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The article focuses on research of the rules obanting and financial reporting under domestic GAsRcountries
that did not adopt IFRS application for public ccanges. As the objects of research the author cboseuntries-the G20
members that play the dominant roles in determamabtf international economic and social policieheTUSA, Japan,
China, India and Indonesia. Refusal of IFRS mandatmoption by public companies is determined asitarmon of the
objects selection. Domestic GAAP are characterizgtiernment officials providing their developmentiadoption are
considered, as well as certain exceptions of GAABiegtion in favor of IFRS are distinguished. Theppr compares basic
rules of accounting and financial reporting undemaestic GAAP and IFRS.
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Hocniodceno npasuna eedenns 061Ky ma CK1a0auHs 36iMHOCMI 34 HAYIOHATbHUMU CMAHOAPMAMU Y KPAiHAX, Wo He
3ameepounu Ha 3aKoHooaguomy pisHi 3acmocysannus MC®D3 onsa nybniunux axyionepnux mogapucmg. 06’ ekmamu 00cai-
Odrcennsi 06pano 5 kpain-unenie Benuxoi 20+«u, wo nocioaroms npogioni no3uyii y 6U3HaA4eHHi Hanpsamie MidcHapOOHOT eKo-
Homiynoi ma coyianvnoi nonimuku. CLUA, Anonia, Kumaii, Indis ma Inoouesis. Kpumepiem y i06opi 00’ ckmie 0ocniodicen-
na cmano nezacmocysannuss MCD3 sax basosux cmandapmie ckaadauus QiHancosoi 36immocmi O NYOAUHUX KOMNAHILL.
Oxapaxmepu308ano HayionanbHi cmanoapmu Oyxeanmepcbko2o 00nIKY, 8UBHAYEHO OP2aHU 0epICAGHO20 YRPAGIIHHA, WO
3abe3neyyioms ix po3poOAeHHs MA 3AMEEPOICEHHL, OKPECTIeHO 0COOMUBI BUNAOKU HE3ACMOCY8AHHS HAYIOHATLHUX CIMAHOAp-
mig na kopucmo MC®3. IIpogedero nopigHAnHs OCHOBHUX NPABUIL 8eOeHHs 0OIKY ma po3Kpumms inghopmayii wo0o Kiacie
onepayii y ¢inancosux 36imax 3a HayionansHumu cmanoapmamu ooaixy ma MCP3.

Knwuoei cnosa. MCDP3, nayionanvui cmanoapmu oyxearmepcvkozo oonixy CLUA, nayionaneni cmanoapmu 0yxean-
mepcovkoeo 0onixy Anonii, nayionanvui cmandapmu Oyxeanmepcvkozo 06aixy Kumato, nayionaneni cmanoapmu 6yxeaamep-
cbko20 001Ky Inoii, Hayionanvui cmandapmu 6yxeanmepcoko2o o0iky IHOoHesii.

Hccneoosanvl npasuna eedenust yuvema u no020mMoGKU OM4emHOCMU 3a HAYUOHATLHBIMU CMAHOADMAMU 6 CHPAHAX, He
ymeepougwiux Ha 3axkonooamenvhom ypogne npumetenue MCPO ons nybruunvix axyuonepnvix xomnanuii. Obvekmamu
uccnedosanus gvlopano 5 cmpan-yuacmuukos borvwoti 20«u, 3anumarowux Kuouegvle NO3UYUU 8 onpedesieHul Hanpaeie-
HUUl Me#cOYHapoOHoU IKoOHOMuyeckol u coyuanvrou noaumuxu. CLIA, Anonus, Kumail, Unous u Unoonesusa. Kpumepuem
ombopa 0bvekmog ucciredosanus cmano nenpumenenue MCDO 6 kauecmee 6a308bIX CMAHOAPMO8 NOO20MOBKU (PUHAHCO-
601l omyemnocmu 014 NYOIUYHbIX Komnanuu. OXapaxmepuszoeanvl HAYUOHATbHbIE CIAHOAPMbL OYX2ANmepcKoz20 yuemd,
onpeoenensl opeamsl 20CYOAPCMBEHHO20 YNpasieHus, obecneyusaiowue ux paspabomxy u ymeepicoeHue, ovepieno ocobem-
Hble Cyuau HeUCnoab308aAHUs HAYUOHATNLHBIX cmandapmos yuema 6 noawvzy MC®O. [Iposedeno cpasnenue 0CHOBHBIX Npa-
8UNL 8e0eHUs yiuema u npeocmasieHus UHGopMayuu o Kiaccax onepayuii 8 (PUHAHCOBbIX OMYemax 3a HAYUOHANbHbIMU CINAH-
oapmamu yuema u MCPO.

Knrouesvie cnosa: MCDO, nayuonanvhvie cmanoapmul 6yxearmepckozo yyema CLIA, nayuonanvuvle cmanoapmel 0y-
Xeanmepckozo yuema Anonuu, nayuonanvHvle cmanoapmoel Oyxeanmepckozo yuema Kumas, nayuonansuvie cmanoapmel
byxeanmepcrozo yuwema Mnouu, nayuonansHsle cmanoapmul 6yxeanmepckozo yuwema Hnoonesuu.

Urgency of the research. International financial reporting standards (IFR&) developed
to standardize financial reports of business estitn different countries. Especially, the need to
unify accounting procedures affihancial reports preparation relate public companwith
traded securities in the stock exchange. Majoritgleanocratic countries have legally adopted
IFRS application for domestic public companiesafiicial institutions and foreign companies
with securities listings in the stock exchange. 8eitain countries do not apply IFRS. Special
attention is paid to the states with high econorhignan and resource potential: the USA,
Japan, China, India and Indonesia.

Actual scientific researches and issues analysis. The issues of IFRS and domestic
GAAP convergence were discussed by P. Harris, Lshivigton Arnold, K. Kinkel [1],
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Z. Hongman [2], A. Habib [3], E. Wahyuni [4], Hu B&embra, Lun Yao [5], K. K. Shah [6]
and others.

Uninvestigated parts of general matters defining. Despite significant achievements in
analysis of similarities and differences betweeR3Fand domestic GAAP, certain issues
need further research. Special attention requiresharacteristics of GAAP of 5 countries —
the members of G20 — that did not approve mandasgplication of IFRS for public
companies.

Target setting. Statement of research. The USA, Japan, China, India and Indonesia are
the G20 member countries with large share in wbrdncial market. Disapproval of IFRS
demands detailed research of domestic GAAP. Thegserof the paper refers to comparison
of the USA, Japanese, Chinese, Indian and Indame8&AP with the IFRS and
determination of core differences in recognitiodassification, measurement, impairment and
disclosure of assets, liabilities, equities, re\vemand expenses.

In the USA, the principles of accounting and finahceporting are consolidated in the
Generally Accepted Accounting Principles (US GAAPhe set of codification standards for
all the industries — issued by Financial Account8tgndards Board, Securities and Exchange
Commission and Institute of Certified Public Acctamts. Numerous GAAP codifications
cover all the aspects of accounting for all thesfide types of business activity. Special
attention is paid to financial instruments and ficial operations accounting, that makes
GAAP difficult for understanding for users from edries with slightly developed financial
markets, including Ukraine.

The basic distances between US GAAP and IFRS aered in Table,

Table
Accounting principles comparison under IFRS and BAA
Accounting IFRS USGAAP
procedure
1 2 3
Impairment of Asset is classified as impaired one if |ifsvo-step impairment test:
fixed assets carrying amount is lower than recoveraldeCarrying amount is compared with t
amount. Recoverable amount is the highemuatliscounted cash flows. If carrying amo
its fair value less sale costs and value in ugs lower, impairment losses are |
recognized.
2.If carrying amount is higher, th
impairment loss is measured as [the
difference between carrying amount and ffair
value
The reversdllf impairment recognized in prior accountirfgprbidden
impairment of periods has decreased:
fixed assets 1.Reversing of impairment losses for non-
revalued assets:
Dr “Depreciation”
Cr “Profit on impairment”
2.Reversing of impairment losses for
revaluated assets:
Dr “Asset”
Cr “Revaluation”
Cr “Other comprehensive income” — to the
extent of debit balance in the revaluation um
Depreciation  of Three methods of depreciation: Four basic methods of depreciation:
fixed assets 1) straight-line method; 1) strait-line method;
2) the diminishing balance method; 2) units of production methods;
3) the units of production method [7] 3) accelerated methoddeclining balanc
method,;
4) accelerated method
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Table cont.
1 2 3
Inventory Two methodologies: FIFO and weightedhree  methodologies: FIFO, LIF
measurement average cost weighted-average cost
Biological assets| Measured at historical cost. &westfor|Measured at fair value less sale costs
impairment
Financial assetdfThe method of subsequent measurernéné legal form of the contract drives 1
classification drives the classification: classification:
a) financial assets, subsequently measured)at derivative financial instruments;
amortized cost; b) hybrid financial instrument;

b) financial assets, subsequently measurgd)atfinancial assets determined to be
fair value through other comprehensive incomegasured at fair value;
¢) financial assets, subsequently measured)atloans and receivable;

fair value through profit or loss e) debt and equity securities
Financial The method of subsequent measurem@lassification for 3 categories as follows:
liabilities drives the classification: a) at fair value through earnin
classification a) financial liabilities  measured  gfderivatives, hybrid financial instruments,
amortized cost; financial liabilities under the fair valu
b) financial liabilities at fair value througloption);
profit or loss (including derivatives); b) forward contracts -repurchase ¢
c) financial liability recognized fofissuer’'s equity shares in exchange for ¢
transferred asset, which does not qualify| @rrepayable financial instruments);
derecognition; c) liabilities subsequently measured | at
d) financial guarantee contracts; amortized cost

e) commitment to provide a loan at|a
below-market interest rate;
f) contingent consideration recognized |by
acquirer in a business combination;
g) financial assets measured at fair value
through profit or loss

*Built by the author. Source [8].

In Japan, the principles of accounting and findnoggorts preparation disclosed in
Japanese GAAP, issued by Accounting Standard Bo&rdapan. The set of financial
statements is similar to the one determined by 148\d consists of Balance sheet, Statement
of Income and Statement of comprehensive incomate®ent of changes in net assets,
Statement of cash flow and Notes to financial stet®. Fixed assets are depreciated by one
of four methods: straight-line method, diminishimglance method, sum-of-the-years’-digits-
method and units of production method. The cosineéntories is assessed using specific
identification formula, FIFO and average cost mdtHdFO is permitted only when the year-
end balance of inventories is immaterial.

Unlike IFRS, Japanese GAAP classifies financiaktsss securities (trading, held-to-
maturity, available-for-sale, and equity investmiardssociates and subsidiaries), receivables,
money held in trust and derivatives. Receivables dassified into 3 categories: normal
receivables, doubtful receivables and uncollectitdeeivables. The sum of receivables
impairment is estimated for uncollectible oneshas difference between the asset’s carrying
amount and the present value of estimated futush ¢wws discounted at the effective
interest rate. To compare, IFRS 9 applies expdoesimodel, recognizing loss allowances
for expected credit losses as the difference betweerent value and present value of future
cash flows discounted at a newly calculated effedtiterest rate [9].

Chinese Accounting Standards for Business entepiiBRC GAAP) are developed by
the Ministry of Finance of PRC are endorsed forGliinese public companies except for
those registered in Hong Kong (Hong Kong compasétsct between IFRS, PRC GAAP and
Hong Kong Financial Standards. In the phase ofnfired reports preparation the set of
Chinese financial statements differs from the orepared under IFRS by the structure of
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income statement. IAS 1 entitles an entity with @ption of revenues and expenses
presentation in a single statement (“Statementoofiprehensive income”) or two separate
statements (“Profit and loss statement” and “Statd@nof other comprehensive income”).
Under PRC GAAP only one statement approach is atites profit and losses are disclosed
in “Income statement”, while other comprehensiveome should be shown in Notes. PRC
GAAP do not content information regarding reverspairment, because, in contrast to IFRS,
once impaired fixed assets can't be renewed adéin [

In February 2015 The Indian Ministry of Corporatéfafts adopted Indian Accounting
Standards (Ind AS) and determined the dates o$itran from Indian GAAP. Unlike GAAP,
Ind AS are quite similar to IFRS except for tinygu@ements of financial instruments and
business combinations accounting. Voluntary adopliegan after 1 April 2015. Mandatory
adoption starts on 1 April 2016 for companies witt worth of 500 crores or more (the
mandate also relates to associates, subsidianies,ventures and holdings), and on 1 April
2017 for the same companies with net worth belov&0res [11].

Indonesia is the only country of G20 membershig thd not approve IFRS application
for domestic and foreign public companies. Indoaedbusiness entities follow domestic
GAAP (PSAK - Indonesian abbreviation). The biggdiffierences, worth highlighting, are
the following ones: presentation of financial staémts (IAS 1/PSAK 1) non-controlling
interest measurement (IFRS 3/PSAK22), financiarumsents disclosure (IFRS 7/PSAK 60),
fixed assets recognition (IAS 16/PSAK 16) [12].

IFRS-free countries are characterized by the fahgwcriteria: titles of local GAAP,
issuing body, the scope and exceptions for apphicatill the determined above features are
disclosed in a Figure.

Conclusions. The research resulted in disclosure of basic adowy principles and
requirement to financial reports presentation wé ftountries that refused to endorse IFRS for
public companies. Domestic GAAP - US GAAP, JP GARIRC GAAP, Ind AS, PSAK —
were compared to IFRS. The research showed off tttetUS GAAP have the biggest
inconsistencies with the IFRS on financial and financial assets and liabilities accounting
and presentation. Accounting frameworks of the fest 4 have more similarities than
differences with the IFRS. Indonesia that proclaigisapproval of IFRS for all the
companies, in practice uses the IFRS principleeuRBSAK coverage. So the gap between
IFRS and domestic GAAP of these countries is nait iy, as seemed in the beginning of the
research, and the convergence process is stilincomg. Nevertheless, the US GAAP require
accounting approaches that differ from IFRS oneshSnconsistences drive the scope for
further research.
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[

IFRS adopted by majority countries for public comipa (listed companies)
financial statements preparation

J

4 U U ]
| Adopted Issuer of local
EXEPTIONS GAAP GAAP Scope
I I
THE USA (> US GAAP ||LFinancial Account All the companies follow US GAAP.
ing Standard Boarql._ Exceptions:
Z.LheEUShA Secugtles 1. Companies, which do not trade finangial
?nri]ssior?C ange “omMtinstruments in the Stock Exchange, may sglect
3.The American In IFRS. . . .
stitute  of Certified 2. Foreign companies are permitted to apply
Public Accountants. | | 'FRS-
1 1
1. Japanese : 4 Accounting Frameworks:
JAPAN. ) GAAPp :rcdcso Légt;g Sft igg; h 1. Japanese GAAP - all the listed pompanies.
2. Japanese (ASBJ) 2.Japanese Modified Intgrrjatlonal Stand_ards
Modified In- (IMIS) — standards, explaining transformatipns
ternational from IFRS to Japanese GAAP and vice versa.
Standards 3.IFRS — permitted for listed companies if oply
(IMIS) they “disclose information regarding specific e&ﬂ( r
3 IERS to ensure [:!.3]” that reports were prepare_d in| ac-
4. US GAAP cordance with IFRS and al!ocate profes_smnals in
i IFRS implementation; permitted for foreign com-
panies if securities are traded as secondarygsstin
4.US GAAP — if permitted by Financial Servides
Agency
1
> CHINA > Chinese Ac- | | Accounting Regula All the companies.
counting Stand tory Department | | Exceptions: public companies that are report-
ards for Busi- of the Ministry | |ing to Hong Kong investors may select pe-
ness Enterprises of Finance tween ASBEs, IFRS and Hong Kong Finangial
(ASBEs) Reporting Standards (HKFRS).
1 1
> INDIA P> Indian . All the domestic companies except for banks,
Accounting Cr-lrahr?elrgsdtlijct:iooljnt insurance companies and non-banking financial
Standards K companies are required to apply Ind AS. Finan-
(Ind AS) ants of India (ICAl) cial companies follow the accounting standards
determined by the Reserve Bank of India. For-
eign companies are permitted to use IFRS.
1
LS| INDONESIA > Indonesian Indonesian Einancial All the companies engaged in economic acfivi-
Financia}I Ac- Accounting Stand- ty [n the country, with no excgptior_], are re-
counting ards Board quired to apply Indonesian Financial Accoupt-
Standards ing Standards

Fig. Accounting frameworks of the countries that Wiot approve IFRS
*Built by the author.
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