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1. Introduction 
 

1.1. The Association of Accounting Technicians (AAT) is pleased to have the opportunity to respond 
to the International Accounting Standards Board exposure draft ‘Accounting Policies and 
Accounting Estimates - Proposed amendments to IAS 8’, published in September 2017. 

 
1.2. AAT is submitting this response on behalf of our membership and for the wider public benefit of 

achieving sound and effective administration of taxes. 
 

1.3. AAT has focussed on the operational elements of the proposals and has provided opinion on 
the practicalities of implementing the measures outlined.   

 
1.4. Furthermore, the comments reflect the potential impact that the proposed changes would have 

on SMEs and micro-entities, many of which employ AAT members or would be represented by 
AAT’s 4,250 licensed accountants. 

 
 
2. Executive summary  

 
2.1. AAT broadly supports the proposed changes in the exposure draft. The majority of the 

amendments will result in better application of IAS 8 Accounting Policies, Changes in 
Accounting Estimates and Errors and add clarity where it is needed. 
   

2.2. AAT does not support the proposal in Question 2(b) which proposes to remove the 
definition of a change in accounting estimate (paragraph 5 of the exposure draft and 
BC10). It would be helpful to users to retain this wording. 

 
2.3. In practice, it can be problematic to distinguish between accounting policies and 

accounting estimates.  The fact that changes to either an accounting policy or an accounting 
estimate are accounted for differently runs the risk of financial statements becoming materially 
misstated.   

 
2.4. With the exception of the proposed change referenced in 2.2 above, AAT is of the view 

that all of the other amendments proposed in the IASB’s exposure draft will help to 
reduce this risk by adding clarity.   

 
 

3. AAT response to the exposure draft 
 

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? 

 
3.1. AAT supports the proposed amendments.  The term ‘conventions’ was rarely used in practice 

and AAT believes that the term itself was superfluous.  Removing the term ‘rules’ is also a 
sensible approach by the IASB as entities reporting under IFRS are applying a principles-based 
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regime rather than a rules-based one.  The term ‘rules’ seemed, in practice, to contradict the 
principles-based nature of the IFRSs and IASs and as such AAT supports the removal of this 
term.  AAT also agrees with the IASB in the Basis for Conclusions at paragraph BC6 that 
removing the terms ‘conventions’ and rules’ does not change the scope of the definition, but it 
instead adds clarity. 
 

3.2. Replacing the term ‘bases’ with ‘measurement bases’ is also an amendment supported by AAT.  
This more accurately portrays the underpinning principles by which items are measured in a 
reporting entity’s financial statements.   

 
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? 

 
3.3. AAT supports the IASB’s proposal to clarify how accounting policies and accounting estimates 

relate to each other.  In practice, an accounting policy and an accounting estimate are often 
confused, which can result in incorrect accounting treatments being applied (changes to 
accounting policy being applied retrospectively; whereas changes to accounting estimates are 
applied prospectively).  Adding in material to clarify the two points is an amendment which users 
will find particularly helpful. 
   

3.4. AAT supports the inclusion of a definition of an accounting estimate, but does not support the 
removal of the text explaining what a change in accounting estimate is. It would be helpful to 
users to retain the wording which explains what a change in accounting estimate is, as changes 
in accounting policy and changes in accounting estimate are accounted for very differently. AAT 
recommends either retaining this wording as a follow-on from the new definition of an 
accounting estimate, or to clarify that a change in an accounting estimate results from new 
information or new developments, are not corrections of errors and are accounted for 
prospectively. This will reduce the scope for ambiguity in practice.  

 
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?  
 

3.6 AAT supports this clarification.  This will help users to more succinctly apply an appropriate 
estimation or valuation technique in areas which require professional judgement or include an 
element of estimation uncertainty. AAT also believes the wording of proposed paragraph 32A 
distinguishes itself from an accounting policy which will be helpful to preparers as it clarifies that 
the estimation or valuation technique is involved in the application of the entity’s accounting 
policy, rather than being the accounting policy.   
 
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? 
 

3.7 AAT supports this clarification. The application of cost flow methodologies such as FIFO and 
weighted average cost can significantly influence the closing inventory valuation of an entity. If 
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an entity changes from one or the other in a year, this change should be retrospectively applied 
as it can, and often does, influence the opening and closing inventory valuation which appears 
in both the statement of financial position and the performance statement.  In some cases, the 
inventory valuation calculated under FIFO will be materially different when calculated using 
weighted average cost. AAT believes that clarifying that FIFO and weighted average cost are 
both accounting policy choices would ensure that when entities do consider a change from one 
or the other, they apply that change retrospectively. 

   
3.8 AAT supports the clarification that FIFO and weighted average cost are accounting policies on 

the grounds that an entity is required to disclose its material accounting policies in the notes to 
the financial statements. Where a reporting entity has material amounts of inventory, the cost 
formula used to determine the valuation of inventory should also be disclosed within the 
accounting policies section of the notes to the financial statements.  
 
Question 5 
Do you have any other comments on the proposals? 

 
3.9 AAT does not have any further comments on the proposals.  

 
 

4. About AAT 
 

4.1. AAT is a professional accountancy body with approximately 50,000 full and fellow members and 
over 90,000 student and affiliate members worldwide. Of the full and fellow members, there are 
over 4,250 licensed accountants who provide accountancy and taxation services to individuals, 
not-for-profit organisations and the full range of business types. 
 

4.2. AAT is a registered charity whose objectives are to advance public education and promote the 
study of the practice, theory and techniques of accountancy and the prevention of crime and 
promotion of the sound administration of the law. 

 
5. Further information 
 

If you have any queries, require any further information or would like to discuss any of the above 
points in more detail, please contact Aleem Islan, AAT Technical Consultation Manager, at: 
 
E-mail: consultation@aat.org.uk   Telephone: 020 7397 3088  

 
Association of Accounting Technicians 
140 Aldersgate Street 
London 
EC1A 4HY  
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