US/IAS/Indian/UK GAAP Comparison


	Accounting convention
	US GAAP
	IAS
	Indian GAAP
	UK GAAP

	
	Generally requires strict adherence to the historical cost convention. It generally prohibits revaluation but does permit some fair value accounting for certain investments in debt and equity securities and in accounting for business combinations under the purchase method. No revaluations, except some securities and derivatives at fair value.
	Except in respect of certain financial assets and liabilities, financial statements are prepared under either the historical or modified historical cost convention. In the latter case whole classes ofproperty, plant and equipment and of certain intangible assets may be revalued.
	Financial Statements are generally prepared following historical cost.

Revaluation of fixed assets and fair value accounting for current investments is permitted.
	The accounts are prepared under the historical cost convention although it is permissible to modify that basis to include the revaluation of certain assets.


	Balance Sheet Format
	Balance sheets under US GAAP are presented in order of liquidity starting with the most liquid item, cash. The distinction between current and non current assets and liabilities has been sharply defined. Resources that are reasonably expected to be realised in cash, sold, or consumed during the next year (or longer operating cycle) are classified as Current assets. Current liabilities are obligations whose liquidation is reasonably expected to require the use of current assets or creation of other current liabilities. Certain liabilities may be classified as non current liabilities if they are to be repaid from funds designated as non current assets.

Provisions against receivables, inventories and other assets are often shown on the face of the Balance Sheet.
	
	The Balance Sheet is required to be set out in any of the forms given in Schedule VI of the Companies Act, 1956. The two forms provided are Vertical and Horizontal. The widely used format is Vertical.
	The Companies Act, 1985 prescribes the available balance sheet formats. The format usually adopted is one where total assets less liabilities balances with capital and reserves (shareholders’ funds) plus

minority interests. Assets are generally presented in ascending order of liquidity (least liquid first) and liabilities in descending order (most liquid first). The Act prescribes minimum standards of balance

sheet disclosure, specifying certain balance sheet captions and the allocation of items between those

captions.


	Format of Income Statement
	US GAAP
	IAS
	Indian GAAP
	UK GAAP

	
	There are no specific pronouncements on the form and content of the Income Statement. Detailed disclosures are required for commonly encountered items like :

· Net sales

· Cost of goods sold

· Selling, general and administrative expenses

· Dividend income

· Interest income

· Interest expense

· Income tax expense

· Minority Interest

· Discontinued Operations

· Extraordinary items

· Cumulative effect of accounting changes

· Net income or loss

· Earnings per share

Other disclosures regarding income statement are normally dealt with by way of notes. The Income Statements are presented for three years.
	Certain items are required, as a minimum, to be

presented on the face of the income statement.

Appropriate additional line items, headings and

sub-totals must also be given where this is

necessary to achieve a fair presentation.

In addition, an analysis of expenses by either their type or function should be disclosed on the face of the income statement or in the notes.


	The Company law in India does not prescribe any standard format. The income statement is referred as Profit and Loss Account and is made out to disclose every material feature including receipts and expenses in respect of non-recurring and exceptional transactions.  The accounting Standards and Schedule VI prescribe various disclosure requirements.

The following are some of the commonly encountered items of disclosure under Indian GAAP:

· Sales and Service Income

· Other Income

· Purchases

· Manufacturing & Administrative Expenses

· Salaries and Wages

· Depreciation

· Extra-ordinary items

· Net Income before taxes

· Income Taxes

· Dividend declared

The Income Statements are presented for two years.


	The Companies Act 1985 specifies four acceptable formats for the profit and loss account (of which

only two are often used in practice), prescribes minimum standards of disclosure and specifies how

certain items should be allocated in the profit and loss account. Both of the commonly used formats reconcile turnover to the profit for the financial

year, from which dividends are then deducted. ‘Format 1’, the more common of the two, analyses expenses by function (cost of sales, distribution costs, administrative expenses) and requires gross profit to be disclosed. ‘Format 2’ analyses expenses by type, and does not show Gross profit. 


	Fixed Assets
	US GAAP
	IAS
	Indian GAAP
	UK GAAP

	Recognition of fixed asset
	Tangible assets held for use, for rental or for administrative purposes which are expected to provide economic benefit for more than one year.
	Probable that future economic benefits will flow to the enterprise from thatz asset, expected to be used over more than one period.
	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. Non-material items can be expensed.
	

	 Cost of acquisition
	Include directly identifiable preacquisition, acquisition and construction stage costs, and asset retirement obligations

Exclude all general, administrative and overhead costs
	Includes all directly attributable costs, including site preparation, professional fees, and dismantling & site restoration (if these are recognized as a provision under IAS 37)
	The cost of an item of fixed asset comprises its purchase price, including import duties and other non-refundable taxes or levies and any directly attributable cost of bringing the asset to its working condition for its intended use. Administrative and overhead costs can be capitalised if specifically attributable to acquisition.
	Tangible fixed assets should be included at their purchase price or production cost less any provision for depreciation or diminution in value.

	Treatment of subsequent costs
	Expense, except for acquisition/replacement of certain components. Certain environmental remediation and asbestos removal costs may be capitalized
	Subsequent expenses should be added to cost of asset if it is probable that excess future economic benefits will result
	Expenditure that increases the future benefits from the existing asset beyond its previously assessed standard of performance is capitalized.
	

	Major repairs
	Expense, except for acquisition/replacement of certain components
	Major inspection and overhaul costs included in cost of asset, if identified as separate component of asset and depreciated as such, future economic benefits are probable, and the cost can be reliably measured
	Only expenditure that increases the future benefits from the existing asset beyond its previously assessed standard of performance is capitalized.
	

	Amortization / Depreciation
	
	Depreciate over useful life for the enterprise, taking into account residual value
	Depreciation is based on historical cost or other amount substituted for historical cost, expected useful life and estimated residual value of the asset.
	Depreciation is based on historical cost or revalued amount.

	Revaluation
	Not permitted, except for certain quasi-reorganizations
	Revaluation is an allowed alternative treatment.

Revaluation should be applied to an entire class of property, plant and equipment

Revaluations are made at fair (market) value

If the revaluation method is used, valuations should be performed periodically

Revaluation surplus is transferred to retained earnings when realized
	Revaluation of fixed assets on a systematic basis is permitted. Upward revaluation is disclosed separately as Revaluation Reserve as a separate component of owners’ interest. Downward revaluation is charged to profit and loss statement except to the extent that such a decrease is considered to be related to a previous increase on revaluation. 
	It is permissible in the UK to revalue fixed tangible assets to existing-use value (ie, market value without reference to alternative uses) for non-specialised land and buildings and to depreciated replacement cost in other cases. Any such revaluation must be on a class-by-class basis, ie companies cannot pick and choose individual assets to revalue. Any

surplus arising from a revaluation must be taken to a revaluation reserve within shareholders’ funds.

	Gains/losses on disposal
	Gains and losses on disposals are included in pre-tax income
	Gains and losses on disposals are included in profit/loss from ordinary activities
	Gains or losses arising on disposal are generally recognised in the profit and loss statement except for previously revalued item of fixed asset.
	


	Inventories
	US GAAP
	IAS
	Indian GAAP
	UK GAAP

	Valuation method
	FIFO, average cost, LIFO

Retail method may be appropriate

In exceptional cases, market price for certain fungible products.
	FIFO, LIFO, average cost

Retail method acceptable if the results approximate cost
	FIFO, weighted average average cost,

Standard cost method or the retail method may be used if the results approximate the actual cost.
	Cost may be determined on a variety of methods with a view to providing the fairest approximation

of the expenditure actually incurred in bringing the product to its present location and condition

(including attributable overheads). Methods such as the base stock and last-in-first-out (LIFO) method are usually not appropriate methods. 

	Foreign exchange differences
	Cost excludes foreign exchange differences
	Cost may include foreign exchange differences
	No specific guidance. 
	

	Borrowing costs
	Capitalize if produced as discrete objects
	May capitalize if  not routinely produced in large quantities on a repetitive basis over a short period of time
	Interest and other borrowing costs are usually not included in the cost of inventories. However, borrowing costs that are directly attributable to the production of inventories that require a substantial period of time to bring them to a saleable condition can be added to the cost. 
	

	Inventory valuation
	Lower of cost or market value, where market value is:

1. no greater than net realizable value

2. no less than NRV less a normal profit margin

Reversal of write-down is not permitted
	Lower of cost or net realizable value

Reversal of write-down is permitted
	Lower of cost and net realisable value on an item-by-item basis. 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.
	Stock is stated at the lower of cost and net realizable value. This comparison should be made for each item of stock separately. Where this is impractical, groups or categories of stock items which are similar will need to be taken together.

	Disclosure
	Basis of valuation and cost determination

Inventories stated above cost
	Basis of valuation and cost determination

Details of reversal of write-down

Pledged inventories

If valued under LIFO, details of alternate valuation
	Accounting policies adopted in measuring inventories, including the cost formula used, the total carrying amount of inventories and its classification appropriate to the enterprise. Common classifications of inventories are raw materials and components, work in progress, finished goods, stores and spares, and loose tools.
	


1. US GAAP derived from SFAS 142 and 144, applicable from 2001/02

	Provisions and contingencies
	US GAAP
	IAS
	Indian GAAP
	UK GAAP

	Definition
	Record provision when it is probable that there is an obligation to transfer assets or services resulting from past obligations

Contingent liability: existing condition involving uncertainty as to possible loss

“Probable” = “likely” (over 80% probability)


	Provision: liability of uncertain timing or amount

Liability: present obligation arising from past events whose settlement is expected to result in an outflow of resources – may be constructive.

Exceptions: 

- financial instruments

- executory contracts

- insurance contracts 

Contingent liability: possible obligation arising from past events whose existence will be confirmed by future events not wholly in control of the enterprise, or a non-recognized present obligation (improbable or unmeasurable)

“Probable” = “more likely than not”
	A contingency is a condition or situation, the ultimate outcome of which, gain or loss, will be known or determined only on the occurrence, or non-occurrence, of one or more uncertain future events.


	

	Recognition
	Recognize provision if:

- it is probable, based on information available prior to issuance of financial statements, that a loss has been incurred at end of accounting period, and

- the amount of the loss can be reasonably estimated
	Recognize provision when

- present obligation (legal or constructive) from past event

- probable outflow of resources

- can make reliable estimate of amount
	The amount of a contingent loss should be provided for by a charge in the statement of profit and loss if  it is probable that future events will confirm that  an asset has been impaired or a liability has been incurred as at the balance sheet date and a reasonable estimate of the amount of the resulting loss can be made.

If there is conflicting or insufficient evidence for estimating the amount of a contingent loss, then only a disclosure is made of the existence and nature of the contingency.


	

	Measurement
	Use best estimate of costs to be incurred. If several estimates are equally likely, use minimum amount

Discount to present value using a risk-free rate
	Best estimate of expenditure required to settle obligation at balance sheet date (current value)

Discount to present value using rate reflecting the specific risks of the obligation

For single liability, use most likely outcome

For large number of similar liabilities, use overall probability

Reimbursement/offsetting gains: recognize only if virtually certain to be received if liability settled; do not show net
	The amount at which a contingency is stated is based on the information which is available at the date on which the financial statements are approved. Events occurring after the balance sheet date that are indicative  of situations that may have existed at the balance sheet date are taken into account in identifying contingencies and in determining the amounts at which such contingencies are included in financial statements.
	

	Disclosure
	SEC: class of liabilities exceeding 5% of total liabilities

Details of certain environmental liabilities

Details of restructuring costs

Details of contingencies, if significant
	For each class of provision:

- description of nature and expected timing

- uncertainties regarding amount or timing

- expected reimbursement

- movements (opening, increases, utilizations, reversals, discount and closing balances)

For each class of contingent liabilities: 

- nature, financial effect, uncertainties, possible reimbursement

- do not disclose details if impracticable or likelihood is remote, or would cause prejudice

Also disclose contingent assets if inflow is probable
	The disclosure requirements apply only to those contingencies or events which affect the financial position to a material extent.

If a contingent loss is not provided for, its nature and an estimate of its financial effect are to be disclosed by way of note unless the possibility of a loss is remote. If a reliable estimate of the financial effect cannot be made, this fact is disclosed.
	

	Contingent Gains
	Adequate disclosure shall be made of contingencies that might result in a gain.
	
	Contingent gains should not be recognised in the financial statements. No specific disclosure requirement.
	

	Customer guarantees
	Provision if it is probable that customers will make valid warranty claims and the aggregate amount of the claims can be reasonably estimated
	Provision is recognized for best estimate of cost of warranty for goods sold before the end of the period
	Provision is recognized based on previous experience.
	


	Post Balance Sheet Events
	US GAAP
	IAS
	Indian GAAP
	UK GAAP

	Date up to which events should be taken into account
	Date of issuance of financial statements. Essentially, this is date of the audit report

If financial statements are reissued, adjust only for correction of errors or prior period adjustment type changes.
	Date when financial statements are authorized for issue
	Events which occur upto the date on which the financial statements are approved are considered.
	

	Adjusting events
	Those that provide evidence of a condition that existed at the balance sheet date
	Those that provide evidence of a condition that existed at the balance sheet date
	Those that provide additional information materially affecting the determination of the amounts relating to conditions existing at the balance sheet date.
	

	Going concern
	Do not restate prior periods 
	Restate prior periods
	If events occurring after the balance sheet date indicate that the enterprise may cease to be a going concern reconsider the use of the fundamental accounting assumption of going concern in the preparation of the financial statements. 

No specific guidance on prior period restatements.
	

	Disclosure
	Significant non-adjusting events; in some cases this may need disclosure of pro forma information.
	Nature of significant non-adjusting events, and estimate of financial effect
	The nature of the event and  an estimate of the financial effect, or a statement that such an estimate cannot be made.
	


	Extraordinary Items
	US GAAP
	IAS
	Indian GAAP
	UK GAAP

	
	Extraordinary items are shown net of tax below the operating income line and earnings per share are presented before and after extraordinary items. Extraordinary items are disclosed separately with tax effect thereon. 


	Need separate disclosure
	Material extraordinary items are disclosed separately. Tax effects are not required to be separately disclosed. 
	Need separate disclosure with tax effect thereon


	Revenue recognition
	US GAAP
	IAS
	Indian GAAP
	UK GAAP

	Sale of Goods
	Revenues are recognised when they have been realised or are realisable and are not recognised until earned.  Revenue is earned when the entity has substantially accomplished what it must do to be entitled to the benefits represented by the revenues.  Other specific factors that are considered in determining revenue recognition are delivery, customer acceptance, contract terms, right of return, payment terms and nature of product.  


	Revenue from the sale of goods is recognised when the following conditions have been satisfied:

(a)
the enterprise has transferred to the buyer the significant risks and rewards of ownership of the goods;

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

(c)
the amount of revenue can be measured reliably;

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

(e)
the costs incurred or to be incurred in respect of the transaction can be measured reliably.


	In a transaction involving sale of goods, revenue should be recognized when the following conditions have been fulfilled:

(i) the seller of goods has transferred to the buyer the property in the goods for a price or all significant risks and rewards of ownership have been transferred to the buyer and the seller retains no effective control of the goods transferred to a degree usually associated with ownership; and

(ii) no significant ncertainty exists regarding the amount of the consideration that will be derived from the sale of the goods.
	

	Rendering of Services
	No specific guidance.
	
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.  The outcome of a transaction can be estimated reliably when all the following conditions are satisfied:

(a)
the amount of revenue can be measured reliably;

(b)
it is probable that the economic benefits associated with the transaction will flow to the enterprise;

(c)
the stage of completion of the transaction at the balance sheet date can be measured reliably; and

(d)
the costs incurred for the transaction and the costs to complete the transaction can be measured reliably.


	Revenue from service transactions is usually recognised as the service is performed, either by the proportionate completion method or by the completed service contract method.

(i) Proportionate completion method — Revenue is recognised proportionately by reference to the performance of each act, when the service to be rendered consists of  execution of more than one act. The revenue recognised under this method would be determined on the basis of contract value, associated costs, number of acts or other suitable basis. 

(ii) Completed service contract method  —  revenue is recognised when the sole or final act takes place and the service becomes chargeable.
	


	Interest Capitalization 
	US GAAP
	IAS
	Indian GAAP
	UK GAAP

	Obligation
	Capitalization required if material
	No requirement to capitalize interest costs. However, if interest is capitalized on some assets, it must be capitalized on all qualifying assets
	Interest costs are capitalised as part of the cost of a qualifying asset when it is probable that they will result in future economic benefits to the enterprise.  
	Interest directly attributable to

the construction of a tangible fixed asset may be capitalised into its cost. 



	Qualifying assets
	Assets produced for own use

Assets intended for sale if produced as discrete objects

Activities in progress in equity investee
	Assets that take a substantial period of time to get ready for use or sale after acquisition, and are not routinely produced in large quantities on a repetitive basis over a short period of time
	A qualifying asset is an asset that necessarily takes a substantial period of time to get ready for its intended use or sale. Inventories that require a substantial period of time to bring them to a saleable condition are also qualifying asets. Assets that are ready for their intended use or sale when acquired are not qualifying assets.
	Tangible fixed asset.

	Amount capitalized
	Interest costs (excluding exchange differences), including amortization of discount or premium and issuance costs
	Borrowing costs (including amortization of discount or premium, issuance costs and exchange differences from foreign currency borrowings), net of investment income on specific borrowings
	Borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset should be capitalised as part of the cost of that asset
	The interest is that which would have been avoided

had there been no expenditure on the asset. Thus if a specific borrowing has been taken out to finance the construction it is the interest on that borrowing

specifically for the purpose of obtaining the qualifying asset


	Foreign currency transactions
	US GAAP
	IAS
	Indian GAAP
	UK GAAP

	Functional currency
	Currency of primary economic environment in which entity operates
	“Measurement currency”: currency used for measuring items in the financial statements – reflect economic substance if underlying events and circumstances
	Reporting currency is the currency used in presenting the financial statements.

Foreign currency is a currency other than the reporting currency of an enterprise.
	A company’s functional currency is defined as the currency of the primary economic environment in

which it operates and generates net cash flows.

	Rate to be applied for recording transactions
	Transactions: settlement rate

Statements: conversion rate for dividend remittances
	Each foreign currency transaction, ie the assets, liabilities, gain or loss arising therefrom, is recorded in the reporting currency at the rate of

exchange at the date of  the transaction.
	Initial recognition is at the rate as on date of the transaction.
	Each asset, liability, revenue or cost arising from a foreign currency transaction should be translated into the functional currency at the exchange rate in effect on the date of the transaction. 

	 Measurement at balance sheet date
	At each balance sheet date, monetary items that are denominated in a currency other than the functional currency of the reporting company are adjusted to reflect the current exchange rate. Resulting gains and losses (except for those items

which qualify for hedge accounting), are included in

the determination of net income for that period.
	At  each balance sheet date the monetary assets and

liabilities (ie, those to be received or paid in fixed or determinable amounts of money) are translated

at the exchange rate at the balance sheet date. In general the resulting exchange gains and losses are dealt with in the income statement.
	At each balance sheet date, monetary items denominated in a foreign currency should be reported using the closing rat; non-monetary items other than fixed assets, which are carried in terms of historical cost denominated in a foreign currency, should be reported using the exchange rate at the date of the transaction; non-monetary items other than fixed assets, which are carried in terms of fair value or other similar valuation, denominated in a foreign currency, should be reported using the exchange rates that existed when the values were determined and the carrying amount of fixed assets should be adjusted to reflect the changes in liabilities incurred for the purpose of acquiring fixed assets
	At each balance sheet date monetary assets and liabilities (ie, amounts to be received or

paid in money) denominated in a foreign currency are translated using the exchange rate at that balance sheet date. The resulting exchange gains or losses are reported in the profit and loss account.

	Unrealized exchange differences
	In income, except economic hedge of a long term investment in a foreign entity (provided it is effective and designated)
	In income, except:

1. economic hedge of a long term investment in a foreign entity

2. foreign exchange losses from a severe devaluation (allowed alternative)
	Recognised as Income or Expense, except for differences in liabilities for acquiring fixed assets, which are adjusted in the carrying value of fixed assets.
	

	Disclosure
	Translation adjustments:

1. opening, closing balances

2. arising from hedges and intercompany balances

3. related taxes

4. transferred to income on disposal of foreign entity
	Amount of exchange differences in income, equity and relating to severe devaluation

Reasons for not using home currency as reporting currency

Details of changes in classification of a foreign operation or its functional currency

Method used to translate goodwill and fair value adjustments

Details of restatements to adjust for inflation
	Disclosure should be made of the amount of exchange differences included in the net profit or loss for the period; the amount of exchange differences adjusted in the carrying amount of fixed assets during the accounting period; and the amount of exchange differences in respect of forward exchange contracts to be recognised in the profit or loss for one or more subsequent accounting periods.
	


	Deferred Taxation
	US GAAP
	IAS
	Indian GAAP
	UK GAAP

	Deferred tax liabilities
	Recognize for all taxable temporary differences except 

- non-deductible goodwill

- difference arising from the remeasurement of assets & liabilities of foreign subsidiaries from local currency to functional currency using historical exchange rates, and which result from changes in exchange rates or indexing for tax purposes

- excess of carrying value over tax basis of foreign subsidiaries or joint ventures which will remain indefinitely


	Recognize for all taxable temporary differences except 

- non-deductible goodwill

- those arising from the initial recognition of an asset which does not affect accounting or taxable profit/loss at the time of the transaction (essentially equivalent to French GAAP exception (iii))

 - those associated with investments, to the extent that the group can control the timing of the reversal of the difference and it is probable that the difference will not reverse in the foreseeable future


	Recognize for all taxable timing differences.


	Recognized for all timing differences.



	Temporary differences
	Recognize for all deductible temporary differences, except 

- for foreign subsidiaries 

-  profit on intragroup transactions 

-  tax effects recognized when goods are sold to a third party
	Recognize for all deductible temporary differences (but only to the extent that it is probable that they will be utilized) except negative goodwill
	Recognition of deferred tax is required for all the timing differences.
	A deferred tax liability or asset arises in respect of timing differences (between accounts and tax returns).

	Valuation
	Valuation allowance on deferred tax assets if more likely than not that they will not be realized.


	Deferred tax asset is recognised to the extent that it is probable that the enterprise will have sufficient taxable profit  

	The carrying amount of deferred tax assets should be reviewed at each balance sheet date. Deferred tax assets to be recognised to the extent there is reasonable or virtual certainty as the case may be.

	The carrying amount of net deferred tax asset its is prudently assessed.

Tax deferred by the effect of

timing differences should be accounted for to the extent only that it is probable that a liability or asset will crystallise. 

	Tax rate
	Deferred tax liabilities and assets be adjusted in the period of enactment for the effect of an enacted change in tax laws or rates. 

	Enacted or substantively enacted by balance sheet date

Intragroup transactions: use buyer’s rate
	Deferred tax assets and liabilities should be measured using the tax rates and tax laws that have been enacted or substantively enacted by the balance sheet date.
	The tax rate used is that will probably be in force at

that future time. It is that rate which is expected to apply

when the timing difference reverses. 

	Presentation and Disclosure of deferred taxes
	Offset assets and liabilities if they relate to the same tax-paying component and tax jurisdiction; but no offset between current and noncurrent.

Deferred taxes need not be shown separately on the face of the balance sheet (but SEC: show noncurrent deferred tax liabilities separately on the face of the balance sheet)

Classify deferred tax assets and liabilities as current and/or noncurrent based on underlying asset/liability.


	Offset assets and liabilities if legally enforceable right to offset, and they relate to the same tax jurisdiction and the same taxable entity (or entities which intend to settle on a net basis)

Show deferred tax assets and liabilities separately on the balance sheet

If presenting a classified balance sheet (current, noncurrent) deferred taxes should classified as noncurrent. 

Major components of tax expense

Taxes relating to items charged to equity

Reconciliation between actual and theoretical tax charge (absolute or rate)

Amounts and expiry dates of  deductible temporary differences and carry-forwards to be disclosed.


	Offset deferred tax assets and deferred tax liabilities if the enterprise has a legally enforceable right to set off assets against liabilities representing current tax; and the deferred tax assets and the deferred tax liabilities relate to taxes on income levied by the same governing taxation laws.

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.

The break-up of deferred tax assets and deferred tax liabilities into major components of the respective balances should be disclosed in the notes to accounts.
	Assets and liabilities would be netted off. However, this netting off would be restricted to the

same tax jurisdiction.

Deferred tax liabilities are shown under the heading

‘provisions for liabilities and charges’, while a deferred tax asset would be shown within debtors.

	Deferred taxes related to credits/charges to equity
	Prohibits any allocation to equity/ reserves

	Requires allocation to equity/ reserves of current year deferred taxes related to items recognized in equity in prior years

	Does not refer to allocation to reserves/ equity of any deferred tax adjustments except in the case of application of the standard on the first occasion 

	


	Earnings per share
	US GAAP
	IAS
	Indian GAAP
	UK GAAP

	Definition of earnings
	Income from continuing operations or net income , adjusted for preferred dividends
	Net profit attributable to ordinary shareholders, adjusted for preferred dividends
	All items of income and expense which are recognised in a period are considered, including tax expense and extraordinary items, amount of preference dividends and attributable tax thereto for the period in order to calculate the earnings.
	The earnings figure to be used is the net profit or loss for the period attributable to ordinary shareholders after deducting preference dividends and other appropriations in respect of non-equity shares.

	Class of shares considered for Basic EPS
	Stock which is subordinate to all other stock
	Stock which is subordinate to all other stock
	Weighted average number of equity shares outstanding during the period.
	An ordinary share is defined as an equity share. If there is more than one class of ordinary share then the earnings are apportioned

amongst them in accordance with their relative rights to dividends or participations and EPS is

given for each class. 

	Method of dealing with stock options
	It requires that a stock option be assumed to have been exercised and be included in diluted EPS regardless of whether the opinion is vested
 

	No treatment specified.
	Consider as potential equity shares and evaluate effect on diluted EPS.
	Employee share schemes are treated as simple share options in cases where there are no performance criteria other than the passage of time; otherwise

they are contingently issuable shares.

	Presentation
	Income from continuing operations: on face of income statement

Other EPS: either on face of income statement or in notes
	On face of income statement
	Presentation of basic and diluted earnings per share should be made on the face of the statement of profit and loss for each class of equity shares that has a different right to share in the net profit for the period. An enterprise should present basic and diluted earnings per share with equal prominence for all periods presented.

Presentation of basic and diluted earnings per shareshould be made even if the amounts disclosed are negative (a loss per share). 


	Disclosure of basic and diluted EPS is required on the face of the profit and loss account, with equal prominence, for each class of ordinary shares that has a different right to share in the profit for the period.

	Disclosure
	Show separately  EPS for 

1. discontinued operations

2. extraordinary items

3. cumulative effect of accounting changes

Disclose effect of preference dividends, restatements for stock splits etc, effect of post balance sheet events
	Disclose effect of stock splits etc

Reconciliation between basic and diluted EPS (earnings, number of shares)
	Disclose the amounts used as the numerators in calculating basic and diluted earnings per share, and a reconciliation of those amounts to the net profit or loss for the period;.
the weighted average number of equity shares used as the denominator in calculating basic and diluted earnings per share, and a reconciliation of these denominators to each other; and the nominal value of shares along with the earnings per share figures.
	For each class of ordinary share, disclosure is required, for both the basic and diluted EPS, of the numerators and denominators used in the calculations. The numerators are to be reconciled to the net profit or loss for the period and the denominators are to be reconciled to each other. 

	Disclosure in case of consolidated financial statements
	Presentation is required only in results of operations of the group as a whole

	Presentation is required only in results of operations of the group as a whole

	In case of a parent (holding enterprise), presentation of earnings per share information is required on the basis of consolidated financial statements as well as individual financial statements of the parent 

	When both the parent's and consolidated financial statements are prepared, the information about EPS need be given only on the basis of the consolidated financial statements.

	Apportionment of Net Profit/earnings
	No apportionment specified
	No apportionment specified
	If an enterprise has more than one class of equity shares, net profit or loss for the period is apportioned over the different classes of shares in accordance with their dividend rights.
	If there is more than one class of ordinary share then the earnings are apportioned

amongst them in accordance with their relative rights to dividends or participations and EPS is

given for each class.

	Share application money
	No treatment specified
	No treatment specified
	Share application money pending allotment or any advance share application money as at the balance sheet, are to be treated as s dilutive potential equity shares for the purpose of calculation of diluted earnings per share. 

	


	Related Parties
	US GAAP
	IAS
	Indian GAAP
	UK GAAP

	Definition of related party
	Persons or entities which have significant influence on management or operating policy, including principal owners and management (and their families), and affiliates
	Persons or entities which have significant influence over financial and operating decisions, excluding such entities as finance providers, trade unions, governments and significant customers or suppliers, but including principal owners and management (and their close families) and associates
	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.

Entities such as finance providers, trade unions, governments and significant customers or suppliers are excluded. Principal owners and management (and their close families) and associates and joint ventures of the enterprise are included.
	Two or more parties as defined to be related parties when at any time during the financial period:

one party has direct or indirect control of the other party; or 

the parties are subject to common control from the same source; or 

one party has influence over the financial and operating policies of the other party to an extent that that other party might be inhibited from pursuing at all times its own separate interests;or

 the parties, in entering a transaction, are subject to influence from the same source to such an extent that one of the parties to the transaction has subordinated its own separate interests.

	Definition of Control
	Substantial interest in voting power

	Substantial interest in voting power and power to direct

	Substantial interest in voting power and power to direct

	The ability to direct the financial and operating policies of an undertaking with a view to gaining economic benefits from its activities

	Disclosures
	All material transactions, except compensation arrangements and similar transactions in the ordinary course of business.

Group tax arrangements.

Nature of relationship, description of transactions, amounts involved, balances due to and from other party; common control relationships
	All transfer of resources or obligations to be disclosed. Elements of transaction necessary for an understanding of the financial statements, including transaction volumes, outstanding items and pricing policies.

All relationships where control exists.
	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 following disclosures should be made:

(i) the name of the transacting related party;

(ii) a description of the relationship between the parties;

(iii) a description of the nature of transactions;

(iv) volume of the transactions either as an amount or as an appropriate proportion;

(v) any other elements of the related party transactions necessary for an understanding of the financial statements;

(vi) 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

(vii) amounts written off or written back in the period in respect of debts due from or to related parties. 
	Following details to be given in respect of related party transactions:

the names of the related parties;

a description of the relationship between the parties;

a description of the transactions;

the amounts involved;

any other elements of the transactions necessary for an understanding of the financial statements;

the amounts due to or from related parties at the balance sheet date and provisions for doubtful debts due from such parties at that date; and

amounts written off in the period in respect of debts due to or from related parties

	Entities exempt form disclosure
	No specific guidance

	Govt. depts. in the ordinary course of business and providers of finance, trade unions and public utilities

	Providers of finance, trade unions, public utilities, and govt. depts. in the ordinary course of business. Disclosure  not required where it conflicts with the confidentiality requirements of any statute.

	Disclosure is not required in the financial statements of subsidiary undertakings, 90 per cent or more of whose voting rights are controlled within the group, of transactions with entities that are part of the group or investees of the group qualifying as related parties, provided that the consolidated financial statements in which that subsidiary is included are publicly available.


	Segment reporting
	US GAAP
	IAS
	Indian GAAP
	UK GAAP

	Segment Classification
	US GAAP focuses on operating segments and does not distinguish between Business and Geographic segments as separate categories.
 Component (business activity) of an enterprise about which separate financial information is available that is evaluated regularly by the chief operating decision maker in deciding how to allocate resources and in assessing performance
	Distinguishable component subject to specific risks and returns, either (i) providing related products or services [business] or (ii) within a particular economic environment [geographic]
	Classified as Business segments and Geographical segments. 

Disclosure is also required in terms of Primary and Secondary Segments.
	Classified as Business segments and Geographical segments. 



	Reportable segment
	Report separately a segment whose revenues, profit/loss, or assets exceed 10% of total

Total identified segments should exceed 75% of revenue
	Report separately a segment whose revenues, profit/loss, or assets exceed 10% of total

Total identified segments should exceed 75% of revenue
	Report segment separately if :

(a) its revenue from sales to external customers and from transactions with other segments is 10 per cent or more of the total revenue of all segments; or

(b) its segment result, whether profit or loss, is 10 per cent or more of -

(i) the combined result of all segments in profit, or

(ii) the combined result of all segments in loss, whichever is greater in absolute amount; or

(c) its segment assets are 10 per cent or more of the total assets of all segments.

Total identified segments should exceed 75% of enterprise revenue.
	Report segment separately if :

(a) its revenue from sales to external customers and from transactions with other segments is 10 per cent or more of the total revenue of all segments; or

(b) its segment result, whether profit or loss, is 10 per cent or more of -

(i) the combined result of all segments in profit, or

(ii) the combined result of all segments in loss, whichever is greater in absolute amount; or

(c) its segment assets are 10 per cent or more of the total assets of all segments.

	Information to be disclosed
	Profit/loss, assets, revenues (internal & external), interest (income & expense), unusual & extraordinary items, tax, amortization & other non-cash items, equity investments & related income, investments in fixed assets
	Result, assets & liabilities, revenues (internal & external), amortization & other non-cash items, equity investments & related income, fixed assets acquisitions
	Segment revenue, segment result, total carrying amount of segment assets, total amount of segment liabilities, depreciation and amortisation in respect of segment assets, other significant non-cash expenses etc


	The entity should define in its financial statements each reported class of business and geographical segment. Also segment turnover, segment profit, 

	Reconciliation
	Required for all significant items
	Revenue, result, assets, liabilities
	A reconciliation between the information disclosed for reportable segments and the aggregated information in the enterprise financial statements should be presented. In presenting the reconciliation, segment revenue should be reconciled to enterprise revenue; segment result should be reconciled to enterprise net profit or loss; segment assets should be reconciled to enterprise assets; and segment liabilities should be reconciled to enterprise liabilities.
	The total of the amounts disclosed by segments should agree with the related total in the financial statements. If it does not, a reconciliation between the two amounts should be provided. Reconciling items should be properly identified and explained

	Additional disclosures (if not already included in primary disclosure)
	Revenues by country and by product/service

Long-lived assets by country
	Revenues by business segment and location of customer

Assets and fixed asset acquisitions by business segments and location of assets

Basis of pricing of intersegment transfers
	The basis of pricing inter-segment transfers and any change therein should be disclosed in the financial statements. Changes in accounting policies adopted for segment reporting that have a material effect on segment information should be disclosed.
	If a change is made to the definitions of the segments or to the accounting policies that are adopted for reporting segmental information, the nature of the change, reason for the change and the effect of the change should be disclosed. 


	Financial Instruments (Investments)
	US GAAP
	IAS
	Indian GAAP
	UK GAAP

	Classification and Valuation
	At acquisition, the enterprise may classify its investments i.e., debt and equity securities into:

· Held to maturity

· Available for sale

· Trading

These securities are further classified between current and non-current. This classification is to be reviewed at each reporting date.

Held to maturity debt securities:

Debt securities are classified as held to maturity if the entity has positive intent and ability to hold the security to maturity. These are carried at amortised cost.

The cost basis of an individual security is written down to recognise any decline in fair value that is other than temporary.  The amount of write down is charged off to income and any recovery in value is not reversed. 

All debts receivable that are not securities, and all equity securities that are not marketable, are usually carried at cost, amortised, if appropriate.
Trading

Securities which are bought and held principally for the purpose of selling them in the short term are classified as trading securities and are  carried at fair value. Changes in fair value and realised gains/ losses are included in income statement

Available for sale

These are securities which are not classified either as trading or held to maturity  securities.  These are carried at fair value and any change in fair value is not included in the income but is taken, net of taxes, to a separate component of shareholders’ equity until realised. Realised gains or losses are later included in the income statement.

The cost basis of the individual security is written down to recognise any decline in fair value that is other than temporary.
	It specifies four classifications of financial assets: 

held-to-maturity assets;

originated-loan-or-receivable assets;

trading assets and 

available-for-sale assets.

Held-to-maturity investments are those fixed maturity instruments that an enterprise has the positive intent and ability to hold until the maturity of the instrument. Held-to-maturity investments are also carried at amortized cost, subject to a review for

impairment in value.

Loans and receivables originated by an enterprise should be

measured at amortized cost, less repayments and any provision for impairment. Any

premiums or discounts included in the origination proceeds should be amortized into net profit or loss for the period using the effective interest rate method.

Available-for-sale assets and assets held for trading should be measured at their fair values, with any changes therein flowing through the income statement . Fair values should be calculated without any deduction for transaction costs that the enterprise may incur on sale or other disposal. 
	Investments are classified as long term investments and current investments. 

Further classification of current and long-term investments should be as specified in the statute governing the enterprise. In the absence of a statutory requirement, such further classification should disclose, where applicable, investments in:

(a) Government or Trust securities

(b) Shares, debentures or bonds

(c) Others—specifying nature.

A current investment is an investment that is by its nature readily realisable and is intended to be held for not more than one year from the date on which such investment is made. The carrying amount for current investments is the lower of cost and fair value. For current investments, any reduction to fair value and any reversals of such reductions are included in the profit and loss statement

Investments other than current investments are classified as long term investments. Long-term investments are usually carried at cost. However, when there is a decline, other than temporary, in the value of a long term investment, the carrying amount is reduced to recognise the decline. Where there is a decline, other than temporary, in the carrying amounts of long term investments, the resultant reduction in the carrying amount is charged to the profit and loss statement. The reduction in carrying amount is reversed when there is a rise in the value of the investment, or if the reasons for the reduction no longer exist.

On disposal of an investment, the difference between the carrying amount and the disposal proceeds, net of expenses, is recognised in the profit and loss statement.
	There is no accounting standard that deals

specifically with investments or other financial instruments.

Investments are generally treated as fixed assets

(ones held for continuing use in the business) if they

are held for the long-term and, provided they do not

have a limited useful life, are then stated at cost (or

revalued amount) less provisions for permanent

diminutions in value. Otherwise they are treated as current assets and stated at the lower of cost (or

revalued amount) and net realisable value.

Generally, the IAS format is used for disclosure purposes.
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Preliminary & tentative – for discussion only

