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ABSTRACT

Indian financial reporting is having a historic and landmark change through the
transition from Indian GAAP to Ind-AS from annual period beginning on or after April 1, 2016.
Convergence with IFRS set of standards is made in India with carve outs to take care of local
issues relevant to the country. IFRS converged standards are known as Indian Accounting
Standards (Ind-AS) and containing a good number of carve outs from IFRS. The study
analyzes the disclosure practice of companies who are required to adopt Ind-AS in the first
phase w.e.f. 1.4.2016. The companies are selected on random basis from the population of
Listed first phase Ind-AS adopters. The disclosures in 2015-16 financial year (FY) or 2015
calendar year along with disclosures in the interim financial results of the first quarter of 2016-
17 are studied . The results of the study indicate that there is wide diversity among the sample
companies regarding disclosure on Ind-AS adoption. A depth analysis of contents of disclosure
reveals the companies are not forthcoming with detailed disclosure. It may be hoped that
quality of disclosure will improve over time and the issues of diversity will be addressed over
time through learning process and regulatory interventions.
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Introduction
Indian financial reporting is having a historic and landmark change through the

transition from Indian GAAP to IFRS converged standards from annual period beginning on or
after April 1, 2016. Convergence with IFRS set of standards is made in two ways. One is
adoption of IFRS set of standards in totality and other is preparation of  IFRS converged  set of
standards with carve outs to take care of local issues relevant to the country concerned. India
has taken the second method of adoption and its IFRS converged standards are known as
Indian Accounting Standards (IndAS) and containing a good number of carve outs from IFRS.
The Ministry of Corporate Affairs(MCA) has laid down the road map for application of IFRS
converged standards(Ind AS) to Indian companies in a phased manner and mandatory phase
has started from the financial year beginning on or after April 1, 2016 for listed companies
meeting prescribed threshold conditions.

Against this backdrop, the study is aimed to analyze the disclosure practice of
companies who are required to adopt Ind AS in the first phase w.e.f. 1.4.2016. The companies
are selected on random basis from the population of Listed first phase Ind AS adopters. The
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disclosures in 2015-16 financial year (FY) or 2015 calendar year along with disclosures in the
interim financial results of the first quarter of 2016-17 are studied. The data regarding
disclosure were first handpicked from Annual Reports and quarterly financial result submitted
with stock exchanges. The paper also investigates the impact of IFRS adoption on quarterly
results of the sample companies.

This is a unique study on impact on quarterly financial results of mandatory IFRS
converged standards on quarterly financial results. Some earlier studies have dealt with such
impact for voluntary adoption. But voluntary adopters may have different incentives for
preparation of financial statements based on IFRS. Our contribution to literature includes study
on disclosures in quarterly results.

The remainder of the paper is designed as follows: Section 2 gives a brief overview of
the literature relevant to this paper. The journey of IFRS implementation in India and important
events are discussed in Section 3.Section 4 provides details about data and methodology
adopted. Section 5 focuses on the findings relating to the extent of disclosure in the interim
results and diversities in such disclosures.  In section 6, impact of Ind AS adoption on profit of
sample companies is reported and analyzed. The final section concludes the paper.
Review of Earlier Studies

In general, accounting literature provides evidences that accounting qualify has
significant bearing on economic decision making of stakeholders and thus it has economic
consequences. Obviously, change of GAAP is likely to affect accounting quality. There are a
good number of studies, mostly, in the context of European Union Countries, dealing with
economic consequences of accounting standard changes. It is argued that IFRS adoption will
increase the accounting quality and following economic consequences may follow:
 Information asymmetry should decrease.
 Earning management should decrease.
 Accounting data should be more value relevant.
 The cost of capital should decrease.
 Efficiency of capital allocation should increase.
 Mobility of capital should increase.

Soderstrom& Sun (2007) is a good review article on IFRS adoption and accounting
quality. Some important studies in this area include Ashbaugh & Pincus (2001), Cuijpers &
Buijink (2005), van Tendeloo & Vanstraelen (2005), Barth et.al. (2006), Bushman et.al. (2006),
Hung & Subramanyam (2007), and Armstrong et.al. (2010).

IFRS implementation and related issues are studied from different perspectives. The
important areas of different studies may be divided into following categories.
 Motivation behind convergence with IFRS set of standards.
 The level of convergence with IFRS among different countries adopting IFRS.
 The processes of IFRS implementation and differences of these processes.
 Effects of IFRS implementation particularly, effects on quality of financial reporting

comprising areas like comparability, transparency, disclosure etc.
 Effects of implementation of IFRS accounting system on the financial performance and

financial position of reporting entities.
 Value relevance of IFRS based accounting. Value relevance implies the ability of

accounting number to predict changes in the market value of shares of reporting
entities.
As our study relates to above sub-topics, we concentrate on those and also discuss

India related studies on the process of IFRS implementation.
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Convergence with IFRS may be formal and generally imposed through regulatory
process. This is called convergence (Craner et al.,2000). Studies on the implementation
process give stress on the issue of the impact of the national movement. It is assumed that
local political and economic institutions have a great impact on the level of convergence and
enforcement (Ball, 2006). A good number authors posit that international differences in the
financial reporting practices will not disappear and diversity will exist as such differences are
endogenous and interpretations are influenced by accounting culture and past practice of the
country concerned (Tokar, 2005;Schipper,2005; Hoogerdoorn,2006;Alexander and Servalli,
2009). Studies on convergence process also deals with a particular country or a few countries
together. Albu et al., 2011 is a detailed study about IAS/ IRFS implementation in Romania. The
study investigates in depth the two stages of IAS/ IRFS implementation and reports that the
outcome of implementation is more significant in the 2nd stages although it covers only listed
companies.

Jermakowicz et al. (2006) analyzed the process of implementation of IFRS European
publicly funded companies and according to the authors approach towards conversion (i.e.,
only consolidation or comprehensive beyond consolidation) is important to harness the
benefits of conversion to IFRS set of standards.

The study by Fearnley and Hines (2007) attempted to trace the development of attributes
towards IFRS convergence before 2005. It is argued that from the perspectives of smaller
companies, IFRS is overly complex and the needs of Small & Medium Enterprises are not given
due importance in the convergence process. Similarly, the study of Chand & White (2007) on
convergence of domestic standards with IFRS indicates that the influence of Multinational
Enterprises and big accounting firms has a role in transfer of economic resources in their favour
and in most of the cases the interest of general public of the country concerned is ignored.

There is lack of empirical studies in Indian context on IFRS adoption. Most of the studies
are descriptive in nature or case study type. Jain (2011) discusses about opportunity and
challenges of IFRS implementation in India. Swamynathun & Sindhu (2011) examined impact on
financial statements due to adoption of IFRS. It is a case study on Wipro Ltd. The study
concluded that IFRS is less conservative than Indian GAAP as in IFRS based financial
statements total assets have been increased. Bhargava & Sikha (2013) also examined impact of
IFRS adoption for Wipro Ltd. This study examined the effect on financial ratios. Muniraju &
Ganesh (2016) examined the awareness of stakeholders towards the implementation of IFRS in
India. The authors also discuss about likely effect of IFRS implementation on different industry
sectors. Overall, these studies are not designed very rigorously and lack empirical analysis.

Achalapati (2015) is a detailed study to identify the statistically significant differences
between the Indian GAAP based on IFRS based financial statements of sample companies.
The author used financial ratios to identify differences. The study is based on 10 companies
that have voluntarily adopted IFRS reporting. The results of the study indicate that adoption of
IFRS has led to significant increases in liquidity, profitability and valuation ratios.
IFRS Implementation in India

In India, attempts were made time to time for convergence of Indian GAAP with IFRS.
One of the basic advantages of India is its Anglo-Saxon model of accounting in preference to
the code law system. Indian accounting standards are formulated based on IFRS set of
standards but there are various exclusions and a few important standards are not introduced.
India took convergence root for implementation of IFRS in India. The adoption of IFRS-
converged Indian Accounting Standards is now a reality after almost a-decade-long
deliberations and a failed attempt in 2011. The quarter ending June 30, 2016 is the first quarter
of Ind AS compliant financial statement reporting for companies fulfilling the prescribed
conditions in the first phase.
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The events that were important from the context of IFRS implementation in India are
listed in Exhibit I chronologically.

Exhibit 1
Journey to IFRS

Year & Month Event
2011, February Converged Standards (Ind AS) formulated.
2010, January Time line of implementation notified by the Central Government
2011, February Postponement of adoption of Converged Standards.
2015, February IFRS converged standards (Ind AS) are given legal recognition through notification

of rules.
2016, January Roadmap prescribed.
2016, March Deferment of implementation of Ind. As 115 “Revenue from Construction Contract

with Customers”

The roadmap of IFRS implementation as given below indicates that there was would
be phased adoption and banking and non-banking finance companies (NBFC) were excluded
in the first phase.
Phase I

Ind AS set of standards are  mandatorily applicable to the following companies for
periods beginning on or after 1 April 2016, with comparatives for the period ending 31 March
2016 or thereafter:
 Companies whose equity and/or debt securities are listed or are in the process of

listing on any stock exchange in India or outside India and having net worth of 500
crore INR or more excluding any banking  company and Non-banking Financial
Company(NBFC).

 Companies having net worth of 500 crore INR or more other than those covered
above.

 Holding, subsidiary, joint venture or associate companies of companies covered
above.

Phase II
Ind AS standards are made  be mandatorily applicable to the following companies for

periods beginning on or after 1 April 2017, with comparatives for the period ending 31 March
2017 or thereafter:
 Companies whose equity and/or debt securities are listed or are in the process of

being listed on any stock exchange in India or outside India and having net worth of
less than rupees 500 Crore.

 Unlisted companies other than those covered in Phase I and Phase II whose net worth
are more than 250 crore INR but less than 500 crore INR.

 Holding, subsidiary, joint venture or associate companies of above companies
For the purpose of determining applicability, net worth will be determined based on the

standalone accounts of the company as on 31 March 2014 or the first audited period ending
after that date. It is also clarified that Ind AS will apply to both consolidated and stand-alone
financial statements of a company covered by the roadmap.
Sample & Methodology

The study is an early attempt to determine the nature of disclosure by the IFRS
converged standards adopters who are required to prepare their accounts following Ind AS
w.e.f.1.4.2016. The major objective of this study is to analyze disclosure practice relating to
first time adoption of Ind AS by listed companies in India fulfilling prescribed threshold
condition i.e., having net worth more than Rs. 500 crores. Due to time and resource
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constraints we have restricted ourselves to BSE 500 companies. Our choice is based on the
fact that 500 companies comprising BSE 500 index represent 94% of total market
capitalization of all listed companies. It is observed that 411 firms comprising BSE 500 index
are having net worth amounting to Rs. 500 crores or more. From 411 companies meeting the
threshold conditions, we choose 20 companies randomly through computer using “Rande
Between” function. List of sample companies is given in Annexure 1. Our sample is broad
based. Segment classification   of sample companies is given in Table 1 below.

Table 1: Segment Classification of Sample Companies
Industry Segment No. Of Companies

Private Sector Companies PSUs MNEs Total
Auto Components 3 1 4
FMCGs 2 1 3
Logistics - 1 - 1
Oil Exploration - 1 1 2
Oil Marketing - 2 - 2
Pharma 1 - 1 2
Power - 1 - 1
Metal 2 1 - 3
Others 2 - - 2

Total 10 6 4 20
Source: CMIE Prowess Database. Results Computed

In our sample, there are 6 PSUs and 4 MNEs. There are companies from different
industry segments and no industry segment has more than 3 companies.

The quarter ended 30.6.2016 is the first quarter in which accounts are prepared by the
prescribed companies following Ind AS. Accordingly, for the purpose of analysis we have
considered interim results for the quarter ended 30th June 2016. Our analysis was made to find
out nature of disclosure and diversity in disclosure among sample companies. We have also
made analysis of impact on profit as compared to that of  previous quarter. For such analysis
we have used disclosure in the reconciliation of profit section as provided in the notes to
results statement.

We have obtained interim financial results related data from the filing of the
concerned companies with stock exchange. Scanned copy of such filings as available through
the website of stock exchanges are downloaded and used for depth analysis. We have
handpicked the required data through close scrutiny of quarterly results.
Disclosures in Interim Results

We have considered disclosures in the quarterly results for the quarter ended
30thJune,2016, being the first quarterly results where the companies need to make disclosure
regarding transition to Ind AS from Indian GAAP for preparation of financial statements. We also
considered disclosure in the annual report of the financial year preceding 1stApril,2016. We made
content analysis to extract the disclosures by the sample companies and analyzed the
disclosures to identify the exhaustiveness and level of transparency of such disclosures.
Furthermore, it is attempted to analyze diversity of such disclosures among the sample
companies. The preparation of interim results including disclosure by listed companies is now
governed by the Securities and Exchange Board of India (Listing Obligations And Disclosure
Requirements) Regulations, 2015 (w.e.f. 1.12.2015).The Securities and Exchange Board of India
(SEBI) is the regulatory authority for preparation of interim results by listed companies in India.

All sample companies have given at least one note to explain the transition. Generally,
there is only a mention about the transition but no details are given about nature of changes in
major accounting policies. As per Ind AS 101, a company needs to give reconciliation of profit
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as per previous GAAP and that as par IFRS in respect of three periods viz., corresponding
quarter, preceding quarter and last financial year audited. For interim results for the quarter
ended 30.06.2016, preceding quarter is q/e 31.3.2016, corresponding quarter is q/e
30.06.2015 and last audited financial is year ended 31.03.2016. However, SEBI vide its
Circular No. CIR/CFD/FAC/62/2016 dt. July 05, 2016 has given exemption regarding providing
reconciliation of profit for preceding quarter and previous financial year. Our analysis reveals
that sample companies are not adopted uniform approach for availing of this particular
exemption. Out of 20 sample companies 8 companies have provided reconciliation for all the
three period viz., Quarter ended 30.6.2015, Quarter ended 31.3.2016 and year ended
31.3.2016. All other companies have provided reconciliation of profit for the quarter ended
30.6.2015 only. One sample company has provided reconciliation of profit for all the preceding
four quarters and for the preceding year.

Disclosure regarding transition is generally made through one note and reconciliation
is provided in another note in the statement. The areas of diversities are as under:
 Sample companies have not provided details of changes in accounting policies

uniformly. 4 sample companies provided some explanatory notes about changes in
accounting policies due to transition and explained the effects on Ind AS related profit
of the corresponding quarter.

 Two sample companies have provided clarificatory notes about not providing
reconciliation of profit for preceding year and preceding quarter. Others are silent
about this issue.

 Two sample companies have provided reconciliation of equity. Since, equity capital &
reserves are disclosed in the interim results, such reconciliation is helpful. If no change
in equity happens due to transition that may also require disclosure.

 Two sample companies have provided reconciliation of profit upto net profit only
instead of that upto comprehensive Income. This type of disclosure is not in conformity
with the requirement of the relevant accounting standard.

 In respect of 5 sample companies, auditors have given a disclaimer in the limited
review report that related figures of corresponding quarter and preceding year have
not been checked by the auditor. In few cases, the company also given a note
explaining that restated figures are prepared by the management and those are not
subjected to limited review.

 A few sample companies have not mentioned the transition date i.e., 1.4.2015.
Effects of Ind AS Adoption on Financial Performance

IFRS set of standards and Ind AS set of standards are not same since there are many
carve outs. Carve outs are deviations and those are generally perceived as non-desirable,
since they dilute the key purpose of converging with IFRS (i.e., to have a common set of
accounting standards across countries, provide seamless access to international capital.
Nevertheless, there are major differences between erstwhile Indian GAAP and Ind AS set of
standards. Obviously, transition to Ind AS requires change in measurement and disclosure in
many areas. In the transition year, a company is required to provide reconciliation of profit and
comprehensive income as restated by applying IFRS set of standards with those presented by
applying erstwhile GAAP the previous year. This requirement applies to reporting of interim
results also.

As mentioned elsewhere in this paper, all sample companies have provided
reconciliation of profit of corresponding quarter of the previous year. Accordingly, an analysis is
made about effect on profit due to transition. This analysis is informative in the sense that, it
helps investors and stakeholders to assess the likely effect of transition on reported profit. All the
sample companies have reported profit in the quarter under consideration. There are 13 cases of
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increase in profit and in 7 other cases adoption of converged IFRS standards has led to
decrease in profit. Magnitude of change varies among sample companies (Table 2).Out of 13
cases of increase in profit due to transition, in 9 cases magnitude is nominal being less than 2%.
Only in one case it is more than 30%. Among decrease in profit cases, magnitude of change is
higher, as there are 3 cases of 10% to 30% change and 2 cases of 2% to 5% change.

Table 2: Change in Profit Due to Ind AS Adoption
Magnitude of Change Increase Decrease Total

0 to 1% 4 1 5
1% to 2% 4 1 5
2% to 5% 3 2 5
5% to 10% - - -
10% to 20% 1 1 2
20% to 30% - 2 2
More than 30% 1 - 1

Total 13 7 20
Source: Interim Results of Sample Companies. Results computed

Table 3 gives descriptive statistics of changes in profit. Overall average of change is
10.22% . Average of positive change in profit is 22.06% with standard deviation (S.D) as high
as 73.84%. Range is 0.17% to 267.80%. For negative change cases, average is (-) 13.30%
and S.D. is 14.41%. Range of negative changes cases is (-) 0.55% to (-) 33.03%.

Table 3: Descriptive Statistics of Change in Profit (%)
Parameter Only Increase Cases Only Decrease Cases All Cases
Mean 22.06 -13.30 10.22
Median 1.64 -4.15 0.56
S.D 73.84 14.41 61.72
Max 267.80 -0.55 267.80
Min 0.17 -33.03 -33.03
No. of firms 13 7 20

Source: Interim Results of Sample Companies. Results Computed

Apparently, average change appears to be high, but median value of 0.56% indicates
that change in profit due to IFRS adoption is not very substantial in most of the cases. We
have tried to find out the role of outliers for making the average high. It is identified that there is
one outlier (with value 267.80%) by calculating and evaluating Z score. Table 4 gives
descriptive statistics of change in profit without outlier. Overall average of changes is (-)3.90%.
Thus, change in profit is less than 5% for all cases. Average increase is only 1.59% (closer to
median value of 1.54%) when only increases in profit cases are considered.

Table 4: Descriptive Statistics of Change in Profit (%) without Outliers
Parameter Only Increase Cases Only Decrease Cases All Cases

Mean 1.59 -13.30 -3.90
Median 1.54 -4.15 0.33
S.D 1.23 14.41 11.16
Max 4.05 -0.55 4.05
Min 0.17 -33.03 -33.03
No.of firms 13 7 20

Source: Interim Results of Sample Companies. Results Computed

We have carried a paired sample t-test to measure statistical significance of the
difference in mean values of profit reported under erstwhile Indian GAAP and that restated
under Ind AS. The result of analysis using SPSS 17 is presented in Table 5. The results
indicate that p.value is not significant and it may be concluded that IFRS adoption does not
significantly affect the net profit of sample companies. Our result is similar to that of Achalapati
(2015) where author has found no significant difference in the case of net profit ratio.
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Table 5: Paired Samples Test (Profit as per Indian GAAP and Ind AS)
N Paired Differences

Mean S.D. Std. Error t p
20 (-) 9.37 43.98 9.8355 (-)0.953 0.353

Source: SPSS 17 Output

Conclusion
Overall, results indicate that in India, adoption of IFRS converged has some impact on

profit. Indian GAAP standards are formulated substantially on the basis of IFRS. Besides,
there are many crave outs in Ind AS. Hence, impact on profit of sample companies in most of
the cases is not substantial. Investors and financial analyst should pay particular attention to
situation of each company and make decision after identifying the causes of changes.
Furthermore, unrealized gains and losses are not considered in profit calculation and reported
as a part of comprehensive income. This issue also requires depth analysis. The impact on
ratio level may show different picture as absolute change in profit is only considered in this
study due to lack of data. The empirical results of our initial exploration raise some interesting
questions and suggest the need for further research. First, our sample size is small and there
is scope of making detailed research with larger sample size. Second, apart from effect on
financial results, IFRS adoption has impact on balance sheet data and financial ratios. Such
data being not available in the interim results, such an analysis could not be attempted. The
results of the study indicate that there is wide diversity among the sample companies
regarding disclosure on Ind AS adoption. A depth analysis of contents of disclosure reveals the
companies are not forthcoming with detailed disclosure. It may be hoped that quality of
disclosure will improve over time and the issues of diversity will be addressed over time
through learning process and regulatory interventions.
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Annexure 1
List of Sample Companies
 Balkrishna Ltd.
 Bharat Forge Ltd.
 Cadila Healthcare Ltd
 Colgate Palmolive (India) Ltd.
 Container Corporation of India Ltd.
 Cummins India Ltd.
 Dabur India Ltd.
 Emami Ltd.
 Glaxosmithkline Pharmaceuticals Ltd.
 Hindustan Petroleum Corporation Ltd.
 Hindustan Zinc Ltd.
 Indian Oil Corporation Ltd.
 JSW Steel Ltd.
 Motherson Sumi Systems Ltd.
 NHPC Ltd.
 Oil India Ltd.
 Piramal Enterprises Ltd.
 PVR Ltd.
 United Breweries Ltd.
 Vedanta Ltd.




