ACCOUNTING STANDARD (AS-1): DISCLOSURE OF ACCOUNTING POLICY
Aim of this AS
· To know the disclosure requirement of Financial Statement 
· To understand  Accounting Policy
· Fundamental Accounting Assumptions
What is Accounting Policy ?

Accounting policy means specific accounting principles and method of applying those principles in preparation and presentation of Financial Statements.

Financial Statement means:
· Income Statement
· Cash Flow Statement
· Balance Sheet &
· Notes to Accounts
 
Examples of Accounting Policies:

· Valuation of inventories at lower of cost and Net Realisable Value
· Method of depreciation , Viz. Straight Line Method or WDV
· Valuation of Investment
· Treatment of Goodwill
· Treatment of Borrowing Cost
· Treatment of Foreign Exchange etc.
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All Significant Accounting Policies Should be Disclosed at one place, if the policy is not significance or material , Disclosure is not required.









Note: Fundamental Accounting Assumptions should  not be disclosed if they are followed , they should only be disclosed only when they are not followed.


Going Concern Assumption

It means business would continue for a foreseeable period. There is no necessity or decision to curtail  operation of Entity.
For example ,
 A machinery Cost Rs 10000 , Rate of Depreciation is 10% p.a.  SLM, Depreciation for 1st year would be  Rs 1000/- only.

Note : Depreciation is charged on the assumption of Going concern.



Consistency Assumption

Its means same accounting policy will be followed from one period to another period. Consistency assumption is applied to maintain the comparability of  Financial Statement.

Accrual Assumption

Its means financial transactions are recorded as soon as they accrued ,whether or not cash or cash equivalents are received or paid.
For example,
Electricity Expenses of Rs 50000 for the month of March, Invoice of which is received in April and paid in April only

Rs50000 should be debited in the month of March ( period in which Expense accrue) and not in April on the assumption of accrual.
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PRIMARY CONSIDERATION
Basic objective is that, Financial Statement should be prepared on the basis of such accounting policies which shows true and fare view.

Secondary Consideration

(a)Prudence
 Prudence means conservatism. Generally there is always been an uncertainty for future events.
Profits are not anticipated but  losses are provide. Provision are created for all known liabilities and losses even though amount cannot be determined with certainty , best estimate can be applied with the help of available information .

(b)Substance over Form

Financial Transactions are recorded and presented in accordance with the substance   ( Actual happening ) and not merely with their legal form.
For Example,
Assets purchased on hire purchase will be shown as assets in the Balance Sheet of hire purchaser , even though he is not the legal owner and  title of ownership will be transferred after payment of all installments.



(c )Materiality
Financial Statements should disclosed all the items and facts which are material ,i.e. which influence the decision of the users of financial statements. Materiality is not always be a matter of size.



Changes in Accounting Policies

· To comply with statue /law
· To comply with Accounting Standard
· For better and more appropriate presentation of Financial Statement.


Disclosure when accounting policies are changes

When  policies are change following disclosures are required :


· Old and New policies adopted by the entity.
· Reason for changes in policy
· Impact of such changes in Current Year as well as Future Year.
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