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Introduction

International Financial Reporting Standards
(IFRS) areaset of accounting standards devel oped by
theInternational Accounting StandardsBoard (IASB)
that is becoming the global standard for the prepara-
tionfinancial statementsof public companies. Themis-
sion of IASB isto develop, in the public interest, un-
derstandability, reliability, relevance, comparability and
International Financial Reporting Standards(IFRS) for
general purpose financial statements.

The present era of globalization and liberal-
ization has shrunk the geographical barriers of com-
merce. Thewholeworld hasliterally becomeflat. One
can see the cross-border economic activities happen-
ing inaswift way. Theentity arelisted on major stock
exchanges of the world. Capital markets have also
spread their wings across the globe, leading to free
flow of domestic and foreign direct investments to
different parts of the world.

Given these scenarios, a common and uni-
formly accepted Financial Reporting System, supported
by strong governance practices and afirm regulatory
framework, strengthensthe economic devel opment of
any country. As investors have also become global,
financial statements of entities of different countries
should be comparable on prescribed common param-
eters. Acommon set of financial statementshelpinves-
torsbetter understand investment opportunitiesworld-
wide as against financial statements of different stan-
dards unique to each country.

IFRS-Indian Context

The paradigm shift in the economic environ-
mentinlndiaduringlastfew yearshasledtoincreasing
attention being devoted to accounting standards as a
means towards ensuring potent and transparent finan-
cial reporting by any corporate.

ICAI, beingapremier accountingbody inthe
country, took upon itself the leadership role by estab-
lishing ASB, morethan twenty five years back, to fall
inlinewiththeinternational and national expectations.
Today, accounting standards issued by the Institute
have come a long way. The ICAI as the accounting
standard - setting body inthe country hasa ways made
effortstoformulatehigh quality Accounting Standards
and has been successful in doing so. Indian Account-
ing Standards have withstood the test of time. Asthe

world continues to globalize, discussion on conver-
gence of national accounting standards with Interna-
tional Financial Reporting Standards (IFRS) has in-
creased significantly. At present, theASB of ICAI for-
mulates the AS based on IFRS. However, these stan-
dards remain sensitive to local conditions, including
thelegal and economic environment. Accordingly,AS
issued by ICAI depart from corresponding IFRS in
order to ensure consi stency with legal, regulatory and
economic environment of India. Asthe world contin-
uesto globalize, discussion on convergence of Indian
GAAP with IFRS has increased significantly. A few
developments are set forth hereunder -
* Formation of IFRS Task Forceby the Council of ICAI
* Recommendation of the | FRS Task Force submitted
to the Council
* Full adoption of IFRS from accounting period com-
mencing on or after 1st April, 2011
* Proposedto beapplicabletolisted entitiesand public
interest entities such as banks, insurance companies
and large sized entities
* Involvement of variousregulators(MCA, RBI, IRDA,
Tax authoritiesand SEBI)
* Draft Schedule V1 andAccounting Standard 1 (Expo-
sure Draft) consistent with IFRSs
* Convergence Strategy presented by Technical Direc-
torateof ICAl on02.02.2009:
- ICAI has begun the process of issuing | FRS equiva-
lent AS with following proposed changes:
1. Removal of alternative treatments
2. Additional disclosures, where required
3. AS number will continue but |FRS number will be
giveninparenthesis4. IFRICswill beissued asappen-
dices - ICAI has constituted a Group in liaison with
government & regulatory authorities and this group
has congtituted separate core groups to identify in-
consistenciesbetween | FRSand variousrel evant acts.
Benefitsof adopting FRS

The adoption of IFRS is expected to have a
significant impact on all stakeholders, such asregula-
tors, professionals, prepares of financia statements,
analysts, users of financial information and so on.
(1) TheEconomy: Theconvergencewithl FRSbenefits
the economy as a whole by accelerating growth of
international business. It strengthens the economy
withastrong and efficient capital market, wherecost of
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capital becomes cheaper, leading to inflow of interna-
tional investment into the country.

(2) The Investors: Convergence with IFRS facilitates
thoseinvestorswho want to expand their cross-border
business operations. For this purpose, investors want
informationthatisrelevant, reliable, timely and compa-
rableacrosslocations. Convergencewithinternational
standardswill mean aclear understanding of financial
statements by investors.

(3) Thelndustry: Entitiescanrai secapital fromforeign
markets at lower cost only if they can create trust and
confidenceinthemindsof theforeigninvestorsthrough
"True and Fair" presentation of their financial state-
ments by adopting globally acceptable standards.
(4) TheAccounting Professionals: Convergence ben-
efitsaccounting professionalswho can offer their ser-
vices to different parts of the world. It offers diverse
opportunities to accounting professionals in any part
of the globe, asthe same accounting practices prevail
throughout the world.

Challengesinadopting| FRS

* Regulatory endorsement and acceptance

* Shortage of skilled resources

* Huge cost of enhancement of IT systems

* Acceptance by tax authorities

* Managing market expectationsandinvestor rel ation-
ships * Managing day to day business issues - MIS,
tax planning, performanceindicators, mergersand ac-
quisitions, etc.

Key Divergences

Thekey divergencesbetween Indian GAAP and IFRS
have arisen dueto :- * Conceptual differences* Legal

and regulatory requirements* Present economic con-
ditions * Level of preparedness
I mplementation Phasein India

The applicability of International Financial
Reporting Standards for convergence of Indian enti-
tieswould be in several phases asthe issuesinvolved
in one-shot adoption are complex. For example, there
areissuesto be addressed, which may impact tax rev-
enuecollectioninthelndian scenario. Alsotobesorted
istheapplicability of IFRSto Small andMedium Scale
Enterprises, pending deliberationsby variousauthori-
ties. Hence, in the first phase, ICAI has submitted a
suggested list of companiesthat come under different
parameters for adoption of IFRS standards. These
entitiesincludecompanieslisted withBSE/NSE Sensex,
insurance companies, mutual funds, entities with a
capital base of over 50 million dollars outside India,
companiesthat arepublicly accountablewithanaggre-
gate borrowing of over Rs. 1,000 crores and such oth-
ers.
TrainingonFRS
Indiahas alarge number of accounting professionals.
I|CAl hasalready takentheinitiativesfor acomprehen-
sive capacity building programme to prepare the CA
professionfor thistransition. Alarge number of profes-
sionals have already undergone training and this pro-
cessis being accelerated by the ICAL.
Tosummarize, convergenceisinevitable. Thetimeline
istight. The need of the hour is co-ordinated and con-
tinuous efforts by all concerned to make the processa
grand success.
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