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IND AS 8 
Question 42: 

A carpet retail outlet sells and fits carpets to the general public.  It recognizes revenue when  the 
carpet is fitted, which on an average is six weeks after the purchase of the carpet. 

It then decides to sub-contract the fitting of carpets  to  self-employed  fitters.  It  now recognizes 
revenue at the point-of-sale of the carpet. 

Whether this change in recognising the revenue is a change in accounting policy as per the provision 
of Ind AS 8? 

Solution: This is not a  change in accounting policy  as  the carpet retailer has changed the way that 
the carpets are fitted. 

Therefore, there would be no need to retrospectively change prior  period  figures  for revenue 
recognized. 

Question 43: 

When is an entity required to present a third balance sheet as at the beginning of  the  preceding 
period? 

Solution: As per paragraph 40A of Ind AS 1, Presentation of Financial Statements, an entity shall 
present a third balance sheet as at the beginning of the preceding period in addition to the minimum 
comparative financial statements required by paragraph 38A of the standard if: 

1. it applies an accounting policy  retrospectively, makes a  retrospective restatement  of items 
in its financial statements or reclassifies items in its financial statements; and 

2. the retrospective application, retrospective restatement or the reclassification has     a 
material effect on the information in the balance sheet at the beginning of the preceding 
period 

Question 44: 

Is change in the depreciation method for an item of property, plant and equipment a change  in 
accounting policy or a change in accounting estimate? 

Solution: As Paragraphs 60 and 61 of Ind AS 16, Property, Plant and Equipment, the depreciation 
method used shall reflect the pattern in which the asset‘s future economic benefits are expected to 
be consumed by the entity.  The depreciation method applied to an  asset shall  be reviewed at least 
at each financial year-end and, if there  has  been  a  significant change in the expected pattern of 
consumption of the future economic benefits embodied in the  asset, the method shall be changed 
to reflect the changed pattern. Such a change is accounted for as a change in an accounting estimate 
in accordance with Ind AS 8. 

As per the above, depreciation method for a depreciable asset has to reflect the expected pattern of 
consumption of future economic benefits embodied in the asset.   Determination   of depreciation 
method involves an accounting estimate  and  thus  depreciation method is  not a matter of an 
accounting policy. 
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Accordingly, Ind AS 16 requires a change in depreciation method to be accounted for as a change in 
an accounting estimate, i.e., prospectively. 

 


