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ABSTRACT 

The harmonization of Indian Accounting Standards (Ind AS) and International Financial Reporting 

Standards (IFRS) is a landmark change in India's financial reporting. The effort enhances 

transparency, facilitates comparability, and brings Indian companies in line with international 

financial standards. Regulatory agencies such as the Ministry of Corporate Affairs (MCA) and the 

Institute of Chartered Accountants of India (ICAI) have been at the forefront of driving 

implementation, with consultants and auditors easing the process. Ind AS adoption has enhanced 

corporate governance, investor trust, and risk management, though there are challenges, mainly 

with small and medium-sized enterprises (SMEs). The paper examines the influence of Ind AS in 

balancing both the advantages and disadvantages and noting the role of regulatory structures and 

technology adoption in facilitating compliance. The research enriches literature on financial 

reporting convergence worldwide and India's place in the world economy. 
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1. Introduction 

Financial disclosure is critical to business transparency and investor faith. In the context of 

globalization, India realized that there must be a uniform system of accounting and adopted Ind 

AS, which is IFRS-compatible with domestic needs. The initiative is intended to improve financial 

disclosure, achieve comparability, and ease foreign investment. Phased adoption of Ind AS has 

revolutionized financial reporting by focusing on fair value accounting, thorough disclosures, and 

substance-over-form principles. Regulatory authorities such as the Ministry of Corporate Affairs 

(MCA) and Institute of Chartered Accountants of India (ICAI) have gone a long way in facilitating 

a smooth transition. Issues such as complexity in compliance, shortage of resources for SMEs, and 

necessity for massive training still remain. The enforcement of Ind AS has enhanced corporate 

governance, raised investor confidence, and facilitated better financial transparency amidst these 

issues. By following international accounting standards, Indian companies are able to invite 

foreign investment and integrate into the global financial world with ease. This paper examines 

the effect of implementation of Ind AS, considering its strengths, weakness, and influence on 

multiple stakeholders, emphasizing the role of ongoing regulatory guidance and technology 

development for effective implementation. 

 

2. Literature Review 

Harmonization of the country's accounting standards to International Financial Reporting 

Standards (IFRS) has been the subject of exhaustive studies, and a number of views have surfaced 

concerning the achievements and failures of the same. One of the most controversial ones is the 

role that accounting harmonization plays towards increasing financial comparability across 

countries. By embracing a consistent framework such as Ind AS, Indian companies have shifted 

towards best international practices, enhancing the transparency of finance and allowing 

stakeholders, including regulators and investors, to make a more informed judgment of financial 

statements. Convergence has also created confidence among global investors, minimized 

information asymmetry, and allowed for easier cross-border transactions. One of the most 

important areas of study in the literature is Ind AS-IFRS differences, especially in such topics as 

fair value measurement, financial instruments, and revenue recognition. Ind AS is similar to IFRS 

in general, but there are some divergences to fit India's unique economic and regulatory 

environment. For example, fair value measurement according to Ind AS is more conservative in 

nature so that financial reporting is strong in times of unstable market conditions. Financial 

instrument classification and treatment and impairment accounting methodology have also been 

designed to be capable of accommodating Indian corporate structures. These contrasts present 

obstacles to the complete harmonization of Indian financial reporting to international requirements 

but at the same time create some flexibility necessary to meet the needs of the domestic market. 

Another such significant area of study conducted in literature is the effect of the adoption of Ind 

AS on corporate governance and investor trust. Reforms in financial reporting are intrinsically 

related to governance reforms, with increased disclosure requirements resulting in more 

monitoring and less scope for earnings management. Adoption of Ind AS has required increased 

accountability from corporate managers, auditors, and board members, resulting in ethical 

accounting practices. Apart from that, the shift towards a globally accepted accounting framework 

has boosted investor sentiment towards Indian companies such that they are more attractive to 

multinationals and foreign institutional investors alike. 

 

Support from a literature review indicates that the implementation of Ind AS has had a number of 

positivenotations for reporting quality, mainly in deterring earnings management. Ind AS 

companies are also compelled to use stricter standards in recognizing revenue, accounting for 

lease, and write-offs, creating financial reports that better capture the financial well-being of a 

company. In addition, greater application of fair value accounting has given investors greater 
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visibility into asset prices and financial risks. While these benefits have been a source of praise for 

Ind AS adoption, there are concerns that are the major topic of debate regarding the transition. 

Implementation costs have been one of the greatest concerns for companies, especially small and 

medium-sized enterprises (SMEs), who normally incur the cost of installing new accounting 

systems and employee training. The regulatory system has also been an issue, with regular 

revisions of Ind AS calling for constant changes in accommodation by companies and auditors. 

Moreover, sector-specific issues have been observed, wherein banking, insurance, and real estate 

sectors have experienced intricacies in the shift to new reporting requirements. Overall, the 

literature stresses that while the implementation of Ind AS is a step towards bringing India's 

accounting practices in line with international financial reporting practices, the long journey to its 

complete achievement lies ahead. The advantages of transparency, comparability, and investor 

confidence have to be balanced against the operational and regulatory difficulties of companies in 

bringing about the transition. As regulators and firms evolve, Ind AS will likely be the driving 

force in determining India's corporate reporting in the coming years. 

 

3. Key Differences Between Indian GAAP and Ind AS 

Transition from Indian GAAP to Ind AS is a major shift in India's financial reporting environment, 

bringing it in line with international standards. Indian GAAP is rules-based, while Ind AS is 

principles-based with increased emphasis on fair value accounting and substance over form. Major 

changes include enhanced disclosures in financials, new revenue recognition guidelines, and 

detailed guidelines for financial instruments and consolidation. Ind AS also provides consistency 

in framework for business combinations, leasing accounting, and share-based payments that will 

introduce greater transparency and comparability. Such reforms enable better investor decision-

making and convergence with international markets. While the transition is costly, it finally 

provides a boost to India's financial system. 

Table 1: Key Differences 

Aspect Indian GAAP Ind AS 

Framework and 

Approach 

Rule-based approach with rigid 

guidelines. 

Principle-based approach aligned with 

IFRS, focusing on substance over form. 

Fair Value 

Measurement 

Primarily follows the historical 

cost model. 

Introduces fair value accounting for 

financial instruments and certain 

assets. 

Consolidation of 

Financial 

Statements 

Based on legal ownership; 

required only for listed 

companies. 

Based on control, including voting 

rights and contractual arrangements 

(Ind AS 110). 

Revenue 

Recognition 

Governed by AS-9 and AS-7, 

with limited guidance on 

complex contracts. 

Follows Ind AS 115 with a five-step 

revenue recognition model. 
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Financial 

Instruments 

Limited guidance on 

classification and measurement. 

Ind AS 109 categorizes instruments 

into amortized cost, FVTPL, and 

FVOCI. 

Leases AS 19 distinguished between 

operating and finance leases with 

limited liability recognition. 

Ind AS 116 follows a single lease 

accounting model, requiring 

recognition of right-of-use assets and 

lease liabilities. 

Deferred Taxes Based on the income statement 

approach under AS-22. 

Uses the balance sheet approach (Ind 

AS 12), aligning with IFRS. 

Employee 

Benefits 

Actuarial gains/losses were 

recognized in the profit & loss 

statement. 

Actuarial gains/losses are recorded in 

Other Comprehensive Income (OCI) 

(Ind AS 19). 

Business 

Combinations 

Allowed pooling of interest 

method for certain transactions. 

Mandates acquisition method (Ind AS 

103), requiring fair value assessment. 

Segment 

Reporting 

Segments defined based on the 

risks and rewards approach. 

Ind AS 108 adopts the management 

approach, aligning segments with 

internal reporting. 

 

4. Key Examples in Calculation  

Following are some illustration examples of accounting calculations showing the effect of 

adoption of Ind AS on financial reporting that you may use in your paper. The examples illustrate 

fair value measurement, lease accounting, financial instruments, and revenue recognition, with 

sharp variations from Indian GAAP. 

 

a.  Fair Value Measurement (Ind AS 113) versus Historical Cost (Indian GAAP) 

Ind AS demands fair value for a large number of assets and liabilities, while Indian GAAP did not 

depend much on historical cost. Example: Property, Plant, and Equipment (PPE) Revaluation. A 

property was purchased by a company in 2015 at ₹10 crore. The property would be brought at 

historical cost and depreciated over time under Indian GAAP. However, under Ind AS, if the 

company opts for fair value measurement, the company will revalue the asset from time to time. 

 

Table 2 

Year Historical Cost (Indian GAAP) ₹ Fair Value (Ind AS) ₹ 

2015 10,00,00,000 10,00,00,000 

2020 7,50,00,000 12,00,00,000 

2025 5,00,00,000 14,00,00,000 

 

Impact: Under Ind AS, the company recognizes fair value gains of ₹2 crore in 2020 and ₹2 crore 

in 2025, enhancing asset value. Under Indian GAAP, the asset value would continue to depreciate. 

 

b. Lease Accounting (Ind AS 116) vs. Operating Lease Recognition (Indian GAAP) 

Under Indian GAAP, operating leases were treated as off-balance-sheet items, while Ind AS 116 

requires lessees to recognize a Right-of-Use (ROU) asset and a corresponding lease liability. 

Example: Office Lease Accounting. A company leases office space for ₹10 lakh per year for five 

years. 
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Table 3 

Accounting 

Treatment 

Indian GAAP (Operating 

Lease) ₹ 

Ind AS 116 (ROU Asset & 

Liability) ₹ 

Lease Expense (P&L) 10,00,000 per year Depreciation + Interest 

Right-of-Use Asset Not Recognized ₹42,16,500 (PV of lease payments) 

Lease Liability Not Recognized ₹42,16,500 (Discounted at 8%) 

 

Impact: Under Ind AS, leases appear on the balance sheet, affecting financial ratios such as 

EBITDA and debt-equity ratios. 

 

c.  Financial Instruments (Ind AS 109) vs. Amortized Cost (Indian GAAP) 

Ind AS requires classification of financial instruments based on their business model and cash flow 

characteristics, leading to differences in treatment. Example: Recognition of Financial Assets at 

Fair Value. A company invests ₹5 crore in equity shares of another company. 

 

Table 4 

Accounting Treatment Indian GAAP (Cost Model) ₹ Ind AS (Fair Value Model) ₹ 

Initial Investment 5,00,00,000 5,00,00,000 

Fair Value After 2 Years 5,00,00,000 6,50,00,000 

Unrealized Gain Not Recognized 1,50,00,000 (OCI/P&L) 

 

Impact: Under Ind AS, the increase in fair value is recognized in Other Comprehensive Income 

(OCI) or P&L, unlike Indian GAAP, which records investments at cost.4. Revenue Recognition 

(Ind AS 115) vs. Percentage of Completion (Indian GAAP) 

 

d. Ind AS 115 follows a five-step model for revenue recognition, impacting industries such as 

construction and software. Example: Real Estate Sales under Ind AS 115. A real estate company 

sells apartments in an under-construction project for ₹50 crore, expected to be completed in 

three years. 

 

Table 5 

Accounting 

Treatment 

Indian GAAP (Percentage of 

Completion) ₹ 
Ind AS 115 (Revenue on Transfer) ₹ 

Year 1 Revenue 20,00,00,000 (40% completion) 0 

Year 2 Revenue 25,00,00,000 (90% completion) 0 

Year 3 Revenue 5,00,00,000 (100% completion) 50,00,00,000 (Full recognition) 

 

Impact: Under Ind AS, revenue is recognized only when control transfers to the buyer, potentially 

delaying revenue recognition compared to Indian GAAP. 

 

The examples of such accounting numbers reveal how Ind AS has changed the Indian financial 

reporting. The use of fair value, capitalization of leases, reclassification of financial instruments, 

and new revenue recognition models have improved considerably the transparency and 

comparability but along with added complexity as well. All these transformations require finance 

companies to transform themselves with improved financial planning, newer accounting software, 

and proper training of financial experts. 

 

 

 

 



  
   
  
 

 

2160 

European Economic Letters 
ISSN 2323-5233 

Vol 15, Issue 1 (2025) 

http://eelet.org.uk 

5. Phased Roadmap for Ind AS Implementation: A Detailed Overview 

The adoption of Indian Accounting Standards (Ind AS) has been a revolutionary move in India's 

financial reporting landscape. In order to bring about a smooth transition, the Ministry of Corporate 

Affairs (MCA) followed a phased approach and permitted companies to transition gradually to the 

new standards. This roadmap was a balance between readiness for compliance and disruption 

reduction, especially for those companies that were not used to fair value accounting, increased 

disclosure requirements, and the key shift from Indian GAAP to Ind AS. Following is a detailed 

description of each step in the process of Ind AS implementation. Adoption of Indian Accounting 

Standards (Ind AS) came as a phased adoption to allow companies enough time to adjust. Ind AS 

was initially planned to be adopted in 2011, but with issues like tax effect and industry readiness, 

the Ministry of Corporate Affairs (MCA) deferred mandatory adoption. The initial phase of the 

roadmap began on April 1, 2015, and permitted voluntary adoption of Ind AS by companies. The 

early adoption period gave the trailblazers, i.e., large multinationals with overseas exposures, a 

chance to make the transition, be sensitized to areas of possible difficulty, and define industry best 

practices for financial reporting under the new framework. Voluntary adopters needed to go on 

with the adoption of Ind AS on a periodic basis every year, paving the way for other companies 

and simplifying it for practitioners, auditors, and regulators to gain experience. 

 

Then Phase 1 of mandatory adoption commenced from April 1, 2016, where all listed and unlisted 

entities with a net worth of ₹500 crore or more had to adopt Ind AS. This phase was targeted 

towards introducing standardization in financial reporting in the case of large entities having 

influential stakeholders. It was a milestone in India's financial reporting revolution, bringing these 

companies at par with international standards and making them reliable in international markets. 

The reform brought in fair value accounting, increased disclosure requirements, and deviation 

from Indian GAAP principles, affecting the financial reporting process profoundly. 

 

Phase 2, effective April 1, 2017, introduced the mandatory application of Ind AS to listed entities 

having net worth between ₹250 crore and ₹500 crore and unlisted entities having similar criteria. 

The move saw a wider range of firms embracing international accounting standards, improving 

financial statement comparability and transparency. By then, the bulk of India's business 

community had adopted Ind AS, therefore ushering in enhanced investor confidence and cross-

border investment opportunities. 

 

When corporates' migration was in process, banks, insurance firms, and non-banking financial 

companies (NBFCs) had to implement Ind AS initially from April 1, 2018. Reserve Bank of India 

(RBI) postponed the implementation for banks to FY 2019-20, and Insurance Regulatory and 

Development Authority of India (IRDAI) postponed the implementation date for insurance firms 

to FY 2020-21. The delay in application in the banking sector was due to complexities involved 

in determining fair value, provisioning guidelines, and regulatory aspects of such sectors. 

 

Apart from such rollouts consecutively, the MCA also periodically synchronized Ind AS with 

International Financial Reporting Standards (IFRS) via amendments. The Companies (Indian 

Accounting Standards) Amendment Rules, 2016, also additionally strengthened the structure to 

ensure Indian accounting standards conformed to international developments. Phased 

implementation of Ind AS played a key role in reducing disruption and enabling smooth shift to a 

system of globally harmonized financial reporting. Though initial implementation was marred by 

issues like cost of compliance, training needs, and regulatory changes, adoption of Ind AS has 

vastly enhanced financial disclosure, increased global comparability, and made India an even 

better destination for foreign investment. 
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Table 6: Impact of Ind AS Adoption on Key Stakeholders 

Stakeholder Impact of Ind AS Adoption 

Corporates & 

Businesses 

Improved transparency and comparability in financial statements, 

enabling better decision-making. Enhanced global credibility, attracting 

foreign investors. Challenges in transitioning to fair value accounting and 

complex disclosure requirements. Increased compliance costs and need for 

extensive training. 

Investors & 

Analysts 

Greater financial statement reliability, reducing information asymmetry. 

Improved comparability with global peers, aiding better investment 

decisions. Need to adapt to new valuation methods and reporting 

structures. 

Regulators (MCA, 

SEBI, RBI, 

IRDAI) 

Strengthened regulatory oversight with globally aligned reporting norms. 

Increased complexity in monitoring compliance due to fair value 

accounting. Need for frequent amendments to keep pace with IFRS 

updates. 

Auditors & 

Consultants 

Enhanced audit quality with better financial disclosures. Increased 

responsibility in guiding businesses through the transition and compliance 

process. Requirement for continuous learning due to evolving accounting 

standards. 

Multinational 

Corporations 

(MNCs) 

Simplified financial consolidation with Indian subsidiaries due to IFRS 

alignment. Reduced complexities in cross-border transactions and 

compliance. Potential initial cost burdens for transitioning reporting 

frameworks. 

Small & Medium 

Enterprises 

(SMEs) 

Compliance challenges due to resource constraints. Difficulty in adopting 

complex financial reporting structures. Potential for improved credibility 

and access to capital in the long run. 

Academicians & 

Researchers 

New areas of study in financial reporting and corporate governance. 

Opportunities for research on Ind AS implementation challenges and 

sector-specific impacts. Requirement to update academic curriculum to 

align with evolving accounting standards. 
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1. The Road Ahead  

The way forward for the successful adoption and development of Ind AS is ongoing improvement, 

regulatory encouragement, and acceptance by stakeholders. As financial markets become 

increasingly globalized, India needs to ensure that its accounting standards are aligned with 

international best practices with domestic economic and regulatory interests in view. Regular 

updating and revisions of Ind AS will be required in order to remain aligned with the changes in 

IFRS so that finance internationalization becomes smooth. Organizations like the Ministry of 

Corporate Affairs (MCA), Institute of Chartered Accountants of India (ICAI), SEBI, RBI, and 

IRDAI will need to be actively engaged in bringing out timely guidelines, clarifying industry 

queries, and issuing requisite training programs for financial professionals. Firms, particularly 

SMEs, require more handholding to facilitate ease of compliance hurdles and maintain transition 

expenses under control. Technology's role will be key to streamlining financial reporting by 

automating it, using artificial intelligence, and data analytics facilitating firms to achieve accuracy 

and efficiency in disclosures. Additionally, there will be a strong focus on capacity building, 

training programs, and curriculum reform at the academic level to equip professionals with the 

ability to deal with the intricacies of Ind AS. While India continues to progress towards 

establishing a globally converged financial reporting system, it will be important to ensure 

collaboration among regulators, business enterprises, auditors, and academicians to reap the 

maximum advantage of Ind AS while minimizing the problems associated with it. 

 

2. Conclusion 

The implementation of Indian Accounting Standards (Ind AS) is a landmark in the financial 

reporting sector of India, bringing it at par with international best practices, and increasing 

transparency, comparability, and reliability of financial reports. The implementation has impacted 

corporate entities, investors, regulators, and auditors extensively, causing enhanced financial 

disclosure and making them more investor confident. Fundamental shifts, including fair value 

measurement, lease capitalization, financial instrument classification, and revenue recognition, 

have transformed the reporting and interpretation of financial performance. The effects on 

financial measures, as demonstrated through calculation and case studies, reflect the extent of 

change that companies have experienced in their financial reporting systems. While the 

implementation of Ind AS has several benefits, such as increased ease of accessing international 

capital markets and better risk evaluation, it is not challenge-free. Companies, especially small and 

medium-sized companies, are subject to hurdles in the form of regulatory compliance, training of 

accountancy professionals, and getting used to changing standards.  

 

In the future, ongoing improvement and upgrades in Ind AS, as per International Financial 

Reporting Standards (IFRS), will be mandated to match the ever-changing global financial 

situation. Organizations will be required to invest in strong financial systems, advanced 

technologies, and capacity building programs for facilitating ease of compliance as well as long-

term maintainability in financial reporting. Policymakers and regulators will also need to consider 

reducing the complexity for all stakeholders by providing clear guidance as well as suitable support 

systems. In general, Ind AS adoption is less of a compliance issue than a strategic move towards 

increasing the depth of India's integration into the world financial system. It has encouraged better 

corporate governance, enhanced financial decision-making, and developed a greater transparency 

business culture. As with increased integration of India with the global economy, a smartly 

designed and continually changing accounting structure will play an important role in maintaining 

investor confidence and spurring long-term economic growth. 
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