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Changes in Accounting Policies
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Net profit or loss B Priorperiod c Changes in D Changes in

forthe period items Acc Est Acc Policies

Ordinary Activities
i Ordinary But Exceptional
items
ii Extraordinary items

A Net profit or loss for the period
All items of incomes a expenses shouldbe partof PII

Exception If any AS suggests a differenttreatment ofexp income
then follow that AS
Ceg Instal exp on Machine Capitalised as perAS 10
Int Exp on QualifyingAsset s n as per ASIG

The Foll components discussed below should be disclosed on the
face of PLL

Profit or loss from OrdinaryActivities
Anyactivity which is undertaken as a part of Busn 4 related
activities which are incidental or arising from main activities

Eg Sale ofgoods revenue from services Interest Income Exp Salariesetc



i Ordinary But Exceptional items aka ordinary that requireseparate
The foll items are ordinary activities but their size or nature
such that they require separatedisclosure
Examples
i Write down of Inventories to MAY 4 its reversal
ii Cost incurred on restructuring activities

ii Disposal of long term Invst PPE

iv litigation settlement GST demand notice Income Tax Demand
Notice etc

x Arrearspayable to workers for revision of wages with retrospective
effect etc

Ii Extra ordinary items
These are incomes on exp that arise fromevents or transactions
that are clearly distinct from ordinary activitiesANDOtherefore are
NOT expected to occur frequently or regularly
Nature Amt of each extraordinary item should be separatelydisclosed
n PII such that its impact on current PII can be perceived
Examples
lossbyfire floods earthquakes etc
Attachment seizure of property
Refund ofgovtgrant ord

Sale ofproperty due to Financial liquidity issue Scraps

sure
life

propeutyylifexsaleExcerCPP.EblifexsaleExtralliq.i's



B Prior period item PPI

PPI are incomes or expenses which arise in currentperiod as a

result of Errors or Omissions in FS of one or more prior periods

Errors may occod as a result of
Mathematicalmistakes
Mistakes in applying Acc Policy
Misinterpretation of facts
Oversight failure to Notice

Omission means reliable infor was available at the time

of prep of FS but info was NOTconsidered

Nature Amt of PPI should be disclosed separately in PII such
that its impact on currentperiod can be perceived

PPI Ka separate head PIL mein nahi hai we will create a

eparate head

PIL Extract

Incomes

Exp
ProfitBefore PPI

PPI
Profit After PPI



c Changes in Acc Estimates
Ace Est is an approximation where propermeasurement cannot
be made

eg ProvforBaddebts useful life ofassetsResidualvalue Depmmethod
Provforwarranty etc
An AccEstmay change when
i New Info is available
ii Experiencegained
iii Subsequent developments

Change in Acc Est should be accounted Prospectively

Change in Acc Est is NOT a PPI it is NOT an extraordinary item

Disclosure for Ch in Ace Est

Disclose Nature Ant If not possible to quantify the
of change in Acc Est which Amount then this factshould
has material effect on current be disclosed
or later years



Change in Ace Policy ReferASI also

Acc Policy refers to specific accounting principles methods of applying
those principles in preparation presentationof Fin stat

Examples
1 Inventory FIFO or weighted Avg
MaintainingBooksofAlc's CashBasis or AccrualBasis
PPE subsequent meas Cost orRevaluation Model

4 CashFlow statement Direct or Indirect Method

Ace Policy can be changed only when
c Required by law GF BFwife Husband

ii 11 As change

iii If it results in better presentation
Papal Bhail I feel I

Mummy
Behen deserve

Better
law AS BetterDisclosure of changed in Acc Policy presentat

i

u u

material in current period NOT material in current

period But impact is materia

mount Ascertained Amount NOT Ascertained in lateryears
a Fact ofstuckchange in

Amount to be Fact to be later period should be
disclosed disclosed disclosed in currentperio



Change in Acc Policy is accounted Retrospectively

p cy
FY25 26 FY26 27

BIS FIFO WAM

WAM ChinAD

c

Iska matlab in FS of CarrYear we will change the comparative
figureof Pree Year as per New Acc Policy

Ratta maar lena

The following are NOT changes in AcePolicy

Adoption of new policy forevents or transactions that differ in
substance from previously occurring events or transactions

eg Introducing a formal gratuity scheme in place of adhoc lumpsum

payment to employees on retirement

Adoption of new policy for events or transactions which did NOT
occur previously or were immaterial

eg Introducing a new pension scheme for employees

the above 2 cases not change in AcePolicy it is first time

adoption of policy



Formatof Ans
Asper as 5

Define meaning Policy Est PPI Extraordinary
Conclusion 2 3 lines


