
International Financial Reporting Standards (IFRS) 

International Financial Reporting Standards (IFRS) are principles-based Standards, Interpretations and the 

Framework (1989) adopted by the International Accounting Standards Board (IASB). 

Objective of IFRS 

A financial statement should reflect true and fair view of the business affairs of the organization. As these 

statements are used by various constituents of the society / regulators, they need to reflect true view of 

the financial position of the organization.  

Introduction of IFRS convergence in India 

A financial reporting system supported by strong governance, high quality standards, and firm regulatory 

framework is the key to economic development. Indeed, sound financial reporting standards underline 

the trust that investors place in financial reporting information and thus play an important role in 

contributing to the economic development of a country. The Institute of Chartered Accountants of India 

(ICAI) as the accounting standards-formulating body in the country has always made efforts to formulate 

high quality Accounting Standards and has been successful in doing so. Indian Accounting Standards have 

withstood the test of time. As the world continues to globalize, discussion on convergence of national 

accounting standards with International Financial Reporting Standards (IFRS) has increased significantly.  

 

Meaning of ‘Convergence’ with IFRS 

 

In general terms, ‘convergence’ means to achieve harmony with IFRS; in precise terms convergence can 

be considered “to design and maintain national accounting standards in a way that financial statements 

prepared in accordance with national accounting standards draw unreserved statement of compliance 

with IFRS”. In this context, attention is drawn to paragraph 14 of International Accounting Standard (IAS) 

1, Presentation of Financial Statements, which states that financial statements shall not be described as 

complying with IFRS unless they comply with all the requirements of IFRS. Thus, ‘convergence with IFRSs’ 

means adoption of IFRS. 

IFRS applicability 

ICAI has decided that IFRSs should be adopted for public interest entities from the accounting periods 

commencing on or after 1st April, 2011. 

 

Accordingly, the ICAI is of the view that a public interest entity should be an entity: 

 

(i) whose equity or debt securities are listed or are in the process of listing on any stock exchange, 

whether in India or outside India; or 

 

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

entity; or 

 

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

preceding accounting year; or 

 

(iv) which has public deposits and/or borrowings from banks and financial institutions in excess of rupees 

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

 

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



Convergence with IFRS – Stage-wise Approach 

 

 

Stage I Stage II Stage III Stage IV 

I II III IV V 

IA IB   IIIA IIIB     

IAS 11 IAS 2 IAS 18 IAS 17 IAS 12 IAS 1  IAS 29 

IAS 23 IAS 7 IAS 21 IAS 19 IAS 24 IAS 8   

  IAS 20 IAS 26 IAS 27 IAS 41 IAS 10   

  IAS 33 IAS 41 IAS 28 IFRS 3 IAS 16   

  IAS 36 IFRS 2 IAS 31 IFRS 6 IAS 32   

  IAS 38 IFRS 5 IAS37 IFRS 8 IAS 34   

          IAS 39   

          IFRS 1   

          IFRS 4   

          IFRS 7   

 

 

 

The ICAI examined whether convergence with IFRS can be achieved stage wise as below: 

 

 

Stage I:  Convergence with IFRS falling in Category I immediately. 

Stage II:  Convergence with IFRS classified in Category II and Category III after a certain period of time, 

say, 2 years after various stakeholders have achieved the level of technical preparedness and 

after conceptual differences are resolved with the IASB. 

Stage III:  Convergence with IFRS classified in Category IV only after necessary Amendments are made 

in the relevant laws and regulations. 

Stage IV: Convergence with IFRS classified in Category V by way of adoption on full convergence. 

 

 

 

 

 

 

 


