Generally Accepted Accounting Practice
(GAAP) Under UK and Irish GAAP: A
Comprehensive Guide

Generally Accepted Accounting Principles (GAAP) serve as the foundation
for financial reporting, ensuring transparency, consistency, and
comparability in financial statements. In the United Kingdom (UK) and
Ireland, GAAP consists of two distinct frameworks: UK GAAP and Irish
GAAP.

While both frameworks share fundamental principles, they exhibit certain
differences that cater to the specific needs of their respective jurisdictions.
Understanding these differences is crucial for accountants, auditors, and
financial analysts operating in these regions.
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Statutory Framework

UK GAAP is primarily governed by the Companies Act 2006, which
establishes legal requirements for the preparation and filing of financial
statements. The Financial Reporting Council (FRC) oversees the
development and enforcement of accounting standards under UK GAAP.

Core Principles

= Going Concern: Companies are assumed to continue operating in the
foreseeable future.

= Accruals Principle: Transactions are recorded when they occur,
regardless of cash flow.

= Matching Principle: Expenses are matched to the revenues they
generate.

= Consistency: Accounting methods are applied consistently from
period to period.

= Prudence: Assets and revenues are not overstated, and liabilities and
expenses are not understated.

Key Standards
UK GAAP encompasses a suite of Financial Reporting Standards
(FRSs),including:

= FRS 102: The Financial Reporting Standard Applicable in the UK and

Republic of Ireland

= FRS 105: The Financial Reporting Standard for Small Entities
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Statutory Framework

Irish GAAP is governed by the Companies Act 2014 and the Irish
Accounting Standards Board (IASB). Like UK GAAP, Irish GAAP places
emphasis on transparency and accuracy in financial reporting.

Core Principles

Irish GAAP aligns with the core principles of UK GAAP, including the going
concern principle, matching principle, and prudence principle.

Key Standards

The main accounting standard under Irish GAAP is Section 28 of the
Companies Act 2014, which sets out the general requirements for
preparing financial statements. Additionally, the IASB has issued a number
of Irish GAAP standards, including:

=  Section 28 — Financial Statements

= Section 29 — Small Company Provisions

= Section 30 — Consolidated Accounts

Similarities and Differences Between UK and Irish GAAP

Despite their differences, UK and Irish GAAP share many similarities:

= Both frameworks are based on accrual accounting.

= They both require the preparation of a balance sheet, income
statement, and statement of cash flows.

= Both frameworks emphasize the importance of independent audit.



Key differences between UK and Irish GAAP include:

= Statutory Framework: UK GAAP is governed by the FRC, while Irish
GAAP is governed by the IASB.

= Scope: UK GAAP applies to all limited companies in the UK, while
Irish GAAP applies to all companies registered in Ireland.

= Accounting Standards: UK GAAP follows the FRSs, while Irish
GAAP follows the Irish GAAP standards.

= Small Entities: Irish GAAP provides concessions for small entities,
while UK GAAP generally does not.

Impact on Financial Reporting

The differences between UK and Irish GAAP can lead to variations in
financial reporting practices. For example:

= Deferred Taxation: UK GAAP permits the deferral of taxation on
temporary differences, while Irish GAAP requires the immediate
recognition of deferred taxation.

= Leases: UK GAAP follows the operating lease model, while Irish
GAAP follows the finance lease model for leases.

= Intangible Assets: UK GAAP allows the amortization of intangible
assets over their useful lives, while Irish GAAP prohibits the
amortization of intangible assets with indefinite useful lives.

Understanding the differences between UK and Irish GAAP is essential for
professionals operating in these regions. While both frameworks share
common principles, they have distinct characteristics that impact financial



reporting. Accountants, auditors, and financial analysts must be familiar
with these differences to ensure accurate and reliable financial statements.

As the accounting landscape continues to evolve, it is likely that UK and
Irish GAAP will undergo further changes and refinements. Staying up-to-
date on these changes is crucial for maintaining compliance and providing
transparent and informative financial reporting.
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