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Adoption of Accrual accounting globally

 According to International Federation of Accountants (IFAC)

• many governments have started moving to accrual accounting and 

are applying the IPSAS

 30% of jurisdictions reporting on accrual in 2020

 up 6% since 2018
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IPSASB and IPSAS

 The International Public Sector Accounting Standards Board (IPSASB) is an

independent standard-setting board

 Develops and promotes high quality financial reporting standards for governments

 IPSASB develops International Public Sector Accounting Standards (IPSASs) which

are designed to improve the quality and comparability of financial reporting by

Governments, including local governments

 IPSASs provide a comprehensive set of financial reporting requirements that cover

areas such as presentation of financial statements, recognition and measurement

of assets and liabilities, and inclusion of budget information in financial reporting
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Applicability of ASLBs

 ULBs in India are required to follow the accounting manuals prescribed by the

State Government based on NMAM (National Municipal Accounting Manual)

 ASLBs not mandatory for ULBs yet

 Apply only to items which are material

 CPGFM of ICAI addresses various issues that may arise from time to time with

regard to ASLBs and their implementation

 Flexibility for practitioners to adapt the ASLBs to the requirements of the ULBs

without compromising on the overarching principles laid out
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Adoption and implementation of ASLBs

• Implementation of ASLBs ideally taken up in three phases

Phase 1 –
Creating OBS and 

implementing 
accrual accounting

Phase 2 - After the 
implementation of 
accrual accounting

Phase 3 – After 
implementation 
(ULBs gaining 

maturity)
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ASLB Adoption Matrix

• Suggested for an ULB that has already adopted accrual 
accounting with software like Tally

• Out of 31 ASLBs issues TWO have been made mandatory for ICAI 
members in case they audit or certify the financial statements of 
ULBs

o ASLB 2 Cash Flow Statements

o ASLB 5 Borrowing Costs

for financial statements w.e.f. 1.04.2022 

(https://resource.cdn.icai.org/60819cpfgm49453.pdf) 
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https://resource.cdn.icai.org/60819cpfgm49453.pdf


ASLB adoption Matrix

21



22



23



24



Key issues in implementing ASLBs
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Mitigation strategies
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Progress so far

 In the last two decades ICAI has undertaken enormous efforts to 

develop ASLBs

 Although the ICAI has issued over 31 ASLBs, they are yet to be 

mandated for ULBs by the State Government

 The approach to adopting the ASLBs in phases needs to be 

understood by the implementers

 Specific strategies to handle the key issues highlighted need to be 

formulated
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Scope for Chartered Accountants

With regard to ASLBs

 Implementing ASLBs

 Training in ASLBs

 Audit

With regard to Accounting/Audit/Consulting

 Huge opportunities as individual consultants

 Working for/with larger organisations
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ICAI Resources
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https://www.niti.gov.in/sites

/default/files/2023-

01/transition-to-accrual-

accounting_0.pdf

https://cpgfm.icai.org/publications/

https://resource.cd

n.icai.org/69187cpf

gm55305.pdf

https://cityfinance.in/dashboard/

https://www.niti.gov.in/sites/default/files/2023-01/transition-to-accrual-accounting_0.pdf
https://cpgfm.icai.org/publications/
https://resource.cdn.icai.org/69187cpfgm55305.pdf
https://cityfinance.in/dashboard/


Implementation Timeline 
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Points from NITI - ICAI Study
 An overview as well as detailed writeups on reform journeys of study states
 Recommendations – Reform design and planning, reform implementation, 

resourcing & capacity creation, technology
 Critical Success Factors checklist: (a) State level (46 points) and (b) ULB level (34 

points)
 Indicative project timelines along with key milestones
 How accrual accounting can be used for better financial management?
 Overview of a finance-integrated municipal eGovernance system
 A snapshot of benefits derived by the early mover states
 Brief international case studies
 Overview of statutory provisions in state laws relating to accrual accounting 

(more detailed comparison available on www.cityfinance.in)
 Key recommendations in CFC and select SFC reports on municipal finance matters
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Finance-integrated municipal eGovernance system
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In summary

 Accrual accounting reforms are two decades old
 Enough experiences have been gained across states
 Both at national and state levels the importance has 

been recognized
 ICAI has issued enough guidelines and ASLBs in this 

regard
 Members should make full use of this available 

knowledge repository!
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Any Questions ?




