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ABSTRACT

International Financial Reporting Standard (IFRS) introduced by the International Accounting
Standards Board (IASB is international financial reporting standard. IFRS is a single set of high quality,
understandable and enforceable global accounting standards. It is a "principles based" set of standards
which are drafted lucidly and are easy to understand and apply. IFRSs were adopted first time in 2005 by
EU (European Union) and are now accepted or required in more than 120 countries. In India, this is in
an implementation stage. This paper tries to study the implementation problems in India and make
suggestions to solve the problems. The important implementation problems are cost, lack of awareness
about IFRS among investors, and no uniformity in accounting guidance issued by various regulators
(SEBI, IRDA, RBI) in India. The suggestions are to provide proper training and education to accounting
professionals and employees about IFRS; Government has to reform the taxation system to match with
IFRS.

Keywords: IFRS, IASB, Accounting Standards
INTRODUCTION

International Financial Reporting Standard (IFRS), introduced by the International Accounting Standards
Board (IASB), is a single set of high quality, understandable and enforceable global accounting standards.
It is a "principles based" set of standards which are drafted lucidly and are easy to understand and apply.

The International Accounting Standards Board (IASB) is an independent, private-sector body that
develops and approves International Financial Reporting Standards (IFRSs). The IASB operates under the
oversight of the IFRS Foundation. The IASB was formed in 2001 to replace the International Accounting
Standards Committee

The International Accounting Standards Committee (IASC) was formed in 1973 through an agreement
made by professional accountancy bodies from Australia, Canada, France, Germany, Japan, Mexico, the
Netherlands, the United Kingdom and Ireland, and the United States of America. Additional sponsoring
members were added in subsequent years. In 1982 the sponsoring "members" of the IASC comprised all
of the professional accountancy bodies that were members of the International Federation of Accountants
(IFAC).

From its formation in 1973 until a comprehensive reorganization in 2000, the structure for setting
International Accounting Standards was known as the International Accounting Standards Committee
(IASC).

As of the beginning of 2005, the global corporate financial reporting landscape has been
International Financial Reporting Standards comprising:

International Financial Reporting Standards (IFRS) - standards issued after 2001
International Accounting Standards (IAS) - standards issued before 2001
Interpretations originated from the International Financial Reporting Interpretations
Committee (IFRIC) -issued after 2001

Standing Interpretations Committee (SIC) - issued before 2001.

STATEMENT OF THE PROBLEM

IFRSs were adopted first time in 2005 by the European Union (EU). IFRSs are now accepted or required
in more than 120 countries. It is in an implementation stage in India. IFRS implementation affects several
areas of a business entity .Mainly implementation problems and cost. India is going to implement the

293




IRA-International Journal of Management & Social Sciences

IFRS in a phased manner. It has a lot of benefits to different stakeholders like companies, accounting
professionals, investors and regulators. But firms will face different implementation problems in the
future. So this paper tries to study the challenges and benefits of IFRS implementation in India and also
try to identify some solutions to the issues so identified.

OBJECTIVES OF THE STUDY

1. To study the preparedness of Indian firms in implementing the IFRS
2. To identify the implementation issues, if any, faced by firms in India
SOURCES OF DATA

The study has been conducted mainly on the basis of secondary data, literature review and personal
interviews with experts. Journals, research papers, web resources and newspaper articles were used for
gathering relevant data.

LITERATURE REVIEW

Many studies have been conducted on IFRS. Some of the relevant studies in this context are summarized
below to gain a theoretical perspective on IFRS implementation.

Dr.Pran Krishansing Boolaky studied problems and challenges to the private and public sector enterprises
in his paper ‘IFRS in small island economies’. Using data from Mauritius the IFRS conversion and
implementation process is investigated with focus on implementation problems. The implementation
problems are expressed in terms of difficulties related to the IFRSs. The paper reports that though IFRS
conversion was smooth in Mauritius, and the conversion cost was significant.

In another study, Abhiruchi Aswal ,Gaurav Agarwal and Subhajit Das examined the impact of IFRS on
Indian companies. In their view, IFRS is going to have significant impact on the Indian corporate, largely
due to the significant difference in the Indian GAAP and IFRS.

Pawan Jain tried to analyze the information available on IFRS adoption process in India in his paper IFRS
implementation in India, opportunities and challenges .It also discusses the IFRS adoption procedure in
India and the utility for India in adopting IFRS. The paper discusses the problems faced by the
stakeholders (Regulators, Accountants, Firms etc.) in the process of adoption of IFRS in India.

In a sample of 102 non-European Union countries, Karthik Ramanna and Ewa Sletten studied variations
in the decision to adopt International Financial Reporting Standards (IFRS). There is evidence that more
powerful countries are less likely to adopt IFRS, consistent with more powerful countries being less
willing to surrender standard-setting authority to an international body.

Francois Aubert and Gary Grudnitski had reported the results of conducting a two-stage analysis on the
impact and importance of mandatory adoption of International Accounting Reporting Standards on
European Union (EU) firms in their paper, ‘The impact and importance of mandatory adoption of IFRS in
India’.

IFRS in India

The financial reporting standards currently followed in India are a combination of the standards notified
by the Ministry of Corporate Affairs, guidance issued by the Securities Exchange Board of India (SEBI),

guidance from the Institute of Chartered Accountants of India (ICAI), and industry-specific guidance
from regulators.
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In 2007 India announced that it would fully adopt IFRS by 2011 which is to be done in phases. First
phase was to include the companies which were part of NSE Nifty, BSE Sensex, the companies which
had shares or other securities listed on stock exchanges outside India and the companies (whether listed or
not) which had a net worth in excess of Rs 10 billion. The companies covered in this phase were required
to prepare an Opening Balance Sheet in accordance with IFRS converged standards as of April 01, 2011
and would follow the IFRS converged standards from this date. The second phase was to cover the Firms
(listed or not) with a net worth in excess of Rs 5 billion but less than Rs 10 billion. These firms would
prepare an opening Balance Sheet in accordance with IFRS converged standards as of April 01, 2013 and
would follow IFRS converged standards from this date. Rest of the firms were to follow the process from
April 01, 2014. But this announcement of Ministry of Corporate Affairs was not implemented.

After the enactment of the Companies Act, 2013, The Ministry of Corporate Affairs has now shifted its
focus on rolling out international reporting standards for Indian companies which were to be implemented
beginning April 1, 2011. According to the draft plan, the ministry wants to implement the international
financial reporting standards (IFRS) beginning with companies that have a net worth of over Rs 10 billion
from April 1, 2015. In the second phase, both listed and unlisted companies with a net worth of over Rs 5
billion but less than Rs 10 billion will have to converge with the international accounting standards from
the financial year beginning April 1, 2016.

BENEFITS OF IFRS
Conversion to IFRS offers companies a number of important benefits.

1. For Raising Capital from Overseas. Most of the companies are raising capital from overseas
which requires all information in International standard understandable to them. Uniform
accounting standard is very essential for this.

2. It also expects an increase in mergers and acquisitions opportunities since the major challenge of
conversion of financial statements to a uniform standard (US GAAP) would be removed because
of IFRS.

3. Comparison and benchmarking of financial data with international competitors would be possible
through IFRS implementation.

4. Another major benefit of IFRS is that the management of a company can view all the companies

in a group on a common platform. This will reduce the time and efforts involved to adjust the

accounts in order to comply with the requirements of the national GAAP (Generally Accepted

Accounting Principle)

The firms will have less complexity in accounting

IFRS will increase transparency in accounting

It will facilitate cross border investment leading to accelerated economic growth

IFRS adoption will improve the quality of financial information

NGO

PROBLEMS OF IFRS IMPLEMENTATION IN INDIA

Indian companies will have to face a number of challenges and issues in implementing IFRS. IFRS is
going to have significant impact on the Indian firms largely due to the significant difference in the Indian
GAAP and IFRS.

1. Fair value instead of historical cost. The most important and most talked about is that under
IFRS, balance sheet items would have to be fair valued compared to the current practice of
carrying it at historical cost. This will certainly complicate the situation for companies which are
in huge debt. Not only would they have to show increased debt positions which would impact
their credit rating but also impact their financial ratios.
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2. Cost of implementation. Implementation of IFRS requires incurring large expenditure like IFRS
software cost, training cost for employees, advisory fee, audit fee etc. A new system always
considers value of money, so that it becomes mandatory for companies to find out cost-benefit
analysis.

3. Lack of Awareness. Due to lack of awareness about different IFR standards, investors face
difficulties in comparing, analyzing and taking appropriate decisions. IFRS mainly focuses on
presenting financial statement and focus is low on the users of accounting standard.

4. Necessity of new software package. Development of new software package is essential for
successful implementation of IFRS.

5. Lack of Technical Knowledge. As the accounting professionals are too familiar with the Indian
GAAP, they may find it difficult to work with IFRS.

6. No uniformity in accounting guidance issued by different regulators. Reserve Bank of India
issues guidance for banking companies, the Insurance Regulatory and Development Authority
issues guidance for insurance companies, the Central Electricity Regulatory Commission issues
guidance for electricity companies, SEBI issues guidance for listed companies, and the Ministry
of Corporate Affairs too issues certain guidance.

SUGGESTIONS

Following are some of the suggestions to manage the problems of IFRS implementation in India

1. Proper education and training to accounting professionals and employees about IFRS

2. Educate the investors and shareholders about the IFRS

3. Different regulators in India (RBI, SEBI, IRDA etc.) have to constitute committees to study the
proper implementation of IFRS

4. Develop user friendly software with minimum cost.

5. Government has to reform the taxation system to match with IFRS.

CONCLUSION

International Financial Reporting Standard introduced by the International Accounting Standards Board
(IASB) is intended at improving transparency and addresses some of the objectivity concerns in
accounting. The major issue in implementation is lack of knowledge regarding its convergence with the

IndAS.
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