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Executive summary

CESR provides in this advice details of its work and conclusions concerning the equivalence
of Indian GAAP in accordance with a mandate from the European Commission.

In summary CESR's advice to the Commission is as follows:

CESR has conducted an assessment of the program to converge existing Indian Accounting
Standards with IFRS, focusing in particular on whether this program is comprehensive and
capable of being completed before 31 December 2011. In the timeframe given for this
assessment, CESR has only been able to undertake limited work in relation to Indian GAAP
and would point out that the information available to it has only come from three sources
namely:
~ A meeting between a CESR delegation and representatives from the Institute of
Chartered Accountants of India (ICAID) and the Indian Ministry of Corporate Affairs;
~  Documents supplied to CESR by the ICAL; and
~ Publicly available sources concerning the Indian convergence program and ifs
progress (in particular the concept paper issued by the ICAI in October 2007).

On the basis of the information detailed above, CESR has drawn the following conclusions:

~ The ICAI has made, in July 2007, a public commitment to adopt International
Financial Reporting Standards before 31 December 2011;

~ The Indian Government confirmed publicly in May 2008, its intention to achieve
convergence with IFRS by 2011;

~  The ICAI has noted that it might make modifications to IFRSs to reflect "Indian
conditions" such as requiring additional disclosures, changing some terminology and
omitting some options or alternative treatments. However, these changes are expected
to be minor and the stated intention of both the ICAI and the Indian Government is
that Indian Accounting Standards will to all intents and purposes be fully IFRS
compliant by the end of the program and that Indian issuers will therefore be in a
position to make an absolute statement of compliance with IFRS in their notes.; and

- Effective measures are consequently being taken to secure the timely and complete
convergence of Indian Accounting Standards to International Financial Reporting
Standards by 31 December 2011.

In relation to the third point in paragraph 4 above, CESR would point out that it has discussed
the effects of these proposals with representatives of the ICAI and the Indian Government and
has concluded that they would seem to fall into the category of differences to IFRS that CESR
highlighted in paragraph 24 of its advice to the EC on a mechanism for determining
equivalence (ref CESR/07-289) namely “Regarding the comparison of measurement
principles, CESR considers that it is only necessary that the third country GAAP principles be
allowed under IFRS for these fo be considered acceptable. Consequently, the principles
concerned do not need necessarily to be the same as those an IFRS issucr might have chosen
in the circumstances. This is in line with the spirif of a GAAP being equivalent not the same as
IFRS”.

It is clear from CESR’s interviews with the ICAI and the Indian Government that the two
bodies are working closely together to achieve these objectives.

CESR is consequently of the opinion that the convergence program in India is comprehensive
and has no reason to doubt that the ICAI and the Indian Government will be in a position to
achieve their objectives by 2011.



8. On this basis, if the Commission were minded to allow Indian issuers to use Indian GAAP
when accessing EU markets, CESR recommends the Commission accept Indian GAAP
according to article 4 of the Commission Regulation on the mechanism until it is in a position
to make a decision under article 2.

| IL. Introduction

Backeground

9. The Prospectus Directive and Regulation (“the prospectus regime”)! and the Transparency
Directive? will require the European Commission (“EC or the Commission”) to establish by
2008 whether a given third country GAAP is equivalent to IFRS3:

10. As a result of the prospectus regime, third country issuers who have their securities admitted
to trading on an EU regulated market or who wish to make a public offer of their securities in
Europe, are required from 1st January 2007 to publish a prospectus including financial
statements prepared on the basis of IFRS adopted pursuant to EC Regulation 1606/2002 or on
the basis of a third country’s national accounting standards ("third country GAAP")
equivalent to those standards.

11. Similarly, under the Transparency Directive, from January 2007 third country issuers whose
securities are admitted to trading on an EU-regulated market will also have to provide annual
and half-yearly financial statements which should either be prepared in accordance with
IFRS adopted pursuant to EC Regulation 1606/2002 or third country GAAP equivalent to
those standards.

12. In December 2006 the EC adopted two measures allowing a two-year transitional period
(until December 2008) during which third country issuers can prepare their annual
financial statements and half-yearly financial statements in accordance with the accounting
standards of Canada, Japan or the United States. The aim of these transitional provisions was
to give more time to the standard setters and regulators of those countries to continue with
their convergence processes. As other countries are also in the process of converging their
national GAAPs to IFRS over various periods of time, the Commission considered it
appropriate to allow the same two-year transitional period to third country issuers preparing
their annual and half-yearly financial statements in accordance with a GAAP that is
converging to IFRS, provided certain conditions are met.

I Directive 2003/71/EC of the Furopean Parliament and of the Council of 4 November 2003 on the
prospectus to be published when securities are offered to the public or admitted to trading and amending
Directive 2001/34/EC

Commission Regulation (EC) No 809/2004 of 29 April 2004 implementing Directive 2003/71/EC of the
European Parliament and the Council as regards information contained in prospectuses as well as the
format, incorporation by reference and publication of such prospectuses and dissemination of
advertisements.

2 Directive 2004/109/EC of the European Parliament and of the Council of 15 December 2004 on the
harmonisation of transparency requirements in relation to information about issuers whose securities are
admitted to trading on a regulated market and amending Directive 2001/34/EC.

® The term “IFRS” should be understood in this paper as referring to IFRS as adopted by the EU.

4 Commission Regulation 1787/2006 of 4 December amending Commission Regulation 809/2004 on
prospectuses and Commission Decision 2006/891/EC of 4 December 2006 on the use by third country
issuers of securities of information prepared under internationally accepted accounting standards (“the
Transparency Decision”).
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The abovementioned December 2006 measures envisage a different treatment of third
country issuers before and after January 2009:
~ Transitional period until January 2009. During this phase, accounting frameworks
other than IFRS, Canadian, Japanese or US GAAP may be used subject to certain
conditions®. The decision to accept other accounting frameworks is the responsibility
of the competent authority, although recitals in the two measures state that “7o ensure
comsistency within the Community, CESR should co-ordinate the compefent
authorities’ assessment as fo whether those conditions are satisfied in respect of
individual third country GAAP”,
~ After the transitional period, a third country’s GAAP will be acceptable only if it has
been determined equivalent to IFRS by the European Commission pursuant to their
definition of equivalence which they will establish by 1 January 2008. The
Commission will consult CESR on the appropriateness of the definition of
"equivalence", the ‘"equivalence mechanism" and the actual determination of
equivalence.

Before 1 January 2009, the Commission shall decide on the equivalence of the GAAP of third
countries, pursuant to a definition of equivalence and an equivalence mechanism that it will
have established before 1 January 2008. In order to start the process for determining
equivalence, the EC has asked CESR for advice in several phases. In March 2007 CESR
submitted to the European Commission its first advice containing a definition of equivalence.

In June 2007, CESR submitted its second advice on a mechanism for determining the
equivalence of the GAAPs of third countries to the European Commission. On the basis of this
second advice, the Commission has published Regulation (EC) 1569/2007 “Commission
Regulation establishing a mechanism for the defermination of equivalence of accounting
standards applied by third country issuers of securities pursuant to Directives 2003/71/EC
and 2004/109/EC of the European Parliament and of the Council’ (“Commission Regulation
on the mechanisn”). The Regulation lays down the conditions under which the GAAP of a
third country may be considered equivalent to IFRS pursuant to a definition of equivalence set
in article 2. The Regulation also sets out in article 4 certain conditions for the acceptance of
third country accounting standards for a limited period expiring no later than 3 1st December
2011.

In February 2008, CESR received a request from the Commission to provide advice on
Canadian, Indian and South Korean GAAPs. CESR published a technical advice on Canadian
and South Korean GAAP (Ref/ CESR 08-293) in May 2008. In this paper, CESR indicated that
it intended to consult on Indian GAAP subsequently as it was still ~ at that time -~ in the
process of obtaining information about the situation regarding the use of IFRS in India. This
document addresses the work on a potential decision on the equivalence or acceptance of
Indian GAAP.

Within CESR, the operational group CESR-Fin chaired by Fernando Restoy, executive board
member of the Spanish CNMV, has been charged with fulfilling the EC’s request.

5 According to the revised Article 35.5A (c) of the Prospectus Regulation (and the similar provision in the
Transparency Decision) these conditions are:

(i) The third country authority responsible for the national accounting standards in question has
made a public commitment, before the start of the financial year in which the prospectus is filed,
to converge those standards with IFRS;

(ii) That authority has established a work programme which demonstrates its intention to progress
towards convergence before 31 December 2008; and

(iii) The issuer provides evidence that satisfies the competent authority that the conditions in (i) and
(ii) are met.
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Public Consultation and Timetable

18. Comments are invited on all aspects of this paper but where we anticipate that feedback will

be particularly useful, we have directed stakeholders to some issues for particular comment.

19. The consultation period closes on 24 October 2008. Respondents are invited to send their

comments via CESR's website (www.cesr.eu) under the section "Consultations". CESR
acknowledges that this is still a short period but it results from the Commission’s deadline to
CESR to report to it. CESR will assess the responses received and revise its proposals if
necessary. CESR expects to submit the final advice to the Commission in early November. All
responses that have not been labelled as confidential will be published on CESR’s website.

II. ASSESSMENT

Extract from the Commission’s mandateé

We (the Commission) would like fo ask you (CESR) fo:

For the national GAAPs of countries whose national authority responsible for the national
accounting standards has established a convergence programme envisaged fo be completed
betfore 31 December 2011 and GAAPs of countries which are in the process of converging fo
IFRS, fo provide an assessment of the existing convergence program focussing especially on
whether it is comprehensive and capable of being completed before 31 December 201 1.

Description of the convergence program in India

20. In a concept paper published in October 2007, the Council of the Institute of Chartered

Accountants of India (ICAID), the Indian National Standards Setter, announced a plan to
converge Indian Accounting Standards with International Financial Reporting Standards
(IFRSs) issued by the International Accounting Standards Board (IASB) for public interest
entities, in particular listed companies, so that by their accounting periods commencing on or
after 1st April 2011, such companies would in effect be using full IFRS. “Public interest
entities” are defined in the concept paper as:

~  Listed entities;

~  Banks, financial institutions, mutual funds and insurance entities;

~  Entities with turnover exceeding 1 billion rupees (approximately US$ 25 million);

~  Entities having public deposits and/or borrowings from banks and financial

institutions in excess of 250 million rupees (approximately US$6.25 million); and
~  Holding or subsidiary companies of any of the above entities.

21. The ICAI intends convergence of Indian GAAP to IFRS to take place without any carve-outs

and to become effective for accounting periods beginning on or after 1st April 2011. This said
the ICAI also accepts that a few minor differences may need to remain as:
~  Some optional treatments allowed under IFRS may be omitted in Indian Accounting
Standards (the ICAI wants to reduce or eliminate alternative treatments allowed
under IFRS to ensure better comparability of financial statements between issuers);
~  Some additional disclosures may be required in order to comply with local company
or securities laws; and

6 Please refer to appendix I for the full mandate from the European Commission.
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~  Some terminology used in IFRS may need to be changed to align it more closely with
existing Indian GAAP and Indian legal terminology.

CESR has discussed the effects of these proposals with representatives of the ICAI and the
Indian Government and has concluded that they would seem to fall into the category of
differences to IFRS that CESR highlighted in paragraph 24 of its advice to the EC on a
mechanism for determining equivalence (ref CESR/07-289) namely “Regarding the
comparison of measurement principles, CESR considers that it is only necessary that the third
country GAAP principles be allowed under IFRS for these fo be considered acceptable.
Consequently, the principles concerned do not need necessarily fo be the same as those an
IFRS issucr might have chosen in the circumstances. This is in line with the spirit of a GAAP
being equivalent not the same as IFRS”.

Interpretations issued by the International Financial Reporting Interpretations Committee
(IFRIC) will also be adopted as part of the new accounting standards. All new or revised IFRSs
issued during the period of the convergence program will also be considered for adoption
before 1st April 2011 (for instance the Indian accounting standard equivalent to IFRS 7 has
already been issued by the ICAD).

CESR has been informed that the Accounting Standards Board (ASB) of the Institute of
Chartered Accountants of India (ICAI) has always sought to develop principle-based
Accounting Standards (ASs) based on IFRSs, having regard to the Indian legal and economic
environment. When formulating ASs, the aim of the ICAI has therefore always been to
comply, as far as possible with IFRS. However, in some cases, departures from IFRS have been
necessary to reflect "Indian conditions', for instance the existence of conflicting regulatory
requirements or the level of preparedness of the industry. The aim of the on-going
convergence program therefore is merely to further reduce these differences and does not in
any way represent a major change to the way accounting standards are set in India.

Consequently, the ASB is at the moment modifying Indian Accounting Standards to the extent
necessary to convergence them totally with IFRS. Details of the existing differences between
Indian standards and their matching IFRS counterpart as at 1st August 2008 are given in
Appendix III in as far as such differences have been notified to CESR. As the table shows,
Indian standards should be substantially similar to their IFRS counterparts by the end of the
convergence program.

The ICAI has also established five working groups which are in the process of identifying all
the existing conflicting legal and regulatory requirements which might stand in the way of
convergence. A group has been set up to look at conflicts in relation to banks, insurance
companies, non-financial institutions and company and securities regulation respectively.
The issues raised by these groups are in the process of being discussed with the relevant
governmental or regulatory bodies with a view to any necessary changes in laws and
regulations being put into place before 2011. An exhaustive list of all relevant legal issues is
not publicly available at the moment (as the groups are still in the process of identifying
them) and consequently has not been provided to CESR for the purposes of this assessment.

The ultimate objective of the ICAI and the Indian Government, as stated above, remains that
financial statements prepared under the revised Indian accounting standards will be IFRS
compliant and that issuers will therefore be in a position to make an absolute statement of
compliance with IFRS in their notes. It is clear from CESR’s interviews with the ICAI and the
Indian Government that the two bodies are working closely together to achieve this objective.

CESR has analysed the proposed work program of the ICAL Achieving convergence will mean
the issuance of 2 final standards by the end of 2008 and the issuance of 14 revised standards
by the end of 2009. CESR does not necessarily believe it is in a position to comment on
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individual elements of the programme but has no reason to doubt that, overall, the ICAI may

well be able to achieve convergence by 2011.

Scope of the convergence program

29. In total, at least 6,000 companies listed in India (on the Bombay Stock Exchanges and the
National Stock Exchange of India) will be required to use the newly revised IFRS-based Indian

Accounting Standards when they become compulsory on 1st April 2011.

Legal environment

30. In India, the Accounting Standards Board of ICAI (ASB) is the independent body with all the
powers necessary to develop and establish standards and guidance governing financial
accounting and reporting. It has the power to issue and publish accounting pronouncements
on its own authority which are then made mandatory by Indian law following approval from
the Ministry of Corporate Affairs, through its National Advisory Committee on Accounting
Standards (NACAS).

31. The Securities and Exchange Board of India (SEBI) through the Listing Agreement with Indian
stock-exchanges requires all listed companies to apply the accounting standards issued by the

ICAL

32. A recent public statement? of the Ministry of Corporate Affairs confirmed the intention of the

Indian Government to achieve convergence with IFRS by 2011.

Timetable — Key events

33. The following table gives the key milestones that will need to be met for the Indian
convergence program to be achieved, based on current assumptions in the concept paper and
a changeover date of 1st April 2011 as announced in May 2008 by the Ministry of Corporate
Affairs. The table also identifies the key decisions that both the ICAI and the Indian

Government will need to make in order to implement the convergence program.

2008 - 2009

Revisions to be made to Indian accounting standards to converge
them with their IFRS equivalents. 14 revised Indian standards
will be issued in 2009.

Accounting professionals to obtain training and thorough
knowledge of IFRS.

1st April 2010

All Indian accounting standards to have been issued by ICAI to
allow issuers to prepare comparative information for the
changeover date.

Any last differences from IFRS to be fixed during the year.

I+t April 2011

Changeover date.
First year of reporting under new IFRS-based accounting
standards.

34.In order to ensure a smooth transition to IFRSs by Ist April 2011, the ICAI has been
discussing convergence to IFRSs with the National Advisory Committee on Accounting
Standards established by the Ministry of Corporate Affairs, Government of India, and various

7 See appendix II
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other affected regulators such as the Reserve Bank of India, the Insurance Regulatory and
Development Authority and the Securities and Exchange Board of India. The purpose of these
discussions is to ensure that these bodies too can implement any changes or amendments to
their rules, regulations or processes to enable IFRSs to be acceptable for use by their
constituents by the changeover date.

The ICAI has established a separate working group for liaising with the accounting profession
and with issuers. The objectives of this working group are to prepare both of these interest
groups for transition to IFRS. In particular, the working group aims to:
~  Meet with representatives of the accounting profession and trade associations
representing issuers;
~  Seek the cooperation of the accounting profession in enabling issuers to get ready for
IFRS;
~  Provide support to the accounting profession in conducting seminars and workshops
on IFRS for senior management and accountants both in industry and in practice;
and
- Seek views from the accounting profession on the implementation of IFRS.

According to the ICAIL IFRS knowledge in India is beginning to become more widespread but
over the next few years, market participants will face a number of IFRS education and
resources challenges. Aware of this fact, the ICAI is organising and holding, through its
regional councils and branches, training programs and seminars for both auditors and
preparers at the rate of approximately 4 or 5 seminars a month. In the autumn of 2008 the
ICAI intends to set up further work-shops to continue this education process.

In addition, a certification course on IFRS has been prepared by the Institute who hope to
finalise and commence implementing it over the next three months. The ICAI is also revising
the curriculum for training accountants in India (the Chartered Accountancy Course),
holding continuing professional education workshops, and preparing additional educational
material.

In all between now and 2011 the ICAI has the objective of training over 25,000 of its
members in practice and industry in the use of IFRS.

The ICAI has separate plans to issue some transitional guidance on IFRS (for instance on IAS
39 to help Indian banks with their transition). Such transitional guidance would deal with
the practical aspects of moving to IFRS such as advising issuers to plan to obtain comparative
information in advance of the transitional date given such information is not necessarily
always easy to obtain.

Adoption of future IFRS

40.

41.

After the changeover date, the ICAI has announced that convergence with IFRS will be a
continuing process. All future IFRSs issued by the IASB will first be translated into Hindi and
then endorsed in India as new Indian GAAP, using the same procedure as was used for the
original set of standards in preparation for 2011.

The ICAI plans to closely monitor the IASB’s activities and intends to play a greater role in the

IASB by:

~  providing comments directly to the IASB on various discussion papers and exposure
drafts relating to IFRSs;

~ involving industry and other stakeholders in the formulation of comments with a view to
influencing the formulation of IFRSs and other related pronouncements during their
development stages;
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~ identifying experts who can be selected to participate in IASB working groups;

- providing staff on a secondment basis or otherwise to participate in IASB projects;

- identifying issues regarding the interpretation of IFRSs and referring them to IFRIC; and

- providing, in those cases where IFRIC does not take a particular project onto its agenda,
guidance to its members and other affected parties.

The ICAI has already held several meetings with representatives of the IASB in relation to its
convergence program and its intention to become a user jurisdiction of IFRS although it has
yet to second any staff to the IASB.

As a result of these strategies, the ICAI believes it will be informed in a timely fashion about
any new developments within IFRS. Consequently, when a new standard is issued by the IASB,
the ICAI will have adequate time to assess and discuss internally the adoption of this standard
as an AS.

Assessment of the application of the standards

44.

45.

46.

47.

Under Indian law, the SEBI has the power to enforce financial reporting requirements against
issuers and to sanction them in cases where they are found to be non-compliant with Indian
accounting standards. The ICAI has set up a Financial Reporting Review Board (FRRB), the
role of which is to review the financial statements of listed entities. In the specific case of the
non-compliance of a listed company with financial reporting requirements, the FRRB is
obliged to report relevant details to the SEBI which will consider bringing sanctions against
the issuer concerned.

Both the ICAI (through its Code of Practice, which is given statutory effect by the Chartered
Accountants Act 1949) and the SEBI have extensive powers to take punitive action against
issuers and their directors for non-compliance with financial reporting requirements which
include disqualification, fines and, in severe cases, imprisonment. Only a court however can
actually require an issuer to restate its financial statements.

During the last 4 years, the FRRB has reviewed 107 companies and reported 79 cases of non-
compliance to the SEBI.

The ICAI has not indicated any intention of changing the structure of the enforcement system
in India as a result of moving to the use of the newly revised accounting standards during its
discussions with CESR regarding its convergence program.

Assessment of the convergence program in India

48.

For the purpose of making a decision on equivalence or on whether a third country GAAP
qualifies for an extension of the existing transitional period, the European Commission has
requested CESR to provide an assessment of the convergence program in India, focusing in
particular on whether this program is comprehensive and capable of being completed before
31 December 2011. In the timeframe given for this assessment, CESR has only been able to
undertake limited work in relation to Indian GAAP as most of the information available to it
has only come from three sources:
~ A meeting between a CESR delegation and representatives from the ICAI and the
Ministry of Corporate Affairs;
- Documents supplied to CESR by the ICAL; and
-~ Publicly available sources concerning the Indian convergence program and its
progress (in particular the concept paper).

10
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49.

50.

On the basis of the information detailed above, CESR has drawn the following conclusions:

~ The ICAI has made, in July 2007, a public commitment to adopt International
Financial Reporting Standards before 31 December 2011,

-~ The Indian Government confirmed publicly, in May 2008, its intention to achieve
convergence with IFRS by 2011,

~  The ICAI has noted that it might make modifications to IFRSs to reflect "Indian
conditions' such as requiring additional disclosures, changing some terminology and
omitting some options or alternative treatments. However, these changes are expected
to be minor and the stated intention of both the ICAI and the Indian Government is
that Indian Accounting Standards will to all intents and purposes be fully IFRS
compliant by the end of the program; and

~  Effective measures are consequently being taken to secure the timely and complete
convergence of Indian Accounting Standards to International Financial Reporting
Standards by 31 December 2011.

On this basis, if the Commission were minded to allow Indian issuers to use Indian GAAP
when accessing EU markets, CESR recommends the Commission accept Indian GAAP
according to article 4 of the Commission Regulation on the mechanism until it is in a position
to make a decision under article 2.

Question: Given the circumstances described above, do you agree with CESR’s assessment on
Indian GAAP?

2

FINAL CAVEAT IN RELATION TO THIS ADVICE

51.

52.

53.

As stated in paragraph 66 of its May 2007 advice, CESR considers that a pre-requisite for any
GAAP to be recognised as equivalent is that "filters" at the country level, and audit assurance
and enforcement at the entity level are sufficient for investors to be able to rely on them. CESR
also stated in that advice that for the purposes of establishing equivalence, CESR would also
assume that third country GAAPs are properly applied and that the necessary filters for
ensuring market confidence are in place for third country issuers using or participating in
the EU capital markets.

CESR is aware that the European Commission is performing work in order to establish the
status of third country auditors under the 8% Directive and consequently has not attempted to
perform its own assessment of such matters in the context of this advice. CESR would
however point out that this advice will need to be considered in the light of the results of such
work.

Noting the above but included for the sake of completeness, CESR has also been made aware
of the following facts during the course of its work on the Indian convergence program
which relate to the oversight of the accounting profession in India:
~ The Independent Disciplinary Directorate of the ICAI is empowered under the
Chartered Accountants Act 1949 to take action against audit firms in cases of
professional misconduct. The scope of the actions it may take against such firms are
similar to those detailed as available to it against issuers in paragraph 46 above.
~  The ICAI is also empowered to take action against any of its members as individuals
for failure to comply with professional standards whether they are active in practice
or in industry.
~  The ICAI has constituted a Peer Review Board aimed at improving and enhancing the
quality of services provided by its members particularly regarding compliance with
technical standards. The Peer Review Board has a program for reviewing the work of
Indian audit firms on a regular basis.

11




| V. Appendices

| Appendix I — Draft request from the European Commission to CESR for technical advice

EUROPEAN COMMISSION

L2t 4 Internal Market and Services DG
FREE MOVEMENT OF GAPITAL, COMPANY LAW AND CORPORATE GOVERNANCE
gt The Director

Y
Hak

Brussels, 071-02.08 00000402
DG MARKT/F3/J1H/ga D(2008) 1217

Mr. Eddy Wymeersch

Chairman

Committee of European

Securities Regulators

11-13 Avenue de Friedland — 75008
PARIS FRANCE

Subject: Preparatory work concerning the deter of equival of
third country GAAPs under the Transparency Directive and
Prospectus Regulation

Dear Mr. Wymeersch,

I am pleased to inform you that on 21 December 2007 the Commission Regulation which
defines cquivalence and establishes the mechanism for determining the equivalence of
individual third country GAAPs was adopted'. This regulation enables the Commission
to approach to equivalence determinations of third country GAAPs to be made in the
course of this year.

In this respect I would like to thank you for the work you are undertaking based on our
request of December 2007 to assess primarily the U.S., Japanese and Chinese GAAP.
CESR's timely contribution by the end of February 2008 will be very important for the
Commission in view of the equivalence determinations of these GAAPs.

The Commission shall report to the European Securities Committee and to the European
Parliament on the evaluation of the equivalence of GAAPs of third countries in April
2008. By July 2008 the Commission must ensure a determination of equivalence of third
countries, in accordance with the definition and equivalence mechanism established in
the regulation mentioned above.

In the request we addressed to CESR in December last year and which was especially
focused on assessment of GAAPs of U.S., Japan and China, we also mentioned that other

! Commission Regulation (EC) No 15692007 of 21 D ber 2007 blishing a hanism for the
determination of equivalence of accounting standards applied by third country issuers of securities pursuant
to Directives 2003/7L/EC and 2004/109%/EC of the European Parliament and of the Council; OJ L 340,
22.12.2007, p. 66

Ci B-1048 ! C i [B-1048 Brussel - Belgium.
Telephone: (32-2) 288 11 11,
hitpcifec. europa.ewinternal_markel’
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GAAPs could be added at a later stage and that the equivalence mechanism has to remain
open-ended if it is to meet the statutory objectives under the Prospectus regime and the
Transparency Directive.

In this respect, we would like now to extend our request. We would like to ask you to:

For the national GAAPs of countries whose national authority responsible for the
national accounting standards has established a convergence programme envisaged to be
completed before 31 December 2011 and GAAPs of countries which have substantially
converged with IFRS (India, South Korea and Russia) or whose national authority has
made a public commitment to adopt IFRS before 31 December 2011 (Canada), provide
an assessment of the existing convergence programmes or programmes to adopt IFRS,
focussing especially on whether it is comprehensive and capable of being completed
before 31 December 2011.

This also implies that where, as a result of its assessment, CESR concludes that a
particular third country GAAP does fulfil the criteria necessary for considering it as
equivalent to IFRS, CESR should assess this GAAP as regards its full equivalence.

In view of the overall time-table as set out in the letter, CESR’s third advice is sought
preferably by 25 April 2008 as regards the assessment of the convergence programme of
South Korean GAAP and the adoption programme of IFRS in Canada and by the later
date of 9 May 2008 for the assessment of convergence programmes in India and Russia
which may be a more complex exercise. This timing is necessary in order to allow the
Commission to consider the national GAAPs of the third countries mentioned above in
its determination of equivalence.

We acknowledge that the time pressure of this exercise is significant, both for the
Commission and for CESR. The Commission will be making extensive use of CESR's
advice and we greatly appreciate the excellent cooperation between the services of DG
MARKT and those of CESR and look forward to it continuing on these challenging files.

Yours sincerely,

Pierre DELSAUX

Contact: A. Leppilahti, +32 229 67961, R. Croci +32 229 92174,
J. Hrudova, +32 229 53757

13



| Appendix II — Announcement from the Ministry of Corporate Affairs

PRESS NOTE

SUBJECT : NOTIFICATION OF ACCOUNTING STANDARDS BY THE
CENTRAL GOVERNMENT UNDEE THE COMPANIES ACT,
1956.

The Government recognices the importance of financial reporting in
providing essendal financial information about the company to its cshareholders
and other stakeholders, as an integral and important part of good corporats
governance. Such information needs to be reliable, free from bias and chould
enabls comparizon on the basizs of common benchmariks. This, in turn,
necessitates an appropriate, financial reporting system in the form of accounting
standards that incorporate sound accounting principl=s and reflect a true picturs
of the financial health of the company while snsuring l=gally enforceakbls

accountability.

2. The work of formulating down accounting standards for the companies
operating in India was initated when the Institute of Chartered Accountants of
India (ICAI}, a statutory body regulating the accounting profescion in the country,
first tock up this task in 1977. However, the accounting standards prepared and
izsued by the [CAI were mandatory only for itc members, who, while discharging
their auwdit function, werse regquired to examine whether the said standards of
accounting were complied with. With the amendment of the Companie=s Act, 1956
through the Companiss (Amendment] Act, 1999, accounting standards as well as
the manner in which thsy wers to be prescribed, were provided a statutory

backing.

3. Today, im pursuance of the statutory mandate provided under the
Companies Act, 1956, the Central GCovernment prescribes accounting standards in
consultation with the National Advisory Committes on Accounting Standards
[HACAS), also established under the Companies Act, 1956, MACAS, a body of
experts inchuding representatives of various regulatory bodizs and Government
agenci=s, has been sngaged im the sxercize of examining Accounting Standardszs
preparsd by ICAI for use by [ndian corporate sndties, since its constituticon in

2001, In thic axercize, it has adapted the international norms establiched by the

1
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Internadonal Financial Reporting Standards issued by the niernational

Accounting Standards Soard.

3 The Central Government notifiad 28 Accounting Standards (A2 1 to 7 and
AR 9 to 29) in December 2006 in the form of Companies [Accounting Standard)
Ruleg, 2006, after receiving recommendations of NACAS. These Accounting
Standards are to be applied with effect from company financial year 2007-08, the
accounts with respect to which are to be finalized during 2008-09. In notifying
the Accounting Standards, the Government has adopted a policy of enabling
disclosure of company accounts in a trancparent manner at par with widely
accepted international practicez, through a procesz of convergence with the
Internadonal Financial Feporting Standards (IFES) iscued by the Internaticnal
Accounting Standards Board [[ASH). [n doing so, the reguirementz of the
companies functioning in the country are being kept in wiew. The initiatgwve for
harmonization of the [ndian accounting standards with IFES, taken up by NACAS
in 2001 and implemented through notification of accountng standards by the
Central Government in 20068, would be condnued by the Government with ths

intenton of achieving convergence with I[FRES by 2011.

3. Consistent with international practices, the accounting standards are
prepared in India in context of the issues concerning large publicly held and listed
corporate entities o acs to enable the widest possible coverage of financial issues
concerning a corporate entity. Consequently, some of the reguirements of
accounting standards may prove to be onerous for Emall and Medivm Companiss
[SMCs), who may not have the necessary resources to apply these requirements
and incur associated compliance costs. Also, users of financial statementz of the
SMCz and their informaton requirements may also have limited requirements.
Keeping thiz in view, necessary exemptions and relaxations to SMCs have been
incorporated in the accounting standardz on the recommendation of HACAS to
enable them to apply the broad frameworlke of the Accounting Standards in a

simple manner.

& The accounting and financial repordng practices need to change and svolve
with the changing business and econocmic situation. Accounting practices
prevailing in the country would also need to develop likkewice. The institutional
arrangemeants under the Companies Act, 1955 enable such developmentz through
the efforts of HACAS and with inputs from ICAI and other gquarters to meet the

-
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requirements of a changing sconomy. In thiz context, ICAl would continue to
prepars and heold public consultation on standards of accounting for general
application to various endties. It may also izssue advice and guidance to its
members to consider following certain pracricesz approwved by it in pursuance of
prudence. The Government would examine further accountdng standards wo be
followed by companies, on the bazis of the standards proposed by ICAL, subject to
the recommendations of NACAS thereon, for notification in accordance with the
procedure laid down wunder the Companiess Act, 1838, In the process, the
approach of convergence with International Financial Eeporting Standards issued
by the International Accounting Standards Board ([ASEH), being increasingly
maccepted ats a common standard internationally, would be continued zo that the
financial informaticn disclosed by Indian companies compares well writh that
dizclozsed by non-Indian companies in compliance witk IFES. Thiz would ot only
provide reliable financial information to inwvestors globally but also lower
compliance costs since the need for restatement of accounts would be obviated for
Indian companies seeking to tap intermational financial markets.

-

The Ministry of Corporate Affairs would, through the reform of accounting
standards, continue to strengthen the corporate financial systems, at par in the
best internatonal practices, in the intersst of all stakeholdsrs to mest thes

requirements of India’s changing economy.

No. 1/5/2001-CL.V Dated the  13th May, 2008

Ministry of Corporate Affairs

The Preas Information ©Officer, Press Information Buream,
Ministry of Information and Broadcasting, with the reguest that the
above mentioned Press Note may be given wide publicity.

(Jitesh Khosla)
Joint Secretary to the Government of India
Tel. : 2338 4380
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| Appendix III — Major departures in Indian Accounting Standards from the corresponding IFRSs

The present position of Indian accounting standards has been depicted in the following comparative statements of International Financial Reporting
Standards and Indian Accounting Standards.

L. Indian Accounting Standards already issued by the Institute of Chartered Accountants of India (ICAI) corresponding to the International Financial

Reporting Standards.
International Financial Indian Accounting
S. | Reporting Standards (IFRSs) Standards (ASs) . .
- - Major Differences
No. No Title of the No Title of the
) Standard ) Standard
1. |IAS1 Presentation of AS 1 | Disclosure of AS 1 is based on the pre-revised IAS 1. AS 1 is presently under revision to bring it in line with the IAS 1.
Financial Accounting The Exposure Draft of the revised AS 1 is being finalised on the basis of the comments received on its limited
Statements Policies exposure amongst the specified outside bodies. There is no difference between the Exposure Draft and IAS 1.
2. IAS 2 Inventories AS 2 | Valuation of AS 2 is based on IAS 2 (revised 1993). IAS 2 has been revised in 2003 as a part of the IASB’s improvement
Inventories project. Major differences between AS 2 and IAS 2 (revised 2003) are as follows:

Differences due to level of preparedness

1. IAS 2 specifically deals with costs of inventories of an enterprise providing services. However, keeping
in view the level of understanding that was prevailing in the country regarding the treatment of inventories
of an enterprise providing services at the time of last revision of AS 2, the same are excluded from the scope
of AS 2.

2. Keeping in view the level of preparedness in the country at the time of last revision of AS 2, AS 2
requires lesser disclosures as compared to IAS 2.

3. TAS 2 specifically provides that the measurement requirements of the Standard do not apply to the
measurement of inventories held by commodity broker-traders who measure their inventories at fair value
less costs to sell. AS 2 does not contain any exclusion or separate provisions relating to inventories held by
commodity broker-traders. (Broker-traders are those who buy or sell commodities for others or on their
own account. The inventories are principally acquired by a broker-trader with the purpose of selling in the
near future and generating a profit from fluctuations in price or broker-traders’ margin.) By implication,
the measurement basis laid down in the standard, lower of cost and net realisable value, applies to
inventories of commodity trader-brokers.

Conceptual differences
4. AS 2 specifically excludes “selling and distribution costs” from the cost of Inventories and provides that




it is appropriate to recognise them as expenses in the period in which they are incurred. However IAS 2
excludes only “Selling Costs” and not “Distribution Costs”.

5. AS 2 does not deal with the issues relating to recognition of inventories as an expense including the
write down of inventories to net realisable value and any reversal of such write down.

6. AS 2 provides that the cost of inventories of items other than those which are not ordinarily
interchangeable and goods or services produced and segregated for specific projects should be assigned by
using the first-in, first-out (FIFO), or weighted average cost formula. It is specifically required by AS 2 that
the formula used should reflect the fairest possible approximation to the cost incurred in bringing the items
of inventory to their present location and condition. However IAS 2 does not require the same for the choice
of the formula to be used, rather it requires that same cost formula should be used for all inventories having
a similar nature and use to the entity.

Exposure Draft of AS 2 is being issued to converge with IAS 2. There is no difference between the ED and
IAS 2.

The
corresponding
IAS has been
withdrawn

AS 6

Depreciation
Accounting

AS 6 was formulated on the basis of I1AS 4, Depreciation Accounting, which has been withdrawn since. The
corresponding Indian Accounting Standard (AS) 10, Accounting for Fixed Assets, is being revised to bring it
in line with IAS 16. The Council has approved the draft of the revised AS 10 and the same will be issued
shortly. Upon issuance of the revised AS 10, AS 6 would be withdrawn.

4. IAS 7

Cash Flow
Statements

AS 3

Cash Flow
Statements

AS 3 is based on the current IAS 7. The major differences between IAS 7 and AS 3 are as below:
Differences due to removal of alternatives

1. In case of enterprises other than financial enterprises, unlike IAS 7, AS 3 does not provide any option with
regard to classification of interest paid. It requires interest paid to be classified as financing cash flows.

2. In case of enterprises other than financial enterprises, AS 3 does not provide any option with regard to
classification of interest and dividend received. It requires interest and dividend received to be classified as
investing cash flows.

3. AS 3 also does not provide any option regarding classification of dividend paid. It requires dividend paid
to be classified as financing cash flows.

AS 3 is presently under revision to converge with IAS 7.

5. IAS 8

Accounting
Policies, Changes
in Accounting
Estimates and
Errors

AS 5

Net Profit or
Loss for the
Period, Prior
Period Items
and Changes in
Acc. Pol.

AS 5 is based on the earlier IAS 8. AS 5 is presently under revision to bring it in line with the current IAS 8.
The exposure draft of the revised AS 5 is being prepared on the basis of the comments received on its limited
exposure among the specified outside bodies. There is no major difference between IAS 8 and the draft
revised standard.

6. IAS 10

Events After the
Balance Sheet
Date

AS 4

Contingencies
and Events
Occurring after

AS 4 is based on the pre-revised IAS 10 which dealt with the Contingencies as well as the Events Occurring
After the Balance Sheet Date. Recently, on the lines of IAS 37, the ICAI has issued AS 29. Pursuant to the
issuance of AS 29, the portion of AS 4 dealing with the Contingencies, except to the extent of impairment of
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the Balance assets not covered by other accounting standards, stands superseded. AS 4 now deals with the Events After
Sheet Date the Balance Sheet Date. AS 4 is presently under revision to bring it in line with the corresponding IAS 10.
Difference due to legal and regulatory environment
1. As per IAS 10, proposed dividend is a non-adjusting event. However, as per the Indian law governing
companies, provision for proposed dividend is required to be made, probably as a measure of greater
accountability of the company concerned towards investors in respect of payment of dividend. While
attempts are made, from time to time, at various levels, to persuade the Government for changes in law; it
is a time-consuming process.
2. As per IAS 10, non-adjusting events, which are material, are required to be disclosed in the financial
statements. However as per AS 4, such disclosures are required to be made in the report of the approving
authority and not in the financial statements.
7. IAS 11 | Construction AS 7 | Construction AS 7 is based on the current IAS 11.
Contracts Contracts There is no difference between AS 7 and 1AS 11.
8. | IAS12 | Income Taxes AS 22 | Accounting for | Differences due to level of preparedness
Taxes O | Keeping in view the level of preparedness in the country at the time of issuance of AS 22, AS 22 was based
Income on the Income Statement Approach.
ICALI is revising AS 22 to bring it in line with IAS 12.
9. IAS 14 | Segment AS 17 | Segment AS 17 is based on the current IAS 14. The major differences between IAS 14 and AS 17 are described
Reporting Reporting hereinafter.

Differences due to removal of alternatives

1. IAS 14 encourages, but does not require, the reporting of vertically integrated activities as separate
segments. However, under AS 17, in case a vertically integrated segment meets the quantitative norms for
being a reportable segment, the relevant disclosures are required to be made.

2. As per IAS 14, a segment identified as a reportable segment in the immediately preceding period on
satisfying the relevant 10% threshold, shall be reportable segment in the current period also if the
management judges it to be of continuing significance. However as per AS 17, this reporting is mandatory
without considering the management’s judgement.

Differences due to level of preparedness

3. IAS 14 prescribes certain additional disclosure requirements regarding enterprise’s share of profit or
loss of associates and joint ventures and regarding restatement of prior year information, etc. At the time
of issuance of AS 17, there were no Accounting Standards in India dealing with accounting for investments
in associates and joint ventures, etc. Accordingly, these disclosures are not specifically covered in AS 17.

4. As per IAS 14, for a segment to qualify as a reportable segment, it is required for it to earn the majority
of its revenue from external customers in addition to meeting the 10% threshold criteria of revenue,
operating results or total assets required in AS 17.
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The IASB has recently issued IFRS 8 on ‘Operating Segments’ which would supersede IAS 14 with eftect
from January 2009. The ASB of the ICAI would consider the above differences between AS 17 and IAS 14
while revising AS 17 fo bring it in line with IFRS 8 on ‘Operating Segments’.
10. | IAS 16 | Property, Plant AS 10 | Accounting for | AS 10 is based on the earlier IAS 16. AS 10 has now been revised to bring it in line with the current IAS 16.
and Equipment Fixed Assets The revised AS 10 has been approved by the Council and the NACAS. The following is the major difference
between IAS 16 and the revised AS 10:
Differences due to legal and regulatory environment
In India, the law governing the companies prescribes minimum rates of depreciation. Keeping this in view,
the revised AS 10 recognises that depreciation rates prescribed by the statute would be the minimum rates
of depreciation.
11. | IAS 17 | Leases AS 19 | Leases AS 19 is based on IAS 17 (revised 1997). IAS 17 has been revised in 2004. The major differences between
IAS 17 and AS 19(revised 2004) are described hereinafter.
Conceptual differences
1. Keeping in view the peculiar land lease practices in the country, lease agreements to use lands are
specifically excluded from the scope of AS 19 whereas IAS 17 does not contain this exclusion.
2. IAS 17 specifically provides that the Standard shall not be applied as the basis of measurement for:
(a) property held by lessees that is accounted for as investment property;
(b) investment property provided by lessors under operating leases;
(c) biological assets held by lessees under finance leases; or
(d) biological assets provided by lessors under operating leases
However, AS 19 does not exclude the above from its scope.
5. AS 19 specifically prohibits upward revision in estimate of unguaranteed residual value during the
lease term. However IAS 17 does not prohibit the same.
6. As per IAS 17 initial direct costs incurred by a lessor other than a manufacturer or dealer lessor have to
be included in amount of lease receivable in the case of finance lease resulting in reduced amount of
income to be recognised over lease term and in the carrying amount of the asset in the case of operating
lease as to expense it over the lease term on the same basis as the lease income. However, as per AS 19,
these can be either charged off at the time of incurrence in the statement of profit and loss or can be
amortised over the lease period.
12. | IAS 18 | Revenue AS9 | Revenue AS 9 is based on the earlier IAS 18. AS 9 is presently under revision to bring it in line with the current IAS
Recognition 18. AS 9 is presently under revision to converge with IAS 18.
13. | IAS 19 | Employee Benefits | AS 15 | Employee AS 15 is based on the current IAS 19. The major differences between IAS 19 and AS 15 are described
Benefits hereinafter.
Difference due to removal of alternatives




1. Unlike IAS 19, AS 15 does not provide any option with regard to recognition of actuarial gains and
losses. It requires such gains and losses to be recognised immediately in the statement of profit and loss.

Conceptual Difference

2. Regarding recognition of termination benefits as a liability, it is felt that merely on the basis of a detailed
formal plan, it would not be appropriate to recognise a provision since a liability cannot be considered to be
crystallised at this stage. Accordingly, AS 15 provides criteria for recognition of a provision for liability in
respect of termination benefits on the basis of the general criteria for recognition of provision as per AS 29,
Provisions, Contingent Liabilities and Contingent Assets (corresponding to IAS 37).

It may be noted that the IASB has recently issued an Exposure Draft of the proposed Amendments to IAS 19
whereby the criteria regarding recognition of termination benefits as a liability are proposed to be amended.
The Exposure Draft proposes that voluntary termination benefits should be recognised when employees
accept the entity’s offer of those benefits. We, in our comments on the Exposure Draft, have pointed out
that in a country such as India, such a requirement would give erroneous results since the schemes
generally have the following characteristics in terms of the steps involved in implementing the scheme:

(i) Announcement of the scheme by an employer, which is considered as an ‘invitation to offer’ to the
employees rather than the offer to the employees for voluntary termination of their services.

(ii) Employees tender their applications under the scheme. This does not confer any right to the employees
under the scheme to claim termination benefits. In other words, tendering of application by an employee is
considered as an ‘offer’ in response to ‘invitation to offer’, rather than acceptance of the offer by the
employee.
(iii) The acceptance of the offer made by the employees as per (ii) above by the management.
Keeping in view the above, we have suggested that as per the above scheme, liabilities with regard to
voluntary termination benefits should be recognized at the time when the management accepts the offer of
the employees rather than at the time the employees tender their applications in response to the ‘invitation
to offer’ made by the management.
If our comments on the Exposure Draft are accepted, the amended criteria in IAS 19 would result into
recognition of the liability broadly at the same time as under the criteria prescribed in AS 15.
Incidentally, it may be mentioned that the treatment prescribed in AS 15 is also in consonance with the legal
position in India.

14.

IAS 20

Accounting for
Government
Grants

AS 12

Accounting for
Government
Grants

AS 12 revised corresponding to IAS 20 has been approved by the Council and the NACAS. There is no
difference between the Draft of the standard and IAS 20.

15.

IAS 21

The Effects of
Changes in
Foreign Exchange
Rates

AS 11

The Effects of
Changes in
Foreign
Exchange Rates

Difference due to level of preparedness

1. AS 11 is based on the integral and non-integral foreign operations approach, i.e., the approach which
was followed in the earlier IAS 21 (revised 1993).

2. The current IAS 21, which is based on ‘Functional Currency’ approach, gives similar results as that
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under pre-revised IAS 21, which was based on integral /non-integral foreign operations approach.
Accordingly, there are no significant differences between IAS 21 and AS 11.
3. The current AS 11 has recently become effective, i.e., from 1-4-2004. It is felt that some experience
should be gained before shifting to the current IAS 21.
16. | IAS 23 | Borrowing Costs | AS 16 | Borrowing There is no major difference between AS 16 and IAS 23 (revised 2007).
Costs
17. | IAS 24 | Related Party AS 18 | Related  Party | AS 18 is based on IAS 24 (reformatted 1994) and following are the major differences between the two.
Disclosures Disclosures Conceptual differences
1. According to AS 18, as notified by the Government, a non-executive director of a company should not
be considered as a key management person by virtue of merely his being a director unless he has the
authority and responsibility for planning, directing and controlling the activities of the reporting enterprise.
However, IAS 24 provides for including non-executive director in key management personnel.
2. In AS 18 the term ‘relative’ is defined as “the spouse, son, daughter, brother, sister, father and mother
who may be expected to influence, or be influenced by, that individual in his/her dealings with the
reporting enterprise” whereas the comparable concept in IAS 36 is that of ‘close members of the family of
an individual’ who are “those family members who may be expected to influence, or be influenced by, that
individual in their dealings with the entity. They may include:
(@) the individual’s domestic partner and children,;
(b) children of the individual’s domestic partner; and
(c) dependants of the individual or the individual’s domestic partner.”
18. | IAS 27 | Consolidated and | AS 21 | Consolidated AS 21 is based on IAS 27 (revised 2000). AS 21 is presently under revision to converge with IAS 27.
}Egpar aftel l; 1“?““&1,[ Difference due to legal and regulatory environment
S}[Z’?errlﬁleits atements Keeping in view the requirements of the law governing the companies, AS 21 defines control as ownership
of more than one-half of the voting power of an enterprise or as control over the composition of the
governing body of an enterprise so as to obtain economic benefits. This definition is different from IAS 27,
which defines control as “the power to govern the financial and operating policies of an enterprise so as to
obtain benefits from its activities”.
Conceptual Differences
Goodwill/Capital reserve is calculated by computing the difference between the cost to the parent of its
investment in the subsidiary and the parent’s portion of equity in the subsidiary in AS 21 whereas in IAS 27
fair value approach is followed.
19. | IAS 28 | Investments in AS 23 | Accounting for | AS 23 is based on the IAS 28 (revised 2000).. AS 23 is presently under revision to converge with IAS 28.
Associates Investments in | Conceptual Differences
Associates The conceptual differences, explained in relation to IAS 27, are relevant in this case also.




20.

IAS 31

Interests in Joint
Ventures

AS 27

Financial
Reporting of
Interests in Joint
Ventures

AS 27 is based on the IAS 31 (revised 2000). AS 27 is presently under revision to converge with IAS 31.
Difference due to removal of alternatives

1. Unlike IAS 31, AS 27 does not provide any option for accounting of interests in jointly controlled entities in
the consolidated financial statements of the venturer. It requires proportionate consolidation to be followed and
venturer’s share of each of the assets, liabilities, income and expenses of a jointly controlled entity to be reported
as separate line items.

Conceptual Differences

2. The conceptual differences, explained in relation to IAS 27, are relevant in this case also.

21.

IAS 32

Financial
Instruments:
Presentation

AS 31

Financial
Instruments:
Presentation

ICAI has recently issued AS 31 corresponding to IAS 32 and which will come into effect in respect of
accounting periods commencing on or after 1-4-2009 and will be recommendatory in nature for an initial
period of two years. There is no difference between AS 31 and corresponding IAS 32.

22.

IAS 33

Earnings Per
Share

AS 20

Earnings Per
Share

AS 20 is based on the IAS 33 (issued 1997). Revisions made to IAS 33 are being looked into by the ASB of
the ICAL

Differences due to level of preparedness

1. Asper IAS 33 revised, basic and diluted amounts per share for the discontinued operation are required to be
disclosed. However AS 20 does not require such disclosures.

2. IAS 33 revised requires the disclosure of antidilutive instruments also which is not required by AS 20.

23.

IAS 34

Interim Financial
Reporting

AS 25

Interim
Financial
Reporting

AS 25 is based on the current IAS 34. The major differences between IAS 34 and AS 25 are described
hereinafter.

Differences due to legal and regulatory environment

1. In India, at present, the statement of changes in equity is not presented in the annual financial
statements since, as per the law, this information is required to be disclosed partly in the profit and loss
account below the line and partly in the balance sheet and schedules thereto. Keeping this in view, unlike
IAS 34, AS 25 presently does not require presentation of the condensed statement of changes in equity.
However as a result of proposed revision to AS 1, limited revision to AS 25 has also been proposed, which
requires to present the condensed statement of changes in equity as part of condensed financial statements
and limited exposure for the same has been made.

2. Keeping in view the legal and regulatory requirements prevailing in India, AS 25 provides that in case a
statute or a regulator requires an enterprise to prepare and present interim information in a different form
and/or contents, then that format has to be followed. However, the recognition and measurement
principles as laid down in AS 25 have to be applied in respect of such information.

24.

IAS 36

Impairment  of
Assets

AS 28

Impairment of
Assets

AS 28 is based on the IAS 36 (issued 1998). At the time of issuance of AS 28, there was no major difference
between AS 28 and IAS 36.

IASB, pursuant to its project on Business Combinations, has made certain changes in IAS 36. AS 28 is
presently under revision to converge with IAS 36.




25.

IAS 37

Provisions,
Contingent
Liabilities and
Contingent Assets

AS 29

Provisions,
Contingent
Liabilities and
Contingent
Assets

AS 29 is based on the current IAS 37. The major differences between IAS 37 and AS 29 are described
hereinafter.
Difference due to level of preparedness

1. AS 29 requires that the amount of a provision should not be discounted to its present value since
financial statements in India are prepared generally on historical cost basis and not on present value basis.
However a limited revision is being proposed to bring it in line with IAS 39 insofar as this aspect is
concerned.

Conceptual Differences

2. IAS 37 deals with ‘constructive obligation’ in the context of creation of a provision. The effect of
recognising provision on the basis of constructive obligation is that, in some cases, provision will be
required to be recognised at an early stage. For example, in case of a restructuring, a constructive obligation
arises when an enterprise has a detailed formal plan for the restructuring and the enterprise 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. It is felt that merely on the basis of a detailed formal
plan and announcement thereof, it would not be appropriate to recognise a provision since a liability cannot
be considered to be crystalised at this stage. Further, the judgment whether the management has raised valid
expectations in those affected may be a matter of considerable argument.

In view of the above, AS 29 does not specifically deal with ‘constructive obligation’. AS 29, however,
requires a provision to be created in respect of obligations arising from normal business practice, custom
and a desire to maintain good business relations or act in an equitable manner. In such cases, general
criteria for recognition of provision are required to be applied.

Incidentally, it may be mentioned that the treatment prescribed in AS 29 is also in consonance with the legal
position in India.

3. Unlike IAS 37, as a measure of prudence, AS 29 does not require contingent assets to be disclosed in the
financial statements.

26.

IAS 38

Intangible Assets

AS 26

Intangible
Assets

AS 26 is based on IAS 38 (issued 1998). IASB, as a part of its project on Business Combinations, has revised
IAS 38. AS 26 is presently under revision to converge with IAS 38.

Following are the major differences between AS 26 and IAS 38:

Conceptual Differences

1. An intangible asset is defined as an identifiable non-monetary asset, without physical substance, held for
use in the production or supply of goods or services, for rental to others, or for administrative purposes
whereas IAS 38 defines an intangible asset ‘as an identifiable non-monetary asset without physical
substance’.

2. AS 26 is based on the assumption that the useful life of the intangible asset is always definite. In regard to
assets with definite life also 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. Whereas IAS 36 recognises that an
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intangible asset may have an indefinite life. In respect of intangible assets having a definite life, the Standard
does not contain rebuttable presumption about their useful life.
3. As per AS 26 if control over the future economic benefits from an intangible asset is achieved through
legal rights that have been granted for a finite period, it is required that the useful life of the intangible asset
should not exceed the period of the legal rights unless:
(a)the legal rights are renewable; and
(b) renewal is virtually certain.
However, IAS 38 requires ‘evidence to support renewal’ instead of virual certainty for renewal.
27. | IAS 39 | Financial AS 30 | Financial ICAI has recently issued AS 30 corresponding to IAS 39 and which will come into effect in respect of
Instruments: Instruments: accounting periods commencing on or after 1-4-2009 and will be recommendatory in nature for an initial
Recognition and Recognition and | period of two years. There is no difference between AS 30 and IAS 39.
Measurement measurement
28. Corresponding AS 13 | Accounting for | AS 13 was formulated on the basis of IAS 25, Accounting for Investments. Pursuant to the issuance of IAS 32,
IAS has been Investments IAS 39, IAS 40 and IFRS 7, IAS 25 has been superseded.
withdrawn AS 13 shall also stand withdrawn on the date, AS 30 and AS 31 becoming mandatory except to the extent it
relates to accounting for investment properties.
29. | IAS40 | Investment ~ Dealt with by AS 13 was formulated on the basis of 1AS 25, Accounting for Investments. Pursuant to the issuance of IAS
Property Accounting 32, IAS 39 and IAS 40, IAS 25 has been superseded. The proposed Indian Accounting Standard
Standard 13 corresponding to IAS 40 is under preparation.
30. | IFRS 3 Business AS 14 | Accounting for | AS 14 was formulated on the basis of earlier IAS 22, Business Combinations.
Combinations Amalgamations | pyysuant to the issuance of IFRS 3, Business Combinations, IAS 22 has been superseded.
AS 14 is presently under revision to bring it in line with the IFRS 3.
31. | IFRS5 | Non-current AS 24 | Discontinuing AS 24 is based on the IAS 35, Discontinuing Operations, which has been superseded pursuant to the
Assets Held for Operations. issuance of IFRS 5, Non-current Assets Held for Sale and Discontinued Operations.
%a.le an? J An Indian Accounting Standard corresponding to IFRS 5 is under preparation.
iscontinue . . . . . .
Operations After the issuance of this Indian accounting standard, AS 24 is proposed to be withdrawn.
32. | IFRS 7 Financial AS 32 | Financial AS 32 has been finalised for issuance which will come into effect in respect of accounting periods
Instruments: Instruments: commencing on or after 1-4-2009 and will be recommendatory in nature for an initial period of two years.
Disclosures Disclosures There is no difference between AS 32 and IFRS 7.
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II. International Financial Reporting Standards which shall be adopted from the period starting from 1st April 2011 for the reasons indicated.

International Financial Reporting Standard
S. No. Reasons
No. Title of the Standard
1. IAS 26 Accounting and Reporting by Retirement | IAS 26 is having some conceptual problems and IASB is also considering for its revision, so it has
Benefit Plans been decoded not to take up it presently.
2. IAS 29 Financial Reporting in Hyper-inflationary | The Institute notes that the hyper-inflationary conditions do not prevail in India. Accordingly, the
Economies subject is not considered relevant in the Indian context.
3. IAS 41 Agriculture Keeping in view the existing Indian conditions, its application is considered too onerous as the IAS is
fair value based.
4. IFRS1 First-time  Adoption of International | IFRS 1 will be relevant only on adoption of IFRSs from 1%t April 2011 in India.
Financial Reporting Standards
5. IFRS 4 Insurance Contracts This IFRS has not been taken up as there are certain issues involved in relation to laws/regulations
governing insurance entities, which are being taken-up with Insurance Regulatory and
Development Authority of India (IRDA).
IIL. Accounting Standards presently under preparation corresponding to the International Financial Reporting Standards
S. No. International Financial Reporting Standards
Status of the corresponding Indian Standard
No. Title of the Standard
1. IAS 40 Investment Property Under preparation. At present, covered by Accounting Standard (AS) 13, Accounting for
Investments.
2. IFRS 2 Share-based Payment Under preparation. At present, Employee-Share based Payments, are covered by a Guidance Note
issued by the ICAI, which is based on IFRS 2. Further, some other pronouncements deal with other
share-based payments, e.g., AS 10, Accounting for Fixed Assets.
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Iv. Guidance Note issued by the Institute of Chartered Accountants of India (ICAID) corresponding to the International Financial Reporting Standard
International Financial Reporting Standard
S. No Title of the Guidance Note
No. Title of the Standard
1. IFRS 6 Exploration for and Evaluation of Mineral | Guidance Note on Accounting for Oil and Gas Producing Activities. The Guidance Note is

Resources

comprehensive as it deals with all accounting aspects and is based on the corresponding US GAAPs.
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