Accounting Standards - A Summarized Application

Framework of Accounting Standard:
At the outset, with the changing scenario, there has arisen a great complexity in understanding the applicability of accounting standards apart from understanding the text of accounting standards. Thus, it has become utmost important to make ourselves aware of what actually such standards demand and from whom? 

There are different sets of standards concerned with accounting, which are often heard by us namely;

1. Accounting Standard (AS)

2. International Accounting Standard (IAS)

3. International Financial Reporting Standard (IFRS)

4. Indian Accounting Standard (Ind - AS)  

To facilitate I have tried my best to make summarized and contributory matter after learning from CA Parveen Sharma Sir, which is here – in – below:

1. Accounting Standard:
a. For Non – Companies Entities: Accounting Standards in India was first issued by Accounting Standard Board (ASB, a body of ICAI, constituted In 1981) It has so far issued AS – 1 to 32 (AS – 8 has been withdrawn).
b. AS - 30, 31, 32 are still recommendatory.

c. Such AS issued by ICAI are concerned with all entities other than Companies.

d. AS issued by ICAI are applied on Members of the ICAI only for attesting function on financial statements. A chartered accountant before attesting financial statements of all entities must ensure the applicability of AS.

e. All accounting standards issued by ICAI are exempt in case for 100% charitable and/or religious institutions.

f. Certain AS are fully exempted and some exemptions have been provided in some AS based on classification of all entities (Other than Companies) into 3 levels.

 
	Level   
	Exemption

	Level – I  
	No Exemption

	Level – II 
	Full Exemption – AS- 3, 17

Partial Exemption – AS – 15, 19, 20, 28, 29

	Level – III 
	Full Exemption – AS- 3, 17, 18, 24

Partial Exemption – AS – 15, 19, 20, 28, 29


 For Companies:
 In 1999, Ministry of Corporate Affairs constituted a committee, called National Advisory Committee on Accounting Standards (NACAS under section 210A of Companies Act) to properly manage accounting and to regulate the standards time to time.

· On 7th, December, 2006, MCA framed Companies Accounting Standard Rules, 2006 and thereby notified standards applicable for companies.

· AS notified by NACAS are applicable to companies (under section 211(3C) as well as on auditors (Under section 227).

· NACAS has so far notified AS 1 to 29 (Except AS-8 (Withdrawn)).

· Certain AS are fully exempt and some partial exemptions has been provided in some AS based on classification of Companies into 2 types.

	Type    
	Exemption

	NON - SMC
	No Exemption

	SMC 
	Full Exemption – AS- 3, 17
Partial Exemption – AS – 15, 19, 20, 28, 29 


Difference between AS of ICAI and AS notified by NACAS
Difference between these two sets of standards means difference between Standards applicable for Entities other than companies and for companies.

NACAS on 07.12.2006 notified all AS of ICAI as its standards with certain minor alterations. So far it has brought a change in AS-11 by inserting Para – 46 and 46A.

Still differences in these two sets of AS are as follows:
	Basis of difference  
	AS- ICAI 
	 AS- NACAS

	 Heading  
	Accounting Standard
	Main Principle

	Para paras are renumbered
	Deleted paras are not renumbered
	Deleted   

	Explanation 
	 In the form of ASI
	Added in the Standard as explanation

	AS-11
	 Para 1 to 45
	Para 46 and 46A has been inserted by NACAS


Summary of Accounting Standard:
1.  In case of entities other than companies AS – issued by ICAI are applied whereas in case of companies AS – notified by NACAS are applied.
AS - Wise classification
2.   AS – 1, 2, 4 to 14, 16, 21 to 23, 25 to 27 are applied to all type of entities with no exemption ( Whether company or not, irrespective of turnover and size of business)

[However, It is again to be noted that In case of non companies, standards becomes mandatory when accounts are to be attested by CA since AS – issued by ICAI are applied on members of ICAI on attesting function].
3.    AS - 3 & 17 is fully exempt for SMCs and Level-II and III enterprises.

4.    AS - 18 & 24 is fully exempt only for Level-III enterprises.

5.    AS - 15, 19, 20, 28, 29 is partially exempted for all SMCs, level - II and Level – III enterprises.

2. International Accounting Standards (IAS) and International Financial Reporting Standards (IFRS) & Indian Accounting Standard (Ind – AS)
a. In 1973, The International Accounting Standard Committee (IASC) was formed in U.K. with 9 nations which issued IAS 1 to 41 by 2002.

b. In 2002, The International Accounting Standard Board (IASB) was formed with more than 100 nations to standardize and establish harmonization in accounting all over the world. India is also member of this board.

c. IASB adopted all 41 IASs issued by IASC as its own standards.

d. IASB has also so far issued 9 International Financial Reporting Standards (IFRS).

e. Thus IASB has at present 41 IAS and 9 IFRS which are to be applied by all nations as per their convenience.

f. These IAS and IFRS are to be applied in difference nations by way of two means:

i. Adoption of all IAS / IFRS

ii. Convergence its own standards into IAS/ IFRS

 

g. In 2006, In G-20 Meeting India has also committed to apply IFRS & IAS through Convergence medium. 

h. In India These Converged form of IAS/ IFRS is termed as “Indian Accounting Standards” (IND – AS). 

i. On 13.05.2010, MCA through a press release gave a roadmap for application of Ind – AS in India, with effect from 01.04.2011 to 01.04.2014 based on Size of company and the industry to which it pertains. 

j. In India, on 25.02.2011, NACAS has notified 35 Ind – AS. 

k. In India application of Ind – AS is still pending and new roadmap has not been come out from ministry so far.

 3. Summary of all standards:
 1.  Thus at present mainly there are following type of accounting standards:
 a. AS – ICAI: 32 (Except AS- 8)

b. AS – NACAS: 29 (Except AS- 8)

c. IAS: 41

d. IFRS: 9

e.  Ind - AS: 35

2. At present in India, only AS – ICAI and AS – NACAS are applicable while application of Ind – AS is still pending.

3. Even after application of Ind – AS:

· AS - ICAI will continue to be applied for non – corporate entities.

· AS – NACAS will continue to be applied for companies which are not covered by application (In roadmap) of Ind – AS.



