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Abstract 
IFRS stands for International Financial Reporting Standards which are 
the regulations, guidelines, standards set by IASB that companies and 
organizations across the world will follow uniformly and transparently 
in their preparation and presentations of financial statements. These 
days IFRS is must needed because of globalization of economies, 
better comparability of financial statements among companies, to 
increase corporate awareness. But in implementation there are various 
hurdles & challenges which makes implementation of same difficult. 
Our paper focuses on various challenges and issues that needs to be 
addressed for its easy & quick implementation. 

 
 

1. Introduction 
International Financial Reporting Standards (IFRS) are issued by International 
Accounting Standard Board (IASB), which is an independent organization based in 
London. It refers to various rules and guidelines that companies & various 
organizations are supposed to follow while presenting their financial statements so as 
to enable uniformity & transparency in preparation & presentation of financial 
statements. Currently Generally Accepted Accounting Practices (GAAP) practices are 
being followed by companies which are quite different from IFRS practices like 
former doesn’t differentiate between current and non-current practices while latter does 
so. Former records items at historic value while latter emphasizes on market value of 
asset. In GAAP quarterly interim financial reporting is necessary for listed companies 
which aren’t mandatory for IFRS. More than 12000 companies in approximately 113 
nations have adopted IFRS. Canada, India, were planning to shift to IFRS by 
2011.Mexico is also planning to adopt IFRS for various listed companies starting from 
2012. It is estimated that the number of countries accepting IFRS can increase to 150 
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in the coming years. Japan is also planning to adopt that it. Convergence will also 
change the way financial reporting is done. It will provide various benefits like-  

 
 Quick financial statement’s consolidation 
 Uniformity thereby leading to increased transparency & comparability. 
 Will eliminate multiple reporting for companies like Ambani, Tata etc.  
 It will encourage cross border investment thereby leading to economic growth. 
 Tax authorities will also be benefited & audit function will also become easy. 
 
 

2. Current Status 
The Ministry of Corporate Affairs is shifting its focus on international reporting 
standards for Indian companies. According to their plan, the ministry will implement 
the international financial reporting standards (IFRS) beginning with companies that 
having a net worth of Rs1000 crores starting April 1, 2015. Both listed and unlisted 
companies having net worth of over Rs500 crores but less than Rs1,000 crores will 
have to converge in its second phase with the international accounting standards in the 
financial year beginning April 1, 2016.Its PHASES: 

Phase I: companies belonging to following category will convert their opening 
balance sheets if the their financial year starts on or after 1st April 2011 
in accordance with the notified accounting standards that are convergent 
with IFRS. It includes Companies which are part of Nifty 50, 
Companies, which are part of Sensex 30, Companies whose securities 
are listed on stock exchanges outside India, which may be listed or not, 
having a net worth greater than Rs.1, 000 crores. 

Phase II: Companies, which have net worth more than Rs.500 crores but not more 
than Rs.1, 000 crores, whether listed or not, will converge their opening 
balance sheet as at 1st April, 2013 if their financial year begins on or 
after 1st April, 2013 in accordance with the notified accounting 
standards which are in convergent with IFRS.  

Phase III: Companies which are listed having a net worth of Rs.500 crores or less 
have to convert their opening balance sheet as at 1st April, 2014 if their 
financial year starts on or after 1st April, 2014, whichever is later, in 
accordance with the notified accounting standards that are in convergent 
with IFRS. 

 
 

3. Challenges 
Though there various benefits from its implementation but there are various challenges 
which needs to be addressed before implementing this system. They are as given 
below: 
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 Countries are economically & politically different. So implementation of one 
single system is difficult. 

 One of the major problem in conversion is, at present financial statements are 
recorded at historical data. IFRS requires data to be recorded at their fair value 
which is quite subjective in nature. 

 Lack of trained staff is among major problem. 
 Cost involved is another major problem. Developing a detailed set of 

accounting standards which covers all aspect is a costly affair. 
 Tax system is also an impediment in way of implementation of IFRS. 
 There are also awareness issues along with lack of data availability and in-

effective coordination among various already existing laws like Banking Laws, 
SEBI regulations etc. 

 
 

4. Conclusion 
So we can say that though successful implementation of IFRS will benefit economies 
of countries as it will encourage cross border investments, will also increase the quality 
of information because of improved accounting practices. But successful 
implementation is question mark as there are various challenges that need to be 
addressed first. Major problem being lack of trained staff who can guide companies by 
providing adequate information.  
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