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ACCA welcomes the opportunity to provide views in response to the consultation from
the IASB. This has been done with the assistance of the members of ACCA’s Global
Forum for Corporate Reporting. They have considered the questions raised and their
views are reflected in the following comments.

SPECIFIC QUESTIONS ON WHICH COMMENTS ARE
REQUESTED

Question 1

The Board proposes clarifying the definition of accounting policies by removing
the terms ‘conventions’ and ‘rules’ and replacing the term ‘bases’ with the term
‘measurement bases’ (see paragraph 5 and paragraphs BC5-BC8 of the Basis for
Conclusions).

Do you agree with this proposed amendment? Why or why not? If not, what do
you propose and why?

We agree with this change.

Question 2

The Board proposes:

(a) clarifying how accounting policies and accounting estimates relate to each
other, by explaining that accounting estimates are used in applying accounting
policies; and

(b) adding a definition of accounting estimates and removing the definition of a
change in accounting estimate (see paragraph 5 and paragraphs BC9-BC16 of
the Basis for Conclusions).

Do you agree with these proposed amendments? Why or why not? If not, what do
you propose and why?

We are content with the proposed wording except that we think that accounting
estimates are the outcome of the judgements made when measurements cannot be
done with certainty, not the assumptions and judgements themselves. So the definition
should read “Accounting estimates are the numbers that have been based on
judgements or assumptions used in applying an accounting policy ...”



The explanation of estimates should include some reference to the principle that a
change in estimate would have no implications for the any prior period, in line with the
accounting treatment. Nevertheless we are not sure that this new definition will be
sufficient to deal with all of the problems that have clearly been arising in practice with
distinguishing between policies and estimates. A substantial factor is the behaviour of
‘tick box’ compliance and more may be needed to overcome this.

It would also be important to include examples (reflecting some of the Interpretations
Committee’s experience) as implementation guidance to illustrate the difference
between accounting policies and accounting estimates, as well as between changes in
accounting estimates and errors. Examples might include the choice of depreciation
method for property, plant and equipment. A change in method is normally taken as a
revision to an estimate, but there might be circumstances where the choice of method
was based on an error in interpreting data on the pattern of consumption of the value of
the assets leading to the selection of an inappropriate depreciation method.

Question 3

The Board proposes clarifying that when an item in the financial statements
cannot be measured with precision, selecting an estimation technique or
valuation technique constitutes making an accounting estimate to use in applying
an accounting policy for that item (see paragraph 32A and paragraph BC18 of the
Basis for Conclusions).

Do you agree with this proposed amendment? Why or why not? If not, what do
you propose and why?

We agree with the proposed clarification, however there seems to be a need to explain
the difference between a measurement basis and a valuation technique.

Question 4

The Board proposes clarifying that, in applying IAS 2 Inventories, selecting the
first-in, first-out (FIFO) cost formula or the weighted average cost formula for
interchangeable inventories constitutes selecting an accounting policy (see
paragraph 32B and paragraphs BC19-BC20 of the Basis for Conclusions).

Do you agree with this proposed amendment? Why or why not? If not, what do
you propose and why?



We agree that the adoption of a cost-formula for inventories is an accounting policy
choice and not the application of an estimate. This amendment, however, does not help
to make this a principles-based standard. There could be an implication that this is the
only example of a problem. It would be better to delete paragraph 32B and instead
clarify the cost formula issue by way of an example in the Implementation Guidance
along with the others that we are suggesting are included.

Question 5
Do you have any other comments on the proposals?

We agree with the deletion of Example 3 from the Implementation Guidance to this
standard. It contains more variables than is helpful to illustrate the principle. It could
imply that the application approach to components depreciation amounted to a change
of accounting policy, which would not seem to be the Board’s intention. As noted above
it is important to include other illustrative examples.

The application of this amendment is prospective. The principle of retrospective
application is being undermined in most new standards and amendments even though
we are of the view that users find that the retrospective approach gives a more faithful
representation of performance and is more helpful for them.






