Accounting Reporting Standards
International accounting Standard
What is IAS?
IAS stands for International Accounting Standards. International Accounting Standards (IASs) were issued by the IASC from 1973 to 2000. The IASB replaced the IASC in 2001. Since then, the IASB has amended some IASs and has proposed to amend others, has replaced some IASs with new International Financial Reporting Standards (IFRSs), and has adopted or proposed certain new IFRSs on topics for which there was no previous IAS. IAS-41 has been issued, till November 2008.Detail of IAS1 is below: 
IAS 1, Approved: in January 1975
Fundamental Principle of IAS1:  Presentation of Financial statements.
Objectives of IAS 1                                                                                                                                                       The objective of IAS 1 (revised 1997) is:                                                                                                                      1. To prescribe the basis for presentation of general purpose financial statements.                                                                          2. To ensure comparability of entity’s financial statements with previous periods & with other entities.                               3. IAS1 sets out the overall framework and responsibilities for the presentation of financial statements, guidelines and minimum requirements for the structure and contents of financial statements.
Scope                                                                                                                                                                               All general purpose statements, based on IFRS, are within its scope. [IAS 1.2]                                                                *General purpose financial statements are those intended to serve users who do not have the authority to demand financial reports tailored for their own needs. [IAS 1.3]*
Objective of Financial Statements                                                                                                                                                     To help to a wide range of users in making economic decisions, by providing  information about the financial position, financial performance, and cash flows of an entity. General purpose financial statements include information about:
1. Assets. 
2. Liabilities. 
3. Equity. 
4. Income and expenses, including gains and losses. 
5. Other changes in equity. 
6. Cash flows
This information assists in predicting the future cash flows, timing and certainty.
Components of Financial Statements
1. a statement of financial position at the end of the period, 
2. a statement of comprehensive income for the period, 
3. a statement of changes in equity for the period 
4. statement of cash flows for the period, and 
5. notes, comprising a summary of accounting policies and other explanatory notes. 
An entity may use titles for the statements other than those stated above.                                                           Reports that are presented outside of the financial statements -- financial reviews by management, environmental reports, and value added statements -- are outside the scope of IFRSs. [IAS 1.9-10] 
Fair Presentation and Compliance with IFRSs                                                                                                           Fair presentation requires the faithful representation of the effects of transactions, other events, and conditions in accordance with the definitions and recognition criteria for assets, liabilities, income and expenses set out in the Framework. [IAS 1.13]                                                                                                                                 IAS 1 requires that an entity whose financial statements comply with IFRSs make an explicit and unreserved statement of such compliance in the notes. Financial statements shall not be described as complying with IFRSs unless they comply with all the requirements of IFRSs. [IAS 1.14]                                                     Inappropriate accounting policies are not rectified either by disclosure of the accounting policies used or by notes or explanatory material. [IAS 1.16]                                                                                                                                  Some principles and concepts are following:                                                                                                        1. Going Concern                                                                                                                                                                   An entity preparing IFRS financial statements is presumed to be a going concern. [IAS 1.23]                                           2. Accrual Basis of Accounting                                                                                                                                                   IAS 1 requires that an entity prepare its financial statements, except for cash flow information, using the accrual basis of accounting. [IAS 1.25]                                                                                                                                               3. Consistency of Presentation                                                                                                                Presentation must be retained till next period, until required under necessary conditions or a change made under IFRS. [IAS 1.27]                                                                                                                                                                        4. Materiality and Aggregation                                                                                                                                                     Each material class of similar items must be presented separately in the financial statements. Dissimilar items may be aggregated only if they are individually immaterial. [IAS 1.29]                                                              5. Offsetting> Assets and liabilities, and income and expenses, may not be offset unless required or permitted by a Standard or an Interpretation. [IAS 1.32]                                                                                  6. Comparative Information                                                                                                                                                     IAS 1 requires that comparative information shall be disclosed in respect of the previous period for all amounts reported in the financial statements. [IAS 1.36]                                                                                                Comparative amounts are changed or reclassified, various disclosures are required. [IAS 1.38]
Structure and Content of Financial Statements in General                                                                                            Clearly identify: [IAS 1.46] 
1. the financial statements 
2. the reporting enterprise 
3. whether the statements are for the enterprise or for a group 
4. the date or period covered 
5. the presentation currency 
6. the level of precision (thousands, millions, etc.) 
Reporting Period                                                                                                                                                                                    There is a presumption that financial statements will be prepared at least annually. [IAS 1.49]
Statement of Financial Position                                                                                                                                                                  An entity must normally present a classified statement of financial position, containing:                                    Current assets are cash; cash equivalent; assets held for collection, sale, or consumption within the enterprise's normal operating cycle; or assets held for trading within the next 12 months. All other assets are noncurrent. [IAS 1.57]                                                                                                                                                                   Current liabilities are those to be settled within the enterprise's normal operating cycle or due within 12 months, or those held for trading, or those for which the entity does not have an unconditional right to defer payment beyond 12 months. Other liabilities are noncurrent. [IAS 1.60]                                                               Long-term debt expected to be refinanced under an existing loan facility is noncurrent, even if due within 12 months. [IAS 1.64] 
Statement of Income                                                                                                                                                      In the 2003 revision to IAS 1, the IASB is now using "profit or loss" rather than "net profit or loss" as the descriptive term for the bottom line of the income statement.                                                                                                                                             All items of income and expense recognized in a period must be included in profit or loss unless a Standard or an Interpretation requires otherwise. [IAS 1.78]                                                                                                                                          Minimum items on the face of the statement of income should include: [IAS 1.81] 
1.  revenue; 
2. finance costs; 
3. share of the profit or loss of associates and joint ventures accounted for using the equity method; 
4. a single amount comprising the total of (i) the post-tax profit or loss of discontinued operations and (ii) the post-tax gain or loss recognized on the disposal of the assets or disposal group(s) constituting the discontinued operation; and; 
5. tax expense; and 
6.  profit or loss.                                                                                                                                   And following as allocation of profit or loss for the period: [IAS 1.82]                                                              (1) profit or loss attributable to minority interest; and                                                                                                       (2) profit or loss attributable to equity holders of the parent.                                                                                        Expenses should be analyzed either by nature (raw materials, staffing costs, depreciation, etc.) or by function (cost of sales, selling, administrative, etc.). [IAS 1.88]
Statement of Cash Flows: IAS1.102 refers to IAS7; cash flow Statements                                                                     Statement of Changes in Equity                                                                                                                                  IAS 1 requires an entity to present a statement of changes in equity as a separate component of the financial statements. The statement must show: [IAS 1.96] 
1. profit or loss for the period; 
2. each item of income and expense for the period that is recognized directly in equity, and the total of those items; 
3. total income and expense for the period (calculated as the sum of (a) and (b)), showing separately the total amounts attributable to equity holders of the parent and to minority interest; and 
4. For each component of equity, the effects of changes in accounting policies and corrections of errors recognized in accordance with IAS 8. 
Notes to the Financial Statements                                                                                                                            The notes must: [IAS 1.103] 
1. present information about the basis of preparation of the financial statements and the specific accounting policies used; 
2. disclose any information required by IFRSs that is not presented on the face of the balance sheet, income statement, statement of changes in equity, or cash flow statement; and 
3. provide additional information that is not presented on the face of the balance sheet, income statement, statement of changes in equity, or cash flow statement that is deemed relevant to an understanding of any of them. 
Notes should be cross-referenced from the face of the financial statements to the relevant note. [IAS 1.104] IAS 1.105 suggests that the notes should normally be presented in the following order: 
· 1. a statement of compliance with IFRSs; 
· 2. a summary of significant accounting policies applied, including: [IAS 1.108] 
I. the measurement basis (or bases) used in preparing the financial statements; and 
II. the other accounting policies used that are relevant to an understanding of the financial statements. 
· 3. Supporting information for items presented on the face of the balance sheet, income statement, 4. statement of changes in equity, and cash flow statement, in the order in which each statement and each line item is presented; and 
· 5. other disclosures, including: 
I. contingent liabilities (see IAS 37) and unrecognized contractual commitments; and 
II. Non-financial disclosures, such as the entity's financial risk management objectives and policies (see IAS 32). 
Disclosure of judgments. New in the 2003 revision to IAS 1, an entity must disclose, in the summary of significant accounting policies or other notes, the judgments, apart from those involving estimations, that management has made in the process of applying the entity's accounting policies that have the most significant effect on the amounts recognized in the financial statements. [IAS 1.113]
Disclosure of key sources of estimation uncertainty. Also new in the 2003 revision to IAS 1, an entity must disclose, in the notes, information about the key assumptions concerning the future, and other key sources of estimation uncertainty at the balance sheet date, that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year. [IAS 1.116] These disclosures do not involve disclosing budgets or forecasts.
Other Disclosures: 
Disclosures about Dividends                                                                                                                                         The following must be disclosed either on the face of the income statement or the statement of changes in equity or in the notes: [IAS 1.95]                                                                                                                                                                                                                 1. the amount of dividends recognized as distributions to equity holders during the period, and                                           2. the related amount per share. 
[bookmark: 2005august]Capital Disclosures                                                                                                                                                        In August 2005, as part of its project to develop IFRS 7 Financial Instruments: Disclosures, the IASB also amended IAS 1 to add requirements for disclosures of: 
1. the entity's objectives, policies and processes for managing capital; 
2. quantitative data about what the entity regards as capital; 
3. whether the entity has complied with any capital requirements; and 
4. If it has not complied, the consequences of such non-compliance. 
These disclosure requirements apply to all entities, effective for annual periods beginning on or after 1 January 2007, with earlier application encouraged. Illustrative examples are provided as guidance.
                                                 IAS 18 Approved: in December 1982                                                              Fundamental Principle of IAS 18: Revenue Recognition
Objective of IAS 18 
The objective of IAS18 is to prescribe the accounting treatment for revenue arising from certain types of transactions and events. 
Definition                                                                                                                                                                                           *Revenue: The gross inflow of economic benefits (cash, receivables, other assets) arising from the ordinary operating activities of an enterprise (such as sales of goods, sales of services, interest, royalties, and dividends). [IAS 18.7]*
Measurement of Revenue                                                                                                                                                     Revenue should be measured at the fair value of the consideration receivable. [IAS 18.9] An exchange for goods or services of a similar nature and value is not regarded as a transaction that generates revenue. However, exchanges for dissimilar items are regarded as generating revenue. [IAS 18.12]
Scope                                                                                                                                                                                          Standard should be applied in accounting for revenues arising from following Transactions and events:     Sale of Goods *(Goods includes goods produced for the purpose of sale and purchased for purpose of resale)*.                                                                                                                                                                    Rendering of Services(it involves performance by enterprise. Services may be rendered within a single period of time or over more than 1 period).
Interest, Royalties, and Dividends (this revenue is generated by use of enterprise assets by other).
IAS 18 does not deal with the revenue arising from:                                                        
1. Lease agreements (see IAS 17, LEASES)                                                                        
2. Dividends (arising from the investments which are accounted for under the equity method)
3. Insurance contracts of insurance companies                                                                           
4. Changes in the fair value of financial assets and liabilities or their disposal                          
5. Changes in value of other Current Assets
6. Natural increase in herds, agricultural and forest products                                                            
7. The extraction of mineral ores.
 Sale of Goods                                                                                                                                                                                          Revenue arising from the sale of goods should be recognized when all of the following criteria have been satisfied: [IAS 18.14] 
1. the seller has transferred to the buyer the significant risks and rewards of ownership; 
2. the seller retains neither continuing managerial involvement to the degree usually associated with ownership nor effective control over the goods sold; 
3. the amount of revenue can be measured reliably; 
4. it is probable that the economic benefits associated with the transaction will flow to the seller; and 
5. the costs incurred or to be incurred in respect of the transaction can be measured reliably. 
Rendering of Services                                                                                                                                                                                    For revenue arising from the rendering of services, provided that all of the following criteria are met, revenue should be recognized by reference to the stage of completion of the transaction at the balance sheet date (the percentage-of-completion method): [IAS 18.20] 
1. the amount of revenue can be measured reliably; 
2. it is probable that the economic benefits will flow to the seller; 
3. the stage of completion at the balance sheet date can be measured reliably; and 
4. the costs incurred, or to be incurred, in respect of the transaction can be measured reliably. 
When the above criteria are not met, revenue arising from the rendering of services should be recognized only to the extent of the expenses recognized that are recoverable (a "cost-recovery approach". [IAS 18.26] 
Interest, Royalties, and Dividends                                                                                                                                                     For interest, royalties and dividends, provided that it is probable that the economic benefits will flow to the enterprise and the amount of revenue can be measured reliably, revenue should be recognized as follows: [IAS 18.29-30] 
· interest: on a time proportion basis that takes into account the effective yield; 
· royalties: on an accruals basis in accordance with the substance of the relevant agreement; and 
· dividends: when the shareholder's right to receive payment is established. 
Disclosure [IAS 18.35] 
1. accounting policy for recognizing revenue 
2. amount of each of the following types of revenue: 
I. sale of goods 
II. rendering of services 
III. interest 
IV. royalties 
V. dividends 
VI. within each of the above categories, the amount of revenue from exchanges of goods or services 


