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Chapter -
pter 1 Introduction to Accounting Standards

i Introduction to Ack:-gpuntingitfarlda?_d?__ : ;, R

Standards are of two types
1. Accounting standards
2 Indian accounting standards.
Accounting standards:
(these are applicable to intermediate students of ICAI examination)
Following points are relevant.

1. these are issued by ICAI for companies on which the accounung stangarcs applies any foreign approved
accounting stanaards

2. 1l now accounting standara 1 to 29 are 1ssued except accounting standard Six a
been withdrawn So effectively only 27 accounting standard exists

Benefits of Accounting Standards
1 itincreases standardisation of financial statemeants their by increasing consistency and transparency

nd eignt which have

2 it provides additional disclosures which are betier for understanding

3 accounting standard makes financial statements comparabie
Objectives of Accounting Standards

1. to harmonise accounting policies of enlities

2 to make financ:al statements more reliable

3 1o make financial statemenls. more understanaacle, comparable and relevant
Issues dealt by accounting standards deals are

1. recognition,

2 measurement,

3. presentation,

4 disclosures,

Process of issue of accounting standards is as follows.
accounting standards board cf ICAl prepares a draft of accounting standards in area where it is needed
Such a draft is put out for pubiic commentis. Itis calied exposure draft.

After comments have recenved, final changes are made to drafl based on such comments
Accounung standard is approved by ICAI council and a new Accounting standard is born
5 such accounung standard 1s approved by NFRA and applied o companies as well

AW AN -

Indian accounting standards.
Indian accounting stangards are based on global standards.

Global stangards are referred to standards issued by intermational accounting board 1AS
International Financial Reporting Stanaards (IFRS) and International Accounting Standards (IAS)

and IAS are existing on which Ind AS nhave been drafted
India had pronused the world in 2006 that it will apply global standards

In 2015, India apphed India’'s on selected companies At the time companes whose ne

equal o 500 crore 1s were required 10 apply Ind AS
orth is more than or equal la 250 crore 1s required to apply Ind

B which are called
About 40 IFRS

{ worth was more than or

Now campanies which are listed or whose net w
AS

Mow much are ind AS and Global Standards ditferent?

Ind AS and glabal standards are more or less same but there are few differances. Whanever the addihonal
clanfieation or nputs were mado 1o Ind AS these wore callea CARVE IN

anges wera made These changes uro called cerve oul, Only

Whersver some devialion was required, such ch
jess same as global standards

around 9 to 10 deviations exist as on date Henca we can say India’'s or more or

Reasons or significance of global standards.
1 Dus to increase the cross-border captal, itis getting Impanant o have @lobal standards

2 it reduces cosl to apply standards on entities
3. Thase days global listing of shares is generally done which have made important tor companits 1o apply
giobal standards
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Framework for Preparation and Presentatton of Firancial Statements
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