                APPLICABILITY OF ACCOUNTING STANDARD
MEANING OF ACCOUNTING STANDARD
AS are written document, policy document issued by expert accounting body or by government or other regulatory body, covering the aspects of recognition, measurement, treatment, presentation and disclosure of accounting transaction in financial statements. In Indian AS are issued by ICAI.

OBJECTIVE OF ACCOUNTING STANDARED
Objective of AS is to standardize the diverse accounting policies and practices with a view to eliminate to the extent possible the non comparability of financial statements and add reliability to the FS.
COMPLIANCE WITH AS
Ensuring compliance with the AS while preparation of FS is the responsibility of the management. The AS will be mandatory from the respective dates mentioned in AS i.e. while discharging attest function, it will be the duty of members of institute to examine whether the AS are complied with in the presentation of FS covered by their audit. In the event of any deviation from AS, it will be their duty to make adequate disclosures in their audit report.
All the AS are required to be complied with in presentation of FS.

ADVANTAGES & DISADVANTAGES OF AS
ADVANTAGES

· It facilitates comparison of financial statements of different companies situated at different places.
· Standards may call for disclosure beyond that required by law.
· Standards reduce to reasonable extent confusing variation in accounting treatment followed by different entities.
DISADVANTAGES

· Application of AS may lead to rigidity and away from flexibility.
· Accounting standard cannot override the law. The standards are required to be framed within the scope of prevailing statute.

SECTION 227(3) OF CO. ACT REQUIRESTHAT THE AUDITORS TO REPORT WHETHER IN HIS OPINION THE PROFIT & LOSS AND BALANCE SHEET COMPLY WITH THE AS.

   ACCORDING TO CO. ACT DIRECTORS RESPOSIBILITY STATEMENT SHOULD INCLUDE THAT IN PREPARATION OF THE ANNUAL ACCOUNTS THE APPLICABLE AS HAD BEEN FOLLOWED.
SCOPE OF ACCOUNTING STANDARD
Refer register

A. ON COMPANIES

Applicable accounting standard are 1-29 except 8

SMALL MEDIUM COMPANIES (SMC)

All AS applicable except 

AS 3: CFS

AS 14: amalgamation

AS 17: segment reporting

AS 18: related party

AS 21, 23, and 27: consolidation

AS 24: discontinuing operation

AS 25: IFR

NON SMC i.e. big co.

Applicable accounting standard are 1-29 except 8

B. ON NON CO’S
i.e. on partnership and proprietorship, on charitable entities, on co-operative societies.

LEVEL I i.e. big trust etc.
Applicable accounting standard are 1-29 except 8

LEVEL II AND III (SME)

All AS applicable except

AS: 3, 14,17,18,21,23,27,25
QUESTION

ALLICABILITY OF ACCOUNTING STANDARD ON NON CORPORATE ENTITIES?
· Accounting standard apply in respect of commercial, business, or industrial activities of any enterprise irrespective of whether it is profit oriented or is established for charitable or religious purposes.
· AS do not apply to those organization whose entire activities are not of commercial, business or industrial nature. EX. Organization collecting donation to finance the education of poor children.
· However, even if a very small proportion of activities of an entity are commercial, industrial, or business in nature, the AS will apply to all its activities.
· Auditors should examine whether accounting standards are complied with in the presentation of FS by their audit.
· In case of ant deviation from AS, it will be auditor’s duty to make adequate disclosures in their audit report, so that the users of FS may be made aware of such deviations. 
· Therefore it may be concluded that AS are applicable not only on limited companies but also on non corporate entities.
· Meaning of general purpose financial statements
Balance sheet, statement of profit & loss, cash flow statement and other explanatory notes including notes to accounts.
