
Question 1 

The Board proposes clarfiing the defnltlon of omuntlnO po/ic/#s by n m o v / n ~  the l#mrr 'eOnWt&& 
and 'rules' and replacing the term 'bases' with the term 'm#mUtVmRC b-' (rH pafpgruph I and 
poragrophs BC5-BC8 of the Basis for Concluslons). 
Do you agree with this proposed amendment? Why or why not? U n o t  what do you propore and why? 

Response 
We agree with the Board's reasons for amendlngths &fkimll @ W C C ~ U ~ W ~ ~ @ . ~ ~ & I I  
not t o  change the meaning of the definition but to  make It mom p n c l r ,  Ramovlng unntoemy wora 
and introducing more precise words bring greater clarlty to the deflnltlon. 

However, there are still a few undefined terms such as 'practices' and 'mea8unmant brrlr! It would br 
elpful t o  clarifythem by use of, say, Illustrated Examples. 

Q d o n  2 
The Board proposes: 
(a) cioiijjing how accounting policies and accountlng estimates relate to each other, by explalnln~ that 
accounting estimates are used in applying accounting policies; and 4' 

a (b) adding a definition of accounting estimates and removing the deflntion of a change In occountln~ I 

estimate (see paragraph 5 and paragraphs BC9-BU6 of the Basls for Conclusions). - . .. . 
no yoo ogree with these proposed amendments? Why or why not? ifnat, what do you pmpose and why? . . 

Response 
We agree with the proposed amendments. 
(a) The clarification should help entities in understanding the relationship of accountlng policies and 
accounting estimates. As noted in BC 9, accounting policies are the objectives and accounting estimates 
are inputs in achieving that objective. 
There are chances that the terms 'accounting policy' and 'accounting estimate' co'uld be used one for the 
other. The subject clarification will surely help in distinguishing accounting policy from Accounting 
estimate and vice versa. 

(b) Addition of definition of accounting estimate and removing the definition of change in accounting 
estimate is a step in the right direction. At present there is a definition of (1) 'accounting policy' and (2) 

only 'change in accounting estimate', which may give the impression that the two terms ie accountlng 
policy and accounting estimate have the same meaning. With the proposed change, there would be no 
scope for such confusion. 

Question 3 
The Board proposes clarifying that when on item in the financial statements cannot be measured with 
precision, selecting an estimation technique or valuation technique constitutes making an accounting 



estimote to use in applying an accounting policy far that Item (see porngraph M A  and pomprq@ 
.J 1 

the Basis for Conclusions). m l L 8  1 
Do you agree with this proposed amendment? Why or why not? If not, what do you proporr und why? 

8 - 
I I  8 

Response 
The clarification is in line with the principle that accounting policy Is tha obJeetlvm whlle nccountlna - 
estimate is used forapplyingthe policy. Valuation involves substantial Judgments, For chnnge In v8lufiflan 
technique or otherwise, i f  parameters of valuation changes, qUeRlOn often mrlses 8s to whether such 
change is in accounting policy or in accounting estimate. The proposed amendment should nrolve ruth 
issues. 

Question 4 
The Boardproposes clarifying that, in opplying 1,452 lr?vent~rieS, selecting thefirst-in,Jrstsut (FIFO) mt 
formula or the weighted overage cast formula far interchangeable inventories canstltutes selecting on 
accounting policy (see paragraph 329 and paragraphs BC194C2O of the Basis for Conclusions). 
D o  you agree with this proposed amendment? Why or why not? If not, what do you propose and why? 

Response 
We believethat the said clarification is very much required. But forthisda~ffication in  para 328 and BClg, 
it could have been argued that the accounting policy for inventow is t o  state it at 'cost( and selection of 

cost formula i s  accounting estimate. 
AS stated in BC 19, "if specific identification of costs were to be perrn-kkd for such items, the rnethd of 
selecting items that remain in  inventories could be used to obtain predetermined effects on pmfit or IW. 
Because specific identification of costs is inappropriate for ordinwily interchangeable inventories and 
because specific ~denl~ficat~on fof such items would involve demrmtnlng their actual flow, ~e Board 
concluded in developing this Exposure Draft that selecting one of these two cost formulas is not an 
attempt to estimate the actual flow of those inventories." 

wever, we observe that the detailed discussion of changes in cost formulas is more appropriate for IAS 
2 Inventories rather than IAS 8. The reason why cost formula is an accounting policy should find a place 
in IAS 2 and IAS 8 can contain a cross reference to the same. Now that the discussions have found its place 

8, we suggest incorporation of similar clarification in IAS 2 also. 




