AS – I : Disclosure of accounting policies

This standard deals with disclosure of significant accounting policies while preparation and presentation of financial statements

The view presented in the Financial Statements of enterprises of its state of affairs and of the profit and loss a/c can be significantly affected by the policies followed in the preparation of Financial Statements 

Accounting policies vary from enterprises to enterprises

Some of the examples are

· method of depreciation

· valuation of inventories

· foreign currency transactions 

· like some family’s follow vegetarian /non-vegetarian or some family  accept love marriage and some family will not accept love marriages they are orthodox(traditional)

In general accounting policies are not at present regularly and fully disclosed in all Financial Statements.

Many enterprises included in notes to the accounts. But the nature and degree of disclosure vary considerably between the corporate (like private  companies or public companies)and non-corporate sector(like firm,trust,etc) and between the units in the same

Notes to accounts are the explanation of the management about the items in the Financial Statements . the management give more explanations and information about the items of p/l or b.s and any other items by way of notes to accounts

Notes to accounts are integral part of Financial Statements 

The purpose of this statement is to promote better understanding of Financial Statements by establishing through  an accounting standard. The disclosure of significant accounting policies and the manner in which accounting policies are disclosed in Financial Statements. Such disclosure would also facilitate a more meaningful comparison between financial statements of different enterprises

While preparation of Financial Statements make of Financial Statements has to follow certain fundamental accounting assumptions.

 No disclosure is necessary if they are followed. If they are not followed disclosure is necessary 

Fundamental accounting assumptions are 
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Going concern : the enterprises is normally viewed as going concern, that is as continuing in operation for the foreseeable future . it is assumed that the enterprises has  neither the intention nor the necessity of liquidation or curtailing major operation

Faceable future means it will continue that enterprises 2-3 years as going concern 

During marriage time parents from both sides will assume they won’t apply for diverse

Consistency: It is assumed that accounting policies are consistent from one period to another. 

Like family planning, relationship between husband and wife will consistent till end of the life or till diverse, whichever is earlier?

Accrual:  income and expenditure are accrued that is recognized as they are earned or incurred and recorded in Financial Statements of the period to which they relate

Like baby bearing stage or born whichever is earlier? (We consider one baby)

Accounting policies refer the specific accounting principles and methods of applying those principles adopted by the enterprises in the preparation and presentation of Financial Statements 

There is no single list of accounting policies followed in the preparation of Financial Statements or which are applicable to all circumstances

Selection of accounting policies 

The primary consideration in the selection of accounting policies by an enterprises is that the Financial Statements prepared and presented on the basis of such accounting policies should represent a true and fair view of the state of affairs of the enterprises as at the balance sheet date and of the profit and loss for the period ended on that date

The major considerations governing the selection and application of accounting policies are:
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Prudence: in view of the uncertainty attached to future events profits are not anticipated but recognized only when released though not necessarily in cash. Provision is made for all known liabilities and losses even though the amount cannot be determined with certainty and represents only a best estimate in the light of available of information

Professional coerces like C.A , C.S, etc.  uncertainty    is very high for passing 

Substance over form: the accounting treatment and presentation of Financial Statements of transactions and events governed by their substance and not merely by their legal form

Ex: Property registrations if full amount paid but registration is pending on 31st march we have to include that one in our b.s like after engagement assuming she/he become wife/husband.

Materiality: Financial Statements should disclose all material items

Disclosure of accounting policies 

To ensure proper understanding of Financial Statements it is necessary that all significant accounting policies followed in the preparation and presentation of Financial Statements should be disclosed.

Such disclosure should form part of Financial Statements

It would be helpful to the reader of Financial Statements all accounting policies should be disclosed in one place instead of showing in different places

Changes in accounting policies

Any change in an accounting policy which has a material effect should be disclosed. 

The amount by which any item in the financial statements is affected by such change should also be disclosed to the extent ascertainable. Where such mount is not ascertainable, wholly or in part, the fact should be indicated.

 If a change is made in the accounting policies which has no material effect on the financial statements for the current period but which is reasonably expected to have a material effect in later periods, the fact of such change should be  appropriately disclosed in the period in which the change is adopted.

Disclosure of accounting policies or of changes therein cannot remedy a wrong or inappropriate treatment of the item in the accounts
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