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	Introduction

	Basic Concept

	Four basis: historical cost, current cost, realizable value and present value. Though historical cost is most commonly adopted recent trend tends to tilt more towards fair value and therefore more balance-sheet focused. Exceptions to historical cost are fair valuation of financial instruments, other biological assets, revaluation of fixed assets/intangible assets, impairment of assets, etc.  
	Similar to IFRS; however prohibits revaluation of fixed assets, etc.
	In line with IFRS though in some situations disowns fair valuation, for eg, provisions are not allowed to be discounted or investments are valued at lower of cost or market value.  Business combinations are not accounted on fair valuation basis. Contrarily in some situations fair valuation principles are recognized though IFRS/US GAAP does not recognize them, for eg, under Indian GAAP actuarial gain/losses cannot be deferred and are recognized immediately unlike IFRS/US GAAP. 

	True and fair over-ride

	In extremely rare circumstances when management concludes that compliance with a requirement in a IAS would be misleading, and therefore that departure from a requirement is necessary to achieve a fair presentation, an enterprise should disclose: (a) that management has concluded that the financial statements fairly present the enterprise’s financial position, financial performance and cash flows; (b) that it has complied in all material respects with applicable IAS except that it has departed from a Standard in order to achieve a fair presentation; (c) the Standard from which the enterprise has departed, the nature of the departure, including the treatment that the Standard would require, the reason why that treatment would be misleading in the circumstances and the treatment adopted; and (d) the financial impact of the departure on the enterprise’s net profit or loss, assets, liabilities, equity and cash flows for each period presented.
 

The override does not apply where there is a conflict between local company law and IFRS; in such a situation, the IFRS requirements must be applied.
 

When assessing whether a departure from a specific requirement in IAS is necessary, consideration is given to: (a) the objective of the requirement and why that objective is not achieved or is not relevant in the particular circumstances; and (b) the way in which the enterprise’s circumstances differ from those of other enterprises which follow the requirement.
	Very rare. SEC does not permit such override. Though guidance similar to that in IFRS relating to ‘true and fair override’ is contained even under US GAAP, departures are very rare.  In other countries departures are much more common.  In the UK appropriate enforcement by the Financial Reporting Review Panel has ensured, in recent years, that the use of ‘override’ remains extremely rare.  By contrast, in Switzerland, little or no enforcement has almost encouraged departures from Standards.  Therefore, the interpretation of fair presentation in the context of IASC and other national standards versus fair presentation in the context of US standards may differ significantly and will remain dependant on quality of enforcement.
	True and fair override is generally not permitted under Indian GAAP.  Further in terms of hierarchy local legislations are more superior.  The Accounting Standards by their very nature cannot and do not override the local regulations which govern the preparation and presentation of financial statements in the country.
 

The recent clause 49, does contain provisions relating to the true and fair over-ride; however, no practical guidance is available.

	Accounting Policies

	Management should select and apply an enterprise’s accounting policies so that the financial statements comply with all the requirements of each applicable International Accounting Standard and Interpretation of the Standing Interpretations Committee.  Where there is no specific requirement, management should develop policies to ensure that the financial statements provide information that is: (a) relevant to the decision-making needs of users; and (b) reliable in that they (i) represent faithfully the results and financial position of the enterprise; (ii) reflect the economic substance of events and transactions and not merely the legal form; (iii) are neutral, that is free from bias; (iv) are prudent; and (v) are complete in all material respects.
	Similar to IFRS.
	Though no specific guidance available the same principles as enunciated in IFRS would apply.

	Component of financial statements

	Balance sheet, Income statement, Statement of changes in equity (SOCIE), cash flow and notes to accounts. Statement of Recognised Income and Expenses (SORIE) can be presented separately from SOCIE, if the entity so chooses.
	Balance sheet, Income statement, Statement of changes in stockholders equity, other comprehensive income and accumulated other comprehensive income, cash flow and notes to accounts
	Balance sheet, Income statement, cash flow and notes to accounts. The concept of SOCIE does not prevail; however, they are represented by the captions share capital and reserves and surplus in the balance sheet.

	Disclosure of Critical Judgements

	IAS 1 requires disclosure of critical judgments and estimates made by management in applying accounting policies
	Similar to IFRS
	There is no such specific disclosure requirement in AS 1 or Schedule VI.

	Comparatives

	Comparative information shall be disclosed in respect of the previous period for all amounts reported in the financial statements.  Comparative information shall be included for narrative and descriptive information when it is relevant to an understanding of the current period's financial statements.
	SEC requirements specify that all registrants must give two years of comparatives (to the current year) for all statements except for the balance sheet, which requires one comparative year. This rule applies whichever accounting framework is used in the primary financial statements.
	Requires one year of comparatives for all numerical information in the financial statements.

	Reporting currency for presentation of financial statements

	An entity can present its financial statement in any currency. However, all items needs to be stated in functional currency. The company translates the financial statement from functional currency to presentation currency. The balance sheet items are translated at closing rate. P&L items at average rate. The exchange difference arising in such process is shown as separate component of equity. 
	Similar to IFRS. SEC allows non-US companies to file financial statement prepared in any currency decided by management.  Equity is translated at historical rates.
	No guidance available in Indian GAAP. In India, Schedule VI requires presentation to be made in Indian Rupees.

	Balance sheet format

	Illustrative format has been provided under IAS as there is no prescribed rigid format. Under IAS 1 each enterprise should determine, based on the nature of its operations, whether or not to present current and non-current assets and current and non-current liabilities as separate classifications on the face of the balance sheet.  When an enterprise chooses not to make this classification, assets and liabilities should be presented broadly in order of their liquidity.  Whichever method of presentation is adopted, an enterprise should disclose, for each asset and liability item that combines amounts expected to be recovered or settled both before and after twelve months from the balance sheet date.  
 

An enterprise should disclose, either on the face of the balance sheet or in the notes to the balance sheet, further sub-classifications of the line items presented, classified in a manner appropriate to the enterprise’s operations.  Each item should be sub-classified, when appropriate, by its nature and, amounts payable to and receivable from the parent enterprise, fellow subsidiaries and associates and other related parties should be disclosed separately.
	Generally presented as total assets balancing to total liabilities and shareholders’ funds. Items presented on the face of the balance sheet are similar to IFRS, but are generally presented in decreasing order of liquidity. The balance sheet detail must be sufficient to enable identification of material components. Public entities must follow specific SEC guidance.
	Even though AS 1 does not prescribe any minimum structure of financial statements, Schedule VI of the Companies Act prescribes a detail format for balance sheet.  Though Schedule VI does not prescribe a format for profit and loss account, the various items that need to be disclosed have been specified. Current v Non-current classification does not exist under Schedule VI, though EAC has taken a view in some of its opinions that current and non-current classification should be provided, though not required under Schedule VI.  However current v non-current classification should be provided if required under a mandatory accounting standard, for example, deferred taxes are disclosed as non-current items separate from current items.  Another example is in respect of lease payables and receivables.

	Income statement format

	There is no prescribed rigid format. IAS sets out the line items that are required to be disclosed in the income statement as a minimum.  Additional line items, headings and sub-totals should be presented on the face of the income statement when required by an International Accounting Standard, or when such presentation is necessary to present fairly the enterprise’s financial performance.  IAS permits the P&L to be based on either the nature of expenses or their function within the enterprise.  Under the nature of expense method expenses are aggregated in the income statement according to their nature, (for example depreciation, purchases of materials, transport costs, wages and salaries, advertising costs), and are not reallocated amongst various functions within the enterprise.  This method is simple to apply in many smaller enterprises because no allocations of operating expenses between functional classifications is necessary.  The second analysis is referred to as the function of expense or ‘cost of sales’ method and classifies expenses according to their function as part of cost of sales, distribution or administrative activities.  This presentation often provides more relevant information to users than the classification of expenses by nature, but the allocation of costs to functions can be arbitrary and involves considerable judgement.  Enterprises classifying expenses by function should disclose additional information on the nature of expenses, including depreciation and amortisation expense and staff costs.  
 

The choice of analysis between the cost of sales method and the nature of expenditure method depends on both historical and industry factors and the nature of the organisation.  Both methods provide an indication of those costs which might be expected to vary, directly or indirectly, with the level of sales or production of the enterprise.  Because each method of presentation has merit for different types of enterprise, this Standard requires a choice between classifications based on that which most fairly presents the elements of the enterprise’s performance.  However, because information on the nature of expenses is useful in predicting future cash flows, additional disclosure is required when the cost of sales classification is used.  
 
	Presented in one of two formats. Either:
· a single-step format where all expenses are classified by function and are deducted from total income to give income before tax; or 
· in a multiple-step format where cost of sales is deducted from sales to show gross profit, then other income and expense are presented to give income before tax. 

SEC regulations specify further line items.
	Determined by multiple regulatory agencies.  Most companies have to comply with the Schedule VI format, though banking, electricity and insurance companies are governed by their respective Acts.  In addition, enterprises also have to ensure that the disclosure requirement under the various Accounting Standards have been complied.  Non-corporate entities such as partnership firms or sole proprietor organisations do not have to follow Schedule VI requirements and therefore the financial statement format used by these organisations in India is very disparate.  These organisations nevertheless should comply with the disclosure standards that are mandatory to them.
 

Even within the Companies Act the disclosure requirements are provided at various other places other than Schedule VI.  For example, donations to political parties are required to be disclosed under Section 293A of the Companies Act.  RBI also has imposed certain disclosure requirements, for example, it requires maximum amount due on Commercial Papers during the year to be disclosed.  SEBI has significantly impacted the disclosure requirements for listed corporate entities.  Quarterly disclosures are made purely based on SEBI format and not based on ICAI Standards.  SEBI and RBI both play major role in respect of the accounting and control framework for non-banking finance companies and mutual funds.
 

No standard format prescribed for the income statement under Schedule VI. However Schedule VI requires certain specific disclosures which are required in Income statement. An entity can prepare income statement by function or nature; however, the specific disclosures under Schedule VI are required to be made.  Thus it is convenient to present income statement based on the nature of expenses. Some companies particularly software comapnies follow the functional classification method, but provide the necessary information on the nature of expenses as required by Schedule VI.  
 

Since under Schedule VI no format is prescribed for the income statement theoretically an essay on the income statement would comply with Schedule VI as long as the necessary disclosures relating to nature of expenses required therein are made. With the advent of new Standards in India, a large number of instances have come to notice where the disclosure requirement under the Standard and Schedule VI are either irrelevant, contradictory or inconsistent.  

	Exceptional Items

	Does not use the term exceptional items but requires the separate disclosure of items of income and expense that are of such size, nature or incidence that their separate disclosure is necessary to explain the performance of the entity for the period. Disclosure may be on the face of the income statement or in the notes.
	Similar to IFRS
	Similar to IFRS

	Extraordinary items

	Disclosure as extraordinary items either on the face of the income statement or in the notes prohibited.
	Are defined as being both infrequent and unusual. Extraordinary items are rare. Presented separately on the face of the income statement net of taxes after results from the operations. Disclosure of the tax impact is either on the face of the income statement or in the notes to the financial statements.
	Are defined as  income or expenses that arise from events or transactions that are clearly distinct from the ordinary activities of the enterprise and, therefore, are not expected to recur frequently or regularly. Such items should be disclosed in the P&L as a part of net profit or loss for the period. 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.

	Statements of changes in shareholders’ equity (SOCIE)  & Statement of changes in recognized gains and losses (SORIE)

	On the face of SOCIE, the following shall be disclosed:
a. profit or loss for the period; 

b. each item and the total of income/expense that are required by IFRSs to be recognized directly in equity; 

c. total of (a)+(b), with allocation to parent and minority interest; and 

d. the effects of changes in accounting policies/corrections or errors per IAS 8, for each equity component. 

The total of gains and losses recognised in the period comprises net income and the following gains and losses recognised directly in equity:
· fair value gains (losses) on land and buildings, available-for-sale investments and certain financial instruments; 

· foreign exchange translation differences; 

· the cumulative effect of changes in accounting policy; and 

· changes in fair values on certain financial instruments if designated as cash flow hedges, net of tax, and cash flow hedges reclassified to income and/or the relevant hedged asset/liability. 

· those required by the transitional provision of a standard and the consequential tax effect. 

A statement of changes in equity that comprises only these items shall be titled a statement of recognized income and expense.
 

On the face of SOCIE or in the notes, an entity shall also present the following: (a) transactions with equity holders in their capacity as equity holders, showing separately distributions to them (b) retained earning at beginning and end of period, and changes during the period (c) reconciliation between closing and opening balance of each class of contributed equity and reserve, with separate disclosure of each change.
	The following alternative formats are permitted:
· a single primary statement of income, other comprehensive income and accumulated other comprehensive income containing both net income, other comprehensive income and a roll forward of accumulated other comprehensive income; 

· a two statement approach – a statement of comprehensive income and accumulated other comprehensive income, and a statement of income; or 

· a separate category highlighted within the primary statement of changes in stockholders equity 

 

The cumulative amounts are disclosed for each item of comprehensive income (accumulated other comprehensive income).  US GAAP does not have a SORIE.
 

It should also be noted that under US GAAP, revaluations of land and buildings are prohibited and thus would be excluded.  Also, actuarial gains and losses are recognized through the income statement.
	SOCIE/SORIE is not applicable under Indian GAAP.  All items are recognized in the income statement in accordance with AS-5.  Credit for certain items are directly taken to reserves and surplus, for eg, 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. Schedule is given for equity and reserves and surplus showing opening, closing position as on the balance sheet date and movements along with other disclosures prescribed by Schedule VI of the Companies Act, 1956.

	Inventory

	Measurement

	At cost or net realizable value whichever is lower. Net realisable value is the estimated selling price in the ordinary course of business less the estimated costs of completion and the estimated costs necessary to make the sale. Reversal (limited to the amount of the original write-down) is required for a subsequent increase in value of inventory previously written down. Inventories of producers and dealers of agricultural and forest products and minerals and mineral products and for broker-dealers’ inventories of commodities allowed at net realisable value even if above cost.
	Similar to IFRS. A departure from the cost basis of accounting is required where there is impairment of inventory.  The impairment is measured by assessing the inventory at lower of cost and market.  Market means current replacement cost of the inventory item, except that (a) market should not exceed the NRV, and (b) market should not be less than NRV reduced by an allowance for an approximately normal margin.
	Similar to IFRS.  However, inventories of commodity brokers is not scoped out from AS-2, though inventories relating to mineral products, agriculture and forest products, etc are scoped out and can be valued at NRV based on industry practice.

	Cost formulae

	Specific identification, FIFO and Weighted average are acceptable method of determining cost. However, same cost formula should be used consistently for all inventories that have a similar nature and use to the entity.  LIFO is prohibited.
	FIFO, LIFO and Weighted average are acceptable method of determining cost. Same cost formula should be used consistently for all inventories that have a similar nature and use to the entity.
	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.  LIFO is prohibited.

	Overhead allocation

	They also include a systematic allocation of fixed and variable production overheads that are incurred in converting materials into finished goods. The allocation of fixed production overheads to the costs of conversion is based on the normal capacity of the production facilities. 
	Similar to IFRS
	Similar to IFRS

	Biological assets

	A biological asset should be measured on initial recognition and at each balance sheet date at its fair value less estimated point-of-sale costs. All changes in fair value should be recognised in the income statement in the period in which they arise.
	Not specified, generally historical cost used.
	No guidance available. However, principles of IFRS may be followed.

	Inventories acquired on deferred settlement terms

	IAS 2 specifically requires that where inventory is acquired on deferred settlement terms, the excess over the normal price is to be accounted as interest over the period of financing.
	There is no express requirement specifying treatment of inventories acquired on deferred settlement terms.
	There is no express requirement under AS 2 specifying treatment of inventories acquired on deferred settlement terms.

	Commodity broker-traders

	IAS 2 does not apply to the measurement of inventories of commodity broker-traders to the extent that they are measured at fair value less costs to sell
	There is no express requirement which scopes out measurement of commodity broker-traders
	AS 2 does not scope out commodity broker-traders

	Inventories of a service provider

	IAS-2 includes provisions relating to the work-in-progress of a service provider e.g. construction companies. Under IAS-2 such WIP consists primarily of the labour and other costs of personnel directly engaged in providing the service, including supervisory personnel, and attributable overheads.  Labour and other costs relating to sales and general administrative personnel are not included but are recognised as expenses in the period in which they are incurred.  Service providers generally accumulate costs in respect of each service for which a separate selling price will be charged.  Therefore, each such service is treated as a separate item.  
 
	IAS 2 addresses one topic not addressed in ARB 43, Chapter 4—inventories of service providers. However, IAS 2 does not define that term and therefore creates some ambiguity. From context, the term appears to include professional firms of accountants or attorneys, janitorial and temporary personnel firms, and advertising firms. The outer boundary is not clear, however. For example, it is not clear whether a manufacturer’s representative or an insurance sales entity could be considered a provider of services. Those enterprises usually derive their revenues from commissions on sales; however, questions have arisen about whether those enterprises should hold any costs in “inventory.” In addition, professional firms in the United States frequently provide services for a fee that is contingent on the outcome of litigation or some other event. It is unclear whether IAS 2 would require any of the costs of contingent-fee services to be carried as an asset or, alternatively, to be charged to expense as incurred.  Paragraph 16 of IAS 2 describes the cost of service providers’ inventories as follows: ‘The cost of inventories of a service provider consists primarily of the labour and other costs of personnel directly engaged in providing the service, including supervisory personnel, and attributable overheads. Labour and other costs relating to sales and general administrative personnel are not included but are recognised as expenses in the period in which they are incurred’.  Although inventories of service providers are not specifically addressed in ARB 43, Chapter 4, paragraph 16 of IAS 2 does not appear to conflict with the general provisions of ARB 43, Chapter 4. Most service providers in the United States bill customers for services as they are rendered, usually on a monthly basis. Any accumulation of costs above the amount that will be received from customers in the next billing cycle should raise concerns about recoverability. IAS 2 seems to acknowledge that point in the concluding sentences of paragraph 26, which state that “service providers generally accumulate costs in respect of each service for which a separate selling price will be charged. Therefore, each such service is treated as a separate item.” Thus, presumably each service is accumulated and billed separately under IAS 2.
	AS 2 excludes work in progress arising in the ordinary course of business of service providers.  Depending on the nature of the contract, such service contracts would be governed by AS 9 ‘Revenue Recognition’or AS 7 ‘Accounting for Construction contracts’.  These principles relate to recognising revenue either on completion of the service or pro-rata over the period of the service taking into consideration the work completed to date.  The revised AS 7 only permits the percentage of completion method and has introduced some form of surrogate for the completed contract method.
 

	Cash Flow statement

	Applicability

	No exemption.
 
	A statement of cash flows is required as part of a full set of financial statements for all business enterprises other than certain investment entities.
 
	Cash flow is not mandatory for SME’s.

	Cash and Cash Equivalents

	Cash comprises not only cash on hand but also demand deposits with banks or other financial institutions. Cash equivalents are short-term, highly liquid investments that are readily convertible to known amounts of cash and that are subject to an insignificant risk of changes in value. 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. 
	Similar to IFRS except that cash equivalents do not include advances from banks that are repayable within three months, e.g. overdrafts.  As a result, movements within advances from banks that are repayable within three months have to be reported as cash flow from financing activities.
	Cash comprises cash on hand and demand deposits with banks. There is no stipulation in AS 3 for classification of bank overdrafts. Cash equivalents are short term, highly liquid investments that are readily convertible into known amounts of cash and which are subject to an insignificant risk of changes in value.

	Format and content of cash flow

	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.
	Similar to IFRS. However, though use of Direct method is encouraged, indirect method is more common.  If the direct method is used, a reconciliation of net income to cash flows from operating activities must be disclosed. 
	Similar to IFRS.  However, in case of listed companies SEBI requires only indirect method.

	Cash flow associated with extraordinary items

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

	Disclosure of Interest paid and received

	Operating in case of financing enterprise. For other enterprises, interest paid should be disclosed as operating or financing.  Interest received is usually disclosed as investing cash flow.
	Operating
	Operating in case of financing enterprise. For other enterprises, it should be disclosed as financing.

	Disclosure of dividend paid 

	Operating or financing
	Financing
	Financing

	Disclosure of dividend received

	Operating in case of financing enterprise. Operating or investing in case of other enterprises
	Operating
	Operating in case of financing enterprise. Investing in case of other enterprises

	Disclosure of taxes paid

	Operating – unless specific identification with financing or investing
	Operating
	Operating – unless specific identification with financing or investing

	Hedging transactions

	Cash flows from a contract that is accounted for as a hedge of an identifiable position should be classified in the same manner as the cash flows of the position being hedged.
 
	Generally, a cash receipt or payment is to be classified according to its nature without regard to whether it stems from an item intended as a hedge of another item.  However, cash flows resulting from derivative instruments that are accounted for as fair value hedges or cash flow hedges under FAS 133 Derivative Instruments and Hedging Activities may be classified in the same category as the cash flows from the items being hedged provided the accounting policy is disclosed.  If for any reason hedge accounting is subsequently discontinued then any cash flows subsequent to the date of discontinuance shall be classified consistent with the nature of the instrument.
	No guidance available

	Foreign currency transaction

	Cash flows denominated in a foreign currency and cash flows of a foreign subsidiary should be translated into the parent’s reporting currency using the exchange rate at the date of the cash flow or an appropriate weighted average rate, i.e. that used for income statement purposes. Unrealised gains and losses for the period on cash and cash equivalents balances denominated in a foreign currency, should be reported as a reconciling item in the cash flow statement, separate from operating, investing and financing activities.
	Similar to IFRS
	Similar to IFRS

	Payments by lessee relating to finance lease.

	IAS 7 requires additional disclosure of cash payments by a lessee relating to finance lease under financing activities.
	Similar to IFRS
	No such requirement under AS 3

	Additional disclosures in CFS

	IAS 7 deals with issues relating to disclosure in cash flow statement in CFS like undistributed profits of associate and minority interests, foreign exchange cash flows of foreign subsidiary.
	No such specific requirement 
	No such requirement under AS 3

	Acquisition of subsidiaries

	IAS 7 requires further disclosure on cash and cash equivalents of acquired subsidiary and all other assets acquired.
	No such specific requirement 
	No such requirement under AS 3

	Reconciliation

	Requires a reconciliation of net profit or loss to net cash flows from operating activities under only the indirect method.
 

Enterprises must reconcile the components of cash and cash equivalents to the amounts presented on the balance sheet. That requirement implies that the total of cash and cash equivalents presented in the cash flow statement need not agree to a single line item, “cash and cash equivalents,” in the balance sheet.
	Statement 95 requires a reconciliation of net income to net cash flow from operating activities under both the direct method and the indirect method. The reconciliation requirement in Statement 95 (for the direct method) has little practical significance, however, because few enterprises in the United States use the direct method.
 

Statement 95 requires that cash and cash equivalents in the statement of cash flows equal the line “cash and cash equivalents” in the statement of financial position. While users of a cash flow statement prepared under IAS 7 might not be able to trace changes in cash and cash equivalents directly between the statement of financial position and the statement of cash flows, that difference has little practical significance because of the reconciliation requirement in IAS 7.
	Similar to IFRS

	Cash flow per share

	Does not address reporting of cash flow per share or similar disclosures.  That difference has practical significance only if an entity that prepares a cash flow statement voluntarily discloses cash flow per share.
	Statement 95 prohibits disclosure of cash flow per share. 
	Similar to IFRS

	Cash restriction

	Requires that an enterprise disclose “together with a commentary by management, the amount of significant cash and cash equivalent balances held by the enterprise that are not available for use by the group.”
	Statement 95 does not require disclosure of that information.
	Similar to IFRS

	Other disclosures

	IAS 7 also encourages disclosure of the following items:
· The amount of undrawn borrowing facilities that may be available for future operating activities and to settle capital commitments, indicating any restrictions on the use of the facilities 

· The aggregate amount of cash flows that represent increases in operating capacity separately from those cash flows that are required to maintain operating capacity 

· The aggregate amounts of the cash flows from operating, investing, and financing activities related to interests in joint ventures reported using proportionate consolidation 

· The amount of the cash flows arising from the operating, investing, and financing activities of each reported industry and geographical segment. 
	The above items are not required to be disclosed under Statement 95.
	AS 3 modeled on IAS 7 also requires the disclosure, except that set out in the last two bullet points.  Segment cash flow disclosure are however encouraged under AS 17.  
 

 

	Accounting policies, changes in accounting estimates and errors

	Change in accounting policies

	An entity shall account for a change in accounting policy resulting from the initial application of a Standard or an Interpretation in accordance with the specific transitional provisions, if any, in that Standard or Interpretation; and 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 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.  An exemption applies when it is impracticable to change comparative information.
	Similar to IFRS
	As per AS 5, ‘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. Where the effect of such change is not ascertainable, wholly or in part, the fact should be indicated. 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’.  
 

AS 5 requires the impact of change in an accounting policy to be adjusted against current periods income statement.  However, AS 5 is silent on whether a change in an accounting policy should be made retrospectively or prospectively. 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.
 

Policy changes made on the adoption of a new standard must be accounted for in accordance with that standard’s transitional provisions. If transitional provisions are not specified then the method described above must be used.

	Prior Period Items

	An entity shall correct material prior period errors retrospectively in the first set of financial statements authorised 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.
	Similar to IFRS.
	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 per IAS 8 prior period items are defined as :
Prior period errors are omissions from, and misstatements in, the entity's financial statements for one or more prior periods arising from a failure to use, or misuse of, reliable information that:
a. was available when financial statements for those periods were authorised for issue; and 
b. could reasonably be expected to have been obtained and taken into account in the preparation and presentation of those financial statements. 
	Similar to IFRS
	AS 5 covers only items of income and expenses under the definition of prior period items. It defines prior period items as :  The term 'prior period items', as defined in this Statement, refers only to income or expenses which arise in the current period as a result of errors or omissions in the preparation of the financial statements of one or more prior periods.  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 method of depreciation is regarded as a change in accounting estimate and hence the effect is given prospectively.
	Similar to IFRS
	Similar to IFRS except for change in method of depreciation which is considered as a change in an accounting policy rather than a change in an accounting estimate. 

	Additional disclosure

	IAS 8 requires disclosure of an impending change in accounting policy when an entity has yet to implement a new Standard or Interpretation that has been issued but not yet come into effect.  In addition, it requires disclosure of known or reasonably estimable information relevant to assessing the possible impact that application of the new Standard or Interpretation will have on the entity's financial statements in the period of initial application
	Similar to IFRS
	No such specific requirement under AS 5

	Events occurring after Balance-sheet date

	Adjusting and non-adjusting event

	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.
	Though similar to IFRS, under U.S. guidance, certain types of events that would otherwise be nonadjusting may be considered so significant that they require additional disclosure and pro forma balance sheet presentation. There is no equivalent guidance in IAS 10 nor any requirements for additional disclosures or pro forma presentation in special circumstances. Therefore, an enterprise following U.S. GAAP might disclose more information about certain types of events after the balance sheet date than would an enterprise following IAS 10.  
	Similar to IFRS. Under AS 4, non-adjusting events are required to be disclosed in the report of the approving authority, for example, the board report.
 

	Authorisation date for issue of financial statements

	The date of authorization for issue of financial statements should be specifically mentioned in the financial statements itself as required by IAS 10
	No such requirement
	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 recognise those dividends as a liability at the balance sheet date. Proposed dividend is a non-adjusting event.  Entity to disclose the amount of dividends that were proposed or declared after the balance sheet date but before the financial statements were authorised for issue. 
	The declaration of a cash dividend is a non-adjusting event.  However, for SEC registrants, stock dividends, stock splits, or reverse stock splits consummated after the balance sheet date but before the issuance of the financial statements require adjustment to the balance sheet for the effects of the dividend.
	The companies are required to make provision for proposed dividend, even-though the same are declared after the balance sheet date.

	Construction Contracts

	Definition 

	A construction contract is defined as ‘a contract specifically negotiated for the construction of an asset or a combination of assets that are closely interrelated or interdependent in terms of their design, technology and function or their ultimate purpose or use.’ 
	No specific definition given. However, guidance is given for accounting for long-term contracts. References to long-term contracts in disclosure requirements in Regulation S-X include (1) contracts or programmes for which gross profits are recognised on a percentage-of-completion method of accounting, or any variant thereof, and (2) contracts or programmes accounted for on completed contract basis which have associated with them material amounts of inventories or unbilled receivables and which have been or are expected to be performed over a period of more than twelve months.  Contracts or programmes of shorter duration may also be included, if deemed appropriate.
	Similar to IFRS

	Accounting for Construction contracts

	Contract revenue and contract costs of a construction contract should be recognised as revenue and expenses by reference to the stage of completion of the contract, when the outcome of that contract can be estimated reliably, i.e. the percentage-of-completion method. Contract costs should be recognised as an expense in the period in which they are incurred. Contract revenue is measured at the fair value of consideration received or receivable.
Completed contract method is prohibited. If the outcome of a contract cannot be estimated reliably, revenue should be recognised only to the extent that it is probable the contract costs incurred will be recoverable. 
	The percentage-of-completion method and the completed-contract method are acceptable methods of accounting. The percentage-of-completion method is recommended when estimates of costs to complete and extent of progress toward completion of long-term contracts are reasonably dependable.  Where estimating the final outcome is impractical, except to assure that no loss will be incurred, equal amounts of revenue and costs should be recognised until the results can be estimated. The completed-contract method, i.e. income recognised only if the contract is completed or substantially so, is preferable when lack of dependable estimates or inherent hazards cause forecasts to be doubtful. 
	Similar to IFRS except that contract revenue as per AS 7 does not refer to fair value but states that it should be measured at consideration received or receivable.

	Estimated contract losses

	Recognized immediately
	Recognized immediately
	Recognized immediately

	Type of construction contracts

	Provides different sets of conditions for determining whether the outcome of a contract can be estimated reliably, depending on whether it is a fixed-priced contract or a cost-plus contract.  Does not explain the reasons for the distinction between fixed-price and cost-plus contracts, and those reasons are not readily apparent.
	U.S. GAAP does not set out different types of contracts.  U.S. GAAP applies the same set of conditions to all contracts, regardless of the type of contract.  U.S. GAAP requires that if a contractor cannot determine the (a) contract revenues or costs, (b) estimated cost to complete, or (c) stage of completion for a cost-plus contract, the contractor must use the completed-contract method. That method is not permitted under AS 7/IAS 11. Thus, an entity using AS 7/IAS 11 in that situation may recognize revenue in an earlier period than would be allowed under U.S. GAAP.  However under all three standards the profit recognised would be zero in case of contracts with substantial degree of uncertainty.
	Similar to IFRS

	Definition of contractor

	Does not define the term contractor
	Paragraph 16 of SOP 81-1 defines a contractor as “a person or entity that enters into a contract to construct facilities, produce goods, or render services to the specifications of a buyer either as a general or prime contractor, as a subcontractor to a general contractor, or as a construction manager.” AS 7/IAS 11 provide implementation guidance relating to the definition of a construction contract. However, those paragraphs address only the types of construction contracts and not the types of contractors. Specifically, AS 7/IAS 11 mentions contracts to construct ships or equipment constructed in connection with a plant in illustrating the types of contracts that would satisfy the definition. However, it is not clear whether service organizations (for example, architects, engineers, surveyors, and so forth), ship builders, or other types of equipment manufacturers (airplanes, heavy equipment, and so forth) would consider themselves contractors under AS 7/IAS 11. The absence of a precise definition of a contractor in AS 7/IAS 11 may raise questions as to the types of enterprises required to use AS 7/IAS 11 (even though they would meet the definition of a contractor under U.S. GAAP) and could lead to inconsistencies in practice. However, IAS 18, Revenue, and AS 9 ‘Revenue Recognition’ may cover long-term contracts not covered by AS 7/IAS 11 and requires similar accounting.  SOP 81-1 is not limited to construction-type contracts. In addition, SOP 81-1 addresses not only fixed-price and cost-plus contracts but also lump-sum, time-and-materials, and unit-price contracts. SOP 81-1 also provides several detailed examples of the types of contracts that are and are not subject to its accounting requirements. AS 7/IAS 11 provides limited guidance as to the types of contracts that are subject to its requirements and provides no examples of contracts that are exempt from those requirements.  However, as noted earlier, IAS 18 and AS 9 may cover those types of contracts, where the requirements are similar.
	Does not define the term contractor

	Combining and segmenting of contracts

	Requires that 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. Also 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 second condition requires that the contracts be “so closely interrelated” that they are, in effect, part of a single project with an overall profit margin. However, provides no guidance to aid in determining how several customers can be part of a single contract or what constitutes “so closely interrelated.” The lack of guidance raises additional issues, for example, (a) whether it is necessary to enter into all the contracts at the same time, (b) whether the customers must be related parties, and (c) whether it is necessary for all construction to take place at the same location. As a result, different contractors following IAS 11 could have significantly different accounting for contracts based on their interpretation, and the same contractor could account for similar contracts differently and still be in conformity with IAS 11.
	SOP 81-1 allows, but does not require, segmenting or combining contracts if certain conditions are met. However, if a U.S. contractor elects to combine or segment a contract, those methods must be applied consistently to contracts with similar characteristics in similar circumstances.
 

In order to combine or segment under SOP 81-1, U.S. contractors must not only meet requirements similar to those in IAS 11 but also must meet numerous additional conditions designed to prevent abusive profit-recognition practices, such as avoiding immediate recognition of a loss on a single contract by combining it with other contracts. Both IAS 11and U.S. GAAP require that if the current estimate of total contract revenue and contract cost indicates a loss, the contractor must recognize the entire amount of the loss in the period in which the loss is determined. However, by segmenting a contract or combining contracts it is possible to delay recognizing a loss on a single contract because grouping contracts or segmenting the components of a contract results in accounting for the group or segment component as a single contract. For example, simply by grouping “profitable” contracts with a “loss” contract, the loss is recognized proportionally, reducing the group contract profits each period as opposed to recognizing the total amount of the loss immediately.
	Similar to IFRS

	Incentive revenue

	Allows a contractor to recognize incentive payments as contract revenue when “. . . it is probable that they will result in revenue . . .”.  However, probable is not defined and that term does not have a universal meaning. As a consequence, contractors may not consistently apply the requirements for recognizing incentive payments as contract revenue.  
	Under SOP 81-1, a contractor must evaluate special contract provisions, such as incentive revenue, throughout the life of a contract in estimating total contract revenue to determine when to recognize earned revenues under the percentage-of-completion method of accounting. To the extent that application of the AS/IASC’s “probable” criterion differs from the application of “earned,” it may be possible for contractors to recognize revenue under AS/IASC standards in an earlier period than when the revenue would be recognized under U.S. GAAP.
	Similar to IFRS

	Claim revenue

	A contractor can recognize claim revenue only when it is probable that the customer will accept the claim and the contractor can reliably measure the amount of the probable claim.
	A contractor can recognize claim revenue only when it is probable that the customer will accept the claim and the contractor can reliably measure the amount of the probable claim. However, SOP 81-1 provides four additional conditions that a contractor must meet to recognize claim revenue: (a) The contract or other evidence provides a legal basis for the claim. . . . (b) Additional costs are caused by circumstances that were unforeseen at the contract date and are not the result of deficiencies in the contractor’s performance.  (c) Costs associated with the claim are identifiable or otherwise determinable and are reasonable in view of the work performed. (d) The evidence supporting the claim is objective and verifiable, not based on management’s “feel” for the situation or on unsupported representations. [paragraph 65]
 

AS 7/IAS 11 does not address those additional conditions. As a result, under AS 7/IAS 11 it is unclear whether an entity could recognize claim revenue simply on the representations of the contractor and without a legal basis.  SOP 81-1 also allows contractors to delay recording claim revenue until the amount is received or awarded. Use of that alternative method can increase non comparability between two entities applying U.S. GAAP; however, the contractor must disclose in the notes to the financial statements that the alternative method was used. AS 7/IAS 11 does not permit such an alternative treatment.
	Same as IFRS

	Change order revenue

	A contractor can recognize revenue from a change order when it is probable that the customer will approve the change order and the amount of revenue can be reliably measured. IAS does not define probable. As a result, there may be differences in the recognition of change-order revenue between entities applying IAS as well as between IAS & U.S. GAAP entities.
	Under SOP 81-1, a contractor can recognize variations in contract revenue from a change order only when the customer actually approves both the scope and the price of the change order. 
	Similar to IFRS.

	Estimated cost to complete

	The estimated-cost-to-complete component of total estimated contract cost is a significant, perhaps the most significant, variable in the formula used to calculate earned revenue. It is significant because it is the basis for determining the total estimated cost and, ultimately, earned revenue and gross profit. IAS does not provide much guidance for what may be the most critical and complex item in accounting for construction contracts.  However, does acknowledge the need for revisions to estimates from time to time.
 

Because of inadequate guidance contractors may not make consistent or reliable estimates, which could result in the stage of completion being improperly measured, incorrect progress billings, and misstatement of contract earnings.
 
	SOP 81-1 provides a significant amount of detailed guidance on the use of estimates in accounting for construction contracts and clearly states that “the ability to produce reasonably dependable estimates is an essential element of the contracting business. . . . An entity without the ability to update and revise estimates continually with a degree of confidence could not meet that essential requirement of generally accepted accounting principles”. 
 

Paragraph 78 of SOP 81-1 recognizes the significance of the estimate of costs to complete and provides the following guidance to assist in developing reliable estimates:
a. Systematic and consistent procedures that are correlated with the cost accounting system should be used to provide a basis for periodically comparing actual and estimated costs.
b. In estimating total contract costs, the quantities and prices of all significant elements of cost should be identified.
c. The estimating procedures should provide that estimated cost to complete includes the same elements of cost that are included in actual accumulated costs; also, those elements should reflect expected price increases.
d. The effects of future wage and price escalations should be taken into account in cost estimates, especially when the contract performance will be carried out over a significant period of time. Escalation provisions should not be blanket overall provisions but should cover labour, materials, and indirect costs based on percentages or amounts that take into consideration experience and other pertinent data.
e. Estimates of cost to complete should be reviewed periodically and revised as appropriate to reflect new information. 
	Similar to IFRS

	Stage of completion

	Recognizes that contractors can determine the stage of completion by a variety of methods.
	Recognizes that contractors can determine the stage of completion by a variety of methods. However, SOP 81-1 requires that the method to determine the stage of completion for similar contracts be applied on a consistent basis. IAS does not contain such a consistency provision. As a consequence, it may be possible to select different methods for similar contracts under IAS in the same reporting period. That practice may lead to non comparability between the accounting for similar contracts and between reporting periods for the same contract. However, IAS does require disclosure of the methods used to determine the stage of completion of contracts in progress, which may enhance comparability.
	Similar to IFRS

	Computation of income earned

	See US GAAP
	IAS 11 indicates that a contractor must calculate earned revenues and the cost of earned revenues based on the stage-of-completion percentage. In contrast, SOP 81-1 allows a contractor to calculate earned revenue and cost of earned revenues in one of two ways, and either approach is acceptable if used on a consistent basis. Alternative A, the revenue-cost approach, multiplies the estimated percentage of completion by the estimated total revenues to determine earned revenue and multiplies the estimated percentage of completion by the estimated total contract cost to determine the cost of earned revenue. Alternative B, the gross-profit approach, multiplies the estimated percentage of completion by the estimated gross profit to determine the estimated gross profit earned to date. Under Alternative B, the cost of earned revenue is the cost incurred during the period. Revenue would be the aggregate of cost of earned revenue and the estimated gross profit.  Alternative A is consistent with the method described in IAS 11.
 

However, the guidance in IAS 11 states that “contract costs are usually recognised as an expense in the income statement in the accounting periods in which the work to which they relate is performed.” That guidance is consistent with Alternative B of SOP 81-1. Many believe, that guidance is the preferable treatment because “. . . the amount of costs incurred can be objectively determined, does not depend on estimates, and should be the amount that enters into the accounting determination of income earned” (SOP 81-1, paragraph 81). Nonetheless, the guidance in IAS 11 conflicts with another of its own provision which requires that costs be recognized by reference to the stage of completion because the cost of earned revenue determined using the stage-of-completion percentage may not equal the actual contract costs incurred that relate to the work performed during the period.
 

To illustrate using the example that appears in the appendix to IAS 11, the actual costs incurred to date are $6,168, but the expense recognized in the income statement to date is only $6,068: total estimated contract costs multiplied by stage of completion ($8,200 ´ 74%). That method is equivalent to Approach A under SOP 81-1. If the example were calculated using the actual costs incurred, the earned revenue recognized to date would increase from $6,808 to $6,908: estimated gross profit multiplied by stage of completion percentage plus cost incurred to date [($1,000 ´ 74%) + $6,168]. That method is equivalent to Approach B under SOP 81-1. Using that method, the expenses in the income statement would increase from $6,068 to $6,168. Under both methods, the gross profit is still $740 at the end of the second year.
	Similar to IFRS

	Additional Guidance

	See US GAAP
	The following additional topics and guidance are covered by U.S. GAAP but not by AS 7/IAS 11:
· Account title and classification of certain assets and liabilities 

· Contracts not covered 

· Definition of a contractor 

· Definition of a profit center 

· Determining a basic accounting policy for contracts 

· Inherent hazards 

· Input and output measures 

· Customer-furnished materials 

· Cost adjustments arising from back charges 

· Estimated cost to complete 

· Alternative methods of calculating earned income under the percentage-of-completion method 

· Disclosure of revised estimates 

· Disclosure of backlog on existing contracts 
	Similar to IFRS

	Income Taxes

	Approach

	IAS 12 Income Taxes 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.  Temporary differences are differences between the tax bases of assets or liabilities and their book values that will result in taxable or tax deductible amounts in future years. The taxation recognised in income comprises the current tax and the change in deferred tax assets and liabilities of the entity.
	Similar to IFRS
	Deferred tax is accounted using the Income statement approach, which focuses on timing differences. Timing differences are the differences between taxable income and accounting income for a period that originate in one period and are capable of reversal in one or more subsequent periods. The taxation recognised in income comprises the current tax and the change in deferred tax assets and liabilities of the entity.
 

Deferred taxes are not determined for temporary differences such as:
· Revaluation of fixed assets 

· Business combinations 

· Consolidation adjustments 

· Undistributed profits 

· Foreign currency translation adjustments 

	Exceptions
	 
	 

	No deferred tax in respect of:
· Non deductible goodwill 

· Initial recognition of an asset/liability other than in a business combination and affects neither accounting profit nor taxable profit at the time of the transaction 

· Other amounts that do not have a tax consequence 
	Similar to IFRS; however no initial recognition exemption and special requirements apply in deferred tax computation on leveraged leases
	Not applicable since DTA/DTL is created using the timing difference approach.

	Method of computation

	Tax rate for computation of deferred tax

	Deferred tax liabilities (assets) should be measured based on enacted or substantively enacted tax laws and tax rates that are expected to apply in the period they are settled (realised).  In measuring deferred tax liabilities and deferred tax assets, the entity should take account of the manner in which it intends to settle or recover the carrying amount, where this has tax consequences.
	Deferred tax liabilities/assets using enacted tax rates expected to apply to taxable income in the periods in which the deferred tax liability or asset is expected to be settled or realised.  In the case of U.S. federal income taxes, the enactment date is the date the bill becomes law, even if the change in the tax law or rate is retroactive to an earlier date.  FAS 109 does not address specifically how to determine the enactment date in jurisdictions outside the US but the SEC Staff consider that the enactment date is when all steps in the process for legislation to become law have been completed.
	Similar to IFRS

	Discounting
	 
	 

	Prohibited 
	Prohibited
	Prohibited

	Recognition of Deferred tax assets

	Deferred tax assets should be recognised to the extent that it is probable that future profits will be available to offset the deductible temporary differences or carry forward of unused tax losses and unused tax credits. To the extent that it is no longer probable that sufficient taxable profit will be available, the carrying amount of a deferred tax asset should be reduced.  When realization is based on future taxable profits, those need to be demonstrated with convincing evidence.  However, unlike Indian GAAP, taxable profits need not be determined with virtual certainty.
 
	Deferred tax assets should be recognised in full unless it is 'more likely than not' that some portion or all of the deferred tax assets will not be realised.  A provision (or 'valuation allowance') should be made to reduce the tax asset to an amount that is 'more likely than not' to be realised. 
	Deferred tax assets should be recognised and carried forward only to the extent that there is a reasonable certainty that sufficient future taxable income will be available against which such deferred tax assets can be realised. However, deferred tax assets on brought forward losses or unabsorbed depreciation should be recognised only to the extent that there is virtual certainty supported by convincing evidence that sufficient future taxable income will be available against which such deferred tax assets can be realised.  MAT credit is based on convincing evidence (no requirement for virtual certainty)

	Fringe benefit tax

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

	Recognition of deferred tax on Investment made in subsidiaries, branches, associates and joint ventures (undistributed profits)

	An enterprise should recognise a deferred tax liability for all taxable temporary differences associated with investments in subsidiaries, branches and associates, and interests in joint ventures, except to the extent that the parent, investor or venturer is able to control the timing of the reversal of the temporary difference; and it is probable that the temporary difference will not reverse in the foreseeable future.
	Deferred tax is required on temporary differences arising after 1992 relating to investments in domestic subsidiaries, unless such amounts can be recovered tax free and the entity expects to use that method. No deferred taxes are recognised on undistributed profits of foreign subsidiaries that are essentially permanent in duration.
Deferred tax is required on temporary differences arising after 1992 relating to investments in domestic JV’s. No deferred taxes are recognised on undistributed profits of foreign JVs that are essentially permanent in duration.
Deferred tax is recognized on temporary differences relating to investments in investees.
	No deferred tax recognized.

	Recognition of deferred tax on items taken directly to equity

	Deferred tax should be charged or credited directly to equity if the tax relates to items that are credited or charged, in the same or a different period, directly to equity. Eg. Revaluation of PPE
	Similar to IFRS; however the question of recognizing deferred taxes on revaluation of PPE, etc does not arise since revaluation is prohibited.
	No guidance; however revised AS-15 requires the consequential deferred tax impact of opening AS-15 adjustment to be made to revenue reserves as well.  As regards revaluation of PPE, deferred tax would not be recognized, since AS-22 is based on timing difference rather than temporary difference approach.

	Deferred tax arising on business combination

	Deferred tax is provided on difference between fair value of assets recorded in books and tax base of those assets unless tax base is also stepped up to fair value.
	Similar to IFRS
	There is no one standard that deals with business combination.  AS-21, which deals with acquisition of a subsidiary, requires acquisition accounting in the CFS based on book values rather than fair values.  Therefore the question of recognizing deferred taxes on acquiring a subsidiary does not arise, since it does not affect the financial position of the individual entities which for tax as well as accounting purposes continue to operate as separate entities. Further deferred taxes in the CFS is a simple aggregation of the deffered tax recognized by all the group entities.
 

If the acquisition results in amalgamation, deferred taxes would be determined based on ASI-11, which prescribes separate treatment depending upon whether the amalgamation is the nature of merger or in the nature of an acquisition.

	Deferred tax asset on previously unrecognized tax losses of acquirer is recognized on acquisition if recognition criteria are met, and the credit is taken to the income statement.
	Recognized but credit is taken to goodwill rather than income statement.
	See above

	Deferred tax asset on carry forward tax losses of acquiree is recognized on acquisition if recognition criteria are met, and the credit is take to goodwill
	Similar to IFRS
	See above

	Recognition of deferred tax on elimination of intra-group transactions

	Deferred tax should be recognized on  temporary differences that arise from the elimination of profits and losses resulting from intragroup transactions.  Deferred tax is recognized at the buyers tax rate.
	The buyer is prohibited from recognizing deferred taxes.  Any income tax effects to the seller (including taxes paid and tax effects of any reversal of temporary differences) as a result of the inter-company sale are deferred and recognized upon sale to a third party.
	Deferred tax is not recognized.  The deferred taxes in the CFS is a simple aggregation of the deferred tax recognized by the group entities.

	Recognition of deferred tax on Foreign non-monetary assets / liabilities when the tax reporting currency is not the functional currency

	Deferred tax is recognised on the difference between the carrying amount determined using the historical rate of exchange and the tax base determined using the balance sheet date exchange rate.
	No deferred tax is recognised for differences related to assets and liabilities that are remeasured from local currency into the functional currency resulting from changes in exchange rates or indexing for tax purposes.
	No deferred tax is recognized.

	Presentation and Disclosure

	Deferred tax assets and liabilities should be presented as separate line items in the balance sheet.  Offset of DTA and DTL is permitted only when the entity has a legally enforceable right to offset, eg tax levied by the same tax authority, which allows tax netting. If an entity presents a classified balance sheet, it should not report deferred tax assets and liabilities as current assets and liabilities.
	Deferred tax assets and liabilities must either be classified as current or non current based on the classification of the related non-tax asset or liability for financial reporting.  Tax assets not associated with an underlying asset or liability are classified based on the expected reversal period.
	Deferred tax assets and liabilities should be disclosed under a separate heading in the balance sheet of the enterprise, separately from current assets and current liabilities. ASI 7 requires DTA to be disclosed on the face of the balance sheet separately after the head ‘Investments’ and DTL to be disclosed on the face of the balance sheet separately after the head ‘Unsecured Loans’.  

	Reconciliation of actual and expected tax expense is required. The same is computed by applying the applicable tax rates to accounting profit, disclosing also the basis on which the applicable tax rates are computed.
	Reconciliation of actual and expected tax expense is required for public companies only. The same is computed by applying the domestic federal statutory tax rates to pre-tax  income from continuing operations.
	Only major components of deferred tax asset and liabilities are required to be disclosed.

	MAT credit is disclosed along with any other deferred tax amount
	Similar to IFRS
	Unutilized MAT credit is shown as Loans and Advances.  Utilised amount is deducted from provision for taxation.

	Segment Reporting

	Scope

	Entities whose equity or debt securities are publicly traded, and those that are in the process of issuing equity or debt securities in the public securities markets, must report segment information.  Segment information only needs to be reported on a consolidated level if the entity publishes both parent and CFS.  Similarly, if the financial statements of an entity’s equity method investments or joint ventures are attached to its financial statements, segment information only needs to be reported on the basis of the entity’s own financial statements. 
Entities that voluntarily report segment information need to prepare that information in accordance with IAS 14 Segment Reporting.
	Disclosures about Segments of an Enterprise and Related Information applies to all public business enterprises, that is entities: whose debt or equity securities are traded in a public market on a foreign or domestic stock exchange or on the over-the-counter (OTC) market; or which are required to file financial statements with the SEC.
 

 
	Segment disclosures are required to be given by all public companies ( listed or in process of getting listed), Banks, financial Institutions, entities carrying Insurance business, enterprises having turnover above Rs.50 crores or borrowings above Rs. 10 crores. Holding and subsidiaries of such enterprises are also required to give segment disclosures.  
 

Where an annual report contains the CFS and individual components, segment information may be given only at the CFS level.
Entities that voluntarily report segment information need to prepare that information in accordance with AS-17.

	Format of disclosing segment information

	Business segments and geographical segments are identified. Either of two are classified as primary segment and other segment is classified as secondary segment. IAS 14 prescribes detailed disclosures for primary segment and relatively lesser information is required to be disclosed for secondary segment.  The decision as to whether the primary/secondary format will apply to business or geographical segments depends on the dominant source and nature of an entity’s risks and returns.
	A company is required to report information about its products and services, the geographical areas in which it operates and its major customers. Reportable business segments are required to be identified and disclosures are required to be given. In addition to reportable business segment, some information is also required to be given for geographic segment. 
	Similar to IFRS.

	Identification of segment

	For identification of segments, IAS 14 requires a ‘risk and reward’ approach based on specified criteria’s set out in IAS-14.
 
	FAS 131 requires a 'management approach' to identify reportable business segments, based on the way that management organises segments for making operating decisions and assessing performance. SFAS 131 employs a more management approach in defining segments.  According to this Statement, an operating segment is a component of an enterprise:
a. that engages in business activities from which it may earn revenues and incur expenses; 

b. whose operating results are regularly reviewed by the enterprise’s chief operating decision maker to make decisions about resources to be allocated to the segment and assess its performance, and 

c. for which discrete financial information is available. 

SFAS 131 definition of an operating segment is likely to reduce comparability of segment information between similar companies within the same industry because the chief operating decision maker of those companies may use different measures of financial information to make operating decisions.
Under SFAS 131 therefore an operating segment may be identified similar to those determined under IAS/AS, or it may be different, based on how an enterprise reports internally.  To clarify the above point, lets consider an example of an organisation that manufactures and sells both traditional products (such as switchgear, motors, generators, etc) and high technology telecom products.  The traditional products and the high technology telecom products are reported, evaluated and assessed as one segment by the chief operating decision maker though they are subject to different risks and return. Under SFAS 131 the two segments would be treated as one segment.  Under IAS/AS the organisation structure and internal reporting normally provides evidence relating to identification of segments, however this evidence has to be challenged because the traditional products and the telecom products are subject to different risks and returns.  Therefore for IAS/AS purposes the traditional and telecom products may be treated as two different segments.
	Similar to IFRS

	A business segment or geographical segment is a reportable segment when:
a. it derives the majority of its revenue from sales to external customers; 

b. its internal and external revenue exceeds 10% of total revenue; 

c. its segment result – as an absolute percentage – exceeds 10% of greater of (1) the combined results of all profitable segments or (2) the combined results of all segments in loss; 

d. its assets are in excess of 10% of the total assets of all segments. 

If reported segments are below 75% of total, additional segments are reported till 75% threshold is reached.  Additional operating segments may be considered reportable and separately disclosed where management believes that disclosure would be useful.
	Separate information should be reported for an operating segment meeting any of the following quantitative criteria;
a. reportable revenue (internal and external) is 10% or more of total revenue (internal and external); 

b. absolute net profit is 10% or more, in absolute amount, of (1) total profit of all segments that did not report a loss, or (2) total loss of all segments that did report a loss; or 

c. assets are 10% or more of total assets. 

External revenues and long-lived assets should be reported for geographical segments, representing (1) the entity's country of domicile and (2) all foreign countries in total.  However, if amounts attributed to an individual foreign country are material (generally 10% or more of the entity's revenues), those amounts should be reported separately.
If reported segments are below 75% of total, additional segments are reported till 75% threshold is reached.  Additional operating segments may be considered reportable and separately disclosed where management believes that disclosure would be useful.
	Similar to IFRS.  As per IAS-14, a segment identified as a reportable segment in the immediately preceding period because it satisfied the relevant 10% criteria should continue to be a reportable segment for the current period notwithstanding that its revenue, result and assets all no longer exceed the 10% criteria, if the management of the enterprise judges the segment to be of continuing significance.  The Indian standard is stricter in this regard as the option to management to make an exception of the above provision based on its judgement on continuing significance of the segment is not available. 
If reported segments are below 75% of total, additional segments are reported till 75% threshold is reached.  Additional operating segments may be considered reportable and separately disclosed where management believes that disclosure would be useful.

	Internal segments which meet the IAS 14 definition of a business or geographical segment should not be further segmented.  Where the segments for internal reporting do not meet the IAS 14 definitions of a business or geographical segment, the entity should look to the next lower level of internal segmentation and determine whether those segments meet the definitions.  Two or more internally reported segments that are substantially similar in all of the factors in the appropriate definition of a business or geographical segment may be combined for external reporting when they also exhibit similar long term financial performance.
	Operating segments that do not meet the quantitative criteria above may be combined with information about other operating segments that do not meet the quantitative thresholds to produce a reportable segment only if the operating segments have similar economic characteristics and share a majority of the aggregation criteria.
	Similar to IFRS

	No upper limit for number of segments to be disclosed
	Although no precise limit is defined, a practical limit of 10 has been suggested
	Similar to IFRS

	Disclosures

	The entity should disclose the following information for each reportable segment based on its primary reporting format: segment revenue from external customers, segment revenue from other segments, segment results, segment assets, segment liabilities, investments in assets that are expected to be used in more than one period; depreciation and amortization and significant non-cash expenses.
The entity should disclose following for secondary segment : revenue from external customer, total carrying amount of segment asset and the total cost incurred during the period to acquire segment assets that are expected to be used during more than one period.
 
	A measure of profit and loss and total assets are identified for each reportable segment. Where the specified amounts are (1) included in the measure of segment profit or loss reviewed by the chief decision maker, or (2) otherwise regularly provided to the chief decision maker, the following information is required: segment revenue from external customer, interest income and expense should be separately identified unless performance is assessed primarily on net interest revenue; depreciation, depletion and amortisation expense; unusual or infrequent items; share of the net income of equity method investees; income tax expense or benefit; extraordinary items; and significant non-cash items other than depreciation, depletion and amortisation expense. The following information should be disclosed for each reportable operating segment identified if the specified amounts are (1) included in the determination of segment assets reviewed by the chief decision maker, or (2) otherwise regularly provided to the chief decision maker: the amount of investment in equity method investees; and total expenditures for additions to long-lived assets. 
External revenues and long-lived assets should be reported for geographical segments, representing (1) the entity's country of domicile and (2) all foreign countries in total.  However, if amounts attributed to an individual foreign country are material (generally 10% or more of the entity's revenues), those amounts should be reported separately. In addition, geographical information may be reported for groups of countries
	Similar to IFRS

	Disclosure of Major customers is not required.  However, entities are encouraged to disclose the nature and amount of any items of segment revenue/expense that are of such size, nature or incidence that their disclosure is relevant to explain the performance of each reportable segment for the period.
	If revenues from transactions with a single external customer (or group of customers under common control) amount to 10% or more of an entity’s revenues, that fact and the total amount of revenues from each such customer should be disclosed and the segment/s reporting the revenues should be identified.  There is no requirement to disclose the identity of a major customer or the amount of revenues that each segment reports from that customer.
	Similar to IFRS

	Under IAS for changes in segment accounting policies, prior period segment information is required to be restated, unless impracticable to do so (benchmark treatment).  When retroactive restatement is impracticable, the current period income statement is debited/credited (alternative treatment).  
	Similar to IFRS
	Under Indian standards, for change in segment accounting policies disclosure of the impact arising out of the change is required to be made as is the case for changes in accounting policies relating to the enterprise as a whole.  Prior period figures are not restated; ie no retroactive restatement is required. 

	Reconciliation

	Reconciliation of total segment revenue, total segment measures of profit or loss, total segment assets, total segment liabilities and any other significant segment totals to the corresponding totals of the entity is required
	Similar to IFRS except for liabilities
	Similar to IFRS

	Accounting policies

	Segment information should be prepared in conformity with the accounting policies adopted for preparing and presenting the financial statements of the enterprise as a whole.  
	SFAS 131 does not prescribe the accounting policies to be used and, thus, permits alternative bases of accounting for segments, as long as the basis used for reporting segment information is the same basis the chief operating decision maker uses for purposes of making decisions about allocating resources to the segment and assessing its performance.  The accounting policies used for segment disclosures may in some cases not even conform to US GAAP. It requires any such measurement differences to be explained, and also requires segment information to be reconciled to the totals shown in the consolidated accounts.  Thus reported segment results could differ significantly between US GAAP on the one hand and IAS/Indian GAAP on the other.
	Segment information should be prepared in conformity with the accounting policies adopted for preparing and presenting the financial statements of the enterprise as a whole.  

	Symmetry of allocation of assets/liabilities, revenues/expenses

	Symmetry required
	Symmetry not required, but asymmetrical allocations are disclosed
	Similar to IFRS

	Vertical segments

	By limiting reportable segments to those that earn a majority of their revenue from sales to external customers, IAS 14 does not require that the different stages of vertically integrated operations be identified as separate business segments.  However, in some industries, current practice is to report certain vertically integrated activities as separate business segments even if they do not generate significant external sales revenue.  For instance, many international oil companies report their upstream activities (exploration and production) and their downstream activities (refining and marketing) as separate business segments even if most or all of the upstream product (crude petroleum) is transferred internally to the enterprise’s refining operation.  Similarly in the case of electricity companies, the vertical segments that are disclosed are generation/production, transmission, and distribution.  For textile companies, it may be spinning, weaving, dyeing, etc
 

IAS 14 encourages, but does not require, the voluntary reporting of vertically integrated activities as separate segments. Under IAS 14, if an enterprise’s internal reporting system treats vertically integrated activities as separate segments and the enterprise does not choose to report them externally as business segments, the selling segment should be combined into the buying segment(s) in identifying externally reportable business segments unless there is no reasonable basis for doing so, in which case the selling segment would be included as an unallocated reconciling item. 
	Depends on management’s identification process.
	Under AS 17, the reporting threshold for a segment amongst other factors is based on revenue, which includes both internal and external revenue.  The exemption from disclosing vertical segments under IAS 14 has been deliberately omitted under AS 17.  Therefore under AS 17 vertical segments are required to be disclosed.  

	Property, plant and equipment

	Definition

	Property, plant and equipment are defined as tangible assets that (1) are held by the entity for use in the production or supply of goods or services, for rental to others, or for administrative purposes and (2) are expected to be used during more than one period.
	Similar to IFRS
	Fixed asset is an asset held with the intention of being used for the purpose of producing or providing goods or services and is not held for sale in the normal course of business.  PPE is generally referred to as fixed assets.

	Cost of PPE

	Cost is the amount of cash or cash equivalents paid or the fair value of other consideration given to acquire an asset at the time of its acquisition or construction or, where applicable, the amount attributed to that asset when initially recognised in accordance with the specific requirements of other IFRSs. The costs include 
a. the purchase price (less any discounts and rebates), import duties, non-refundable taxes and any directly attributable costs of bringing the asset to its working condition; 
b. the initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located, the obligation for which an entity incurs either when the item is acquired or as a consequence of having used the item during a particular period for purposes other than to produce inventories during that period. 

c. borrowing costs in the period of getting the asset ready for its intended use may be capitalised in accordance with the requirements of IAS 23 Borrowing Costs
  

d. general and administrative overheads and start-up costs other than those necessary to bring the asset to its working condition may not be capitalised; and 

e. where government grants have been received in connection with the acquisition of property, plant and equipment, the carrying amount may be reduced by the amount of the grant in accordance with the requirements of IAS 20 Accounting for Government Grants and Disclosure of Government Assistance 
	Similar to IFRS except that capitalization of borrowing costs is mandatory under US GAAP if the amount involved is material and the appropriate recognition criteria’s are fulfilled.  Under IFRS capitalization of borrowing cost is an allowed alternative treatment.  However, a recent amendment is likely to make capitalization mandatory.  Under US GAAP hedge gains/losses on qualifying cash flow hedges are not included in cost.
	Similar to IFRS except that capitalization of borrowing costs is mandatory if the appropriate recognition criteria’s are fulfilled. Also, no general guidance is given for capitalization of dismantling and site restoration cost. However, ICAI’s guidance note on oil and gas activities states that enterprise should capitalize the dismantling and site restoration cost. 
 

IAS 16 expressly provides that cost of abnormal amounts of wasted materials, labour or other resources incurred in the production of a self-constructed asset is not included in the cost of the asset and is recognised immediately as an expense.  By contrast, under AS 10 if the interval between the date a project is ready to commence commercial production and the date at which commercial production actually begins is prolonged, all expenses (other than borrowing costs) incurred during this period are charged to the profit and loss statement. However, the expenditure incurred during this period is also sometimes treated as deferred revenue expenditure to be amortised over a period not exceeding 3 to 5 years after the commencement of commercial production.
 

	Component Accounting

	Highly emphasized
	Not emphasized
	Not emphasized

	Subsequent cost

	Subsequent routine maintenance expenditure is expensed as incurred. Replacement of parts can be capitalized when the recognition criteria are met. At the same time the carrying amount of the replaced part has to be de-capitalised regardless of whether the replaced part had been depreciated separately. The cost of a major inspection or overhaul occurring at regular intervals is capitalised where the recognition criteria are satisfied.
	Costs are capitalised to the extent that they represent additions or replacements. For example, in some specific industries such as airlines, overhaul costs on aircraft would be capitalised to the extent that the costs represented a replacement of existing components. At the time of overhaul, the net book value of any replaced component would be expensed.
	Subsequent routine and non-routine maintenance expenditure is expensed. 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 decapitalising the carrying amount of the replaced part under AS 10.

	Revaluation of PPE

	If an asset's carrying amount is increased as a result of a revaluation, the increase shall be credited directly to equity under the heading of revaluation surplus.  However, the increase shall be recognised in profit or loss to the extent that it reverses a revaluation decrease of the same asset previously recognised in profit or loss. If an asset's carrying amount is decreased as a result of a revaluation, the decrease shall be recognised in profit or loss.  However, the decrease shall be debited directly to equity under the heading of revaluation surplus to the extent of any credit balance existing in the revaluation surplus in respect of that asset.
	Revaluation Prohibited.
	Similar to IFRS

	Depreciation on revalued portion cannot be recouped out of revaluation reserve
	Not applicable as revaluation prohibited.
	Depreciation on revalued portion can be recouped out of revaluation reserve

	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.
	Not applicable as revaluation prohibited.
	Similar to IFRS.

	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.
	Not applicable as revaluation prohibited.
	No such requirement to perform revaluation at regular intervals.

	The fair value of building is normally the market value, which is normally determined by appraisal under taken by experts.  The fair value of plant and equipment, is their market value determined by appraisal.  When there is no evidence of market value because of the specialized nature of the plant and equipment and because these items are rarely sold, except as a part of a continuing business, they are valued at their depreciated replacement cost.
	Not applicable as revaluation prohibited.
	A common method of restating fixed assets is by appraisal, normally undertaken by competent valuers.  Other methods allowed under AS 10 are indexation and reference to current prices which when applied are cross checked periodically by appraisal method.  

	Depreciation

	An item of property, plant and equipment should be depreciated over its estimated useful life, and the depreciation charge must be recognised as an expense unless it has to be included in the carrying amount of another asset.  A depreciation charge must be recognised even when the value of the asset exceeds its carrying amount.   There is significant emphasis on separate accounting and depreciation of components of fixed assets.
	Similar to IFRS.
	The depreciable amount of each asset should be allocated on a systematic basis over its useful life. In some cases, each significant part of a fixed asset is considered separately and depreciated separately, for e.g. aircraft engine. All companies needs to ensure that minimum depreciation is provided as per rates prescribed in schedule XIV of the Companies Act, 1956.  Further top up depreciation should be charged to comply with AS-6 requirements.

	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. 
	The appropriateness of depreciation methods and periods used should be assessed at each reporting date.
	Estimate of residual value, once determined is not reviewed.  

	A variety of depreciation methods can be used to allocate the depreciable amount of an asset on a systematic basis over its useful life.  These methods include the straight-line method, the diminishing balance method and the units of production method. 
	No specific method prescribed.
	Permitted method of depreciation is SLM and WDV.

	Periodic review of depreciation method required.
	The appropriateness of periodic review should be assessed at each reporting date. 
	Periodic review of depreciation method not required.

	Change in depreciation method is treated as change in accounting estimate and accounted for prospectively
	Similar to IFRS
	Change in depreciation method is treated as change in accounting policy.  AS 6 requires retrospective recomputation of depreciation and any excess/deficit on such recomputation is required to be adjusted in the period in which the change is effected.

	Spare parts

	Minor spare parts are accounted as inventory and charged to P&L on consumption.  Major spare parts, stand-by equipments and spare parts that can be used only in connection with a PPE, qualify as PPE.
	No guidance in US GAAP
	Similar to IFRS

	Decommissioning and Restoration

	To the extent it relates to the fixed asset, the changes are added/deducted (after discounting) from the asset.  However, the amount deducted is restricted to the carrying value of the relevant asset.  The unwinding of discount, is taken to the profit and loss account as a finance charge.
	Similar to IFRS
	No guidance under Indian GAAP.  Discounting is prohibited under Indian GAAP.  The Guidance Note on Oil and Gas Accounting contains more specific provision relating to such costs, to the extent it relates to oil and gas.

	Leases

	Classification of Lease

	Lease should be classified as finance lease :
· the lease transfers ownership to the lessee by the end of the lease term; 

· the lessee has a bargain purchase option, i.e. the exercise price of the purchase option is sufficiently lower than the fair value at the exercise date to make exercise reasonably certain; 

· the lease term is for a significant part of the assets economic life; 

· the present value of the minimum lease payments is substantially equal to the fair value of the leased asset; 

· the leased assets can be used only by the lessee without major modifications being made. 

Additional indications of the existence of a finance lease include conditions that call for the lessee to:
· compensate the lessor’s losses as a result of the cancellation of the lease; 

· absorb the gains or losses from fluctuation in the residual value of the asset; or 

· extend the lease for a secondary period at below-market prices. 
	A lessee should capitalise a lease if any one of the following criteria is met:
it transfers ownership to the lessee by the end of the lease term;
there is a bargain purchase option;
the lease term is for 75% or more of the leased asset's estimated economic life; or
the present value of the minimum lease payments, discounted at the lessee's incremental borrowing rate (or, if known, the implicit rate in the lease if that is lower) is greater than or equal to 90% of the fair value of the asset to the lessor at the inception of the lease less any investment tax credit retained by the lessor.  Fair value is the price for which the property could be sold in an arm's-length transaction between unrelated parties.
 
	Similar to IFRS. 
Finance leases referred to as capital leases under US GAAP are based on four specific tests.  The classification under AS/IAS is based on substantial transfer of risks and rewards of ownership. The AS 19/IAS 17 approach differs from that adopted by the corresponding US standard, SFAS 13, in that more subjective criteria are established by AS/IAS.  In the US standard, a threshold of 75% or more of the useful life has been specified for classifying a lease as a finance lease, which thus creates a “bright line” test to be applied mechanically.  The corresponding language under AS19/IAS 17 stipulates that capitalisation results when the lease covers a “major part of the economic life” of the asset.  Further a threshold of “the present value of the minimum lease payments equaling at least 90% of leased asset fair value” is set under the US standard, rather than the “substantially all of the fair value of the leased asset” employed under AS/IAS.
The definition of residual value is not included in IAS 17.  AS 19 defines residual value.  IAS 17 does not prohibit upward revision in value of un-guaranteed residual value during the lease term.  AS 19 permits only downward revision.
IAS 17 specifically excludes lease accounting for investment property and biological assets.  There is no such exclusion under AS 19.

	IAS 17 alludes the ‘differing circumstances’ sometimes leading to the same lease being classified differently by the lessor and lessee.  The standard does not, unfortunately, expand on this matter, but once again it is possible to be informed by reference to US GAAP, which clearly sets forth the circumstances or factors which if not satisfied from the standpoint of the lessor would lead to different classifications by the lessor and the lessee.  
	SFAS 13 stipulates that the following two conditions both need to be satisfied in addition to meeting any one of the criteria established for capitalisation determination by the lessee, before a lease could be classified as a finance lease from the standpoint of a lessor:  (a) collectibility of the minimum lease payments is reasonably predictable  (b)  No important uncertainties surround the amount of nonreimbursable costs yet to be incurred by the lessor under the lease.  Under US GAAP, therefore, if a lease transaction does not meet the criteria for classification as a sales-type lease, a direct financing lease, or a leveraged lease (by satisfying both of the above noted extra criteria), it is to be classified in the financial statements of the lessor as an operating lease.  If the lessee has accounted for the lease as a capital lease, the asset being leased may appear on the balance sheet of both lessee and lessor.
	Same as IFRS

	Lessee’s incremental borrowing rate

	Under IAS, for purposes of capitalisation of the lease in the lessees books, the interest rate used to compute the present value should be the lessee’s incremental borrowing rate unless it is practicable to determine the rate implicit in the lease, in which case that rate should be used.  
	It is interesting to note that under US GAAP, in order to use the rate implicit in the lease to discount the minimum lease payments, this rate must be lower than the lessee’s incremental borrowing rate.  Logically, of course, if the lessee’s incremental borrowing rate were lower than a rate offered implicitly in a lease, and the prospective lessee was aware of this fact, it would be more attractive to borrow and purchase, so the US rule may be somewhat superfluous.  The IAS does not set this as a condition, however.
	Similar to IFRS

	Recognition of investment in the lease

	Minimum lease payments for a lessor include residual value guarantees from the lessee or a party related to the lessee or a third party unrelated to the lessor.
	Excludes third party residual value guarantees that provide residual value guarantees on a portfolio basis.
	Similar to IFRS.  
 

IAS 17 prescribes initial direct costs incurred by the 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 and does not mandate any accounting policy related disclosure.  AS 19 requires initial direct cost incurred by lessor to be either charged off at the time of incurrence or to be amortised over the lease period and requires disclosure for accounting policy relating thereto in the financial statements of the lessor.

	The gross earnings are allocated between capital recovery and finance income to provide a constant rate of return.  This excludes the effect of cash flows arising from taxes and financing relating to a lease transaction.
	The gross earnings are allocated between capital recovery and finance income to provide a constant rate of return.  This includes the effect of cash flows arising from taxes in the case of leveraged leases.
	Similar to IFRS

	Sale and Leaseback

	On sale and leaseback which results in a finance lease, no profit on sale is recognized.  On sale and leaseback which results in an operating lease, profit is recognized based on fair valuation.
	The rules are more prescriptive. Under US GAAP, the provisions relating to sale and lease back are different.  If the lease meets one of the criteria of capital lease, the seller lessee shall account it as a capital lease, otherwise as an operating lease.  Any profit or loss on the sale shall be deferred and amortised in proportion to the amortisation of the leased asset, if a capital lease, or in  proportion to the related gross rental charged to expense over the lease term, if an operating lease, unless:
a. The seller lessee relinquishes the right to substantially all of the remaining use of the asset sold (only minor portion (10%) retained), in which case the sale and lease back shall be accounted as separate transactions based on their respective terms.  However, where lease rentals are unreasonable under market conditions at the inception of the lease, an appropriate amount shall be deferred or accrued, by adjusting the profit or loss on the sale and amortised as stated above to adjust those rentals to a reasonable amount. 

b. The seller lessee retains more than a minor (10%) but less than substantially all of the use of the asset through the leaseback and realises a profit on sale in excess of (1) the present value of the minimum lease payments over the lease term, if the lease back is classified as an operating lease, or (2) the recorded amount of the leased asset, if the lease back is classified as a capital lease.  In that case, the profit on sale in excess of either the present value of the minimum lease payments or the recorded amount of the leased asset, whichever is appropriate, shall be recognised at the date of the sale. 

c. The fair value of the property at the time of the transaction is less than its undepreciated cost, in which case a loss shall be recognised immediately up to the amount of the difference between undepreciated cost and fair value. 
	Similar to IFRS. On sale and leaseback which results in a finance lease, IAS 17 requires excess of sale proceeds over the carrying amount to be deferred and amortised over the lease term.  AS 19 requires excess/deficiency both to be deferred and amortised over the lease term in proportion to the depreciation of the leased asset.

	Incentive on Operating Leases received by Lessee

	Recognised over the term of the lease
	Similar to IFRS
	No guidance

	Other differences

	See Indian GAAP
	See Indian GAAP
	· Under IAS 17, in composite leases, land and building are considered separately.  Land is normally an operating lease (if there is no transfer of ownership) and buildings are treated as operating or finance lease as the case may be.  AS 19 excludes land arrangements (and therefore composite leases).  However, it would be appropriate to follow the practice under IAS 17. 

· IAS 17 does not require any separate disclosure for assets acquired under finance lease segregated from assets owned.  Schedule VI requires that distinction. 

· IAS 17 requires assets given on operating leases to be presented in the balance sheet according to the nature of the asset.  AS 19 requires assets given on operating lease to be presented in the balance sheet under fixed assets. 

	Revenue

	Definition

	Revenue is the gross inflow of economic benefits during the period arising in the course of the ordinary activities of an enterprise when those inflows result in increases in equity, other than increases relating to contributions from equity participants.
	Revenue represents actual or expected cash inflows (or the equivalent) that have occurred or will result from the entity’s ongoing major operations and revenue is not recognized until it is both realized or realizable and earned.  Though both IFRS and US GAAP follow the critical event theory based on the earnings process and the realization principle, the differences lie in the excessively detailed rules in US GAAP.
	Revenue is the gross inflow of cash, receivables or other consideration arising in the course of the ordinary activities of an enterprise from the sale of goods, from the rendering of services, and from the use by others of enterprise resources yielding interest, royalties and dividends.
 

ICAI has issued a recent clarification which prohibits recognition of inter-division sales.  As regards excise duty, the same is reduced from turnover.  Sales-tax currently can be included or excluded in turnover.  As per a recent Guidance note on VAT issued by ICAI, it is recommended that sales should be disclosed net of VAT.

	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 to be done.
	Similar to IFRS except that discounting is required in limited cases.
	Similar to IFRS except that discounting is not required.  In case of instalment sales, discounting would be required (see annexure to AS-9).

	Recognition criteria for sale of goods

	Revenue from the sale of goods should be recognised when all the following conditions have been satisfied:
· the enterprise has transferred to the buyer the significant risks and rewards of ownership of the goods; 

· the enterprise retains neither continuing managerial involvement to the degree usually associated with ownership nor effective control over the goods sold; 

· the amount of revenue can be measured reliably; 

· it is probable that the economic benefits associated with the transaction will flow to the enterprise; and 

· the costs incurred or to be incurred in respect of the transaction can be measured reliably. 
	The SEC Staff believe that for revenue to have been realised or realisable and earned, all of the following criteria must be met (SAB 104):
· persuasive evidence of an arrangement exists; 

· delivery has occurred or services have been rendered; 

· the seller's price to the buyer is fixed or determinable; and 

· collectability is reasonably assured. 

In most instances, SAB 104 requires delivery to have occurred to validate that sufficient evidence exists that the risks and rewards of ownership have passed.  IAS 18 accepts that delivery is not always necessary for recognizing revenue – for eg bill and hold sales.  This is not acceptable under SAB 104.
	Broadly based on IFRS, though IFRS criteria’s are more elaborate and detailed.

	Revenue Recognition – services rendered

	When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue associated with the transaction should be recognised by reference to the stage of completion of the transaction at the balance sheet date. In other words only proportionate completion method is recognized here. The outcome of a transaction can be estimated reliably when all the following conditions are satisfied:
· the amount of revenue can be measured reliably; 

· it is probable that the economic benefits associated with the transaction will flow to the enterprise; 

· the stage of completion of the transaction at the balance sheet date can be measured reliably; and 

· the costs incurred for the transaction and the costs to complete the transaction can be measured reliably. 

When the outcome cannot be estimated reliably, the surrogate of completed contract method is applied.  As per this method, revenue equal to cost is recognized.  If loss is anticipated on the contract the entire loss is recognized upfront.
	Same as above. However, revenue from long-term contracts are required to be accounted based on percentage-completion method.
	Similar to IFRS except that AS 9 permits both completed contract method or proportionate completion method to be used in measurement of performance while recognizing revenue from rendering of services.

	Interest, Royalties and dividend

	Revenue arising from the use by others of enterprise assets yielding interest, royalties and dividends should be recognised if :
· it is probable that the economic benefits associated with the transaction will flow to the enterprise; and 

· the amount of the revenue can be measured reliably.
Revenue shall be recognised on the following bases: 

· interest shall be recognised using the effective interest method 

· royalties shall be recognised on an accrual basis in accordance with the substance of the relevant agreement; and 

· dividends shall be recognised when the shareholder's right to receive payment is established. 
	Similar to IFRS except that interest is recognised based on time-proportion basis based on rates applicable.
	Similar to IFRS except that interest is recognised based on time-proportion basis based on rates applicable.

	Specific revenue recognition issues

	Software revenue recognition

	No specific guidance given in IFRS
	SOP 97-2 Software Revenue Recognition (as amended) provides authoritative guidance on software revenue recognition applying a revenue recognition model based on the relative fair values of the various components of a software arrangement.  The SOP requires software vendors to establish the fair value (based upon their own objective evidence) of each element in a software arrangement in order to recognise revenue as each element is delivered.  Further, in order to recognise revenue for each element as delivered, the SOP 97-2 requires that stringent requirements for 'vendor-specific objective evidence' must be met for each element's fair value, and no remaining undelivered elements should be essential to the functionality of the delivered elements.  If VSOE of fair value does not exist for all elements but does exist for all of the undelivered elements, the residual method of allocating the arrangement consideration can be used.  If these requirements are not met, then all revenue generally would be deferred until all elements have been delivered or until VSOE of the fair value exists for the undelivered element.
	No specific guidance other than in respect of Dot-com companies.

	Accounting for multiple-element contracts

	No detailed guidance for multiple-element revenue recognition arrangements exits. The recognition criteria are usually applied separately to each transaction. However, they are applied to two or more transactions together when they are linked in such a way that the whole commercial effect cannot be understood without reference to the series of transactions as a whole.
	Multiple deliverables within a revenue arrangement should be divided into separate units of accounting if certain criteria are met at the inception of the arrangement and as each item is delivered.  When the separation criteria are met and the amount of the total arrangement consideration is fixed or determinable, the arrangement consideration should be allocated among the separate units of accounting.  EITF 00-21 specifies that allocations should be based on (1) the relative fair values of each element or (2) the residual method when the fair values are known only for all of the undelivered elements.  The best evidence of fair value is the price of a delivered item when it is regularly sold on a standalone basis, and is often termed ‘vendor specific objective evidence’.
Software arrangements may provide licenses for multiple software products or for multiple software products and services (multiple elements), e.g. additional software products, upgrades/enhancements, rights to exchange or return software, post-contract customer support, or services, including elements deliverable only on a when-and-if-available basis.  If contract accounting does not apply, revenue recognition should be based on an allocation of the total fee to the individual elements based on vendor-specific evidence of fair value for each of the elements.  If sufficient vendor-specific evidence of fair value does not exist for each element, revenue from the arrangement should be deferred until sufficient evidence is available, or until all elements have been delivered.
	No specific guidance other than an EAC opinion (in the context of cargo handling) which requires revenue to be recognized by attributing the fair value to individual components.

	Barter transactions

	When goods or services are exchanged or swapped for goods or services that are of a similar nature and value, the exchange is not regarded as a transaction which generates revenue.  Revenue on exchanges of dissimilar goods or services is measured at the fair value of the goods or services received, adjusted by the amount of any cash or cash equivalents transferred.  If the fair value of the goods or services received cannot be measured reliably, the revenue is measured at the fair value of the goods or services given up, adjusted by the amount of any cash or cash equivalents transferred
	Accounting for an exchange of non-monetary assets should be based on the fair values of the assets involved.  Thus, a non-monetary asset received in exchange for another non-monetary asset ordinarily is recorded at its fair value or at the fair value of the asset given up, whichever is more clearly evident, and a gain or loss is recognised if the fair value recorded for the asset received differs from the book value of the asset given up.  There are certain exceptions to this general rule in order to accommodate problems of measurement and questions about the conditions for recognising revenue.
	No specific guidance other than in the Guidance Note on “Accounting for Dot-com Companies”.  It deals with advertising barter transactions.  Revenue from barter transactions should be recognized only when the fair values of similar transactions are readily determinable from the entity’s history.

	Detailed Guidance

	IFRS provides more detailed guidance in respect of real estate sales, financial service fees, franchise fees, licence fees, etc
	Similar to IFRS.  There are too many pronouncements scattered across various US GAAP pronouncements.
	Detailed guidance not available

	Employee Benefits 

	Accounting for defined benefit plans

	Discount rate to be used for determining 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 assumed discount rate used to calculate the actuarial present value of benefits should reflect the rates at which the pension benefits could effectively be settled.  In estimating this rate, it is acceptable to consider rates implicit in annuity contracts that could be used to settle the benefit obligation or returns on long dated gilts. 
	Discount rate to be used for determining defined benefit obligation is by reference to market yields at the balance sheet date on government bonds of a currency and term consistent with the currency and term of the post-employment benefit obligations.

	The expected return on plan assets is based on market expectations at the beginning of the period for returns over the entire life of the related obligation.  The difference between the expected return and actual return on plan assets is an actuarial gain or loss.
 
	Expected return on plan assets is based on market conditions and nature of the assets. Includes changes in plan assets due to contribution and benefit payments. The rate is applied to the market-related value of the plan assets, which is either the fair value or a calculated value (which incorporates asset-related gain and losses over a period of no more than 5 years).  The difference between the expected return and actual return on plan assets is an actuarial gain or loss.
	Similar to IFRS

	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 the P&L 
· all actuarial gains and losses can be recognized immediately in SORIE 

· actuarial gains and losses below the 10% corridor need not be recognized and above the 10% corridor can be deferred over the remaining service period of employees or on accelerated basis.  
· any policy applied should be applied consistently and the same policy should be applied for actuarial gains and losses 
	Similar to IFRS, except: 
· if all or almost all plan participants are retired, actuarial gains and losses are amortised over the remaining life expectancy of the plan participants.
· actuarial gains and losses cannot be recognized in SORIE; however with the adoption of FAS 158, the unamortized actuarial gains/losses will be recognized in other comprehensive income. 
	Actuarial gain or loss should be recognized immediately in P&L A/c.

	Past service cost

	Recognise 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 recognise past service cost immediately.
	Prior service cost should be recognised during the future service periods of those employees active at the date of the amendment who are expected to receive benefits under the plan.  A plan amendment can reduce, rather than increase, the projected benefit obligation.  Such a reduction shall be used to reduce any existing unrecognized prior service cost, and the excess, if any, shall be amortized on the same basis as the cost of benefit increases.
 

If all or almost all plan participants are inactive, past service cost is amortised over the remaining life expectancy of the plan participants.
	Similar to IFRS.

	Asset ceiling

	Asset limited to the lower of: a) the asset resulting from applying the standard, and b) the net total of any unrecognised actuarial losses and past service cost and the present value of any available refunds from the plan or reduction in future contributions to the plan.
	No limitation on recognition of an asset
	Asset limited to the lower of: a) the asset resulting from applying the standard, and b)the present value of any economic benefits available in the form of refunds from the plan or reductions in future contributions to the plan.

	No requirement for additional minimum liability
	Additional minimum liability is required when the accumulated benefit obligation exceeds the fair value of the plan assets and the amount of the accrued liability.
	Not applicable since all actuarial gains and losses are recognized immediately.

	Multi-employer plan

	Multi-employer plan that are of a defined benefit nature are accounted for as defined benefit plan unless information is not available.  If there is a contractual agreement between the plan managers and the participants, and the plan is defined contribution, the asset/liability and income and expense are recognized as per the contract.
	Multi-employer plans are accounted as defined contribution.
	Similar to IFRS.

	Plan with participating entities under common control is not a multi-employer plan.  If there is a contractual agreement between the subsidiary and the parent, the subsidiary accounts for the costs on that basis; otherwise the contribution payable for the period is recognized as an expense, except for the sponsoring employer, who must apply defined benefit rules for the entire group plan.
	Multi-employer plans are accounted as defined contribution.
	Similar to IFRS

	Curtailment and settlement

	An entity should recognise gains or losses on the curtailment or settlement of a defined benefit plan when the curtailment or settlement occurs.  The gain or loss, which should be determined after remeasurement of the obligation using current actuarial assumptions, should comprise any resulting change in the present value of the defined benefit obligation; any resulting change in the fair value of the plan assets; any related actuarial gains and losses and past service cost that had not previously been recognised.
 
	If a settlement occurs thereby relieving the employer of primary responsibility for a pension obligation, a gain or loss should be recognised in the income statement when the pension obligation is settled, unless the cost of the settlement is not material.  The maximum gain or loss subject to recognition is the unrecognised net experience gain or loss plus any remaining unrecognised transitional surplus.  If only part of the projected benefit obligation is settled, the employer would recognise in earnings an equivalent pro rata portion of the maximum amount.
Curtailment gains or losses should be aggregated with the unrecognised prior service costs (including the appropriate portion of an unrecognised transition obligation) associated with years of service no longer expected to be rendered as a result of the curtailment.  If the aggregate amount is a net loss, it should be recognised in earnings when it is probable that a curtailment will occur and the effects can be reasonably estimated.  If the sum is a net gain, recognition is deferred until the related employees terminate or the plan suspension or amendment is adopted.  The recognition of surpluses or deficiencies on account of curtailments is independent of the effect on funding.
	Similar to IFRS

	Other Long-term employee benefit

	The entity should recognise a liability for other long-term employee benefits equal to (1) the present value of the defined benefit obligation at the balance sheet date minus (2) the fair value at the balance sheet date of plan assets out of which the obligations are to be settled directly.  In measuring the liability the entity should apply the guidance in IAS 19 on post-employment benefits.
	Companies should accrue a liability for long-term employee benefits if all of the following criteria are met:
· the employees' rights to receive the benefits are attributable to services already rendered; 

· the employees' rights either vest or accumulate; 

· payment of the benefits is probable; and 

· the expected cost of providing the benefits can be reasonably estimated. 

When all of these criteria are met, the cost of providing post-employment benefits should be recognised over the employees' service period, which generally begins when an employee joins the company and ends on the expected date of the event giving rise to an obligation.  This approach is referred to as the service period approach.
Post-employment benefits that do not satisfy the criteria for the service period approach are accounted using the event approach, which is accounting when the following conditions are met:
· information available prior to issuance of the financial statements indicates that it is probable that a liability for post-employment benefits has been incurred at the balance sheet date; and 
· the cost of the benefit can be reasonably estimated 
	Similar to IFRS

	Termination benefits


US GAAP distinguishes between four types of termination benefits with three different timing methods for recognition.

	 
Firstly, special termination benefits, generally additional benefits offered for a short period of time to certain employees electing for voluntary termination, which are recognised at the date when the employees accept the offer and the amount can be reasonably estimated.
Second, contractual termination benefits – which are benefits provided to employees when employment is terminated due to a specified event under an existing plan – are recognised at the date when it is probable that employees will be entitled to the benefits and the amount can be reasonably estimated.
Third, one-time termination benefits, which are benefits provided to current employees that are involuntarily terminated under the terms of a one-time benefit arrangement. 
A one-time benefit arrangement is one that is established by a termination plan that applies for a specified termination event or for a specified future period. These one-time benefits are recognised as a liability when the termination plan meets certain criteria and has been communicated to employees (the communication date). If employees are required to render future service in order to receive the one-time benefits, the liability is recognised rateably over the future service period.
Fourth, termination benefits that are paid for normal severances pursuant to an ongoing termination benefit plan.  Costs are recognized for probable and reasonably estimable payments as employee services are rendered, if the benefit accumulates or vests, or when the obligation event occurs.
Termination indemnity plans are considered to be defined benefit plans under US GAAP. Entities may choose whether to calculate the vested benefit obligation (VBO) as the actuarial present value of the vested benefits to which the employee is entitled if the employee separates immediately, or as the actuarial present value of the vested benefits to which the employee is currently entitled, based on the employee’s expected date of separation or retirement.
	Termination benefits are accounted only when employee accepts VRS scheme. Termination benefits are expensed off immediately in the P&L or are considered as deferred revenue expenditure.  AS-15 transitional provision provides an option to defer termination benefits over the pay-back period.  However, the expenditure cannot be carried forward to accounting periods commencing on or after 1st April, 2010.
	

	Government Grants

	Government grants should be recognised only when there is reasonable assurance that (1) the entity will comply with the conditions attached to them and (2) the grants will be received. Recognition of government grants in equity is not permitted.  Instead, the grants should be recognised in income on a systematic basis that matches them with the related costs that they are intended to compensate.  Where a grant relates to expenses or losses already incurred, or for the purpose of giving immediate financial support to the entity with no future related costs, the grant should be recognised in income when it becomes receivable.  Additional disclosures in connection with such income may be required under IAS 18 Revenue. 
A government grant in the form of a transfer of a non-monetary asset, which is intended for use of the entity, is usually recognised at the fair value of that asset.  However, the alternative of recognising such assets at a nominal amount is not prohibited.
Grants that are related to assets should be presented in the balance sheet either by setting up the grant as deferred income; or by deducting the grant in arriving at the carrying amount of the asset, in which case the grant is recognised in income as a reduction of depreciation.
Grants that are related to items in income are to be presented as a credit in the income statement, either separately or as a reduction of the related expense.
 
	There are no pronouncements on how to account for these grants.  The nature of the grant determines the accounting treatment to be adopted.  If the grant is revenue in nature, then it is recognised in the income statement in the period when the qualifying expenditure is expensed.  If the grant is of a capital nature, e.g. relates to capital expenditure, then it is accounted for either as a deferred credit in the balance sheet or set-off against the cost of the asset.  If the grant is for reimbursement of R&D expenses, the grant should be reflected as a reduction in the R&D expense.
 
	Government grants should not be recognised until there is reasonable assurance that (i) the enterprise will comply with the conditions attached to them, and (ii) the grants will be received. Government grants that are receivable as compensation for expenses or losses incurred in a previous accounting period or for the purpose of giving immediate financial support to the enterprise with no further related costs, should be recognised and disclosed in the P&L statement of the period in which they are receivable, as an extraordinary item if appropriate. Government grants related to specific fixed assets should be presented in the balance sheet by showing the grant as a deduction from the gross value of the assets concerned in arriving at their book value. Government grants received in the form of non-monetary assets needs to be recorded at its acquisition cost only as per AS 12 (para 7 of AS 12). Alternatively, government grants related to depreciable fixed assets may be treated as deferred income which should be recognised in the P&L statement on a systematic and rational basis over the useful life of the asset. Government grants related to revenue should be recognised on a systematic basis in the P&L statement over the periods necessary to match them with the related costs which they are intended to compensate. Such grants should either be shown separately under 'other income' or deducted in reporting the related expense. Government grants of the nature of promoters' contribution should be credited to capital reserve and treated as a part of shareholders' funds.

	Disclosures

	IAS 20 requires additional disclosure of unfulfilled conditions and other contingencies attached to government assistance that has been recognized
	Other than disclosure of accounting policy, other disclosures relating to unfulfilled conditions and contingencies would be required
	AS 12 doesn’t require any such additional disclosure.

	Other differences

	See Indian GAAP
	See Indian GAAP
	· In respect of grants related to specific fixed asset becoming refundable, IAS 20 requires retrospective recomputation of depreciation and prescribes charging off the deficit in the period in which such grant becomes refundable.  AS 12 requires enterprise to compute depreciation prospectively as a result of which the revised book value is provided over the residual useful life 

· In case of non-monetary assets acquired at nominal/concessional rate, IAS 20 permits accounting either at fair value or at acquisition cost.  AS 12 requires accounting at acquisition cost. 

	Accounting for exchange differences

	Integral & Non-integral foreign operation

	There is no distinction being made between integral & non-integral foreign operation as per the revised IAS 21.  There is a concept of functional currency (see below).  All enterprises are required to prepare their financial statements in functional currency.  Any exchange gain/loss to record a transaction in its functional currency is recognized in the P&L A/c.  If the financial statements are presented in any other currency other than functional currency, the assets/liabilities are translated at closing rate and income/expenses at an average rate.  The resultant exchange gain/loss is recognized in SOCIE.
	Similar to IFRS; translation difference is taken to other comprehensive income.
	The revised AS 11 distinguishes between integral and non-integral foreign operations and accordingly prescribes separate accounting treatment for integral operations and non-integral one.
 

The financial statements of an integral foreign operation should be translated using the principles and procedures in as if the transactions of the foreign operation had been those of the reporting enterprise itself.
 

In translating the financial statements of a non-integral foreign operation for incorporation in its financial statements, the reporting enterprise should use the following procedures:
· the assets and liabilities, both monetary and non-monetary, of the non-integral foreign operation should be translated at the closing rate 

· income and expense items of the non-integral foreign operation should be translated at exchange rates at the dates of the transactions, and 
· all resulting exchange differences should be accumulated in foreign currency translation reserve until the disposal of the net investment. 

	Concept of Functional Currency

	Functional currency is defined as the currency of the primary economic environment in which the entity operates.  IAS 21 provides factors for determination of functional currency, factors providing evidence of functional currency and additional factors for determining functional currency. As per revised IAS 21, when a reporting entity prepares financial statements, each individual entity included in the reporting entity- whether it is a stand-alone entity, an entity with foreign operations (such as a parent) or a foreign operation (such as a subsidiary or branch) has to determine its functional currency and measure its results and financial position in that currency. 
	Similar to IFRS.  However, US GAAP has no hierarchy of indicators for determining functional currency.  In practice, there is a greater focus on the cash flows rather than the currency that influences the pricing.
	There is no concept of determining the functional currency by the entities involved as per revised AS 11. The reporting entity here has to follow the prescribed methods given for conversion based on integral or non-integral operations of the respective entity.

	Capitalization of exchange differences

	Prohibited, other than those included as borrowing costs.
	Prohibited
	Required by Schedule VI.  For non-corporate entities, prohibited by AS-11.

	Borrowing cost

	Recognition

	Borrowing costs should be recognised as an expense in the period in which they are incurred. The entity has an option to capitalize borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset.  An exposure draft has been issued which when finalized would remove the option and mandatorily require capitalization of borrowing costs.
	Borrowing cost should be recognised as an expense in the period in which they are expensed. However, entity must capitalize borrowing cost  that are directly attributable to the acquisition, construction or production of a qualifying asset 
 

Under FAS 34 interest cost is capitalisable for all assets that require a period of time to get them ready for their intended use.  However, in many cases, the benefit in terms of information about enterprise resources and earnings may not justify the additional accounting and administrative cost involved in providing the information.  The benefit may be less than the cost because the effect of interest capitalisation and its subsequent amortisation or other disposition, compared with the effect of charging it to expense when incurred, would not be material.  In that circumstance, interest capitalisation is not required by FAS 34.
	Borrowing cost should be recognised as an expense in the period in which they are expensed. However, entity must capitalize borrowing cost  that are directly attributable to the acquisition, construction or production of a qualifying asset.

	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.
 
	No specific definition given. The types of assets for which interest should be capitalised are referred to as qualifying assets.  The following examples have been identified:
· assets which are constructed or otherwise produced for an entity's own use (including assets constructed or produced for the entity by others for which deposits or progress payments have been made); 

· assets intended for sale or lease that are constructed or otherwise produced as discrete projects, e.g. ships or real estate developments; 

· investments accounted for by the equity method while the investee has activities in progress necessary to commence its planned principal operations provided that the investee's activities include the use of funds to acquire qualifying assets for its operation. 
	Similar to IFRS.  However, substantial period of time has been defined to generally mean more than 12 months.

	Borrowing cost - meaning

	Borrowing costs are interest and other costs incurred by an enterprise in connection with the borrowing of funds. It includes premium or discount on borrowings, ancillary cost incurred in connection with arrangement of borrowings, finance charge in respect of finance lease and exchange differences arising from foreign currency borrowings to the extent that they are regarded as an adjustment to interest costs. 
	FAS 34 deals with interest cost only. Interest cost includes premium or discount on borrowings as well issue costs.
	Similar to IFRS

	Measurement

	To the extent that funds are borrowed specifically for the purpose of obtaining a qualifying asset, the amount of borrowing costs eligible for capitalisation on that asset should be determined as the actual borrowing costs incurred on that borrowing during the period less any investment income on the temporary investment of those borrowings. To the extent that funds are borrowed generally and used for the purpose of obtaining a qualifying asset, the amount of borrowing costs eligible for capitalisation should be determined by applying a capitalisation rate to the expenditures on that asset.  The capitalisation rate should be the weighted average of the borrowing costs applicable to the borrowings of the enterprise that are outstanding during the period, other than borrowings made specifically for the purpose of obtaining a qualifying asset.  The amount of borrowing costs capitalised during a period should not exceed the amount of borrowing costs incurred during that period.
	The amount of interest cost to be capitalized for qualifying assets is intended to be that portion of the interest cost incurred during the assets' acquisition periods that theoretically could have been avoided if expenditures for the assets had not been made. The amount capitalized in an accounting period shall be determined by applying an interest rate(s) ("the capitalization rate") to the average amount of accumulated expenditures for the asset during the period.  The capitalization rates used in an accounting period shall be based on the rates applicable to borrowings outstanding during the period. If an enterprise's financing plans associate a specific new borrowing with a qualifying asset, the enterprise may use the rate on that borrowing as the capitalization rate to be applied to that portion of the average accumulated  expenditures for the asset that does not exceed the amount of that borrowing.  If average accumulated expenditures for the asset exceed the amounts of specific new borrowings associated with the asset, the capitalization rate to be applied to such excess shall be a weighted average  of the rates applicable to other borrowings of the enterprise. The total amount of interest cost capitalized in an accounting period shall not exceed the total amount of interest cost incurred by the enterprise in that period.
 

The approach is similar to IFRS, except that foreign exchange differences and interest earned on funds borrowed to finance the production of the asset cannot be netted against interest, except for certain governmental or private entities that use tax-exempt borrowings. 
	Similar to IFRS

	Capitalisation rate

	The disclosure requirements of IAS 23 requires the entity to disclose separately the capitalization rate used to determine the amount of borrowing costs.
	No such separate disclosure is required.
	No such separate disclosure is required under AS 16

	Related Party disclosures

	Identification of related parties

	Related Party Disclosures is required for the related party relationships described below:
A party is related to an entity if:
a. directly, or indirectly through one or more intermediaries, the party: 

· controls, is controlled by, or is under common control with, the entity (this includes parents, subsidiaries and fellow subsidiaries); 

· has an interest in the entity that gives it significant influence over the entity; or 

· has joint control over the entity; 

b. the party is an associate of the entity; 
c. the party is a joint venture in which the entity is a venturer; 
d. the party is a member of the key management personnel of the entity or its parent; 

e. the party is a close member of the family of any individual referred to in (a) or (d); 

f. the party is an entity that is controlled, jointly controlled or significantly influenced by, or for which significant voting power in such entity resides with, directly or indirectly, any individual referred to in (d) or (e); or 

g. the party is a post-employment benefit plan for the benefit of employees of the entity, or of any entity that is a related party of the entity. 

 
	If one party controls or can significantly influence the management or operating policies of the other to an extent that one of the transacting parties might be prevented from fully pursuing its own separate interests, those parties are related parties.  Another party also is a related party if it can significantly influence the management or operating policies of the transacting parties or if it has an ownership interest in one of the transacting parties and can significantly influence the other to an extent that one or more of the transacting parties might be prevented from fully pursuing its own separate interests. 
Examples of related party transactions include transactions between:
· a parent company and its subsidiaries; 

· subsidiaries of a common parent; 

· an entity and trusts for the benefit of employees, such as pension and profit-sharing trusts that are managed by or under the trusteeship of the entity's management; 

· an entity and its principal owners (defined as owners of record or known beneficial owners of more than 10% of the voting interests of the entity), management, or members of their immediate families; and 

· affiliates (defined as parties that, directly or indirectly through one or more intermediaries, control, are controlled by, or are under common control with an entity). 

 
	AS 18 applies only to related party relationships described in (a) to (e) below (where control or significant influence exists):
a. enterprises that directly, or indirectly through one or more intermediaries (ASI-19 confines the meaning of ‘intermediaries’ to mean ‘subsidiaries’ as defined under AS 21, CFS), control, or are controlled  by, or are under common control with, the reporting enterprise (this includes holding companies, subsidiaries and fellow subsidiaries); 

b. associates and joint ventures of the reporting enterprise and the investing party or venturer in respect of which the reporting enterprise is an associate or a joint venture; 

c. individuals owning, directly or indirectly, an interest in the voting power of the reporting enterprise that gives them control or significant influence over the enterprise, and relatives of any such individual; 

d. key management personnel (KMP) and relatives of such personnel; and 

e. enterprises over which any person described in (c) or (d) is able to exercise significant influence.  This includes enterprises owned by directors or major shareholders of the reporting enterprise and enterprises that have a member of key management in common with the reporting enterprise. 

Some differences are inevitable given that FAS 57 approach is more example-oriented compared to IFRS/AS  cook book approach.  Some specific differences also exist, for example, FAS 57 does not but IFRS/AS requires disclosure of remuneration to key management personnel (however SEC requires disclosures of remuneration to key management personnel).
 

Both IFRS/AS and FAS 57 include enterprises that are able to exercise significant influence as related parties.  In this category, FAS 57 specifically includes an enterprise’s principal owners, ie, beneficial owners of more than 10% voting power.  In the context of AS, though 20% is the benchmark percentage, equity ownership of less than 20% in some instances may enable the exercising of significant influence, for example, when the balance equity is widely held.  The 20% threshold is therefore a rebuttable presumption and whether or not an individual or enterprise exercises significant influence would depend on facts and circumstances of each case.  
 

Both in AS 18 and IAS 24, reference to substantial interest has been made in similar context.  IAS 24 does not define substantial interest; AS 18 defines it as interest in voting power of 20% or more.
 

IAS 24 defines control as - ownership, directly, or indirectly through subsidiaries, of more than one half of the voting power of an enterprise, or a substantial interest in voting power and the power to direct, by statute or agreement, the financial and operating policies of the management of the enterprise. AS 18 also includes a third criteria of control, which is control of composition of the board of directors or the governing body.  IAS 24 provides that in considering each possible related party relationship, attention is directed to the substance of the relationship, and not merely the legal form.  Though this is not specifically stated under AS 18, it should be implied. For example, Company X sells goods to its subsidiary Company Z, such transactions would be covered by AS 18.  However, Company X may sell goods to Company Y, an unrelated party, which in turn may sell to Company Z.  If this transaction took place in the normal course, they would not be covered by AS 18.  However, if it was done to avoid disclosure then AS 18 would apply, on the principles of substance over form.  These are judgemental issues and would have to be exercised with care.  The underlying objective is to disclose every material feature in the financial statements and provide users with relevant and important information.
 

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’.  The corresponding definition in IAS 24 is ‘financial and operating decisions’.  Therefore it apparently appears that AS 18 definition is more stringent on this count.
 

IAS adopts a more ‘substance over form’ 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 enterprise.  IAS 24 does not mention any specific relations.  AS 18 includes specific relations.
 

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

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

	Types of transaction requiring disclosure 

	A related party transaction is any transfer of resources or obligations between related parties, regardless of whether a price is charged.  All related party transactions necessary for an understanding of the financial statements must be disclosed.
	Requires disclosure of all material transactions with related parties. No disclosure is required in respect of compensation arrangements, expense allowances and other similar items in the ordinary course of business.  However, SEC regulations require disclosures of key management personnel’s compensation. 
Reliability of financial information involves assurance that accounting measures represent what they purport to represent.  Without disclosure to the contrary, there is a general presumption that transactions reflected in financial statements have been consummated on an arm’s-length basis between independent parties.  However, that presumption is not justified when related party transactions exist because the requisite conditions of competitive, free market dealings may not exist.  Because it is possible for related party transactions to be arranged to obtain certain results desired by the related parties, the resulting accounting measures may not represent what they actually would be expected to represent.  Reduced representational faithfulness and verifiability of amounts used to measure transactions with related parties weaken the reliability of those amounts.  That weakness cannot always be cured by reference to market measures because in many cases there may be no arm’s-length market in the goods or services that are the subject of the related party transactions.  While recognising the difficulty in many situations, there could be instances where arm’s length representation can be easily substantiated; for example, related party transactions occur on terms available to unrelated parties or on terms established by regulatory agencies.  In such cases, no disclosures would be required under US GAAP.  
	Similar to IFRS

	Information to be disclosed

	The reporting entity must disclose the following information necessary for an understanding of the financial statements, if there have been transactions between related parties:
· the nature of the related party relationships; and 

· the types of transactions and the elements of the transactions. 

· Items of a similar nature may be aggregated only where separate disclosure is not necessary for an understanding of the effects of related party transactions on the financial statements of the reporting entity. 

Related party relationships where control exists should be disclosed irrespective of whether transactions have taken place between the related parties. 
The Standard clarifies that an entity discloses that the terms of related party transactions are equivalent to those that prevail in arm's length transactions only if such terms can be substantiated.
	The disclosures to be made include:
· the nature of the relationship(s) involved.  There is no specific requirement to disclose the name of the related party and the extent of ownership interest in either party unless disclosure of the name is necessary to the understanding of the relationship; 

· a description of the transaction (including those to which no amounts or nominal amounts were ascribed) and such other information necessary to an understanding of the effects of the transactions on the financial statements; 

· the monetary amount of the transaction and the effect of any change in the method of establishing the terms from that used in the preceding period; and 

· the amounts due to/from the related party and the terms and manner of settlement if not otherwise apparent. 

The SEC requires related party transactions which affect the financial statements to be identified and the amounts stated on the face of the balance sheet, income statement, or statement of cash flows. 
The Standard clarifies that an entity discloses that the terms of related party transactions are equivalent to those that prevail in arm's length transactions only if such terms can be substantiated.
 
	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.
 

If there have been transactions between related parties, during the existence of a related party relationship, the reporting enterprise 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. 

AS 18 has no such stipulation on substantiation of related party transactions  when the same is disclosed to be on arms length basis.
 

AS does not make specific mention about disclosure of pricing policy, though it should be given when it is important for a proper understanding of the financial statements.  FAS 57 requires more extensive disclosures, including disclosure of the effects of any changes in the methods of establishing the terms from those used in the preceding periods with the related parties.  Under IAS 24 even the pricing policy adopted needs to be disclosed.
 

IAS 24 requires disclosure of terms and conditions of outstanding items pertaining to related parties.  There is no such disclosure requirement under AS-18.

	Definition of Key Management Personnel

	The definition of KMP under IAS 24 includes any director whether executive or otherwise. This means that even non-executive directors are covered under KMP definition and would be a related party.
	There is no specific definition given for KMP under US GAAP.
	AS-18/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.
	No disclosure is required in respect of compensation arrangements in ordinary course of business. SEC regulations require disclosures of key management personnel’s compensation.
	Similar to IFRS.  More elaborate disclosures are required under Schedule VI.

	Exemption from disclosures

	A related party relationship is deemed not to exist merely by virtue of the resulting economic dependence, where a single customer, supplier, franchisor, distributor or general agent transacts a significant volume of business with the reporting entity.
	No such specific exemption mentioned in FAS 57.  
 

 

 

 
	Similar to IFRS 
 

 

 

 

	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.
	No specific exemption granted for disclosure 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 this Statement do not apply in circumstances where providing such disclosures would conflict with the reporting enterprise's duties of confidentiality as specifically required in terms of a statute or by any regulator or similar competent authority. Exemption is granted for disclosure in cases where disclosure of information would conflict with duties of confidentiality in terms of statute or regulating authority. 

	No such exemption.
	No such exemption.
	No disclosure is required in the financial statements of state-controlled enterprises as regards related party relationships with other state-controlled enterprises and transactions with such enterprises. 
 

	10% materiality provision does not exist.
	10% materiality provision does not exist.
	For the purposes of giving aggregated disclosures rather than detailed disclosures the 10% materiality rule would apply.

	Consolidated Financial Statements

	Presentation of CFS

	All parent shall present CFS in which it consolidates its investments in subsidiaries except those parent which satisfies following conditions :
· Owners do not object to non-preparation of CFS 

· Parents debt or equity instruments are not traded in a public market 
· the parent did not file, nor is it in the process of filing, its financial statements with a securities commission or other regulatory organisation for the purpose of issuing any class of instruments in a public market; and 

· the ultimate or any intermediate parent of the parent produces CFS available for public use that comply with IFRS. 
	Consolidation is required.  No exemption allowed.
 
	It is not mandatory for companies to prepare CFS under AS-21. However, listed enterprises are mandatorily required by the terms of listing agreement of SEBI to prepare and present CFS.
 

 

	CFS includes all subsidiaries.  A subsidiary that meets, on acquisition, the criteria to be classified as held for sale in accordance with IFRS 5, Non Current Assets Held for Sale and Discontinued Operation, applies the presentation for assets held for sale (ie separate presentation of assets and liabilities to be disposed), rather than normal line by line consolidation.
	Like IFRS, US GAAP too precludes consolidation where control is not with the majority owner.  In addition, consolidation is precluded if the owner is not the primary beneficiary of a VIE.  A subsidiary held for sale may not be precluded from consolidation.
Consolidation is not required if the subsidiary operates under severe foreign exchange restrictions.  The equity method would generally be appropriate when conditions under which a subsidiary would not be consolidated prevail – namely where the investee is in a legal reorganization, bankruptcy or operates under severe foreign exchange restrictions.
	Preclude consolidation of a subsidiary when control over that subsidiary is likely to be temporary. Considers a subsidiary to be temporarily controlled when it is acquired and held exclusively with a view to its subsequent disposal in the near future.  Also precludes consolidation of a subsidiary that operates under severe long term restrictions, which significantly impair its ability to transfer funds to the parent.  In the CFS, the precluded subsidiaries are accounted as per AS-13 and the reasons for not consolidating are disclosed.

	Meaning of subsidiary

	A subsidiary is an entity, including an unincorporated entity such as a partnership, that is controlled by another entity (known as the parent). Control is the power to govern the financial and operating policies of an entity so as to obtain benefits from its activities.
 

 
	'Subsidiary' refers to a corporation that is controlled, directly or indirectly, by another corporation.  The usual condition for control is ownership of a majority (over 50%) of the outstanding voting stock.  However, the power to control may also exist with a lesser percentage of ownership, for example, by contract, lease, and agreement with other stockholders or by court decree.  
The SEC notes that there may be situations where consolidation of an entity, notwithstanding the lack of technical majority ownership, is necessary to present fairly the financial position and results of operations of the registrant, because of the existence of a parent/subsidiary relationship by means other than record, i.e. greater than 50%, ownership of voting stock.
	A subsidiary is an enterprise that is controlled by another enterprise (known as the parent). Control means (a) the ownership, directly or indirectly through subsidiary(ies), of more than one-half of the voting power of an enterprise; or (b) control of the composition of the board of directors in the case of a company or of the composition of the corresponding governing body in case of any other enterprise so as to obtain economic benefits from its activities.
 

 

	SIC 12 states that a special purpose entity (SPE) should be consolidated when the substance of the relationship between an enterprise and the SPE indicates that the SPE is controlled by that enterprise.
 

The following circumstances, indicate an entity controls an SPE and should therefore consolidate the SPE:
· in substance, the activities of the SPE are being conducted on behalf of the entity according to its specific business needs so that the entity obtains benefits from the SPE operation; 

· in substance, the entity has the decision-making powers to obtain the majority of the benefits of the activities of the SPE or, by setting up an ‘autopilot’ mechanism, the entity has delegated these decision making powers; 

· in substance, the entity has the rights to obtain the majority of the benefits of the SPE and therefore may be exposed to risks incident to the activities of the SPE; 

· in substance, the entity retains the majority of the residual or ownership risks related to the SPE or its assets, in order to obtain benefits from its activities 
	FIN 46(R) introduces a new consolidation model – the variable interests model – which determines control of a VIE based on the potential variability in its variable interest holders gains and losses.  Variable interest entities (VIEs) in which a parent does not have a controlling voting interest but the parent absorbs the majority of the VIE’s expected losses or returns must be consolidated.  A VIE entity, may no longer be a VIE entity when specified events occur, and hence this examination has to be revisited when the situation changes.
	No specific guidance is available for consolidation of SPE or VIE.  Under IFRS and US GAAP, an entity could be consolidated even if the controlling entity does not hold a single share in the controlled entity.  Instances of consolidation, under such circumstances is rare under Indian GAAP.

	Determination of control – potential voting rights

	Potential voting shares, which are currently exercisable, should be considered for determining control.
	No guidance in US GAAP. 
	No guidance in Indian GAAP. As per ASI-18, potential voting rights are not considered for determining significant influence in the case of an associate.  An analogy can be drawn that they are not to be considered for determining control as well, in the case of a subsidiary.

	Parent only financial statements

	Under IAS 27, a parent that is a wholly owned subsidiary, or is virtually wholly owned, need not present consolidated financial statements provided, in the case of one that is virtually wholly owned, the parent obtains the approval of the owners of the minority interest.  Such a parent should disclose the reasons why consolidated financial statements have not been presented together with the bases on which subsidiaries are accounted for in its separate financial statements.  The name and registered office of its parent that publishes consolidated financial statements should also be disclosed.  
 

IAS 27 also provides guidance for the accounting for investments in subsidiaries in a parent’s separate financial statements. IAS 27 requires that a parent’s investment in a subsidiary be accounted for in the parent’s separate financial statements (a) at cost, (b) using the equity method as described in IAS 28, or (c) as available-for-sale financial assets as described in IAS 39.
 

Under IFRS parent only financial statements are not required to be prepared.  However, respective national regulations may require parent only financial statements. 
	U.S. GAAP (Statement 94) does not permit parent-company-only financial statements to be issued as general-purpose financial statements.  This is a significant difference from the practice in many other countries in the world where there is a requirement to publish the parent financial statements separately. As a result, American companies provide less information than companies in many other countries; the loss of information depends on the extent of the activities of the parent company. 
 

 
	Under SEBI rules a listed parent company with subsidiaries is invariably required to prepare a stand alone and consolidated financial statements.  Even if a listed parent company, is a subsidiary of another company, it would be required to prepare consolidated financial statements.  AS 21 does not apply to unlisted companies, unless an unlisted company voluntarily consolidates in which case AS 21 would have to be fully complied with. 
 

 

Under AS 21, in a parents separate financial statements, investments in subsidiary should be accounted for in accordance with AS 13, Accounting for Investments, which is cost as adjusted for any diminution other than temporary in value of those investments.
 

 

	Consolidation procedure

	Acquisition accounting

	Based on fair values.  Acquisition accounting requires drawing up of financial statements as on the date of acquisition for computing parent’s portion of equity in a subsidiary.
	Similar to IFRS
	Under AS 21, for computing parent’s portion of equity in a subsidiary at the date on which investment is made, the financial statements of immediately preceding period can be used as a basis of consolidation if it is impracticable to draw financial statement of the subsidiary as on the date of investment.

	Intra-group elimination

	Intragroup balances and transactions, including income, expenses and dividends, are eliminated in full.  Profits and losses resulting from intragroup transactions that are recognised in assets, such as inventory and fixed assets, are eliminated in full.  Intragroup losses may indicate an impairment that requires recognition in the CFS.  Deferred tax should be calculated on temporary differences that arise from the elimination of profits and losses resulting from intragroup transactions.
	Tax effects of inter-company transfers, such as inventory, to be deferred and recognised when the inventory is sold to a third party.  It prohibits recognition of a deferred tax asset for the difference between the tax basis of the assets in the buyer's jurisdiction and their cost as reported in the CFS.
ARB 51 requires complete elimination of intragroup profits or losses on assets remaining within the group.  Elimination is also required of (a) intragroup items and transactions between entities included in CFS; as well as (b) unrealized profits and losses on transactions between entities in the group and those which are accounted under the equity method.  If such eliminations are not made, an explanation of the reasons and the treatment of those transactions should be disclosed.
The amount of intragroup items and transactions is not affected by the existence of a minority interest.  However, the complete elimination of the profit or loss may be allocated proportionately between the majority and the minority interest.
	Similar to IFRS, except no deferred tax is recognised on elimination of intra-group transactions.

	Reporting periods

	The financial statements of the parent and its subsidiaries used in the preparation of the CFS shall be prepared as of the same reporting date.  When the reporting dates of the parent and a subsidiary are different, the subsidiary prepares, for consolidation purposes, additional financial statements as of the same date as the financial statements of the parent unless it is impracticable to do so. When the financial statements of a subsidiary used in the preparation of CFS are prepared as of a reporting date different from that of the parent, adjustments shall be made for the effects of significant transactions or events that occur between that date and the date of the parents financial statements.   In any case, the difference between the reporting date of the subsidiary and that of the parent shall be no more than three months.  The length of the reporting periods and any difference in the reporting dates shall be the same from period to period.
	When the financial statements of a subsidiary used in the preparation of CFS are prepared as of a reporting date different from that of the parent, the subsidiary should prepare financial statements which corresponds with the parent’s year end.  A subsidiary’s accounts for consolidation purposes could be 3 months before/after the parents year end.  In such cases, the effect of intervening events that materially affect the financial position or results or operations should be recognized by disclosure or otherwise.  The SEC has similar requirements to those in ARB 51.  Where such differences in fiscal years exist, the closing date of the entity should be disclosed and the necessity for the use of different closing dates should be briefly explained.
 
	Similar to IFRS except that the difference between reporting dates should not be more than six months.

	Uniform accounting policy

	Compliance with uniform accounting policies is mandatory.
	Similar to IFRS.  Exception is when a subsidiary has specialized industry accounting practices.  Retention of disparate accounting policies in such cases is permitted.
	CFS should be prepared using uniform accounting policies for like transactions and other events in similar circumstances. If it is not practicable to use uniform accounting policies in preparing the CFS, that fact should be disclosed together with the proportions of the items in the CFS to which the different accounting policies have been applied.  Though uniform accounting policies are not mandatory, it is important to note that those policies, nevertheless, have to be in compliance with Indian GAAP.

	Minority interest

	Minority interests shall be presented in the consolidated balance sheet within equity, separately from the parent shareholders' equity.  Minority interests in the profit or loss of the group shall also be separately disclosed.
	Minority interests should be disclosed separately in the balance sheet, but not as part of stockholders' equity.  Similarly, the minority interest in income of consolidated subsidiaries should be separately disclosed.  Most companies reflect minority interests as part of non-current liabilities or between liabilities and stockholders' equity (the 'mezzanine') in the balance sheet.
	Minority interests should be presented in the consolidated balance sheet separately from liabilities and the equity of the parent's shareholders. Minority interests in the income of the group should also be separately presented.

	Disposition Accounting

	Provides limited guidance on accounting for the disposition of a subsidiary. It states that consolidation ceases when control is relinquished and that a gain or loss is recognized on the disposition of the subsidiary. Specifies that the gain or loss is the difference between the sales proceeds and the carrying amount of the assets less liabilities as of the date of disposal.  Although IAS 27 does not discuss the accounting for the partial sale of a subsidiary, it does require that an investment in an enterprise that no longer qualifies for consolidation be accounted for in accordance with IAS 39 or IAS 28, as appropriate. 
 

No guidance is provided under IFRS’s regarding accounting for the effects of a reduction in the parent’s interest due to a public offering by the subsidiary to external investors or indeed a partial disposal (while retaining control), although for a partial disposal, the appropriate portion of cumulative exchange differences would be recycled in profit and loss account.  Minority interests would be adjusted.
	When the parent sells the shares of the subsidiary, the gain/loss would be calculated by comparing the carrying amount of the net assets of that subsidiary attributable to the group’s interest before the sale with the carrying amount attributable to the groups interest after the sale together with any proceeds received.  The net assets compared should include any related goodwill not previously written off through the profit and loss account and any related translation adjustment component.  Gain recognition is permitted only where the value of the proceeds can be objectively determined.
 

 

If the reduction in the parent company’s interest occurs due to a public offering by the subsidiary to external investors, gain recognition is permitted provided the transaction is not a part of the broader corporate re-organisation planned by the parent.  Gains or losses arising from issuances by a subsidiary of its own stock should be presented as a separate line item in the consolidated income statement as a non-operating item.  Examples where gain recognition are not appropriate are:
· where subsequent capital transactions are contemplated that raise concerns about the parent company realizing the gain that arises; or 

· where the subsidiary is a start-up company, a R&D company or an entity with going concern problems 

In such cases, realization is not assured and so the change in the parent’s proportionate share of a subsidiary’s equity should be accounted as an equity transaction, ie, through reserves.
	Similar to IFRS

	Investment in associates

	Definition of associate

	An associate is an entity, including an unincorporated entity such as a partnership, over which the investor has significant influence and that is neither a subsidiary nor an interest in a joint venture.
	Similar to IFRS. Does not include unincorporated entities, although these would be generally accounted for in a similar way.
	Similar to IFRS

	Significant influence

	Significant influence is the power to participate in the financial and operating policy decisions of the investee but is not control or joint control over those policies. If an investor holds, directly or indirectly (eg through subsidiaries), 20 per cent or more of the voting power of the investee, it is presumed that the investor has significant influence, unless it can be clearly demonstrated that this is not the case. 
	Similar to IFRS.  Opinion 18 does not define significant influence. However, all three standards list the same factors as evidence that significant influence exists, and neither provides a list of factors that indicate that an investor with more than a 20 percent interest does not have significant influence. However, FASB Interpretation No. 35, Criteria for Applying the Equity Method of Accounting for Investments in Common Stock, lists five examples (not exhaustive) of indications that an investor does not have significant influence, including (a) opposition by the investee, (b) an agreement by the investor surrendering significant shareholder rights, (c) operation of the investee by the majority owner or owners without regard to the views of the investor, (d) demonstrated inability to obtain financial information, and (e) demonstrated inability to obtain representation on the investee’s board of directors. Although AS 23/IAS 28 does not include similar examples, that difference probably is not significant because those indications are implicit in the AS 23/IAS 28 definition of significant influence.
	Similar to IFRS. Under AS 23 significant influence is the power to participate in the financial and/or operating policy decisions of the investee but not control over those policies. The word ‘or’ is not there in IAS 28.  Therefore under IAS 28 the power to participate should exist for both financial and operating policies; whereas under AS 23, either one would suffice to determine significant influence.

	The existence and effect of potential voting rights that are currently exercisable or convertible, including potential voting rights held by other entities, are considered when assessing whether an entity has significant influence. 
	The existence and effect of potential voting rights that are currently exercisable or convertible, including potential voting rights held by other entities, is not considered when assessing whether an entity has significant influence. 
	Similar to US GAAP. 

	Method of accounting 

	Investment in associate should be accounted using equity method of accounting. Under the equity method, the investment in an associate is initially recognised at cost and the carrying amount is increased or decreased to recognise the investor's share of the profit or loss of the investee after the date of acquisition.  The investor's share of the profit or loss of the investee is recognised in the investor's profit or loss.  Distributions received from an investee reduce the carrying amount of the investment.  Adjustments to the carrying amount may also be necessary for changes in the investor's proportionate interest in the investee arising from changes in the investee's equity that have not been recognised in the investee's profit or loss.  Such changes include those arising from the revaluation of property, plant and equipment and from foreign exchange translation differences.  The investor's share of those changes is recognised directly in equity of the investor. The investor must account for the difference, on acquisition of the investment, between the cost of the acquisition and investor’s share of identifiable assets, liabilities and contingent liabilities is accounted for in accordance with IFRS 3. Goodwill relating to associate is included in the carrying amount of investment.  
	Similar to IFRS
	Similar to IFRS, except that goodwill amount is not determined in accordance with IFRS 3.  Goodwill determination is based on book values rather than fair values of the investee.

	Profits and losses resulting from transactions between an investor and an associate are recognized in the investors financial statements only to the extent of unrelated investors interest  in the associate.  Therefore the investors share in the associates profits and losses resulting from these transactions is eliminated.
	Intra-group profits and losses should be eliminated until realized by the investor or investee as if a corporate joint venture or investee company were consolidated.
	Similar to IFRS

	In separate financial statements, investments are carried at cost or in accordance with IFRS 39.
	In separate financial statements, investments are carried at cost or equity method.
	In separate financial statements, investments are carried at cost less impairment.

	The entire investment in associate including goodwill is tested for impairment.  Impairment is tested if the investment has objective evidence of one of the impairment indicators.  In the estimation of future cash flows, the investor may use its share of future net cash flows in the investment, or the cash flows expected to arise from dividends.  The investee’s goodwill is not subject to direct impairment testing by the investor.
	Equity investments are considered impaired if the decline in value is considered to be other than temporary.  The investees goodwill is not subject to direct impairment testing by the investor, like in the case of IFRS.  If an other-than-temporary impairment is determined to exist, the investment is written down to fair value.
	Impairment testing on associate investment is required and the practice would be to apply AS-28 principles.

	Exceptions to associate accounting

	Equity accounting applied except when:
· investments in associate held for sale is accounted in accordance with IFRS 5 

· the reporting entity is also a parent and is exempt from preparing CFS under IAS 27 

· where reporting entity is not a parent, and (a) the investor is a wholly owned subsidiary itself (or a partially owned subsidiary, and its other owners, including those not entitled to vote, have been informed about and do not object to the investor not applying the equity method (b) the investors debt/equity are not publicly traded (c) the investor is not planning a public issue of any of its securities (d) the ultimate or immediate parent of the investor produces CFS available for public and comply with IFRS 

Where the reporting entity is not a parent, but has associates, it will need to equity accounts its associates in its own financial statements, if the above exemptions do not apply.  These are not separate financial statements.
	SFAS 94 provides additional exceptions compared to AS 23/IAS 28 in respect of consolidation of subsidiaries which also apply to equity accounting of associates – for example in situations of legal reorganisation or bankruptcy or other government induced uncertainties.  Though AS 23/IAS 28 do not contain these provisions expressly, they would still apply because AS 23/IAS 28 prohibit equity accounting where an associate operates under severe long-term restrictions that significantly impair its ability to transfer funds to the investor.  Besides and more importantly, in situations such as legal reorganisation and bankruptcy of an associate the investor would not be able to exercise significant influence and that would mean that the investee is not an associate within the AS 23/IAS 28 definitions.  To summarise, the difference in the exception rules under AS 23/IAS 28 compared to US GAAP are cosmetic and therefore in most situations should yield similar results in terms of which investments need to be equity accounted. 
	Equity accounting is not applied when:
· the investment is acquired and held with a view to its subsequent disposal in the near future, or 

· the associate operates under severe long term restrictions which significantly impair its ability to transfer funds to the investor. 

	Reporting period

	The most recent available financial statements of the associate are used by the investor in applying the equity method.  When the reporting dates of the investor and the associate are different, the associate prepares, for the use of the investor, financial statements as of the same date as the financial statements of the investor unless it is impracticable to do so. The financial statements of an associate used in applying the equity method if prepared as of a different reporting date from that of the investor, adjustments shall be made for the effects of significant transactions or events that occur between that date and the date of the investor's financial statements.  In any case, the difference between the reporting date of the associate and that of the investor shall be no more than three months.  The length of the reporting periods and any difference in the reporting dates shall be the same from period to period.
	If the financial statements of an investee are not sufficiently timely, the investor should normally record its share of the earnings or losses of an investee from the most recent available financial statements, which may be its audited year-end financial statements.  The investor could base its proportionate share of the results of operations of an investee on the investee's unaudited interim financial statements.  Where there is a time lag in reporting, this time lag should be consistent from period to period.
For SEC registrants, a 93-day rule operates as for subsidiaries.
 
	The most recent available financial statements of the associate are used by the investor in applying the equity method; they are usually drawn up to the same date as the financial statements of the investor. When the reporting dates of the investor and the associate are different, the associate often prepares, for the use of the investor, statements as at the same date as the financial statements of the investor. When it is impracticable to do this, financial statements drawn up to a different reporting date may be used. The consistency principle requires that the length of the reporting periods, and any difference in the reporting dates, are consistent from period to period.  Unlike IFRS there is no limit of 3 months between reporting dates.

	Uniform accounting policies

	The investor's financial statements shall be prepared using uniform accounting policies for like transactions and events in similar circumstances.
	No specific requirement to align accounting policies.  Therefore adjustment for uniform accounting policies may or may not be made.  However the accounting policies have to be in compliance with US GAAP.
	Investor usually prepares CFS using uniform accounting policies for the like transactions and events in similar circumstances. In case an associate uses accounting policies other than those adopted for the CFS for like transactions and events in similar circumstances, appropriate adjustments are made to the associate’s financial statements when they are used by the investor in applying the equity method. If it is not practicable to do so, that fact is disclosed along with a brief description of the differences between the accounting policies.

	Display of goodwill

	Goodwill or capital reserves within the investment amount are not required to be separately identified
	Goodwill or capital reserves within the investment amount are required to be separately identified 
	Similar to US GAAP

	Investments in non-associate

	IAS 39, Financial Instruments: Recognition and Measurement, requires investments in equity securities to be carried at fair value, except for those whose fair value cannot be reliably measured (generally limited to some equity securities with no quoted market price and forwards and options on unquoted equity securities).  
	Those investments would be accounted for at market value under FASB Statement No. 115, Accounting for Certain Investments in Debt and Equity Securities.
 
	Under AS 13 these investments would be accounted for based on the long term/short term classification.  Long term investments would be valued at cost less diminution other than temporary, whereas short term investments would be valued at lower of cost or market.

	Share of investees losses

	An investor cease to recognize its share of an investee’s losses when the carrying amount of the investment reaches zero unless the investor has guaranteed obligations of the investee or is otherwise committed to provide additional funds. After the investor's interest is reduced to zero, additional losses are provided for, and a liability is recognised, only to the extent that the investor has incurred legal or constructive obligations or made payments on behalf of the associate.  If the associate subsequently reports profits, the investor resumes recognising its share of those profits only after its share of the profits equals the share of losses not recognised.
	All three standards require that an investor cease to recognize its share of an investee’s losses when the carrying amount of the investment reaches zero unless the investor has guaranteed obligations of the investee or is otherwise committed to provide additional funds. However, differences may occur in a few situations. For example, EITF Topic No. D-68, “Accounting by an Equity Method Investor for Investee Losses When the Investor Has Loans to and Investments in Other Securities of an Investee,” provides guidance on providing for operating losses of the investee when the investor’s investment in voting stock has been reduced to zero and the investor also owns debt securities or preferred stock of the investee or has made loans to the investee. In that case, an equity method investor should continue to report losses up to the investment carrying amount, including any additional financial support made or committed by the investor. That situation is not addressed in AS 23/IAS 28. Further, footnote 10 to paragraph 19(i) of Opinion 18 includes the following provision that is not in AS 23/IAS 28: An investor should, however, provide for additional losses when the imminent return to profitable operations by an investee appears to be assured. For example, a material, nonrecurring loss of an isolated nature may reduce an investment below zero even though the underlying profitable operating pattern of an investee is unimpaired.
	Similar to IFRS

	Accounting for joint-ventures

	Definition of Joint-venture

	A joint venture is a contractual arrangement whereby two or more parties undertake an economic activity that is subject to joint control.
IAS 31 requires that a contract exist between the venturers in order to qualify as a joint venture and APB 18 does not.  Thus, if a contract does not exist, the relationship may qualify as a joint venture under the requirements of APB 18 but not under those of IAS 31.  It is unclear though whether the nature of this difference would result in different accounting.
	A corporate joint venture is defined as a corporation owned and operated by a small group of businesses as a separate and specific business or project for the mutual benefit of the members of the group.
	Similar to IFRS.  However, sometimes though a contractual arrangement may suggest a joint venture, the investee is accounted as a subsidiary if the investors share in the investee’s equity is greater than 50%.
 

Under IAS 31, when the investments are made by venture capital organizations, mutual funds, unit trusts and similar entities then those investments are classified as held for trading and accounted for as per IAS 39.  There is no such provision under AS 27 and there is no separate standard on financial instrument.
 

IAS 31 does not apply if the parent is exempt from preparing CFS under IAS 27.  Similar exemption for investor satisfying same conditions as parent.  There is no such specific provision under AS 27.

	Forms of joint venture

	Joint ventures take many different forms and structures.  IFRS identifies three broad types-jointly controlled operations, jointly controlled assets and jointly controlled entities-that are commonly described as, and meet the definition of joint ventures. 
	Only refers to jointly controlled entities, where the arrangement is carried on through a separate corporate entity.
	Similar to IFRS

	Accounting for jointly controlled operations

	In respect of its interests in jointly controlled operations, a venturer shall recognise in its financial statements the assets that it controls and the liabilities that it incurs; and the expenses that it incurs and its share of the income that it earns from the sale of goods or services by the joint venture.
	Equity accounting is applied for investments in unincorporated JV.  The investors pro-rata share of assets, liabilities, revenue and expenses are included in their financial statements in specific cases where investors owns an undivided interest in each asset of a non-corporate JV.
	Similar to IFRS

	Accounting for jointly controlled assets

	In respect of its interest in jointly controlled assets, a venturer shall recognise in its financial statements: its share of the jointly controlled assets, classified according to the nature of the assets; any liabilities that it has incurred; its share of any liabilities incurred jointly with the other venturers in relation to the joint venture; any income from the sale or use of its share of the output of the joint venture, together with its share of any expenses incurred by the joint venture; and any expenses that it has incurred in respect of its interest in the joint venture.
	Not specified. However proportionate consolidation is used in certain industries to recognise investments in jointly controlled assets.
	Similar to IFRS

	Accounting for jointly controlled entities

	A venturer shall recognise its interest in a jointly controlled entity using proportionate consolidation (benchmark treatment) or equity method (alternative treatment) of accounting. However, proportionate method of accounting is the more recommended.
	Does not permit proportionate consolidation for corporate joint ventures. Venturers apply the equity method to recognise the investment in a jointly controlled entity. Equity accounting is also appropriate for investments in unincorporated joint ventures.
 

Both the proportionate consolidation method and the equity method would result in the same consolidated net results, though the nature of presentation would be significantly different.  The FASB position is that consolidation or proportionate consolidation is appropriate only in the case of parent subsidiary relationship, and therefore the equity method accounting best reflects a joint venture relationship.  The venturer has the ability to participate, directly or indirectly, in the overall management of the entire entity but lacks the ability to unilaterally control the individual assets of the venture; therefore equity method is appropriate.  IAS and AS view is that in a jointly controlled entity, a venturer has control over its share of future economic benefits through its share of the assets and liabilities of the venture. This substance and economic reality is reflected in the consolidated financial statements of the venturer when the venturer reports its interests in the assets, liabilities, income and expenses of the jointly controlled entity by using the proportionate consolidation method.
	Accounting for jointly controlled entities is required to be done using proportionate consolidation method.

	Proportionate Consolidation or Equity accounting applied except when:
· investments in JCE held for sale is accounted in accordance with IFRS 5 

· the reporting entity is also a parent and is exempt from preparing CFS under IAS 27 

· where reporting entity is not a parent, and (a) the investor is a wholly owned subsidiary itself (or a partially owned subsidiary, and its other owners, including those not entitled to vote, have been informed about and do not object to the investor not applying the equity method (b) the investors debt/equity are not publicly traded (c) the investor is not planning a public issue of any of its securities (d) the ultimate or immediate parent of the investor produces CFS available for public and comply with IFRS 

Where the reporting entity is not a parent, but has JCE, it will need to equity account or proportionately consolidate its associates in its own financial statements, if the above exemptions do not apply.  These are not separate financial statements.
	Proportionate consolidation not applicable under US GAAP.
	Exceptions to proportionate consolidation:
· JCE is acquired and held exclusively with a view to its subsequent disposal in the near future 

· Operates under severe long term restriction which significantly impair its ability to transfer fund to the investor 

	In separate financial statements, JCE are accounted at cost or in accordance with IFRS 39
	In separate financial statements, it can be carried at cost or equity method.
	In separate financial statements, JCE are accounted at cost less impairment

	Transactions between venture and joint venture

	When a venturer contributes or sells assets to a joint venture, recognition of any portion of a gain or loss from the transaction shall reflect the substance of the transaction.  While the assets are retained by the joint venture, and provided the venturer has transferred the significant risks and rewards of ownership, the venturer shall recognise only that portion of the gain or loss that is attributable to the interests of the other venturers. The venturer shall recognise the full amount of any loss when the contribution or sale provides evidence of a reduction in the net realisable value of current assets or an impairment loss.
	Non-monetary transactions are accounted for at fair value.
	Similar to IFRS

	When a venturer purchases assets from a joint venture, the venturer shall not recognise its share of the profits of the joint venture from the transaction until it resells the assets to an independent party.  A venturer shall recognise its share of the losses resulting from these transactions in the same way as profits except that losses shall be recognised immediately when they represent a reduction in the net realisable value of current assets or an impairment loss.
	Non-monetary transactions are accounted for at fair value.
	Similar to IFRS

	Discontinuance of joint venture accounting

	IAS 31 requires cessation of both the benchmark and the allowed alternative treatments for accounting for jointly controlled entities when the venturer ceases to have joint control. It also requires that an investor in a joint venture that does not have joint control report its interest in the joint venture in its consolidated financial statements in accordance with IAS 39, Financial Instruments: Recognition and Measurement, or in accordance with IAS 28, Accounting for Investments in Associates, if it has significant influence in the joint venture.
	APB 18 is silent on that point. However, it is unclear whether the absence of guidance in the United States would result in different accounting from that required by the IASC. APB 18 requires the continued use of the equity method if a venturer loses joint control but retains a significant influence, which is consistent with IAS 28. There may be differences, however, in the accounting for investments between IAS 39 and FASB Statement No. 115, Accounting for Certain Investments in Debt and Equity Securities.  
 
	A venturer should discontinue the use of proportionate consolidation from the date that it ceases to have joint control over a jointly controlled entity but retains, either in whole or in part, its interest in the entity; or the use of the proportionate consolidation is no longer appropriate because the jointly controlled entity operates under severe long-term restrictions that significantly impair its ability to transfer funds to the venturer.  From the date of discontinuing the use of the proportionate consolidation, interest in a jointly controlled entity should be accounted for in accordance with Accounting Standard (AS) 21, Consolidated Financial Statements, if the venturer acquires unilateral control over the entity and becomes parent within the meaning of that Standard; and in all other cases, as an investment in accordance with Accounting Standard (AS) 13, Accounting for Investments, or in accordance with Accounting Standard (AS) 23, Accounting for Investments in Associates in Consolidated Financial Statements, as appropriate.  

	Reporting period

	The most recent available financial statements of the associate are used by the investor in applying the equity method.  When the reporting dates of the investor and the associate are different, the associate prepares, for the use of the investor, financial statements as of the same date as the financial statements of the investor unless it is impracticable to do so. The financial statements of an associate used in applying the equity method if prepared as of a different reporting date from that of the investor, adjustments shall be made for the effects of significant transactions or events that occur between that date and the date of the investor's financial statements.  In any case, the difference between the reporting date of the associate and that of the investor shall be no more than three months.  The length of the reporting periods and any difference in the reporting dates shall be the same from period to period.
	If the financial statements of an investee are not sufficiently timely, the investor should normally record its share of the earnings or losses of an investee from the most recent available financial statements, which may be its audited year-end financial statements.  The investor could base its proportionate share of the results of operations of an investee on the investee's unaudited interim financial statements.  Where there is a time lag in reporting, this time lag should be consistent from period to period.
For SEC registrants, a 93-day rule operates as for subsidiaries.
 
	The financial statements of the jointly controlled entity used in applying proportionate consolidation are usually drawn up to the same date as the financial statements of the venturer. When the reporting dates are different, the jointly controlled entity often prepares, for applying proportionate consolidation, statements as at the same date as that of the venturer. When it is impracticable to do this, financial statements drawn up to different reporting dates may be used provided the difference in reporting dates is not more than six months. In such a case, adjustments are made for the effects of significant transactions or other events that occur between the date of financial statements of the jointly controlled entity and the date of the venturer’s financial statements. The consistency principle requires that the length of the reporting periods, and any difference in the reporting dates, are consistent from period to period.

	Deficiency of net assets and impairment

	If equity method is followed the venturer ceases to recognize its share of losses when the carrying amount of the investment reaches zero unless it has guaranteed obligations of the investee or is otherwise committed to provide additional funds. After the venturer’s interest is reduced to zero, additional losses are provided for, and a liability is recognised, only to the extent that the venturer has incurred legal or constructive obligations or made payments on behalf of the venture.  If the JV subsequently reports profits, the venturer resumes recognising its share of those profits only after its share of the profits equals the share of losses not recognised.
 

After application of equity method, venturer applies IAS 39 to test impairment and is done on an individual investment basis.
	All three standards require that an investor cease to recognize its share of an investee’s losses when the carrying amount of the investment reaches zero unless the investor has guaranteed obligations of the investee or is otherwise committed to provide additional funds. However, differences may occur in a few situations. For example, EITF Topic No. D-68, “Accounting by an Equity Method Investor for Investee Losses When the Investor Has Loans to and Investments in Other Securities of an Investee,” provides guidance on providing for operating losses of the investee when the investor’s investment in voting stock has been reduced to zero and the investor also owns debt securities or preferred stock of the investee or has made loans to the investee. In that case, an equity method investor should continue to report losses up to the investment carrying amount, including any additional financial support made or committed by the investor. That situation is not addressed in AS 23/IAS 28. Further, footnote 10 to paragraph 19(i) of Opinion 18 includes the following provision that is not in AS 23/IAS 28: An investor should, however, provide for additional losses when the imminent return to profitable operations by an investee appears to be assured. For example, a material, nonrecurring loss of an isolated nature may reduce an investment below zero even though the underlying profitable operating pattern of an investee is unimpaired.
	Similar to IFRS

	Other differences

	In addition to providing guidance for financial statements of the venturer (the party with joint control over the joint venture), IAS 31 provides guidance for the financial statements of the investor (a party to the joint venture that does not have control).
	APB 18 only provides guidance for preparing financial statements of a venturer and does not make a distinction between an investor and a venturer in a joint venture. 
 
	Similar to IFRS

	IAS 31 also provides that operators or managers of joint ventures and accounting for transactions between a venturer and a joint venture should be done in accordance with the respective revenue recognition standards.
	U.S. GAAP does not include guidance of that type.
	Similar to IFRS

	Earning per share

	Applicability

	IAS 33 shall be applied by entities whose ordinary shares or potential ordinary shares are publicly traded and by entities that are in the process of issuing ordinary shares or potential ordinary shares in public markets.
	FAS 128 Earnings per Share requires presentation of earnings per share (EPS) by all entities:
· that have issued common stock or potential common stock if those securities trade in a public market (domestic or foreign) or in the over-the-counter market; or 

· that have made a filing or are in the process of filing with a regulatory agency in preparation for the sale of those securities in a public market. 
The standard does not require presentation of EPS in statements of wholly owned subsidiaries. 
	Every company who are required to give information under Part IV of schedule VI is required to disclose and calculate earning per share in accordance with AS-20. In other words, all companies are required to disclose EPS.
 

IAS 33 allows omission of EPS disclosures in parent only financial statements and requires disclosure only in Consolidated Financial Statements on the basis of information used in such financial statements.  AS 20, on the other hand, requires disclosure of basic and diluted EPS information in the parent only as well as consolidated financial statements.

	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 shall be calculated by dividing profit or loss attributable to ordinary equity holders of the parent entity (the numerator) by the weighted average number of ordinary shares outstanding (the denominator) during the period. For the purpose of calculating basic earnings per share, the amounts attributable to ordinary equity holders of the parent entity in respect of:
a. profit or loss from continuing operations attributable to the parent entity; and 

b. profit or loss attributable to the parent entity 

shall be the amounts in (a) and (b) adjusted for the after-tax amounts of preference dividends, differences arising on the settlement of preference shares, and other similar effects of preference shares classified as equity.
	Basic EPS is computed by dividing income available to common stockholders by the weighted-average number of common shares outstanding during the period. 
 

 

Income available to common stockholders is computed by deducting both dividends declared in the period on preferred stock (whether or not paid) and the dividends accrued for the period on cumulative preferred stock. In computing the weighted-average number of common shares during the period, shares issued during the period and shares reacquired during the period are weighted for the portion of the period that they are outstanding.
	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. 
 

For the purpose of calculating basic earnings per share, the net profit or loss for the period attributable to equity shareholders should be the net profit or loss for the period after deducting preference dividends and any attributable tax thereto for the period. For the purpose of calculating basic earnings per share, the number of equity shares should be the weighted average number of equity shares outstanding during the period.
 

Both IAS 33 and AS 20 require the disclosure of EPS information for each class of equity shares that has a different right to share in the net profits of the company.  Earnings should be apportioned over the different classes of shares in accordance with their dividend rights or other rights to participate in profits.  

	Prior period items

	IAS 33 provides that EPS calculation of all periods presented (including prior year comparatives) should be adjusted for effects of fundamental errors and adjustments resulting from changes in accounting policies.  
	Similar to IFRS
	Since under Indian GAAP retroactive restatement is not permitted for changes in accounting policies and prior period items, the effect of these items are felt in the EPS of current period.

	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 (ie 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
	Similar to IFRS.
	No specific guidance.

	Restatements

	If the number of ordinary or potential ordinary shares outstanding increases as a result of a capitalisation, bonus issue or share split, or decreases as a result of a reverse share split, the calculation of basic and diluted earnings per share for all periods presented shall be adjusted retrospectively.  If these changes occur after the balance sheet date but before the financial statements are authorised for issue, the per share calculations for those and any prior period financial statements presented shall be based on the new number of shares.  The fact that per share calculations reflect such changes in the number of shares shall be disclosed.  In addition, basic and diluted earnings per share of all periods presented shall be adjusted for the effects of errors and adjustments resulting from changes in accounting policies accounted for retrospectively.
	Similar to IFRS
 
	If the number of equity or potential equity shares outstanding increases as a result of a bonus issue or share split or decreases as a result of a reverse share split (consolidation of shares), the calculation of basic and diluted earnings per share should be adjusted for all the periods presented. If these changes occur after the balance sheet date but before the date on which the financial statements are approved by the board of directors, the per share calculations for those financial statements and any prior period financial statements presented should be based on the new number of shares. When per share calculations reflect such changes in the number of shares, that fact should be disclosed.

	Treatment of share application money

	No specific guidance
	No specific guidance
	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 utilised in the business of the enterprise, is treated in the same manner as dilutive potential equity shares for the purpose of calculation of diluted earnings per share.

	Net profit from continuing ordinary activity

	Both IAS 33 and AS 20 prescribe " net profit from continuing ordinary activities" as the control figure to determine the dilutive or anti-dilutive impact of the potential equity shares.  IAS 33 specifically excludes the impact of changes in accounting policies and correction of fundamental errors to arrive at such control figure.  However, there is no such exclusion under AS 20.  This would result in the same potential equity shares being classified differently under the two Standards in those situations.  
	SFAS 128 contains similar provisions as IAS 33
	Both IAS 33 and AS 20 prescribe " net profit from continuing ordinary activities" as the control figure to determine the dilutive or anti-dilutive impact of the potential equity shares.  IAS 33 specifically excludes the impact of changes in accounting policies and correction of fundamental errors to arrive at such control figure.  However, there is no such exclusion under AS 20.  This would result in the same potential equity shares being classified differently under the two Standards in those situations.  

	Contingently issuable shares

	If all the conditions for issuance of contingently issuable shares have been met, they are treated as outstanding shares as at the beginning of the period (or date of contingent share agreement, if later).  If conditions for issuance are not met, the number of contingently issuable shares included in diluted EPS should be based on the number of shares that would be issuable if the end of the reporting period were the end of the contingency period and if the result would be dilutive.
	Similar to IFRS, except that if the only condition not met is one based on market price, the dilutive impact should be included in diluted EPS from the date of the contingent share agreement, or the date that any non-market price contingencies are met.
	Similar to IFRS.

	Disclosures

	In addition to disclosure of EPS on continuing operations, an entity that reports a discontinuing operation shall disclose the basic and diluted amounts per share for the discontinuing operation either on the face of the income statement or in the notes to the financial statements.
	FAS 128 requires the disclosure of basic and diluted EPS for continuing operations, discontinued operations, extra-ordinary items and cumulative effect of an accounting change.
	Basic and diluted EPS with and without extra-ordinary items is required.  Basic and diluted EPS may also be provided voluntarily based on other measurements.  AS 20 does not require any separate EPS disclosure for continuing and discontinuing operations.

	Disclosure is required for instruments (including contingently issuable shares) that could potentially dilute basic earnings per share in the future, but were not included in the calculation of diluted earnings per share because they are antidilutive for the period(s) presented.
	Similar to IFRS
	No such requirement

	A description of ordinary share transactions or potential ordinary share transactions, other than those accounted for that occur after the balance sheet date and that would have changed significantly the number of ordinary shares or potential ordinary shares outstanding at the end of the period if those transactions had occurred before the end of the reporting period.
	Similar to IFRS
	Not mandatory

	No such requirement
	No such requirement
	The nominal value of shares along with the earnings per share figures is required to be disclosed

	Interim financial Reporting

	Basis

	Primarily discrete approach, though integral approach is followed in a few cases
	Under APB 28, each interim period is viewed primarily as an integral part of an annual period.  Further certain accounting principles and practices followed for annual reporting purposes may require modification at interim reporting dates so that the reported results for the interim period may better relate to the results of operations for the annual period (also true in the case of IAS 34 and AS 25).  Though a primarily integral approach is followed in US GAAP and a primarily discrete approach under AS 25/IAS 34, there would be lot of similarities in the way certain transactions are recorded under all the GAAPs.  For example under both integral or discrete approach, revenue would be recognised on transfer of risks and rewards; similarly, costs that are directly related to revenue would be recognised when the revenue is recorded.  Further, expenses such as salaries, rent, insurance, etc under both approaches would be recognised as period costs and would be debited to the appropriate period.  Under all three GAAPs, when quantity discounts are allowed to customers based upon annual sales volume, the amount of such discounts charged to each interim period should be based on the sales to customers during the interim period in relation to the estimated annual sales (AS 25/IAS 34 use integral approach in some exceptional cases).  
	Similar to IFRS

	Minimum content of Interim financial reporting

	Condensed balance sheet, condensed Income statement, Condensed statement of changes in equity, condensed cash flow, explanatory notes and disclosures like EPS etc. is required.
	Under SEC rules, US publicly traded companies must file quarterly reports on Form 10-Q with the SEC within 45 days after the end of each of the first three quarters (no report is required for the fourth quarter).  The financial statements presented in Form 10-Q must be prepared in accordance with Regulation S-X, the principles of accounting measurement in APB 28 and various FASB pronouncements, with two important exceptions - the statements may be condensed and certain note disclosures given in annual financial statements may not be required. Non-US companies need provide only such interim financial information as their various stock exchange listing agreements specify.
The condensed financial statements to be filed on Form 10-Q must include condensed balance sheet, condensed income statement, condensed cash flow, statement of changes in comprehensive income and other disclosures like EPS, limited segmental information etc.
	Similar to IFRS except that statement of changes in equity is not applicable.

	Disclosure of compliance with GAAP

	If an enterprise’s interim financial report is in compliance with this International Accounting Standard, that fact should be disclosed.  An interim financial report should not be described as complying with International Accounting Standards unless it complies with all of the requirements of each applicable Standard/IFRIC.
	No such requirement even though interim financial statements should comply with all financial accounting standards. 
	No such requirement even though interim financial statements should comply with all Accounting Standards.

	Change in accounting policy

	A change in accounting policy, other than one for which the transition is specified by a new Standard or Interpretation, shall be reflected by 
· restating the financial statements of prior interim periods of the current financial year and the comparable interim periods of any prior financial years that will be restated in the annual financial statements in accordance with IAS 8; or 
· when it is impracticable to determine the cumulative effect at the beginning of the financial year of applying a new accounting policy to all prior periods, adjusting the financial statements of prior interim periods of the current financial year, and comparable interim periods of prior financial years to apply the new accounting policy prospectively from the earliest date practicable. 
	A change in accounting policy during the interim period reported on should be highlighted and accounted for in accordance with APB 20.  In general, companies should adopt changes in accounting principles during the first interim period of the year.  If change is made after the first interim period and accounted for by a cumulative catch-up adjustment, the cumulative effect of the change on retained earnings should be reported as if the change were made in the first interim period.   Therefore, in the interim period of change the results should include only the interim’s effect of the change, the effect on each of the previous interim’s of that year should be separately disclosed, and those interim’s should be restated whenever presented.
	In the case of listed companies SEBI clause 41 would apply, which requires retroactive restatement not only for all interim periods of the current year but also previous year. However, the actual accounting for changes in accounting policies would be based on AS 5.  
 

In the case of unlisted companies, AS-25 requires retroactive restatement only for all interim periods of the current year.

	Changes in estimates in prior periods

	Under IAS 34, any changes in estimates of amounts reported in prior interim periods are included in the current interim period.  Amounts reported in prior interim periods are not retrospectively adjusted, but the nature and amount of any significant changes in estimates must be disclosed.
	In certain circumstances, FAS 16 Prior Period Adjustments requires an adjustment related to prior interim periods of the current fiscal year to be accounted for as an adjustment of prior interim periods of the current year.
	Similar to IFRS.

	Accounting for Leave benefits in interim financials 

	Accumulating compensated absences are those that are carried forward and can be used in future periods if the current period's entitlement is not used in full.  IAS 19, Employee Benefits, requires that an enterprise measure the expected cost of and obligation for accumulating compensated absences at the amount the enterprise expects to pay as a result of the unused entitlement that has accumulated at the balance sheet date.  That principle is also applied at interim financial reporting dates.  Conversely, an enterprise recognises no expense or liability for non-accumulating compensated absences at an interim reporting date, just as it recognises none at an annual reporting date.
	No specific guidance
	No specific guidance

	Interim period manufacturing cost variances

	Price, efficiency, spending, and volume variances of a manufacturing enterprise are recognised in income at interim reporting dates to the same extent that those variances are recognised in income at financial year end.   Deferral of variances that are expected to be absorbed by year end is not appropriate because it could result in reporting inventory at the interim date at more or less than its portion of the actual cost of manufacture.
	Under US GAAP purchase price variances and volume or capacity cost variances that are planned and expected to be absorbed by the year end should be deferred at interim reporting dates.  
	No specific guidance

	Market price decline

	Requires the loss to be recognised in the interim periods.
	Under US GAAP, an inventory loss from a market price decline need not be recognised at interim dates if the decline is expected to be restored before the end of the fiscal year, ie, where the decline is temporary in nature.  
	Similar to IFRS

	Physical count of inventory

	No specific guidance.  General practice is that inventory valuation may be on the basis of physical count or inventory figures determined based on a perpetual inventory system.
	As many companies do not take physical stock counts each interim, APB 28 allows interim cost of goods sold to be determined using various estimation techniques, using the use of gross profit percentage applied to sales of interim periods.
	Similar to IFRS

	Repair and advertising

	Does not permit anticipation or deferral of costs in interim periods, unless it is also appropriate to do so at the year end.  
	Under US GAAP expenses that benefit two or more interim periods, for example, annual major repairs, should be charged using an appropriate proportion to the interim periods.  Under US GAAP, advertising costs may be deferred within a fiscal year if the benefit of an expenditure made clearly extends beyond the interim period in which the expenditure is made.  Advertising costs may be accrued and assigned to interim periods in relation to sales prior to the time the service is received if the advertising program is clearly implicit in the sales arrangement.  Therefore within set parameters the possibility of smoothing exists under US GAAP.
	Similar to IFRS

	Discretionary bonuses

	Bonus is recorded at interim periods only if it is a legal obligation or past practice would make the bonus a constructive obligation for which the enterprise has no realistic alternative but to make the payments.  It appears that an enterprise applying IAS 34 is less likely to record discretionary bonuses as compared to an enterprise applying APB 28.
	Under US GAAP discretionary year end bonuses are recorded in interim periods if they can be reasonably approximated.  
	Similar to IFRS

	Deferred tax

	APB 28 as amended by Statement 109, provides that the effect of a change in the beginning of the year balance of a valuation allowance as a result of a change in judgement about the realisability of the related deferred tax asset in future years should not be apportioned among interim periods through the adjustment of the effective tax rate.  Rather, it should be recognised in the interim period in which the change occurs.  IAS 34 and AS 25 requires adjustment of the effective tax rate.
	APB 28 as amended by Statement 109, provides that the effect of a change in the beginning of the year balance of a valuation allowance as a result of a change in judgement about the realisability of the related deferred tax asset in future years should not be apportioned among interim periods through the adjustment of the effective tax rate.  Rather, it should be recognised in the interim period in which the change occurs.  IAS 34 and AS 25 requires adjustment of the effective tax rate.
	APB 28 as amended by Statement 109, provides that the effect of a change in the beginning of the year balance of a valuation allowance as a result of a change in judgement about the realisability of the related deferred tax asset in future years should not be apportioned among interim periods through the adjustment of the effective tax rate.  Rather, it should be recognised in the interim period in which the change occurs.  IAS 34 and AS 25 requires adjustment of the effective tax rate.

	Impairment of assets

	Scope

	IAS 36 is applicable to financial assets classified as investment in subsidiaries, associates and joint ventures in stand-alone accounts. However, it does not apply to Investment property and biological assets.
	FAS 144 does not apply to equity instruments which are accounted under equity method of accounting. However, FAS 144 would apply to Investment property.
	Under Indian GAAP since impairment provision for investments in subsidiaries, associates and joint ventures is governed by AS 13 by way of provision for diminution in the value of investments, AS 28 doesn’t specifically cover the above items but it does apply to investment property

	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 shall estimate the recoverable amount of the asset.
 

 Irrespective of whether there is any indication of impairment, an entity shall also 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.  Different intangible assets may be tested for impairment at different times.  However, if such an intangible asset was initially recognised during the current annual period, that intangible asset shall be tested for impairment before the end of the current annual period.
 

Also goodwill acquired in a business combination is tested for impairment annually.
	An entity should review non-current assets and certain identifiable intangibles to be held and used for impairment whenever events or changes in circumstances indicate that the carrying amount of an asset may not be recoverable.
Under FAS 142, goodwill of a reporting unit should be tested for impairment on an annual basis and between annual tests if an event occurs or circumstances change that would more likely than not reduce the fair value of a reporting unit below its carrying amount. The annual impairment test may be performed at any time during the year but must be performed at the same time each year.  Different reporting units may be tested at different times.
A goodwill impairment test may be carried forward from one year to the next if certain criteria have been met.
	An enterprise should assess at each balance sheet date whether there is any indication that an asset may be impaired. If any such indication exists, the enterprise should estimate the recoverable amount of the asset. 
 

However, intangibles which are not yet available for use or intangibles which are amortised for greater than 10 years are tested for impairment annually irrespective of whether there are any indications for impairment.
 

	The impairment trigger under IAS 36 is the higher of an assets net selling price and value in use, which incorporates discounting.
 

Standard setters have debated whether to use a discounted or an undiscounted recognition trigger.  Proponents of the discounted measure, including the IASC, generally argue that, because discounting takes into consideration the time value of money, it is more relevant to investors and other users of financial statements.  
  
	SFAS 144 uses the sum of an asset’s undiscounted future cash flows.  All else being equal, the discounting of the measurement recognition under AS IAS 36 would result in impairment losses being recognised sooner under AS/IAS than under US GAAP.  
 

Proponents of an undiscounted measure, including the FASB, generally argue that the undiscounted measure is a practical alternative with a basic presumption underlying the financial statements that the reported carrying amount of assets should at a minimum is recoverable.  It avoids recognition of impairment caused by temporary market fluctuations.  Also, using the discounted basis for recognising impairment losses would require continuous and cumbersome evaluation similar to lower of cost or market measurement of inventory.  Therefore using the undiscounted basis for triggering recognition requirement was considered to be practical by FASB.  Argument against the undiscounted measure is that it does not consider time value of money.  Also, the switch from an undiscounted basis for triggering the recognition of impairment to a discounted basis for measuring it, can produce some anomalous results.  If a company forecasts even a tiny positive return on its assets it need record no impairment, but a very tiny negative return will require a significant write-down.  For these reasons IAS 36 prefer the discounted basis for both recognition and measurement of impairment losses.
	Similar to IFRS

	Measurement

	The impairment loss is the difference between the asset’s carrying amount and its recoverable amount. The recoverable amount is the higher of the asset’s net selling price and its value in use. Value in use is the future cash flows to be derived from the particular asset, discounted to present value using a pre-tax market-determined rate that reflects the current assessment of the time value of money and the risks specific to the asset.
	The impairment loss is based on the asset’s fair value, being either market value (if an active market for the asset exists), the best information available in the circumstances including the price for similar assets, or the sum of discounted future cash flows or other valuation techniques, using market assumptions. For assets to be disposed of, the loss recognised is the excess of the asset’s carrying amount over its fair value less cost to sell. Costs to sell include incremental direct costs to transact the sale that would not have been incurred except for the decision to sell. Such assets are not depreciated or amortised during the selling period.
	Similar to IFRS

	Proponents of the recoverable cost measure believe that impairment is the result of the inability to recover the carrying amount of an asset.  They do not view the decision to retain an impaired asset as an investment decision; rather, they view the recognition of an impairment loss as an adjustment to the historical cost of the asset.
 

In general an enterprise applying IAS 36 would recognise substantially different impairment losses than an enterprise applying SFAS 144.  However, in the following circumstances the impairment losses under the two standards may be comparable:
a. If there is an available market price for an asset and the asset’s net selling price is higher than its value in use, an enterprise applying IAS 36 generally would recognise about the same impairment loss as an enterprise applying SFAS 144 (if cost of disposals are not significant).  However, if the asset’s net selling price is less than its value in use, the impairment losses recognised would most likely differ. 

b. If there is not an available market price or other market information for an asset, an enterprise applying IAS 36 would measure an asset’s recoverable amount as its value in use, while an enterprise applying SFAS 144 would develop a surrogate for fair value by using other valuation approaches.  If the enterprise applying SFAS 144 developed a surrogate for fair value by discounting its estimates of an asset’s future cash flows at a market-based, asset specific rate of return and the estimates and the discount rates under both standards were similar, its fair value measure could be similar to a value in use measure. 

 
	FASB believes that fair value is an easily understood notion.  It is the amount at which an asset could be bought or sold in a current transaction between willing parties.  The fair value measure is basic to economic theory and is grounded in the reality of the market place.  Fair value estimates are readily available in published form for many assets, especially machinery and equipment.  Estimates of fair value also are subject to periodic verification whenever assets are exchanged in transactions between willing parties.  FASB concluded that a decision to continue to operate rather than sell an impaired asset is equivalent to a new asset purchase decision, and, therefore the impaired asset should be measured at its fair value.  Presumably, no entity would decide to continue to use an asset unless it was expected to produce more in terms of expected future cash flows or service potential than the alternative of selling it and reinvesting the proceeds.
 

Under SFAS 144 quoted market prices in active markets are the most objective and relevant measure of an assets fair value and should be used.  If a quoted market price is not available, then management should make a best estimate of the fair value, ie, develop a surrogate to the fair value using certain valuation techniques.  Example of valuation techniques are discounted cash flows, option pricing models, matrix pricing, option-adjusted spread models, and fundamental analysis.  FASB Concept Statement No 7, Using Cash Flow Information and Present Value in Accounting Measurements (CON 7), discusses the use of two present value techniques to estimate the fair value – the expected cash flow approach and the traditional present value approach.  The expected cash flow approach could be used when there are uncertainties both in the timing and amount of the cash flows and is similar to the probability-weighted approach – the cash flows are discounted using a risk-free rate.  The traditional present value technique uses a single set of estimated cash flows and a single interest rate (a rate commensurate with the risk).  These valuation techniques should be consistent with the objective of measuring fair value and should incorporate assumptions that market participants would use in their estimates of the assets fair value.  Sometimes it would be difficult to get the assumptions that market participants would use and the only information available without undue cost and effort will be the entity’s expected future cash flows from the assets use.
 

To summarise, under SFAS 144 recoverability test is used for determining the recognition criteria and fair valuation is used for measuring the impairment loss.  The recoverability test requires an entity to use its own assumptions when estimating cash flows, whereas, the fair value criteria requires the cash flows to be determined to reflect market place assumptions.  For example, an enterprise may operate a property as a bowling alley, even though others in the market place consider the best use to be a parking lot.  For the recoverability test to determine recognition of an impairment loss, cash flows will be based on the existing use of the property as a bowling alley.  However, for measuring impairment losses, fair valuation will be based on the market place assumption, ie, the valuation technique used should consider the use of the property as a parking lot.  In the case of IAS 36, both for recognising and measuring impairment losses cash flows based on entity’s existing use of the asset are used – ie, market place assumptions are not considered.
 

IASC’s (or AS) rationale for using of higher of net selling price and value in use is as follows:
a. IASC believes that no preference should be given to the market’s expectation of the recoverable amount of an asset over a reasonable estimate performed by the enterprise that owns the asset.  For example, an enterprise may have information about future cash flows that is superior to the information available in the market place.  Also, an enterprise may plan to use an asset in a manner different from the market’s view of the best use; 

b. Market values are a way to estimate fair value but only if they reflect the fact that both parties, the buyer and seller, are willing to enter into a transaction.  If an enterprise can generate greater cash flows by using an asset than by selling it, it would be misleading to base recoverable amount on the market price of the asset because a rational enterprise would not be willing to sell the asset.  Therefore, recoverable amount should not be based only on fair value but should also consider an asset’s service potential from its use by the enterprise; and 

c. In assessing the recoverable amount of an asset, it is the amount that an enterprise can expect to recover from that asset, including the synergy effect with other assets, which is relevant.  These synergies may not be reflected in the fair values determined by the market. 
	 

	The net selling price measure under IAS 36 reduces an asset’s fair value by cost of disposal without regard to whether the asset is to be held and used or disposed off.  
	SFAS 144 reduces an assets fair value by cost to sell only when the asset is to be disposed off.  If cost of disposal are significant, an enterprise applying IAS 36 that uses the net selling price as a measure of an asset’s recoverable amount for an asset to be held and used could recognise a greater impairment loss than that recognised for the same asset by an enterprise using SFAS 144.
	Similar to IFRS

	Reversal of Impairment losses

	An impairment loss recognised in prior periods for an asset other than goodwill shall be reversed if, and only if, there has been a change in the estimates used to determine the asset’s recoverable amount since the last impairment loss was recognised.  If this is the case, the carrying amount of the asset shall, be increased to its recoverable amount.  That increase is a reversal of an impairment loss.
 

 
	Restoration of previously recognised impairment loss is prohibited.
	An impairment loss recognised for an asset in prior accounting periods should be reversed if there has been a change in the estimates of cash inflows, cash outflows or discount rates used to determine the asset's recoverable amount since the last impairment loss was recognised. If this is the case, the carrying amount of the asset should be increased to its recoverable amount. That increase is a reversal of an impairment loss.

	An impairment loss recognized for goodwill shall not be reversed in a subsequent period.
	Restoration of previously recognised impairment loss is prohibited.
	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 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 cash-generating units, or groups of cash-generating units, that are expected to benefit from the synergies of the combination, irrespective of whether other assets or liabilities of the acquiree 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 a segment based on either the entity’s primary or the entity’s secondary reporting format determined in accordance with IAS 14 Segment Reporting. 
	Similar to IFRS
	Goodwill is allocated to CGU based on bottom-up approach, i.e identify whether allocated to a particular CGU on consistent and reasonable basis and then, compare the recoverable amount of the cash-generating unit under review to its carrying amount and recognize impairment loss.
 

However, if none of the carrying amount of goodwill can be allocated on a reasonable and consistent basis to the cash-generating unit under review; and if, in performing the 'bottom-up' test, the enterprise could not allocate the carrying amount of goodwill on a reasonable and consistent basis to the cash-generating unit under review, the enterprise should also perform a 'top-down' test, that is, the enterprise should identify the smallest cash-generating unit 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 'larger' cash-generating unit); and then, compare the recoverable amount of the larger cash-generating unit to its carrying amount and recognize impairment loss.

	As regards corporate assets, both bottom-up and top-down approach is required to be followed.
	Similar to IFRS
	Similar to IFRS

	Non-current assets held for sale

	Under both IFRS and US GAAP these are measured at lower of carrying amount and fair value less cost to sell.  Under US GAAP, accumulated foreign exchange translation differences should be included as part of the carrying amount when evaluating impairment of the net investment in a foreign operation that is held for sale.  There is no such requirement under IFRSs.
	Under both IFRS and US GAAP these are measured at lower of carrying amount and fair value less cost to sell.  Under US GAAP, accumulated foreign exchange translation differences should be included as part of the carrying amount when evaluating impairment of the net investment in a foreign operation that is held for sale.  There is no such requirement under IFRSs.
	Valued at lower of cost of NRV.

	Provisions, contingent liabilities and contingent assets

	Recognition criteria

	By providing recognition criteria based on “more likely than not,” IAS 37 creates a different recognition threshold than the “probable” criteria found in most U.S. pronouncements.  
 
	In contrast, US GAAP uses the term probable to describe a situation in which the outcome is likely to occur. The use of terms like probable is prone to subjective evaluation. If expressed as a statistical assessment, some might suggest that probable (as used in U.S. GAAP) requires an 80 percent or greater chance of occurrence. Others might suggest that the chance should be 70 percent or 90 percent. However, the FASB staff understands more likely than not to denote any statistical chance greater than 50 percent—a significantly lower threshold than the use of probable in U.S. accounting guidance and practice. All other things being equal, that difference in the definition of probable will likely result in earlier recognition (and perhaps derecognition) of liabilities by an enterprise following IAS 37 than would have been recognized had that enterprise applied U.S. GAAP.
	Similar to IFRS, except that restructuring provisions are based on legal obligation rather than constructive obligation.

	Measurement

	Current settlement is rarely an alternative for provisions, owing to the nature of the obligations that underlie them. IAS 37 acknowledges that fact: “It will often be impossible or prohibitively expensive to settle or transfer an obligation at the balance sheet date”. However, IAS 37 maintains that “the amount recognised as a provision should be the best estimate of the expenditure required to settle the present obligation at the balance sheet date” and describes different techniques for developing a best estimate of the settlement price that would exist if settlement were available in the marketplace. Those techniques should be understood in the context of estimating the fair value of the provision, rather than in accumulation of costs common to many U.S. pronouncements (cost-accumulation approach).
	If a range of estimates is present and no amount in the range is more likely than any other amount in the range, the minimum amount should be used to measure the liability. However, if any amount in the range is a better (more likely) estimate than other amounts in the range, that amount is used to measure the liability. This approach is not consistent with the settlement approach described in IAS 37, which would look to the midpoint of such a range.
 

 
	Provision based on best estimate.  No detailed guidance available.

	IAS 37 employs the statistical notion of expected value in estimating the settlement value of a provision. For example, an enterprise might estimate that the ultimate cost to be incurred has a 40 percent probability of 100 and a 60 percent probability of 10. Given those estimates, the expected cost is 46.  
	Under a cost-accumulation approach, that result is not viewed as representative of either of the amounts that the enterprise will pay—it will pay 10, or 100, but never 46. Under a cost-accumulation approach, the most likely outcome (10) would be recorded. The criticism may be meaningful in a cost-accumulation context but not in a settlement context. No third party would agree to accept that obligation for 10, and the enterprise would not agree to pay 100 unless compelled to do so. The price on which they would agree, the price of a settlement at the balance sheet date, is likely to be closer to 46 than to either of the extremes.
	Provision based on best estimate.  No detailed guidance available.

	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 discount rate (or rates) should be a pre-tax rate (or rates) that reflect(s) current market assessments of the time value of money and the risks specific to the liability.  The discount rate(s) should not reflect risks for which future cash flow estimates have been adjusted.
	A provision must only be discounted when the timing of the cash flows is fixed or reliably determinable. (Differences may arise in the selection of the discount rate, particularly in the area of asset retirement obligations.)
	Entity is not permitted to discount the provision to its present value.

	Restructuring provision

	Restructuring provision should be made based on constructive obligation. A constructive obligation to restructure arises only when an enterprise and has  raised a valid expectation in those affected that it will carry out the restructuring by starting to implement that plan or announcing its main features to those affected by it. 
 
	Similar to IFRS; however, US GAAP prohibits the recognition of a liability based solely on an entity’s commitment to a plan. Initial liabilities for restructurings, which meet the definition of a liability, are measured at fair value and must be evaluated each reporting period, with subsequent changes in fair value measured using an interest allocation approach.
	Restructuring provision should be made based on legal obligation. Restructuring provision should be made only when an enterprise is committed to sale and there is binding sale agreement.  VRS provision is made when the employee signs-up for the VRS scheme.

	Onerous contract

	If an enterprise has a contract that is onerous, the present obligation under the contract should be recognised and measured as a provision.
	Similar to IFRS
	AS-29 was subsequently revised to require provision for onerous contracts.  The requirements are similar to IFRS, except that discounting of the onerous provision is prohibited.

	Contingent asset

	A contingent asset is disclosed in financial statements where an inflow of economic benefits is probable
	Similar to IFRS
	A contingent asset cannot be  disclosed in financial statements. However, the same can be disclosed in director’s report.

	Future legislations

	IAS 37 allows an enterprise to consider the effect of new legislation if there is evidence that the proposed legislation is “virtually certain to be enacted”. 
	FASB do not allow the effects of legislation to be considered until it is enacted and signed into law.
 
	IFRS may be applied.

	Decommissioning and restoration liabilities

	Liability is recognized with a corresponding effect to PPE.  Changes in estimates or discount rates are recognized immediately with the corresponding effect to PPE.  The unwinding of discount is taken to the income statement.
	Similar to IFRS, except that the criteria for accrual and capitalization are more stringent – for example, there has to be an existing legal obligation and the cost is recorded only if reasonable estimate of fair value can be made.
	Provision is at undiscounted amounts.

	Disclosure of a contingent liability

	Permits reduced disclosure if disclosure prejudicial to the interest of the entity.
	No exemptions
	Similar to IFRS.

	Intangible assets

	Definition

	An identifiable non-monetary asset without physical substance. May be acquired or internally generated.
	Similar to IFRS
	An identifiable non-monetary asset without physical substance controlled by the entity and held for use in the production or supply of goods or services, for rental to others, or for administration purposes. May be acquired or internally generated.

	Intangibles acquired as a part of business combination

	In accordance with IFRS 3 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 is recorded by the acquirer irrespective of whether the asset had been recognised by the acquiree before the business combination
	If an intangible asset is acquired in a business combination it should be included at estimated fair values.  An intangible asset is recognised apart from goodwill if it: arises from contractual or other legal rights (regardless of whether those rights are transferable or separable); or is separable (regardless of intent).
 
	If an intangible asset is acquired in an amalgamation in the nature of purchase, the same should be accounted at cost or fair value if the cost/fair value can be reliably measured. If the same is not reliably measurable it is included as a part of goodwill. Intangible is recorded even if that intangible asset had not been recognised 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 acquiree, the acquirer would not be able to record the same.

	Research and development

	No intangible asset arising from research (or from the research phase of an internal project) shall be recognised.  Expenditure on research (or on the research phase of an internal project) shall be recognised as an expense when it is incurred.
 

An intangible asset arising from development (or from the development phase of an internal project) shall be recognised if, and only if, an entity can demonstrate all of the following:
· the technical feasibility of completing the intangible asset so that it will be available for use or sale. 

· its intention to complete the intangible asset and use or sell it. 

· its ability to use or sell the intangible asset. 

· how the intangible asset will generate probable future economic benefits.  Among other things, the entity can demonstrate the existence of a market for the output of the intangible asset or the intangible asset itself or, if it is to be used internally, the usefulness of the intangible asset. 

· the availability of adequate technical, financial and other resources to complete the development and to use or sell the intangible asset. 

· its ability to measure reliably the expenditure attributable to the intangible asset during its development. 
	US GAAP requires research and development costs to be expensed as incurred, making the recognition of internally generated intangible assets rare. However, separate rules apply to development costs for computer software that is to be sold. Here capitalization (and amortisation) applies once technological feasibility is established. Capitalisation ceases when the product is available for general release to customers. Similar rules apply to certain elements of development costs for computer software developed for internal use.
 

FAS 2 requires all development costs to be expensed.  FAS 86 however makes an exception in relation to software development expenses, which should be capitalised only after technological feasibility is established.  FASB had four options to consider whilst preparing FAS 2, ie (a) charge all cost to expense when incurred (b) capitalise all costs when incurred (c) capitalise costs when incurred if specific conditions are fulfilled and charge all other costs to expense (d) accumulate all costs in a special category until the existence of future benefits can be determined.  FASB concluded that all R&D expenses should be charged to expenses when incurred, for reasons discussed below.
 

There is normally a high degree of uncertainty about the future benefits of individual research and development projects, although the element of uncertainty may diminish as the project progresses.  Estimates of the rate of success of R&D projects vary markedly-depending in part on how narrowly one defines a ‘project’ and how one defines ‘success’ – but such estimates indicate a high failure rate.  For example, one study of a number of industries found that an average of less than 2% of new product ideas and less than 15% of product development projects were commercially successful.  Even after a project has passed beyond the R&D stage, and a new or improved product or process is being marketed or used, the failure rate is high.  Estimates of new product failure range from 30-90% depending on the definition of failure used.  One study concludes that ‘four about every three products emerging from R&D department as technical successes, there is average of only one commercial success.  That study goes on to say that ‘of all the dollars of new product expense, almost 3/4th go to unsuccessful products.
 

A direct relationship between R&D costs and specific future revenue generally has not been demonstrated, even with the benefit of hindsight.  For example, three empirical research studies, which focus on companies in industries intensively involved in R&D activities, generally failed to find a significant correlation between R&D expenditures and increased future benefits.
 

The criterion of measurability would require that a resource not be recognised as an asset for accounting purposes unless at the time it is acquired or developed its future economic benefits can be identified and objectively measured.  Due to the uncertainty involved, there is no indication that an economic resource has been created.  Moreover, even if at some point in the progress of an individual R&D project the expectation of future benefits becomes sufficiently high to indicate that an economic resource has been created, the question remains whether that resource should be recognised as an asset for accounting purposes.  Although future benefits from a particular R&D project may be foreseen, they generally cannot be measured with a reasonable degree of certainty.  R&D costs therefore fail to satisfy the suggested measurability test for accounting recognition as an asset.
 

Some costs are recognised as expenses on the basis of a presumed direct association with specific revenue; recognising them as expenses accompanies recognition of the revenue.  This is known as cause and effect.  If an asset provides benefits for several periods its cost is allocated to the periods in a systematic and rational manner in the absence of a more direct basis for associating cause and effect.  Some costs are associated with the current accounting period as expense because (a) costs incurred during the period provide no discernible future benefits (b) costs recorded as assets in prior periods no longer provide discernible benefits, or (c) allocating costs either on the basis of association with revenue or among several accounting periods is considered to serve no useful purpose.  The principle of immediate recognition also requires that items carried as assets in prior periods that are discovered to have no discernible future benefit be charged to expense, for example, a patent that is determined to be worthless.  Since evidence of direct causal relationship between R&D expenditure and future benefits has not been found and due to high degree of uncertainty on future economic benefits, R&D expenses should be charged to expense immediately.  The notion of ‘matching’ – when used to refer to the process of recognising costs as expenses on any sort of cause and effect basis – cannot be applied to R&D costs.  Indeed the general lack of discernible future benefits at the time the costs are incurred indicates that the ‘immediate recognition’ principle of expense recognition should apply.
 

Certain costs are immediately recognised as expense because allocating them to several accounting periods is considered to serve no useful purpose.  The FASB interviews with selected bankers and analysts suggested that the relationship between current R&D expense and future benefits is so uncertain that capitalisation of any R&D costs is not useful in assessing the earning potential of the enterprise.  Therefore, it is unlikely that one’s ability to predict the return on an investment and the variability of that return would be enhanced by capitalisation.
 

The board believes that it is not appropriate to consider accounting for R&D on an aggregate or total enterprises basis for several reasons.  For accounting purpose the expectation of future benefits generally is not evaluated in relation to broad categories of expenditures on an enterprise-wide basis but rather in relation to individual or related transactions or projects.  Also, an enterprise’s total R&D program may consist of a number of projects at varying stages of completion and with varying degrees of uncertainty as to their ultimate success.  If R&D were capitalised on an enterprise-wide basis, a meaningful method of amortisation could not be developed because the period of benefit could not be determined.  Moreover, 90% of the respondents to a survey reported in AICPA, indicated that their company’s philosophy is that R&D expenditures are intended to be recovered by current revenues rather than by revenue from new products.
Selective capitalisation – capitalising R&D when incurred if specified conditions are fulfilled and charging to expense all other R&D costs – requires establishment of conditions that must be fulfilled before R&D costs are capitalised.  The board considered a number of factors on which prerequisite conditions might be based, including the following:
Definition of a product or process: The new or improved product or process must be defined
Technological feasibility: The new or improved product or process must be determined to be technologically feasible
Marketability/Usefulness: The marketability of the product or process or, if it is to be used internally rather than sold, its usefulness to the enterprise must be substantially assured
Economic feasibility: Probability of future economic benefits sufficient to recover all capitalised costs must be high.  Encompassed by the notion of economic feasibility is measurability of future benefits.  Also implicit is the ability to associate particular future benefits with particular costs.
Management action: Management must have definitely decided to produce and market or use the new product or process or to incorporate the significant improvement into an existing product or process.
Distortion of net income comparisons: Capitalisation or immediate charging to expense of R&D costs must be determined on the basis of whether interperiod comparisons of net income would be materially distorted.
 

None of the above factors, however, lends itself to establishing a condition that could be objectively and comparably applied by all enterprises.  Considerable judgement is required to identify the point in the progress of a R&D project at which a new or improved product or process is defined or is determined to be ‘technologically feasible’, marketable or useful.  Nor can the probability of future benefits be readily assessed.  A management decision to proceed with production does not necessarily assure future benefits.  The board does not believe that distortion of net income comparisons, is an operable criterion by which to decide whether research and development costs should be capitalised because the point at which net income comparisons might be distorted cannot be defined.  Moreover, in assessing risk financial statement users have indicated that they seek information about the variability of earnings.  The board concluded that no set of conditions that might be established for capitalisation of costs could achieve the comparability amongst enterprises that proponents of ‘selective capitalisation’ cite as a primary objective of that approach.  If selective capitalisation were applied only to cost incurred after fulfillment of the specified conditions, only a portion of the total costs of a particular R&D project would be capitalised and amortised.  Thus the capitalised amount would not indicate the total costs incurred to produce future benefits, nor would the amount of periodic amortisation of capitalised costs represent a ‘matching’ of costs and benefits.  Selective capitalisation might involve retroactive capitalisation of previously incurred costs in addition to capitalisation of costs incurred after fulfillment of the specified conditions.  However, many R&D costs incurred before fulfillment of the conditions are not likely to be directly identifiable with the particular new or improved product or process for which costs would be capitalised.  Moreover, retroactive capitalisation of costs previously charged to expense is contrary to present accounting practice for other transactions whose initial accounting is not altered as a result of hindsight.  The preparation of periodic financial statements requires many estimates and judgements for which restatements are not made in retrospect.
 
	Similar to IFRS

	Research or development expenditure that relates to an in-process research or development project acquired separately or in a business combination is recognised as an intangible asset. Subsequent expenditure based on principle mentioned above.
	In process research and development is valued at fair value and expensed immediately unless it has alternative future use.
	No specific guidance 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.

	Computer software development

	Capitalisation is commenced when the technical feasibility criteria’s are met (same rule applies to all R&D).
	FAS 86 is more prescriptive as to when capitalization should commence.  For example, either a detailed program design must be completed and reviewed, or a product design and a working model of the product must have been completed, before capitalization can commence.
The point at which costs cease to be capitalized may also be different under IFRSs and US GAAP.  FAS 86 requires capitalization to cease when the product is available for general release to customers.  IAS 38 defines the cost of an internally generated intangible as comprising all directly attributable costs necessary to produce the intangible to be capable of operating in a manner intended by management.
	Similar to IFRS.

	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.  Revaluation model is permitted only where there is an active market for the underlying intangibles.
	Revaluation is prohibited. Intangible assets subject to amortisation are carried at amortised cost unless impaired. Intangible assets not subject to amortisation are carried at historical cost unless impaired.
	After initial recognition, an intangible asset should be carried at its cost less any accumulated amortisation 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 would constitute useful life.  An intangible asset shall be regarded by the entity as having an indefinite useful life when, based on an analysis of all of the relevant factors, there is no foreseeable limit to the period over which the asset is expected to generate net cash inflows for the entity. 
	Similar to IFRS
	There is a rebuttable presumption that the useful life of an intangible asset will not exceed ten years from the date when the asset is available for use. 

	Amortisation

	The depreciable amount of an intangible asset with a finite useful life shall be allocated on a systematic basis over its useful life.  Amortisation shall begin when the asset is available for use, ie when it is in the location and condition necessary for it to be capable of operating in the manner intended by management.  Amortisation shall cease at the earlier of the date that the asset is classified as held for sale (or included in a disposal group that is classified as held for sale) in accordance with IFRS 5 Non-current Assets Held for Sale and Discontinued Operations and the date that the asset is derecognised.  The amortisation method used shall reflect the pattern in which the asset’s future economic benefits are expected to be consumed by the entity.  If that pattern cannot be determined reliably, the straight-line method shall be used.
	Similar to IFRS.  An intangible asset with a finite useful life is amortised; an intangible asset with an indefinite useful life is not amortised. A recognised intangible asset should be amortised over its useful life unless that life is indefinite.  If the useful life is finite but the actual length of life is not known then amortisation should be based on the best estimate of useful life.  The method of amortisation should reflect the pattern of depletion of economic benefits from the intangible asset.  If that pattern cannot be reliably determined, a straight-line amortisation should be used.
FAS 86 requires annual amortization of computer software costs to be greater of (a) the ratio of current revenues for a product over current and future revenues for a product, or (b) the straight line method over the products estimated economic life.  This specific requirement of amortization for computer software compared to the general requirement under IFRS may cause a difference between the two GAAPs.
	Amortisation is done over useful life but should not exceed 10 years, unless there is persuasive evidence for amortising over a longer period.  Both finite life and indefinite life intangibles are required to be amortised.

	Impairment

	Intangible asset with finite life is required to be tested for impairment as per provisions of IAS 36. An intangible asset with an indefinite useful life and which is not yet available for use should be tested for impairment annually and whenever there is an indication that the intangible asset may be impaired. 
	Similar to IFRS, except that reversal of impairment losses are prohibited.
	In addition to the requirements of AS-28, an enterprise should estimate the recoverable amount of the following intangible assets at least at each financial year end even if there is no indication that the asset is impaired: 
· an intangible asset that is not yet available for use; and 

· an intangible asset that is amortised over a period exceeding ten years from the date when the asset is available for use. 

	Emission rights

	IFRIC 3 Emission Rights requires a participant in an operational ‘cap and trade’ scheme to account for emission rights as an intangible asset under IAS 38.  Initial recognition is at fair value, even if they were issued for less than fair value.  The allowances should be subsequently measured using either the cost model or revaluation model.  The difference between the amount paid and the fair value of the allowances is a government grant that is initially recognized as deferred income and subsequently as income on a systematic basis over the compliance period for which the allowances were issued.
	No specific guidance and therefore disparate practices exist.
	No specific guidance and therefore disparate practices exist.

	Financial Instruments

	Definition of financial instrument

	A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or equity instrument of another entity.  
A financial asset is any asset that is (a) cash, (b) an equity instrument of another entity; (c) contractual right to (i) to receive cash or another financial asset from another entity; or (ii) to exchange financial assets or financial liabilities with another entity under conditions that are potentially favourable to the entity; or (d) a contract that will or may be settled in the entity’s own equity instruments and is (i) a non-derivative for which the entity is or may be obliged to receive a variable number of the entity’s own equity instruments; or (ii) a derivative that will or may be settled other than by the exchange of a fixed amount of cash or another financial asset for a fixed number of the entity’s own equity instruments.  For this purpose the entity’s own equity instruments do not include instruments that are themselves contracts for the future receipt or delivery of the entity’s own equity instruments.
A financial liability is any liability that is: (a) a contractual obligation (i)  to deliver cash or another financial asset to another entity; or  (ii) to exchange financial assets or financial liabilities with another entity under conditions that are potentially unfavourable to the entity; or  (b) a contract that will or may be settled in the entity’s own equity instruments and is (i)  a non-derivative for which the entity is or may be obliged to deliver a variable number of the entity’s own equity instruments; or (ii) a derivative that will or may be settled other than by the exchange of a fixed amount of cash or another financial asset for a fixed number of the entity’s own equity instruments.  For this purpose the entity’s own equity instruments do not include instruments that are themselves contracts for the future receipt or delivery of the entity’s own equity instruments.
	Financial instrument is defined as cash, evidence of an ownership interest in an entity, e.g. common stock, warrants or options etc.; or a contract that both imposes on one entity a contractual obligation (1) to deliver cash or another financial instrument to a second entity or (2) to exchange financial instruments on potentially unfavourable terms with the second entity; and conveys to that second entity a contractual right (1) to receive cash or another financial instrument from the first entity or (2) to exchange other financial instruments on potentially favourable terms with the first entity.
 

 

 

 
	No specific standard on financial instrument.

	Classification of financial instrument between liability and equity

	The issuer of a financial instrument shall classify the instrument, or its component parts, on initial recognition as a financial liability, a financial asset or an equity instrument in accordance with the substance of the contractual arrangement and the definitions of a financial liability, a financial asset and an equity instrument. 
The instrument is an equity instrument if, and only if, both conditions (a) and (b) below are met. 
a. The instrument includes no contractual obligation (i) to deliver cash or another financial asset to another entity; or  (ii) to exchange financial assets or financial liabilities with another entity under conditions that are potentially unfavourable to the issuer. 

b. If the instrument will or may be settled in the issuer’s own equity instruments, it is a non-derivative that includes no contractual obligation for the issuer to deliver a variable number of its own equity instruments; or a derivative that will be settled only by the issuer exchanging a fixed amount of cash or another financial asset for a fixed number of its own equity instruments.  For this purpose the issuer’s own equity instruments do not include instruments that are themselves contracts for the future receipt or delivery of the issuer’s own equity instruments. 
	Under the definitions of assets and liabilities in the FASB's conceptual framework, liabilities are claims to the entity's assets while equity is the residual interest in the assets of an entity that remains after deducting its liabilities.  Its key distinguishing feature is that equity does not carry 'an unconditional right to receive future transfers of assets from the entity except in liquidation, and then only after liabilities have been satisfied'.
When evaluating a capital instrument, this model first requires the issuer to determine whether the instrument qualifies as a liability; if it does not, it should be included in equity.  
 
	No specific standard on financial instrument.  Classification based on form rather than substance.  Preference shares are treated as capital, even though in many case in substance it may be a liability.

	Accounting for compound financial instruments

	Compound financial instruments are subjected to split accounting whereby liability and equity component is recorded separately.
	Recognised as a liability, although a few instruments such as those with detachable warrants require split accounting. Unlike IFRS, detachable warrants that are issued with mandatorily redeemable preferred stock will now have to be recorded at the residual amount (i.e., the amount left over after the preferred stock has been valued at fair value). However, detachable warrants issued with debt are still recorded using a relative fair value approach.
	No specific standard on financial instrument. No split accounting is done. Financial instrument is classified as either liability or equity, depending on primary nature of instrument. A convertible debenture would be treated as a liability, and a convertible preference share would be treated as an equity.

	Treasury Shares

	If an entity reacquires its own equity instruments, those instruments (‘treasury shares’) shall be deducted from equity.  No gain or loss shall be recognised in profit or loss on the purchase, sale, issue or cancellation of an entity’s own equity instruments.  Such treasury shares may be acquired and held by the entity or by other members of the consolidated group.  Consideration paid or received shall be recognised directly in equity.  
	Similar to IFRS except when treasury shares are purchased with the intention of retiring the stock, in which case, the entity has an option to charge the excess of cost over its par value entirely to retained earnings or entirely to additional paid-in-capital or allocate between the two.
	No specific standard on financial instrument. When an entity’s own shares are repurchased, the shares are cancelled and shown as a deduction from shareholders’ equity (they cannot be held as treasury stock). If the buy back is funded through free reserves, amount equivalent to buy-back should be credited to Capital Redemption Reserve. No guidance available for accounting for premium payable on buy-back. Various alternatives available – adjusting the same against securities premium, etc.

	Financial asset

	Financial asset is classified in four categories: financial asset at fair value through P&L A/c, held to maturity, loans and receivables and available for sale.
 

The pre-revised standard allowed the fair value through profit and loss account to be used as a residual category.  However, a revision of the standard has imposed significant restrictions on using fair value through profit and loss account.  The same can be used when the financial assets are meant for trading, or are being managed on a portfolio basis or contain embedded derivatives that need to be measured at fair value.  Derivatives are measured at fair values.  Fair value is also used when it eliminates measurement or recognition inconsistency.
	FAS 115 classifies investments into three categories held for trading, held to maturity and available for sale.  Fair value is used to value instruments which are traded, which is indicated by frequent buying and selling.  FAS 155 allows the option to designate financial assets at fair value through profit and loss account only if it is a hybrid financial instrument that contains an embedded derivative that would otherwise require separation.
	No specific standard on financial instrument. However, AS 13 classifies investment into long-term and short-term investment.  Long term investments are recorded at cost less diminution other than temporary.  Short term investments are recorded at lower of cost or market.  Detail classification exists for banks as per RBI guidelines.

	Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments and fixed maturity that an entity has the positive intention and ability to hold to maturity. Initial measurement is at fair value plus transaction cost. Subsequent measurement is at amortised cost using effective interest method.
 

When an entity sells more than an insignificant amount of HTM assets, it is prohibited from using the HTM classification for two full annual reporting periods.  The entity should also reclassify all its HTM assets as AFS assets.
	Similar to IFRS, except that US GAAP is silent about when tainting ceases.  Nevertheless for listed companies, SEC requires the taint period to be two years.
	No specific standard on financial instrument. As per AS-13, HTM investments are recognized at cost and interest is based on time proportion basis.

	Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market. Initial measurement is at fair value plus transaction cost. Subsequent measurement is at amortised cost using effective interest method.
	Similar to IFRS, though under US GAAP a category as loans and receivables is not separately carved out.
	No specific standard on financial instrument. Loans and receivables are stated at cost. Interest income on loans are recognized based on time-proportion basis as per the rates mentioned in loan agreement.

	Available-for-sale financial assets are those non-derivative financial assets that are designated as available for sale or are not classified as (a) loans and receivables, (b) held-to-maturity investments or (c) financial assets at fair value through profit or loss. Initial measurement is at fair value plus transaction cost. Subsequent measurement is at fair value. Changes in fair value is accounted in equity and is recycled to P&L A/c when it is realized or impaired.  Foreign exchange gains/losses on debt securities are recognized in the income statement.
	Similar to IFRS.  Changes in fair values are reported in other comprehensive income.  Foreign exchange gains/losses on debt securities are recognized in equity.
	No specific standard on financial instrument. No such classification.  

	Reclassification of financial assets 

	Reclassifications between categories are relatively uncommon under IFRS and are prohibited into and out of the fair value through profit or loss category. 
Reclassifications from the held-to-maturity category as a result of a change of intent or ability are treated as sales and, other than in exceptional circumstances, result in the whole category being “tainted”. The most common reason for a reclassification out of the category, therefore, is when the whole category is tainted and has to be reclassified as available-for-sale for two years. In such circumstances, the assets are remeasured to fair value, with any difference recognised in equity. An instrument may be reclassified into the category where the tainted held-to-maturity portfolio has been “cleansed”. In this case, the financial asset’s carrying value at the date of reclassification is recharacterised as amortised cost. Any unrealised gains and losses already recognised remain in equity until the asset is impaired or derecognized, if the financial asset does not have a fixed maturity.  In case of a financial asset with a fixed maturity, the gain or loss shall be amortised to profit or loss over the remaining life of the HTM investment using effective interest method.
	The following rules apply under US GAAP to the transfer of financial assets between categories:
· Held-to-maturity investments
An entity must reclassify a financial asset from the held-to-maturity category when there has been a change of intent or ability, or there has been evidence of short-term profit taking. Where the reclassification is to held-for-trading, the asset must be re-measured to fair value with the difference recognised in the income statement. Where the financial asset is reclassified from held-to-maturity to available-for-sale, the asset must be re-measured to fair value with the difference recognised in equity. Such a transfer may trigger tainting provisions.
If an entity transfers an asset into the held-to-maturity category, the asset’s fair value at the date of reclassification becomes its amortised cost. Any previous gain or loss recognised in equity must be amortised over the remaining life of the held-to-maturity investment. Any difference between the new amortised cost and the amount due at maturity must be treated as an adjustment of yield.
· Available-for-sale financial assets
Transfers from available-for-sale into trading only arise if an asset is subsequently included in a portfolio with a pattern of short-term profit-taking. The financial asset will already be carried at fair value, and any previous fair value gain or loss that has been recognised in equity must only be recognised in the income statement immediately.
	No specific standard on financial instrument. No such classification.  Where long-term investments are reclassified as current investments, transfers are made at the lower of cost and carrying amount at the date of transfer. Where investments are reclassified from current to long-term, transfers are made at the lower of cost and fair value at the date of transfer.

	Reversal of Impairment

	Though IFRS and US GAAP contain similar impairment provisions, the provisions relating to reversal are somewhat different.  US GAAP prohibits the reversal of an impairment charge on AFS debt and equity securities.  IFRS requires changes in value of AFS debt securities, identified as reversals of previous impairment, to be recognized in the income statement.  IFRS like US GAAP, prohibits reversal of impairment of AFS equity securities.
	Though IFRS and US GAAP contain similar impairment provisions, the provisions relating to reversal are somewhat different.  US GAAP prohibits the reversal of an impairment charge on AFS debt and equity securities.  IFRS requires changes in value of AFS debt securities, identified as reversals of previous impairment, to be recognized in the income statement.  IFRS like US GAAP, prohibits reversal of impairment of AFS equity securities.
	On long term investments, diminution other than temporary is provided for.  AS-13 does not however lay down impairment indicators.  The diminution is adjusted for increase/decrease, with the effect being taken to the income statement.

	Derecognition

	An entity shall derecognise a financial asset when, (a) the contractual rights to the cash flows from the financial asset expire; or (b) when the entity has transferred substantially all risks and rewards from the financial assets; or (c) when the entity has (1) neither transferred substantially all, nor retained substantially all, the risks and rewards from the financial asset but (2) at the same time has assumed an obligation to pay those cash flows to one or more entities.
 
	Financial assets should be derecognized under US GAAP when the transferor has surrendered control over the transferred assets.  FAS 140 focuses on legal considerations (such as legal isolation from the transferor) but does not explicitly consider whether substantially all risks and rewards have been transferred by the transferor.  Difference between IFRS and US GAAP are likely to arise in situations where legal control is retained by the transferor while substantially all risks and rewards have been transferred.
	Guidance Note on Accounting for Securitisation requires derecognition of financial asset if the originator loses control of the contractual rights that comprise the securitized assets.

	Financial liability

	Classification and measurement

	Financial liability is classified into two categories 1) financial liability at fair value through P&L b) residual category. All derivatives that are liabilities (except qualifying hedging instruments) are trading liabilities. Other trading liabilities may include a short position in securities. Initial measurement is at cost, being the fair value of a consideration received, less transaction costs. Financial liabilities at fair value through profit or loss (including trading) liabilities are measured at fair value (the change is recognised in the income statement for the period). All other (non-trading) liabilities are carried at amortised cost.
 

Through a revision, significant restrictions have been imposed on using the fair value through profit and loss category.
	Generally similar to IFRS: however, there are certain specific measurement criteria for financial instruments.
	No specific standard on financial instrument.

	Derecognition

	An entity shall remove a financial liability (or a part of a financial liability) from its balance sheet when, and only when, it is extinguished-ie when the obligation specified in the contract is discharged or cancelled or expires.  A liability is also considered extinguished if there is a substantial modification in the terms of the instrument – for example, where the discounted present value on new cash flows is different from the previous cash flows by atleast 10%.
 

The difference between the carrying amount of a liability extinguished or transferred and the amount paid for it should be recognized in income statement.
	Similar to IFRS.
	No specific standard on financial instrument.

	Derivatives and hedging

	Definition

	A derivative is a financial instrument or other contract within the scope of this IAS 39 with all three of the following characteristics :
· its value changes in response to the change in a specified interest rate, financial instrument price, commodity price, foreign exchange rate, index of prices or rates, credit rating or credit index, or other variable, provided in the case of a non-financial variable that the variable is not specific to a party to the contract (sometimes called the 'underlying'); 

· it requires no initial net investment or an initial net investment that is smaller than would be required for other types of contracts that would be expected to have a similar response to changes in market factors; and 

· it is settled at a future date. 
	A derivative is a financial instrument or other contract with the following characteristics:
· its cash flows or fair value must fluctuate and vary based on the changes in one or more underlying variables; 

· the contract must be based on one or more notional amounts or payment provisions or both, even though title to that amount never changes hands.  The underlying and notional amount determine the amount of settlement and even whether or not a settlement is required; 

· the contract requires no initial net investment, or an insignificant initial net investment; and
  

· the contract can readily be settled by a net cash payment, or with an asset that is readily convertible to cash. 
	No specific standard on financial instrument.

	Measurement of derivatives

	Derivatives are initially recognised at fair value. After initial recognition, an entity shall measure financial assets, including derivatives that are assets, at their fair values, without any deduction for transaction costs. Changes in fair value is recognised in income statement unless it satisfies hedge criteria. Embedded derivatives need to be separated and fair valued.
	Similar to IFRS
	No specific standard on financial instrument.

	Hedge accounting

	Criteria for hedge accounting

	Hedge accounting is permitted if at the inception of the hedge and on an ongoing basis, the hedge will be highly effective within the 80-125% range. Stringent documentation criteria’s have also been prescribed.
	Similar to IFRS.
 
	No specific standard on financial instrument.

	Hedged items

	If the hedged item is a financial asset or financial liability, it may be a hedged item with respect to the risks associated with only a portion of its cash flows or fair value (such as one or more selected contractual cash flows or portions of them or a percentage of the fair value) provided that effectiveness can be measured. 
	The designated risk must be the risk of changes in: the overall fair value or cash flow; market interest rates; foreign currency exchange rates; or the “obligor’s” creditworthiness.  Portions of risk cannot be designated as the hedged risk.
	No specific standard on financial instrument.

	A Firm commitment to acquire a business cannot be a hedged item, except for foreign exchange risk, because the other risks that are hedged cannot be specifically identified and measured.
	A Firm commitment to acquire a business cannot be a hedged item, including foreign exchange risks.
	No specific standard on financial instrument.

	· If the hedged item is a non-financial asset or liability, it may be designated as a hedged item only for foreign currency risk, or in its entirety because of the difficulty of isolating other risks 

· If similar assets or liabilities are aggregated and hedged as a group, the change in fair value attributable to the hedged risk for individual items should be proportionate to the change in fair value for the group 

· HTM assets cannot be designated for interest-rate or prepayment risks 

· The foreign currency risk of a highly probable forecast intragroup transaction may qualify as a hedged item in CFS provided that the transaction is denominated in a currency other than the functional currency of the entity entering into that transaction and the foreign currency risk will affect consolidated profit and loss 
	Similar to IFRS.
	No specific standard on financial instrument.

	Hedging instrument

	Can be a derivative, embedded derivative or a non-derivative financial asset/liability.
	A non-derivative can hedge currency risk only for a net investment in a foreign entity, or a firm commitment.
	No specific standard on financial instrument.

	Under IFRS only instruments that involve an external party can be designated as hedging instruments.
	Under US GAAP, certain internal derivatives can qualify as a hedging instrument for cash flow hedges of foreign currency risk if specific conditions are met
	No specific standard on financial instrument.

	Written options do not qualify as hedging instruments; unless combined with a purchase option and a net premium is paid.
	Written option can be designated as hedging instrument subject to fulfillment of certain strict criteria’s.  Generally they would not qualify as hedging instruments.
	No specific standard on financial instrument.

	One instrument can hedge more than one risk in two or more hedged items, under certain circumstances
	Not permitted to separate derivative into components representing different risks and designating any such component as the hedging instrument
	No specific standard on financial instrument.

	Hedge relationship

	Hedging relationships are of three types:
· fair value hedge: a hedge of the exposure to changes in fair value of a recognised asset or liability or an unrecognised firm commitment, or an identified portion of such an asset, liability or firm commitment, that is attributable to a particular risk and could affect profit or loss. 

· cash flow hedge: a hedge of the exposure to variability in cash flows that (i) is attributable to a particular risk associated with a recognised asset or liability (such as all or some future interest payments on variable rate debt) or a highly probable forecast transaction and (ii) could affect profit or loss. 

· hedge of a net investment in a foreign operation 
	Similar to IFRS.
	No specific standard on financial instrument.

	Measurement 

	Fair value hedge shall be accounted for as follows:
· the gain or loss from remeasuring the hedging instrument at fair value (for a derivative hedging instrument) or the foreign currency component of its carrying amount measured in accordance with IAS 21 (for a non-derivative hedging instrument) shall be recognised in profit or loss; and 

· the gain or loss on the hedged item attributable to the hedged risk shall adjust the carrying amount of the hedged item and be recognised in profit or loss.  This applies if the hedged item is otherwise measured at cost.  Recognition of the gain or loss attributable to the hedged risk in profit or loss applies if the hedged item is an available-for-sale financial asset.  
	Similar to IFRS
	No specific standard on financial instrument.

	If a cash flow hedge meets the conditions it shall be accounted for as follows: 
· the portion of the gain or loss on the hedging instrument that is determined to be an effective hedge shall be recognised directly in equity through the statement of changes in equity; and  

· the ineffective portion of the gain or loss on the hedging instrument shall be recognised in profit or loss.  

Gains and losses on financial instruments used to hedge forecasted asset and liability acquisitions may be included in the cost of the non-financial asset or liability – but this is not permitted for financial assets or liabilities.
	Similar to IFRS.
 

 

 

 

 

 

 

 

 




Gains and losses on financial instruments used to hedge forecasted asset and liability acquisitions is not permitted to be included in the cost of the non-financial asset or liability Instead, all gains and losses are subsequently released to the income statement concurrent with the deferred recognition of the hedged item (basis adjustment not allowed).
	No specific standard on financial instrument.

	Hedges of a net investment in a foreign operation, including a hedge of a monetary item that is accounted for as part of the net investment, shall be accounted for similarly to cash flow hedges i.e. the portion of the gain or loss on the hedging instrument that is determined to be an effective hedge  shall be recognised directly in equity through the statement of changes in equity; and the ineffective portion shall be recognised in profit or loss. The gain or loss on the hedging instrument relating to the effective portion of the hedge that has been recognised directly in equity shall be recognised in profit or loss on disposal of the foreign operation. 
	Similar to IFRS. 
	No specific standard on financial instrument.

	Investment property

	Definition

	Investment property is property (land or a building-or part of a building-or both) held (by the owner or by the lessee under a finance lease) to earn rentals or for capital appreciation or both, rather than for: use in the production or supply of goods or services or for administrative purposes; or sale in the ordinary course of business.
	Under US GAAP there are no specific rules concerning accounting for investment property directly held by the reporting entity.  However, accounting guidance does exist regarding accounting by real estate investment entities and transactions involving real estate held through an intermediate entity.
	An investment property is an investment in land or buildings that are not intended to be occupied substantially for use by, or in the operations of, the investing enterprise.

	Initial measurement

	An investment property shall be measured initially at its cost.  Transaction costs shall be included in the initial measurement. The cost of a purchased investment property comprises its purchase price and any directly attributable costs such as professional fees for legal services, property transfer taxes and other transaction costs. Self-constructed property must be accounted for as PPE until construction or development is complete when it becomes an investment property. Property under finance or operating lease can also be classified as investment property.
	No specific rules for investment property. Such property is accounted for in the same way as PPE.
	Similar to IFRS; however, no guidance in respect of self-constructed property

	Subsequent measurement

	An entity has an option to apply either cost model or fair value model. If fair value model is adopted, then changes in fair value is recognised in P&L A/c.  In the fair value model the carrying amount is not depreciated.  In the cost model, the asset is carried at cost less depreciation.
	No specific rules for investment property. Such property is accounted for in the same way as PPE i.e. depreciated cost model
	EAC has opined that the investment property needs to be depreciated as it is a depreciable asset. Hence, depreciated cost model must be applied for subsequent measurement.  Impairment is provided for where applicable, and reversal of impairments is permitted.

	Transfers to/from investment property

	When there is a change in use of the investment property, the standard provides detailed guidance for subsequent classification. Investment property to be sold is re-classified as inventories, and investment property to be owner-occupied is reclassified as PPE.
	No guidance.  
	No guidance.  

	Frequency/basis of revaluations

	The fair value model differs from the revaluation model that is permitted for some non-financial assets.  The fair value of investment property must reflect the actual market conditions and circumstances as of the balance sheet date. The standard does not require an independent and qualified valuer, but it is encouraged. Revaluations must be made with sufficient regularity that the carrying amount does not differ materially from fair value.
	Specific rules apply to determine fair value of investment entities.
	Revaluation is not permitted

	Accounting for agricultural produce or biological asset

	Recognition

	An enterprise should recognise a biological asset or agricultural produce when, and only when the enterprise controls the asset as a result of past events; it is probable that future economic benefits associated with the asset will flow to the enterprise; and the fair value or cost of the asset can be measured reliably. 
	No specific guidance
	No specific guidance.

	Measurement

	A biological asset should be measured on initial recognition and at each balance sheet date at its fair value less estimated point-of-sale costs, except for the case where the fair value cannot be measured reliably.
	No specific guidance
	No specific guidance

	Agricultural produce harvested from an enterprise's biological assets should be measured at its fair value less estimated point-of-sale costs at the point of harvest.  Such measurement is the cost at that date when applying IAS 2, Inventories, or another applicable International Accounting Standard.
	No specific guidance
	No specific guidance

	Gains/losses

	A gain or loss arising on initial recognition of a biological asset at fair value less estimated point-of-sale costs and from a change in fair value less estimated point-of-sale costs of a biological asset should be included in profit or loss for the period in which it arises.
	No specific guidance
	No specific guidance

	A gain or loss arising on initial recognition of agricultural produce at fair value less estimated point-of-sale costs should be included in profit or loss for the period in which it arises.
	No specific guidance
	No specific guidance

	First-time adoption

	IFRS 1 gives guidance on preparation of first IFRS financial statements.  A number of mandatory and optional exemptions are provided to enable companies to convert from  their respective GAAP to IFRSs
	No specific standard.  Full retrospective application would be required
	No specific standard.  Full retrospective application would be required

	Share-based payment

	Scope

	IFRS 2 applies to both employee and non-employee stock based compensation 
	Similar to IFRS
	ICAI guidance note on Share based payment covers only employee share based payment.

	Recognition 

	An entity shall recognise the goods or services received or acquired in a share-based payment transaction when it obtains the goods or as the services are received.   The entity shall recognise a corresponding increase in equity if the goods or services were received in an equity-settled share-based payment transaction, or a liability if the goods or services were acquired in a cash-settled share-based payment transaction. When the goods or services received or acquired in a share-based payment transaction do not qualify for recognition as assets, they shall be recognised as expenses.
For equity-settled share-based payment transactions, the entity shall measure the goods or services received, and the corresponding increase in equity, directly, at the fair value of the goods or services received, unless that fair value cannot be estimated reliably.  If the entity cannot estimate reliably the fair value of the goods or services received, the entity shall measure their value, and the corresponding increase in equity, indirectly, by reference to1 the fair value of the equity instruments granted. 
For cash-settled share-based payment transactions, the entity shall measure the goods or services acquired and the liability incurred at the fair value of the liability.  Until the liability is settled, the entity shall remeasure the fair value of the liability at each reporting date and at the date of settlement, with any changes in fair value recognised in profit or loss for the period.
For share-based payment transactions in which the terms of the arrangement provide either the entity or the counterparty with the choice of whether the entity settles the transaction in cash (or other assets) or by issuing equity instruments, the entity shall account for that transaction, or the components of that transaction, as a cash-settled share-based payment transaction if, and to the extent that, the entity has incurred a liability to settle in cash or other assets, or as an equity-settled share-based payment transaction if, and to the extent that, no such liability has been incurred.
	FAS 123 (revised) which comes into effect  from July 1, 2005 requires all share based payment to be accounted based on fair value method, which is consistent with the provisions of IFRS. However, prior to July 1, 2005 intrinsic value method was permitted for employee stock based compensation.
 

Several detailed application differences exist, such as the definition of the grant date, the classification of awards between equity-settled awards and cash-settled awards and the attribution of expense with graded vesting. 
	ICAI has issued guidance note on employee share based payment. According to it, ESOP/ESPP can be accounted for either through intrinsic value method or fair value method.  When intrinsic method is applied, disclosures would be made in the notes to account relating to the fair value.
 

No specific guidance is available for other than employee share based payments.

	Business combination

	Scope

	IFRS 3 applies to most business combination – both amalgamation (where acquiree loses its identity)  and acquisition (where acquiree continues its existence).  IFRS 3 does not apply to common control transactions, formation of JVs, combinations involving mutual entities and combinations through contract alone.
	FAS 141 applies to all business combinations.
	There is no one comprehensive standard. AS-14 applies only to amalgamation. AS-21, 23, 27 applies to accounting for investments in subsidiaries, associates and joint ventures respectively. AS-10 would apply where a demerged division is acquired on a lump-sum basis by another entity.

	Method of accounting

	Use of pooling of interest is prohibited. All business combination should be accounted under purchase method.  There is no guidance under IFRS 3 for the IFRS 3 scoped out category and therefore these could be accounted for in a number of ways.
	Requires the use of the purchase method of accounting for all business combinations. Transfers of net assets or shares of entities under common control are accounted for at predecessor book basis.
	Amalgamations are accounted for by applying either Purchase method or Pooling of interest method. There are five conditions, all of which need to be fulfilled for application of the pooling method.
 

In addition to amalgamation, one company may acquire the shares of another company.  In the stand-alone accounts of the investor the same would be accounted for as investment.  In the CFS of the investor, the same would be accounted for as investment, subsidiary, joint venture or associate as the case may be.
 

Acqusition accounting under AS-21, 23 and 27 are done on book value basis.  Acquisition accounting under AS-10 is done on fair value basis.  Acquisition accounting under AS-14 in respect of “amalgamation in the nature of purchase” is done on the basis of either fair value or book value.  Pooling method is required in case of “amalgamation in the nature of merger”. 

	Acquisition date

	The date on which the acquirer effectively obtains control of the acquiree.
	The date on which assets are received or securities are issued. Under FAS 141, for convenience, and only if certain conditions are met, the parties to an acquisition may designate the end of an accounting period between the date of initiation and consummation of the transaction as the effective acquisition date.
	The date of amalgamation as defined in Amalgamation/acquisition scheme.

	Cost of acquisition

	The acquirer shall measure the cost of a business combination as the aggregate of the fair values, at the date of exchange, of assets given, liabilities incurred or assumed, and equity instruments issued by the acquirer, in exchange for control of the acquiree; plus any costs directly attributable to the business combination. Assets given and liabilities incurred or assumed by the acquirer in exchange for control of the acquiree are required to be measured at their fair values at the date of exchange. The published price at the date of exchange of a quoted equity instrument provides the best evidence of the instrument’s fair value and shall be used, except in rare circumstances. 
	The cost of an acquired company should be measured by taking into account the fair values of other assets distributed and the fair value of liabilities incurred by the acquiring corporation.  In the case of quoted equity securities, the market price for a reasonable period before and after the date the terms of the acquisition are agreed to and announced should be considered in determining the fair value of securities issued. 
	The consideration for the amalgamation may consist of securities, cash or other assets. In determining the value of the consideration, an assessment is made of the fair value of its elements. A variety of techniques is applied in arriving at fair value. For example, when the consideration includes securities, the value fixed by the statutory authorities may be taken to be the fair value. In case of other assets, the fair value may be determined by reference to the market value of the assets given up. Where the market value of the assets given up cannot be reliably assessed, such assets may be valued at their respective net book values

	Contingent consideration

	When a business combination agreement provides for an adjustment to the cost of the combination contingent on future events, the acquirer shall include the amount of that adjustment in the cost of the combination at the acquisition date if the adjustment is probable and can be measured reliably. However, when a business combination agreement provides for such an adjustment, that adjustment is not included in the cost of the combination at the time of initially accounting for the combination if it either is not probable or cannot be measured reliably.  If that adjustment subsequently becomes probable and can be measured reliably, the additional consideration shall be treated as an adjustment to the cost of the combination. Any revision to the estimate is subsequently adjusted against goodwill.  There is no time barring period for making this adjustment.
	Contingent consideration is usually recorded when the contingency is resolved and consideration is issued or becomes issuable. Any revision to the estimate is recognized as an adjustment against goodwill.
 

 
	As per AS-14 “Many amalgamations recognise that adjustments may have to be made to the consideration in the light of one or more future events. When the additional payment is probable and can reasonably be estimated at the date of amalgamation, it is included in the calculation of the consideration. In all other cases, the adjustment is recognised as soon as the amount is determinable”.  
 

Other than the above there is no guidance relating to contingent consideration in the context of AS-21, AS-23, AS-27 and AS-10.  However the practice is to adjust the goodwill amount.

	Accounting for identifiable assets and liabilities taken over 

	The acquirer shall, at the acquisition date, allocate the cost of a business combination by recognising the acquiree’s identifiable assets, liabilities and contingent liabilities at their fair values at that date, except for noncurrent assets (or disposal groups) that are classified as held for sale which shall be recognised at fair value less costs to sell. It is irrelevant if the acquiree had recorded those assets/liabilities.
	Similar to IFRS
 
	In purchase accounting, the transferee company accounts for the amalgamation either by incorporating the assets and liabilities at their existing carrying amounts or by allocating the consideration to individual identifiable assets and liabilities of the transferor company on the basis of their fair values at the date of amalgamation. The identifiable assets and liabilities may include assets and liabilities not recorded in the financial statements of the transferor company. No specific guidance is given for accounting for contingent liabilities and asset held for sale. However, the normal practice is not to record contingent liability in books of acquirer.  In merger accounting, the transferee accounts for the amalgamation by incorporating the assets/liabilities at their carrying amount.
 

Acqusition accounting under AS-21, 23 and 27 are done on book value basis.  Acquisition accounting under AS-10 is done on fair value basis.  

	Step acquisitions

	Each step is treated separately for the purpose of  determining the cost of acquisition and the amount of goodwill.  Any existing goodwill is not remeasured.  The adjustment to any previously held interests of the acquirer in the acquiree’s net assets is treated as a revaluation.
	Similar to IFRS
	AS-21 recognises step acquisitions; however at each step the valuation is done on the basis of book values rather than fair values.

	Reverse Acquisitions

	Acquisition accounting is based on substance.  Accordingly legal acquirer is treated as acquiree and legal acquiree is treated as acquirer for IFRS 3 purposes.
	Similar to IFRS
	Acquisition accounting is based on form.  Legal acquirer is treated as acquirer and legal acquiree is treated as acquiree for legal as well as accounting purposes.

	Restructuring provisions

	The acquirer recognises the liability as part of the acquisition accounting only if the acquiree has an existing liability at the acquisition date in accordance with IAS 37.
	The acquirer recognizes the liability if specific criteria are met.  Management begins to assess and formulate a plan to exit an activity of the acquired entity as of the acquisition date. The plan should be completed in detail as soon as possible, but no more than one year after the date of business combination.  Management should communicate the arrangements to the affected employees.  The restructuring provision should meet the definition of liability in order to be recorded.
	Based on legal liability rather than constructive liability.

	Contingent liabilities

	The acquiree’s contingent liabilities are recognized separately at the acquisition date as part of acquisition accounting, provided their fair values can be measured reliably.
	FAS 141 requires that a pre-acquisition contingency be recognized at fair value.  If fair value cannot be determined, then the contingency should be recognized as per FAS 5, ie, when it is probable that the amount can be reasonably estimated.
	Contingent liabilities are not recognized.

	Minority interests at acquisition

	Stated at minority’s proportion of the net fair value of assets and liabilities assumed in an acquisition.
	Valued at historical book value.
	Valued at historical book value.

	Accounting for goodwill

	The acquirer shall, at the acquisition date recognise goodwill acquired in a business combination as an asset; and initially measure that goodwill at its cost, being the excess of the cost of the business combination over the acquirer’s interest in the net fair value of the identifiable assets, liabilities and contingent liabilities recognised. After initial recognition, the acquirer shall measure goodwill acquired in a business combination at cost less any accumulated impairment losses. Goodwill amortization is prohibited.
	Similar to IFRS
	Firstly, contingent liabilities are never considered for purposes of determining goodwill in business combinations.  Secondly, treatment of goodwill differs in different accounting standards.  Goodwill arising on amalgamation in nature of purchase is amortised to P&L over 5 years.  Goodwill under AS-21, 23 and 27 need not be amortised though there is no prohibition. In case of amalgamation in nature of merger, excess amount over net assets taken over is adjusted against revenue reserves. All goodwill is tested for impairment.

	Accounting for negative goodwill

	If the acquirer’s interest in the net fair value of the identifiable assets, liabilities and contingent liabilities recognised exceeds the cost of the business combination, the acquirer shall reassess the identification and measurement of the acquiree’s identifiable assets, liabilities and contingent liabilities and the measurement of the cost of the combination; and recognise immediately in profit or loss any excess remaining after that reassessment.
	Negative goodwill is the excess that arises when the net of the amounts assigned to assets acquired and liabilities assumed exceeds the cost of the acquired entity.  Negative goodwill should be allocated to reduce proportionately the values assigned to the acquired assets, including research and development assets acquired and charged to expense, except (a) financial assets other than equity accounted investments, (b) assets to be disposed of by sale, (c) deferred tax assets, (d) prepaid assets relating to pension or other post-retirement benefit plans, and (e) any other current assets.  Any remainder should be recognised as an extraordinary gain.
	If the acquirer’s interest in the net fair value of the identifiable assets, liabilities and contingent liabilities recognised exceeds the cost of the business combination, the excess shall be disclosed as “capital reserve”.

	Subsequent adjustments to assets and liabilities

	A 12 months window period is allowed to get the acquisition accounting right. Upto 12 months period, any adjustments to the fair value of assets/liabilities taken over are recognized with a corresponding effect to goodwill. After the 12 months period, any adjustments to the fair value of assets/liabilities taken over are recognized in the income statement.  In respect of adjustments arising out of contingent consideration, correction of errors and deferred taxes, the 12 months time barring period is not applicable and any adjustments on these accounts, the corresponding effect is taken to goodwill, even if the same is made after 12 months.
	Similar to IFRS.  However, favourable adjustments to restructuring provisions if made are recognized as changes to goodwill, with unfavourable adjustments recognized as changes to goodwill if made during the allocation period, or charged to expense if made after the allocation period.  The allocation period, which cannot extent beyond one year following the date of the acquisition, is for adjustments relating to information that management has been waiting for to complete its purchase price allocation.  Adjustments relating to pre-acquisition contingencies that are finalized after the allocation period or events occurring after the acquisition date are recognized in the income statement.
	No change is permitted, except for certain deferred tax adjustment.

	Deferred taxation

	A DTL/DTA should be recognized for differences between the assigned values and the tax base of assets/liabilities taken over.  No DTL is recognized upon initial recognition of goodwill.  Under IAS 12, if a DTA of a acquiree which was not recognized at the time of the combination is subsequently recognized, the resulting credit is taken to income for the period.  The credit is offset by an expense to reduce the carrying amount of goodwill to the amount that would have been recognized had the DTA been recognized at the time of business combination.
	Under US GAAP, the subsequent elimination of a valuation allowance recognized at the acquisition date for DTA would be applied first to eliminate any goodwill related to the acquisition, second to eliminate any non-current intangible assets related to the acquisition, and third to reduce income tax expense.
	If the acquisition results in amalgamation, deferred taxes would be determined based on ASI-11, which prescribes separate treatment depending upon whether the amalgamation is the nature of merger or in the nature of an acquisition.

	Asset held for sale and discontinuing/discontinued operations

	Definition

	A discontinued operation under IFRS 5 is a component of an entity that either has been disposed of, or is classified as held for sale; and, (1) represents a separate major line of business or geographical area of operations; or (2) is part of a single co-ordinated plan to dispose of a separate major line of business or geographical area of operations, or (3) is a subsidiary acquired exclusively with a view to resale.  A component of an entity comprises operations and cash flows that can be clearly distinguished from the rest of the entity, both operationally and for financial reporting purposes. 
	Under FAS 144, the term discontinued operations refer to the operations of a ‘component of an entity’ that either (1) has been sold, abandoned, spun off, or otherwise disposed of; or (2) is classified as held for sale.  A discontinuing operation is a component of an entity comprising operations & cash flows that can be clearly distinguished operationally and for financial reporting, and if the entity will not have any significant continuing involvement. May be reportable segment, operating segment, reporting unit, subsidiary or an asset grouping. 
 

Although the definitions of ‘held for sale’ under IFRS and US GAAP are broadly similar, there may be differences when applying the definitions in practice as the IFRSs definition of a discontinued operation is more restrictive.
 
	A discontinuing operation is a component of an enterprise: 
a. that the enterprise, pursuant to a single plan, is (i) disposing of substantially in its entirety, such as by selling the component in a single transaction or by demerger or spin off of ownership of the component to the enterprise’s shareholders; (ii) disposing of piecemeal, such as by selling off the component’s assets and settling its liabilities individually; or (iii) terminating through abandonment; 

b. that represents a separate major line of business or geographical area of operations; and 

c. that can be distinguished operationally and for financial reporting purposes 

	Method of discontinuance

	Operations and cash flows that have been disposed of are classified as held for sale
	Similar to IFRS.  Operations and cash flows have been or will be eliminated, and entity will not have significant continuing involvement. 
	Pursuant to a single plan, either substantially in its entirety or piecemeal or terminated through abandonment.

	Period of disposal

	Completed within a year, with limited exceptions.
	Similar to IFRS.
	No time-frame specified.

	Starting date for disclosure

	From the date on which a component has been disposed of or, if earlier, is classified as held for sale.
	Similar to IFRS
	Earlier of the date of announcement of a board approved detailed formal plan or entering into a binding sale agreement.  

	Measurement principles

	Lower of carrying value or fair value less costs to sell.  
	Similar to IFRS.
	Apply the relevant standards, for eg, for impairment AS-28 is applied, for provisions AS-29 is applied, etc.

	Presentation 

	A single amount is presented on the face of the income statement comprising the post tax profit or loss or discontinued operations and an analysis of this amount either on the face of the income statement or in the notes for both current and prior periods.  Separate classification on the balance sheet for assets and liabilities for the current period only. 
	Similar to IFRS.  From measurement date, results of operations of discontinued component (and gain/loss on disposal) are presented as separate line items in the income statement, net of tax, after income from continuing operations.  There is no change in balance sheet presentation if discontinuance is not completed by period end, but assets and liabilities related to disposal groups are segregated and classified as held for sale. 
	The following is separately disclosed on the face of the profit and loss account separately from continuing operations:
· pre-tax profit or loss and related taxes 

· pre-tax gain or loss on disposal 

Income/expense line items from continuing and discontinuing operations are segregated and disclosed in the notes to account; but is presented on a combined basis in the income statement.
No separate presentation is required for balance sheet items.

	End date of disclosure

	Until completion of discontinuance. 
	Similar to IFRS
	Similar to IFRS

	Comparatives

	Income statement represented for effects of discontinued operations but not balance sheet.
	Similar to IFRS.
	Similar to IFRS.

	Disclosure

	· Description of disposal group 

· Expected manner/timing of disposal 

· Facts/circumstances leading to sale/disposal 

· Segment of disposal group 

· Assets and liabilities of related disposal groups classified as held for sale are disclosed separately on the balance sheet 

· Revenue, expenses, pre-tax result, tax and cash flows for current and prior periods of discontinued operations 

· Gain/losses recognized on classification as held for sale 

 

 
	Similar to IFRS except that separate disclosure of operating, investing and financing cash flows related to discontinued operations is not required.
	AS-24 requires the following disclosures: 
· description of the discontinuing operation(s); 

· the business or geographical segment(s) in which it is reported as per AS 17, Segment Reporting; 

· the date and nature of the initial disclosure event; 

· the date or period in which the discontinuance is expected to be completed if known or determinable; 

· the carrying amounts, as of the balance sheet date, of the total assets to be disposed of and the total liabilities to be settled; 

· the amounts of revenue and expenses in respect of the ordinary activities attributable to the discontinuing operation during the current financial reporting period; 

· the amount of pre-tax profit or loss from ordinary activities attributable to the discontinuing operation during the current financial reporting period, and the income tax expense related thereto; and 

· the amounts of net cash flows attributable to the operating, investing, and   financing activities of the discontinuing operation during the current financial reporting period. 

	Exploration for and evaluation of natural resources

	Scope

	An entity shall apply the IFRS-6 to exploration and evaluation expenditures that it incurs. The IFRS does not address detail aspects of accounting by entities engaged in the exploration for and evaluation of mineral resources.   Particularly the standard does not prescribe the accounting method, ie, full cost method or successful effort method.
	In US GAAP, there is industry-specific standard for accounting of oil and gas producing activities. However, the same does not address financial accounting and reporting issues relating to the transporting, refining, and marketing of oil and gas.  Also, it does not apply to activities relating to the production of other wasting (nonregenerative) natural resources; nor does it apply to the production of geothermal steam or to the extraction of hydrocarbons as a by-product of the production of geothermal steam and associated geothermal resources
	No specific accounting standard. However, ICAI has issued guidance note on accounting for oil and gas producing activities.  As per the guidance note, accounting for acquisition, exploration and development cost can be done either through successful effort method or full cost method.

	Measurement at cost

	Exploration and evaluation assets shall be measured at cost. An entity shall determine a policy specifying which expenditures are recognised as exploration and evaluation assets and apply the policy consistently.  In making this determination, an entity considers the degree to which the expenditure can be associated with finding specific mineral resources. Expenditures related to the development of mineral resources shall not be recognised as exploration and evaluation assets
	No specific standard apart from guidance for oil and gas producing activities. 
	No specific standard apart from guidance for oil and gas producing activities.

	Measurement after changes

	After recognition, an entity shall apply either the cost model or the revaluation model to the exploration and evaluation assets.  If the revaluation model is applied it shall be consistent with the classification of the assets.
	No specific standard apart from guidance for oil and gas producing activities.
	No specific standard apart from guidance for oil and gas producing activities.  

	Small and Medium Sized Enterprises

	Standard under formulation
	SME’s are required to file different registration form under SEC regulations than that required for large entities. The basic registration forms for small business issuers, as defined in Item 10 of Regulation S-B, are Forms SB-1 and SB-2. Small business issuers with the requisite reporting history may file abbreviated Forms S-2 and S-3. Small business issuers registering securities to be exchanged for other securities are required to file Form S-4.  In terms of recognition, there is no exemption or relaxation in US GAAP. There are certain relaxations for non-public companies in terms of disclosures such as EPS, segment reporting etc.
	Detailed standard, prescribes 3 levels of entities, with different disclosure levels.  Generally recognition exemptions have not been allowed, except that for level 2 and 3 the applicability date of the standards have been generally extended and in some cases the recognition criteria though applicable, have been simplified, eg, determination of impairment charge.


 

