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Accounting Standards

• Accounting standards are common set of principles, rules and 
procedures that define the basis of financial accounting policies and 
practices. 
• Accounting standards apply to every corner of an entity’s financial 
picture including assets, liabilities, income, expenses and shareholder's 
equity.
• Applicable to every enterprise based on levels.







AS: 1
Disclosure of Accounting
Policies 
v Issued by ICAI 
v Deals with disclosure of significant accounting policies
v Mandatory as per law
v Facilitates the accounting policies to be shown in financial 

statements in the right manner
v Helps the readers to study, understand, compare, analyze and judge  

the figures of Final Accounts



Accounting Policy
Ø Specific accounting principles and methods of applying those principles 

adopted

Ø Used during preparation of financial statements

Ø Enables true and fair view of financial statements

Ø Vary from company to company, depending of nature of business and 
management philosophy

Ø Applicable in areas like “DEPRECIATION, FOREIGN CURRENCY  
CONVERSIONS,  STOCK VALUATION,  GOODWILL , 
INVESTMENTS, FIXED ASSETS, CONTINGENT LIABILITIES, 
ETC”



Factors influencing Choice of Accounting Policy
q Prudence
No overestimation of the amount of revenues recognized/assets nor 
underestimation of the amount of expenses/liabilities. Shows conservative 
state of financial statements. Provisions to be shown wherever needed.

q Substance over form
The accounting treatment should be governed by their substance and not 
merely by legal form.

q Materiality
Financial statements should disclose all items which influence the decisions 
of user of financial statements.



Disclosure Rules
v All disclosures should form a part of financial statements.

v Should be disclosed in one place and not shattered.

v Any important changes in accounting policy should be disclosed.

v Effect of any change in the value of an item should also be disclosed.

v A change likely to affect subsequent years should also be disclosed.







AS: 6 
Depreciation Accounting

• Depreciation refers to wearing out, consumption or other loss of value of a 
depreciable assets arising due to its use. 

• Deals with Depreciation Accounting and applies to all depreciable assets.
• Applicable on the hitorical cost of the asset or amount after considerable 

revaluation.
• It helps in determining and presenting the financial position and results of 

the operations of an organisation.
• Depreciation depends on cost of the asset, expected useful life of the asset 

and even estimated scrap value of the asset.
•  The method of depreciation should be consistent from period to period.



Eg. An aircraft costing Rs. 2,00,000 is expected to fly for 10 years. The 
engine to be used to make the aircraft fly which has a separate identity 
costs Rs. 40,000 and is expected to work for 8 years. Compute annual 
depreciation.

Soln: Original Cost of the aircraft 2,00,000
Depreciation p.a. (2,00,000 / 10 yrs) 20,000
Original Cost of Engine 40,000
Depreciation p.a. (40,000 / 8 yrs) 5,000 
Total Depreciation p.a. 25,000



AS: 9
Revenue Recognition
• Deals with booking of income in the profit and loss a/c of a concern.
• Basically, identofying the timing of recognition of revenue i.e. when 

the income should be booked.
• An income can be by way of supply of goods and services, receipt of 

interest, royalty, dividends, commission, etc.
• It does not deal with revenue arising from construction contracts, hire 

purchase, lease agreements, government grants, subsidies and 
insurance contracts.



• Revenue from Sale of goods is recognised when the seller transfers 
the ownership of goods to the buyer for a price.

• Revenue from Supply of services is recognised based on performance 
of the services, either proportionate completion method or complete 
service contract method.

• Interest is recognised considering the principal outstanding amount.
• Royalties is recognised on accrual basis as per the agreement.
• Dividends should be recognised when the right to receive dividend is 

established.



AS: 10
Accounting for Fixed Assets
• Covers land, buildings, plant and machinery, vehicles, furniture and 

fittings, goodwill, patents, trademarks and designs.
• Doesnt cover fixed assets under inflation accounting, forests, plantations, 

naturally growing resources, wasting assets like minerals, oil, natural gas, 
real estate development, livestock, depreciation, government grants, 
assets under leasing rights, etc. 

• Cost of a fixed asset includes purchase price, import duties, taxes 
incidental expenses of bringing asset into working condition like site 
preparation, delivery and handling costs, installation costs, professional 
fees for architects and engineers but excludes trade discounts and 
rebates.

• Assets acquired under hire purchase method is not covered under AS:10






