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Amendments for Nov 2018 Exams 
Major Differences between Ind AS and IFRS and Reason thereof 

A. What are Carve outs/ins in Ind AS? 

 The Government of India in consultation with the ICAI decided to converge and not to adopt 
IFRS issued by the IASB. The decision of convergence rather than adoption was taken after the 
detailed analysis of IFRS requirements and extensive discussion with various stakeholders. 

 Accordingly, while formulating IFRS-converged Indian Accounting Standards (Ind AS), efforts 
have been made to keep these Standards, as far as possible, in line with the corresponding 
IAS/IFRS and departures have been made where considered absolutely essential. These 
changes have been made considering various factors, such as 

 Various terminology related changes have been made to make it consistent with the 
terminology used in law,  

 e.g., ‘statement of profit and loss’ in place of ‘statement of comprehensive income’ and 
‘balance sheet’ in place of ‘statement of financial position’. 

 Removal of options in accounting principles and practices in Ind AS vis-a-vis IFRS, have  
been made to maintain consistency and comparability of the financial statements to be 
prepared by following Ind AS.  

 However, these changes will not result into carve outs. 

 Certain changes have been made considering the economic environment of the  
country,  which is different as compared to the economic environment presumed to be 
in existence by IFRS.  

 These differences which are in deviation to the accounting principles and practices 
stated in IFRS, are commonly known as ‘Carve-outs’. 

Note: In Ind AS 103 “Business Combination”, an additional guidance on “Accounting of 
Business Combinations of Entities under Common Control” is given which is over and above 
what is given in IFRS. This is termed as ‘Carve-in’. 
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B. Carve-outs/ins in Ind AS from IFRS 

I. Carve-outs 

 As per IFRS Carve Out Reason 

1 Ind AS 1, Presentation of Financial Statements 

 IAS 1 requires that in 
case of a loan 
liability, if any 
condition of the loan 
agreement which 
was classified as non 
–current is breached 
on the reporting 
date, such loan 
liability should be 
classified as current, 
even if the breach is 
rectified after the 
balance sheet date. 

Ind AS 1 clarifies that where 
there is a breach of a 
material provision of a long-
term loan arrangement on 
or before the end of the 
reporting period with the 
effect that the liability 
becomes payable on 
demand on the reporting 
date, the entity does not 
classify the liability as 
current, if the lender 
agreed, after the reporting 
period and before the 
approval of the financial 
statements for issue, not to 
demand payment as a 
consequence of the breach. 

 

Under Indian banking system, a 
long-term loan agreement 
generally contains a large 
number of conditions. Some of 
these conditions are substantive, 
such as, recalling the loan in case 
interest is not paid, and some 
conditions are procedural and 
not substantive, such as, 
submission of insurance details.  

Carve out has been made as it is 
felt that if the breach is rectified 
after the balance sheet date and 
before the approval of the 
financial statements, it would be 
appropriate that the users are 
informed about the true nature 
of liabilities being non-current 
liabilities and not current 
liabilities. 

2 Ind AS 10, Events after the Reporting Period 

 Rectification of any 
breach after the end 
of the reporting 
period is a non - 
adjusting event. 

 

As a consequence to carve-
out ìn Ind AS 1 as stated 
above, Ind AS 10 provides, 
in the definition of ‘Events 
after the reporting period’ 
that in case of breach of a 
material provision   of a long 
-term loan arrangement on 
or before the end of  the  
reporting  period  with  the 
effect that the liability 
becomes payable on 
demand on the reporting 
date, if the lender,  before 
the approval of the financial 
statements for issue, agrees 
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to waive the breach, it shall 
be considered as an 
adjusting event. 

3 Ind AS 17, Leases 

 IAS 17 requires all 
leases rentals to be 
charged to 
statement of profit 
and loss on  straight- 
line basis in case of 
operating leases 
unless another 
systematic basis is 
more representative 
of the time pattern 
of the user’s benefit 
even if the 
payments to the 
lessor are not on 
that basis. 

A carve-out has been made 
in Ind AS 17 to provide that 
lease rentals, in case of 
operating leases, shall be 
charged to the statement of 
profit and loss in accordance 
with the lease agreement 
unless the payments to the 
lessor are structured to 
increase in line with 
expected general inflation 
to compensate for the 
lessor’s expected 
inflationary cost increases. If 
payments to the lessor vary 
because of factors other 
than general inflation, then 
this condition is not met. 

Companies enter into various 
kinds of lease agreements to get 
the right to use an  asset of  the 
lessor. Considering the Indian 
inflationary situation, lease 
agreements contain periodic rent 
escalation. Accordingly, where 
there is periodic rent escalation 
in line with the expected 
inflation so as to compensate the 
lessor for expected inflationary 
cost increases, the rentals shall 
not be straight-lined. 

 

4 Ind AS 18, Revenue 

 On the basis of 
principles of the IAS 
18, IFRIC 15, 
Agreement for 
Construction of Real 
Estate, prescribes 
that construction of 
real estate should 
be treated as sale of 
goods and revenue 
should be 
recognised when 
the entity has 
transferred 
significant risks and 
rewards of 
ownership and 
retained neither 
continuing 
managerial 

IFRIC 15 has not been 
included in Ind AS 18 to 
scope out such agreements 
from Ind AS 18.    

A separate guidance note on 
accounting for real estate 
developers (for Ind AS 
compliant entities) has been 
issued by the ICAI to address 
the matter. 

 

It was observed that 
requirement will lead to 
recognition of revenue in the 
financial  statements by real 
estate developers based on the 
completion method, i.e., only in 
the last year of the completion of 
project. It was felt that in case 
the revenue for the whole 
project is recognised in the last 
year of completion of project, it 
will not reflect the true 
performance of the business of 
the real estate developer.  

Further, it was felt that since Ind 
AS 11 requires recognition of 
revenue of all construction 
contracts by reference to stage 
of completion, it may lead to 
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involvement nor 
effective control. 

 

inappropriate accounting in case 
of certain real estate 
development projects in case 
this Ind AS is applied for all real 
estate development projects. 
Therefore, it was considered 
appropriate that rather than 
making changes in Ind AS 11 or 
Ind AS 18,  a separate Guidance 
note (for Ind AS-compliant 
entities) be issued by the 
Institute of Chartered 
Accountants of India. 

 

5 Ind AS 28, Investment in Associates and Joint Ventures 

 IAS 28 requires that 
for the purpose of 
applying equity 
method of 
accounting in the 
preparation of 
investor’s financial 
statements, uniform  
accounting policies 
should be  used.  In 
other words, if the 
associate’s 
accounting policies 
are different from 
those of the 
investor, the 
investor should 
change the financial 
statements of the 
associate by using 
same accounting 
policies. 

In Ind AS 28, the phrase, 
‘unless impracticable to do 
so’ has been added in the 
relevant requirements, i.e., 
paragraph 35. 

 

Certain associates, e.g., regional 
rural banks (RRBs), being 
associates of nationalized  banks, 
are not in a position to use the 
Ind AS as these may be too 
advanced for the RRBs. 
Accordingly, the above -stated 
words have been included to 
exempt such associates. 

 

6 Ind AS 32, Financial Instruments: Presentation 

 As per accounting 
treatment 
prescribed under IAS 
32, equity 

In Ind AS 32, an exception 
has been included to the 
definition of ‘financial 
liability’ in paragraph 11 (b) 

This treatment as per IAS 32 is 
not appropriate in instruments, 
such as, FCCBs since the number 
of shares convertible on the 



AMENDMENTS                                 +91-7731007722 
 

CA. Chiranjeev Jain Page 32 
 
 
 

conversion option in 
case of foreign 
currency 
denominated 
convertible bonds is 
considered a 
derivative liability 
which is embedded 
in the bond. Gains 
or losses arising on 
account of change in 
fair value of the 
derivative need to 
be recognised in the 
statement of profit 
and loss as per IAS 
32. 

 

(ii), whereby conversion 
option in a convertible bond 
denominated in foreign 
currency to acquire a fixed 
number of entity’s own 
equity instruments is 
classified as an  equity 
instrument if the exercise 
price is fixed in any 
currency. 

 

exercise of the option remains 
fixed and the amount at which 
the option is to be exercised in 
terms of foreign currency is also 
fixed;  

merely the difference in the 
currency should not affect the 
nature of derivative, i.e., the 
option. Further, the fair value of 
the option is based on the fair 
value of the share prices of the 
company. If there is decrease in 
the share price, the fair value of 
derivative liability would also 
decrease which would result in 
recognition of gain in the 
statement of profit and loss. This 
would bring unintended volatility 
in the statement of profit and 
loss due to volatility in share 
prices. This will also not give a 
true and fair view of the liability 
as in this situation, when the 
share prices fall, the option will 
not be exercised. However, it has 
been considered that if such 
option is classified as equity, fair 
value changes would not be 
required to be recognised. 
Accordingly, the exception has 
been made in definition of 
financial liability in Ind AS 32. 

7 Ind AS 101, First-time Adoption of Indian Accounting Standards 

(i) Definition of previous GAAP under Ind AS 101 As per IFRS 

 IFRS 1 defines 
previous GAAP as 
the basis of 
accounting that a 
first - time adopter  
used immediately 
before adopting 
IFRS. 

Ind AS 101 defines previous 
GAAP as the basis of 
accounting that a first-time 
adopter used for its 
reporting requirement in 
India immediately before 
adopting Ind AS. The 
changes made it mandatory 
for Indian entities to 

The change makes it mandatory 
for Indian companies to consider 
the financial statements 
prepared in accordance with 
Accounting Standards notified 
under the Companies 
(Accounting Standards) Rules, 
2006 as previous GAAP when it 
transitions  to Ind AS as the law 
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consider the financial 
statements prepared in 
accordance with notified 
Accounting Standards as 
was applicable to them  as 
previous GAAP when it 
transitions to Ind AS. 

prevailing in India recognises the 
financial statements prepared in 
accordance with the Companies 
Act. 

 

(ii) Allowing the use of carrying cost of Property, Plant and Equipment (PPE) on the date of 
transition of Ind AS 101 

 IFRS 1 First time 
Adoption of 
International 
Accounting 
Standards provides 
that on the date of 
transition either the 
items of Property, 
Plant and 
Equipment shall be 
determined by 
applying IAS 16 
Property, Plant and 
Equipment 
retrospectively or  
the same should  be 
recorded at fair 
value. 

Paragraph D7AA of Ind AS 
101 provides an additional 
option to  use carrying 
values of all items of 
property, plant and 
equipment on the date of 
transition in accordance 
with previous GAAP as an 
acceptable starting point 
under Ind AS. 

 

In case of old companies, 
retrospective application of Ind 
AS 16 or fair values at the date of 
transition to determine deemed 
cost may not be possible for old 
assets. Accordingly, Ind AS 101 
provides relief to  an  entity  to  
use carrying values of all items of 
property, plant and equipment 
on the date of transition in 
accordance with previous GAAP 
as an acceptable starting point 
under Ind AS. 

 

(iii) Long Term Foreign Currency Monetary Items As per IFRS 

 No provision in IFRS 
1. 

Paragraph D13AA of 
Appendix D to Ind AS 101 
provides that a first - time 
adopter may continue the 
policy adopted for 
accounting for exchange 
differences arising from 
translation of long-term 
FCMI recognised as per the 
previous GAAP. 

Consequently, Ind AS 21 
also provides that it does 
not apply to long-term 
foreign currency monetary 

Para 46A of AS 11 provides an 
option to recognise long term 
FCMI in the statement of profit 
and loss as a part of the cost of 
property, plant and equipment 
or to defer its recognition in the 
statement of  profit and loss over 
the  period of loan in case the 
loan is not related to acquisition 
of fixed assets.  

To provide transitional relief, 
such entities have been given an 
option to continue the 
capitalisation or deferment of 
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items  for which an entity 
has opted for the exemption 
given in paragraph D13AA of 
Appendix D to Ind AS 101.  

Such an entity may continue 
to apply the accounting 
policy so opted for such 
long-term foreign currency 
monetary items. 

exchange differences, as the case 
may be, on foreign currency 
borrowings obtained before the 
beginning of first Ind AS 
reporting period. 

 

8 Ind AS 103, Business Combinations 

 IFRS 3 requires 
bargain purchase 
gain arising on 
business 
combination to be 
recognised in profit 
or loss as income. 

Ind AS 103 requires the 
bargain purchase gain to be 
recognised in other 
comprehensive income and 
accumulated in equity as 
capital reserve. A similar 
carve-out  is made in Ind AS 
28, Investments in 
Associates and Joint 
Ventures. 

At present, since bargain 
purchase gain occurs at the time 
of acquiring a  business, these  
are considered as capital reserve. 
Recognition of such gains in 
profit or loss would result into 
recognition of unrealised gains, 
which may get distributed in the 
form of dividends.  

Moreover, such a treatment may 
lead to structuring through 
acquisitions, which may not be in 
the  interest of the stakeholders 
of the company. 

II Carve-in 

1 Ind AS 103, Business Combinations 

 IFRS 3 excludes from 
its scope business 
combinations of 
entities under 
common control. 

Appendix C of Ind AS 103, 
Business Combinations gives 
guidance in this regard. 

 

 

 


