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	IFRS
	IGAAP

	First-time adoption

	IFRS 1 gives guidance on preparation of the first IFRS financial statements. IFRS 1 grants five mandatory exceptions and limited voluntary exemptions from the full retrospective application.
	There is no specific standard. Full retrospective application would be required.

	
	

	Small and medium sized entities (SMEs)/ Small and medium sized companies (SMCs)

	A separate IFRS for SMEs is under formulation. An exposure draft of the proposed IFRS for SMEs has already been issued.
	There is no separate standard for SMEs, however, exemptions/relaxations from the specific requirement of Standards have been provided. For providing exemptions/ relaxations, the Companies (Accounting Standards) Rules classify all companies into two categories, namely SMCs and non-SMCs, whereas, the ICAI has classified all non-corporate entities into three levels. 

	
	

	Statement of Cash Flows

	Cash and cash equivalents
	

	Cash comprises not only cash on hand but also demand deposits with banks or other financial institutions. An investment normally qualifies as a cash equivalent only when it has a maturity 

of three months or less from its acquisition date. Bank borrowings are normally part of financing activities. Nonetheless, bank overdrafts that are repayable on demand and that form an integral part of an entity’s cash management are included in cash equivalents.
	Indian GAAP is similar to IFRS except that there is no provision in AS 3 for classification of bank overdrafts.

	
	

	Format and content of cash flow statement
	

	The cash flow statement may be prepared using either the direct method (cash flows derived from aggregating cash receipts and payments associated with operating activities) or the indirect method (cash flows derived from adjusting net income for transactions of a non-cash nature such as depreciation). The latter is more common in practice. The cash flow should be classified into operating, investing and financing cash flow.
	Indian GAAP is similar to IFRS. However, in case of listed entities SEBI requires preparation of cash flow statement using indirect method only.

	
	

	Cash flow associated with extraordinary items
	

	Separate disclosure is prohibited. The concept of extraordinary items has been removed from IFRS.
	The cash flows associated with extraordinary items should be classified as arising from operating, investing or financing activities as appropriate and separately disclosed.

	
	

	IFRS
	IGAAP

	Statement of Cash Flows

	Disclosure of interest paid and received
	

	Interest is presented under operating activities in case of financing entities. For other entities, interest paid should be disclosed as operating or financing. Interest received is disclosed as either operating or investing cash flow.
	Interest is presented under operating activities in case of financing entities. For other entities, interest paid should be disclosed as financing cash flow and interest received should be disclosed as investing cash flow.

	
	

	Cash paid to manufacture or acquire assets held for rental to others and subsequently held for sale in the ordinary course of business

	IAS 7 has recently been amended as part of Annual Improvement Project issued in May 2008. The amendment requires cash payments to manufacture or acquire assets held for rental to others and subsequently held for sale in the ordinary course of business should be presented as part of cash flows from operating activities. Consequently, cash receipts from rent and subsequent sale of such assets should also be shown as part of operating activities.
	AS 3 does not specifically deal with such assets. Cash inflows and outflows related to such fixed assets would generally be classified as investment activities. 



	
	

	Consolidated cash flow statement
	

	IAS 7 deals with preparation and presentation of consolidated cash flow statement. Particularly, it provides the following guidances in this regard:

· The aggregate amount of the cash paid or received as consideration for obtaining or losing control of subsidiaries or other businesses, net of cash and cash equivalents acquired or disposed of, is presented as part of investing activities.
· The effects of ‘undistributed profits of associates and non-controlling interests’ are adjusted while determining the net cash flow from operating activities using the indirect method.
· Cash flows of a foreign subsidiary should be translated using the exchange rates at the dates of the cash flows. However, under IAS 7, an entity may use average rate as well if it approximates the actual rate.
	Preparation and presentation of consolidated cash flow statement is not specifically addressed in AS 3.

	
	

	Other disclosures
	

	IAS 7 requires additional disclosure of cash payments by a lessee relating to finance lease under financing activities, additional disclosures in CFS and for acquisition of subsidiaries.
	There is no such requirement under AS 3.

	
	

	IFRS
	IGAAP

	Accounting policies, changes in accounting estimates and errors

	Change in accounting policies
	

	When an entity changes an accounting policy upon initial application of a Standard or an Interpretation that does not include specific transitional provisions applying to that change, or if it changes an accounting policy voluntarily, it shall apply the change retrospectively. Comparative information is restated, and the amount of the adjustment relating to prior periods is adjusted against the opening balance of retained earnings of the earliest year presented. 
	· Any change in an accounting policy which has a material effect should be disclosed. The impact of, and the adjustments resulting from, such change, if material, should be shown in the financial statements of the period in which such change is made, to reflect the effect of such change. 
· If a change is made in the accounting policies which has no material effect on the financial statements for the current period but which is reasonably expected to have a material effect in later periods, the fact of such change should be appropriately disclosed in the period in which the change is adopted. 
· There is no specific guidance on how changes in accounting policies are dealt with, except few specific items, like change in the method of depreciation or change arising out of a new standard.

	
	

	Prior period items
	

	An entity shall correct material prior period errors retrospectively in the first set of financial statements authorized for issue after their discovery by restating the comparative amounts for the prior period(s) presented in which the error occurred; or if the error occurred before the earliest prior period presented, restating the opening balances of assets, liabilities and equity for the earliest prior period presented.
	These are reported as a prior period adjustment in current year results. Comparatives are not restated.

	
	

	Definition of prior period items
	

	The definition of prior period items is much broader under IAS 8 as compared to AS 5, since IAS 8 covers all the items in financial statements.
	AS 5 covers only items of income and expenses under the definition of prior period items. AS 5 does not include balance sheet misclassification, which do not have an income statement impact.

	
	

	Change in accounting estimate
	

	Changes in accounting estimates are accounted for prospectively in the income statement when identified. Change in the method of depreciation is regarded as a change in an accounting estimate and hence, the effect is given prospectively.
	Indian GAAP is similar to IFRS, except that change in the method of depreciation, which is considered to be change in an accounting policy rather than a change in an accounting estimate.
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	Accounting policies, changes in accounting estimates and errors

	Additional disclosure
	

	IAS 8 requires disclosure of an impending change in accounting policy when an entity is yet to implement a new Standard or Interpretation that has been issued but not yet come into effect.
	There is no such specific requirement under AS 5.

	
	

	Events after the balance sheet date

	Adjusting and non-adjusting events
	

	Amounts recognized in the financial statements should be adjusted for events that provide additional evidence of conditions that existed at the balance sheet date and should not be adjusted for events that provide evidence of conditions that did not exist at the balance sheet date. Under IAS 10, material non-adjusting events are required to be disclosed in the financial statements.
	Indian GAAP is similar to IFRS, except that under AS 4, non-adjusting events are required to be disclosed in the report of the approving authority, for example, the board report.

	
	

	Authorization date for issue of financial statements

	The date of authorization for issue of financial statements and the authorizing authority should be specifically mentioned in the financial statements itself as required by IAS 10.
	There is no such requirement.

	
	

	Proposed dividend
	

	If dividends to holders of equity instruments are proposed or declared after the balance sheet date, an entity should not recognize those dividends as a liability at the balance sheet date. An entity should disclose the amount of dividends that were proposed or declared after the balance sheet date, but before the financial statements were authorized for issue.
	Companies are required to make provision for proposed dividend, even-though they are proposed after the balance sheet date.

	
	

	Presentation of financial statements

	Measurement basis
	

	The four measurement bases are historical cost, current cost, realizable value and present value. Exceptions to historical cost are fair valuation of financial instruments, other biological assets, revaluation of tangible fixed assets/intangible assets, impairment of assets, etc.
	Indian GAAP is in line with IFRS, though, in some situations it disregards fair valuation, for e.g., provisions are not allowed to be discounted or investments are valued at lower of cost or market value.
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	IGAAP

	Presentation of financial statements

	Component of financial statements
	

	A set of financial statements should contain a Statement of Financial Position, a Statement of Comprehensive Income (SCI), a Statement of Changes in Equity (SOCIE), a Statement of Cash Flows and notes to the accounts. A statement of financial position as at the beginning of the earliest comparative period has to be presented when an entity applies an accounting policy retrospectively, or makes a retrospective restatement of items in its financial statements, or when it reclassifies items in its financial statements.
	A set of financial statements contains a balance sheet, income statement, cash flow statement and notes to accounts. The concept of SOCIE and SCI does not prevail, however, the information relating to appropriation of profits, movement in capital and reserves, etc., is presented on the face of the profit and loss account and/or in the captions of share capital and reserves and surplus in the balance sheet.

	
	

	Disclosure of critical judgment and capital disclosures

	IAS 1-R requires disclosure of critical judgments made by management in applying accounting policies and key sources of estimation uncertainty, that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year. It also requires disclosure of information that enables users of its financial statements to evaluate the entity’s objectives, policies and processes for managing capital.
	There is no such specific disclosure requirement in AS 1 or Schedule VI.

	
	

	Statement of financial position and statement of comprehensive income format

	For statement of financial position and statement of comprehensive income, there are no prescribed rigid formats. Illustrative format of statement of financial position and statement of comprehensive income have been provided under IFRS. IAS 1-R prescribes minimum information to be presented on the face of the statement of financial position and statement of comprehensive income.
	Even though AS 1 does not prescribe any minimum structure of financial statements, Schedule VI of the Companies Act prescribes a detailed format for balance sheet. There is no format prescribed for income statement, however, Schedule VI specifies disclosures to be made in the income statement.

	
	

	Extraordinary items
	

	Disclosure of items as extraordinary items, either on the face of the statement of comprehensive income or in the notes, is prohibited.
	Extraordinary items are defined as income or expenses that arise from events or transactions that are clearly distinct from the ordinary activities of the entity and, therefore, are not expected to recur frequently or regularly. The nature and the amount of each extraordinary item should be separately disclosed in the statement of P&L in a manner that its impact on current profit or loss can be perceived.
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	IGAAP

	Presentation of financial statements

	Statements of Comprehensive Income (SCI)
	

	The statement of comprehensive income presents all items of income and expense recognized in profit or loss, together with all other items of recognized income and expense. Entities may either present all items together in a single statement, or present two linked statements — one displaying the items of income and expense recognized in profit or loss (the income statement), and the other statement beginning with profit or loss, and displaying all the items included in ‘other comprehensive income’ (the statement of comprehensive income).
	The concept of ‘other comprehensive income’ does not prevail under Indian GAAP. All items are recognized in the income statement in accordance with AS 5, unless required otherwise by any other accounting standard. Credits for certain items are directly taken to reserves and surplus, for e.g., revaluation of fixed assets. The transitional provisions of certain standards require first-time adjustment and their consequential tax effect to be made directly into reserves and surplus.

	
	

	Statements of Changes in Equity (SOCIE)
	

	On the face of SOCIE, the following shall be disclosed:
· Total comprehensive income for the period, showing separately the total amounts attributable to owners of the parent and to minority interest,
· For each component of equity, the effects of retrospective application or retrospective restatement recognized under IAS 8,
· The amounts of transactions with owners in their capacity as owners, showing separately contributions by and distributions to owners, and
· For each component of equity, reconciliation between the carrying amount at the beginning and the end of the period, separately disclosing each change.
	A schedule is given for equity and reserves and surplus, showing opening and closing position as on the balance sheet date, and movements along with other disclosures prescribed by Schedule VI of the Companies Act.
The information relating to appropriation of profit is presented on the face of the profit and loss account.

	
	

	Segment reporting/operating segments

	Accounting policies/bases of preparation
	

	IFRS 8 uses ‘management approach’ in reporting operating segment, i.e., the amount reported for each operating segment item is based on the same measurement basis reported to the chief operating decision maker. It may not be in accordance with accounting policies used in presenting the entity’s financial statements.
	Segment information should be prepared in conformity with the accounting policies adopted for preparing and presenting the financial statements of the entity as a whole.

	
	

	IFRS 8 does not define, segment revenue, segment expense, segment result, segment assets and segment liabilities. It requires an explanation  of how segment profit or loss, segment assets and segment liabilities are measured for each reportable segment
	Defines, segment revenue, segment expense, segment result, segment assets and segment liabilities, and requires reporting accordingly in for each reportable segment in segment reporting.
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	Segment reporting/operating segments

	Operating segment
	

	An operating segment is a component of entity:
· That engages in business activities from which it may earn revenues and incur expenses (including revenues and expenses relating to transactions with other components of the same entity, i.e., vertical segment),
· Whose operating results are regularly reviewed by the entity’s chief operating decision maker to make decisions about resources to be allocated to the segment and assess its performance, and
· For which discrete financial information is available.
Operating segments exhibiting similar long-term financial performance if they have similar economic characteristics may be aggregated into a single operating segment.
	Indian GAAP requires two sets of segments to be identified - one based on related products and services (business) and the other on geographical areas (geographical) using risk and rewards as basis for identification. 
· A business segment is a distinguishable component of an enterprise that is engaged in providing an individual product or service or a group of related products or services and that is subject to risks and returns that are different from those of other business segments. 
· A geographical segment is a distinguishable component of an enterprise that is engaged in providing products or services within a particular economic environment and that is subject to risks and returns that are different from those of components operating in other economic environments.

	
	

	Disclosures
	

	General Information should be disclosed as follows:
· The factors used to identify the entity’s reportable segments, discussion of how the entity is organized and whether operating segments have been aggregated;

· The types of products and services from which each reportable segment receives its revenue.
	There is no specific requirement to disclose general information under AS 17.

	
	

	Reconciliation between reportable segments and entity’s revenue, profit or loss, segment assets, liabilities and material item of information segments should be disclosed. Also the major details of reconciliation are also required to be disclosed.
	Reconciliation is required only for primary segment figures reported.

	
	

	If revenue from a single external customer amount to 10% or more of the entity’s revenues, the total revenues from the customer concerned and the identity of the segments reporting the revenues must be disclosed.
	There is no disclosure required for customer concentration.

	
	

	Restatement is required in case of an entity changes the structure of its internal organization, vis-à-vis reportable segment, corresponding information for earlier periods, including interim period shall be restated.
	For change in segment accounting policies, disclosure of the impact arising out of the change is required to be made. Prior period figures are not restated, i.e., no retroactive restatement is required.
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	IGAAP

	Related party disclosures

	Identification of related parties
	

	IAS 24 uses the term ‘financial and operating decisions’ in defining related party.
	The AS 18 definition of related party is: “Parties are considered to be related if at any time during the reporting period one party has the ability to control the other party or exercise significant influence over the other party in making financial and/or operating decisions.” Therefore, it appears that the AS 18 definition is more stringent in this regard.

	
	

	IFRS includes post employment benefit plans as related parties.
	Unlike IFRS, AS 18 does not include post employment benefit plans as related parties.

	
	

	IAS 24 includes close members of the families of KMPs as related party as well as of persons who exercise control/ significant influence.
	AS 18 covers only relatives of KMPs.

	
	

	Definition of control
	

	IAS 24 contains principle based definition of the term ‘Control’. Under IAS 24, control is the power to govern the financial and operating policies of an entity so as to obtain benefits from its activities.
	AS 18 defines control as:
· Ownership, directly, or indirectly, of more than one half of the voting power of an entity,
· Control of composition of the  board of directors or the governing body, and
· A substantial interest in voting power and the power to direct, by statute or agreement, the financial and/or operating policies of an entity.

	
	

	Significant influence
	

	Under IAS 24, significant influence is the power to participate in both financial and operating policy decisions of an entity, but is not control over those policies. Under IFRS, significant influence may be gained by share ownership, statute or agreement. IAS 24, however, does not specify any particular share holding or voting power which would result into significant influence.
	Under AS 18, an entity is considered to have significant influence over the other entity even if it has the power to participate in either financial or operating policy decisions or both of the other entity, but not control of those policies. AS 18 specifies reputable presumptions that an entity is considered to have a substantial interest in another entity if that entity owns, directly or indirectly, 20% or more interest in the voting power of the other entity.

	
	

	Information to be disclosed
	

	Relationships between parents and subsidiaries shall be disclosed, irrespective of whether there have been transactions between those related parties. If neither the entity’s parent nor the ultimate controlling party produces financial statements available for public use, the name of the next most senior parent that does so shall also be disclosed.
	Name of the related party and nature of the related party relationship, where control exists, should be disclosed irrespective of whether or not there have been transactions between the related parties.
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	IGAAP

	Related party disclosures

	Close relatives
	

	IAS 24 adopts a ‘substance over form’ based approach in defining relatives as close members of the family, i.e., they are those who influence and can be influenced by the individual in his/ her dealings with the reporting entity.  IAS 24 does not limit the same to any specific relations. Information to be disclosed Relationships between parents and subsidiaries shall be disclosed, irrespective of whether there have been transactions between those related parties. An entity shall disclose the name of the entity’s parent and, if different, the ultimate controlling
	AS 18 includes specific relations as relatives.

	
	

	Information to be disclosed
	

	If there have been transactions between related parties, an entity shall disclose the nature of the related party relationship as well as information about the transactions, and outstanding balances necessary for an understanding of the potential effect of the relationship on the financial statements. At a minimum, disclosures shall include:

· The amount of the transactions,
· The amount of outstanding balances and:
· Their terms and conditions, including whether they are secured, and the nature of the consideration to be provided in settlement, and
· Details of any guarantees given or received,
· Provisions for doubtful debts related to the amount of outstanding balances, and 

· The expense recognized during the period in respect of bad or doubtful debts due from related parties.
	If there have been transactions between 

related parties, during the existence of a

related party relationship, the reporting 

entity should disclose the following:

• The name of the transacting related party,

• A description of the relationship between the parties,

• A description of the nature of transactions,

• Volume of the transactions either as an amount or as an appropriate proportion,

• Any other elements of the related party transactions necessary for an understanding of the financial statements,

• The amounts or appropriate proportions of outstanding items pertaining to related parties at the balance sheet date and provisions for doubtful debts due from such parties at that date, and

• Amounts written off or written back in the period in respect of debts due from or to related parties.

	
	

	Definition of key management personnel
	

	The definition of KMP under IAS 24 includes any director whether executive or otherwise.
	AS 18 read with ASI 18 excludes non-executive directors from the definition of KMP.

	
	

	IFRS requires disclosure of the compensation of key management personnel in total and by category of compensation.

	AS 18 does not require disclosure by category. However, more elaborate disclosures are required under Schedule VI.
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	Related party disclosures

	Exemption from disclosures
	

	There is no exemption provided for disclosure under IFRS in cases where disclosure of information would conflict with duties of confidentiality in terms of statute or regulating authority.
	Related party disclosure requirements as laid down in AS 18 do not apply in circumstances, where providing such disclosures would conflict with the reporting entity’s duties of confidentiality as specifically required in terms of a statute or by any regulator or similar competent authority. Exemption is granted from disclosure in cases where such disclosure of information would conflict with confidentiality requirements, in terms of statute or regulating authority.

	
	

	Earnings Per Share

	Basic EPS
	

	An entity shall calculate basic earnings per share amounts for profit or loss attributable to ordinary equity holders of the parent entity and, if presented, profit or loss from continuing operations attributable to those equity holders.
	Basic earnings per share should be calculated by dividing the net profit or loss for the period attributable to equity shareholders by the weighted average number of equity shares outstanding during the period. There is no requirement for calculating basic EPS for separate calculation of profit or loss from continuing operations.

	
	

	Treatment of share application money
	

	There is no specific guidance under IFRS.
	Share application money pending allotment or any advance share application money as at the balance sheet, which is not statutorily required to be kept separately and is being utilized in the business of the entity, is treated in the same manner as dilutive potential equity shares for the purpose of calculation of diluted earnings per share.

	
	

	Written put option
	

	Contracts that require the entity to repurchase its own shares, such as, written put options and forward purchase contracts, are reflected in the calculation of diluted earnings per share, if the effect is dilutive. If these contracts are ‘in the money’ during the period (i.e., the exercise or settlement price is above the average market price for that period), the potential dilutive effect on earnings per share shall be calculated.
	There is no specific guidance under Indian GAAP.

	
	

	Disclosures
	

	Disclosure of EPS on continuing operations as well as the discontinued operations. Under IFRS, disclosure of extraordinary items is prohibited.
	Disclosure of basic and diluted EPS with and without extra-ordinary items is required.
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	Interim financial reporting

	Basis
	

	The basis for interim financial reporting primarily requires a discrete approach, though integral approach is followed in a few cases.
	Indian GAAP is similar to IFRS.

	
	

	Compliance with requirements of law, etc.
	

	IFRS does not recognize law/regulator prescribing format of financial statements.
If an entity’s interim financial report is described as complying with IAS 34, it must comply with all of the requirements of this Standard, including requirements relating to presentation and disclosure.
	A statute governing an entity or a regulator may require an entity to prepare and present certain information at an interim date which may be different in form and/or content as required by AS 25.
In such a case, the recognition and measurement principles as laid down in AS 25 are applied in respect of such information, unless, otherwise specified in the statute or by the regulator.   

	
	

	Minimum content of Interim financial reporting
	

	Condensed statement of financial position, condensed statement of comprehensive income (SCI), condensed statement of changes in equity (SOCIE), condensed statement of cash flows and selected explanatory notes and disclosures like EPS etc. are required.
	Condensed balance sheet, condensed income statement, condensed cash flow statement and selected explanatory notes and disclosures like EPS etc. are required. The concept of SOCIE and SCI does not prevail

	
	

	Disclosure of compliance with IFRS/GAAP
	

	If an entity’s interim financial report is in compliance with IAS 34, that fact should be disclosed. An interim financial report should not be described as complying with IAS 34 unless it complies with all of the requirements of each applicable Standard/IFRIC.
	There is no such requirement even though interim financial statements should comply with all Accounting Standards.

	
	

	Accounting for leave benefits in interim financial statements

	IAS 34 provides detailed guidance for accounting for leave benefits and manufacturing cost variances in interim financial statements.
	There is no specific guidance under Indian 

GAAP.

	
	

	Property, Plant & Equipment

	Component accounting
	

	IAS 16 mandates component accounting. This requires each major part of an item of property plant and equipment, with a cost that is significant in relation to the total cost of the item, to be depreciated separately.
	AS 10 does not require full adoption of the component approach. It merely recognizes the approach, by stating that accounting for a tangible fixed asset may be improved if total cost, thereof, is allocated to its various parts.
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	Property, Plant & Equipment

	Subsequent costs
	

	IAS 16 requires the subsequent expenditure on an asset to be evaluated on the same recognition principles as the initial cost, to determine whether it should be expensed or recognized as an item of property, plant and equipment.
Costs of major inspection are recognized in the carrying amount of the item of property, plant and equipment as a replacement if the recognition criteria are satisfied. Any remaining carrying amount of the cost of the previous inspection (as distinct from physical parts) is derecognized.
	Subsequent routine and non-routine maintenance expenditure, including the replacement of parts and major inspection or overhaul, are normally expensed immediately. Only expenditure that increases the future benefits from the existing asset beyond its previously assessed standard of performance is included in the gross book value. There is no requirement as such for decapitalizing the carrying amount of the replaced part under AS 10.

	
	

	Revaluation of PPE
	

	IAS 16 requires an entity to choose either the cost model or the revaluation model as its accounting policy. If an item of property, plant and equipment is revalued, the entire class of property, plant and equipment to which that asset belongs shall be revalued.
	AS 10 recognizes revaluation of fixed assets. However, the revaluation approach adopted therein is adhoc in nature. It provides that when revaluations do not cover all the assets of the given class, it is appropriate that the selection of the asset to be revalued be made on systematic basis, e.g., an entity may revalue a class of assets within one unit and ignore assets in the same class at another unit.

	
	

	Depreciation on revalued portion cannot be recouped out of revaluation reserve (forming part of other comprehensive income in statement of comprehensive income).
	Depreciation on revalued portion can be recouped out of revaluation reserve.

	
	

	The revaluations must be kept sufficiently up to date, so that the carrying amount does not differ materially from the fair value. This requires regular revaluations of all PPE when the revaluation policy is adopted. Management must consider at each year end, whether fair value is materially different from carrying value.
	There is no such requirement to perform revaluation at regular intervals.

	
	

	The residual value and the useful life of an asset shall be reviewed at least at each financial year-end, and if expectations differ from previous estimates, the change(s) shall be accounted for as a change in an accounting estimate.
	There is no need for an annual review of estimates of useful life and residual value. An entity may review the same, periodically.

	
	

	A change in depreciation method is treated as change in accounting estimate and accounted for prospectively.
	A change in depreciation method is treated as change in accounting policy.
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	Property, Plant & Equipment

	Spare parts, servicing equipment, etc.
	

	Servicing equipments is usually carried as inventory and recognized in profit or loss as consumed.
	Servicing equipment is normally capitalized.

	
	

	Retirement and disposal
	

	IAS 16 prohibits gains or losses arising from derecognition of an item of property, plant and equipment to be classified as revenue. However, when an entity routinely sells items of property, plant and equipment held for rental in the course of its ordinary activities, it shall transfer such assets to inventories at their carrying amount, when they cease to be rented and become held for sale. The proceeds from sale of such assets shall be recognized as revenue.
	Gains or losses arising from disposal of assets are recognized in profit or loss for the period. There is no specific requirement to include/exclude such gains/losses from revenue.

	
	

	Lease

	Initial direct costs
	

	IAS 17 prescribes initial direct cost incurred by lessor to be included in lease receivable amount in case of finance lease, and in the carrying amount of the asset in case of operating lease. It does not mandate any accounting policy related disclosure.
	AS 19 requires initial direct cost incurred by lessor with respect to a finance lease to be either charged off at the time of incurrence or to be amortized over the lease period. It requires disclosure of the accounting policy in the financial statements of the lessor. Initial direct costs incurred specifically to earn revenues from an operating lease are either deferred and allocated to income over the lease term in proportion to the recognition of rent income, or are recognized as an expense in the statement of profit and loss in the period in which they are incurred.

	
	

	Incentive on operating leases received by lessee

	These are recognized over the term of 

the lease.
	There is no guidance under Indian GAAP.

	
	

	Lease of land
	

	IAS 17 deals with lease of land. Under IAS 17, leases of land are classified as operating or finance leases in the same way as leases of other assets. However, a characteristic of land is that it normally has an indefinite economic life and, if title is not expected to pass to the lessee by the end of the lease term, the lessee normally does not receive substantially all of the risks and rewards incidental to ownership, in which case the lease of land will be an operating lease.
	AS 19 excludes lease of land (and therefore composite leases) from its scope. As per the recent Expert Advisory Committee opinion, lease of land which is for a period of 99 years and is renewable for a similar period has the effect of passing significant rights of ownership to the parties concerned. Thus, such a lease would be in the nature of sale of plots and should be accounted for accordingly.
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	Lease

	Determination whether an arrangement contains lease

	IFRIC 4 requires an entity to determine whether an arrangement, comprising a transaction or a series of related transactions, that does not take the legal form of a lease but conveys a right to use an asset in return for a payment or series of payments, is a lease. Such determination shall be based on the substance of the arrangement and requires an assessment of whether:
• Fulfillment of the arrangement is dependent on the use of a specific asset or assets (the asset), and

• The arrangement conveys a right to use the asset. 
	There is no guidance for such arrangement. Amounts are generally recognized in accordance with the legal form of the transaction, rather than its substance. However, there is no prohibition from treating such arrangements as lease.

	
	

	Evaluating the substance of transactions involving the legal form of a lease

	A series of transactions that involve the legal form of a lease is linked and should be accounted for as one transaction when the overall economic effect cannot be understood without reference to the series of transactions as a whole. This is the case, for example, when the series of transactions are closely interrelated, negotiated as a single transaction, and takes place concurrently or in a continuous sequence. In such cases, the accounting shall reflect the substance of the arrangement.
	There is no specific guidance under Indian GAAP.

	
	

	Borrowing Costs

	Scope
	

	An entity is not required to apply IAS 23 to borrowing costs directly attributable to the acquisition, construction or production of a qualifying asset, measured at fair value.
	There is no such scope exclusion under AS16.

	
	

	Qualifying assets
	

	Qualifying assets are those assets that require a substantial period of time to get ready for their intended use or sale are not routinely produced in large quantities or on a repetitive basis over a short period of time, and are not ready for their intended use or sale when acquired.
	Indian GAAP is similar to IFRS. However, the term ‘substantial period of time’ has been interpreted to generally mean more than 12 months.

	
	

	Capitalization rate
	

	The disclosure requirements of IAS 23 require an entity to disclose separately the capitalization rate used to determine the amount of borrowing costs.
	There is no such separate disclosure required under AS 16.
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	Impairment of assets

	When should impairment review be conducted
	

	An entity shall assess at each reporting date whether there is any indication that an asset may be impaired. If any such indication exists, the entity should estimate the recoverable amount of the asset. Irrespective of whether there is any indication of impairment, an entity shall test an intangible asset with an indefinite useful life or an intangible asset not yet available for use for impairment annually by comparing its carrying amount with its recoverable amount. This impairment test may be performed at any time during an annual period, provided it is performed at the same time every year. In addition, goodwill acquired in a business combination is tested annually for impairment.
	An entity should assess at each balance sheet date, whether there is any indication that an asset may be impaired. If any such indication exists, the entity should estimate the recoverable amount of the asset. However, intangible assets which are not yet available for use or intangible assets which are amortized for greater than 10 years are tested for impairment annually irrespective of, whether there are any indications for impairment.

	
	

	Reversal of impairment losses
	

	An impairment loss recognized for goodwill shall not be reversed in a subsequent period.
	An impairment loss recognized for goodwill should not be reversed in a subsequent period unless the impairment loss was caused by a specific external event of an exceptional nature that is not expected to recur and subsequent external events have occurred that reverse the effect of that event.

	
	

	Allocation of goodwill in case of a Cash Generating Unit (CGU)

	For the purpose of impairment testing, goodwill acquired in a business combination shall, from the acquisition date, be allocated to each of the acquirer’s CGU, or groups of CGU, that are expected to benefit from the synergies of the combination, irrespective of whether other assets or liabilities of the acquire are assigned to those units or groups of units. Each unit or group of units to which the goodwill is so allocated shall represent the lowest level within the entity at which the goodwill is monitored for internal management purposes, and not be larger than an operating segment determined in accordance with IFRS 8.
	In testing a CGU for impairment, an entity should identify whether goodwill that relates to that CGU is recognized in the financial statements. If this is the case, goodwill is allocated to the CGU based on bottom-up approach, i.e., identify whether it can be allocated to a particular CGU on consistent and reasonable basis and then, compare the recoverable amount of the CGU under review to its carrying amount and recognizes any impairment loss. However, if in performing the ‘bottom-up’ test, the entity could not allocate the carrying amount of goodwill on a reasonable and consistent basis to the CGU under review, the entity should also perform a ‘top-down’ test, that is, the entity should identify the smallest CGU that includes the cash-generating unit under review and to which the carrying amount of goodwill can be allocated on a reasonable and consistent basis. The entity should then compare the recoverable amount of the larger CGU to its carrying amount and recognize the loss.
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	Intangible assets

	Intangibles acquired as a part of business combination

	In accordance with IFRS 3-R Business Combinations, if an intangible asset is acquired in a business combination, the cost of that intangible asset is its fair value at the acquisition date. The intangible asset is recorded by the acquirer irrespective of whether the asset had been recognized by the acquire before the business combination. For an intangible asset acquired in business combination, the requirement that the asset will generate future economic benefits is always considered to be met, since the fair value of the asset reflects such expectations. Similarly, if the asset is separable or arises from contractual or other legal rights, it is presumed that sufficient information exists to measure reliably the fair value of the asset. Thus, an entity need not evaluate future economic benefits and measurement criteria separately for recognition of intangible asset arising from business combination.
	If an intangible asset is acquired in an amalgamation in the nature of purchase, the same should be accounted at cost or fair value, depending upon cost/fair value method for amalgamation under AS 14 and provided that cost/fair value can be reliably measured. If the same is not reliably measurable, it is included as a part of goodwill. Where the consideration is allocated to individual identifiable assets and liabilities on the basis of their fair values at the date of amalgamation, then intangible asset is recorded even if that intangible asset had not been recognized in the financial statements of the transferor. 

Intangible assets acquired in an amalgamation in the nature of merger, or acquisition of a subsidiary are recorded at book values, which means that if the intangible asset was not recognized by the acquire, the acquirer would not be able to record the same.

	
	

	Research or development expenditure that relates to an in-process research or development project acquired separately or in a business combination is recognized as an intangible asset.
	No specific guidance given on separately acquired in-process R&D. Since consolidation is based on book values rather than fair values, in-process R&D of an acquired subsidiary is not accounted for in the CFS.

	
	

	Subsequent measurement
	

	An entity shall choose either the cost model or the revaluation model as its accounting policy. If an intangible asset is accounted for using the revaluation model, all the other assets in its class shall also be accounted for using the same model, unless there is no active market for those assets. The revaluation model is permitted only where there is an active market for the underlying intangibles.
	After initial recognition, an intangible asset should be carried at its cost less any accumulated amortization and any accumulated impairment losses.  Revaluation is prohibited.

	
	

	Useful life
	

	An entity shall assess whether the useful life of an intangible asset is finite or indefinite and, if finite, the length of, or number of production or similar units, constituting, that useful life.
	There is a reputable presumption that the useful life of an intangible asset will not exceed 10 years from the date when the asset is available for use.

	
	

	Amortization
	

	The depreciable amount of an intangible asset with a finite useful life shall be allocated on a systematic basis over its useful life.
	Amortization is charged over the useful life of the asset, but should not exceed 10 years, unless there is persuasive evidence for amortizing over a longer period.  
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	Inventory

	Cost formulae
	

	Specific identification, FIFO and weighted average are acceptable methods of determining cost. However, same cost formula should be used consistently for all inventories that have a similar nature and use to the entity. The LIFO method is prohibited.
	Similar to IFRS, except that it is not expressly mandated in AS 2 to use the same cost formula consistently for all inventories that have a similar nature and use to the entity. AS 2 provides that the formula used should reflect the fairest possible approximation, to the cost incurred in bringing the items of inventory, to their present location and condition.

	
	

	Commodity broker-traders
	

	IAS 2 does not apply to measurement of inventories of commodity broker-traders to the extent that they are measured at fair value less costs to sell.
	AS 2 applies to commodity broker-traders too.

	
	

	Inventories of a service provider
	

	IAS 2 includes provisions relating to the work-in-progress of a service provider. Service providers generally accumulate costs in respect of each service for which a separate selling price will be charged.
	AS 2 excludes work in progress arising in the ordinary course of business of service providers.

	
	

	Provisions, Contingent Liability and Contingent Assets

	Definitions
	

	IAS 37 defines the terms ‘legal obligation’, and ‘constructive obligation’ which are not there in AS 29.
	AS 29 contains definitions of the terms ‘present obligation’ and ‘possible obligation’ which are not defined in IAS 37.

	
	

	Present value
	

	Where the effect of the time value of money is material, the amount of a provision should be the present value of the expenditures expected to be required to settle the obligation. 


	The amount of a provision should not be discounted to its present value.

	
	

	Contingent assets
	

	A contingent asset is disclosed in financial statements where an inflow of economic benefits is probable.
	A contingent asset should not be disclosed in financial statements. However, it can be disclosed in Director’s Report.

	
	

	Construction contracts

	Estimated contract losses
	

	Estimated losses are recognized immediately, irrespective of stage of completion.
	The guidance under Indian GAAP is similar to that under IFRS.
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	Construction contracts

	Reliable estimate of the outcome of a construction contract

	If a contract covers a number of assets, the construction of each asset should be treated as

a separate construction contract, if separate proposals have been submitted for each asset, each asset has been subject to separate negotiation, and the costs and revenues of each asset can be identified. In addition, IFRS requires that a group of contracts, whether with a single customer or with several customers, be treated as a single construction contract, if the contracts are negotiated as a single package, closely interrelated, and performed concurrently or in a continuous sequence.
	The guidance under Indian GAAP is similar to that under IFRS.

	
	

	Revenue

	Measurement
	

	Revenue should be measured at the fair value of the consideration received or receivable. Where the inflow of cash or cash equivalents is deferred, discounting to a present value is required.
	Revenue is measured by the charges made to customers or clients for goods supplied and services rendered to them and by the charges and rewards arising from the use of resources by them. Discounting of deferred revenue is normally not required. However, for installment sales, discounting would be required.

	
	

	Revenue recognition — services rendered
	

	IFRS states the use of stage of completion method.
	AS 9 recognizes both completed contract method and proportionate completion method to be used in measurement of performance while recognizing revenue from rendering of services, whichever relates the revenue to the work accomplished should be used for recognition of revenue.

	
	

	Interest, royalties and dividend
	

	Revenue arising from the use by others of entity assets yielding interest, royalties and dividends should be recognized when:

• It is probable that the economic benefits associated with the transaction will flow to the  

entity, and

• The amount of the revenue can be measured reliably.


	Guidance is similar to IFRS except that, interest is recognized based on time-proportion basis taking into account the amount outstanding and the rate applicable.

Under the requirements of Schedule VI to the Companies Act, 1956, dividends from subsidiary companies are recognized even if the same are declared after the date of the balance sheet, but pertain to the period ending on or before the date of the balance sheet.
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	Accounting for government grants

	Grants in the form of non-monetary assets
	

	IAS 20 provides an option to entities to account for government grants in the form of non-monetary assets, given at a concessional rate, either at their fair value or at the acquisition cost.
	AS 12 does not provide such option. It requires government grants in the form of non-monetary assets, given at a concessional rate, to be accounted for on the basis of their acquisition cost only. If a non-monetary asset is given free of cost, it should be recorded at a nominal value.

	
	

	Refundable grants
	

	If government grants relating to a specific fixed asset become refundable, IAS 20 requires retrospective re-computation of depreciation to be done. It also requires that cumulative additional depreciation that would have been recognized as an expense in the absence of the grant should be recognized immediately as an expense.
	If government grant relating to a specific fixed asset becomes refundable, AS 12 requires depreciation on the revised book value to be provided prospectively over the remaining useful life of the asset.

	
	

	Government loan at below-market rate
	

	IAS 20 has been amended as part of Annual Improvement Project 2008. As per the amendment, the benefit of a government loan at a below-market rate of interest is treated as a government grant. The loan shall be recognized and measured in accordance with IAS 39. The benefit of the below-market rate of interest shall be measured as the difference between the initial carrying value of the loan determined in accordance with IAS 39 and the proceeds received.
	AS 12 or AS 30 is silent on the matter.

	
	

	Employee benefits

	Accounting for defined benefit plan discount rate

	The discount rate to be used for determining the defined benefit obligation is by reference to market yields at the balance sheet date on high quality corporate bonds (or, in countries where there is no deep market in such bonds, government bonds) of a currency and term consistent with the currency and term of the post-employment benefit obligations.
	The discount rate to be used for determining the defined benefit obligation is by reference to market yields at the balance sheet date on government bonds of a currency and a term consistent with the currency and term of the post-employment benefit obligations.

	
	

	Past service cost
	

	IFRS requires the recognition of past service cost as an expense on a straight-line basis over the average period, until the benefits become vested. If benefits are vested immediately following the changes to a defined benefit plan, an entity should recognize past service cost immediately.
	The guidance under Indian GAAP is similar to that under IFRS.
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	Employee benefits

	Actuarial gains and losses
	

	IAS 19 provides options to recognize actuarial gains and losses as follows:

• All actuarial gains and losses can be recognized immediately in profit or loss for the period,
• All actuarial gains and losses can be recognized immediately in Other Comprehensive Income, or

• Actuarial gains and losses below the 10% corridor need not be recognized and those above the 10% corridor can be deferred over the remaining service period of employees or on accelerated basis.
	Actuarial gains or losses are recognized immediately in profit or loss for the period.

	
	

	Income Taxes

	Approach
	

	IAS 12 requires entities to account for taxation using the balance sheet liability method, which focuses on temporary differences in accounting for the expected future tax consequences of events.
	Deferred tax is accounted using the Income Statement approach, which focuses on timing differences.

	
	

	Fringe Benefits Tax (FBT)
	

	Included as part of the related expense which gave rise to FBT.
	Disclosed as a separate line item after PBT on the face of the P&L. In other words, FBT is treated at par with income tax.
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