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11. IFRS and its Impact on Adoption of Financial
Activities of Companies in India

Dr. SunitaTidke
Miss. Dishita Ratadia

Abstract
International Financial Reporting Standards (IFRS) are designed as a common global
language for business affairs so that company accounts are understandable and comparable
across international boundaries. There is a growing international consensus on the International
Financial Reporting Standards acceptable standards for assessment of the financial health of a
company across the globe. For entities that are globally active, the differences in financial
reporting requirements create extra complications in terms of preparing, consolidating, auditing,
and interpreting financial statements. [FRS are issued by the International Accounting Standards
Board (IASB) are increasingly being recognized as the Global Financial Reporting Standards.
Convergence with IFRS has gained momentum in recent years all over the World. India being
animportant emerging global economy, the Government of India has committed to convergence
of Indian Accounting Standards with IFRS from Aprl 1, 2011. Moreover the financial
communication such as accounting and financial results is just as important for business leaders
and employees to master. Hence Proponents of International Financial Reporting Standards
(IFRS) claim that mandating a uniform set of accounting standards improves financial
statementcomparability that in turn attracts greater cross-border investment. The purpose of this

paper is to analyze the impact of the new accounting system involving a major shift from

prescriptive norms to the system involving greater judgment.

Key words: Financial Statement, Accounting Standards, Convergence.
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needs to communicate across the borders has increased with the increage in 8loy,
al

consequently there is globalization of capital market. Company in one country bor, “,-t%'
iy
{

are used in other country more and more frequently, these has raised the issue of harp "

_ Ny,

of accounting policies, presentation, disclosure, etc. To achieve complete hanmnizatig '
. _ » Mg

possible because of difference in the economic, political, legal and cultura] €nViropy, " Y
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the capital market of another country. Therefore, financial statements produceq in ong

countries. However the much deviation can be eliminated by standardizatiop of 4

policies, which had result in issuance of accounting standards.

Accounting unions of 10 countries have formed International Accounting Sty
Committee (IASC) in 1973 and it issued International Accounting Standards, |, 20, "
responsibility got transferred to IASB whereby standards were restructured and are kﬂownk

- IFRS. International Accounting Reporting Standards is a provider of informatioy aidig
economic decisions, giving importance preference and changes in financial position of th, ety
India needs major improvement in Accounting Standards. More than 100 countries 1OW req
changing and many are in the way of replacing and accepting it. It is mainly based o th
concepts and are principle based on

> Accrual
»  Going Concern
Its framework is qualitative and characteristics are
»  Understandability
>  Relevance
»  Reliability
»  Comparability
2. Research Methodology
2.1 Objectives
1. To study the implications of IFRS in the present situation and the process in adopti®
IFRS.
2. To study the factors affecting the most in the IFRS adoption.
2.2 Scope
For the purpose of the study the researcher has collected data from various secor’

. . 'sted
sourcessuch as journals, novels, newspapers, etc. The researcher had through this study :
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e of accounting under IFRS, The researcher has also trieq

4 its implementation in detail, to evaluate the concept of

po°
RS %

2.3 Limitation

3) Manpower b. Funds c. Geographical area d .Time
5.4 Selection of Problem

India adopting the International Financial Reporting Standard (IFRS) can not only ensure

justioe to investors but also huge opportunities for the country to emerge as a dominating force in

e 1eW accounting standards, experts today claim. And hence the researcher choose to study the
gme in detail to know the basic concept of IFRS.

3. Literature Review

“A single set of high quality, understandable and enforceable global accounting standards
at Abstract: Globalization has laid down a way for all the countries to adopt a single set of
sccounting standards. Recent years have seen major changes in financial reporting worldwide
under which the most obvious is the continuing adoption of IFRS worldwide. More than 100
countries have converged or recognized the police of convergence with the IFRS. IFRS are the
globally accepted accounting standards and interpretations adopted by the IASB. An upcoming
economy on world economic map, India, too, decided to converge to International Financial
Reporting Standards (IFRS). This paper discusses the [FRS adoption procedure in India and the
utility for India in adopting IFRS, the problems and challenges faced by the stakeholders and its
impact on India.

3.1 Adoption of IFRS

Adoption‘of IFRS has become a vital issue of discussion and debate in the different
country, Due to the variation in different country’s GAAP of an individual country, a threat is
always sustain on the harmonization of accounting standards. IFRS is one of the best financial
'eporting systems, which does not include any country with variation of accounting policies.
Now a single set of financial reporting is final statement to present across the world at a reduced
€0st and more reliable, transparent and fair reporting of an entity.

Phase I 15t April 2016: Mandatory Basis

8. Companies listed/in process of listing on Stock Exchanges in India or Outside India
having net worth > INR 5 Billion
b Unlisted Companies having net worth > INR 5 Billion
PART -1y
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c.  Parent, Subsidiary, Associate and J.V. of Above
Phase IT 1st April 2017: Mandatory Basis
(a) All companies which are listed/or in process of listing inside or outsjde Indj, o

Exchanges not covered in Phase I (other than companies listed on SME Exchang

(b) Unlisted companies having net worth INR 5 Billion > INR 2.5 Billion

S
%)

(c) Parent, Subsidiary, Associate and J.V. of Above
3.2 Companies listed on SME exchange not required to apply Ind AS,
> Once Ind ASs is applicable, an entity shall be required to follow the Ind Ag for g
subsequent financial statements.
> Companies not covered by the above roadmap shall continue to apply existing bug
professionals are still having difference on how to get fair value of assets and liabif
> Therefore India needs to develop its conference regarding to IFRS convergence,
> Also need to develop some training programs for IFRS policies. For the Purpoge
successful conversion of IFRS with Indian Corporate, India needs to have efficie
professionals to operate in this field.
> Apart from this, IFRS require the fair market value applications in financial repor;
this may create significant differences in financial information currently presenteg
financial reports.
3.3. IFRS adoption procedure in India
To rationalize accounting practices in the country, the Indian government in 194
established Institute of Chartered Accountants of India by passing ICAI Act, 1949. Accountin
Standard Board was Constituted by ICAI in 1977 in order to create harmony among th
diversified accounting policies and Practices in India. Three steps process was laid down by ti
accounting professionals in India which are Summarized as follows:
Step 1 - IFRS Impact Assessment
This is the first step. In this step the firm will assess the impact of IFRS adoption @
Accounting and Reporting issues, on procedures and systems, and on core business of
entities. Then the firm will find the key conversion dates according to IFRS training plan has lad
down. As and when the training plan is in place, the firm will have to identify the import
Financial Reporting Standards which will apply to the firm and also the variations amon$ i

present financial reporting standards being followed by the firm and IFRS both.

_,-ﬁ
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siep2- Preparations for IFRS Implementatiop

This is the second step of the process, which will carry out such activities required for

S ;mplementation process. Then the firm will reform the internal reporting systems and

r0c6

s¢5- [FRS first deal

s with t i : .
he adoption and implementation offirst time adoption process.

Step 3 - Implementation

This is the final step of the process which deals with the actual implementation of IFRS.

The initial phase of this step is to prepare an opening Balance Sheet at the date of transition to

FRS. To understand the actual impact of the transition from the Indian Accounting Standards to

[FRS is f0 be developed. This will follow the full application of IFRS as and when it is required.

1)
2)
3)
4)

3.4. Beneficiaries of Convergence with IFRS

The Investors
The Industry
Accounting Professionals

The Economy

3.5. Problems and Challenges

IFRS are formulated by International Accounting Standard Board. However, the

responsibility of convergence with IFRS vests with local government and accounting and

regulatory bodies, such as the ICAI in India. Thus ICAI need to invest in infrastructure to ensure

compliance with IFRS. India has several constraints and practical challenges to adoption and

compliance with IFRS. So there is a need to change some laws and regulations governing

financial accounting and reporting in India.

Therefore there are several challenges that will be faced on the way of IFRS

convergence. These are:

1)
2)
3)
4)
)

Difference in GAAP and IFRS:
Training and Education

Legal Consideration

Taxation Effect

Fair value Measurement

5. Conclusjop

Convergence to IFRS is expected to improve the relevance, reliability and comparability

of .
financja reports and thus benefit global investors. It is expected that the global financial
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reporting process will eventually be based on a single set of high-quality m

issued by the IASB. The efficiency and competitiveness of global cgpital markets depey da;
ability of financial statement preparers to effectively communicate with investoy, thrZUk
financial reports. #

IFRS is a demand of the day as already 150 countries and more than 12000 Com

Mpay;
has already adopted IFRS. Finally, as India has already playing an important role ; in the L

© gy
economy and many Indian companies occupied significant positions in Intematlonal Can

Market. IFRS adoption is need of the day in order to enter global market. IFRS wil] o on] Vi
economy, but also further the acceptance of IFRS as global accounting language whicy P
be single set of high.
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