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Abstract

Financial reporting, at its core, is about trust. It’s how businesses communicate to the outside world whether
they are doing well, struggling, or somewhere in between. As global capital markets have grown
increasingly interconnected, the ability of investors, analysts, and lenders to meaningfully compare
companies across borders has become both more important and more complicated.

This research project takes a broad look at the global landscape of financial reporting standards from the
International Financial Reporting Standards (IFRS) and US Generally Accepted Accounting Principles
(GAAP) to regional variants like UK GAAP and Chinese Accounting Standards. It traces the long and
sometimes difficult journey toward international harmonization, examines where major standards diverge,
and explores what those differences mean in practice for financial statement users.

A significant part of the project is dedicated to Indian Accounting Standards (Ind AS) India’s own version
of IFRS, developed through a convergence process led by the Ministry of Corporate Affairs (MCA) and the
Institute of Chartered Accountants of India (ICAI). The research explores the story behind Ind AS, what
makes it different from both old Indian GAAP and full IFRS, and why it matters so much for India’s
economic future.

To complement the theoretical and comparative analysis, this project incorporates primary empirical data
collected through a structured Google Form survey of 120 respondents a mix of finance students, chartered
accountants, corporate finance professionals, investment analysts, and bankers. The survey findings provide
a grounded, user-level view of how Ind AS is actually being experienced in practice.

Keywords: Financial Reporting, IFRS, US GAAP, Ind AS, Indian Accounting Standards, Financial
Statements, Convergence, IASB, FASB, ICAI, Transparency, Corporate Governance, Global Standards,
Primary Survey.
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Chapter 1: Introduction

1.1 Background of the Study

Financial reporting is, in many ways, the language through which businesses speak to the world. When a
company files its annual report, it is not just complying with a regulatory obligation it is communicating to
investors, creditors, customers, and regulators about its financial health, its strategic priorities, and the risks
it faces. The quality and reliability of that communication determines, in large part, how much trust markets
place in that company.

For much of the twentieth century, companies in different countries spoke quite different versions of this
language. An Indian company and a German company might report the same underlying business in
dramatically different ways not because their operations were different, but because the accounting rules
they followed were different. A company reporting under US GAAP could show a significantly different
profit figure than the same company would under IFRS, purely because of accounting policy differences.
For investors trying to compare companies across borders, this was genuinely costly and confusing.

This problem became harder to ignore as globalization accelerated from the 1980s onwards. Multinationals
raised capital across borders. Pension funds built internationally diversified portfolios. Foreign direct
investment flowed in volumes that earlier generations of investors could not have imagined. The cost of
navigating incompatible accounting standards grew from a minor inconvenience into a real barrier to
efficient capital allocation.

The response, over time, was the convergence movement. The International Accounting Standards
Committee (IASC) was formed in 1973, restructured into the International Accounting Standards Board
(IASB) in 2001, and set about developing IFRS as a single global standard. Today, over 140 jurisdictions
use IFRS in some form. But full harmonization has remained elusive the United States continues with its
own US GAAP, China retains material differences in its standards, and even among IFRS adopters, national
carve-outs and enforcement variations create real differences in how standards are applied in practice.

India’s story within this global narrative is particularly interesting. For decades, Indian companies reported
under Indian GAAP a framework developed by the ICAI that was broadly sensible but had significant gaps
compared to international standards, especially in areas like financial instruments, fair value, and off-
balance-sheet items. As Indian companies went global, listed on international exchanges, and attracted
foreign investment, the gaps became increasingly visible and problematic.

The response was Ind AS Indian Accounting Standards converged with IFRS whose phased implementation
began in 2016. This research project tells that story, examines what Ind AS means in practice, and uses
primary survey evidence to understand how financial statement users are actually experiencing the
transition.

1.2 Statement of the Problem

Despite decades of convergence efforts, there is still no single universally accepted financial reporting
standard. This creates real costs for investors, analysts, and multinational corporations trying to make cross-
border comparisons. Within India, the shift from Indian GAAP to Ind AS has been technically demanding
requiring companies to significantly upgrade their systems, valuations, and accounting expertise.

Perhaps more importantly, there is limited empirical evidence on how actual users of Indian financial
statements the analysts, bankers, investors, and finance professionals who rely on these reports every day
are experiencing Ind AS in practice. Do they find it more useful? More confusing? Are specific standards
causing particular challenges? This research addresses that question directly through its primary survey.




1.3 Objectives of the Study

Primary Objective:

* To conduct a comprehensive analysis of global financial reporting standards and evaluate the
significance of Ind AS in India’s economic context, supported by primary empirical survey
evidence.

* To trace the historical evolution of financial reporting standards globally and in India.

* To compare major global frameworks: IFRS, US GAAP, UK GAAP, and Chinese Accounting
Standards.

* To explain key Ind AS standards and compare them with Indian GAAP and full IFRS.

* To examine the practical impact and challenges of Ind AS adoption in India.

* To conduct and analyze a primary survey of 120 respondents on their Ind AS experiences.
*  To recommend measures for improving financial reporting quality going forward.

1.4 Significance of the Study

*  For Students and Academics: Provides a consolidated, practical overview of global accounting
standards with empirical evidence grounding the theoretical discussion.

*  For Practicing Accountants and Auditors: Helps understand the real-world implementation
challenges and user perceptions of Ind AS.

* For Investors and Analysts: Enhances understanding of how standard changes impact financial
statement analysis and decision-making.

* For Regulators and Policy Makers: Highlights specific areas where users find Ind AS disclosures
inadequate or confusing, pointing toward targeted improvements.

1.5 Scope and Limitations

Scope: This study covers major global financial reporting frameworks, the full body of Indian Accounting
Standards, their comparison with other standards, real-world impact evidence, and primary survey data
from 120 respondents.

Limitations:
»  The survey sample of 120 respondents, while diverse, may not fully represent all user groups or
geographies.
*  Accounting standards are dynamic and subject to amendment; some details may have changed
after the research cut-off date.

*  The online survey format limited participation to English-proficient respondents with internet
access.

1.6 Research Methodology

This research combines descriptive, and empirical approaches. The secondary research draws on
publications from IASB, FASB, ICAI, MCA, SEBI, and RBI, alongside academic journals, textbooks,
annual reports, and regulatory documents. The primary research component is a structured Google Form
survey 120 valid responses collected over three weeks from finance students, chartered accountants,
corporate finance professionals, analysts, and bankers.

Survey data was analyzed using frequency distributions, percentage analysis, and mean scores. Qualitative
analysis used comparative frameworks and case study methodology. All data visualizations (charts) were
prepared based on survey findings.




Chapter 2: Review of Literature

2.1 Global Financial Reporting and Convergence

The academic literature on financial reporting standards is extensive and spans several decades. Some key
works deserve particular attention here.

Nobes and Parker (2016), in their widely-referenced work on comparative international accounting, provide
a nuanced account of why accounting differences persist across countries despite convergence pressures.
They point to the continuing influence of national culture, legal systems, financing structures, and tax
frameworks on how standards are actually applied in practice even when the written rules look the same on
paper.

Barth, Landsman, and Lang (2008) conducted one of the most rigorous empirical studies on whether IFRS
actually improves accounting quality. Using data from firms applying International Accounting Standards
relative to those following domestic GAAP, they found meaningful evidence of less earnings smoothing,

more timely loss recognition, and greater value relevance under IFRS/IAS. This remains a landmark study
in the field.

Daske, Hail, Leuz, and Verdi (2008) examined the economic consequences of mandatory IFRS adoption
across multiple countries and found increases in market liquidity and firm valuation, along with decreases
in cost of capital though primarily in countries with strong legal enforcement and institutional quality. This
finding that the quality of institutional infrastructure matters as much as the quality of the standard itself is
directly relevant to understanding Ind AS implementation in India.

2.2 India-Specific Research on Ind AS

Patel and Bhattacharyya (2018) examined the balance sheet and income statement impacts of Ind AS
transition across a sample of listed Indian companies, finding particularly significant changes in equity and
reported profit for real estate, airline, and banking sector firms. Their work is a useful reminder that Ind AS
is not just an abstract compliance exercise it changes reported numbers in material ways.

Singh (2017) provides a thoughtful assessment of the Indian convergence process, noting that while the Ind
AS framework is largely well-designed, the carve-outs retained from full IFRS particularly on foreign
currency borrowings and dividend recognition limit the degree of genuine equivalence with international
standards. He recommends a progressive reduction of these carve-outs over time.

Gupta and Narayanaswamy (2019) looked at accounting quality under Ind AS using data from listed Indian
companies and found improvements in earnings quality though primarily for larger companies with stronger
corporate governance frameworks. This heterogeneity in implementation quality is an important finding
that the present research also seeks to explore through its survey.

2.3 User Perceptions of Financial Statements

The user-experience dimension of financial reporting is, perhaps surprisingly, less studied than the preparer-
side analysis. Most existing literature focuses on whether Ind AS changes financial statement numbers,
rather than on whether users actually find the resulting statements more useful. International bodies like the
ACCA and ICAI have conducted informal surveys suggesting that while Ind AS statements are perceived
as more comprehensive, the added volume and complexity of disclosures creates genuine challenges for
users.

This gap directly motivates the primary survey component of this research which focuses specifically on
gathering empirical evidence from actual users about their experiences with Ind AS financial statements.

2.4 Summary

The literature consistently points to a positive relationship between IFRS-convergence and financial
reporting quality, capital market integration, and investor confidence. However, the strength of these effects
depends heavily on institutional quality and enforcement. Within India, the evidence on Ind AS is broadly
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positive but highlights the importance of company size, governance quality, and user education. The present
research contributes original primary evidence on user perceptions an area that remains underexplored in
the Indian context.




Chapter 3: Global Financial Reporting Standards

3.1 Overview and Need for Standards

Without financial reporting standards, every company would essentially make up its own accounting
policies. The income statement of Company A would reflect entirely different judgments and conventions
than Company B, even if they were in the same industry doing the same things. For investors trying to
allocate capital efficiently, this would be chaotic. Standards exist precisely to prevent this they create a
common language within which companies communicate their financial position.

The post-World War II era of rapid globalization made this need for common language increasingly urgent.
As multinationals raised capital across borders and portfolio investors diversified internationally, the cost
of navigating different national accounting languages grew from an inconvenience into a genuine market
friction.

3.2 International Financial Reporting Standards (IFRS)

IFRS are developed and maintained by the International Accounting Standards Board (IASB),
headquartered in London. As of 2024, IFRS has been adopted or permitted in over 140 jurisdictions,
including the entire European Union, Australia, Canada, Japan, and India through the Ind AS convergence
pathway. IFRS is principles-based, emphasising economic substance over legal form and fair value
measurement over historical cost wherever reliability permits.

IFRS 9 Financial Instruments Classification, measurement, ECL impairment
model

IFRS 15 Revenue from Contracts Five-step revenue recognition model

IFRS 16 Leases On-balance-sheet recognition for lessees

IFRS 17 Insurance Contracts Comprehensive insurance accounting framework

IAS 36 Impairment of Assets Cash-generating unit impairment testing

Table: Key IFRS Standards Overview

3.3 US Generally Accepted Accounting Principles (US GAAP)

US GAAP is developed by the Financial Accounting Standards Board (FASB), with the SEC retaining
ultimate authority over reporting requirements for listed US companies. Unlike IFRS, US GAAP is rules-
based providing detailed, prescriptive guidance for specific transactions. This reduces the scope for
interpretation but also creates incentives to structure transactions to achieve desired accounting outcomes.
Some key differences from IFRS include the permissibility of LIFO inventory costing under US GAAP
(prohibited under IFRS), and the mandatory expensing of development costs (which may be capitalised
under IFRS when specific criteria are met).

3.4 UK GAAP and Post-Brexit Framework

Following Brexit, the United Kingdom has maintained its own accounting framework. FRS 102 governs
most entities, while FRS 101 provides a reduced-disclosure option for qualifying entities that use IFRS as
a basis. UK GAAP is closely aligned with IFRS but retains some UK-specific requirements and carve-outs.
Given that many Indian finance professionals have historical ties to UK professional qualifications (ACCA,
CIMA), understanding UK GAAP’s relationship with IFRS is practically useful.




3.5 Chinese Accounting Standards (CAS)

China’s accounting standards, developed by the Chinese Accounting Standards Committee, are
substantially converged with IFRS but retain material exceptions particularly for state-owned enterprises,
related party transactions, and financial instruments. Given China’s position as the world’s second-largest
economy and India’s growing economic relationship with Chinese markets, the CAS-IFRS gap remains a

relevant consideration for Indian multinational analysts.

3.6 Comparative Analysis: IFRS vs US GAAP vs Ind AS

Framework

Inventory (LIFO)
Development Costs
Investment Property

Goodwill

Lease Accounting

Revenue Recognition

Principles-based

Not allowed
Capitalise if criteria met
Cost or Fair Value model

No amortisation; annual
impairment test

On-balance-sheet (IFRS
16)

Five-step model (IFRS 15)

Rules-based

Allowed
Expense all R&D
Cost model only

No amortisation; annual
impairment test

On-balance-sheet (ASC
842)

Five-step model (ASC
606)

Table 3: Comparison — IFRS vs US GAAP vs Ind AS

Principles-based (IFRS-
converged)

Not allowed
Capitalise if criteria met
Cost or Fair Value model

No amortisation; annual
impairment test

On-balance-sheet (Ind AS
116)

Five-step model (Ind AS
115)




Chapter 4: Indian Accounting Standards (Ind AS)

4.1 Historical Background of Indian Accounting

India’s accounting history stretches back well before independence. Under British rule, the Companies Act
requirements broadly reflected UK GAAP conventions. Post-independence, the Institute of Chartered
Accountants of India (ICAI), established in 1949, began developing its own Accounting Standards from the
late 1970s onwards. These standards what we now call ‘old Indian GAAP’ were reasonably well-designed
for the relatively closed Indian economy of that era but had significant gaps compared to evolving
international standards, particularly in areas like financial instruments, fair value measurement, and off-
balance-sheet financing.

As India liberalised its economy from 1991 onwards, Indian companies began expanding internationally,
listing on foreign stock exchanges, and attracting foreign institutional investment at scale. The limitations
of old Indian GAAP became more visible and more costly with each passing year.

4.2 Journey from Indian GAAP to Ind AS

The formal convergence journey began with ICAI’s 2007 announcement of a roadmap toward IFRS. After
extensive consultations with industry, regulators, and the government, the Ministry of Corporate Affairs
notified the Companies (Indian Accounting Standards) Rules, 2015, establishing Ind AS as the new
mandatory framework for specified categories of companies. Implementation was phased over several
years:

Phase 1 Companies with Net Worth > Rs 500 crore (listed & unlisted) 1 April 2016
+ all listed companies with Net Worth > Rs 250 crore

Phase 2 All listed companies and unlisted companies with Net Worth > 1 April 2017
Rs 250 crore not covered in Phase 1
Phase 3 Non-banking financial companies (NBFCs) with Net Worth> 1 April 2018
Rs 500 crore
Phase 4 NBFCs with Net Worth > Rs 250 crore and listed NBFCs 1 April 2019
Banks & Scheduled commercial banks and insurance companies Separate timeline (ongoing)
Insurance

Table 4: Phased Implementation of Ind AS in India




4.3 Key Ind AS Standards Explained

Ind AS 109: Financial Instruments

Ind AS 109 replaced AS 13 and aligns with IFRS 9. It introduced a comprehensive framework for
classification, measurement, and impairment of financial instruments. The most significant change is the
Expected Credit Loss (ECL) model for impairment which requires companies to estimate credit losses based
on forward-looking information rather than waiting for an actual loss event to occur. For banking-sector
companies in particular, this was a fundamental shift in how provisions are calculated.

Ind AS 115: Revenue from Contracts with Customers

Ind AS 115 replaced two older standards with a unified five-step model: identify the contract, identify
performance obligations, determine the transaction price, allocate it to obligations, and recognise revenue
when (or as) each obligation is satisfied. The practical impact has been significant in real estate, IT services,
telecom, and infrastructure sectors where revenue recognition timing was previously handled inconsistently.

Ind AS 116: Leases

Ind AS 116 requires lessees to recognise a Right-of-Use (ROU) asset and corresponding lease liability for
virtually all leases, eliminating the old operating vs. finance lease distinction. Companies that previously
kept operating lease obligations completely off-balance-sheet now have to bring them on. The impact has
been most dramatic in airlines, retail chains, logistics companies, and telecom operators sectors with large
portfolios of leased assets.

Ind AS 19: Employee Benefits

Ind AS 19 requires full recognition of defined benefit obligations using actuarial valuation, with immediate
recognition of actuarial gains and losses in Other Comprehensive Income (OCI) rather than through the
corridor approach permitted by old Indian GAAP. This significantly improves the transparency of pension
and gratuity obligations, which were previously easy for companies to smooth over time.




4.4 Key Differences: Ind AS vs Indian GAAP

Area ‘ Indian GAAP (Old AS) Ind AS
Financial Instruments AS 13 — cost-based for most Ind AS 109 — comprehensive, fair value
investments based
Revenue Recognition AS 9 — accrual basis; separate Ind AS 115 — unified five-step model

construction guidance

Lease Classification Operating vs Finance lease for Single on-balance-sheet model (Ind AS
lessee 116)

Employee Benefits Corridor approach for actuarial Full recognition in OCI; no corridor
gains/losses allowed

Business Combinations Pooling of interests permitted in Acquisition method only (Ind AS 103)
some cases

Goodwill Amortised over useful life Not amortised; annual impairment test

Investment Property Classified within PP&E at cost Separate standard (Ind AS 40); fair value

option

oCI Not a concept Comprehensive OCI section

Statement of Changes in Not separately required Mandatory statement

Equity

Table 6: Ind AS vs Indian GAAP — Major Differences(ICAI)

4.5 Key Differences: Ind AS vs Full IFRS

Area Full IFRS Treatment Ind AS Treatm.e {lt (v
Addition)

FCY Long-term Exchange differences recognised in  May defer exchange differences to asset
Borrowings P&L cost (transitional carve-out)
Dividends Recognised when declared Recognised when approved by

shareholders if unpaid

Redeemable Preference Classified as liability (IFRS 32) May be classified as equity in certain
Shares conditions
Insurance Contracts IFRS 17 (comprehensive new India has not yet adopted IFRS 17
standard) equivalent
CSR Expenditure Not addressed in IFRS Ind AS interpretation addresses mandatory
CSR spend

Table 7: Ind AS vs Full IFRS — Carve-outs and Additions (ICAI)




Chapter 5: Importance and Impact of Ind AS

5.1 Why Ind AS Matters for India

5.1.1 Enhancing Global Comparability and Attracting Foreign Investment

Before Ind AS, foreign analysts investing in Indian equities or bonds had to do extra work essentially
translating Indian GAAP numbers into something they could compare with European or Australian IFRS-
based statements. That translation process introduced both cost and the risk of error. With Ind AS, Indian
financial statements are now largely comparable with those of companies in other major markets, reducing
that friction significantly.

The growth of Foreign Direct Investment (FDI) and Foreign Portfolio Investment (FPI) into India in the
post-Ind AS period reflects multiple factors, of which improved financial reporting quality is one important
contributor. Institutional investors and credit rating agencies have consistently cited improved transparency
as a positive development in their assessments of Indian corporate credit quality.

5.1.2 Improving Transparency and Governance

Ind AS’s emphasis on fair value measurement, substance-over-form principles, and comprehensive
disclosure requirements has meaningfully raised the bar for financial reporting transparency in India. Key
improvements include detailed financial instrument risk disclosures under Ind AS 107, fair value hierarchies
under Ind AS 113, comprehensive related party reporting under Ind AS 24, and improved segment reporting
under Ind AS 108.

These improvements matter not just for external investors but for corporate boards and management teams
as well. Better quality financial reporting tends to support better internal governance there is less scope for
financial statement presentation to obscure underlying economic realities.

5.1.3 Facilitating Cross-Border Listings and Capital Raising

Several major Indian companies Infosys, Wipro, Tata Motors, HDFC Bank, Reliance Industries are listed
on international stock exchanges or raise capital through international bond markets. Prior to Ind AS,
maintaining dual-standard financial statements for international and domestic purposes added significant
cost and complexity. Ind AS substantially reduces this burden, as Ind AS statements are broadly acceptable
to international investors and rating agencies.

5.1.4 Supporting India’s Economic Ambitions

India’s aspiration to become a USD 5 trillion economy and eventually a global financial centre requires the
full complement of world-class financial market infrastructure. High-quality, internationally comparable
financial reporting is a fundamental part of that infrastructure enabling the development of a robust
corporate bond market, attracting long-term institutional capital, and supporting Indian companies’
participation in global supply chains and partnerships.

5.2 Impact on Corporate Financial Reporting

5.2.1 Balance Sheet Impact

The transition to Ind AS has had substantial balance sheet effects for many companies. Right-of-Use assets
and lease liabilities under Ind AS 116 have increased total assets and liabilities for companies with large
lease portfolios. Investment portfolios are now marked to market rather than held at cost. Full actuarial
liabilities under Ind AS 19 appear on balance sheets where they were previously smoothed. Goodwill is no
longer amortised, changing its treatment fundamentally. And deferred tax assets and liabilities are larger
and more comprehensive under Ind AS 12.
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5.2.2 P&L Impact

On the income statement, Ind AS has changed how and when many companies recognise revenue (Ind AS
115), depreciation (Ind AS 16 component accounting), and operating costs (Ind AS 116 replaces operating
lease expense with depreciation and interest charges, increasing EBITDA but typically reducing PBT in
early lease years). Actuarial gains and losses now go to OCI rather than P&L, which changes the volatility
of reported earnings.

5.3 Impact on Key Financial Ratios

Typical Direction of Primary Driver

Change

Debt-to-Equity Increase Recognition of lease liabilities under Ind AS 116

EBITDA Increase Operating lease payments reclassified as
depreciation + interest

Return on Equity (ROE) Variable OCI items impact equity without flowing through
P&L

Interest Coverage Decrease Interest on lease liabilities increases total interest
expense

Asset Turnover Decrease Total assets increase due to ROU assets and fair

value uplift

EPS Variable Net impact depends on aggregate of all Ind AS
adjustments

Table: Impact of Ind AS on Key Financial Ratios

5.4 Case Studies: Impact on Major Indian Companies

Sector Key Ind AS Impact Quantitative Effect

Reliance Industries  Diversified / O&G / Fair value; Ind AS 116 (retail Equity increased ~Rs 2,800
Retail leases); Ind AS 115 (retail crore; EBITDA increased
revenue) significantly
HDFC Bank Banking / Financial ECL provisioning (Ind AS 109); ECL provisions increased
Services fair value of investments substantially; net profit
impacted by MTM
Tata Motors Automobiles Goodwill impairment; finance Large goodwill impairment
lease reclassification charges; net worth

significantly impacted

Infosys IT Services Revenue timing (Ind AS 115); Revenue timing for multi-
employee benefits year contracts changed;
improved hedge accounting

IndiGo / Airlines Ind AS 116 — aircraft leases Total assets more than
InterGlobe (transformative impact) doubled due to ROU asset
recognition

Table 8: Impact of Ind AS Adoption on Major Indian Companies
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5.5 Challenges in Implementing Ind AS

Technical Complexity: Standards like Ind AS 109, 103, and 115 involve significant professional
judgment and complex modelling requiring expertise that not all companies currently have in-
house.

Systems and Data Requirements: ECL models, component accounting, and lease databases
required significant ERP upgrades and new data management processes.

Regulatory Alignment: Aligning Ind AS with RBI, IRDA, SEBI, and PFRDA requirements has
been complicated, with the banking sector transition still incomplete.

Transition Costs: External advisory fees, IT upgrades, actuary and valuation specialist costs were
substantial, particularly for mid-sized companies.

Interpretive Inconsistency: The principles-based framework creates scope for inconsistent
application of judgment across companies.

Tax-Accounting Divergence: Indian corporate tax is not based on Ind AS financials, creating the
need for complex separate workings and deferred tax reconciliations.

12




Chapter 5A: Emerging Dimensions of Ind AS

S5A.1 Sustainability Reporting: The Next Frontier for Indian Companies

One area that is rapidly gaining prominence alongside financial reporting is sustainability or ESG
(Environmental, Social, and Governance) reporting. In many ways, the global push toward standardised
sustainability disclosure is mirroring the earlier convergence journey of financial accounting standards
starting with a fragmented landscape of different frameworks, gradually moving toward harmonisation
under bodies like the International Sustainability Standards Board (ISSB), which was established by the
IFRS Foundation in 2021.

For Indian companies, the Business Responsibility and Sustainability Report (BRSR) framework, mandated
by SEBI for the top 1000 listed companies from FY 2022-23, represents India’s entry into structured
sustainability disclosure. The BRSR is broadly aligned with international ESG frameworks but has Indian-
specific elements. Given that SEBI and MCA are increasingly coordinating their frameworks, it is likely
that future developments will see greater integration between Ind AS financial reporting and BRSR
sustainability disclosures.

The practical relevance for financial analysts is significant. ESG factors increasingly influence equity
valuations, credit ratings, and capital allocation decisions by global institutional investors. Indian companies
that can present high-quality, integrated financial and sustainability reporting will be better positioned to
attract and retain international capital.

* Industry Relevance: Particularly significant for listed companies in energy, manufacturing,
infrastructure, and financial services sectors.

*  Future Scope: The ISSB’s IFRS S1 and IFRS S2 standards, if adopted by India (as appears likely
in some form), will create a direct parallel to the Ind AS convergence journey but in the
sustainability reporting domain.

*  Challenge: Building internal ESG data collection and assurance capabilities alongside financial
reporting expertise.

13




S5A.2 Technology’s Role in Ind AS Implementation and the Future of Reporting

It would be difficult to tell the Ind AS story without talking about technology. The transition to Ind AS was
not just an accounting project it was also a significant technology and systems project. ECL modelling under
Ind AS 109 requires running credit loss projections across loan portfolios at granular levels. Component
accounting under Ind AS 16 requires managing detailed asset registers. Lease accounting under Ind AS 116
requires maintaining comprehensive lease databases across geographically dispersed operations. None of
this was feasible at scale without significant ERP system upgrades.

Going forward, technology is set to transform financial reporting in even more fundamental ways. XBRL
(eXtensible Business Reporting Language) tagging of financial statements already mandated for listed
companies in India enables regulators and analysts to directly extract and compare data from financial
statements without manual re-entry. The next generation of financial reporting may involve real-time or
near-real-time disclosure, Al-assisted compliance checking, and blockchain-based audit trails.

For Indian companies, staying current with technology trends in financial reporting is becoming a
competitive and regulatory necessity. SEBI and the MCA have both been pushing digital reporting
enhancements. Professional accountants who combine Ind AS technical knowledge with data analytics
capabilities will be in particularly high demand.

* Practical Application: Cloud-based ERP systems (SAP S4/HANA, Oracle Fusion) now include
Ind AS compliance modules built in, reducing implementation effort for new adopters.

* Advantage: Technology reduces the manual effort in compliance, freeing professional time for
judgment-intensive tasks like ECL model design and fair value estimation.

» Disadvantage: High upfront investment and risk of inconsistent implementation across companies
with varying IT maturity.
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5A.3 Banking Sector Transition: Why It Has Been Delayed and What It Means

One of the most consequential unresolved issues in India’s Ind AS journey is the transition of Indian banks
and insurance companies. While corporate entities completed their Ind AS transition between 2016 and
2019, scheduled commercial banks have repeatedly seen their Ind AS implementation dates deferred by the
Reserve Bank of India. As of 2024, Indian banks continue to report under the Banking Regulation Act
framework and RBI guidelines, which differ significantly from Ind AS in several key areas.

The core tension is between the ECL model under Ind AS 109 which requires forward-looking, probability-
weighted estimates of credit losses and RBI’s prudential provisioning norms, which are income-tax-aligned
and based on an incurred loss approach with specific asset classification categories (NPA buckets).
Reconciling these two frameworks without creating regulatory arbitrage or distorting bank capital adequacy
ratios is genuinely complex.

The stakes are high. The Indian banking sector holds total assets exceeding Rs 200 lakh crore. A transition
to Ind AS would significantly change reported NPAs, capital ratios, and profitability for India’s largest
public and private sector banks. Given the systemic importance of these institutions, the RBI has been
appropriately cautious but the delay also means that the most systemically important sector of the Indian
economy remains outside the Ind AS framework.

*  Challenge: Aligning ECL provisioning with RBI’s NPA classification and provisioning circulars
without double-counting or regulatory arbitrage.

*  Future Scope: India’s banking sector Ind AS transition will likely be one of the most complex and
consequential accounting standard transitions in the country’s history when it finally occurs.

* Industry Relevance: Critical for investors and analysts in banking equity and fixed income
research, credit rating analysts, and banking regulators globally.
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5A.4 How Financial Reporting Quality Influences Investor Decision-Making: A
Behavioural Lens

Traditional finance theory assumes that investors rationally process all available information and
incorporate it efficiently into asset prices. In reality, the behavioural finance literature tells a more complex
story. Even when high-quality financial information is available as Ind AS aims to provide how investors
process and act on that information depends on cognitive factors that pure accounting standards cannot
address.

Research in behavioural finance has documented several biases that are directly relevant to financial
reporting. Availability bias means investors tend to weight salient, easily understood information (like
headline EPS) more heavily than complex but important disclosures (like ECL assumptions or lease liability
sensitivities). Anchoring bias means that once investors have formed a view based on old Indian GAAP
numbers, adjusting to materially different Ind AS figures can be psychologically difficult, even when the
Ind AS figures are objectively more informative.

For the Indian market specifically, the transition to Ind AS created a period of genuine confusion among
retail investors who saw large companies’ profits appear to drop or equity appear to change significantly
often without adequate communication of the reasons. This suggests that the standard-setting and regulatory
community needs to pay attention not just to information quality but to information accessibility and
investor education.

» Practical Implication: Companies, investor relations teams, and ICAI/SEBI should invest in plain-
language communication of Ind AS impacts to retail investors.

* Advantage: Higher-quality Ind AS disclosures reduce information asymmetry, potentially
reducing bid-ask spreads and cost of capital for well-disclosing companies.
* Research Gap: More empirical work is needed on how Indian retail investors and smaller

institutional investors are actually using or failing to use the expanded disclosures available under
Ind AS.
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Chapter 6: Primary Research — Survey Analysis

6.1 Survey Design and Methodology

To ground this research in real-world evidence rather than pure theory, I designed a structured primary
survey and distributed it via Google Forms over a three-week period. The survey was shared through
LinkedIn, WhatsApp groups for finance and accounting professionals, MBA alumni networks, and CA
student communities. A total of 120 valid responses were received a sample that, while not statistically
representative of the entire Indian finance community, provides a useful cross-section of perspectives from
key financial statement user groups.

The survey was kept to ten questions long enough to gather meaningful data but short enough to encourage
completion. Question types were deliberately varied to capture both factual perceptions and more nuanced
attitudinal data.

6.2 Survey Questionnaire

Question Type

Q1
Q2

Q3

Q4

Q5

Q6

Q7

Q8

Q9

Q10

What is your professional background / occupation?

How familiar are you with Indian Accounting Standards
(Ind AS)?

Which aspects of Ind AS financial statements do you find
most challenging? (Select all that apply)

Do you agree that Ind AS has significantly improved
transparency of Indian corporate financial reporting?

Rate the usefulness of each financial statement component
under Ind AS vs Old Indian GAAP (Balance Sheet, P&L,
Cash Flow, SCE, Notes)

How has Ind AS adoption impacted the quality of your
investment or lending decision-making?

How satisfied are you with the quality of disclosures in key
Ind AS areas? (Ind AS 107, 113, 24, 108, 116)

Which Ind AS standard has had the most significant
impact on the readability of financial statements?

On a scale of 1-10, rate the overall quality of Ind AS
financial statements vs old Indian GAAP.

What one improvement would you most like to see in Ind
AS financial reporting?

Single Choice (MCQ)

Single Choice — 4-point scale

Multiple Choice (Multi-select)

5-point Likert Scale

Rating Scale (1-5)

Single Choice (MCQ)

Satisfaction Scale (1-5)

Single Choice (MCQ)

Numerical Rating

Open-ended Short Answer

Table 9: Survey Questionnaire — Summary of Questions
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6.3 Respondent Profile

The 120 respondents represented a genuinely diverse cross-section of financial statement users. Finance
students made up the largest group (34%), followed by Chartered Accountants (22%) and corporate finance
professionals (18%). Investment analysts (12%) and bankers (9%) together represent another 21%, ensuring
that key external user perspectives are captured. The remaining 5% were consultants, professors, and other

finance professionals.

Respondent Group Count

Finance Students (MBA / M.Com) 41

Chartered Accountants (CA / CPA) 26

Corporate Finance Professionals 22

Investment Analysts 14

Bankers / Lenders 11

Others (Consultants, Professors, etc.) 6

Total 120

Table 10: Respondent Demographics Summary

Percentage

34%

22%

18%

12%

9%

5%

100%

Survey Respondent Profile - Occupation / Background

{(n = 120 respondents)
40 -
35 - 34%
30 -
25 -
20 - 18%

15 -
12%

Percentage of Respondents (%)

(MBA/M.Com) Accountants Professionals Analysts

9%

Finance Students Chartered Corporate Finance Investment Bankers /

Lenders

5%

Others




6.4 Survey Findings and Analysis
Q2: Familiarity with Ind AS

Respondents were asked to rate their familiarity with Ind AS on a four-point scale. A combined 69%
described themselves as Very Familiar (31%) or Moderately Familiar (38%). That’s an encouraging number
given the professional composition of the sample. But the 22% who were only Somewhat Aware and the
9% with No Familiarity tell an important story a significant portion of the finance community, even among
professionals, still lacks adequate Ind AS literacy. This is a genuine gap that ICAI’s educational
programmes need to address.

Level of Familiarity with Indian Accounting
Standards (Ind AS) among Respondents

Somewhat Aware
Not Familiar

Very Familiar

Moderately Familiar




Q3: Challenges in Reading Ind AS Financial Statements

This was a multi-select question, so percentages exceed 100%. The top challenge was comparing Ind AS
with IFRS (cited by 52% of respondents) suggesting that many users are actively trying to bridge the two
standards for cross-border analysis and finding the carve-outs and alternative treatments difficult to
navigate. Lease accounting under Ind AS 116 was the second most common challenge (48%), which makes
sense given the complexity of ROU asset calculations and the dramatic balance sheet changes it introduces.
Fair value measurements under Ind AS 113 were challenging for 42% of respondents, revenue recognition
under Ind AS 115 for 39%, OCI interpretation for 35%, and ECL provisioning under Ind AS 109 for 28%.

Key Challenges Faced While Reading Ind AS Financial Statements
(Multiple responses allowed)

ECL Provisioning
(Ind AS 109)

Revenue Recognition
(Ind AS 115)

Lease Accounting 48%
(Ind AS 116)

Comparing Ind AS

. 52%
vs IFRS Differences

Interpreting
OClI Items

Understanding Fair

I = 45% — High Difficulty
Value Measurements

B < 45% — Moderate Difficulty

T T T

0 10 20 30 40 50 60
% of Respondents Who Found it Challenging
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Q4: Perceived Improvement in Transparency

Asked whether Ind AS has significantly improved the transparency of Indian corporate financial reporting,
a substantial majority of respondents 73% agreed or strongly agreed. Only 10% disagreed (7%) or strongly
disagreed (3%), with 17% remaining neutral. This is a strong and consistent finding. What makes it
particularly meaningful is that it comes from actual users of financial statements people who interact with
these reports in their professional lives rather than from regulatory proclamations. The finding validates the
policy rationale for Ind AS convergence in a direct, user-level way.

"Ind AS has significantly improved the transparency
of Indian corporate financial reporting"

50 - [73% Agree [/ Strongly Agree]
44%
-O\O
W 40 A
g
c
[}
o
&
2 30 A 29%
[}
o
L
5]
&
g 207 17%
c
Q
e
&
10 A 7%
- 3%
0- T
Strongly Agree Agree Neutral Disagree Strongly Disagree
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QS: Perceived Usefulness of Financial Statement Components

Respondents rated the usefulness of five financial statement components on a 1-5 scale, comparing Ind AS
against old Indian GAAP. Every single component received a higher mean score under Ind AS. The largest
improvement was in the Notes to Accounts (mean score improved from 2.9 under old GAAP to 3.8 under
Ind AS a gain of 0.9 points), which makes intuitive sense given the dramatically expanded disclosure
requirements under Ind AS. The Statement of Changes in Equity also showed a substantial improvement
(2.7 to 3.4), reflecting the fact that this statement simply did not exist as a separate mandatory requirement
under Indian GAAP. The P&L continues to be rated as the most useful component under both frameworks
(4.5 vs 4.2), reflecting the primacy of earnings information for most users.

Perceived Usefulness of Financial Statements:
Ind AS vs Old Indian GAAP (Mean Score, 1=Low, 5=High)

mmm  Under Ind AS
51 Under Old Indian GAAP
4.5
— 4.2 4.2 4.3
n
A4 38 29 3.8
p 3.4
o
A
4 2.9
w3 2.7
[}
£
=
=
3
£ 2
c
(18]
]
=
1 -
0
Balance Sheet P&L / Income Cash Flow Statement of Notes to
Statement Statement Changes in Equity Accounts
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Q6: Impact on Investment / Lending Decision-Making

A combined 65% of respondents reported a positive impact (41% Somewhat Positive + 24% Strongly
Positive) on their investment or lending decision-making quality following Ind AS adoption. Only 6%
reported a somewhat negative impact. The 19% reporting no discernible impact likely includes respondents
who primarily work with unlisted or smaller companies not yet subject to Ind AS, or those early in their
careers who have not yet extensively used financial statements for investment decisions.

Impact of Ind AS Adoption on Quality of
Investment / Lending Decision-Making

50 1 [65% Report Positive Impact}
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= 40 A
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Q7: Satisfaction with Disclosure Quality

Respondents rated their satisfaction with disclosures in five key Ind AS areas. Risk disclosures under Ind
AS 107 received the highest satisfaction rate (72%), followed by fair value disclosures under Ind AS 113
(68%), related party disclosures under Ind AS 24 (65%), lease disclosures under Ind AS 116 (61%), and
segment reporting under Ind AS 108 (58%). All five areas exceeded the 60% satisfaction benchmark,
suggesting broad acceptance. The slightly lower ratings for lease and segment disclosures may reflect their
length and complexity rather than any fundamental inadequacy.

Satisfaction with Disclosure Quality under Ind AS
(% Satisfied or Very Satisfied)

——- 60% Satisfaction Benchmark
80 4

72%

% Respondents Satisfied / Very Satisfied

Fair Value Risk Related Party Segment Lease
Disclosures Disclosures Transactions Reporting Disclosures
(Ind AS 113) (Ind AS 107) (Ind AS 24) (Ind AS 108) (Ind AS 116)
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Q8: Most Impactful Ind AS Standard

Ind AS 109 (Financial Instruments) was identified as the most impactful standard by 52% of respondents.
This is a significant plurality and reflects the transformative nature of the ECL model and fair value
measurement requirements particularly for anyone analysing banking or financial sector companies. Ind AS
115 came second (43%), reflecting its broad cross-sector applicability, and Ind AS 116 (Leases) third (38%),
reflecting its dramatic balance sheet impact for asset-heavy industries.

Which Ind AS Standard Had the Most Impact on
Your Understanding of Financial Statements?

60 -

52%

% Respondents Who Found it Most Impactful

Ind AS 116 Ind AS 109 Ind AS 115 Ind AS 19 Ind AS 24 Ind AS 36
(Leases) (Fin. Instruments) (Revenue)(Employee BenefifRelated Party) (Impairment)

25




Q9: Overall Quality Rating

On a 1-10 scale, respondents gave Ind AS financial statements a mean overall quality score of 7.2, compared
to a perceived score of 5.1 for old Indian GAAP statements. The distribution of Ind AS scores was
concentrated in the 6-8 range, with relatively few extreme scores in either direction. This moderate-to-good
average score suggests that while Ind AS is widely seen as an improvement, there is still room for further
progress in statement quality, accessibility, and disclosure clarity.

Distribution of Overall Ind AS Quality Rating (Approxpﬁak

25 A

M
[=]
L

Number of Responses
= [
o u
1 1

1 2 3 4 5 6 7 8 9 10
Ind AS Quality Rating (1-10)

Q10: Open-Ended Most Desired Improvement

The most common themes in open-ended responses were: (1) simplification of disclosures many
respondents felt that while more information is being disclosed, it is buried in overly technical language
that reduces its practical usefulness; (2) better investor-education materials from ICAI and SEBI to help
non-specialist users interpret key standards; (3) faster banking sector transition; (4) more consistency in fair
value assumptions and ECL models across companies, to improve cross-company comparability.
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6.5 Overall Survey Summary

The primary survey yields several clear, consistent findings that reinforce the secondary research
conclusions:

69% of respondents have good familiarity with Ind AS, but approximately 31% still have limited
awareness a persistent gap.

Top user challenges: Ind AS vs IFRS comparison (52%), lease accounting (48%), fair value
measurements (42%).

73% agree that Ind AS has improved financial reporting transparency strong validation of the
convergence policy rationale.

All financial statement components rated more useful under Ind AS, with Notes to Accounts
showing the greatest improvement.

65% report a positive impact on investment / lending decision-making quality.

Risk disclosures and fair value disclosures are the most appreciated Ind AS improvements.

Ind AS 109 identified as the most impactful standard, followed by Ind AS 115 and Ind AS 116.
Mean overall quality rating: 7.2 / 10 for Ind AS vs 5.1 / 10 for old Indian GA
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Chapter 7: Findings, Conclusions & Recommendations

7.1 Key Findings

Finding 1: Global Financial Reporting Remains Fragmented

Despite the remarkable expansion of IFRS to over 140 jurisdictions, a genuinely universal accounting
standard remains out of reach. The United States’ continued use of US GAAP for the world’s largest capital
market is the most significant barrier. National carve-outs, enforcement variations, and different adoption
levels mean that even within the IFRS community, material differences persist. Global convergence is an
ongoing process, not an accomplished outcome.

Finding 2: IFRS Adoption Improves Reporting Quality and Market Integration

The empirical literature and the Indian survey evidence consistently demonstrates that IFRS-based
standards improve accounting quality, including more timely loss recognition, lower information
asymmetry, and better-informed analyst decisions. Countries and sectors with strong enforcement
mechanisms see the greatest benefits, underlining that standard quality and institutional quality work
together.

Finding 3: India’s Convergence Approach Was Pragmatic and Broadly Successful

India’s choice to converge with rather than adopt IFRS outright reflected legitimate considerations
regulatory constraints, legal system differences, and the structural complexity of India’s corporate and
banking landscape. The carve-outs retained are not arbitrary: they reflect genuine tensions between IFRS
requirements and Indian regulatory norms. The Ind AS framework successfully balances international
comparability with domestic compatibility.

Finding 4: Ind AS Has Significantly Improved Indian Financial Reporting Quality

Both the secondary research and the primary survey evidence (73% agreement on transparency
improvement, 65% positive decision-making impact) confirm that Ind AS has meaningfully elevated the
quality, comparability, and comprehensiveness of Indian financial reporting. This is one of the clearest
findings of this research.

Finding 5: User Challenges Are Specific and Addressable

The survey’s identification of specific user challenges Ind AS vs IFRS comparison, lease accounting, fair
value measurements is actionable. These are not vague concerns but concrete areas where targeted
education, improved company disclosures, and better regulatory guidance could meaningfully improve user
experience.

Finding 6: Banking and Insurance Sector Transition Remains the Critical Unfinished
Agenda

The delay in transitioning Indian banks and insurance companies to Ind AS is the most significant remaining
gap in India’s convergence journey. Given the systemic importance and aggregate size of the banking sector,
completing this transition with careful alignment of ECL and RBI prudential frameworks is the most
consequential remaining task.

7.2 Conclusions

This research set out to examine the global landscape of financial reporting standards and assess the
importance of Ind AS for India. The evidence from secondary literature, comparative analysis, real-world
corporate case studies, and primary survey data leads to a consistent and clear conclusion: Ind AS has been
a genuinely transformative development for Indian financial reporting, and its importance extends well
beyond accounting compliance.
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Ind AS is a key enabler of India’s economic ambitions. Without internationally comparable, high-quality
financial reporting, India cannot realistically aspire to be a global financial centre or attract the long-term
institutional capital that its infrastructure and development needs require. The fact that 73% of actual
financial statement users affirm the transparency improvements brought by Ind AS, and 65% report
improved decision-making quality, validates this conclusion at the practitioner level.

There is still work to do. The banking sector transition, ongoing professional education needs, reduction of
remaining carve-outs, and improvement of disclosure accessibility are all important items on the unfinished
agenda. But the direction of travel is clear and the foundation is solid.

7.3 Recommendations

7.3.1 For MCA and ICAI

* Accelerate Banking and Insurance Transition: Set a firm, credible timeline for transitioning Indian
banks and insurance companies to Ind AS, with clear resolution of the ECL vs RBI provisioning
alignment.

* Reduce Remaining Carve-outs Progressively: Review each carve-out on a three-year cycle with a
presumption of elimination when the original rationale no longer applies.

*  Strengthen Enforcement: Enhance ICAI’s financial reporting review function and SEBI’s
surveillance of Ind AS compliance, particularly in complex judgment areas.

* Expand User Education: Based on survey findings showing 31% limited familiarity, ICAI should
invest in free or low-cost online training resources targeting junior finance professionals, mid-
sized company personnel, and retail investors.

+ Improve Disclosure Accessibility: Issue practical guidance on making lease and segment
disclosures more readable and user-friendly, addressing the relatively lower satisfaction scores in
these areas.

7.3.2 For Indian Companies
*  Build Internal Technical Capacity: Invest in developing in-house Ind AS expertise rather than
relying entirely on external advisors.

*  Prioritise Disclosure Quality over Compliance: Aim for disclosures that are genuinely useful to
readers, not just technically compliant.

¢ Communicate Ind AS Impacts to Investors: Particularly during transition periods, provide
accessible plain-language explanations of the key Ind AS impacts on reported numbers.

7.3.3 For Investors and Analysts
* Develop Deep Ind AS Literacy: Survey results suggest gaps remain, particularly in lease
accounting, fair value, and Ind AS vs IFRS comparison.

* Leverage Expanded Disclosures Actively: Ind AS provides significantly more information than
old Indian GAAP use it.

*  Look Through Accounting Changes to Economic Substance: Focus on what Ind AS numbers are
telling you about underlying business performance, not just on how they differ from old GAAP
numbers.

7.3.4 For the Global Accounting Community

* Renew US GAAP — IFRS Convergence Efforts: The gap between the world’s largest capital
market and the global standard remains the most significant barrier to full financial reporting
harmonisation.

* Address Enforcement Diversity: Standard quality is necessary but not sufficient; coordinated
efforts to improve enforcement consistency across jurisdictions are essential.
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*  Support Developing Country Adoption: Provide active capacity-building support to countries
undertaking IFRS-convergence transitions.
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