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Abstract 
The globalization has brought a lot of changes in doing business across 
the world. The business of multinational companies are being extended 
and established in various countries with emerging economies .These 
companies in emerging economies are increasingly accessing the 
global markets to fulfill their capital needs by getting their securities 
listed on the stock exchanges outside the country. This results in 
making the Capital markets global in nature. The use of different 
accounting frameworks in different countries creates confusion for 
users of financial statements resulting into inefficiency in capital 
markets across the world. The increasing complexity of business 
transactions and globalization of capital markets call the regulators, 
multinational companies, auditing firm and investors to see the need 
for common standards in all areas of financial reporting. Thus, the case 
for a single set of globally accepted accounting standards has prompted 
many countries to pursue convergence of national accounting standards 
with IFRS. After the liberalization and tremendous growth of Indian 
Economy, the Indian MNCs are also going global. These companies 
have been also raising capital from global capital market. Under these 
circumstances, it has become imperative for Indian corporate to 
converge with IFRS in the form of Ind AS for their financial reporting. 
The Government of India had committed to convergence of Indian 
Accounting Standards with IFRS from April 1, 2011. This study tries 
to analyze the information available on IFRS adoption process in India. 
It also discusses the IFRS adoption procedure in India and the utility 
for India in adopting IFRS. The paper discuss the problems faced by 
the stakeholders (Regulators, Accountants, Firms etc) in the process of 
adoption of IFRS in India and the present state of affairs in converging 
with IFRS/Ind AS.  
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1. Introduction 
International Financial Reporting Standards (IFRS) are a single set of high-quality, 
understandable, enforceable and globally accepted financial reporting standards based 
upon clearly articulated principles. 

The year 2005 earmarked the beginning of a new era in global conduct of business, 
and the fulfillment of a thirty - years efforts to create the financial reporting rules for a 
worldwide capital market. For during that year’s financial reporting cycle, as many as 
7000 listed companies in the 27 European Union member states, plus many others in 
countries such as Australia, New Zealand, Russia and South Africa were expected to 
produce annual financial statements in compliance with a single set of international 
rules – International Financial Reporting Standards (IFRS). Many other business 
entities, while not publicly held and not currently required to comply with IFRS, also 
planned to do so, either immediately or over time, in order to conform to what is 
clearly becoming the new worldwide standard. 

There were once scores of unique sets of financial reporting standards among the 
more developed nations (“national GAAP”). However, most other national GAAP 
standards have been reduced in importance or are being phased out as nations all over 
the world have embraced IFRS. For example, Canada announced that Canadian GAAP 
is to be eliminated and replaced by IFRS in 2011. China required that listed companies 
employ IFRS beginning with their 2007 financial reporting. Many others planned to 
follow this same path. 

Year 2007 and 2008 proved to be watershed years for the growing acceptability of 
IFRS. In 2007, one of the most important developments was that the SEC (Securities 
and Exchange Commission) dropped the reconciliation to US GAAP requirement that 
had formerly applied to foreign private registrants. Thereafter, those reporting in a 
manner fully compliant with IFRS i.e. without any exception to the complete set of 
standards imposed by IASB, do not have to reconcile net income and shareholders’ 
equity to that which would have been presented under US GAAP. In effect, the US 
SEC was acknowledging that IFRS was fully acceptable as a basis for accurate, 
transparent and meaningful financial reporting. 

 
 

2. IFRS in India 
In India, convergence with IFRS is being done in the form of Ind AS, a term devised 
by the Institute of Chartered Accountants of India (ICAI). The Ministry of Corporate 
Affairs (MCA) is designated as the nodal Ministry for converging Indian GAAP with 
IFRS/Ind AS. The schedule set by the MCA for converging with IFRS was: 

1. Phase I: To be implemented by 01 April 2011 by the companies which are 
included in NIFTY 50 or SENSEX 30 or companies having shares or other 
securities listed outside India or companies (listed or not) having net worth of 
Rs. 1000 Crores or more. 

2. Phase II: To be implemented by 01 April 2013 by the companies (listed or not) 
having net worth in excess of Rs. 500 Crores but less than Rs. 1000 Crores. 

3. Phase III: To be implemented by 01 April 2014 by the companies (listed or not) 
having net worth equal to or less than Rs. 500 Crores. 
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By adhering to the aforesaid schedule of convergence with IFRS India could 

achieve the following benefits for the country as a whole: 
1. Increases global transparency: Stakeholders can compare their financial 

performance with those of their foreign counterparts, thereby indicts a sense of 
competition to perform better. 

2. Increases accessibility to foreign capital market as by following the converged 
accounting standards, the books of accounts will become eligible to raise 
cheaper foreign funds via ADRs or GDRs. Thus, again indicts a sense of 
competition in the Indian funds providers to reduce the cost of the capital. 

3. Elimination of duplication of work as foreign capital raiser will not required to 
prepare two sets of books of accounts, one for Indian regulators and another for 
foreign fund provider. Thus, this will considerably reduce the cost of 
maintaining books of accounts. 

4. Economic Growth: Higher cross-border capital flows, increase in global 
business/investment, increase in competition and increase in transparency will 
certainly bring fruits for the economy in the form of positive growth figures. 

But, unfortunately, neither of the deadline was followed by the Indian regulators 
and IFRS has still to see the light of the day.  

Major impediments faced by the India in implementing the converged IFRS/Ind 
AS are: 

1. Technical Hurdles: like Loan impairment, Hedge Accounting, Fair Value 
Concept, Consolidation of Financial Statements, Tax Reporting Practices are 
major technical problems which are being faced by India in implementing the 
IFRS/Ind AS. 

2. Existence of multiple regulatory framework: Today, Indian companies are 
regulated by multiple laws like Companies Act, IRDA Act, SEBI Act, RBI 
norms and so on. These laws are not in tandem with IFRS/Ind AS, thus needs 
to be amended to make them compatible which is a hurricane task in itself. 

3. Shortage of trained and experienced resources: India does not have enough 
number of resources with training and experience in IFRS/Ind AS. Along with 
professional accountants other resources like Accountants, Govt. Officials, 
CEOs, would be responsible for smooth adoption of IFRS. This would create a 
huge demand for training to be provided to a large group. Currently India lacks 
training facilities and trained or experienced resources to train such a large 
group. 

4. Lack of awareness about IFRS/Ind AS: Currently there is still absence of 
awareness of IFRS among the stakeholders. Considerable time and efforts 
would be required on making complete awareness and communicating to 
investors, Banks, stock exchanges, Commodity exchanges, the analyst 
community etc which would be big task for the companies. 

5. Increamental Cost: Adoption of IFRS would lead to increase initial onetime 
cost. These costs includes additional cost of modifying IT systems, costs of 
training internal corporate staff, increased audit cost, costs of educating various 
constituents like investors, analysts, Board members etc. 
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There is no doubt that India has left any stone unturned for implementing IFRS/Ind 
AS. Till date, ICAI has come up with 35 Indian Accounting Standards (Ind AS) at par 
with IFRS (with certain carve outs). These Ind AS are: 

 
Ind AS 
Number 

Description 

Ind AS 1 Presentation of Financial Statements 
Ind AS 2 Inventories 
Ind AS 7 Statement of Cash Flows 
Ind AS 8 Accounting Policies, Changes in Accounting Estimates and Errors 
Ind AS 10 Events after Reporting Period 
Ind AS 11 Construction Contracts 
Ind AS 12 Income Taxes 
Ind AS 16 Property, Plant and Equipment 
Ind AS 17 Leases 
Ind AS 18* Revenue 
Ind AS 19* Employee Benefits 
Ind AS 20 Accounting for Government Grants and Disclosure of Government 

Assistance 
Ind AS 21* The Effects of Changes in Foreign Exchange Rates 
Ind AS 23 Borrowing Costs 
Ind AS 24 Related Party Disclosures 
Ind AS 27 Consolidated and Separate Financial Statements 
Ind AS 28* Investments in Associates 
Ind AS 29 Financial Reporting in Hyperinflationary Economies 
Ind AS 31 Interest in Joint Venture 
Ind AS 32* Financial Instruments : Presentation 
Ind AS 33 Earning Per Share 
Ind AS 34 Interim Financial Reporting 
Ind AS 36 Impairment of Assets 
Ind AS 37 Provisions, Contingent Liabilities and Contingent Assets  
Ind AS 38 Intangible Assets 
Ind AS 39* Financial Instruments: Recognition and Measurement 
Ind AS 40 Investment Property 
Ind AS 101* First-Time Adoption of Indian Accounting Standards 
Ind AS 102 Share-Based Payments 
Ind AS 103* Business Combinations 
Ind AS 104 Insurance Contracts 
Ind AS 105 Non-Current Assets held for Sale and Discontinued Operations  
Ind AS 106 Exploration for and Evaluation of Mineral Resources 
Ind AS 107 Financial Instruments – Disclosures 
Ind AS 108 Operating Segments 

*Carve-Outs have been prescribed for these Ind AS by ICAI. 
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These 35 IND-AS have also been notified and laid before both the Houses of 

Parliament in September 2012. However, it was decided that these converged 
standards will be implemented in the phased manner after tax issues are resolved. 

 
 

3. Conclusion 
MCA had constituted a core group on convergence of Indian Accounting Standards 
with IFRS as well as a Research Report on implementations of IFRS for different 
sectors. The report states that India should take a cautious approach towards adoption 
of IFRS in various sectors of the economy. The report further states that the movement 
for harmonization of accounting practices through the adoption of IFRS or 
convergence of local standards with IFRS has slowed down and one of the reasons for 
this is that the studies around adoption of IFRS by the EU countries do not establish 
conclusively that adoption of IFRS per se improves the reporting environment.  

India, as a part of the Group of 20 countries, made a public commitment supporting 
a single set of high quality global accounting standards and 14 of the G20 countries 
including Brazil and Russia have adopted IFRSs for all or most companies in their 
public capital markets and Chinese standards are very close to IFRS. 

As a follow-up of this commitment, the National Advisory Committee on 
Accounting Standards (NACAS) started the process of drafting new converged 
accounting standards and the Ministry of Corporate Affairs published a phased 
implementation plan covering large listed companies, the mid-size companies and the 
rest between April 2011 and April 2014. However, this rollout was deferred due to 
various reasons but it was mainly attributed to confusion around taxation matters.  

In the last Core Group meeting held on 23rd August, 2013 under the Chairmanship 
of Secretary, MCA, ICAI had made a request to conduct the sector wise impact 
analysis in order to enable a decision on roadmap of IND-AS. 

Further, with the enactment of the new Companies Act 2013, preparation of the 
consolidated financial statements has become a necessity. It has been suggested that 
the Ministry of Corporate Affairs could demonstrate its commitment by permitting all 
the companies to report at least consolidated financial statements using IFRS/Ind AS. 
This will significantly enhance India’s standing amongst the investors.  
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