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Introduction

IFRS - Global Context

IFRS - Indian Context

Convergence with IFRS has gained momentum in recent years all over the World. 110+ countries including 

European Union, Australia, China, New Zealand, and Russia currently require or permit the use of IFRS. Apart from 

India, countries like Japan, Sri Lanka, Canada and Korea have also committed to adopt IFRS from 2011. United States 

of America has announced its intention to adopt IFRS from 2014 and it also permits foreign private filers in the

U.S. Stock Exchanges to file IFRS complied Financial Statement, without requiring the presentation of

reconciliation statement. 

In this scenario of globalisation, India cannot insulate itself from the developments taking place worldwide. In India, 

so far as the ICAI is concerned, its aim has always been to comply with the IFRS to the extent possible with the 

objective to formulate sound financial reporting standards. The ICAI, being a member of the International Federation 

of Accountants (IFAC), considers the IFRS and tries to integrate them, to the extent possible, in the light of the laws, 

customs, practices and business environment prevailing in India. The Preface to the Statements of Accounting 

Standards, issued by the ICAI, categorically recognises the same. Now, as the world globalizes, it has become 

imperative for India also to make a formal strategy for convergence with IFRS with the objective to harmonize with 

globally accepted accounting standards.

In the present era of globalization and liberalization, the World has become an economic village. The globalization of 

the business world and the attendant structures and the regulations, which support it, as well as the development of 

e-commerce make it imperative to have a single globally accepted financial reporting system. A number of multi-

national companies are establishing their businesses in various countries with emerging economies and vice versa. 

The entities in emerging economies are increasingly accessing the global markets to fulfill their capital needs by 

getting their securities listed on the stock exchanges outside their country. Capital markets are, thus, becoming 

integrated consistent with this World-wide trend.

The use of different accounting frameworks in different countries, which require inconsistent treatment and 

presentation of the same underlying economic transactions, creates confusion for users of financial statements. This 

confusion leads to inefficiency in capital markets across the world. Therefore, increasing complexity of business 

transactions and globalization of capital markets call for a single set of high quality accounting standards. High 

standards of financial reporting underpin the trust investors place in financial and non-financial information. Thus, 

the case for a single set of globally accepted accounting standards has prompted many countries to pursue 

convergence of national accounting standards with IFRS.

The paradigm shift in the economic environment in India during last few years has led to increasing attention being 

devoted to accounting standards as a means towards ensuring potent and transparent financial reporting by any 

corporate. 

ICAI, being a premier accounting body in the country, took upon itself the leadership role by establishing ASB, more 

than twenty five years back, to fall in line with the international and national expectations. Today, accounting 

standards issued by the Institute have come a long way.

The ICAI as the accounting standard - setting body in the country has always made efforts to formulate high quality 

Accounting Standards and has been successful in doing so. Indian Accounting Standards have withstood the test of 

time. As the world continues to globalize, discussion on convergence of national accounting standards with 

International Financial Reporting Standards (IFRS) has increased significantly.



At present, the ASB of ICAI formulates the AS based on IFRS. However, these standards remain sensitive to local 

conditions, including the legal and economic environment. Accordingly, AS issued by ICAI depart from 

corresponding IFRS in order to ensure consistency with legal, regulatory and economic environment of India.

Formation of IFRS Task Force by the Council of ICAI

Recommendation of the IFRS Task Force submitted to the Council

Full adoption of IFRS from accounting period commencing on or after 1 April 2011

Proposed to be applicable to listed entities and public interest entities such as banks, insurance companies and 

large sized entities

Involvement of various regulators (MCA, RBI, IRDA, Tax authorities and SEBI)

Draft Schedule VI and Accounting Standard 1 (Exposure Draft) consistent with IFRSs

Convergence Strategy presented by Technical Directorate of ICAI on 02.02.2009:

– ICAI has begun the process of issuing IFRS equivalent AS with following proposed changes:

1. Removal of alternative treatments 

2. Additional disclosures, where required

3. AS number will continue but IFRS number will be given in parenthesis

4. IFRICs will be issued as appendices

– ICAI has constituted a Group in liaison with government & regulatory authorities and this group has

constituted separate core groups to identify inconsistencies between IFRS and various relevant acts.

An entity:

i Whose equity or debt securities are listed or are in the process of listing on any stock exchange, whether in India or 

outside India; or

ii Which is a bank (including a cooperative bank), financial institution, a mutual fund, or an insurance entity; or

iii Whose turnover (excluding other income) exceeds rupees one hundred crore in the immediately preceding 

accounting year; or

iv Which has public deposits and/or borrowings from banks and financial institutions in excess of rupees twenty five 

crore at any time during the immediately preceding accounting year; or

v Which is a holding or a subsidiary of an entity which is covered in (i) to (iv) above

The forces of globalisation prompt more and more countries to open their doors to foreign investment and as 

businesses expand across borders the need arises to recognise the benefits of having commonly accepted and 

understood financial reporting standards. Following are some of the benefits of adopting IFRS - 

Improved access to international capital markets

Lower cost of capital

Benchmarking with global peers

Enhanced brand value

Avoidance of multiple reporting

Reflecting true value of acquisitions

Transparency in reporting

As the world continues to globalize, discussion on convergence of Indian GAAP with IFRS has increased significantly. 

A few developments are set forth hereunder -
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Proposed definition of Public Interest Entity

Benefits of adopting IFRS
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Challenges in adopting IFRS
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Key Divergences

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•

Regulatory endorsement and acceptance

Shortage of skilled resources

Huge cost of enhancement of IT systems

Acceptance by tax authorities

Managing market expectations and investor relationships

Managing day to day business issues – MIS, tax planning, performance indicators, mergers and acquisitions, etc. 

The key divergences between Indian GAAP and IFRS have arisen due to:

Conceptual differences

Legal and regulatory requirements

Present economic conditions

Level of preparedness

The divergences are both in terms of accounting treatment as well as disclosures in the financial statements. Some of 

the divergences between Indian GAAP and IFRS are summarized as under:

Special Purpose Entities (SPE) falling under the definition of ‘control’ as per IAS 27 on “Consolidated and Separate 

Financial Statements” shall be consolidated

‘Potential Voting Rights’ that are currently exercisable or convertible shall be considered to assess the existence 

of ‘control’

All business combinations shall be accounted as per purchase method at fair values

Contingent liabilities, taken over in a business combination, shall be included in Net Assets, measured at fair 

value, if contingencies have since been resolved, a reliable estimate can be made and payment is probable

Negative goodwill arising on business combinations / consolidation shall be accounted as income instead of 

capital reserve

Goodwill shall not be amortised. It shall only be tested for impairment

PP&E and Intangible assets shall be measured either at cost or at revalued amount. Periodical valuation of entire 

classes of assets is required when revaluation option is chosen

Intangible assets can be revalued only when there is an active market for the same

Depreciation on revalued portion cannot be recouped out of revaluation reserve

Depreciation to be calculated based on useful life, which along with residual value and depreciation method shall 

be reviewed annually

Intangible assets may have an indefinite life e.g. Trademarks, Goodwill, Franchise

Investment property, i.e. land or building held to earn rentals or for capital appreciation, shall be measured either 

at cost or fair value

If fair value model is adopted, changes in fair value, measured annually, shall be recognised in the income 

statement

No distinction shall be made between integral and non-integral foreign operations.  All foreign operations to be 

consolidated using non-integral approach

Exchange differences shall not be capitalised except to the extent of that allowed by IAS 23 Borrowing Costs

Share Based Payments shall be measured at fair value

Deferred tax shall be created on temporary difference instead of timing differences

Liability portion of compound financial instruments, such as convertible debentures, shall be separately 

accounted for
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Transition to IFRS – Things to remember

Financial assets and liabilities shall be classified and measured accordingly as per the requirements of IAS 39 

Financial Instruments: Recognition and Measurement

All derivative financial assets and liabilities including embedded derivatives shall be accounted for as on the 

balance sheet items

Derivatives classified as ‘hedge’ shall have to comply with various requirements of IAS 39 viz. documentation, 

hedge effectiveness testing and ineffectiveness measurement

Derecognition of  financial assets, as in the case of securitization, shall be based on risks and rewards, transfer of 

‘control’ being a secondary test

Provisions shall be created only to the extent they relate to a specified risk that can be measured reliably and for 

incurred losses. No provisions are permitted for future or expected losses i.e. general provisions

Interest income / expense on financial assets and liabilities, such as loans, shall be recorded on an effective 

interest rate basis after considering associated income and expenses e.g. agency commission, loan processing 

fees, etc.

Prior period errors shall be adjusted in the opening balances of assets, liabilities and equity of the earliest period 

presented i.e. the figures relating to prior years are restated

First year of reporting: Accounting period commencing on or after 1 April 2011 (Normally 1 April 2011 – 31

March 2012)

Date of adoption: The first day of the first reporting financial year (1 April 2011) 

Date of reporting: The last day of the first reporting financial year (31 March 2012)

Comparative year: Immediately preceding previous year (1 April 2010 – 31 March 2011)

Date of transition: The beginning of the earliest period for which an entity presents full comparative information

(1 April 2010)

First time adoption of IFRS on the date of reporting envisages-

1. Restatement of opening balances as at 1 April 2010 

2. Presentation of comparative financial statements for the year 2010-11

3. Preparation and presentation of financial statements for the first year of reporting 2011-12

4. Explicit and unreserved statement of compliance with IFRS 

All the above statements (as stated in 1 to 3 above) have to be drawn as per the IFRS in force on the date of reporting.

Date of transaction Reporting date

= IFRS opening balance sheet

Comparative period First IFRS financial statements

April 1, 2010 March 31, 2011 March 31, 2012
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BDO Haribhakti -
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BDO International -

  It is the Indian Member Firm of BDO International, the world's fifth largest accountancy network 

with more than 1095 offices in over 110 countries. BDO Haribhakti assures complete commitment and quality 

business solutions.

We strive to develop and deserve our client's trust through an industry practice that is both dedicated to our client’s 
needs and driven by expertise. BDO Haribhakti has developed and sustained client relationships for over 5 decades. 
We offer a wide array of over 90 services to clients across both the country and the sector.

Our comprehensive service delivery covers all the requirements of a modern-day business with respect to 
governance. We have a Pan-India network with a strong presence in all major business centres. We define ourselves by 
certain core values that drive all that we do: 

Sincerity and Integrity

 Accountability 

 Building strong & sustainable relationships

 Mutual support 

 The BDO story begins in 1963. Accounting firms from the UK, Netherlands, Germany, US and 

Canada saw the opportunity to combine and thus expand their knowledge base and relative strength. The resulting 

Binder Seidman International Group worked together as a network of firms until 1973, when the common name of 

Binder Dijker Otte & Co was adopted. In 1988, a world wide structure was formed and to ensure that local strength 

retained its prevalence as one of the network’s underlying goals, the acronym of BDO was agreed upon, placed before 

each local Member Firm’s name. At the same time, a logo and corporate identity was created that promoted 

consistency throughout the network. Since then, the BDO network has undergone a transformation that now sees a 

combined workforce of more than 44,000 people continues to promote and extend the values and objectives 

foreseen from the outset. BDO is known for client rapport and partner accessibility, for extensive local knowledge 

combined with a global outlook, and for partners and staff who are challenging, ethical and practical in their 

approach and advice to clients. The organization's growth has continued year on year and the international network 

continues to serve BDO and its clients well in changing economic and market conditions. BDO has weathered the 

accountancy scandals around the world and embraced the new regime of Sarbanes-Oxley. BDO Member Firms use a 

best practice approach to methodology and international collaboration and this, along with an unchallenged 

knowledge and understanding at a local level, makes them able to do this in a manner which preserves both our 

reputation and our transparency to the market. 



Ahmedabad
511-512,Span Trade Center, Opp. Kocharab 
Ashram, Paldi, Ahmedabad- 380007.
Tel: +91 (79) 2657 8900
Fax: +91 (79) 2658 1906

Ajmer
Hanuman Market, Agra Gate, Ajmer.
Tel: +91 (145) 2426 744/5100 869
Fax: +91 (145) 5100 882

Bengaluru (Bangalore)
No. 45, First Floor, 2nd Main, Sankey Road 
(Above Indian Bank) Lower Palace 
Orchards, Bangalore-560003.
Tel: +91 (80) 6454 2545/6454 2546
Fax: + 91 (80) 6454 2547

Chennai
Aishwarya, 12B/177 Kumaran Colony, 6th 
Street, Vadapalani, Chennai, Tamil Nadu-
600026.
Tel: +91 (44) 4204 8335
Tel: +91 (44) 4204 8235

Jaipur

Manish Mansion, Plot No.247, 
Frontier Colony, Adarsh Nagar,
Raja Park, Jaipur-03
Tel: +91 (141) 2604 743

Hyderabad
Room No. 417 & 418, 4th Floor, Model 
House, Dwarkapuri Colony, Panjagutta, 
Hyderabad-500082.
Tel: +91 (40) 3062 1888
Fax: +91 (40) 6662 0277

Head Office
42, Free Press House, 215, Nariman Point, Mumbai-400021
Tel: +91 (22) 66391101-04 Fax: + 91 (22) 22856237

Contact Us

Kolkata (Calcutta)
Geetanjali Apartments, Flat No. 6A, 6th 
Floor, 8B, Middleton Street, Suite 7G, 
Kolkata-700071.
Tel: +91 (33) 2229 8936/2229 6758
Fax: + 91 (33) 2226 4140

Mumbai (Bombay)
Plot No.56, Road No.17, MIDC Marol, 
Andheri (E), Mumbai-400093.
Tel: +91 (22) 6672 9999
Fax: +91 (40) 6672 9777

New Delhi
3rd Floor, 52-B, Okhla Industrial Area, 
Phase III, New Delhi-110020.
Tel: +91 (11) 4711 9999
Fax: + 91 (11) 4711 9998

Pune
‘Samanvaya’, C.T.S No. 425/36
Tilak Vidyapeeth Colony,
Gultekdi, Pune-411037
Telefax: + 91 (20) 2426 2372/2426 2543

Vadodara (Baroda)
301, 302, 303, 3rd Floor, Vidhi Complex, 
Opp. BPC, 68 Sampatrao Colony, Alkapuri, 
Vadodara-390005.
Tel: +91 (265) 6455 152-3
Fax: + 91 (265) 2343 233

Disclaimer: With respect to information available herein, BDO Haribhakti Consulting Private Limited does not make 

any warranty, express or implied, including the warranty of merchantability and fitness for a particular purpose, or 

assume any liability or responsibility for the accuracy, completeness or usefulness of such information.

You acknowledge and agree that all proprietary rights in the information received shall remain the property of BDO 
Haribhakti Consulting Private Limited. Reproduction, redistribution and transmission of any information contained 
herein is strictly prohibited.  BDO Haribhakti Consulting Private Limited shall not be liable for any claims or losses of 
any nature, arising indirectly or directly from use of the data or material or otherwise howsoever arising.




