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Abstract: IFRS is the official reporting standardral internationally accepted and adopted by morenhE00 countries across
the world. Earlier it was known as IAS (Internatial Accounting Standards). The European Union and stualia decided that
public companies would be required to use Interrmatal Financial Reporting System in the year 2005eW Zealand started
using this in 2007. In the year 2008, the Canadidtcounting Standards Board decided to make IFRS gqansory for all
public companies starting in January 2011. Countsidke China, Japan, India, and South Korea haveitiated to adapt IFRS
by 2011. The International Financial Reporting Staiards (IFRS’s) issued by the International Account Standards Board
(IASB) seems to a worldwide consensus surroundihg heed for one global set of accounting standawmdsich would make
financial statements comparable across the worlcheTconvergence with IFRS standards is set to chartige scenario for
financial reporting in India. IFRS represents the ost commonly accepted global accounting standaiéth the development
of Indian Economy and increasing integration withhé global economies, Indian corporate are raisingpital across the
world.. This research article is analysis attempt éxamine the need and requirement of the IFRS hetpresent scenario as
well as to find out the stakeholders and benefiée of IFRS in India.
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. INTRODUCTION

In this dynamic era, the world has become an ecanortegrated village. The forces of globalizatiprompt most nations to
open up doors to foreign investment and as busisesspand cross borders the need arises to reeoti@zdenefits of having
commonly accepted and understood financial reppdtandards. In this era of globalization, Indiareat insulate itself from the
developments taking place across the globe. Ndtiddaisory Committee on Accounting Standards esshleld under the
Companies Act, 1956, and various regulators sucBexsrrities and Exchange Board of India and ResBar&k of India are
concerned, the aim has always been to comply vghlERS'’s to the extent possible with the objectogformulate sound
financial reporting standards. The ICAl, being anmer of the International Federation of Accountargensiders the
International Financial Reporting System’s andsttie integrate them, to the extent possible, inlitfie of the laws, customs,
practices and business environment prevailing difaln

The International Financial Reporting Standardfk@F) issued by the International Accounting Stadgd@oard (IASB) are
recognized as Global Reporting Standards (GRS)eMuan 100 countries such as countries of Europison, Australia, New
Zealand, and Russia currently require or permitube of IFRSs in their countries. Countries likeirahand Canada have
announced their intention to adopt IFRSs from 28068 2011 respectively. USA has also taken-up cgevee projects with the
IASB in order to allow filing of IFRS-Compliant Famcial Statements in the US Stock Exchanges witheqtiring the
presentation of reconciliation statement. In vidwthe benefits of convergence with IFRSs to theédndeconomy, its investors,
industry and the accounting professionals, the ephtas been developed with the objective of ekmjothe approach for
achieving convergence with IFRSs, and put downaammap for achieving convergence with the IFRS’sriler to make India
IFRS-compliant. Presently, the Accounting Standd@dard (ASB) of the Institute of Chartered Accountaof India (ICAI)
formulates Accounting Standards (ASs) based onlHRS’s keeping in view the local legal and econoraitvironment
regulations, which have recently been notifiedlmy €entral Government under the Companies Act, 1956

1. LITERATURE REVIEW

According toBeneish and Yohn, 2008 IFRS is found to be accounting standards of higality and is now used in over 100
countries. Some authorities had fully adopted IRRSssued by IASB such as China, Peru, South Afdcd Turkey. Other
countries have altered local GAAP to be IFRS edaivtasuch as EU members using EU-IFRS. In 2002Cihencil of the EU
issued an order imposing an obligation on compalisésd on European stock exchanges to structgie tonsolidated final
accounts according to the EU-IFRS, IFRS as endobgethe EU starting from the year 2005. The Ingtitof Chartered
Accountants in England and Wales (ICAEW) has publis a report for the European Commission on thet fear of
implementation of IFRS across EU.

According tol CAEW, 2007 the study includes a detailed review of the 200arfcial statements of 200 companies from 25 EU
member states. Major differences between EUIFRSIAB8-IFRS including hedge accounting and busir@ssbination were
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highlighted. In November 2004 the European Commissidopted a Regulation endorsing IAS 39 with tkeeption of certain
provisions on the use of the full fair value option liabilities and on hedge accounting. Finansi@tements of companies that
chose to rely on this carve-out were not in conmaé@with IASB-IFRS. The EU-IFRS carved out partiA8 39 primarily to
allow banks to apply fair value hedge accountingedges of the interest rate risk of their portfaf demand or core deposits.
Eight companies were found using the EU carve-ou2005 (ICAEW, 2007). Such carve-out practice rhayder worldwide
consistency in IFRS adoption. Former research tigeting the requirement for reconciliation fromSAFRS to US GAAP
found value in such reconciliation. US-GAAP and IAported amounts for the same US-listed foreignpgamies adopting 1AS
from 1992 to 1996 were found to be valued diffesehy the market (Harris and Muller, 1999).

According toHaverty, 2006, when 14 US-listed foreign firms frof. R. China were studied for the period 1996-2002, net
income per IASBIFRS was found to be less than megre per US-GAAP for the same company. AccordinGhlien and Sami,
2007 reconciliations from IAS to US-GAAP were foutadcapture information that is reflected in inwest decisions about their
stock holdings with data from 1995 through 2004.

As perHenry et al., 2009 when the 2004~2006 reconciliation made by 75 Ebssilisted firms were examined, reported net
incomes per EU-IFRS still lacked comparability witt8GAAP. The current research extends earlier rekelay separating
IASB-IFRS from EU-IFRS in the analysis of their goanability to US-GAAP with most recent data.

IR OBJECTIVES OF THE STUDY

The major objectives of this research article arestudy and understand the concept of Internatifin@ncial Reporting
System (IFRS) in India. It also aims to study tleech and requirement of IFRS in India, benefitskR$ to stakeholders and
convergence of IFRS. Apart from this studying timpact of IFRS in the financial statement of Indéamporate and also analyse
the problems in adoption of IFRS in India.

V. LIMITATIONS OF THE STUDY

Research is a dynamic and process and we havetiowe@and innovation throughout the research. Tiyshas the following
limitations.
 There is non-availability of previous literaturedagata.
* It is not easy to adapt IFRS
 The study is based on secondary data only.
* IFRS is not fully adopted by the Indian companies.

V. EXPLANATION OF RESEARCH TOPIC

A financial reporting system sustained by strongegpance, standards, and enterprise regulatoryeframk is the key to
economic growth. The Institute of Chartered Accaunig of India ICAI as the accounting standards tdating regulatory body
in the country has always made efforts to formuladgn quality Accounting Standards and has beeoessful in doing so. Indian
Accounting Standards have hold out the test of .tikethe world constantly globalize, discussionammvergence of national
accounting standards with International Financigp®ting Standards (IFRS) has increased considerabl

The convergence with IFRS standards is set to #iteframework for financial reporting in India.RE represents the most
commonly accepted global accounting standardstessibeen adopted by most countries across thd vith the development
of Indian economy and increasing integration wite global economies, Indian corporate are raigiwgstment cross borders.
Under the situation, it would be vital for Indiaarporate to adopt IFRS for their financial repagtiThere are several equalities
between IAS and IFRS, yet there are differenceshvban have vital impact on the financial stateimenhis Research Paper is
put emphases on to carry out the need and aimR$ ind to found out the impact of IFRS in the friahstatement.

VI. RESEARCH M ETHODOLOGY

This research study is based on secondary datee 8ie study is on secondary data so, the auttsoused internet and books
and other published literature. Sampling techniguaso used and the data is also obtained fronSI&&a base from the internet.
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VII. ANALYSIS AND |NTERPRETATION OF IFRS AND ITS REQUIREMENT

« There seems to be worldwide harmony surroundinghéhexl for one global set of high-quality accountitandards
and that IFRS is presently best positioned to aptismthe need. But, there is much to be gainethfthS. GAAP
and, as such, the convergence of U.S. GAAP and HRpBvery well best serve the needs of the globglarate. The
concept of a single set of global accounting stedgjaconsidering our global economy and the frequeof

international transactions, makes great sense.

% In the long term a single set of global accounstendards will be turned in positive. There is nwlat that global
markets need a single set of global standardsisrdgmamic world. Without this platform investordlivibe unable to
fully assess investment options that are now glgbabailable. Having such a standard would alsaease the
accessibility of overseas capital. For multinatidivans, they would have one set of financials feporting aims that
would be acceptable across the globe.

% This would dramatically decrease all kinds of riskem legal emergencies to fraud, and make intevnal business
more efficient. The political, cultural and govenca challenges associated with getting global adiof a uniform

set of high-quality accounting and financial repagtstandards accomplished are far more diffiaultiéal with than
the technical accounting issues, and will likelgyent the achievement of that goal. Yet the corergrg aim should
be pursued to the extent feasible, and any rengaitififierences should be identified so that finahstatement users
can better consider the impact of such differences.

% A single set of standards is crucial given globarkets today, and IFRS is a suitable path. Withithgact of
globalization and large developing economies likén&, Brazil and India, effective, meaningful comgans between
entities are absolutely significant. The U.S. actmg profession, guided by the efforts of the AKCEBnd the IFAC
Planning and Finance Committee, continues to bg weetive in setting those standards, and in helpivith
implementation. A major concern is that internasiostandards are impacting both private compangesvel as
public companies as the standards are mandatedaand, result, the impact will not escape even thallest
accounting firm, still the appropriate traininggmall firms may not be in place.

« The AICPA and IFAC are aware of this issue, ands&epping up to it. A single set of standards wdit only simplify
the way companies conduct themselves, but encout®§86 adoption of ethical behavior. The adoption of
incorporated global accounting and financial rejpgristandards are extremely important. The worldl@balizing
both firms and their clients need to be able tddsiness across the world and with the increasediumternet and
globalization, the barrier to doing business indionally is going to keep getting lower and lowArsingle set of
global accounting standards like IFRS particuladybusiness today isn't be limited by geographimblaries.

VIII. BENEFICIARY OF CONVERGENCE WITH IFRS

According to accountant professionals the convargevith IFRSs benefits the accounting professiomaisway that they are
able to sell their services as experts in diffeqgantts of the world. The thrust of the movementams convergence has come
mainly from accountants in public practice. It ¢esamore opportunities in any part of the worlgadime accounting practices
prevail across the world. For accounting professi®im industry as well as in practice, their mibpito work in different parts of
the world increases Investor’s point of view.

A strong case for convergence can be made fronvithwepoint of the investors who wish to invest crbssder. Investors
require the information that is more relevant, alele, timely and comparable across the jurisdistidfinancial statements
prepared using a common set of accounting stande@sinvestors to understand investment oppoiamih profitable manner
and as opposed to financial statements prepared asiifferent set of national accounting standalmgestors’ confidence will
increased if accounting standards used are globhetlgpted. Convergence with IFRSs contributesvesitors’ understanding and
confidence in best quality financial statements.

IX. PROBLEMS WITH IFRS

The economic environment of the nation plays vitdé in laying down the accounting requirementsliapple to several
business enterprises. For example, while vario®SH-have been based on the fair value approach, lhe been unwillingness
in India to adopt this approach in view of the fétat various markets in the country have not beemsidered to possess
necessary depth and breadth providing reliablevidites on measurement of various assets andtiiehilln some circumstances,
the legal and regulatory requirements in Indiadiffer from the IFRSs and, hence, in such scenémitian Accounting Standards
deviate from IFRSs because otherwise various lpg#tlems may arise. For instance, keeping in viegvrequirements of the
law governing the companies in India, Accountingrisiard (AS) 21, Consolidated Financial Statemeddfines ‘control’ as
ownership of more than one-half of the voting powkean enterprise or control over the compositibthe governing body of
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analysis enterprise. This definition of ‘contra’ based on the definitions of ‘holding company’ aubsidiary company’ as per
the Companies Act, 1956.

However, IAS 27, Consolidated and Separate FinhBta@ements, defines ‘control’ as “the power towgym the financial and
operating policies of an enterprise so as to oliaimefits from its activities. In a few stray cagbse Indian Accounting standards
deviate from IFRSs because adoption of IFRSs vienbaiy cause hardship to the industry and, to atldsame, modifications
are made in Accounting Standards until the induistiyrepared for the IFRSs. For instance, AS 1%igeel), Employee Benefits,
permits deferment of expenditure incurred with ewito termination of services arising in a voluptegtirement scheme for a
transitional period, in view of the fact that thrdian industry was undergoing a structural charigbeatime when the standard
was introduced, whereas the corresponding IAS 18pl&yee Benefits, does not allow the postponemémsuoh expenditure
even as a transitional measure.

X. IMPACT OF IFRS IN THE FINANCIAL STATEMENTS

Minimum lines of items to be presented in the siwet of financial position that are prescribed uné®S are:
* Property, plant and equipment (PPE)
* Investments accounted for using the equity method
* Biological assets
* Inventories
» Trade and other receivables
» Cash and cash equivalents
* Investment property
* Intangible assets
* Financial assets such as investments
* Provisions
* Financial liabilities
* Tax liabilities or advance tax ( to be disclosetlafdiabilities or advance tax as the case may be)
« Deferred tax liabilities and assets (to be disaaset of liabilities or assets as the case may be)
» Non-controlling interest presented within equitgdal1l IFRS in India - Key Aspects
* Issued capital and reserves attributable to owniettse parent

This dissimilarity arises out of Schedule VI to thempanies Act. The following actions to be takemas under:

5

%

Categorization of financial assets into current aod current

To take on operating cycle concept for classifaabf trade debtors, inventories and trade creslitor

Inclusion of the concept property, plant and equphin place of Fixed Assets

Classification of property, plant and equipmendhelr sale and discontinued operations and carrgieg out at fair

value less coststo sell and no depreciation chamggich block of assets

Figure out investment property (land and buildirtgick is not owner Occupied) from PPE

Carving out leasehold property out of PPE in acancg with IAS 17 Leases and accounting it as pdeleaises (IAS

19 classifies leasehold land as operating lease)

% Re-classification of goodwill into intangible asseh accordance with IFRS 3 Business Combinatidnthase
intangible assets require recognition in accordavite IAS 38 on the date of transition

+ Classification of current liabilities out installmedue within twelve months from the reporting dat# of noncurrent
liabilities

% Taking cognizance of breaches of loan conditions discretion to roll over while classifying curréman current

liabilities

2
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XI. CONCLUSIONS

It is surely going to be a confront to move frora tturrent rules-based system to a more principsed system of accounting.
It will require a change in existing patterns ot@anting, and many are also concerned about haevilligffect the profession
from a liability standpoint. However, in India thiempanies can quickly adapt itself to the new stashglthrough commitment to
the process and education on the standards andcprapplication. As business transactions expagybid their traditional
borders, the need for a common set of global adewmgistandards has become mandatory. These staadeodnting standards
are globally accepted and provides common platforeach firm who want to do cross-border businesssactions.
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