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Gaap means generally accepted accounting principles
whichareissued by |CAl and [FRSmeans| nternational
Financial Reporting Standards. Though both are al-
most similar but there existsthedifferencebetweenthe
two. Following are the points of difference between
Indian GAAPand IFRS:
Cash Flow Statements- Dividend/ I nter est
There is no guidance for classifying cash flows
arising due to Dividend & Interest. They may be
classified as Operating, Financial or I nvesting activi-
ties. Interest and Dividends paid are classified as cash
flows from Financing Activities. Interest and Divi-
dend received areclassified ascash flowsfromInvest-
ing Activities. Only in case of a financial enterprise,
interest paid, interest received anddividendreceived
should be classified as operating activities.
Eventsafter theBalance Sheet Date- Non adjusting
events

IFRS requires disclosure of significant non
adjusting event in the notes to the Financia
Statements Indian GAAP requires disclosure of such
events in the report of the approving authority.
Consolidated Financial Satements

IFRS considers Consolidated Financial State-
ments as the General Purpose Financial Statements.
It is not mandatory to prepare Consolidated Financial
Statements under AS 21. SEBI requiresfrom listed
companies to submit Consolidated Financial State-
ments. Banking Companiesare also required to pre-
pare Consolidated Financial Statements.
Satement of Financial Position (Balance Sheet) -
Format

A current/non-current presentation of as-
setsand liability is used, unless a liquidity presen-
tation provides more relevant andreliable informa-
tion. Certain minimum itemsarepresented ontheface
of the balance sheet.

Accounting standards do not prescribe a par-
ticular format; certain items must be presented on the
faceof the balance sheet. Formats are prescribed by
theCompanies Act and other regulations like
BankingRegulation Act, Insurance Regulatory
Satement of Changesin Equity (SoCI E)

Statement shows capital transactions with
theowners, the movement in accumulated profit/loss
and areconciliation of all other componentsof equity.

No separate statement is required.
Eventsafter theBalance Sheet Date- Non adjusting
events IFRS requires disclosure of significant non
adjusting event in the notes to the Financia
Statements
Indian GAAPrequiresdisclosureof suchevents inthe
report of the approving authority.
Consolidated Financial Satements
IFRSconsidersConsolidated Financial State-
ments as the General Purpose Financial Statements.
It is not mandatory to prepare Consolidated
Financial StatementsunderAS 21. SEBI requiresfrom
listed companies to submit Consolidated Financial
Statements. Banking Companies are also required to
prepare Consolidated Financial Statements.
ChangesinAccounting Policy
Comparative years' information is restated
and the amount of the adjustment relating to prior
period is adjusted against opening balances of
retained earnings of the earliest prior period pre-
sented, unless specifically exempted.
Restatement isnot required.
The effect of changesis included in current year
income statement. The
impact of change is disclosed.
Depreciation on Revaluation of Property, Plant and
Equipment
Depreciation on revalued portion cannot berecouped
out of revaluation reserve
Depreciation on revalued portion can be recouped
out of revaluation reserve
Revaluation Reserveaf Property, Plant and Equipment
Revaluation Reserve isdirectly transferred
to Retained Earnings on derecognition.
Revaluation Reserve is transferred to Income State-
ment on derecognition.
Lifeof IntangibleAssets
Anentity shall assesswhether theuseful life
of anintangibleassetisfiniteor indefinite. If finite, the
length of, or number of production or similar units
would consgtitute useful life.
Anintangible asset shall be regarded by the entity
as having an indefinite useful life when,
based on an analysis of al of the relevant factors,
there is no foreseeable limit to theperiod over which
the asset is expected to generate net cash inflowsfor
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theentity.There is a rebuttable presumption that the
useful life of an intangible asset will not exceed ten
yearsfrom the datewhenthe asset isavailablefor use.
Lifeof IntangibleAssets

Anentity shall assesswhether theuseful life
of anintangible asset isfinite or indefinite. If
finite, the length of, or number of productionor similar
units would constitute useful life.
Anintangible 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 inflowsfor theentity.
There is a rebuttable presumption that the useful
life of anintangible asset will not exceed ten years
from the date when the asset is available for use.
Non current assets held for sale and discontinued
operations
Scope
IFRS-5 sets out requirements for classification,
measurement and presentation of Non-current assets
held for sdle and the classification and presentation
of discontinued operations. There is no specific
standard which prescribes classification, measure-
ment and presentation of all non-current assets held
for sale. However asper AS10itemsof Fixed assetsthat
have been retired from active use and are held for
disposal are stated at lower or their net book value
and net realizable value and shown in the financia
statements.
As 24 deals with disclosures relating to discontinued
operations.
Period of disposal for Non-current assetsheldfor sale
Completed within a year, with limited exceptions.
Notimeframespecified.
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 assetsand liabilitiesfor the current
period only The following is separately disclosed on
thefaceof the profit and loss account separately from
continuing operations:
_ pre-tax profit or loss and related taxes
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_ 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 presentationisrequiredfor Balance Sheet
items.
Financial Assets- Derecognition

Financial assets are derecognised based on
risks and rewards first; control is secondary test.
There is limited guidance for derecognition.
Usually, financial assets are derecognised based on
transfer of risks and rewards.
The ICAI hasissued a Guidance Note onsecuritization
which requires derecognition based on control.
Compound Financial | nstruments

IAS 32 requires compound financial instru-
ments, such as convertible bonds, to besplit into
liability component and equity component and each
component is recorded separately. No split account-
ing required and financial statements are classified
either asequity or liability depending on their primary
nature. For example aconvertible debenture is gen-
erally treated asliability.
I nventory M easur ement

GAAP explainsthat inventory valueis mea
sured onthebasisof FIFO, LIFO andweighted average
method but | FRS does not allow to use LI FO method.
Wecan not uselastinfirst out for cal culationthevalue
of closing stock under IFRS.
Recognition of Revenuefrom Services

GAAP accepts the money as revenue when
total servicesare provided and contract of servicesis
completed. Butif thereiswork ispendingunder service
contract, we can not recognise the revenue from ser-
vice. But IFRS allowsto show the revenue even some
part of servicesare pending. | FRS also use zero profit
model in caseif we can not bereasonably calculatethe
revenue.
Differencein Consgtruction Contract'sRevenueRec-
ognition
In GAAP: Wecan showthe % of completedwork and
recogniseitsrevenuefor showinginour financial state-
ment.
b) InIFRS: IFRSusesonly revenue approach of % of
completion method but it doesnot use the gross profit
approach of % completion method.
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