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Abstract

India’s transition toward globally comparable financial reporting gained momentum with the introduction of
Indian Accounting Standards (Ind AS), which are largely converged with International Financial Reporting
Standards (IFRS). This paper presents a comparative study of Ind AS and IFRS, focusing on conceptual
differences, key recognition/measurement areas, disclosure implications, and the overall impact on financial
reporting quality in India. The study adopts a doctrinal and analytical methodology using authoritative
standards, regulatory notifications, and prior empirical research on IFRS adoption outcomes. Findings indicate
that Ind AS adoption has improved transparency, expanded fair value measurement, strengthened disclosure
depth, and enhanced comparability for Indian corporates-particularly for groups accessing global capital.
However, challenges persist due to carve-outs, implementation complexity, system readiness, professional
judgment requirements, and India-specific regulatory and tax frictions. The paper concludes with practical
recommendations for companies, auditors, regulators, and educators to further strengthen Ind AS
implementation and reporting credibility.

Keywords: Ind AS, IFRS, financial reporting, convergence, fair value, comparability, India, disclosure,
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1. Introduction

Financial reporting standards play a decisive role in improving transparency, investor confidence, and capital
market efficiency. IFRS, developed by the International Accounting Standards Board (IASB), has been
adopted or permitted in many jurisdictions to promote global comparability of financial statements. India
pursued a convergence approach rather than full adoption, introducing Ind AS to meet domestic legal and
economic conditions while moving closer to IFRS-based reporting.

Ind AS applies primarily to specified classes of companies under the Companies Act framework and relevant
rules/notifications, with phased implementation based on net worth and listing status. Since Ind AS is “IFRS-
converged” rather than identical, differences may arise due to carve-outs, transition choices, and local
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regulatory requirements. These differences can affect reported profits, net assets, leverage ratios, segment
reporting, business combinations accounting, and financial instrument measurement.

Objectives of the Study

1. Tocompare the conceptual framework and key accounting areas of Ind AS and IFRS.

2. Toidentify major differences and typical carve-outs influencing Indian financial statements.

3. To evaluate the impact of Ind AS convergence on the quality and comparability of financial reporting
in India.

4. Todiscuss implementation challenges and propose recommendations for stakeholders.

Research Questions

e How closely does Ind AS converge with IFRS in major recognition, measurement, and disclosure
areas?

e What are the key differences that influence financial reporting outcomes in India?

e What has been the impact on transparency, comparability, and decision usefulness of financial
statements?

2. Background: Ind AS and IFRS in Context

2.1 IFRS Overview

IFRS are global accounting standards intended to ensure that financial statements provide high-quality,
transparent, and comparable information. IFRS are principle-based and rely significantly on professional
judgment, especially in areas such as fair value measurement, impairment testing, consolidation judgments,
and revenue recognition.

2.2 Ind AS Overview

Ind AS are issued in India through the relevant regulatory process and are based substantially on IFRS. India’s
approach is commonly described as “convergence,” meaning Ind AS aims to maintain broad consistency with
IFRS but allows differences to reflect local laws, economic conditions, and regulatory priorities.

2.3 Why Convergence Matters for India

e Indian corporates increasingly access international debt and equity markets.

e Investors demand comparability and enhanced disclosure.

o Cross-border mergers, acquisitions, and group reporting benefit from IFRS-like standards.
« Improved reporting quality can reduce information asymmetry and cost of capital.

3. Literature Review (Conceptual and Empirical Insights)

Prior literature broadly associates IFRS adoption with improved reporting quality and market outcomes,
though results vary by enforcement strength, institutional setting, and managerial incentives.

o Studies suggest IFRS adoption can increase comparability and transparency and may reduce cost of
capital where enforcement is strong (Daske et al., 2008).

e Improvements in accounting quality (e.g., less earnings management, more timely loss recognition)
have been documented in certain settings (Barth et al., 2008), but outcomes can be mixed depending on
local governance and enforcement (Ball, 2006; Soderstrom & Sun, 2007).
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e Adoption success depends on legal infrastructure, auditing quality, regulatory capacity, and corporate
incentives (La Porta et al., 1998; Nobes, 2013).

« For India, convergence aims to balance global comparability with domestic legal requirements, which
can create differences that matter for analysts comparing Indian firms with global peers.

Research gap addressed: This paper synthesizes major technical comparisons between Ind AS and IFRS and
links them directly to practical financial reporting impacts in India (measurement volatility, disclosures, KPIs,
consolidation outcomes, and stakeholder interpretation).

4. Research Methodology

This study uses a doctrinal (normative) and analytical research design:

e Primary sources: Ind AS texts as notified/issued, IFRS/IAS standards and related conceptual
materials, and regulatory guidance.

e Secondary sources: Academic research on IFRS adoption outcomes, professional publications, and
financial reporting analyses.

Scope

The paper focuses on high-impact reporting areas: business combinations, consolidation, revenue, leases,
financial instruments, fair value, impairment, and disclosures.

Limitation

This is a standards-based comparative study and does not perform firm-level statistical testing on Indian
companies’ financial statements. However, it integrates widely cited empirical findings relevant to IFRS-type
adoption.

5. Conceptual Comparison: Ind AS vs IFRS

5.1 Principles-Based Approach and Judgement

Both Ind AS and IFRS are principle-oriented compared to older, rule-heavy frameworks. This increases the
need for management judgment, especially in:

 identifying performance obligations (revenue),

e determining lease terms and incremental borrowing rates (leases),

« assessing significant influence/control (consolidation),

e estimating expected credit losses (financial instruments),

e impairment testing assumptions (cash-generating units, discount rates).

5.2 “Convergence” and Differences

Ind AS is broadly converged with IFRS but may differ because of:

e carve-outs (where Ind AS modifies an IFRS requirement),
e carve-ins (additional guidance/requirements),

e presentation/disclosure differences,

e transition options and India-specific legal constraints.
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6. Major Technical Areas: Comparative Analysis (Illustrative)

Table 1: High-Impact Areas (Ind AS vs IFRS) and Financial Reporting Effects

Ind AS

Area IFRS Position (Typical) (Typical)

5-step model, performance
obligations, variable Largely converged
consideration

Revenue (IFRS 15 /
Ind AS 115)

Lessee recognizes ROU

L IFRS 16 / | il
eases (IFRS 16 /Ind o Jease liability (most Largely converged

AS116) leases)
: : Classification, ECL
Financial Instrumentsim airment hedge Largely converged
(IFRS 9/ Ind AS 109) 'mPairment, ge Largely g
accounting
Fair Value (IFRS 13 /Fair  value hierarchy,
Converged

Ind AS 113) valuation techniques

variable

Consolidation Converged

10/ Ind AS 110)

(IFRS Control  model;
returns and power

} .. Acquisition
Business Combinations d

(IFRS3/Ind AS103) " purchase

Recoverable amount, CGU
testing, goodwill Converged
impairment

Impairment (IAS 36 /
Ind AS 36)

Provisions (IAS 37 /Present obligation, probable

Ind AS 37) outflow, best estimate Converged

Cash Flow (IAS 7 / Ind Classification choices with

expectations

Related Parties (IAS

24/ Ind AS 24) Extensive disclosure

Converged

Position

method; Ind AS may differ in
bargain purchase gain to treatment of bargain

Likely Impact in India

Better timing accuracy; more

disclosures; possible revenue
pattern changes

Higher assets & liabilities;
EBITDA increases; leverage

ratios change

Volatility in P&L/OCI; earlier
credit loss recognition; stronger
risk disclosures

Increased valuation work; higher
disclosure; sensitivity analysis
focus

More group entities consolidated
in some cases; changes in NCI
and ratios

Profit impact differs; equity/OCI
presentation may vary

Increased impairment testing
rigor; sensitivity and assumptions
become critical

Better recognition discipline;
enhanced disclosure of
uncertainties

Similar with certain Improved comparability inside

India; analysts watch
classification policy choices

Higher transparency; governance
scrutiny increases

Note: Ind AS is largely converged with IFRS in many areas, but select differences (carve-outs) can lead to
meaningful changes in profit, equity, and key ratios for comparability with pure IFRS reporters.

IJCRT2601219 ‘ International Journal of Creative Research Thoughts (IJCRT) www.ijcrt.org ‘ b851


http://www.ijcrt.org/

www.ijcrt.org © 2026 IJCRT | Volume 14, Issue 1 January 2026 | ISSN: 2320-2882

Figures
Figure 1: lllustrative Improvement in Reporting Quality After Ind AS
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Figure 2: Illustrative Change in EBITDA under Ind AS

lllustrative Change in EBITDA under Ind AS
18
/
17 /
16 /

/

14 1 sl

-

12 *

EBITDA Index

10 4

10 15 20 25 30 35 4.0
Years

7. Impact of Ind AS-IFRS Convergence on Financial Reporting in India

7.1 Improved Transparency and Disclosure Depth

Ind AS substantially expanded disclosure requirements (judgments, estimates, sensitivity, fair value hierarchy,
risk exposures). This benefits:

 institutional investors,
e lenders and credit rating agencies,
o analysts who model cash flows and risk.
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7.2 Enhanced Comparability (Domestic and Cross-Border)

e Within India, Ind AS creates more consistent reporting among large corporates.
e Internationally, IFRS-like reporting increases comparability with global peers, helping cross-border
investors interpret performance and risk.

7.3 Greater Use of Fair Value and Measurement Volatility

A key shift under IFRS-type standards is wider fair value measurement and more rigorous impairment testing.
This may:

e increase earnings volatility (especially for financial instruments and certain fair value changes),
e improve relevance for decision-making,
e require better valuation governance and documentation.

7.4 Changes in Key Performance Metrics

Ind AS affects widely tracked KPIs, for example:

« EBITDA (often higher under lease capitalization models),

o Debt/Equity and leverage (lease liabilities recognized),

e ROCE/ROA (asset base increases),

e profit timing (revenue recognition judgments, business combination accounting).
These changes require careful stakeholder communication, especially to banks and investors.

7.5 Strengthened Group Reporting and Consolidation Discipline

Control-based consolidation can bring more structured entities and subsidiaries ‘onto the balance sheet,
improving a realistic view of group obligations and returns.

7.6 Improved Investor Confidence (Conditional on Enforcement)

Global research shows that the benefits of IFRS-type standards increase when enforcement, governance, and
audit quality are strong (Ball, 2006; Soderstrom & Sun, 2007). India’s outcomes therefore depend heavily on
consistent regulatory oversight, audit rigor, and corporate governance.

8. Implementation Challenges in India

8.1 Complexity and Professional Judgement

Ind AS requires sophisticated judgment in:

o expected credit loss models,

 valuation (Level 2/Level 3 fair values),
 identifying control and significant influence,
e impairment assumptions.
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8.2 Systems, Data, and Internal Controls

Firms often need:
e upgraded ERP/accounting systems,
« improved data capture for disclosures,
 stronger internal controls over financial reporting.

8.3 Tax and Regulatory Frictions

Financial reporting outcomes under Ind AS may not always align with tax rules, potentially creating deferred
tax complexity and reconciliation burdens.

8.4 Training and Capacity Constraints

Successful implementation demands ongoing training for:
o finance teams,
e auditors,

e audit committees and boards,
e regulators.

9. Recommendations

For Companies

« Build a formal accounting policy governance framework (policy papers, review committees).
e Strengthen valuation controls and documentation for fair value and impairment models.
o Communicate KPI impacts clearly to lenders and investors (lease effects, ECL impacts, etc.).

For Auditors

e Increase focus on key audit matters tied to Ind AS judgments (ECL, impairment, revenue).
e Encourage stronger audit evidence around valuations and management assumptions.

For Regulators and Standard Setters
e Reduce avoidable divergence where feasible to improve global comparability.
e Issue targeted implementation guidance on complex areas (financial instruments, consolidation, fair

value).

For Academia and Professional Bodies

e Expand practical Ind AS/IFRS curriculum with case-based learning.
e Encourage research using Indian firm data to test post-Ind AS outcomes.
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10. Conclusion

Ind AS has significantly transformed financial reporting in India by bringing reporting practices closer to
IFRS-style principles, measurement methods, and disclosure expectations. The overall effect has been
improved transparency, stronger comparability, and enhanced decision usefulness-especially for large listed
companies and groups with global stakeholders. However, the full benefits depend on high-quality
implementation, strong enforcement, robust corporate governance, and continued capacity building. As India’s
capital markets deepen and globalization increases, sustained refinement of Ind AS guidance and consistent
application will remain critical for credibility and investor confidence.
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