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Introduction

IFRS standsfor "International Financial Re-
porting Standards" andincludes| nternational Account-
ing Standards (IASs) until they are replaced by any
IFRSandinterpretationsoriginated by thel FRIC or its
predecessor, theformer Standing I nterpretationsCom-
mittee (SIC).These are standards for reporting finan-
cial resultsand are applicableto general purposefinan-
cial stlatementsand other financial reporting of all profit-
oriented entities. Profit-oriented entitiesincludesthose
engagedincommercial,industrial, financial and similar
activities, whether organized in corporate or in other
formsal soincludesmutual insurance companies, other
mutual co-operative entities, etc.

Uponitsinceptionthel ASB adopted thebody
of International Accounting Standards (IASs) issued
by itspredecessor and assuch IFRSincludes| ASuntil
they are replaced by any IFRSs. One of the basic fea-
tures of IFRS is that it is a principle-based standard
rather than rule based.

IFRSinIndia

At its 269 meeting the Council of ICAI has

decided that public interest entities such as listed
companies, banks, insurancecompani esandlarge-sized
organizations to converge with IFRS for accounting
period commencing onor after 1 April, 2011.
For Small and M ediumsize Entitiesi.e. other than pub-
licinterest entities, ICAl had proposed that aseparate
standard may be formulated based on the IFRS for
Small and M edium-sized Enterprisesissued by the| ASB
after modifications, if necessary. Even MCA had ex-
pressed the view that India should converge to IFRS
w.ef 1April, 2011.

With an objective to ensure smooth transi-
tionto IFRSfrom 1 April, 2011, ICAl istaking up the
matter of convergence with IFRSwith National Advi-
sory Committee on Accounting Standards (NACAS)
established by the Ministry of CorporateAffairs, Gov-
ernment of India and other regulators including Re-
serve Bank of India (RBI), Insurance Regulatory and
DevelopmentAuthority (IRDA) and the Securitiesand
ExchangeBoard of India(SEBI).CoreGroupfor IFRS
convergenceformed by MCA hasrecommended con-
vergence to IFRS as under:

-Phasel (openingbalancesheet asat 1April, 2011):-
1. Companieswhicharepart of BSE - Sensex 30and NSE

- Nifty 50;

2. Companieswhosesharesor other securitiesarelisted
outside Indig;

3. Companies whether listed or not, having net worth
of morethan Rs. 1,000 crores.

-Phasell (openingbalancesheet asat 1April, 2013):-
Companies not covered in Phase 1 and having net
worth exceeding Rs. 500crores.

-Phasel 1 (openingbalancesheet asat 1April, 2014):-
Listed companies not covered in earlier phases.
(Ifthefinancial year of acompany commencesat adate
other than 1 April, then it shall prepare its opening
balance sheet at the commencement of immediately
following financial year.)- Separate Road Map would
be prepared for banking and insurance companies.
Theissueof convergencewith | FRShasgained signifi-
cant momentumin Indiarecently.

Benefitsof adopting FRS

* |t would benefit the economy by increasing growth
of international business. It would encourage interna-
tional investing and thereby |ead to moreforeign capi-
tal inflows into the country.

* Investorswant theinformation that ismorerelevant,
reliable, timely and comparable across the jurisdic-
tions. | F R Swould enhancet h e comparability be-
tweenfinancial statementsof variouscompaniesacross
the globe.

* Better understanding of financial statementswould
benefit investorswho wish toinvest outside their own
country.The industry would be able to raise capital
fromforeign marketsat lower cost if it can create con-
fidence in the minds of foreign investors that their
financial statements comply with globally accepted
accounting standards.* 1t would provide professional
opportunities to serve international clients.

* |t would increase their mobility to work in different
parts of the world either in industry or practice.

* |t would reduce different accounting requirements
prevailinginvariouscountriesthere by enabling enter-
prises to reduce cost of compliances.

* Adoption of IFRS in Indiawould increase the cred-
ibility of companies and thereby enjoy higher credit
ratings.

* Adoption of IFRSwill enhancethe Corporate Gover-
nance Reporting and thereby attracting foreigninves-
tors.
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* Unlike globalisation adoption of IFRS is a step to-
wards I nternationalisation of accounting and report-
ing standards

IFRSChallenges

* Increaseincostinitially dueto dual reporting require-
ment which entity might have to meet till full conver-
gence is achieved.

* Unlikeseveral other countries, theaccountingframe-
work in Indiais deeply affected by laws and regula-
tions. Changes may be required to various regulatory
requirementsunder The CompaniesAct, 1956, Income
Tax Act, 1961, SEBI, RBI, etc. so that |FRSfinancia
statements are accepted generally.

* If IFRS has to be uniformly understood and consis-
tently applied, all stakeholders, employees, auditors,
regulators, tax authorities, etc would need to betrained.
* Entity would need to incur additional cost for modi-
fying their IT systems and procedures to enable it to
collate datanecessary for meeting the new disclosures
and reporting requirements.

* Differences between Indian GAAP and IFRS may
impact businessdecision/ financial performanceof an
entity.

* Limited pool of trained resource and persons having
expert knowledge on IFRSs.

* Communicatingtheimportanceandrelevanceof IFRS
inglobal markets.

Srategiesfor Adoptionof IFRSinIndia:

1) Corporate Institutions like ClI (Confederation of
IndianIndustries), FICCI, ICAl etc shouldinitiate cen-
tralize training and awareness program which would
ensure uniform, effective and efficient (cost effective)
awareness across industry.

2) Corporate institutions should represent corporate
and industry to liaisewith Financial and ERP software

providers like SAP, Oracle systems, Tally to provide
upgrades and newer versions to existing Software
packages at reasonablerates (The Software providers
will have to work on codes only once and deploy the
software across industry in one go).

3) Corporate ingtitutions as mentions above should
takealead tointegrate E-Corporate Governanceinthe
IFRS modules ensuring, integrated transaction, ac-
counting and reporting system.

4) Financial Institutionsand Banking sector, although
havedifferent legacy systems, should migrateto more
standardised and common system to ensure smooth
business transaction across the Globe.

5) Universities and educational system should align
the syllabus to the new accounting standard, as soon
as possible to avoid obsolescence and duplicity.
Conclusion:

IFRS has its own advantages and offers a

chance for Indiato align and integrate with common
International Accounting standard which will savethe
cost which has to be incurred by MNCs and interna-
tionally listed corporate for maintaining dual account-
ing and reporting system. It will also provide opportu-
nity for small and mid sizeindustry and institutionsto
transact with counterparts across the Globe and har-
vest efficiencies and broader exposure.
But to adopt | FRS, especially by small and Midsized
Industry would be a challenge in terms of scarcity of
expertise and prohibitive cost to change/ upgrade the
IT systems.

A collective, collaborative and centralized
effort for smooth, efficient and effectivetransitionand
implementation of IFRS across Government bodies,
financial institutions, banking sector, and Corporates,
Industry and Educational system is required.
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