
      Ind As 8 - Accounting policies,  Changes in Accounting Estimates and Errors






















































































Parampara Imatistha Anushaasan

C Accounting policies
specific principles Bases Conventions mules and Practices applied by entity
in preparing and presenting financial statements

principles to prepare Ffs applying all Ind As
Bases cashon Accrual FIFO on weighted Average CustomRevaluationmodel
conventions constructive obligations to pay Bonus
Mules Goodwin once impaired cannot be reversed
Practices PastExperiences improvement

Examples of Alcounting policies
1 Prepare and Preheat Fls applying od Ird as
2Inventories Fi Fo on weightedAverage Lifo notallowed
3 PREomIntangibleassets Sublevently costmodel on Revoltmodel
h Investment property costmodel only
5 Cash Flowstatement Direct method on indirectmethod
6 when Revenue should be recognised

How to select and apply accounting policies

Firstly Apply specific Ind as

secondly th the Absence of specificandAs Management shall use its
judgement in developing and applying accounting policies that is
a Relevant to decision making needs of users and
6 Reliable in that the Financial statements
lil Represents Faithfully FinancialpositionBls Financial performance rt and
CaenFlows

in neutral free from Bias iii prudent
in complete in all material aspects x Reflectsubstanceovenborn










































































In making Judgement management shall nefen to RAFA

is Ind as dealing with similar and related issues
ii conceptual Framework Don FinancialReporting under Ind As
iii MostRecent Pronouncement of IASB International accounting standard

Board
in others standard setting Bodies that uses similar conceptual Framework
4 other Allocating literature and accepted Industry Practices

Entity shall select and apply its accounting policy consistently pom
similar transactions other events and conditions unless find As permits
change so that users be able to compare Ffs over time to identify trends
in its Financial position Financial performance and cash Flows

Reasons tobeprovided in notes to recoup as
towhy

accounting policy is charged
Change in accounting policy
An Entity Shall change its Accounting policy only if
it change is required by fad as From IndAereo trans167
ii Result in Fla providing more reliable and relevant information about
effects of transactions events on conditions on entity's financial position
Financial Plenbonmance and cash Flows 4910 if morerelevant for users
to thee economic decisions
































































Following are not changes in Accounting policies
1 the application of an accounting policies for transactions other events

on conditions that differ in substance from those previously occurring

Alepolicychanged due to charge ofmannerof business is not acharge inAlepolicy
9 referbelow Example

2 Application of new accounting policies ton transactions other events on
conditions that did not occur previously on were immaterial
V

How to apply change in accounting policy

of Shange in accounting policy due to if change in Alpmade voluntarily 07
new Ind as 954amIed a 17to Inda1167 IfEndAsdonotcontain transitionprovision
Generally standard itselfprovidetransitional in such case It shall apply the
Provisions Retrospective Prospective modified change metrospear
Metrospective In SuchCase Entityneeds to

Y

follow transitional provisions accordingly

Matei Early application of Ind As is not a voluntary change in
accounting policy


























































































when a change in accounting policy is applied RETROSPECTIVELY

the entity shay

ilAdjust opening balance of each affected component of Equity bom
earliest prion period presented Retainedearnings

ii Adjust other comparative amount disclosed bon each prion period
presented as if new accounting policy had always been applied

Inventories
change in Inventory measurement from Fifo to weighted avenge

Dy 2002
01 ey

20014

31StMany2000 31StManch200131Stmary202 31Stomach2003 31Stmanch2004

Increase invalueofDecrease invalue Increase invoke Inc involveof Increase invalue

inventory dueto of inventory due of inventory dueinventorydueto ofDaventrydue
costFormulachange tocostFormula tocostFormula costformula tocost formula
15000 t change change change

6000C 285004
Me

Fito7 425000 E 9000 t E 630017
weary 490000

Commentyeen s 2003 oh 1stBalance sheet 2004
Previous yean 7 2002 03 CodBalanceSheet 20037

To Apply change in Accounting policy retrospectively Entity should prepare
third Balance sheet at Beginning of Earliest Reporting period
Comment Reporting period 72003 oh
EarliestReporting period 2002 03 4since comparatives Prepared bon

oneyear
i Beginning of Earliest Reporting Period 1stApril 2002

Third Balance sheet1.4.2002
Retained EarringsP 18000 Inventories T 18000
495000 6000 90007

Then Prepare Restated comparative Fts CommentFls using third Bsheet


























































































31Stmoron2000 31Stmoaned

leaving indenting FF 3500001
closing inventory w.AM 9765000

TradingAt Theatre
OpInventory 500000 Can 1500000

OpIng 150009
puncher 900000dogtooth 19496 gpay nooo

down 9000
GP 450000

15000

465000

CharlotYeon Joon oh third Blsteet
Previousyear

2002 07 7 Day I 1.4.2002

31 7 02

galop 500000 PDE 800000

off 1000000 I p 900000

Duelling 200000

Kid yoooo
Mathis 525000
Cash 275000

1.4.2002 third Discreet
garcon 500000 PDE 800000

Off 1000000 I p 900000

RE 18000 1018000 papers 525000 18000 543000

Duelling 200000 cash 275000

Kid 300000

Bsheet cy
2003 04 201 o

Inventories w.am W Am

6300T 85004

pie
1045 WAM WAM


























































































1 Building 2 Building
A TPE
PRE

I E
Reva model perf model

a

changefromReva model Purposeofusechanged FromPPEto Investmentproperty
tocostmodel own it manner of business changed
deny in Ffs prov mode a
delicateIndelevantinto Ind n yo wig we appliednow instead of
A TidAs16

Charge in Accounting Tad of no alloy only costmodel
policy I

Rea mody costmodel

This is not a chafe in Alc policy

Balancesheet companies

Cy N.y
1StBISHet 2ndBlsheet


























































































99 Inventories consured

ThirdBluey Central 1190011 Cogs
RetainedGangs 423m to tarentonies

f Increase in 10m fulentory n com reversal

BEavis 433m Inventories

to cogs

200203 2001 02

Interpreter5m Inventories 5m

Pools 5m Tocogs 5m

Statementopple

2002 13 2001 02

Revenue 324 296
1045 168 1597

173 5 164 5
G p 156 177
Epperly 837 1777

Net Profit 73 68 6758

Retained Saeng RE new BE Cold
RetainedEarrings him 921m

1.9.2001 friedpls 10m
433m 923m

41 2001 02 RevisedProfit 63m 58m
496M 481m

A 2002 O Parfit 73m 68m

BEarnings9313.03 569m 5h9m











































200809 200708 2006 07

93 1142001 OY PY PY
CA ofAsset nooo X X
Fv Increase 6000

17000 s TB of Asset 11000 I.DT2 60006307

1800

1 Asset 6000

Revelation surplus og gooo

2 Revd'shoping 1800

TO DTL 1800
OR

1 And 2 Asset 6000

TOReval'ssurplus 4200
TO DTL 1800

h 2001 Revised CA of asset often Radiation 17000


























































































3132002 Deprivation New Basis 2000 7 CA 141.3027 15000

Dept already changed 1500

i Additional Dept 500

3 Dept
go

7 CT
to meet To P 50


























































































2 Change in Accounting Estimates
Theme are many uncertainties in business activities and themebone many
items in Fls can only be estimated
Estimation involves based on latest and reliable information

Estimation may be regained of
1 Bad debts Expected Credit 1055 as pen End As 1097
2 Fain value of Financial assets and financial liabilities
3 Warranty obligations
h Usher lives am expected pattern of consumption in Depreciable Assets
5 Expected Residual Value of PPE on Intangible assets
6 Inventory Obsolescence NRU

An estimate may need revision as a result of new information on
more experience

By its nature Revision of an estimate does not relate to prion
periods and its not the connection of an Canmore

Accounting treatment for change in Accounting Estimates

The effect of change in accounting Estimates shall be recognised
PROSPECTIVELY in profit on loss in
e The period of change it change affects that period only
ii the period of change and Futureperiods it change affects both

SBP scheme
Meeting period Byears
Fairvalueofoption 600000 explistyn 200000

i Expenses every year 6000geons
200000

After Istynard Fain value chafed to E 800000 Expv9.7 337133

1 Additional 200000 expenses split in 2nd 2ndyear
May 216687sooooo

7 an



































Example266667

Provision

31 Menon 2002

Warrantyapp Pfe 100000

TO Provisionforwoodenly Lia 100000

Nextyear 12002 037

ProvisionforwaaaayEpp
100000 womanlytyploll 150000

wannonfy Epp Pla 100000 To Provforwanaty 15000
To Book 200000

2002 OT

Expenses recopied in Pk 9100000 150900 7 250000
Prov for wannety Cia 4 150000


























































































2 ERRORS
IndAs 8 deals with treatmentofEmmons taken place in pastbutnotdiscovered
at thattime subsequently when discovered it is necessary to connectsuch emmons
in Fls

Prion Period Emmons are ommissions brem and misstatements in entity's
Ffs for one on more prion periods arising from baitme to use onmisuse
of reliable information that
a Wasavailable whenFls for those periods were approved for issue and
b Could reasonably be expected to havebeen obtained and taken intoaccount
in preparationand presentation of those Fls

Common typesofERRORS

ofMathematical Mistakes Eq among calculations Emmons in totals lanny
forward ofwrong balances ex Emmons of commission

b Ommissions mistakes happened due to commission to meand a materia
transactions due to oversight

9 Frauds Major thefts undetected in the past

d Misinterpretation of Facts Adjusting Events on non Adjusting Events

4 Mistakes in applying accounting policies Eg As a general rule assetsand
Liabilities and income and expenses should not be offset unless permitted
by Ind As

Treatment of Emmons
l Potential Emmons of comment period connected before FIS Ame
approved for issue






























































































2 Prion Period Emmons discovered subsequently connected in comparative
information presented in Fls

Situation't situation 2
Emmons discovered relates to
comparative prion periodpresented

Emmons discovered relates to period
beforeearliest comparative prion period
presented

Restate the comparative amounts Restate the opening balance of Assets
Gon the prion period presented liabilities and Equity Retained Earnings
in which ennon occurred boy the earliestprion period presented

CommentMan PreviousYear i e To prepare third Balance sheet
2003 09 2002 03 CommentMary PreviousYear

Adjustmentof 2003 09 2002 037
Emmons A

Third Balancesheet not required Comparatives

Third BSheet prepared on 1.4.2002
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CY pry
redder

104000 73500
80000 600007

show 11500
7007 140507
16800 9450

must aq Yaar

statementofPll comparatives
e4 12009057 Pay Crested Dry forigind

Gold 104000 73500 73500
cogs 1800007 60000 535007

PBT 24000 13500 20000

tap hot 7200 40507 460007

Profit 10800 9450 14000

BEPSQDEPSGPMI.gs 3.36 1.89

statement ofsages in Equity
Gcap AEarnings Told

1.4.2007 50000 20000 70000

Profit2007 04 9450 9450
29450 79750

a Profit 209 05 16800 1

1671.705 50000 46250





































Sales during 2002 Oz

Provision Don womanly Ep X

2007 01 7 Epperly incurred to repair defect 100000

I
charge inAfcEst

wateryEgp 94 100000 h
To Bank 100000

Warnaty Epperly 20000
To Bar Dog

200203 COGS 15000

CostofInventory 215000 To Inventory
150gWRX crow lower

costof invatry 1500 cogs



2002 03
castofInventory 15000

NRU

918000 sorry
713000 lover

Inventory 13000

Thing Mls 7 1.9.2002
Third Mls

100000

RIE 10000 Mach 100007

90000

Stalling ofPlo 2003 oh 20oz 03
Cy pry

Dep 10000 100007

Colt 100000

A Dep 31302 10000

ADep 71103 10800711.4

am an
15


