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ACROSS: 

2.  Distributions received from an investee _________ the carrying amount of the 

investment of the investor. (6) 

5.  An entity shall account for each business combination by applying the ____________ 

method. (11) 

10.  Separate financial statements are presented in ___________ to consolidated financial 

statements. (8) 

11.  Ind AS 111 shall be applied by all entities that are a party to a joint __________. (11) 

13.  Ind AS 28 not only requires recording the income received from the associate or joint 

venture but it also requires an investor to record its share in the profit / loss of the 

associate or joint venture, which may not be yet __________ by the associate. (11) 

14.  For assessing control, an investor considers ____________ voting rights (substantive) 

held by it as well as the other parties, to determine whether it has power. (9) 

16. The acquirer shall, in general, account for acquisition-related cost as _________ in the 

period in which the cost is incurred and the service is received. (7) 

18.  Direct or indirect holding of 20 percent or more of the voting power of the investee, is 

generally presumed as _______, by the investor entity, unless it is clearly demonstrated 

otherwise. (11,9) 

21. The beginning of the earliest period for which an entity presents full comparative 

information under Ind AS in first Ind AS Financial statements is said to be the date of 

_______ to Ind AS. (10) 

23.  There is no significant influence over an investee when the entity ______ the power to 

participate in the financial and operating policy decisions of that investee. (5) 

25.  The _________ in a subsidiary not attributable, directly or indirectly, to a parent is 

known as non-controlling interest. (6) 

26.  Significant influence is the power to _________ in the financial and operating policy 

decisions of the investee but is not control or joint control of those policies. (11) 

30.  The fundamental ethical principle of professional ___________ requires a chartered 

accountant to comply with relevant laws and regulations. (9) 
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31.  ___________ means to be straightforward and honest in all professional and business 

relationships. (9) 

32.  A joint _________ is a joint arrangement whereby the parties that have joint control of 

the arrangement have rights to the net assets of the arrangement. (7) 

33.  A joint arrangement that is not structured through a separate vehicle is a joint 

__________. (9) 

34.  If the assets acquired are not a __________, the reporting entity shall account for the 

transaction or other event as an asset acquisition. (8) 

 

DOWN: 

1.   Code of Ethics contains requirements and application material to enable chartered 

accountants to meet their responsibility to act in the _______ interest. (6) 

2.  Ind AS 101 prohibits ___________ application of Ind AS in some areas (called 

exceptions). (13) 

3.  Automation is the use of software and other tools to automate _________ processes, 

making them faster and more accurate. (6) 

4.  Ind AS 103 says that the ____________ in Ind AS 110 shall be used to identify the 

acquirer-the entity that obtains control of the acquiree. (8) 

6.  Artificial Intelligence refers to the simulation of human __________ in machines, 

enabling them to perform tasks that would typically require human intervention. (12) 

7.  An investor, in assessing whether it has power, considers only ___________ rights 

relating to an investee (held by the investor and others). (11) 

8.  _________ is an asset representing the future economic benefits arising from other 

assets acquired in a business combination that are not individually identified and 

separately recognised. (8) 

9.   Cloud Computing allows accountants to access their data and software from _______ 

device with an internet connection. (3) 

12.  The ____________ of a joint arrangement as a joint operation or a joint venture 

depends upon the rights and obligations of the parties to the arrangement. (14) 
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15. After the measurement period ends, the acquirer shall revise the ____________ for a 

business combination only to correct an error. (10) 

17.  The measurement period, as per Ind AS 103, shall not exceed one _______ from the 

acquisition date. (4) 

19.  An investor does not have power over an investee, even though the investor holds the 

majority of the voting rights in the investee, when those ______ rights are not 

substantive. (6) 

20.  The chartered accountant shall apply the conceptual framework to identify, evaluate 

and address _________ to compliance with the fundamental ethical principles. (7) 

22.  An _________ is an entity over which the investor has significant influence.  (9) 

24.  Ind AS 27 shall be applied in accounting for investments in subsidiaries, joint ventures 

and associates when an entity elects, or is required by law, to present __________ 

financial statements. (8) 

27.  An investor controls an investee when it is exposed, or has rights, to __________ 

returns from its involvement with the investee and has the ability to affect those 

returns through its power over the investee. (8) 

28.  The ___________ and content of the financial statements for companies is required to 

be in accordance with Schedule III to the Companies Act, 2013. (6) 

29.  Consolidation of an investee shall begin from the date the investor obtains control of 

the investee and _________ when the investor loses control of the investee. (5) 

 

To know the answer of the above Ind AS Puzzle, scan the QR Code 
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	1.3 Scope
	1.4 Definitions
	1. Accounting policies are the specific principles, bases, conventions, rules and practices applied by an entity in preparing and presenting financial statements.
	2. Accounting estimates are monetary amounts in financial statements that are subject to measurement uncertainty.
	3. Indian Accounting Standards (Ind AS) are Standards prescribed under Section 133 of the Companies Act, 2013 read with Companies (Indian Accounting Standards) Rules, 2015 (as amended from time to time).
	4. Material – (As per Ind AS 1) 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 sta...
	Materiality depends on the nature or magnitude of information, or both.  An entity assesses whether information, either individually or in combination with other information, is material in the context of its financial statements taken as a whole.
	Information is obscured if it is communicated in a way that would have a similar effect for primary users of financial statements to omitting or misstating that information.  The following are examples of circumstances that may result in material inf...
	Assessing whether information could reasonably be expected to influence decisions made by the primary users of a specific reporting entity‘s general purpose financial statements requires an entity to consider the characteristics of those users while ...
	Many existing and potential investors, lenders and other creditors cannot require reporting entities to provide information directly to them and must rely on general purpose financial statements for much of the financial information they need.  Conse...
	The application of the concept of materiality is set out in two Standards.  Ind AS 1 continues to specify its application to disclosures and Ind AS 8 specifies the application of materiality in applying accounting policies and correcting errors (incl...
	5. Prior period errors are omissions from, and misstatements in, the entity’s financial statements for one or more prior periods arising from a failure to use, or misuse of, reliable information that:
	6. Retrospective application is applying a new accounting policy to transactions, other events and conditions as if that policy had always been applied.
	7. Retrospective restatement is correcting the recognition, measurement and disclosure of amounts of elements of financial statements as if a prior period error had never occurred.
	8. Impracticable: Applying a requirement is impracticable when the entity cannot apply it after making every reasonable effort to do so.  For a particular prior period, it is impracticable to apply a change in an accounting policy retrospectively or t...
	9. Prospective application of a change in accounting policy and of recognising the effect of a change in an accounting estimate, respectively, are:
	1.5 Accounting policies
	1.5.1 Selection and application of accounting policies
	1.5.2 Is it compulsory to apply accounting policies?
	1.5.3 How to select and apply an accounting policy when specific  Ind AS is not available on the particular transaction / condition / event?

	The businesses may have large variety of transactions in terms of their nature and size.  Though Ind AS cover most of the transactions which are of general nature for any type of business, there is possibility of new business models coming into pictu...
	In such circumstances, Ind AS 8 provides the following guiding principles for selecting and applying the accounting policies.  The main two objectives to be kept in mind while making the decision for selecting an accounting policy would be:
	There is a need to have some authentic base for selecting and applying the accounting policy.  Even if it is left to the judgement of the entity, there has to be some basis for making the judgement.  It cannot be left to the personal opinions/ unders...
	1.5.4 Consistency of accounting policies
	1.5.5 Changes in accounting policies

	Continuing with the same rationale, the frequent changes in accounting policies are not permitted by Ind AS 8.  Frequent changes in accounting policies will make it impossible for a stakeholder to make the economic decisions properly.
	For example, suppose an entity has been following the FIFO method of determination of cost for inventories.  In the current year, it shifts from FIFO to weighted average method.  Assuming that cost is less than NRV, it means the opening stock is valu...
	In view of the above, Ind AS 8 allows the entity to change the accounting policy only in following circumstances:
	Analysis
	Ind AS 8 clearly states that if the entity applies an accounting policy which is different from the previous one to a transaction, other event or condition that differs in substance from a previously occurring transaction, other event or condition, t...
	(a)  is required by an Ind AS; or
	(b)  results in the financial statements providing reliable and more relevant information about the effects of transactions, other events or conditions on the entity’s financial position, financial performance or cash flows.
	(a)  are held for use in the production or supply of goods or services, for rental to others, or for administrative purposes; and
	(b)  are expected to be used during more than one period.”
	(a)  use in the production or supply of goods or services or for administrative purposes; or
	(b)  sale in the ordinary course of business.”
	1.5.5.1  How to apply the changes in accounting policies?

	1. An entity shall account for a change in accounting policy resulting from the initial application of an Ind AS in accordance with the specific transitional provisions, if any, in that Ind AS.
	If a change in accounting policy is due to a new Ind AS, then, generally the standard itself provides the transitional provisions i.e., provisions applicable on initial application of the standard, such as method of application (retrospective or pros...
	2. When an entity changes an accounting policy upon initial application of an Ind AS that does not include specific transitional provisions applying to that change, or changes an accounting policy voluntarily, it shall apply the change retrospectively.
	If the change in accounting policy is made voluntarily or where the Ind AS is not containing transitional provisions, then the accounting policy needs to be applied retrospectively.
	1.5.5.2  Retrospective application
	1.5.5.3  Limitations on retrospective application

	Impracticable - Applying a requirement is impracticable when the entity cannot apply it after making every reasonable effort to do so. For a particular prior period, it is impracticable to apply a change in an accounting policy retrospectively or to ...
	1.5.6 Disclosure regarding the changes in accounting policies

	(a) this fact; and
	(b)  known or reasonably estimable information relevant to assessing the possible impact that application of the new Ind AS will have on the entity’s financial statements in the period of initial application.”
	1.6 Change in accounting estimates
	1.6.1 Meaning
	1.6.2 Can changes in estimates be related to prior periods?
	1.6.3 Change in the basis of measurement – Whether a change in accounting policy or change in estimate?
	1.6.4 Accounting treatment for applying changes in accounting estimates

	A change in an accounting estimate may affect only the current period’s profit or loss, or the profit or loss of both the current period and future periods.
	1.6.5 Disclosure of changes in estimates

	(a) Effect of change in estimate on the current period
	(b) If applicable and practicable, effect of change in estimate on the future periods
	(c) If applicable but impracticable, the fact that it is impracticable to estimate the effect on future periods.
	1.7 Errors
	1.7.1 Meaning

	As per the definition given in Ind AS 8, Prior period errors are omissions from, and misstatements in, the entity’s financial statements for one or more prior periods arising from a failure to use, or misuse of, reliable information that:
	1.7.2 Common types of errors
	1.7.3 Treatment of errors
	1.7.3.1 Potential errors of current period
	1.7.3.2 Prior period errors discovered subsequently

	1.7.4 Limitations on retrospective restatement

	1.8 Disclosure of prior period errors
	(a) the nature of the prior period error;
	(b) for each prior period presented, to the extent practicable, the amount of the correction:
	(c) the amount of the correction at the beginning of the earliest prior period presented; and
	(d) if retrospective restatement is impracticable for a particular prior period, the circumstances that led to the existence of that condition and a description of how and from when the error has been corrected.
	1.9 Impracticability in respect of retrospective application and retrospective restatement
	(a)  provides evidence of circumstances that existed on the date(s) as at which the transaction, other event or condition occurred, and
	(b) would have been available when the financial statements for that prior period were approved for issue
	1.10 SIGNIFICANT DIFFERENCES BETWEEN IND AS 8 AND AS 5
	FOR Shortcut to Ind AS Wisdom: Scan Me!
	Test your knowledge
	Questions

	1.  A carpet retail outlet sells and fits carpets to the general public.  It recognizes revenue when the carpet is fitted, which on an average is six weeks after the purchase of the carpet.
	It then decides to sub-contract the fitting of carpets to self-employed fitters.  It now recognizes revenue at the point-of-sale of the carpet.
	Whether this change in recognising the revenue is a change in accounting policy as per the provision of Ind AS 8?
	2. Under what circumstances an entity is required to present a third balance sheet at the beginning of the preceding period?
	3. During 20X2, Delta Ltd., changed its accounting policy for depreciating property, plant and equipment, so as to apply a component approach completely, whilst at the same time adopting the revaluation model.
	In years before 20X2, Delta Ltd.’s asset records were not sufficiently detailed to apply a component approach fully.  At the end of 20X1, management commissioned an engineering survey, which provided information on the components held and their fair ...
	Delta Ltd.’s management considered how to account for each of the two aspects of the accounting change.  They determined that it was not practicable to account for the change to a fuller component approach retrospectively, or to account for that chan...
	Additional information:
	You are required to prepare the relevant note for disclosure in accordance with Ind AS 8.
	4. Is change in the depreciation method for an item of property, plant and equipment a change in accounting policy or a change in accounting estimate?
	5. An entity charged off certain expenses as finance costs in its financial statements for the year ended 31st March, 20X1.  While preparing annual financial statements for the year ended 31st March, 20X2, management discovered that these expenses sho...
	Answers

	1.  This is not a change in accounting policy as the carpet retailer has changed the way that the carpets are fitted.
	Therefore, there would not be any need to retrospectively change the prior period figures for revenue already recognized.
	2. As per paragraph 40A of Ind AS 1, Presentation of Financial Statements, an entity shall present a third balance sheet as at the beginning of the preceding period in addition to the minimum comparative financial statements required by paragraph 38A ...
	3. Extract from the notes
	From the start of 20X2, Delta Ltd., changed its accounting policy for depreciating property, plant and equipment, so as to apply much more fully a components approach, whilst at the same time adopting the revaluation model.  Management takes the view...
	4. As per paragraphs 60 and 61 of Ind AS 16, Property, Plant and Equipment, the depreciation method used shall reflect the pattern in which the asset’s future economic benefits are expected to be consumed by the entity.  The depreciation method applie...
	As per the above, depreciation method for a depreciable asset has to reflect the expected pattern of consumption of future economic benefits embodied in the asset.  Determination of depreciation method involves an accounting estimate and thus depreci...
	Accordingly, Ind AS 16 requires a change in depreciation method to be accounted for as a change in an accounting estimate, i.e., prospectively.
	5. As per paragraph 41 of Ind AS 8, errors can arise in respect of the recognition, measurement, presentation or disclosure of elements of financial statements.  Financial statements do not comply with Ind AS if they contain either material errors or ...
	In accordance with the above, the reclassification of expenses from finance costs to other expenses would be considered as correction of an error under Ind AS 8.  Accordingly, in the financial statements for the year ended 31st March, 20X2, the compa...
	Ind AS 1 requires an entity to present a third balance sheet as at the beginning of the preceding period in addition to the minimum comparative financial statements if, inter alia, it makes a retrospective restatement of items in its financial statem...
	In the given case, the retrospective restatement of relevant items in statement of profit and loss has no effect on the information in the balance sheet at the beginning of the preceding period (1st April, 20X0).  Therefore, the entity is not require...
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	CHAPTER 3 uNIT-1: IND aS 1
	PRESENTATION OF FINANCIAL STATEMENTS
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	Ch-3 PQ Unit 2 Ind AS 34 (13.11.24)
	UNIT 2: IND AS 34: INTERIM FINANCIAL REPORTING
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	Ch-3 PQ Unit 3 Ind AS 7 (13.11.24)
	UNIT 3:IND AS 7: STATEMENT OF CASH FLOWS
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	Answers


	Ch-4 PQ unit 1 Ind AS 8 (13.11.24)
	CHAPTER 4 uNIT-1: IND aS 8
	ACCOUNTING POLICIES, CHANGES IN ACCOUNTING ESTIMATES AND ERRORS
	Questions

	1. While preparing the annual financial statements for the year ended 31st March, 20X3, an entity discovers that a provision for constructive obligation for payment of bonus to selected employees in corporate office (material in amount) which was requ...
	2. While preparing interim financial statements for the half-year ended 30th September, 20X1, an entity notes that there has been an under-accrual of certain expenses in the interim financial statements for the first quarter ended 30th June, 20X1.  Th...
	3. ABC Ltd has an investment property with an original cost of ` 1,00,000 which it inadvertently omitted to depreciate in previous financial statements.  The property was acquired on 1st April, 20X1.  The property has a useful life of 10 years and is ...
	How should the error be corrected in the financial statements for the year ended  31st March, 20X4, assuming the impact of the same is considered material?  For simplicity, ignore tax effects.
	4. ABC Ltd. changed its method adopted for inventory valuation in the year 20X2-20X3.  Prior to the change, inventory was valued using the first in first out method (FIFO).  However, it was felt that in order to match current practice and to make the ...
	The effect of the change in the method of valuation of inventory was as follows:
	Retained earnings at 31st March, 20X1 were ` 423 million
	You are required to present the impact of change in accounting policy in the profit or loss and produce an extract of the statement of changes in equity in accordance with Ind AS 8.
	5. During 20X4-20X5, Cheery Limited discovered that some products that had been sold during 20X3-20X4 were incorrectly included in inventory at 31st March, 20X4 at ` 6,500.
	Cheery Limited’s accounting records for 20X4-20X5 show sales of ` 104,000, cost of goods sold of ` 86,500 (including ` 6,500 for the error in opening inventory), and income taxes of ` 5,250.
	In 20X3-20X4, Cheery Limited reported:
	The 20X3-20X4 opening retained earnings was ` 20,000 and closing retained earnings was  ` 34,000.  Cheery Limited’s income tax rate was 30% for 20X4-20X5 and 20X3-20X4.  It had no other income or expenses.
	Cheery Limited had ` 50,000 (5,000 shares of ` 10 each) of share capital throughout, and no other components of equity except for retained earnings.
	State how the above will be treated /accounted in Cheery Limited’s Statement of profit and loss, statement of changes in equity and in notes wherever required for current period and earlier period(s) as per relevant Ind AS.
	6. In 20X3-20X4, after the entity’s 31st March 20X3 annual financial statements were approved for issue, a latent defect in the composition of a new product manufactured by the entity was discovered (that is, a defect that could not be discovered by r...
	Analyse the above situation in accordance with relevant Ind AS.
	Answers

	1. As per paragraph 41 of Ind AS 8, errors can arise in respect of the recognition, measurement, presentation or disclosure of elements of financial statements. Financial statements do not comply with Ind AS if they contain either material errors or i...
	As per paragraph 40A of Ind AS 1, an entity shall present a third balance sheet as at the beginning of the preceding period in addition to the minimum comparative financial statements if, inter alia, it makes a retrospective restatement of items in i...
	In the given case, expenses for the year ended 31st March, 20X1 and liabilities as at  31st March, 20X1 were understated because of non-recognition of bonus expense and related provision.  Expenses for the year ended 31st March, 20X2, on the other ha...
	2. Paragraph 41 of Ind AS 8, inter alia, states that financial statements do not comply with  Ind AS if they contain either material errors or immaterial errors made intentionally to achieve a particular presentation of an entity’s financial position,...
	As regards the assessment of materiality of an item in preparing interim financial statements, paragraph 25 of Ind AS 34, Interim Financial Statements, states as follows:
	“While judgement is always required in assessing materiality, this Standard bases the recognition and disclosure decision on data for the interim period by itself for reasons of understandability of the interim figures.  Thus, for example, unusual it...
	As per the above, while materiality judgements always involve a degree of subjectivity, the overriding goal is to ensure that an interim financial report includes all the information that is relevant to an understanding of the financial position and ...
	Accordingly, the management is required to correct the error in the interim financial statements since it is assessed to be material in relation to interim period data.
	3. The error shall be corrected by retrospectively restating the figures for financial year  20X2-20X3 and also by presenting a third balance sheet as at 1st April, 20X2 which is the beginning of the earliest period presented in the financial statemen...
	4. Profit or loss under weighted average valuation method is as follows:
	5.  Cheery Limited
	Extract from the Statement of profit and loss
	Cheery Limited
	Statement of Changes in Equity
	Extract from the Notes
	There is no effect on the balance sheet at the beginning of the preceding period i.e.  1st April, 20X3.
	6. Ind AS 8 is applied in selecting and applying accounting policies, and accounting for changes in accounting policies, changes in accounting estimates and corrections of prior period errors.
	A change in accounting estimate is an adjustment of the carrying amount of an asset or a liability, or the amount of the periodic consumption of an asset.  This change in accounting estimate is an outcome of the assessment of the present status of, a...
	Further, the effect of change in an accounting estimate, shall be recognised prospectively by including it in profit or loss in: (a) the period of the change, if the change affects that period only; or (b) the period of the change and future periods,...
	Prior period errors are omissions from, and misstatements in, the entity’s financial statements for one or more prior periods arising from a failure to use, or misuse of, reliable information that:
	Such errors include the effects of mathematical mistakes, mistakes in applying accounting policies, oversights or misinterpretations of facts, and fraud.
	On the basis of above provisions, the given situation would be dealt as follows:
	The defect was neither known nor reasonably possible to detect at 31st March 20X3 or before the financial statements were approved for issue, so understatement of the warranty provision ` 1,00,000 and overstatement of inventory ` 2,000 (Note 1) in th...
	The effects of the latent defect that relate to the entity’s financial position at  31st March 20X3 are changes in accounting estimates.
	In preparing its financial statements for 31st March 20X3, the entity made the warranty provision and inventory valuation appropriately using all reliable information that the entity could reasonably be expected to have obtained and had taken into ac...
	Consequently, the additional costs are expensed in calculating profit or loss for  20X3-20X4.
	Working Note:
	Inventory is measured at the lower of cost (i.e. ` 15,000) and fair value less costs to complete and sell (i.e. ` 18,000 originally estimated minus ` 5,000 costs to rectify latent defect) = ` 13,000.
	7.    Extract of Y Ltd.’s Statement of Profit and Loss
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	Ch-4 unit 1 Ind AS 8 (13.11.24)
	based on Accounting  Policies
	UNIT 1:  INDIAN ACCOUNTING STANDARD 8 : ACCOUNTING POLICIES, CHANGES IN ACCOUNTING ESTIMATES AND ERRORS
	Learning Outcomes
	After studying this unit, you will be able to:

	UNIT OVERVIEW
	1.1 Introduction
	1.2 Objective
	1.2.1 To prescribe the criteria for selecting and changing accounting policies
	1.2.2 To prescribe the accounting treatment and disclosure of changes in accounting policies
	1.2.3  To prescribe the accounting treatment and disclosure of changes in accounting estimates
	1.2.4 To prescribe the accounting treatment and disclosure of corrections of errors
	1.2.5 To provide better base for inter-firm and intra-firm comparison

	1.3 Scope
	1.4 Definitions
	1. Accounting policies are the specific principles, bases, conventions, rules and practices applied by an entity in preparing and presenting financial statements.
	2. Accounting estimates are monetary amounts in financial statements that are subject to measurement uncertainty.
	3. Indian Accounting Standards (Ind AS) are Standards prescribed under Section 133 of the Companies Act, 2013 read with Companies (Indian Accounting Standards) Rules, 2015 (as amended from time to time).
	4. Material – (As per Ind AS 1) 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 sta...
	Materiality depends on the nature or magnitude of information, or both.  An entity assesses whether information, either individually or in combination with other information, is material in the context of its financial statements taken as a whole.
	Information is obscured if it is communicated in a way that would have a similar effect for primary users of financial statements to omitting or misstating that information.  The following are examples of circumstances that may result in material inf...
	Assessing whether information could reasonably be expected to influence decisions made by the primary users of a specific reporting entity‘s general purpose financial statements requires an entity to consider the characteristics of those users while ...
	Many existing and potential investors, lenders and other creditors cannot require reporting entities to provide information directly to them and must rely on general purpose financial statements for much of the financial information they need.  Conse...
	The application of the concept of materiality is set out in two Standards.  Ind AS 1 continues to specify its application to disclosures and Ind AS 8 specifies the application of materiality in applying accounting policies and correcting errors (incl...
	5. Prior period errors are omissions from, and misstatements in, the entity’s financial statements for one or more prior periods arising from a failure to use, or misuse of, reliable information that:
	6. Retrospective application is applying a new accounting policy to transactions, other events and conditions as if that policy had always been applied.
	7. Retrospective restatement is correcting the recognition, measurement and disclosure of amounts of elements of financial statements as if a prior period error had never occurred.
	8. Impracticable: Applying a requirement is impracticable when the entity cannot apply it after making every reasonable effort to do so.  For a particular prior period, it is impracticable to apply a change in an accounting policy retrospectively or t...
	9. Prospective application of a change in accounting policy and of recognising the effect of a change in an accounting estimate, respectively, are:
	1.5 Accounting policies
	1.5.1 Selection and application of accounting policies
	1.5.2 Is it compulsory to apply accounting policies?
	1.5.3 How to select and apply an accounting policy when specific  Ind AS is not available on the particular transaction / condition / event?

	The businesses may have large variety of transactions in terms of their nature and size.  Though Ind AS cover most of the transactions which are of general nature for any type of business, there is possibility of new business models coming into pictu...
	In such circumstances, Ind AS 8 provides the following guiding principles for selecting and applying the accounting policies.  The main two objectives to be kept in mind while making the decision for selecting an accounting policy would be:
	There is a need to have some authentic base for selecting and applying the accounting policy.  Even if it is left to the judgement of the entity, there has to be some basis for making the judgement.  It cannot be left to the personal opinions/ unders...
	1.5.4 Consistency of accounting policies
	1.5.5 Changes in accounting policies

	Continuing with the same rationale, the frequent changes in accounting policies are not permitted by Ind AS 8.  Frequent changes in accounting policies will make it impossible for a stakeholder to make the economic decisions properly.
	For example, suppose an entity has been following the FIFO method of determination of cost for inventories.  In the current year, it shifts from FIFO to weighted average method.  Assuming that cost is less than NRV, it means the opening stock is valu...
	In view of the above, Ind AS 8 allows the entity to change the accounting policy only in following circumstances:
	Analysis
	Ind AS 8 clearly states that if the entity applies an accounting policy which is different from the previous one to a transaction, other event or condition that differs in substance from a previously occurring transaction, other event or condition, t...
	(a)  is required by an Ind AS; or
	(b)  results in the financial statements providing reliable and more relevant information about the effects of transactions, other events or conditions on the entity’s financial position, financial performance or cash flows.
	(a)  are held for use in the production or supply of goods or services, for rental to others, or for administrative purposes; and
	(b)  are expected to be used during more than one period.”
	(a)  use in the production or supply of goods or services or for administrative purposes; or
	(b)  sale in the ordinary course of business.”
	1.5.5.1  How to apply the changes in accounting policies?

	1. An entity shall account for a change in accounting policy resulting from the initial application of an Ind AS in accordance with the specific transitional provisions, if any, in that Ind AS.
	If a change in accounting policy is due to a new Ind AS, then, generally the standard itself provides the transitional provisions i.e., provisions applicable on initial application of the standard, such as method of application (retrospective or pros...
	2. When an entity changes an accounting policy upon initial application of an Ind AS that does not include specific transitional provisions applying to that change, or changes an accounting policy voluntarily, it shall apply the change retrospectively.
	If the change in accounting policy is made voluntarily or where the Ind AS is not containing transitional provisions, then the accounting policy needs to be applied retrospectively.
	1.5.5.2  Retrospective application
	1.5.5.3  Limitations on retrospective application

	Impracticable - Applying a requirement is impracticable when the entity cannot apply it after making every reasonable effort to do so. For a particular prior period, it is impracticable to apply a change in an accounting policy retrospectively or to ...
	1.5.6 Disclosure regarding the changes in accounting policies

	(a) this fact; and
	(b)  known or reasonably estimable information relevant to assessing the possible impact that application of the new Ind AS will have on the entity’s financial statements in the period of initial application.”
	1.6 Change in accounting estimates
	1.6.1 Meaning
	1.6.2 Can changes in estimates be related to prior periods?
	1.6.3 Change in the basis of measurement – Whether a change in accounting policy or change in estimate?
	1.6.4 Accounting treatment for applying changes in accounting estimates

	A change in an accounting estimate may affect only the current period’s profit or loss, or the profit or loss of both the current period and future periods.
	1.6.5 Disclosure of changes in estimates

	(a) Effect of change in estimate on the current period
	(b) If applicable and practicable, effect of change in estimate on the future periods
	(c) If applicable but impracticable, the fact that it is impracticable to estimate the effect on future periods.
	1.7 Errors
	1.7.1 Meaning

	As per the definition given in Ind AS 8, Prior period errors are omissions from, and misstatements in, the entity’s financial statements for one or more prior periods arising from a failure to use, or misuse of, reliable information that:
	1.7.2 Common types of errors
	1.7.3 Treatment of errors
	1.7.3.1 Potential errors of current period
	1.7.3.2 Prior period errors discovered subsequently

	1.7.4 Limitations on retrospective restatement

	1.8 Disclosure of prior period errors
	(a) the nature of the prior period error;
	(b) for each prior period presented, to the extent practicable, the amount of the correction:
	(c) the amount of the correction at the beginning of the earliest prior period presented; and
	(d) if retrospective restatement is impracticable for a particular prior period, the circumstances that led to the existence of that condition and a description of how and from when the error has been corrected.
	1.9 Impracticability in respect of retrospective application and retrospective restatement
	(a)  provides evidence of circumstances that existed on the date(s) as at which the transaction, other event or condition occurred, and
	(b) would have been available when the financial statements for that prior period were approved for issue
	1.10 SIGNIFICANT DIFFERENCES BETWEEN IND AS 8 AND AS 5
	FOR Shortcut to Ind AS Wisdom: Scan Me!
	Test your knowledge
	Questions

	1.  A carpet retail outlet sells and fits carpets to the general public.  It recognizes revenue when the carpet is fitted, which on an average is six weeks after the purchase of the carpet.
	It then decides to sub-contract the fitting of carpets to self-employed fitters.  It now recognizes revenue at the point-of-sale of the carpet.
	Whether this change in recognising the revenue is a change in accounting policy as per the provision of Ind AS 8?
	2. Under what circumstances an entity is required to present a third balance sheet at the beginning of the preceding period?
	3. During 20X2, Delta Ltd., changed its accounting policy for depreciating property, plant and equipment, so as to apply a component approach completely, whilst at the same time adopting the revaluation model.
	In years before 20X2, Delta Ltd.’s asset records were not sufficiently detailed to apply a component approach fully.  At the end of 20X1, management commissioned an engineering survey, which provided information on the components held and their fair ...
	Delta Ltd.’s management considered how to account for each of the two aspects of the accounting change.  They determined that it was not practicable to account for the change to a fuller component approach retrospectively, or to account for that chan...
	Additional information:
	You are required to prepare the relevant note for disclosure in accordance with Ind AS 8.
	4. Is change in the depreciation method for an item of property, plant and equipment a change in accounting policy or a change in accounting estimate?
	5. An entity charged off certain expenses as finance costs in its financial statements for the year ended 31st March, 20X1.  While preparing annual financial statements for the year ended 31st March, 20X2, management discovered that these expenses sho...
	Answers

	1.  This is not a change in accounting policy as the carpet retailer has changed the way that the carpets are fitted.
	Therefore, there would not be any need to retrospectively change the prior period figures for revenue already recognized.
	2. As per paragraph 40A of Ind AS 1, Presentation of Financial Statements, an entity shall present a third balance sheet as at the beginning of the preceding period in addition to the minimum comparative financial statements required by paragraph 38A ...
	3. Extract from the notes
	From the start of 20X2, Delta Ltd., changed its accounting policy for depreciating property, plant and equipment, so as to apply much more fully a components approach, whilst at the same time adopting the revaluation model.  Management takes the view...
	4. As per paragraphs 60 and 61 of Ind AS 16, Property, Plant and Equipment, the depreciation method used shall reflect the pattern in which the asset’s future economic benefits are expected to be consumed by the entity.  The depreciation method applie...
	As per the above, depreciation method for a depreciable asset has to reflect the expected pattern of consumption of future economic benefits embodied in the asset.  Determination of depreciation method involves an accounting estimate and thus depreci...
	Accordingly, Ind AS 16 requires a change in depreciation method to be accounted for as a change in an accounting estimate, i.e., prospectively.
	5. As per paragraph 41 of Ind AS 8, errors can arise in respect of the recognition, measurement, presentation or disclosure of elements of financial statements.  Financial statements do not comply with Ind AS if they contain either material errors or ...
	In accordance with the above, the reclassification of expenses from finance costs to other expenses would be considered as correction of an error under Ind AS 8.  Accordingly, in the financial statements for the year ended 31st March, 20X2, the compa...
	Ind AS 1 requires an entity to present a third balance sheet as at the beginning of the preceding period in addition to the minimum comparative financial statements if, inter alia, it makes a retrospective restatement of items in its financial statem...
	In the given case, the retrospective restatement of relevant items in statement of profit and loss has no effect on the information in the balance sheet at the beginning of the preceding period (1st April, 20X0).  Therefore, the entity is not require...
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	After studying this unit, you will be able to:
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	Analysis of Highest and best use for non-financial asset

	3.10.2  Valuation premise

	3.11 Applying Fair Value rules to Liabilities and an Entity’s own Equity Instruments
	3.11.1  When liability and equity instruments are held by other parties as assets
	3.11.2 When liability and equity instruments are not held by other parties as assets

	3.12 Applying fair value rules to financial asset &  financial liability with offsetting position in  Market risk or Counterparty risk
	Analysis of applying offsetting position in market or credit risk
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	CHAPTER 3 uNIT-1: IND aS 1
	PRESENTATION OF FINANCIAL STATEMENTS
	Questions
	Answers


	Ch-3 PQ Unit 2 Ind AS 34 (13.11.24)
	UNIT 2: IND AS 34: INTERIM FINANCIAL REPORTING
	Questions
	Answers


	Ch-3 PQ Unit 3 Ind AS 7 (13.11.24)
	UNIT 3:IND AS 7: STATEMENT OF CASH FLOWS
	Questions
	Answers


	Ch-4 PQ unit 1 Ind AS 8 (13.11.24)
	CHAPTER 4 uNIT-1: IND aS 8
	ACCOUNTING POLICIES, CHANGES IN ACCOUNTING ESTIMATES AND ERRORS
	Questions

	1. While preparing the annual financial statements for the year ended 31st March, 20X3, an entity discovers that a provision for constructive obligation for payment of bonus to selected employees in corporate office (material in amount) which was requ...
	2. While preparing interim financial statements for the half-year ended 30th September, 20X1, an entity notes that there has been an under-accrual of certain expenses in the interim financial statements for the first quarter ended 30th June, 20X1.  Th...
	3. ABC Ltd has an investment property with an original cost of ` 1,00,000 which it inadvertently omitted to depreciate in previous financial statements.  The property was acquired on 1st April, 20X1.  The property has a useful life of 10 years and is ...
	How should the error be corrected in the financial statements for the year ended  31st March, 20X4, assuming the impact of the same is considered material?  For simplicity, ignore tax effects.
	4. ABC Ltd. changed its method adopted for inventory valuation in the year 20X2-20X3.  Prior to the change, inventory was valued using the first in first out method (FIFO).  However, it was felt that in order to match current practice and to make the ...
	The effect of the change in the method of valuation of inventory was as follows:
	Retained earnings at 31st March, 20X1 were ` 423 million
	You are required to present the impact of change in accounting policy in the profit or loss and produce an extract of the statement of changes in equity in accordance with Ind AS 8.
	5. During 20X4-20X5, Cheery Limited discovered that some products that had been sold during 20X3-20X4 were incorrectly included in inventory at 31st March, 20X4 at ` 6,500.
	Cheery Limited’s accounting records for 20X4-20X5 show sales of ` 104,000, cost of goods sold of ` 86,500 (including ` 6,500 for the error in opening inventory), and income taxes of ` 5,250.
	In 20X3-20X4, Cheery Limited reported:
	The 20X3-20X4 opening retained earnings was ` 20,000 and closing retained earnings was  ` 34,000.  Cheery Limited’s income tax rate was 30% for 20X4-20X5 and 20X3-20X4.  It had no other income or expenses.
	Cheery Limited had ` 50,000 (5,000 shares of ` 10 each) of share capital throughout, and no other components of equity except for retained earnings.
	State how the above will be treated /accounted in Cheery Limited’s Statement of profit and loss, statement of changes in equity and in notes wherever required for current period and earlier period(s) as per relevant Ind AS.
	6. In 20X3-20X4, after the entity’s 31st March 20X3 annual financial statements were approved for issue, a latent defect in the composition of a new product manufactured by the entity was discovered (that is, a defect that could not be discovered by r...
	Analyse the above situation in accordance with relevant Ind AS.
	Answers

	1. As per paragraph 41 of Ind AS 8, errors can arise in respect of the recognition, measurement, presentation or disclosure of elements of financial statements. Financial statements do not comply with Ind AS if they contain either material errors or i...
	As per paragraph 40A of Ind AS 1, an entity shall present a third balance sheet as at the beginning of the preceding period in addition to the minimum comparative financial statements if, inter alia, it makes a retrospective restatement of items in i...
	In the given case, expenses for the year ended 31st March, 20X1 and liabilities as at  31st March, 20X1 were understated because of non-recognition of bonus expense and related provision.  Expenses for the year ended 31st March, 20X2, on the other ha...
	2. Paragraph 41 of Ind AS 8, inter alia, states that financial statements do not comply with  Ind AS if they contain either material errors or immaterial errors made intentionally to achieve a particular presentation of an entity’s financial position,...
	As regards the assessment of materiality of an item in preparing interim financial statements, paragraph 25 of Ind AS 34, Interim Financial Statements, states as follows:
	“While judgement is always required in assessing materiality, this Standard bases the recognition and disclosure decision on data for the interim period by itself for reasons of understandability of the interim figures.  Thus, for example, unusual it...
	As per the above, while materiality judgements always involve a degree of subjectivity, the overriding goal is to ensure that an interim financial report includes all the information that is relevant to an understanding of the financial position and ...
	Accordingly, the management is required to correct the error in the interim financial statements since it is assessed to be material in relation to interim period data.
	3. The error shall be corrected by retrospectively restating the figures for financial year  20X2-20X3 and also by presenting a third balance sheet as at 1st April, 20X2 which is the beginning of the earliest period presented in the financial statemen...
	4. Profit or loss under weighted average valuation method is as follows:
	5.  Cheery Limited
	Extract from the Statement of profit and loss
	Cheery Limited
	Statement of Changes in Equity
	Extract from the Notes
	There is no effect on the balance sheet at the beginning of the preceding period i.e.  1st April, 20X3.
	6. Ind AS 8 is applied in selecting and applying accounting policies, and accounting for changes in accounting policies, changes in accounting estimates and corrections of prior period errors.
	A change in accounting estimate is an adjustment of the carrying amount of an asset or a liability, or the amount of the periodic consumption of an asset.  This change in accounting estimate is an outcome of the assessment of the present status of, a...
	Further, the effect of change in an accounting estimate, shall be recognised prospectively by including it in profit or loss in: (a) the period of the change, if the change affects that period only; or (b) the period of the change and future periods,...
	Prior period errors are omissions from, and misstatements in, the entity’s financial statements for one or more prior periods arising from a failure to use, or misuse of, reliable information that:
	Such errors include the effects of mathematical mistakes, mistakes in applying accounting policies, oversights or misinterpretations of facts, and fraud.
	On the basis of above provisions, the given situation would be dealt as follows:
	The defect was neither known nor reasonably possible to detect at 31st March 20X3 or before the financial statements were approved for issue, so understatement of the warranty provision ` 1,00,000 and overstatement of inventory ` 2,000 (Note 1) in th...
	The effects of the latent defect that relate to the entity’s financial position at  31st March 20X3 are changes in accounting estimates.
	In preparing its financial statements for 31st March 20X3, the entity made the warranty provision and inventory valuation appropriately using all reliable information that the entity could reasonably be expected to have obtained and had taken into ac...
	Consequently, the additional costs are expensed in calculating profit or loss for  20X3-20X4.
	Working Note:
	Inventory is measured at the lower of cost (i.e. ` 15,000) and fair value less costs to complete and sell (i.e. ` 18,000 originally estimated minus ` 5,000 costs to rectify latent defect) = ` 13,000.
	7.    Extract of Y Ltd.’s Statement of Profit and Loss
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