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REPORT

A seminar was organised by Department of Commerce,
Pattamundai College, Pattamundai on dated 12.02.2020 at 10 am in
Hall no. 25 on the topic of “ACCOUNTING STANDARDS, IFRS & XBRL “.
Dr. Sarat Kumar Sahoo, Reader in Commerce, Ravenshaw Junior
College, Cuttack was resource person for the seminar. In this seminar
most of the students were present. Prof Adhikari Laxminarayan Dash,
Principal chaired the meeting. Prof. Sanjib Kumar Dash, Head of the
Department gave a key note address of the topic and welcomed the
guests on the deice and the participants. The meeting was ended with

vote of thanks by Mr. Jitendra Kumar Mallick.
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5.2 Financial Accounting

5.1 ACCOUNTING STANDARDS
5.1.1 Introduction

In Accounting, as we know, one item may be treated in different ways. For example,
among different methods of depreciation, a firm may choose any one it likes. This diversity uf
treatment makes accounting less meaningful. Thus, a need to formulate some guidelines, whizh
is to be followed by all the firms was felt. As a result different countries have formed their own
accounting standards o address this problem. In !r‘.dial‘. it is the Institute of Chartered fccountants

of India (ICA!) which issues the accounting stardards.

Accounting standards are the accounting policies and broad guidelines issued by an
accounting body from time to time relating to tie treatment of certain specific items in order
to bring uniformity in the preparation and presentaiion of financial statements.

The ICAI constituted the Accounting Standard Board on 21.4.1977 to formulate accounting
standards. These accounting standards may be establis
far, has issued 32 accounting standards. Odt of which AS- 6, 8, 30, 31 and 32 have been
withdrawn or marged. Thus, in fact, at present there are 27 AS.

5.1.2 Objectives of Accounting Standards

Accounting standards are laid down keeping in view the following objectives.

(i) To bring uniformity in preparation and presentation of financial statements.

(i) To Guide the accountant on some specific issues.

(i) To make financial statements r'cliz\.bla authentic and comparable.

(iv) To Standardise diverse accounting policies and practices.

(v) To promote better understanding of financial statements.

(vi) To provide no room for personal judgement.

(vii) To facilitate audit work.

5.1.9 Accounting Concept Vs. Accounting Standards

Basis

Accounting Concepts

Accounting Standards

Who issues 7

/—.

These are not issued either by
professional bodies e by Govt.
These have bzen traditionally
followed.

These are issued by [BAl or
by Governiment.

These are general rules of

2. Whatitis? These are genera! guidelines to
recording transactions and deal with specific areas of
preparation of financial accounting such as depreciation
statements. inventory valuation, etc.

3. Discretion They allow more discreption

to an accountant. For ex fian
accountant has the discretion
to use any method of valuation
of inventory.

AS l‘est1-|ctsﬁ5§?/0 tjop os o oY
accountanty 4 IFDmcthod _ M,!f:ﬂl-‘
of inventory valuation is not P :
allowed as per AS-2.

4. Uniformity

Accounting concepts give different

The possibility of uniformity is

results. So it brings dis-uniformity.

greater in case of AS.
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Accounting Standards, IFRS and XBRL 5.3

For the purpose of maintaining unltorm.t) in accountin I‘F\p] inciples all over the world, the
International Ac,co.mtmo Standards Cormities wias formed, 1O

agreement to form this committee was s:.;:.r:d oy 16 acconnting bodies from nine nations namely,
the USA, Canada, the U.K., Austraiia, Japar, France, Germany. Netherland and Maxico. The
objective of the committee was to formulate and publish standards for presentation of financial
statements, Bo that there will be world-wide acceptance, fonccuuenll%(_fhu financial statements
published’in different countries can be comparable. Standards do not have any statutory authority.
These do not impose any legal obligation. But they have a persuasive value. The revised
agreement was signed in Nov., 1982. Roth ICWAI and iCAl are members of International
Accounting Standard Committee.

5.1.7 Advantages of Aucggntmo Standards =« W
\fanom benefits of a._counnnu ..mndnrdg H;L Fol; pi ax< *
ng
1 stand:
extent, the diverse accounting policics ard 223, By settin
options are either totally eliminated or recyed o u)'mdu nhlé
As a result financial statements become thore meéaning

iminates or raduces, to a large
‘broad guideline, the multiple

.\..frl

3 s T
1. Ru‘]}ees Imp-'u:to Diver: L

' _m! comparable.

= 2. Increases Credibility- and Rn!:a_blls_ty Financi: ll Stautements - Through uniform-

and clear-cut guidelines relating to the treatiment different items such as revenue recognition,
valuation of mv#n‘ory, disgiosure, etc. |t enhancgq ;IIL reliability and creditibility of the financial
statemenis. So various stafeholders of a buginessePuch as invastors, craditors, ete. accept such
statements with confidence.

3. Facilitates Comparison : Finone izt statements of different enterprises can be easily
compared when ail of them foliow the sarie nceet inting policies. rfules and guidelines as set by
accounting standards, This hclp; a firin to :‘* ‘IL.Ite its pe rformance thh respect 1o othc: similar
f“”ns q T, . w, aEed ehakly S £

4. Easy Commuuication : \1-\' _ { the busmcss F]l ‘ ::'L:uau::
should hc. understood by different persous or ,qu €5 in the sanie’ sense. \Lcoadmg ‘s andards,
s i)
through certain 0u1delmes 0 dlre.,r'vu m“"f- ﬁ:“ accounting tmtnn-n, complchcnqlblg by all
interested parties us the same sense. :

5. NoxRoom for Personal JLu,,emem The scope for personal prejudices on the part
of the ac\.oummt is reduced as various rules and gu delmes on various aspects of accounting
ar&yﬁear!_\_ spelt out by accounting standards.

6. Facilitates Decision-MaKing : Wh cn zceounting w’t., iards are followed {he investors

and creditors / lenders get fuil mfmm‘mcm abc-.:r 'hr- hn"n' 1{.‘ posit ;0'1 of an undertaking. So they
are able 10 take right decisicans.

7. Promotes p Sound Financial ‘3."--‘ 11 Introduction of accounting standards promates

sound financial system domestically as yeeil s | ; uc:nnion:»"\- through financial regulation and
supervision. It bring$ confidence and lr\ 1 o rhr iiraticial system which helps growth
of financial market. ¥, Gs ' ‘

on on 29th June, 1973. The_“ ,

Y I"I{*COIII usions aie clunmatm g, 2 A\«
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5.4 Financial Accounting

8. Brings Reform in Accounting : Before suggesting an accounting standard a lot of
research work is done by the professional bodies. Consequently, old and irrelevant standards are
removed and in its place new relevant accounting standards are introduced.

9. Ensures Additional Disclgsures : Accounting standard may insist to add important
information beyond what law requires. Thus it makes the financial statements more usefu! for
the users.

5.1.8 Demerits of Accou nting Standards
Accounting standards suffer from the follgwing limitations .

L. Rigidity : Accounting standards bring ri}sidity in accounting. When accounting standards
are followed flexibility is reduced. :

2. Can’t-Override Law : Accounting standards-can not override statue. Accounting-
standards are framed within the statutory provisions of a country.

3. Difficult to choose between Alternatives : Sometimes alternative treatment exists
relating to a particular item. In that case it is difficult 1o choose the right one.

4. Costly : Introduction of accounting standards involves cost because employees are
to be trained, system is to be upgraded. expfrts are to be hired and so on.

5. A8 Differs : Accounting standards vary from country to country because of differences
in traditions and legal system

5T4 Accounting Standard Board of India

(a) Formation : ASB was formed on 21% April, 1977 by the Institute of éhartered
Accountants of IndiajJt consists of:

(i) Elected members of ICAY.T
(i) Nominee from central government.

(iii) Representative of the office of the Comptroller and Auditor General of India.

_ / (iv) Representative from CBDT, ~vn—st [ CMJA !

! (v) Representative from company secretarics of India, RBI, SEBI, ctc.
) (vi) Representative from academic institutions, financial institution and Management Enstituzg'

(b) Functions : The main fuictions 0#ASB are: 4

To help ICAI to formulate accounting standard.

To determine the. areas where accounting standard need to be developed.

To review the accounting standard in the light of changed business environment.
To give clarification on certain points mentioned in accounting standard.

To suggest methods of introducting the International Accounting Standard inFerlain
areas. y

e o
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5.1.3 Scope of Accounting Standard -

business environment prevailing in India. In case of conflict thé law will prevail and the
financial statements Jre to be prepared 25 per law.

2. AScan not ovenﬁ:(-e the local reyiiations vwhich govern tie preparation and presentation
of financial statements in the country. in this case, expianatory ncies must be given
explaining the treatment of a particular Hem.

LVE]

No accounting standard will have retroacrive application, unless olheﬁu~xise stated. The
ICAI will specify the date on which a particular standard will apply the class of entities
to which it is applicagsa. 12 . A
While formulating AS, emphasis will be on laying down accounting principles and not
detailed rule for its application and impiementation.
5. The institute will try to persude Government, appropriate aythorities, industrial and business
community to adopt AS to bring uniformity in the preparation and presentation of financial
R statements. v P 53 :

_C i 5l . . T i M
5.1.5 Procedurc of Issuing AS by 1CAY : : S
- —(a). First of all the Accounting stendard Froard {ASR) wil} isok-inta the broad areas for which
AS are.to be-formulated. ¢ . oo it

e B

WO v EnL e

(b) The study group consisting of members of ICAL and others is formed to consider
specific subjects. It prepares a preliminary d,'.aft. -

(¢) Then ASB holds discussion with the representative of the Government, Public Sector
Undertakings, industries and other organisations to obtain their views.

(d) Then an exposure draft of the proposed standard is prepared and issued for comment
by members of the institute and the public at large.

(e) After receiving comments from different-Guarters the draft is finalised by ASB and
submitted to the institute.

@0 00 009 0000 00 0 9 ° 0 O o
I

() Finally, the council of the institale.makes the final drafi and the AS Is issue;i under the

authority of the council. ;
~ So fpr I&
Deveippment” and
AS-10\ Effectivel _ :
5.2 INTERNATIONAL ACCOUNTING STANDARD -1A8 - ... . .. st

Every country has its own accounting standards which differs from country to country.
It makes comparison difficult With increased globalisation, inflow of foreign direct investment,
increased investment opportumities acrozs the boarder, opening of mere subsidiary in foreign
countries there is a pressure to, frame a single set of accounting policies and practices to be
followed by all countries. This is benefiziz! net only to investors and lenders but also to the
financial analysis. The global investors need a relinble, ynderstandable and comparable financial
statements. ' S R MR S :

1.~ Accounting- Standards -are- issued- in-conformity- with- the--laws-u-,@',ustems,- usages-and— - -



5.6 Financial Accounting

5.2.1 International Financial Reporting Standars (IFRS)

The statements issued by the Board of International Accounting Standards Commitiee
from 1973 to 2001 are termed as International Accounting Standards (IAS). But the International
Accounting Standard Board itself took over the responsibility of formulating international accounting
standards with effect from 1.4.2001. Since then the international accounting standards are
known as “International Financial Reporting Standards or [FRS.

IFRS is a set of globally acceptable financial reporting standargs issued by International
Accounting Standards Board (IASB). It is an independent standardg $etting body having its
headquarters at London. The IFRS issued by {ASB are being foillowed in more than 114
countries of the world. The objective of following IFRSs is to speak one accounting language
all over the world. Till date 41 IAS has been issued. Some have been revised and a few have
been deleted. The total number of IFRSs issued till new is 15.

Features : The main features of 1¥RSs are:

1. Principle Based : These are pnnmpie based and not rule-based accounting standards.
They provide general guidance for ’rmancni reporting rather than setting rules for industry
specific reporting. c-

2. Substance gver form : [FRS states that ;gansactions should be recorded on the basis

of economic reality and not on the basis of their legal form. Fo example, when an asset is

purchased on hire purchase system, the buyer shows it as an asset even tl}mugh he is not the
owner. ;

3. Currency : Un‘der this system assets, liabilities, revenues and expenses are recorded
in the functional currency instead of local currency.

4. Fair \:‘.{Ines : It lays emphasis on recording assets. liabilities expenses and incomes
at fair values.

5. Depreciation and Economic Life : The IFRS states that the economic life and
deptecmhon on property, plant and equipments are 1o be r;c,g?sessed every year.
5.2.2 Need of Gn\crocnce wil) IFRS

When two or more things come together to form a new whole, it is termed as convergence.
The Indian accounting standards are aligned or roditied keeping in view the standards laid down
- by IFRS. These modified version of the accounting standards are called Ind-AS. Till 2015, 39

Indian Accounting Standards have been conva/&n.d with !I"RS_fuch convergence is necessary
due to the following reasonb

1. Global Harm;lmzaho'a A company may have subsidiaries in more than one country.
Each country will prepare its financial reparts as per the generally accepted accountapee-i v~

principle of th countr\.,\\ herdthe parent company is situated. Such problems will not arises
when all companies follow IFRS

2. Need to communicateJAcross the Border: With increase in global trade and
globalization of capital market/companies need to communicate their financial - health to the

—

S T 15 - AempiAeA. Yo _wecencile EU-L

S YV ED
-re/["»wﬂcé i Ped Ve ch“W”*’”wAJ r‘”L
C‘o‘xwﬁ‘_‘f’} J%W
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k:v“‘ outside world because they may have to borrow from outside. S they should prepare their
5‘1 é financial statements in such a way that these will be accepted globaly” Hence, they should follow

3. Investor’s point of view : The investors would like to invest their capital in the most

SE AN ,51?9@1)3@‘3 Pg&iuclg’ﬁg}ng/zyggs gtgbgg’ provided they are able fo understand their accounting =~ -2
. M > ' - - - . . .
T A followed they can easily compare the financial stateraents of different companies operating in
different countries.

4. Accounting professioi: : When iIFRSs are followed in different countries professionals
of one country can carry out their profession in other countries. Besides that the quality of
service provided by the professicnals will increase. _

5. Enhances comparsbility : Harmonization of accounting policies, presentation,
disclosure, etc. enhances the comparability of financial statements prepared in different countries. e
5.2.3 Benefits of convergence with 1FRS _ =

The advantages of convergence of the accounting standards of one country with IFRS

is studied under the following three heads.
(A) The Economy
(1) Increases the growth of international -business
7Ty Ensures an orderly and efficient global capimaltinarker, T e

(iii) Helps in more capital formation, hence fasters econoimic growth.

(B) Investors ¥~

(1) Investors wishing to invest across the h{%'i!er can do it by going through the financial
statement of differents companies cperating globaly.

/ (iv) Encourages international investment, herce more inflow of foreign capital to a county.

(i) Increases confidence of investors because of high quality financial statements.
/() The Industry ;7
() The industry is able to raise capital from foreign markets at lower cost.
i) The burden of financial reporting .is reduced as it simplifies the proces of preparing
I g i P prep ]
financial statements.

(iif) Italso reduces the cost of preparing financiai s:atements using different sets of accounting
standards’". TR,

Indian Approach to Move to IFRS
: Originaf;i,ndia'decided to follow IFRS from 2017 but it was postponed 1o 2016. Itapplied -
IFRS yvith effect from 1.4.15 on some specified companies. India did not adopt IFRS but moved
to 1 by convergence as it gives more scope for making country specific changes. The
A5 ) canvcrged/ A§ with IFRS are named as I_n\zii/ag_-,-\cc‘ unting Standards (Ind AS).

The Ind AS are a set of accounting standards notified by Ministry of Corporate Affairs
; (M/%A), Government of India. These are formulated by ASB of ICAL So, now India has two

® ® 50 0 00 ¢ © 0000 00 00T g9 0 0 0



5.8 Financial Accounting

i i
acounting standards%a the existing AS and the Ind AS (the converged version):mi now the MCA
has notified 40 Ind AS. e s

Implementation :

(i) From 1.4.16 : All companies having net worth of more then 5 billion rupees were
77 bound to follow Ind. AS.

: \C:v"’\ (ii)) From 1.4.17 : All companies having net worth of more than 2.5 billion of rupees are
Y e bound to follow Ind AS

(iii) From 1.4.19 : It is mandatory for scheduled commercial banks (excluding RRBs),
ERNOIE. ot o Term-lending refinancing institutions-such as Exim -Bank, NABARD,-. -

SIDBI, etc and insurance companies, The listed NBFC having net worth
of less than T 500 croregfﬂe unlisted NBFC having n;ié\_rorth of hite m sve @

than ¥ 250 crores but less than ¥ 500 crores.
It may be mentioned here that the NBFC having net worth of less than Z 250 crores,
the ufban co-ooperative Banks and RRBs are not required to apply Ind AS. They have to follow
9 1 the existing accounth}glé ndards.

2% '

fe— 5.2.5 List of,Ind AS
=%

™

5.3 XBRL - Extensible Business Reporting Language
5.3.1 The Concept of XBRL

/ [n India, ticre are a large numbeg of Histed companies. These companies submit their
financial staternesntiﬁql\;?’r)ous regulators,$uch as Ministry of Corporate Affairs (MCA), SEBI.
/ etc.ﬁuppose three,companies, A, B and C submit their financial statements to MCA. These
| companies may use different terminology for a single item. For example, for d%btors— A. Co. /
¥ srites “Sundry Debtors”, B Co. shows it under the heading “Due from customers” while C. Co.
reports it as “Trade Receivables™. Consequently, the system of MCA is not able to understand
whether these items are same or not. To solve this problem XBRL recommends standard terms
to be used by all firms. When all firms using XBRL use the same terminology._jt becomes easy
to understand and compare the financial statements of similar companieﬁ'

AL can be easily
understood from the following examplc.}‘; Sk
. P B o\
\, ’\A—-'f A. Company B. Company C. Company ,

Sundry " Due frem
Debtors Customers
L

y
Accounis
Receivebics
(XBRL)

Trade
Receivables

® ¢ o &© ¢ 000 0 0 0 ¢ 9 o.°
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Thus, under XBRL;
(i) Terminologies are standardised. All firms reporting under XBRL use the same terms.
(i1} In the above case, all three compamm have the write ° ;W&s in stead

of writing ‘Sundry Debtors” or “Due froin custamers’ ¢r “Trade. Receivables’.
(i) The term “Accounts Receivables’ is called a tamno‘g"n \Bﬂdu XBRL.
e . X
(iv) A common business reporting language is USCG’\WhILh can be understood all over the

world.
(v) Because of consistency comparison and analysis become easier.
(v';‘) The abbrivation XBRL is expanded as under:

% p\)\ = X = Extensible, B = Business, R = Reporting and L stands for Language.

—_— e
Thus, XBRL is an internet - based non-proprietory open standard used for the preparation,
jchange and publishing financial statements. i axmp!e words, financial reporting in a common

stahdazd language electronically is termed as XBRL. H has been developed through a process
as Aorl

of collaboration between the acccuntants and technologists ali over the world. Together they

form XBRL international. Hig o

e -Ad\}m'i't';g;as TR e AR
The XBRL System offers the following advantages.

1. Comparability : When companies follow XBRL, their financial statements can be
compar“d with the financial statements of similar companies operating over the whole world.
Inter conmpany comparison can be done in real time.

2. Transparency : XBRL brings transpareuicy into the preparation and presentation of
financial statement. It is very difficult for a company to hide something if it uses XBRL
technology.

3. Easy Detection of Errors and Frauds: The rfinancial statements prepared by
companies are to be passed through a standard naming platform whzre errors and frauds are
detected. Unless these are corrected XBRL system will not accept it.

4. Easy Reporting : Reporting under XBRL becomes easy and fast as data are to be
transferred electronically.

5. Time and Cost Saving : Under XBRL financial statements are prepared and
tranafeﬂ ed quickly. It also removes a lot of paper work as data are pr ocessed electr onically.

6 Data Andlvms - Dal%/lnalvm under M3RL becomes easy and qmcl\ which is not
only useful for the data pmvuij)m but also guides future investors.
7. Uselul for Regulators;: ‘(B l system: is very userul for the reguiators such as

/ Ministry of Cor rporate Affairs, RBI, SEBI, ROC, Tax Authorities as they can go through the
financial statements of different c;qmp_anﬁc:; quickly to take some decisions.
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8. More Scope for Accounts : XBRL creates more scope for the chartered accountants
as they can work on auditing the financial statements of companies operating in any country.

5.3.2 Some Terms used in XBRL
) : ;
(i)_Taxfnom)i: T_Il{g_ggandard:_ termir.usml&miw_wm the
example given above “Accounts Recejvable” is a taxoromy. For example, all the terms used on
TN : :
the leftside of a Balance Sheet such as fhare capital. Reserves and,furplus, Debenture, Fixed
Assets, Current Assets, etc. are taxonomies. ' '

Thus, we can say that taxonomy is nothing but the E-Dictignary of reporting elements.

These are the authorised definitions. Taxor mies are developed by}@ulatori. Govy\/[inistry of
&er. Affairs, SEBI, Accounting St@tters. "

(ii) Meaning of X : X in XBRL stands for Extensibility. It means that new taxq\mies
can be created. :

.v!
% | 3
(iii) Tagging : Providing numerical figures against eaca reporting element is termed as

'tagging. Thus, tagging is a process by which any financial data can be tagged with the most

appropriate elements of the ta.xonoa11yf’ﬁxor-1on1ie_s are shown on the left handside and tagging
is done on the right side.

(iv) XBRL Instant Document : The Sheet containing taxonomies on the left side and
T e e g —_——— e e

e
tags on the right side is called an_instant document.
The following example of tiie liability side of a

o He<se +£'\’\:’Y"5".
» ve~Aswsit Balance Sheet

Particulars Y 313716 31.3.17

I. Equities and (_{J)i/abilities
1. Sharcho Igfifs" Fund
(a) Share Capital

(i) Eguity Share Capital . 2,00.000 | 2,50,000
(ii)APrcference Shares 1,00,000 1,060,000

(b) Reserves & Surpius
(1) General Reserve 20,000 30,000
(i1) Securities Premium 10,000 15,000
(iii) Profit and Loss A/c : — 25,000
2. NonGurrei Liabilities ; : b
(i) 10% Debentures 5,00,000 5.00,000
(i1) Seg{rcd Loan — 1.00.000
(iii) Ugdif;cured Loan 30,000 1,50,000

+

1 }¢1w34 al> tax s >,

i
|
|
|

Pelonrce Cher Kars e} I
B S=wbove—threeterms.
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3. _Current Liabilities !
(i) Trade creditors 20,000 30,000
(ii) Bills payable 15,000 10,000
(iii) Prov. pro Tax 3 117,000 25,000
Ty B : T T SRt ia I o I
= Total q,32 000 \2,3Y, 084
v (?
MM —5  Taxonomies —¥ t—r_ﬁggmg

3.3 The Process & Tk avd Dolisweenl S

Different firms use different software to process their data. These are SAP/SAS, Excell,
propnetorx\soﬁware Quickbook Enterprise, etc. First of & companies prepare their financial
statements'\thelr computer. Then these are passed through a standard naming platform. Finally
these are converted to electronic format which gm;‘s birth to XBRL.

-

Excell New language SEC
Financial _r> Financial [N Electronic | _ ,
Statements [ Statements [~ v Format = XBRL
5.3.4 Who can use, XBRL ?
s Regu!atﬂg

% Fmanual regulators such as RBi, SEBL ele.
¥ Reﬂlsl/or of Companies. ; _
. Mmlst:v of €orporate Affairs. .~ - ; ;
* Tax Authorities. .
* Statistical Aulhori{s
2. Companies P
* Listed companies rﬂ,-m:?
* Having more than ¥ 5 & paid up Cﬂplm
* Having turnover of more than ¥ 160 cr. during a financiai vear.
* Holding companies having subsidiary companies for the group.
3. Government s
* To compare thc,financial Btatements of different companies.
/ * Tsreport the performance of companies 1o c‘th:.r parties or regulators.

w

The companyitself can use XBRL-forthe benefit-of-investors and-atso-for future reference:— -
5. Chartart Accountants : Fer client reporting

Analyst : To analyse data to draw conclusion on some specific issugs. The researcher
————
can also use them
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5.3.5 Features of XBRL a

(i) Clear Definitions : Taxonﬁ‘aies are clearlydefined and exhauslibl{prepared so that
it can capturgftﬁe meaning of all reporting elements{For example, in India the financial reports
/" are to be prepared as per @g of the Eomp:f)ie:; Act. Qll companies reporting under XBRL
have to use those terminologies. It is the duty oftllée Av’egskd.—.-;eua-r-ep-feq-uiaf—by-&;avt. (who
: - evv

prepares taxonamies) to clearly define the #ferm that needs to be “rJeported upon.
(ii) Business Rules : XBRL contains rules that constrain, What can be reported. It
- means it has certain rules: These are:— R g e e

o wiNe
(a) While tagging tAxts can not be used. One has to waiag figures only.
(b) Rules can be logical or mathematical or both.

(¢) Instant documents can not be};rploadecl directly. It has to go through the process
of validation to stop wrong off poor quality information being sent to regulators. It
defects errors. Unless the errurs are rectified it can not be uploaded.

)

(d) New rules can be added to bring accuracy and trapsparency. 23
£ s - o e

- ?"‘,\ \& (iii) Muti-lingual Support : Taxonomy can be prepared many languages M hich can
i -~

4 be captureg by XBRL. It means it is possible to display a range of}eports in diffetent languages
X t&one {gl in English which can be understood all over the world.
3 < 3 iv) Software Support : XBRL is suppbeiediby a large number of vendors.
5'7 5.4 ILLUSTRATION ON SHORT QUESTIONS

1. What are accounting Standards ?

2. State three objectives of accounting standards.

--3. Differentiate betweer.(any two) accounting. standard .and concept. =
4. State three advantages of accourting standards.
5. What functions are being performed by Accounting Standard Board of India. :
6. What is Internationa! Accounting Standards. ¢ /

i
What is H%Fgg State its two features. '

Why accounting standards of India should be converged with IFRS ?

~1

o oo

How economy is benefited due to converience of Indian accounting standards with
IFRS ?

10. What is Ind. AS ?

1. What is XBRL ?

12. What is m&?;’\ iiontioiaen s 7
3. What is tagging ? 4

14, What is instant decument in XBRL.

15. What is the meaning of X in XBRL.

o



/
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16.
17.
18.
19

Name any four regulators.

Who can use XBRL.

State any two, features of XBRL.
State ,[.],‘,EEE— advantages of using XBRL.

Answers

2

Accounting Standards are the accounting policies and broad guidelines relating to the
treatment of some specific items. These are issued by an accounting body from time to

time. The standards guide the accountants and bring uniformity in preparation and
presentation of financial statements.

The three important objectwes of accounting standards are;

(i) They bring um}(rmlty in preparation and presentation of financial statements.
(i) They guide the accountants on sotie specific issues.

(ili) They reduce the scope for personal ‘judgement.

(i)  Accounting congepts are the general rules of recording transactions and preparation
of financial statements. But staridards are broad guidelines 1o deal with specific
P e
areas of accounting.

(i) Concepts allow more discretion to the accountants while standards restrict their
discretion. -

The three advantages of accounting standard are:

(i) Facilitates comparison : When all companies follow same_accounting policies, .
p p gp

rules and guidelines, their financial statements can be easily compared.

(ii) Eliminates Dl\c;se Accommng Policies : By Setting broad guidelines, it reduces
multiple options, accounting becomes more meaningful.

(ifi) Brings Reform in Accounting Accounting standards are set after a lot of
reasearch work and after much deliberation. As a result, old lrrelev‘}w standards
are removed and new standards: are .introduced. : .

The functions of ASB are;

1€ _tunctions of Asb a

(1) It helps ICAl to formulate accounting standards.

(i) It determines the area where accounting standards need to be developed.

(iii) It reviews the accounting sfandards in the light of changed business environment.

Prior to 1973 different countries had their own accounting standards. So financial statements
prepared in one country could not be compared with the financial statements of another
country. So to maintain uniformity in accounting policies and principles, the International
Accounting Standard Cominittee “was: formed in London: The purpose of Internationa!
Accounting Standard is to.formu!ate and publish accounting standards which has world_._
wide acceptance 'Son:.ﬂquemh financia! staiements published in different countries can

be comparable. ke o5 stonAavAs y—reﬁﬁv’a bed

)"‘W}J Lok p-.cﬂf-’"* M.:ﬁj!-i) wv\/b“'j PMM")\

vy g Tt edimatona ot by e «—AM"'&“’/
fo W su)eA ¥ \ e
W e +\ A A L

S R oo SramAodAs.

— .\rz,-{v-»’u-\"""""o" : kaw“ﬁhmj
N~
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s

8.

IFRS stands for International Financial Reporting Standards. It is a set of globally
acceptable financial reporting standards issued by international Accounting Standard
Board. The objective of IFRS is that all countries in the world must speak one accounting
language these—are; Tl & feotuves £ 12 RE oveg
(i) Principle-based i.e.. Eener«l auldelmes

e
(i) Substance over form ie.: ,alansacnons ﬁhould be |ecorded on the basis of their
" économic values and not on their legal form. =
Accounting Standards of India should merged with 1FRS bec yuse of;

e 2V

countries..The-pasestTdnipam-—must compare financial statements of its subsidiaries.

\A (i) Global Harmonization : New—-éuc company@fhaving its subsidaries in other
Yo /
g;—t’*

\\—~(ii) Need to communicate Across the Border : With the increase in global trade

--10.

1L,

and globalization of capital market, companies need to communlcate outside world
in order to borrow from foreign countires. £ ~»~* ¥ tes
———

(iii) Enhances comparability : HarmoniZation of accounting policies, presentation,
disclosure, etc. helps comparison of financial statements.

The economy is benefited in the following ways due to convergence of Indian Accounting
Standard with [IRS.

(i) International business grows Taster.
(ii) Ensures gn orderly and effictent global capital market.

(iii) Encourages international investment.

When the-existing accounting standards are merged with IFRS:-it-is called Ind. AS: Fhe--
converged AS with IFRS are called Ind. AS. These are notified by MCA, Governme}r}»"‘u’ L

Till now 40 Ind. AS have been issued. These are implemented phase-wise from 1.4.16.

XBRL stands for Extensible Business ss Reporting Language Financial reporting in a common
standard lan&,uage electronic ]v is called XBRL. It i5a globally acceptable business
language. It facilitates compay ility and brings transparency.

The standard terms used to describe the reporting elements in a financial statemenyare
called tagonoiries.

Providing numerical figures against each reporting elenzent in the financial statements is
called tagging. i

The sheet containing taxonomies on the left side and tags ()mmemal figures) on thgfight
side is called instant document.

The meaning of X in XBRL is Extensibility. It means new taxonomies can be created
or added to the existing list.

Tl}éfour regulators are: RBI, SEBI, MCA and Tax Authorities.

The following persons can use XB I‘Lj B g S R S o R

(i) Regulators (ii) Companies (iii) Government (iv) Data providers (v) (,hartered Accountant
(vi) Analyst. :

o

ooo.Ooo:oobooooo?
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18. The two features of XBRL are:

: 2 ~ 3 .
(i) Clear Definition : The taxonymies used in XBRL must be clearly defined. There
y/ should not be any ambiguity or confusion in the terms.

Ot

T——(ii) Business Rules : These are certain rules in XBRL. The rules can be logical or
mathenaatical or both. For example; while tagging texts can not be used. One has
: = S BETS i
to wads numerical figures.

19 The HhiFe6 - adVARtAESS OF TSt XBRL iy " e e
o

(i) Compar’bility : Financial Statements of different companies operating in any country
v RP can be compared.

through a naming platform where errors and ercers-and re easily detected.

(iii) Time and Cost Saving: Under XBRL  financial statements are prepared and
transfgrred quickly. It also removes a 0t of paper works as data are processed:

electronically.
_EXERCISE — 5 L)

. : . : S BN : .
. Multiple Choice Questions. Tick the correct easuse from the given alternatives.

I. When the Accounting Standard Board was established ?
(a) 1956 (b) 1977 . (c) 1997 (d) 2018

7 1 3 O e 2 o

D‘J}ru—” i——(ii) Detection of Frauds and Errors : Under XBRdL/ the i s;t(ant c_)gumem is passed

!\J

(a) To bring uniformity (b) To facilitate éomparison

(V5 )

Which one is not a demerit of accounting standard ?
(a) Flexibility (b) €an’t override Kaw
(c) Costly (d) None of the above
/ 4. Conversion to [FRS is necessary due to 5
(a) Global Harnonisation (b) Enhance comparability —— 2

(c) Need of communicating across the border (d) All the above
5. The letter X in XBRL stands f'oi'_;

(a) Extended (b} Xylophone (c) Extensible (d) Xerophytes
6. XBRL technology is used by;

(a) Regulators (b) Companies (¢) Government (d) All the above
7. XBRL brings;
(a) Comparability

(b) Transp%&;_\-- (¢) Quick reporting (d) All the above

e

CYrondAA 4 s

-

(C) IO Hulde arcountae " Ty Al abope s e e et s
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Financial Accounting

II. Fill in the blancks

148

2
4.
5
6
T
8.
9
10
11
2
3
4.
5.

12.
13.
I
1

(1) 29.9, 19?“ (2) Restrict (3) Guidelines (4) 32 (5) ]977 (6) Intematlonal Financial
Reporting Standards Bessl {7) Ind AS (8) International Accounting Standards Board
(9) International (10) RRBs (11) Extensible Business Reporting Language
(12) Taxonomies (13) Loglcal (14) Can’t override (15) ICAL

The International Accounting Standard Committee was tormed on ——.

AS —— the discretions of accountants s
AS are generai —— to deal with specific areas of accounting.
=—=accounting standards., - S S L— s
Indian Accounting Standard Board was formed in ——.
Full form of IFRS is
Modified version (with IFRS) of the Indian Accounting Standards are termed as ——.
Full form of IASB =
. Conversion to IFRS encourages —— investment.
Ind AS are not applicable to
Full form of XBRL is ——. i
Authorative definitions are called —— in XBRL.
Business rules can be —-— or Mathewaticul or both. .
Accounting standards —— the statue.

— is the premier body in accounting in- lndia

| ANSWERS

I, True and False £
I. Accounting standards can override laws.
2. Accounting standards bring uni!’é_rrnity in accounting policies.
3. Accounting concepts are same as Accounting Standards. '
4. NoZAccounting standard has retroactive d]JPlICﬂIlOH unless otherwise specified.
5. IFRSs are not principle based.
6. Transactions should be recorded on the basis of their economic reality and not on the
basis of their legal form.
7.

[FRS states that deprecnatlon and cconomic life of an asset should be evaluated every
year.

Tagging can be done by writing texts.
Under XBRL terminologies are standardised -

. XBRL gets soft-ware support from a large number of vendors.

True: 2, 4, 6, 7.9, 10, Félse: ]
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IV. Answer within 1-2 sentences

£

w1

|
= S0 ® N w

—

What is accounting standard ?

Who frames accounting standards in India ?

How many accounting standards have been set by ICAL?

What is ASB of India ? State one function of it.

What is JAS ?

What is #FRS? - — —— —e. —— s e
What is Ind. AS ?

To which companies Ind AS are applied ?

What is XBRL ?

What is taxonomy ?
Explain the term “tagging”.,
What is instant document ?

V. Answer the following questions within 75 words

(o]

b Sl

— © © ® 2o w

State three objectives of accounting standard ? ,‘,pw""t; ,
= »—

Differentiate between accounting concepts and}e(andards.
State three ativantages of accounting standard.

L e i e A
Point out three demerits of accounting standards.

———

State thrge features of IFRS.
Why Indian ;Ecouming Standards should be conversed with IFRS ?
How industry is benefited through IFRS ?
How economy is benefited through IFRS ?
State three advantages of XBRL.
Name the parties who can use XBRL.
State three features of XBRL.

VI. Long Questions

I

(o]

(P8 ]

F=

® =N w

What is accounting standard ? State-its obiestives.

Explain the advantages and disadvantages of accounting standards.
What is ASB of India ? Discuss its formation and functions.
Discuss the scope of accounting stendards.

Explain the procedure of issuing AS by ICAL

What is IFRS ? State its features.

: . e i
What is the need of conve%mg, Indian gccounting ptandards with IFRS.
~Explain-the-benefit- of convergenee to the - - o — e g

(a) Economy (b) Investors (c) Industry —"
What is XBRL ? State its features.
Explain the advantages of using XBRL. -

®
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