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Need and objective

Accounting standards are guiding documents which guide us on accounting a particular financial transaction and disclosure of such transaction in the periodical financial statements. 

It is issued by the governing authority or a delegated authority in each country. In India,  presently, the  authority to issue and form accounting standards can be said to be National Advisory Committee on Accounting Standards (NACAS) as it advises the Central Government on formulation and laying down of accounting policies and accounting standards which the companies adopt. For Non-company enterprises, the delegated authority is the Institute of Chartered Accountants of India (ICAI).

Objective of accounting standard is to bring uniformity in various accounting policies and principles adopted by various reporting entities so that the differences are minimized and allows the users of financial statements to compare financial statements so that the reliability on financial statements can be placed to make economic decisions. 

In 1973, to bring uniformity in accounting policies and practices, an independent organization Financial Accounting Standards Board (FASB) was formed in the United States of America. To maintain uniformity with international practices, in India, in 1977,  Accounting Standards Board (ASB) was constituted by the ICAI.

The ASB aims to provide a strong financial reporting framework in India. To achieve this objective, the ASB, examines the matter on which accounting standard is to be formed by first examining the extent to which the International Accounting Standard (IAS) and International Financial Reporting Standard (IFRS) can be adapted in formulating the Accounting Standards and make the necessary inclusions and exclusions to suit the Indian economy while adapting IAS and IFRS.
The ASB continuously reviews the Accounting Standards, issued at regular intervals and provides interpretations and guidance wherever required. If the economic condition has changed making the accounting standard not furnishing relevant information, then, the accounting standard may be revised.

Procedure for issuing accounting standards by the ICAI:
Prior to constitution of NACAS, the Accounting Standards were issued under the authority of the Council of ICAI. The procedure followed to issue of Accounting Standards can be summarized as below:
· ASB on careful examination determines the transactions to which Accounting Standard is required to be formulated;
· The ASB shall take consideration of applicable statutes, existing practices and the economic factors prior to proposal of accounting standard;
· Form study groups to consider matters to be focused to issue Accounting Standards;
· Encourage participation of members of the Institute and others in the study group;
· Take assistance of the constituted study groups and consider the report submitted by the study group;
· The ASB will hold discussions with representatives of Government, Public Sector Undertakings, Industries and others and collect their opinion;
· Based on the report of the study group and communication with above mentioned representatives, the ASB will prepare a draft of the proposed standard will be prepared and made available to public at large;
· The draft is made available to collect the opinion and comments on the proposed standard;
· The draft of the proposed standard will contain basic points of proposed standard such as: 
1. Concepts and basic accounting principles relating to the proposed standard;
2. Definitions of terms used in proposed standard;
3. The application of accounting principles in formulating the proposed standard;
4. The manner in which the proposed standard should be complied with;
5. Entities to which the proposed standard is applicable along with complete and partial exemptions if any;
6. Date from which the Standard is applicable.
· The ASB will consider the opinions and comments  received to the draft of the proposed standard;
· The ASB will then finalize the proposed standard and submit it to the Council of the ICAI;
· The Council will consider the finalized standard and will make necessary changes if required after consulting the ASB;
· The Accounting Standard will be issued under the authority of the Council.
