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INTRODUCTION

The International Financial Reporting Standards (IFRS) are rapidly emerging as a globally accepted accounting
frame work with over 100 countries mandating or permitting IFRS.IFRS was implemented in January 2005 with
more than 8,000 European listed companies adopting them; with its inherent benefits in the global economy
countries like Australia, Hong Kong, China and the Middle East have mandated IFRS compliance for listed
companies. The Institute of charted Accountants of India has announced a coverage declaration for all public
interest entities from 1 April 2011.

Need for the Study:

In the era of Globalization, Liberalization and Privatization it is very important to have a worldwide common
language for financial reporting to present the financial statements on uniform basis. Most of the companies in the
world deal their financial operations through stock exchanges. It is essential for the companies to get list with Stock
Exchanges. Hence, for maintain consistency in entire global wide reporting standards increases. IFRS, formerly
known as International Accounting Standards (1AS), clearly addresses this issue; its goal is to create comparable,
reliable, and transparent financial statement that will facilitate greater cross-border capital raising and trade.

Operating Mechanism of IFRS

The goal of IFRS is to provide the world’s integrating capital markets with a common language for financial
reporting. An Independent standard setting board consisting of 14 members from nine countries, including the
United States will do a thorough, open and transparent due process with investors, regulators, business leaders and
the global accounting professionals at every stage and a collaborative efforts will be done to form a financial
reporting standard which suits with the worldwide standard-setting community. The Members consists major
accounting firms, private financial institutions and industrial companies, central and development banks and other
international and professional organizations throughout the world.

Objectives of the study:

1) To Know about International Financial Reporting Standards

2) To Study the operating Mechanism of IFRS

3) To study and interpret various issues arising from IAS and IFRS

The international accounting standard committee foundation is not-for-profit, a private sector body that raises funds
to support operations of the International Accounting Standard Board as an independent accounting standard-setter.

The IASC Foundation staff has been prepared, the list is: Till date, IASB has issued 30 IAS and 8 IFR. It has also
issued 11 SICs and 17 IFRICs to provide guidance on some interpretation issues arising from IAS and IFRS.

IFRS 1: First-time Adoption of International Financial Reporting Standards.
IFRS 2: Share-based Payment.

IFRS 3: Business Combinations

IFRS 4: Insurance Contracts

IFRS 5: Non-Current Assets Held for Sale and Discontinued Operations
IFRS 6: Exploration for and Evaluation of Mineral Resources

IFRS 7: Financial Instruments: Disclosures

IFRS 8: Operating Segments

Advantages of IFRS:

Converting to IFRS is a complex process; however these standards have important and positive consequences for
individuals and organizations that adopt them.
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1. For Investors: Greater investment opportunities will be available to investors as much information is
available for decision making and reports as easy to compare among the competitors.

2. For Companies: Possibility for consistent reporting standard from subsidiaries in many different countries.
Cost of capital can be reduced from greater cross-border capital raising and trade.

3. For National Regulatory bodies: More and proper disclosure is possible in this system of reporting for
market participants. Hence, it is easy for national and international market regulatory bodies to control the
market participants.

IFRS 1: First-time Adoption of International Financial Reporting Standards.

The objective of this IFRS is to ensure that an entity’s first IFRS financial statements, and its interim financial
reports for part of the period covered by those financial statements, contain high quality information. An entity shall
prepare and present an opening IFRS statement of financial position at the date of transition to IFRSs. This is the
starting point for its accounting under IFRSs. In general, the IFRS requires an entity to comply with each IFRS
effective at the end of its first IFRS reporting period. The IFRS grants limited exemptions from these requirements
in specified areas where the cost of complying with them would be likely to exceed the benefits to users of financial
statements. It also prohibits retrospective application of IFRSs in some areas, where it requires the judgments by
management.

IFRS 2: Share-based Payment.

The objective of this IFRS is to specify the financial reporting by an entity when it undertakes a share-based
payment transaction. In particular, it requires an entity to reflect in its profit or loss and financial position the
effects of share-based payment transactions. It includes the share based payment transactions like the expenses
associated with transactions in which share options are granted to employees, transfers of equity instruments of the
entity’s parent, or equity instruments of another entity in the same group as the entity, to parties that have supplied
goods or services to the entity.

IFRS 3: Business Combinations

The objective of this IFRS is to enhance the relevance, reliability and comparability of the information that an
entity provides in its financial statements about a business combination and its effects. It does that by establishing
principles and requirements for how an acquirer provides all the necessary information in about the business
combination.

The IFRS requires the acquirer to disclose information that enables users of its financial statements to evaluate the
nature and financial effect of business combinations that occurred during the current reporting period or after the
reporting date but before the financial statements are authorized for issue. After a business combination, the
acquirer must disclose any adjustments recognized in the current reporting period that relate to business
combinations that occurred in the current or previous reporting periods.

IFRS 4: Insurance Contracts: IFRS is the first guidance from the IASB on accounting for insurance contracts-but
not the last. A comprehensive project on insurance contracts is under way. The board issued IFRS 4 it saw an
urgent need for improved disclosures for insurance contacts and some improvements to recognition and
measurement practices in time for the adoption of IFRS by listed companies throughout Europe and elsewhere in
2005.

Accounting policies

The IFRS exempts an insurer temporarily (until completion of phase 11 of the insurance project) from some
requirements to consider IAS 8 accounting policies changes in accounting estimates and errors in selecting
accounting policies for insurance contracts. However , the standard Prohibits provisions for possible claims under
contracts that are not in existence at the reporting dates (such as catastrophe and equalization provisions).

Requires a test for adequacy of recognized insurance liabilities and an impairment test for reinsurance assets
Requires an insurer to keep insurance liabilities in its balance until they are discharged or cancelled or expire and
prohibits offsetting insurance liabilities against related reinsurance assets and income or expense from the related
insurance contracts.

Changes in accounting policies

IFRS 4 permits an insurer to change its accounting policies for insurance contracts only if as a results its financial
statements present information that is more relevant and no less reliable or more reliable and no less relevant in
particular an issuer can’t introduce any of the following practices although it may continue using accounting
policies that involve them:
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Measuring insurance liabilities on an undiscounted basis
Measuring contractual rights to future investment management fees at an amount that exceeds their fair value as
implied by a comparison with current marked market based fees for similar services

Rating agency analysis of IFRS 4

Fitch ratings — a leading global fixed income rating agency —has analyses the implication of IFRS 4 insurance
contracts and has concluded the Fitch “does not expect any rating actions as a direct result of the move to IFRS.
However the Fitch cannot rule out the possibility that the additional disclosure and information contained in the
accounts could lead to rating changes due to improved perceptions of risk based on the enhanced information
available .The special report mind the GAAP. Fitch view in insurance IFRS provides an overview of IFRS4 and the
issues being addressed in phasell of the IASB Insurance project assess the implication including increased
volatility greater use of discounting and fair values changes to income recognition and enhanced disclosers and
discusses the changes effect rating analysis .

IFRS 5: Non-Current Assets Held for Sale and Discontinued Operations

IFRS 5 achieves substantial convergence with the requirements of IFRS 144 accounting for the impairment or
disposal of long lived assets with respect to the timing of the classification of operations as discontinued operations
and the presentation of such operations. With respect to long lived assets that are not being disposed of the
impairment recognition and measurement standards in SFAS are significantly different from those in IAS 36
impairment of assets however those differences were not addressed in the short term 1ASB-FASB convergence
project.

IFRS 6: Exploration for and Evaluation of Mineral Resources:

The objective of this IFRS is to specify the financial reporting for the exploration for and evaluation of mineral
resources. Exploration for and evaluation for mineral resources is the search for mineral resources, including
minerals oil, natural gas and similar non-regenerative resources after the entity has obtained legal rights to explore
in a specific area, as well as the determination of the technical feasibility and commercial viability of extracting the
mineral resource.

It permits an entity to develop an accounting policy for exploration and evaluation assets without specifically
considering the requirements of paragraphs 11 and 12 of IAS 8. Thus, an entity adopting IFRS 6 may continue to
use the accounting polices applied immediately before adopting the IFRS. This includes continuing to use
recognition and measurement practices that are part of those accounting policies.

IFRS 7: Financial Instruments: Disclosures:
The objective of this IFRS is to require entities to provide disclosures in their financial statements that enable users
to evaluate:
a) the significance of financial instruments for the entities financial position and performance: and
b) The nature and extent of risks arising from financial instruments to which the entity is exposed during the
period and at the end of the reporting period, and how the entity manages those risks. The qualitative
disclosures describe management’s objectives policies and processes for managing those risks. The
quantitative disclosures describe management’s objectives, policies and processes for managing those
risks. The quantitative disclosures provide information about the extent to which the entity is exposed to
risk, based on information provided internally to the entities key management personnel. Together, these
disclosures provide an overview of the entity’s use of financial instruments and the exposures to risks they
create.

IFRS 8: Operating Segments:

This IFRS specifies how an entity should report information about its operating segments in annual financial
statements and, as a consequential amendment to 1AS 34 Interim Financial Reporting, requires an entity to report
selected information about its operating segments in interim financial reports. It also sets out requirements for
related disclosures about products and services, geographical areas and major customers. The IFRS requires an
entity to report financial and descriptive information about its reportable segments. It also requires an entity to
report a measure of operating segment profit or loss and of segment assets and also requires an entity to report a
measure of segment liabilities and particular income and expense items if such measures are regularly provided to
the chief operating decision maker. It requires reconciliations of total reportable segment revenues, total profit or
loss, total assets, liabilities and other amounts disclosed for reportable segments to corresponding amounts in the
entity’s financial statements

Abbreviations
SICs: Standing Interpretations Committee
IFRIC: International financial Reporting Interpretations Committee
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CONCLUSION

The study sheds light on the undeniable need for a profound paradigm shift in financial reporting standards to meet
the evolving demands of the modern business landscape. The traditional, rule-based approach has served its
purpose, but the complexities of today's global economy require a more principles-based and forward-looking

framework
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