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Abstract:

Financial reporting should be done by adopting accounting standards with transparency and trust.
Glaobalization has laid down a way for all the countries to adopt a single set of accounting standards.
I FRS are the globally accepted accounting standards and interpretations adopted by the |ASB. India has
decided to adopt the IFRS by April 2011. Therefore the knowledge of |FRS and their impact on financial
sector should be assessed very carefully along with its problems and challenges For successfully
implementation of 1FRS Indian context would be the level of regulatory sponsorship, the appropriate
level of investment in systems and process and consistency in market practices for areas where judgment
in critical. The financial impact of convergence with IFRS will be significant for financial sector in
India. An attempt has been made in this paper some significant challenges in adoption of IFRS in
finance sectors. IFRS is to create comparable, reliable and transparent financial statements that will
facilitate greater cross-border capital raising, trade and better corporate governance practices. The paper
examines the need of IFRS. The purpose of the study is to discuss the problems and challenges to be
faced by the stakeholders. The final aim of the study isto see the impact on I ndian financial sector.

Keywords: ICAI, IFRS NACAS, Financial Satements, Globalization.

Introduction:

The objective of financial statements is to previthformation about the financial position,
performance and cash flows of the firms that isfuls® a wide range of users in making economic
decisions. A financial reporting system supportgdstoong governance, high quality standards, amd fi
regulatory framework is the key to economic develept. It is in this context that an independentpgl
standard-setting body such as the Internationaloéating Standards Board (IASB) has to play the
important role. Globalization has laid down a way &ll the countries to adopt a single set of actiog
standards. More than 100 countries (including InHeve recognized the importance of convergende wit
the IFRS. IFRS are the globally accepted accourgtagdards and interpretations adopted by the IASB.
India has decided to adopt the IFRS by April 200erefore the knowledge of IFRS and their impact on
financial sector specially in banking sector shoudd assessed very carefully. For successfully
implementation of IFRS Indian context would be kel of regulatory sponsorship, the appropriatelle
of investment in systems and process and consistenmarket practices for areas where judgment in
critical.

Objectives: The objectives of the study are given below:

To know and understand the concept of IFRS.

To observe the financial impact of convergence WHRS for financial sector in India.
To see the role of ICAI.

To find out the utility of convergence with IFRSIimdia.

To study the problems and challenges faced by tin@mmpanies.
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Research Methodology:This research paper is purely based on secondday @n the basis of published
data in magazines, books, annual reports, infoomatiailable through websites this paper is presetu
you.

Data Analysis:

IFRS: Concept and Meaning: The International Financial Reporting Standards prepared and
developed by the International Accounting Standdodrd.The Institute of Chartered Accountants of India
(ICAI) set up the Accounting Standards Board in 7187 prepare accounting standards. In 1982, ICAI se
up the Auditing and Assurance Standards Boarddilyitknown as the Auditing Practice Committee) to
prepare auditing standards. ICAlI became one ofatssciate members of the International Accounting
Standards Committee (IASC) in June 1973. ICAI &dscame a member of the International Federation of
Accountants (IFAC) at its inception in October 19While formulating accounting standards in Indiee
ASB considers IFRS and tries to integrate thenthéoextent possible, in the light of the prevaillags,
customs, practices and business environment ia.llidernational Financial Accounting Standards (IFRS)
previously called as International Accounting Staold (IAS) are the Standards, Interpretations and
Framework for the preparation and presentationimdénicial statements adopted by the International
Accounting Standard Board (IASB) IAS was issued1Bv3 and 2001 by the board of the Internal
Accounting Standard Committee (IASC). Of April 2001 the new IASB took over the responstgilf
setting International Accounting Standards from CA% is a set of international accounting and répg
standards that will help to harmonize company fa@ninformation, improve the transparency of
accounting and ensure that investors receive moearate and consistent reports. The entire workl ha
recognized the need for convergence of accountampards and is moving towards its implementation.
The target date for convergence to IRFS in Indgiven under:

» Companies with net worth of Rs. 1000 crores anddahahich are part of BSE sensex, NIFTY and

companies listed in overseas exchange: April 2011.

* All companies with a net worth between Rs. 500 801€ores and Banks and Non Finance Companies

. April 2013
* All listed companies with a net worth of Rs. 500ress or less: April 2014.

India is on the verge of converging with IFRS wihview to bring about uniformity in reporting
systems globally, enabling businesses, finances,famds to access more opportunities. The Minisfry
Corporate Affairs (MCA) in its press release da2&li February 2011 had notified 35 Indian Accounting
Standards converged with IFRS (knownladian AS). The MCA will implement the Indian AS in a
phased manner after various issues (for examplerdkmted issues) are resolved with the concerned
departments/authorities. Though, there has beersidemnable delay in the implementation of these
standards, efforts are on the run. The newly revi&shedule VI which is based on IAS 1 is a cle@fence
of being optimistic on convergence with IFRS.

Need for IFRS in India: Due to LPG, many multi-national companies are distaibg their businesses and
branches in various countries. The organizationgh@ current scenario are increasingly accessieg th
global markets to fulfill their capital needs byttiyeg their securities listed on the stock exchangetside
their country. Capital markets are becoming integtalobally. More and more Indian companies ang no
being listed on overseas stock exchanges. The asnalways been to follow the IFRS, to the extent
possible, while formulating the Accounting Standaridowever, there is a difference between AS aRSIF
due to various reasons. Some of the reasons fokaaes:

» There is a conceptual differences between AS aR&IF

* Indian firms and companies are not mentally prep&seccept and adapt IFRS.

* Indian economic environment is different than ottjlebal countries.
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* To maintain consistency with the Legal and RegujaRequirements

Need for Convergence to IFRSIn the present scenario of LPG financial repgrtstandards requires a
constant review to maintain the pace with the ¢asinging global economic environment. In India fiicial
reporting is in the stage of transition. In our oy many changes are being introduced for convergef
international accounting standards. The Institdt€lwartered Accountants of India has issued a paper
convergence with International Financial Report8tgndards (IFRS) to promote International Accountin
Standard Board’s (IASB). IFRS are globally accemedounting standards and interpretations adopted b
IASB. The Standards, which are a part of IFRS as®liled by the board of International Accounting
Standards Committee (IASC) before 2001, are knosvimi@rnational Accounting Standard (IAS). In April
2001 the IASB adopted all IAS and developed thenrdmaming as IFRS. These IFRS refer to the new
series of the pronouncements that the IASB is ngsuas distinct from the IAS series issued by its
predecessor. IFRS comprise:

* IFRS issued after 2001.

* |AS issued before 2001.

Role of ICAI: The IFRS are classified into five categories. Hel@@&l adopted two approaches to meet

convergence with IFRS.

(A) Stage wise approach: In the first stage, categafylFRS, the convergence will come immediately.
Category Il and Il will come in convergence aftelfillment of technical knowledge during the
second stage. In the third stage the convergeniteame after the change in law or regulation i. e.
category IV and in the last stage convergencepiagble to category V with full adoption.

(B) All at once approach: The ICAI is of the opinioratht would be difficult to follow the stage wise
approach. Hence ICAI finally decided to adopt IFRSn 1% April 2011 by constituting a committee of
core group for smooth implementation of converggmeeess of IFRS.

Utility of convergence with IFRS: The adoption of IFRS will greatly affect on finaalcsector of India.

Implementation of IFRS will definitely boost Indi@Tonomic environment.

1. The convergence with IFRS will definitely reducée ttost of preparing financial statements. There is
no need to prepare separate set for each couneys€l of financial statement is now applicablalko
countries in the world.

2. The pressure and load of preparation of financtatements will be minimized due to global
acceptance of IFRS.

3. The convergence with IFRS will boost the confidetmesl of Indian investors. Due precaution has
been taken in IFRS about the rights of the invastor

4. Accounting information will be more reliable andngparable due to IFRS. This information will help
investors to explore investment opportunities gasild quickly due to global acceptance of IFRS.

5. Due to the convergence with IFRS the growth of andbusiness will increase. Simultaneously there
will be increase in the growth of business globally

6. It will be easy for firms and companies to borrdve funds from the domestic market. Funds will be
raised from foreign markets at a lower cost.

7. Foreign currency will be available from overseaskaawith increased inflow. At the same time the
investment will also be increased due to IFRS.

Problems and Challenges faced by Indian Companie3he accounting system in India is regulated and

affected by various laws and regulations. Changes raquired to be made in various regulatory

requirements under the Companies Act, 1956, IncbameAct, 1961, SEBI, RBI, etc. After the change or
amendments in these laws and regulations then fem only IFRS financial statements are accepted
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globally. It is said that the USA will probably gatdFRS in 2014 and Japan in 2015. The corpornst@at
ready to accept a convergence immediately. Pdlificessure and disturbances are also the reasoiisefo
pending cases in various amendments in laws andatemns.

Challenges for banks and non-banking financial comgnies: In respect of banks and NBFCs, the
convergence process would be from period beginAipigl 1, 2013. This gives the banking system some
time to adapt to the standards as per IFRS. Sortfeeahajor changes pertain to certain critical sus#ch

as classification and measurement of financialtasskissification and valuation of liabilities, pairment
provisions and fair value measurement. One aremfern has been the drawback of the incurred loss
model of IAS 39 and the need to introduce more &dnlooking provisioning. Banks would need to
upgrade their infrastructure, including IT and humesources, to face the complexities and chalkeoge
IFRS. Some major technical issues arising for imddanks during the convergence process would be
differences between the IFRS and current regulatriglelines on classification and measurement of
financial assets.

Challenges for non-accounting issues:

» Data integrity and data validity would be of craicimportance especially due to data intensive
requirements of IFRS converged standards.

* Maintaining ethical standards and values is a lay @f financial reporting. Without a strong code o
ethics and adherence to those ethics, financiartieg would fail to inspire and ensure public and
investor confidence in entities. Professional bedmave codes of ethics for their members and
disciplinary procedures for those who infringe uploase rules.

« Adaptability and compatibility of existing IT solahs used by banks to the new requirements imposed
by IFRS convergence is also a major challenge.

Major Challenges:

v It is very difficult in India to bring the awarereamong the people about IFRS and its impact and a
challenging task. There are no similarities betw&&S and GAAP.

v' The reconciliation of GAAP is also difficult. Reamliation of ongoing unaudited financial statements
involves huge amount and it is costlier mattemididn firms and companies.

v It is essential to provide training and educatiorihte people for the smooth implementation of IFRS.
Currently, there is lack of training and educafimograms about IFRS.

v" In India, various regulatory bodies, laws and arities are taking care of financial reporting
requirements. There is no coordination among tlaegorities. In such case it is very complicated to
implement IFRS that requires change in laws, rafesregulations.

v In the current scenario, there is no coordinatietwben Indian Tax Laws and Accounting Standards.
To implement IFRS, it becomes mandatory to makeliamges in Indian Tax Laws.

v' The corporate sector has to ensure to make madilifisato suit the reporting requirements of IFRS.
The IT system should be redesigned as per the eguirements.

v IFRS focuses on fair value or true value to measheetransactions of financial statements. Truly
speaking it is very challengeable job to calcutheefair value and it is a hard task to the professs.

v As per the requirement of IFRS, it is necessamnginegotiate the contracts of Indian firms.

Conclusion: In the era of LPG accounting professionals and @mon decision makers are realizing the
fact that day-by-day reporting requirements, tiHferination are changing very quickly. Globalizatioas
laid down a way for all the countries to adoptragk set of accounting standards. More than 100tces
(including India) have recognized the policy of eergence with the IFRS. India has decided to athapt
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IFRS by April 2001.Therefore the knowledge of IFB&d their impact on financial sector specially in
banking sector should be assessed very carefullynifig, education and skill development is onéhef
cornerstones of a successful IFRS implementatidh.the stakeholders would need to develop and
understanding of IFRS provisions to varying degiaees what they need to do.
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