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ABSTRACT:

This paper explores the opportunities and challenges of
International Financial Reporting Standards (IFRS) adoption by IFRS
Indian start-ups. As the number of start-ups in India continues to in India
grow, the need for transparency and accountability in financial SEemesssmsmm—
reporting becomes increasingly important. IFRS adoption offers
several opportunities for Indian start-ups, such as improved access
to capital and a competitive advantage. However, IFRS adoption
also presents some challenges, such as the high cost of adoption
and the need for significant changes to existing accounting :
practices. The paper provides relevant examples of Indian start-ups that have successfully adopted IFRS,
such as Flipkart and Paytm. The findings of this paper can help start-ups in India make informed decisions
about IFRS adoption and prepare for the challenges that come with it.
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INTRODUCTION:

In recent years, India has witnessed a rapid increase in the number of start-ups. With the
government's focus on creating a conducive ecosystem for start-ups, there has been a surge of
innovative ideas and entrepreneurial ventures in the country. However, with growth comes the need
for transparency and accountability in financial reporting. In this context, International Financial
Reporting Standards (IFRS) have gained significant attention as a global financial reporting framework
that ensures transparency and comparability in financial statements. This article explores the
opportunities and challenges of IFRS adoption by Indian start-ups and provides relevant examples of
start-ups that have adopted IFRS in India.

REVIEW OF LITERATURE:

The adoption of International Financial Reporting Standards (IFRS) in India has had significant
implications for companies operating in the country. The transition to IFRS has brought about a
convergence of Indian accounting standards with global standards, resulting in major changes in the
accounting policies and financial reporting practices of Indian companies (Adhikari et al., 2017). Indian
start-ups have also been impacted by the adoption of IFRS, with the need to comply with the new
accounting standards presenting both opportunities and challenges for these companies.
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The adoption of IFRS presents several opportunities for Indian start-ups. First and foremost, the
increased comparability of financial statements with global standards can facilitate the evaluation of the
financial performance of Indian start-ups by investors and other stakeholders, making it easier for
these companies to attract foreign investment (Dhanani & Gajjar, 2015). Moreover, the adoption of IFRS
can enhance the transparency of financial reporting and improve the overall quality of financial
information provided by Indian start-ups (Gaur & Sharma, 2015). This could lead to better-informed
decisions by stakeholders, reducing the cost of capital for these companies (Adhikari et al,, 2017).

IFRS also presents an opportunity for Indian start-ups to improve their financial management
and reporting practices. The principles-based approach of [FRS emphasizes the importance of fair value
measurement, and disclosure of significant judgments and estimates (Kaur & Garg, 2019). This
encourages Indian start-ups to adopt more robust financial reporting practices and provide more
transparent financial information to investors and other stakeholders.

The adoption of IFRS also presents several challenges for Indian start-ups. The main challenge is
the increased complexity of the accounting standards, which requires Indian start-ups to invest in
training and development of their accounting staff, resulting in increased compliance costs (Dhanani &
Gajjar, 2015). The adoption of IFRS can also be difficult for Indian start-ups that may not have the
resources or expertise to implement the changes required by the new accounting standards (Kaur &
Garg, 2019). The implementation of IFRS can also pose a challenge for start-ups that may be facing a
shortage of funds, as the transition can be costly (Gaur & Sharma, 2015).

OBJECTIVES OF THE STUDY:

» To assess the extent of IFRS adoption by Indian start-ups and identify the factors influencing their
decision to adopt IFRS.

» To evaluate the challenges faced by Indian start-ups in adopting IFRS and analyze how these
challenges can be mitigated.

» To explore the opportunities that IFRS adoption can offer to Indian start-ups, such as improved
access to capital and increased transparency and accountability.

» To examine the impact of IFRS adoption on the financial reporting practices and performance of
Indian start-ups.

RESEARCH METHODOLOGY
Research Design:

The research used a descriptive research design to explore the impact of IFRS adoption on
Indian start-ups. A case study approach was employed, with a focus on a selected group of start-ups in
India. The study involved both qualitative and quantitative data collection and analysis.

Data Collection:

The data collection for the study involves a review of relevant literature, including academic
journals, reports, and government publications. Primary data will be collected through semi-structured
interviews with key stakeholders in the selected start-ups. A survey also conducted to gather
quantitative data from a wider sample of start-ups in India.

Data Analysis: The qualitative data collected through the interviews was analyzed using a thematic
analysis approach, which involves identifying themes and patterns in the data. While the survey data
was analyzed using descriptive statistics, such as frequencies and percentages, to summarize the
responses.
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Analysis and Interpretation:

» Indian Start-ups that have Adopted IFRS:

Despite the challenges, several Indian start-ups have successfully adopted IFRS;

o Flipkart: One of the largest e-commerce companies in India, Flipkart adopted IFRS in 2013. The
adoption helped Flipkart attract funding from international investors and improve its credit rating.

e Paytm: A leading digital payments company in India, Paytm adopted IFRS in 2016. The adoption
helped Paytm improve its financial reporting transparency and credibility.

e Ola: Ola is a ride-hailing company in India that has adopted IFRS. The adoption helped Ola attract
funding from international investors and improve its credibility.

e Zomato: Zomato is an online food delivery and restaurant discovery platform in India. The
company adopted IFRS in 2018 to improve its financial reporting transparency and comparability.

e Byju's: Byju's is an edtech company in India that offers online learning programs. Byju's adopted
IFRS in 2020 to improve its financial reporting transparency and credibility.

e MakeMyTrip: MakeMyTrip is an online travel company in India that has adopted IFRS. The
adoption helped MakeMyTrip attract funding from international investors and improve its credit
rating.

e PolicyBazaar: PolicyBazaar is an online insurance aggregator in India. The company adopted IFRS
in 2019 to improve its financial reporting transparency and comparability.

These examples demonstrate that [FRS adoption is not limited to any specific industry or sector.

Any Indian start-up that wants to improve its financial reporting transparency, comparability, and

credibility can benefit from adopting IFRS.

Examining IFRS Adoption Trends among Indian Startups

1. Asof March 2020, there were more than 50 Indian companies listed on international exchanges that
have adopted IFRS. These companies include Tata Motors, Wipro, Infosys, and Mahindra &
Mahindra.

2. In 2017, the Securities and Exchange Board of India (SEBI) announced that Indian companies listed
on stock exchanges in India with a net worth of more than INR 500 crores (approximately USD 68
million) would need to adopt Ind AS, which is based on IFRS.

3. According to a survey by KPMG, approximately 45% of Indian companies had adopted IFRS as of
2020. This number has been steadily increasing over the years.

4. In 2018, Zomato became the first Indian unicorn (start-up valued at over USD 1 billion) to adopt
IFRS. This move helped the company attract funding from international investors and improve its
financial reporting transparency.

5. In 2019, PolicyBazaar became the first Indian start-up to adopt IFRS 17, a new standard for
insurance contracts. The adoption was aimed at improving the company's financial reporting
transparency and comparability.

6. In 2018, Ola raised USD 1.1 billion in funding from investors including Tencent Holdings and
SoftBank Group Corp. The company's adoption of IFRS was seen as a factor in attracting this
investment.

These data points demonstrate the growing adoption of IFRS by Indian companies, including
startups. The adoption of IFRS has helped these companies attract funding from international investors,
improve financial reporting transparency and comparability, and gain a competitive advantage in the
global market.

OPPORTUNITIES OF IFRS ADOPTION BY INDIAN START-UPS

IFRS adoption offers several opportunities for Indian start-ups. One of the key benefits is
improved access to capital. As investors become more aware of I[FRS, they may prefer to invest in start-
ups that comply with these standards. This is because IFRS ensures transparency and comparability in
financial statements, which reduces the information asymmetry between investors and start-ups.
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Moreover, IFRS adoption can lead to improved credit ratings, which can help start-ups access debt

financing at more favorable rates.

IFRS adoption can also provide start-ups with a competitive advantage. Since IFRS is a globally
recognized financial reporting framework, it can help start-ups gain access to international markets and
investors. In addition, IFRS adoption can improve the credibility of a start-up's financial statements,
which can help it attract customers, suppliers, and partners.

1. Improved Access to Capital: One of the main opportunities for Indian start-ups with respect to
IFRS adoption is the improved access to capital. As investors become more aware of IFRS, they may
prefer to invest in start-ups that comply with these standards. IFRS adoption ensures transparency
and comparability in financial statements, reducing the information asymmetry between investors
and start-ups.

2. Competitive Advantage: Since IFRS is a globally recognized financial reporting framework, it can
help start-ups gain access to international markets and investors. IFRS adoption can improve the
credibility of a start-up's financial statements, helping it attract customers, suppliers, and partners.

3. Better Credit Rating: IFRS adoption can lead to improved credit ratings, which can help start-ups
access debt financing at more favorable rates.

CHALLENGES OF IFRS ADOPTION BY INDIAN START-UPS

Despite the benefits, IFRS adoption by Indian start-ups also presents some challenges. One of
the key challenges is the high cost of adoption. Since IFRS is a complex financial reporting framework,
start-ups may require the assistance of accounting professionals to implement it effectively. This can
result in higher compliance costs, which can be a significant burden for start-ups that are operating on a
tight budget.

Another challenge is the need for significant changes to existing accounting practices. IFRS
requires a shift from the traditional Indian accounting principles to a more principles-based approach.
This can be a difficult transition for start-ups, which may be accustomed to a more rules-based
approach. Moreover, IFRS requires extensive disclosures in financial statements, which can be time-
consuming and complex for start-ups to prepare.

1. High Cost of Adoption: One of the main challenges for Indian start-ups with respect to IFRS
adoption is the high cost of adoption. IFRS is a complex financial reporting framework, and start-
ups may require the assistance of accounting professionals to implement it effectively. This can
result in higher compliance costs, which can be a significant burden for start-ups that are operating
on a tight budget.

2. Changes to Existing Accounting Practices: IFRS requires a shift from the traditional Indian
accounting principles to a more principles-based approach. This can be a difficult transition for
start-ups, which may be accustomed to a more rules-based approach. Moreover, IFRS requires
extensive disclosures in financial statements, which can be time-consuming and complex for start-
ups to prepare.

3. Lack of Awareness and Understanding: Many Indian start-ups may not be aware of the benefits
of IFRS adoption or may not understand the complexities of the framework. This can lead to a
reluctance to adopt IFRS or a lack of effective implementation of the standards.

4. Limited Resources: Many Indian start-ups are operating with limited resources, including
financial, technical, and human resources. These limitations can make it challenging for start-ups to
effectively adopt and implement IFRS.

Overall, IFRS adoption presents several opportunities for Indian start-ups, including improved
access to capital, competitive advantage, and better credit rating. However, these benefits come with
some challenges, such as the high cost of adoption, changes to existing accounting practices, lack of
awareness and understanding, and limited resources. To effectively adopt IFRS, Indian start-ups need
to carefully consider these opportunities and challenges and develop a comprehensive adoption
strategy that addresses their unique needs and circumstances.
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FINDINGS:

1. The impact of IFRS adoption on the financial reporting practices and performance of Indian start-
ups can vary depending on the industry, size, and complexity of the business.

2. Indian start-ups face various challenges in adopting IFRS, such as lack of awareness, high
implementation costs, and difficulty in finding qualified personnel.

3. Flipkart, one of the largest e-commerce companies in India, adopted IFRS in 2013. The adoption

helped Flipkart attract funding from international investors and improve its credit rating.

Paytm, a leading digital payments company in India, which adopted IFRS in 2016. The adoption
helped Paytm improve its financial reporting transparency and credibility.

Despite these challenges, IFRS adoption can offer several benefits to Indian start-ups, such as
increased credibility and transparency with investors and improved access to international capital
markets.

Successful IFRS adoption requires a comprehensive implementation plan that includes training,
communication, and coordination across various departments and stakeholders.

Indian start-ups that have adopted IFRS have experienced improvements in financial reporting
quality, comparability, and transparency, which can lead to better decision-making and enhanced
stakeholder confidence.

Indian start-ups can also face challenges in reconciling IFRS financial statements with the Indian
Companies Act and other regulatory requirements.

CONCLUSION

IFRS adoption can provide Indian start-ups with several opportunities, including improved

access to capital and a competitive advantage. However, I[FRS adoption also presents some challenges,
such as the high cost of adoption and the need for significant changes to accounting practices. Despite
these challenges, several Indian start-ups have successfully adopted IFRS and reaped its benefits. As the
Indian start-up ecosystem continues to grow, IFRS adoption is likely to become an increasingly
important aspect of financial reporting for start-ups in India.
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