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Preface 
Accounting is the language of business performance. And hence, a set of accounting standards is the 
Grammar book for accounting. With adoption of IFRS-converged Ind-AS, Indian Corporate has 
accepted its new grammar to communicate its performance to all the stakeholders. This is an important 
development that needs to be given sufficient importance and due considerations.  

Fair value measurement is one of the Key concepts within IFRS/Ind-AS framework. It sounds rational 
but its implementation is subjective and as such, open for contradictions and conflicts. On this 
background, it is important to understand if the Indian Corporate is willing and ready to accept this 
concept and to what extent. It is also imperative to identify the areas, where this concept affects the 
reporting most. Further, it is essential to see the risks and their intensity during the application and the 
ways in which they can be mitigated. An SOP has to be developed to design the smooth decision 
making related to Fair Value Measurements. This book is an effort to address all these issues.  

The most important community that is tasked to be vanguards of accounting is that of Chartered 
Accountants. The author has reached out to this community, seeking its responses to various issues in 
the implementation and how do they see the whole experience. This perceived impact of Fair Value 
Measurement is quantified with statistical tools. Financial Year 2016-17 was the first one when some 
of the Indian companies reported in Ind-AS. They also presented the Statement of Reconciliation to 
explain the differences due to Ind-AS vis-à-vis earlier Indian AS. The author has analyzed those 
statements and quanitified the impact of Fair Value, therein.  

It is expected that this would serve as first experiment to understand actual and perceived impact of 
Fair Value concept. The author hopes that researchers shall take this effort further and develop more 
useful literature on this. 
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1.1 BACKGROUND OF THE STUDY 
Accounting is the Language of an entity’s monetary performance. It is only through accounting that the 
various stakeholders in the entity can comprehend, firstly, how has the entity performed, in monetary terms, 
in any given time span? And secondly, where does it stand as on a particular date looking forward? 
However, simple as though it may sound, these are extremely complicated questions for one important 
reason. Though money is a mathematical phenomenon, the business transactions have to be interpreted in 
subjective manner. Thus, every transaction creates a set of problems, the answers for which are inherently 
subjective. 

1. WHAT was exchanged? 

2. WHEN should it be recognized? 

3. TO WHAT extent should it be recognized? 

4. HOW to ensure that the entire transaction is captured? 

5. HOW MUCH should everything, that is being exchanged, be recognized? 

6. HOW to process data further? 

Each of these questions is subjective and the answer to each of them can be different depending upon the 
party which is answering it or even by the situation, in which the same party answers it one more time. This 
leads to an independent authority to certify that the records by the management reflect reality of the 
performance, within acceptable differences, due to subjectivity… in simpler words, ‘True & Fair’. Finally, a 
whole lot of stakeholders, from Human Resource to Government, study these records, for its own respective 
goals. This whole process can become effective only when this language of business has a framework of 
same syntax and vowels. Accounting Standard is that set of Grammar which defines this framework for the 
Language of Accounting. Informally, the same structure can also be recognized as GAAP (GAAP). Thus, 
accounting standards are a must, if one has to prepare the financial reports; another is to 
audit/investigate/opine them and a yet another, to read/study/analyse them, for a business decision. 

Yet, for a long time, the nature of business transactions was relatively simple to communicate. Consequently, 
Accounting Standards, as an area of research and deliberation was hardly attractive. It was almost thirty 
years after independence and twenty-eight years after establishment of ICAI, the apex, statutory body of 
Indian accountants, that an Accounting Standards Board (ASB) was constituted under ICAI, in 1977. Even 
after its formation, the Board was not too active, in eighties. It was after the introduction of the First Round 
of financial reforms in 1991, that the need for well-defined accounting standards became evident. Thus, the 
next decade saw introduction of 12 standards till 2000. (Singhal, S. and Tulshan, K. K. (2009))1. However, 
with rapid explosion of the Financial Services sector in Globalized Indian Economy, it was essential to look 
beyond the traditional areas of accounting and institutionalize the communication in newly emerging areas. 
As a result, no less than 20 standards were issued by the board till 2011, covering emerging areas such as 
Consolidation, Deferred Tax, Intangible Assets and Financial instruments. 

Subsequently, as the first decade of the new millennium neared its end, Indian Industrial, financial & 
corporate sector was far more integrated with international structure, than before. FDI flows had improved to 
a great extent. FDI in India had gone from US $ 2,427Million in the Calendar Year 2000 to US $ 37,095 
Million by 2008-09 (DIPP, 2017)2. Even the Outward Investment from India had soared from US $ 1819 
Million in FY03 to US $ 19365 by FY09 (CARE Economics Division, 2014)3. This was the background on 
which an acute need to converge to international framework was felt. 

On international front, too, International Accounting Standards Committee (IASC) was created, just four 
years before the creation of ASB. It undertook development and release of standards under the framework of 
‘International Accounting Standards’ (IAS). Right from the outset, the aim of the IASC to become a single 
global platform, that would facilitate a uniform language to communicate the business performance. 
Originated in Europe, these standards are accepted in their own formats or in their converged format (e.g. 
Ind-AS in India), across more than 100 nations in the world. United States, though, still refuses to follow 
these standards. Since the complexity of the financial transactions grew faster in the West, IASC had 
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developed 41 Standards, by 2001which was later renamed as International Accounting Standards’ Board 
(IASB), the standards issued by the former came to be known as, while the later designed IFRSs, IFRS. 

It is one of the unmistakable trends in the evolution of the human society that the social communication 
moves from quantifiable or verifiable consonants to subjective reasoning for its grammar and syntax. The 
increasing tilt of the Financial Reporting World towards Fair Value is another example of such move. For 
generations, the valuation techniques of various kinds were based on the amount that was to be established 
by the third party evidence, in other words, historic costing. However, the historic cost valuation was diluted 
by the impact of severe inflation and other micro-economic factors. With the advent of the complex financial 
product and an urge to arrive at more realistic valuation, the financial world sought to arrive at a value that 
would express all the internal and external potential of the transaction, in short – Fair Value. 

Fair Value, as an inherent approach of building the Financial Reporting Data, presently has been accepted 
internationally. United States GAAP (henceforth, US GAAP) and IFRS, two principle set of standards 
followed in the United States and Europe/China/Russia, respectively, adhere to this concept at varying 
degrees (Murphy, 2012)4. For India, Honourable Prime Minister Dr. Manmohan Singh committed the 
Reporting community to the path of IFRS in September 2009 summit of G20. However, it was a persistent 
undercurrent in the Indian Accounting and Regulatory environment that blanket adoption of IFRS may not 
prove conducive in domestic scenario. Further, there was strong appeal that India Accounting Contingent 
should take lead in contributing to IFRS5. This led to the emergence of a set of Accounting Standards, 
modelled on IFRS, however designed as per Indian requirements. Such standards were called as Indian 
Accounting Standards (Ind-AS). 

Following several interactions and discussions, it was in March 2014 that the ICAI recommended a phased-
plan to adopt the Ind AS from the accounting year beginning from 1 April 2016 and thereafter. Financial 
year 2015-16 would serve as the year for comparative figures. With an eye on Taxation issues, this was to be 
implemented only for the making of Consolidated Financial Statements. Based on this, on 2nd January 2015, 
the MCA issued a press release, concurrent to these recommendations. Thus, a new era formally arrived on 
Indian Reporting Scenario on 16 February 2015 when MCA finally notified the Roadmap of “Indian 
Accounting Standards – Ind AS”6, the New Accounting Standards. 

As the Indian Financial Environment sets out to welcome the Fair Value basis in its various reporting 
formats, one has to understand the inherent challenges that it poses before Indian Corporate7: 

1. The underlying ethos of Fair Value is entirely novel to Indian environment. It challenges the age-old 
concepts in recognition and measurement and more importantly, makes it equally challenging for all the 
stakeholders of Corporate Governance such as Statutory Auditors, Lawmakers or Audit Committee. 

2. The Fair Value concept involves subjectivity or Judgments based in its implementation that would be the 
sharpest double-edged sword for the Indian Reporting. Further, in several cases, the present Standards 
even leave choice of using either of the Fair Value or Historical Cost measurement. It is an important 
decision for the management to go for the Fair value concept at a particular point of time8. 

3. Most importantly, what entail with the Fair Value would be ‘Reporting’ culture and not the ‘Accounting’ 
culture! This would conclusively shift the focus from ‘Recording’ to ‘Reporting’ and as such, the 
importance of Disclosures is enormous. 

4. Finally, this concept requires a particular environment that may not be presently ripe in Indian context. To 
establish fair Value, one would need ‘Active Markets’, ‘Observable inputs’ and ‘Unobservable Inputs’. 
To find and develop these factors in Indian context would definitely a challenge9. 

Underlying all this, there would be a million dollar question, would the implementation of ‘Fair Value’ 
concept lead to improved quality of reporting Earnings and assets, better transparency in Financial Reporting 
and strike a matured balance between prudent accounting and better valuation? 

As mentioned earlier, there would be a major paradigm shift in the Corporate Governance with the advent of 
Fair Value Accounting. Auditors (internal and Statutory), Lawmakers, Regulators, Investors and even the 
Honourable Courts would have a redefined position in the context of Fair Value. 
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The importance would effectively shift from monetary quantifications given in the General Purpose 
Reporting Statements to the Qualitative Disclaimers and Disclosures annexed to them and the Qualifications 
thereon. The impact of the Fair Value is pervasive in the sense that it not only covers various entities in the 
corporate governance but it is also going to affect the approach which we adopt while considering the 
performance of different sectors, e.g. Real Estate, Media & Telecommunication, etc.10 

IFRS, the door that let the whole Fair Value wind come in, has been a popular watchword in corporate 
circles for last 3 years. The accounting and corporate finance departments are engrossed in to training 
sessions held by top notch firms for their clients’ personnel. Even common CA practitioners are queuing up 
for the educative Courses of ICAI. Thus, there is no dearth of knowledge when it comes to the 
implementation of the Fair Value Concept in accounting. And yet, it appears that lot of the information and 
education disseminated in this context focuses on training for adoption and implementation of it successfully. 
Thus, it is largely centred on the effort to make us all understand the new premises of Accounting, to 
familiarize Indian Corporate with an entirely different approach towards reporting. However, the possible 
pitfalls which may be encountered en route, the lessons of the past from other environments where this 
concept is already in practice, the likely dangers that the peculiar Indian environment may encounter, all 
these issues are somewhat left to posterity in the present literature and education of Fair Value Accounting in 
India. 

This is where this study aims to play a crucial and pioneering role. It dwells not only on the implementation 
of this concept but also takes it further to discuss what may not work well for Indian environment while 
adapting to Fair Value. Thus, this analysis aims to forewarn of and prepare for the challenges that await us 
round the turn of Fair Value Accounting and Reporting. 

1.8 RESEARCH METHODOLOGY 
“Research design is the conceptual structure within which research is conducted. Research design indicates 
the blue print for the collection, measurement and analysis of data. The design includes an outline of what 
the researcher will plan and frames the research work. It explains how samples are selected, sample size is 
determined, how data is collected and which statistical methods are used for data analysis”. (Kothari C.R., 
2004)16 

This research isessentially critical & analytical in its nature and as such relies considerably on the secondary 
data, especially Government Literature such as Laws and Standards. It also relies heavily upon the financial 
reports submitted by various corporate entities. Aside from that, primary data is collected and analyzed for 
understanding the perceptions of those who play key role in the corporate financial reporting. 

1.8.1 Universe of the Study 
The researcher has chosen the community of Chartered Accountants, members of ICAI as the Universe of 
this study. CA is the foremost professionals dealing with the applicability of Ind AS and as such, Fair Value 
Measurement. On one hand, as Members in Practice, it is their job to undertake the validation of financial 
reports through audit. On the other hand, as Members in industry, they are the ones who play the most 
crucial role in the development of these reports in first place. Further, the task of designing these standards 
and continuously upgrading them through interaction with all stakeholders, including international bodies 
has been entrusted to them. As such, their perceptions about the implementation hold an important key for 
understanding the overall impact of fair value in select companies. 

Researcher has also undertaken a secondary analysis for the seventh objective, i.e. “To ascertain the impact 
of First Time Adoption on the select Indian Companies, specifically pertaining to Fair value Measurement.” 
As such, the universe is taken to be Nifty 50 companies, which were mandatorily required to implement the 
Ind AS from April 1, 2016. 

1.8.2 Sample of the Study 
Sampling is undertaken for the questionnaire, based on Likert Scale that endeavours to gauge the perception 
of Chartered Accountant community. With the Population of close to 300,000 members of ICAI, the 
researcher has used formula published by National Education Association (1960).17 

The formula is s = x2 N P (1- P) - d2 (N – 1) + x2 P (1-P). 
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Where, 

S = required sample 

x2 = the table value of chi-square for 1 degree of freedom at the desired confidence level (3.841) 

N = the population size 

P = the population proportion (assumed to be .50 since this would provide the maximum sample size) 

d = the degree of accuracy expressed as a proportion (.05) 

However, Krejcie and Morgan (1970)18 developed a table and pointed it that the sample size can be 
determined by referring to it, instead of applying the formula every time. Using the table, researcher has 
arrived at the number of 382 Chartered Accountants as an appropriate sample of Chartered Accountant 
Universe. Effectively, the responses from 400 Chartered Accountants respondents are collected and used for 
analysis. 

1.8.3 Techniques of the data collection 
1.9.4.1 Primary Data - Primary data is collected by various methods from different stakeholders in the 
Company’s financial information such as Chartered Accountants, Company management, Lawmakers, 
Regulatory bodies and investors. Following techniques of the Primary Data Collection method has been 
used: 

a. Questionnaire 

b. Observations 

c. Interviews 

d. Survey, etc 

1.9.4.2 Secondary Data – Secondary sources of data relevant to the study has been collected from various 
books, journals, business magazines, newspapers, online blogs and websites. Accounting Standards, 
Exposure Drafts, Staff Summaries, minutes of board meetings, etc issued by ICAI and IASB or any other 
national and international body are also to be extensively used. 

1.3 STATEMENT OF THE PROBLEMS 
Based on the review of literature on the subject, the issues related to Ind AS are studied. Considerable 
analysis is also available deliberating the IFRS and its impact on western or other economies. However, there 
is no study that focuses on the concept of Fair Value, which is a common point between US GAAP, Ind AS 
and IFRS. Moreover, studying this concept with reference to Corporate Governance is also required. Finally, 
there is no comprehensive study of Financial Reports of the Indian Companies, which have submitted their 
financial report for the first time in IFRS-converged standard framework. 

This study has critically evaluated the likely problems to be encountered by the Indian corporate as it seeks 
to implement the Fair Value Concept. The Researcher will try to arrive at the solutions for following 
problems. 

1.3.1 Indian corporate is yet to accept Fair Value as an approach or a culture. 

1.3.2 There is a vast gap in Indian GAAP and the Fair Value Concept to be unleashed upon it. 

1.3.3 The success of this concept is threatened by the over enthusiasm to look at it as necessarily a useful 
and reasonable idea. 

1.3.4 The international experience in implementing this concept is yet not digested properly by the pioneers 
of this concept in India. 

1.3.5 The legislation has to review its approach of looking at the modern reporting ideology, not only from 
taxation point of view but also to consider the checks and balances to deal with the inherent risks 
involved in Fair Value Concept. 
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1.3.6 Very little of the literature available in Indian context about this concept deals with the problems 
which are likely to be created by this concept. 

1.4 OBJECTIVES OF THE STUDY 
1.4.1 To undertake the Literature review in the topic of Fair Value primarily and IFRS, Ind AS and US 

GAAP, wherever relevant to the title. 

1.4.2 To study if the Indian Corporate has clearly considered the issues arising from Fair Value 
Accounting. 

1.4.3 To study the exposure of the impact of Fair Value Accounting in the other economies to Indian 
Corporate 

1.4.4 To analyse the likely risks in implementing Fair Value Concept 

1.4.5 To create a reference manual for the relevant components of the Indian corporate. 

1.4.6 To gain a comprehensive understanding of the Fair Value Concept and its application. 

1.4.7 To establish whether the adoption of IFRS would make Indian Financial Reporting comparable to 
those in Developed economies. 

1.4.8 To identify the issues that this concept would create for Corporate Governance and its components to 
deal with. 

1.4.9 To ascertain the impact of First Time Adoption on the select Indian Companies, specifically pertaining 
to Fair value Measurement. 

1.5 HYPOTHESES OF THE STUDY 
Under these circumstances, the researcher has set following objectives... 

1. Indian corporate is yet not completely prepared to deal with the emerging issues of Fair Value 
Accounting. 

2. Indian corporate doesn’t significantly lack in the knowledge pertaining to the earlier experiences of the 
implementation of Fair Value Reporting. 

3. Indian Corporate Environment doesn’t significantly lack to provide necessary inputs for Fair Value 
measurement. 

4. Fair Value Accounting doesn’t significantly improve the comparability of the Financial Statements in 
Global context. 

5. The components of the Corporate Governance are not significantly prepared to face the practical 
issues of implementation. 

6. The components of the Corporate Governance are significantly prepared to face the practical issues of 
implementation. 

7. Fair value measurement concept is significantly useful to various stakeholders in the company. 

8. Fair value measurement concept is not significantly useful to various stakeholders in the company. 

1.6 SIGNIFICANCE AND INPORTANCE OF THE STUDY 
The research in the application of Fair Value Accounting to Indian corporate is significant at this juncture for 
several reasons. 

1.6.1 Fair Value Accounting is an entirely different approach towards reporting and with the adoption of 
IFRS, it is not necessarily inculcated. 

1.6.2 The international experience in the application of Fair value has not been uniformly advisable. It is a 
fact that the Fair value application has brought better and clearer reflection of the entity’s true 
position; it is also observed that the Earnings management has become more feasible because of the 
same. 
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1.6.3 An essential part of fair value mechanism to operate is competitive Markets and inform market 
participants. In Indian context it is important to understand whether such an environment exists. 

1.6.4 Fair value has biggest impact on certain standards and certain areas of reporting as compared to 
others. These areas, such as Business Combinations, Financial Instruments and Property, Plant & 
Equipment, need better focus. 

1.6.5 In general it is important that the reporting Framework is congruent with the taxation compliances. 
This area needs to be looked into closely especially with reference to fair value mechanism. 

1.6.6 Apart from market conditions, the observable inputs and unobservable inputs related to any 
transaction are also important their availability in Indian context has to be tested. 

1.6.7 Corporate governance is an important area which has acquired a lot of importance over the last 
decade and half. As more and more investors, especially retail ones, are getting into securities; it is 
important to see whether the corporate governance is capable of dealing with fair value challenges. 

1.6.8 Considerable amount of literature is available, discussing the application and technicalities of Ind-
AS. What is missing is the study of the perceptions of the principal stakeholders while implementing 
these standards. 

1.6.9 Thus, the scope of this study is not restricted to identify and enumerate the technicalities of the 
standards, but more to spot the weaknesses and challenges of this concept and possible ways to 
overcome them. 

1.6.10 Ultimately the most important function of any standards is to ensure that the financial reports 
generated out of them are reflecting ‘True and Fair’ picture of the entity’s performance and position. 
Whether fair value helps the entity achieve this or not is the most important thing that is required to 
be tested. 
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2.1 INTRODUCTION 
Review of literature is conducted with the intention to explore the Body of Work, already undertaken in the 
field of IFRS, Ind-AS and more particularly, in fair value accounting. Over last two decades, a lot of research 
has been conducted especially in the West to discuss the concept and impact of Fair Value. Even in India 
since 2009, the awareness of this new nomenclature has slowly increased and a lot of literature has been 
written. The primary base of this literature is accounting standards, Interpretations, Concept Notes, 
Guidelines, etc, emerging from the bodies developing standards. Researchers will explore various 
dimensions of application of fair value accounting. Firstly, they have looked into technicalities and nitty-
gritty’s of applying fair value. Going further, substantial literature gives insight about the experience of other 
countries and likely risks arising out of applicability of fair value. An important dimension is whether IFRS 
Convergence gives scope for making financial reports in India comparable with rest of the world. The 
researcher will also go into corporate governance, its increased responsibilities and preparation to meet them. 
Further, how the statutory compliances are affected by this implementation and how it should be dealt with 
needs closes scrutiny. Finally, there has to be an effort to develop reference points which will help make 
financial statements more useful after adoption of Ind-AS. This is how the researcher will dealt in this topic 
with Objective 1.4.1 “to undertake the Literature review in the topic of Fair Value primarily and IFRS, 
Ind AS and US GAAP, wherever relevant to the title” 

Thus, the focus of literature review is as follows 

1. Providing a data Bank that would consider various issues arising out of fair value application in different 
accounting areas. 

2. Exploring the experiences of other economy in implementation of IFRS and the likely risk emerging out 
of fair value accounting. 

3. Establishing whether fair value accounting helps comparability of financial reports with rest of the 
economics. 

4. Listing the issues related to corporate governance and statutory compliances arising out of fair value 
accounting. 

5. Finding gaps in the established body of literature and creating framework for present study. 

2.2 STUDIES DISCUSSING RELEVANT ISSUES ARISING OUT OF APPLICATION OF FAIR 
VALUE ACCOUNTING 
Fair Value Accounting creates requirement to realign the accounting concepts in three areas, viz. Property, 
Plant & Equipment, and Business Combinations & Financial Instruments. How the principles of 
Recognition, Measurement and Disclosures need to be looked at in different light on the background of Ind-
AS convergence is gone in to, in this section… 

1. K S Muthupandian (2009)1 in his research article “IAS 16 Property, Plant and Equipment - A Closer 
Look” has given an overview of Ind _AS 16 on property, Plant & Equipment, what was earlier known as 
Fixed Assets. The standard has provided management with two choices, of Cost or Revaluation model. 
Cost model is widely known and anciently followed. However, as the IFRS made its advent on global 
scenario, Revaluation Model was introduced in the erstwhile Accounting Standards (AS), too. Logically, 
it is advisable to follow the PPE model in most of the cases since it reflects the true and fair value of asset 
in the balance-sheet. Upon such revaluation, if the asset value is to go up, the corresponding effect is 
reflected in the 'Revaluation Reserve' earlier and presently, in the 'Other Comprehensive Income'. Other 
way around, with the fall in the value of the asset, the subsequent debit would go to Profit & Loss 
account. The management is required to give disclosure about method adopted for depreciation, 
impairment losses, if any, impact of currency fluctuations, relevant valuation justification data as well as 
variations in the contractual obligations, which may have come with the asset and third party 
commitments. 

2. Anastasios Tsamis and Konstantinos Liapis (2014)3 in their article “Property Assets Fair Value 
Accounting under Uncertainty” Property considering a microfinance concept is a ‘good’ which provides 
constant cash inflow for a period of years. Price of an asset in trade markets is considered according to 
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law of demand and supply. Future gain from an asset is when the asset is sold or is in form of capital gain, 
as the value of the asset grows.  Fair value of an asset is the rational and unbiased price of goods, services 
or asset with taking into consideration factors such as: acquisition, production, distribution costs, 
replacement costs, or costs of close substitutes, cost of and return on capital, individually perceived 
utility, etc. It is the current price at which assets are either brought or sold. International Valuation 
Standards (IVS 2007) distinguishes between fair value and market value. In case of fair value during a 
transaction, price at which either an asset sold or purchased each will gain some benefit from the 
transaction. This may not be compulsory taking market value into consideration. Asset valuation has two 
methods according to accounting principle i.e. valuation at fair value or at historical cost. Valuation at 
historical cost means that each transaction should be recorded at acquisition cost. No asset is calculated 
over Whole-Life-Cost (WLC) of an asset due to complexity of calculation, risks of designing and 
delivering fixed assets, lack of tangible evidence, etc. 

3. Laura Quilligan (2006)5 in her article “Intangible Assets identification and valuation under IFRS 3” 
IFRS 3, Business combination is a single accounting treatment for amalgamation globally. Under IFRS 3 
assets need to be recorded separately in financial statement and goodwill should be recorded at its 
residual amount. PPA (Purchase Price Allocation) is allocated and considered for all the assets in the 
company. According to IAS 36, Impartment of Assets amortisation of goodwill was not taken onto 
consideration whereas in IFRS 3 I is been considered. Intangible assets except goodwill are recorded over 
its fair value. Non-monetary assets are raised from its contractual or other legal rights. Valuation of 
intangible assets is done for both commercial and accounting purpose. On the date on reporting every 
entity need to know whether any intangible assets have lost its value or are been impaired. 

4. Michael Bradbury and Helen Prangnell (2005)7 in their research article “FAIR VALUE 
ACCOUNTING FOR FORWARD CONTRACTS” This paper is related to IAS-39 and gross accounting 
i.e. SAC 4 used by different current textbooks. IAS-39 uses contract approach and SAC 4 is a conceptual 
framework. IAS-39 for 'Financial Instrument: Recognition and Measurements' required forward contracts 
to be accounted for on net basis. According to IAS-39 forward contracts recognises assets or liabilities on 
its commitment date. These contracts are recognised over its single fair value for hedging instruments 
entirely. The exception provided by this standard is for separating 

i) Intrinsic values during options and 

ii) Interest element as well as spot prices during forward contracts. 

5. Sarah Lane and Mark Kennedy (2015)11 in their research article “IFRS 9: A SOLUTION TO PAST 
SHORTCOMINGS?” state that IAS 39, 'Financial Instruments: Recognition and Measurement' does not 
consider that the loan is impaired till the loss occurs whereas IFRS 9 used expected loss impairment 
model whereby recognised expected loss from the date of implementation. IFRS 9 considers 
classification, measurement, impairment and hedging accounting to replace IAS 39. Under IFRS gains 
due to credit institutions were no more recognised under Profit and Loss Account. Here Hedge 
Accounting takes into consideration both, Risk management and accounting treatment, and economics of 
both, too. Under IFRS hedging need to full fill following criteria: 

a. Hedging relationship that is consisting of items which are to be hedged and instruments, used to hedge 
them. 

b. The relationship between the aforesaid twoneeds to be designated as such and documented, clearly 
spelling out the relationship and designation. 

c. Credit risk is not going to control the economic relationship between hedging items and corresponding 
instruments. 

6. Haitham Ahmed Abdelmoneim (2016)21 in his research article “The challenges of implementing  the 
fair value accounting as per IFRS 9 (2013) – An empirical  study on the listed corporations  in Saudi 
Arabia Stock Exchange Market” This paper is the study about IFRSs (IFRS) and fair value accounting 
measurements. IFRS 9 (2013) is principles-based and as such financial reporting from it is supposed to be 
of provides us with high quality. This leads to adoption of IFRS by various countries which choose to do 
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away with their national standards by institutingIFRS in their place. Accountingas per IFRS, thus, does 
away, or at least provides alternative to historic Cost in the form of Fair Value to report financial assets 
and liabilities. The main study of this paper is regarded IFRS and its effect over: 

a. Adoption on the stock market of Saudi Arabia and on internal management reporting practices, 

b. How financial asset of listed companies may be measured as per FVA and 

c. To recognize the profit/losses those accrue spreading over the entire life of the asset and its employment 
in the organization. According to the researcher, the study of Fair Value Accounting helped to provide 
with reliability of financial information of companies in Saudi Arabia. Both the FVA and IFRS 9 (2013) 
are used to measure financial assets of listed corporations in Saudi Arabia. The study also tell us that  
both enables appropriate recognition of profit/loss of an asset and the stock market value and fair value 
measured information are correlated in Saudi Arabia. 

7. Dr. Jasmine Kaur (2013)22 in her article “The Fairness of the Fair Value Concept” has stated that upon a 
mutual interaction between IASB and FASB, it was decided to recognise fair value accounting (FVA) 
over historical cost, wherever possible. Fair value accounting helps us to provide with relevant 
information contained in financial reports, it also help investors' and regulators' take decisions, etc. Now 
the usage of fair value is been in various accounting standards set by the IASB,  for instant use of FVA in  
IAS 16Property, Plant and Equipment; IAS 37Provisions, etc. There were many debates over the usage of 
fair value. The debates were over the reliability of fair values, how simple it is to audit fair values, over its 
implications for performance measurement, and many more. She considered it most interesting is to know 
what would be the time span for the entire range of non-financial assets and especially for goodwill that is 
internally generated, to be measured with the help of FVA. With the changes in the regulators there would 
be substantial opposition to the introduction from both companies and the profession for FVA. 

2.3 STUDIES RELATING TO EXPERIENCES OF THE OTHER ECONOMIES AND LIKELY RISKS 
The currents of new nomenclature started blowing on International Scenario, almost since the turn of the 
millennium. Whereas Europe and several other economies have already gone for outright or (Like India), 
converged implementation of IFRS, US still adheres to US GAAP. Yet, even the US GAAP has adopted Fair 
value mechanisms in several instances. The experiences of all these years by other economies help us 
understand the challenges before Indian implementation stakeholders. 

8. Karthik Ramanna (2012)26 in his research article “The Question of IFRS Adoption: A very long 
engagement” Till today more than 120 countries have taken the step towards adoption of a new but 
common set of accounting standard including India, Japan, China, members of European Union etc. 
called the IFRS. However,United States have not formally committed to the new the new system and still 
has unique role of a much influential outsider while determining the IFRS principles. It is interesting to 
note that several staffers within IFRS Human Resources in 2011 were American, viz. 4 of the 15 Standard 
Setters, 5 of the 20 Trustees and even the IFRS Foundation’s top staffer. SEC's decision to harmonize the 
standards and US Strategy regarding the same was expected in few months and that may change this 
scenario. 

9. Yiğit B Şenyiğit (2014)27 in his article “Determinants of voluntary IFRS adoption in an emerging market: 
Evidence from Turkey” While the European Commission has opted for the adoption of IFRS with a view 
of uniform financial reporting standard for European listed companies with effect to January 1st, 2005 
than country specific generally accepted principles, it was natural for Turkey to opt for IFRS 
implementation for Turkish Firms since it has closer association with EU, Economically as well as 
politically. The intention for considering the study of adoption of IFRS in Turkey was that Turkey is an 
emerging market. It is generally observed that the investors in the emerging markets have relatively 
limited information and an insight in their institutional factors like requirements of listing the scripts, 
exposure to the risk - political and economic, regulatory environments and other microstructures within 
market framework would be interesting. Further, theaccounting practices in Turkey are historically 
followed Continental European system as well as the Anglo-Saxon accounting system. Thus, the present 
Turkish accounting environment has blend of both these systems and their features. 
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10. Erlend Kvaal (2010)29 in their article “International differences in IFRS policy” Have showed that 
IFRS, in its original form, is mandatory in the EU countries. However, IFRS, based on Australian 
Standards is adopted in Australia. Thus, these are two different sets in two environments, as opposed to 
the notion of having adopted uniform standard. They further elaborate that there is considerable scope 
for choosing options within IASB issued IFRS and yet, as a part of single set, this form cohesive GAAP 
framework. However, when most of the countries, like Australia, continue their accounting standard, 
which are molded on the lines of IFRS, then the comparability on the global scale is lost. Thus, this may 
lead to misunderstanding of the users of the statements, in to believing the idea of harmonized, 
international platform for presentation. These differences, then, if observable, can help user adjust with 
the results easily in some cases. In other cases, though, such adjustment requires considerable 
estimation, not always feasible to the investors. 

11. Prince Doliya J P Singh (2015)34 in his article “On the Implications of Fair Value Based Merger 
Accounting” asserted that in the United States Accounting Principles Board (APB) took the first step to 
set up an accounting standards' framework with reference to Business combinations, in 1970 by 
introducing Opinion 16. This initial effort considered two distinct methods of accounting for Business 
Combination - Pooling of the Interest method and secondly, Purchase Method. India, on the other hand, 
almost did not have an accounting standard dealing with this important business activity. In particular 
situations, the relevant standards were applied piecemeal. AS 14 dealt with the scenario, in which, both 
the companies had merged to form a new one. Yet, it was unable to set guideline where they both 
continued to exists in a Holding-Subsidiary relationship. Then, one was required to look at AS 21 - 
Consolidated Financial Statements. Yet, that was not able to deal beyond procedures of merging the 
financial records. 

12. In an article by HT Syndication with permission from Mint35 “Shift to IFRS may affect the Mergers 
and Acquisitions.” The authors point out that the MCA has introduced Accounting Standard (Erstwhile 
AS) 32, which was in line with IFRS and would help Indian accounting framework converge with IFRS. 
This introduction was highly important which is evident from the Price Waterhouse Coopers report 
which showed that more than 1200 deals of M & A were carried out in India, of the volume of more 
than $ 20 billion, essentially in the pharma, oil & gas and biotech sectors. In these deals, as per the 
principles of IFRS, reflected in AS 32, various intangibles such as know-how, customer relationships or 
brands, together with other items such as contingent considerations or acquisition costs were required to 
be valued at fair value. This would naturally impact profit & loss account, since the commensurate 
amortization costs would increase. The M & A were required to be scrutinized by Competition 
Commission of India (CCI) and the Fair Valuation may cause the overall values to shoot up. This posed 
two crucial challenges... 

a. As per new regulations, reporting to CCI may become problematic when the acquisition size would 
cross the threshold as set up by CCI, due to revaluation mentioned hereinbefore. 

b. Though the intangibles would be recorded at higher values, convergence would lead to lower 
profitability due to higher amortized costs. 

13. Dr. Anirban Ghatak (2012)36in his research article “Impact of IFRS on the Valuation of Mergers and 
Acquisition of Banks in India” claimed that there were many positive effects due synergy. However, 
they have also given some warnings in the short run. The valuations of the assets shall rise though there 
will be higher depreciation. Yet, the minority shareholders' interest shall increase upon fair valuation 
and that would increase cost of acquisition. Thus, the overall cost emerging out of merger shall be 
higher due to Fair value Adoption. 

2.4 STUDIES ANALYZING THE COMPARABILITY OF REPORTING ON THE  GLOBAL 
PLATFORM 

The most important reason of adopting Fair Value Accounting was to establish a comparability of Financial 
Reports from the Indian Corporate on the global platform. From that perspective, it is essential to analyse 
how far convergence towards IFRS helps in creating the Reports, which would be recognized in common 
global framework. 
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14. John Goodwin (2006)40 in their article “The impact of IFRSs: does size matter?” has calculated that till 
then 85 countries had adopted the IFRS. In case of 4 countries, only select companies were required to 
adopt IFRS. For example, Israel requires all its companies to adopt IFRS except for banks. Even Central 
& South America are heading towards adopting IFRS. US Board - FASB and its European counterpart - 
IASB were making efforts to mould the US Generally Accepted Accounting framework on the lines of 
IFRS. The accounting standards in the EXHIBIT were issued to move GAAP closer to IFRS. However 
there are still a few differences between the two that still persist. In case of the topics listed, this 
endeavour has been able to remove all the variations in these two GAAP structures. In the area of 
corporate restructuring and combination, although the Board majorly achieved their target, differences 
still exist. IASB has created a conceptual framework, i.e., Framework for the Preparation and 
Presentation of Financial Statements. This is quite similar to the similar framework developed by the 
FASB. Both the bodies agree principally that the aim of the financial statements is to ensure that they 
provide relevant information about companies’ monetary and determining non-monetary performance to 
all the relevant and legitimate stakeholders. 

15. Dr. Sangeeta Gupta and Mahendra K. Khichi (2015)42 in their research article “IFRSs (IFRS) and 
India An analysis of IND AS and Revised Schedule VI with reference to IFRS” state that IFRSs (IFRS) 
have been adopted by more than 100 companies around the world and has been trying to set a 
benchmark for financial reporting. It is only with such standardization that the financial statements, all 
over world, shall become comparable for analysis. MCAhas issued 35 standards, which are on the lines 
of IFRS, but there are few changes, named 'Carve-Out's. Popularly, they are known as Ind-AS. It is 
beneficial to follow Ind AS since it would help our professionals match with the international ones, the 
capital funds shall flow more easily, complexity shall be less and the accounting practices around the 
globe shall be more consistent according to the authors. They also believe that this would reduce the 
costs of compliance as well as time employed in it, since the companies have to prepare different sets of 
accounts for all those different exchanges, where they are listed. Since the statements would disclose 
transparent and reliable information, decision making shall be accelerated. . 

2.5 STUDIES RELATED TO CORPROATE GOVERNANCE AND   STATUTORY COMPLIANCES 
Implementation of Fair Value creates considerable requirement for subjectivity in preparation of Financial 
Statements. This also opens opportunities for Earnings management by an unscrupulous management. The 
investors may not be educated enough to comprehend the various disclaimers, disclosures and valuation 
reports. In such scenario, the responsibility of the Corporate Governance is enormous. Audit Committee, 
Independent Directors and the Management itself has a serious task of preparing reports, which would reflect 
‘True & Fair’ picture of the entity’s financial dealings. Further, the same subjectivity also leads to conflict 
with the statutory compliances. Compliances, by their very nature, tend to be exact & inflexible, especially in 
taxation. Reconciling this with the spirit of Fair value is an important task for the preparers of the reports. 
Further, the study also explores different areas, where the implementation of IFRS? Ind-AS and hence, Fair 
value was a new phenomenon and as such, what impact did it make. 

16. Xiaohong Liu, Jeong-Bon Kim & Liu Zheng (2012)46in their research paper’ “The Impact of 
Mandatory IFRS Adoption on Audit Fees: Theory and Evidence” For analysing the impact on audit fees 
for the change in both audit complexity and financial reporting quality brought about by IFRS adoption 
an analytical audit fee model has to be made. We then test the model’s predictions using audit fee data 
from European Union countries that mandated IFRS adoption in 2005. Audit fees are primarily 
determined by client size, audit task complexity, and potential legal liability or litigation risk. It has 
been observed that with adoption of IFRS there has been an increase in audit fee premium with the 
increase in audit complexity brought about by IFRS adoption, and decreases with the improvement in 
financial reporting quality arising from IFRS adoption. It has also been found that firms voluntarily 
adopting IFRS generally experience less earnings management, more timely loss recognition, and 
greater value-relevance than do matched sample firms applying local GAAP as well as less earnings 
management toward a target, a lower magnitude of absolute discretionary accruals, higher accruals 
quality after mandatory IFRS adoption, lower cost of equity capital, higher market liquidity, more 
investment flows through foreign mutual funds, greater analyst coverage and lower stock return 
synchronicity. The researchers, to analyse the effect on audit fees post IFRS adoption, considered 
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various factors such as, Increase in audit complexity arising from IFRS adoption, Change in financial 
reporting quality brought about by IFRS adoption, Strength of a country’s legal regime. They took 
sample of 2860 firms and infer the difference in increase from the pre-IFRS period to post for both the 
IFRS adopter and non-adopter firms although fee increase is larger in magnitude for IFRS adopter firms 
than for non-adopter firms. The incremental difference in audit fees is referred as premium audit fees. 
The incremental fee increase for the adopter firms is highly significant at the 1 percent level. From this 
sample reference they concluded that IFRS adoption results in a significant increase in audit fees. It can 
be concluded that the audit premium fee is said to be positively related to increase in audit complexity 
due to IFRS adoption, audit fee premium decreases with the improvement in financial reporting quality 
and audit fee premium decreases with the strength of a country’s legal regime. 

17. Danny Panese and Alan D Favero (2010)48 in their research article “Fair Value Accounting: Affect On 
The Auditing Profession” inform that FASB and IASB had decided to follow a uniform accounting 
model that is fair value accounting which will help to provide guidelines for recognising financial 
statement. But from an auditor point of view fair value accounting has been raised by too many 
questions from a firm’s point of view. Under fair value accounting it determines the exit price of asset 
and liabilities of an entity; it gives option to the categories of financial assets and liabilities, in case of 
both profit making as well as non-profit organisations. Fair value accounting being user friendly helps 
to increase transparency and provides accurate information and data representation of financial 
statements. Despite of this, auditor faced many issues while auditing financial statement. 

18. Edward Abahoonie and Yosef Barbut (2009)49 in their research article “FAIR-VALUE 
ACCOUNTING Tax Considerations” have concluded that the Fair value accounting adopted by U.S. 
have resulted into transparency, relevance and qualitative results of financial statements. IFRS 
recognised the need of single measurement of accounting, Fair Accounting, due to increasing number of 
liabilities and assets. Fair value accounting had a direct effect over the tax consideration which included 
effect on cash taxes, income-tax accounting, tax planning.  Cash taxes would be affected by recognition 
of capital value or shareholder’s equity on fair value basis. Income-tax accounting shall recognise 
changes due to fair value accounting, in the carrying amount of assets and liabilities as per books, 
thereby showing timing differences in the computation and creation of deferred taxes.  Under tax 
planning, the research and development i.e. taxable transfers or cost-sharing of n project would be on 
the basis of fair value. As intersection of tax law and fair value accounting has direct effect on the way 
that company’s financial performance appears, it is crucial for a tax manager to monitor closely, pre-tax 
accounting analysis, how would the fair value measurement on cash taxes be and ultimate tax planning. 

19. HuiSung Kao and Tzu Wei (2014)51in their article “The effect of IFRS, Information Asymmetry and 
Corporate Governance on the Quality of Accounting Information” have underlined the need of smaller 
entities for more time to adopt IFRS, on account of being comparatively under-prepared and are not 
maturely skilled in context to accounting. For smaller companies, what falls heaviest upon them is the 
cost of restatement and consequently, cost to benefit advantage of adoption of IFRS does not justify that 
for them. They also argue that with the subjectivity and judgement-based decision making, the 
variability of the earnings shall substantially increase for the smaller entities, leading to Earnings 
Management and fluctuations. The prime reason, according to authors, is determination of residual 
value and depreciation under IFRS based standard. However, the empirical research denoted that less 
than half of the small firms have shown any change in their net income or equity upon adoption and in 
fact such changes, have increased with the increase in the size of the firms. The researchers also 
observed that the impact on the Income, for the Small-mid Size firms was positive, whereas it was 
negligible for the larger ones. Similarly, the equity, too have increased for the smaller firms whereas it 
has remained mid-sized firms. There are examples where the balance-sheets or the income statements 
have been materially altered by the implementation but such examples are relatively lesser. However, 
the earnings fluctuations for the smaller firms are higher than that of mid-sized or bigger ones. One of 
the prime reasons for such earnings variation, that the researchers claim, is the benefit of tax planning 
and the assets arising out of deferred taxes. In nutshell, the researchers conclude that the total assets of 
the firms are not affected substantially but liabilities are in all the sizes of the firms. In case of large 
companies, these liabilities have increased more resulting in fall of equity. 
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20. Prashanta Athma and Rajyalaxmi (2013)53 in their article “Accounting Standards in India: Adoption 
of IFRS” state that "Accounting is the art of recording transactions in the best possible manner, so as to 
enable the reader to arrive at judgments and take decisions." Thus, they claim that a set of guidelines 
would be required for accounting. These are the ones, known as 'Accounting Policy'. However, such 
policies were intricate and this is what created opportunity for the companies to use these intricacies to 
their benefit and make the comparison for financial reports more difficult. Accounting Bodies needed to 
unify these differing policies and create such accounting principles' framework that these issues would 
be addressed. This is what led to the birth of Accounting Standards. This is how different bodies such as 
Financial Accounting Standards Board (FASB) and the International Accounting Standard Board 
(IASB) designed the Accounting standards, which would synchronize different policies and practices 
within a country or region. This means that reduction in alternatives of accounting, while preparing the 
financial statements and developing an element of comparability between various enterprises is the chief 
objective of them. Only then various stakeholders can get useful information from the statements and 
can base their decisions on them. With the Adoption of IFRS, listed as well as unlisted companies while 
reporting their financial performance to external agencies would primarily use IFRS as base GAAP. 
This would be reflected in their auditors' reports and notes. Researchers claimed that the IFRS would be 
significant since the international business would increase due to it and this would lead to the economic 
growth of the country. They further believed that this would increase the international investment and 
better foreign capital flowing in to economy. Also, they pointed out that the investors shall have better 
information, in time, more authentic and contemporary and which can be compared across with other 
economies. 

21. Emna Boumediene (2014)57 in his article “Impact of Adopting IAS-IFRS on the Handling of 
Accounting Data” has stated that the IFRS has been introduced to promote better transparency and to 
harmonize corporate accounting practices so that the world’s major capital market shall have better 
quality standards. The application of these standards involves present value and manipulation of 
accounting results as designed by IAS-IFRS. The author has tried to analyze the status of earnings 
manipulation and other accounting information and most importantly whether the managers have been 
able to manipulate the earnings. The IAS board is flexible enough to allow the managers to exercise 
their judgments to publish results based on discretionary targets. The IASB wishes to have more 
comparability and transparency and for that purpose, had created 'International Standards' through IAS-
IFRS. This is supposed to lead to better quality of financial returns. The author believes that French 
entities had deliberately valued the long term debts higher and downward credit sales that could push 
the overall long term debt. They were still acquired property and maintain technology through 
investors/partners. However, in the event of timing default, this may trigger panic on the stock in 
market. Over all, the application of IAS/IFRS converging in to Ind AS would reduce the motivation of 
the managers to manipulate accounting numbers. 

2.6 SUMMARY/ GAP ANALYSIS 
The above literature review reveals that a lot of work has been undertaken in understanding the 
implementation of Ind-AS and Fair Value Accounting, in Indian context. The work essentially consists of the 
fine tuning of the standards vis-à-vis the process of preparing the financial statements. 

However, in the international context, it is observed that the researchers have gone further and tested the 
effectiveness of the implementation of IFRS, applying various parameters. Thus, the international Body of 
Literature not only provides the nitty-gritties but also becomes an essential critique of the implementation. 
Further, in Indian context, a little effort has been made to receive and analyse the impact of the Fair value 
implementation from the stakeholders which actually implement these concepts. 

Thus, there is a requirement to study the perceptions, together with the technical implications, of the 
implementation of this new nomenclature. This is precisely what the present study has attempted to analyse. 
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3.1 INTRODUCTION 
The words ‘Fair’ & ‘Value’ are probably the most confusing words of English Language. The confusion 
arises out of subjective nature of their meanings and the consequent lack of common platform for the 
communicator and recipient in construing their meaning. Ironically, the ‘Fair Value’ concept is the backbone 
of the International common platform of GAAPs and hence its closer scrutiny is absolutely important for any 
further analysis of these GAAPs and/or financial records generated out of them. What is equally interesting 
is that even the US GAAPs, not otherwise converged to IFRS, have considerably adopted the ‘Fair Value’ 
concept as a crucial principle in its structure. 

The importance of Fair Value in Ind AS lies in the fact that it influences 3 of the most crucial areas of 
reporting primarily. Financial instruments, appearing on both the sides of balance sheet and acquiring huge 
importance in modern corporate, Plant, Property & Equipment defining the scale and capacity of most of the 
entities are two areas regularly appended in course of preparing financial report. Fair Value Measurement for 
PPE and Financial Instruments make it imperative for every preparation to assess Fair Values regularly. 
Business Combination, though not periodic, is equally crucial event requiring Fair Value assessment in 
reporting. However, the Fair value Measurement criterion deferred based on the standard where it is 
implemented. It is on this background that the IASB chose to introduce a separate standard1, dedicated to the 
concept of Fair Value Measurement on May 12, 2011 and ICAI imitated it with the adoption of Ind-AS 113. 
In this chapter, an effort has been made to explore this concept and its practical application. The chapter 
deals with Objective 1.4.6to gain a comprehensive understanding of the Fair Value Concept and its 
application. 

3.2 IMPORTANT TERMS 
1. Fair Value: There seems to be an admirable unanimity about the definition of the Fair Value. IFRS 13 by 

IASB, Ind AS 13 and FASB (US) ASC 820, all define Fair Value as “The price that would be received to 
sell an asset or paid to transfer a liability in an orderly transaction between market participants at the 
measurement date”. 

2. Fair Value Hierarchy: The inputs relevant to the Asset, Liability or transaction to be valued are classified 
in three distinct levels, based on their importance and priority allocated to them, by the Standard. Level 1 
Inputs are Active Markets, Observable Inputs & Unobservable Inputs. It is expected that the preparers of 
the financial reports would first consider the availability of comparable Level 1 inputs and would go to 
the next level only in the event of lack of the former and so on… Thus, unobservable Inputs are 
acceptable on the Lowest Priority and only upon clear non-existence of the Level 1 & 2 inputs. 

3. Active Markets: Appendix A of Ind AS 113 defines Active Market as “A market in which transactions for 
the asset or liability take place with sufficient frequency and volume to provide pricing information on an 
on-going basis”. Thus, it implies that frequency and volume of the transactions would be determining 
factor in accepting a market as an ‘Active’ one for Fair Value Measurement. 

4. Inputs: Valuation can be executed only on the bass of certain prerequisite information, data series and 
assumptions. These are the ‘Inputs’, sometimes publicly available, i.e. Observable and other times 
developed based on available information to market participants, i.e. Unobservable. 

5. Transaction Costs: while disposing off the asset or transferring the liability, there are certain direct & 
Essential costs which are incurred solely on account of the decision to dispose of or transfer. These 
directly attributable costs are Transaction Costs. 

6. Income approach: In the current market scenario, future amounts are ascertained based on expectations. 
These amounts need to be converted in to single amount in present value terms, usually adopting 
discounting techniques. This valuation technique is terms as Income Approach. 

7. Sub-Prime Crisis: Global Credit Emergency, emerging principally out of United States, where the default 
by Home Owners at the excessive loans which they had borrowed at unusually higher (sub-Prime) rates 
led to collapse of financial bubble that was created by the derivatives based on these loans. Dishonest 
lending, misleading ratings and incorrect reporting can be termed as principal reasons of the crisis. 
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8. Recognition, Measurement & Disclosure: The three aspects in recording any transaction. Initially, it is 
required to correctly identify the nature of the considerations and promises exchanged during the 
transaction (Recognition), these considerations and promises need to be measured at their correct and Fair 
Valuations (Measurement) and finally, adequate & material information about the data and opinions, 
which formed basis of recognition & measurement (Disclosure) in the relevant financial reports. 

3.3 FAIR VALUE – FRAMEWORK 
The measurement necessitates identification of following factors to reflect Fair Value: 

a) Exit Price 

b) Asset Specific Data Set 

c) Principal & Most Advantageous Market 

d) Appropriate Market Participants 

It is important to look in to whether the Indian Corporate Scenario facilitates these factors. 

3.3.1 When a transaction takes place, the price at which it happens is an Entry Price. However, it is a 
matter of historic record. Fair Value Measurement is based on the projection of the event to come. As such, it 
is based on the estimation of the price that would be paid or received to transfer a liability or to sell an asset, 
respectively. This projected price is Exit price. Fair value Measurement is always on the basis of EXIT 
PRICE, even when it differs from Entry, i.e. Actual Transaction Price. Thus, a security might be purchased 
by an entity on March 25 for Rs. 100 and its Fair value might be Rs. 105 or even Rs. 95 as on the Record 
Date. Fair Value would be the later and not Rs. 100 at which it was purchased. 

3.3.2 The definition of the Fair value implies ‘orderly transaction between market participants’. Thus, it 
eliminates the possibility of considering entity-specific inputs, which may affect the valuation. These inputs 
might be actual market factors, to be considered if Level 1 input is employed. Further, even where Level 2 or 
Level 3 inputs are factored in, using assumptions and estimations, these assumptions should be those which a 
market participant would be required to make. It is entirely possible that the entity may be required to make 
some more of them or may be in position to omit others. However, such specifications would be overlooked 
in the process of measurement under this standard. E.g. an entity acquired a tailor made machine in the 
process of Business Combination, where the condition was set that it could be utilized only to produce 
Product A, though the machine can also be used for Product B. in the event that this machine is sold, the 
buyer is not encumbered with any such restriction. Thus, the handicap is entity-specific but not attributable 
to the asset. While valuing this machine, the entity is not required to consider this limitation and value it, as 
if no such restriction exists. 

3.3.3 The Transaction Costs associated with the actual execution of the contract affect the net cash flows 
or considerations being exchanged. However, while measuring the fair value, such transaction costs are 
required to be overlooked. There are typical examples of transaction costs such as transportation, agency 
fees, compliance costs, etc. 

3.3.4 The definition has further specified requirement of ‘Market Participants’, which pre-supposes the 
existence of ‘Market’. However, there might be several markets available for the measurement. The standard 
lays down guidance in case of such situation, by specifying ‘Principal & Most Advantageous’ Market. It 
needs to be understood here that the standard is not expecting the preparers to make an extensive and 
exhaustive search of all the possible markets. It has been laid that all the data reasonable available to the 
entity has been gone through to arrive at it. When there are multiple options, it is essential to identify what 
can be termed as ‘Principal’ market, failing which, Most Advantageous Market needs to be opted. 

Step 1: Does the entity have access to more than one market? If not, then only the market which entity can 
reach out to becomes Principal Market. 

Step 2: If there are more than one such market, check which one involves maximum Volume and Level of 
Activity. Is there any one market which surpasses all others considerably in such comparison? It should be 
selected as Principal Market. 
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Step 3: If there are more than one market fulfilling the requirements of step two, then the Net Proceeds from 
the transaction should be assessed, considering both, Transportation as well as Transaction Costs. Whichever 
market leads to the most beneficial net proceeds to the entity (Highest for Asset & Lowest for the Liability), 
should be chose as Principal Market. 

Step 4: However, once the entity arrives at the market in which Fair Value is to be identified, the Transaction 
costs are overlooked while arriving at the Fair value Measurement. 

3.3.5 Finally, while constructing a hypothetical model of Market Price, the participants are required to 
possess certain characteristics, so as to have an ‘orderly’ transaction. They should not be related and be 
independent of each other. They should be knowledgeable, willing and able to enter the transaction. 

3.3.6 These essentials of applying Fair Value Measurement should be tested against the environment of 
Indian Corporate. Presently, the Ind AS and consequent Measurement at Fair Value is applicable only to 
those entities which have Net Worth more than 500 Crore. As such, big corporate houses are required to 
adopt this concept. It is easier for them to procure the data on various markets, ensure the selection of 
unrelated participants, and secures inputs at various levels, especially unobservable ones and to verify that 
the resulting transaction price would be asset specific as opposed to entity specific. However, as the 
applicability proliferate towards SMEs and Micro units; it would become increasingly difficult to undertake 
this entire exercise, necessary for the correctness of the financial reports. This is essentially because in India, 
a lot of markets are unregulated or poorly regulated. The complex business structures make it difficult to 
identify ‘unrelated’ parties. It is complex to differentiate the characteristic as ‘Asset-specific’ vis-à-vis 
‘Entity-specific’, in Indian Environment. Most importantly, there is challenge in dealing with the efforts of 
Earnings Management by the Management, which may mislead the resulting financial reports. 

3.3.7 On the other hand, Fair Value Measurement, undertaken efficiently & sincerely, adds the most 
crucial attribute to the financial reports and that is relevance. India, with its considerable inflation & interest 
rates, over last quarter of century has shown astounding growth in valuations of several assets, primarily in 
real estate, but leading to other aspects, including intangible. It is important to capture this exponential 
growth in the financial reports effectively. Going further, timely valuation at Fair Value also helps entity deal 
with the volatility of the market efficiently. 

3.3.8 What is important on this background is that maximum possible information about every market and 
the participant therein, should be available in public domain, preferably in digital format. Only such an 
environment shall help us prepare financial reports presenting ‘True & fair’ picture of the company’s 
performance and position. It is also important for the stakeholders to be educated about these concepts so 
that they can counter any efforts of Earning Management. 

3.4 FAIR VALUE MEASUREMENT – SPECIFIC SCENARIO 
The scope of this standard is to define the measurement paradigm of the Fair value and as such application is 
left to respective standard, depending upon the area it is dealing with. However, there are specific scenarios, 
wherein, the expected treatment has to follow the norms clearly laid out by this standard itself. 

Such scenarios can be summarized in the flow chart given below: 
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CHART – 3.1 
Specific Scenarios 

 
3.5.1 Non-Financial Asset 
3.4.1.1 Ind AS 32 defines “A financial asset is any asset that is cash, an equity instrument of another entity, 
a contractual right to receive cash or another financial asset from another entity or to exchange financial 
assets or financial liabilities with another entity under conditions that are potentially favourable to the entity 
or a contract that will or may be settled in the entity’s own equity instruments under certain circumstances.” 
What is not a Financial Asset is Non-financial Asset. While valuing such asset, what is taken in to 
consideration is ‘Highest and best use’ to ‘a market participant’. What is implied in the term ‘Best’ use? That 
such a use is physically possible, legally permissible and financially feasible. These terms need to be 
understood in detail. The valuation is arrived at only when all the aforesaid three conditions are met. 
However, it is important to underline that these criterion should not be applied Entity specific. They should 
be applicable to all the participants in the relevant market. Further, where such a non-financial asset is 
required to be used together with other assets/liabilities (this may happen when it is configured in to or part 
of larger system, e.g. a specialized Engine or when it is a business unit, e.g. a job work section exclusively 
affiliated with a product line), then the Highest & Best use needs to be ascertained as a comprehensive unit. 
In that process common set of assumptions need to be made. 

3.4.2 Liabilities – held by others as asset and not held: 
3.4.2.1 The ‘Transfer’ of liability, discussed under the standard, has to be clearly comprehended. When a 
creditor is paid off in full, it is not transfer but extinguishment or permanent settlement of the liability. 
However, when a bank takes over working capital loan provided by another bank, it is transfer. Similarly, 
when the company is dissolved, it settles liability in its own instrument, i.e. Equity. However, when it has 
issued a convertible debenture, the equity component in it can be transferred and not to be settled. Fair Value 
Measurement is applicable only in case of ‘Transfer’ and not settlement or extinguishment. While 
ascertaining the Fair Value, it is also required to factor in non-performance risk, either by the third party or 
the entity itself. Company Z is guarantor for the performance by Company J. the liability against such a 
guarantee is bound to factor in the situation where company J defaults, but it also needs to consider the 
probability model of its own default to arrive at Fair Value. When the Liability is going to be payable on 
demand, the amount required to be repaid on demand has to be discounted from the day when it becomes 
payable to measurement date. The valuation of such a liability cannot fall below such discounted value. 
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3.4.3 Fair valuation of portfolio 
3.4.3.1 By default, it is expected that the financial assets and liabilities are valued independently. However, 
the standard provides an important exception to this rule. It is possible in certain circumstances that the entity 
has documented a risk management or investment strategy by which, a group of Financial Assets and 
Liabilities are grouped together. This group has a common exposure either to Market Risks or Credit Risks 
of each of the counterparties. The standard permits measurement of fair value as a group in such scenario. 

3.4.3.2 It is important in such situation that the Key Managerial Personnel has clear information of such an 
arrangement and the reasons thereof. Otherwise, the valuation shall be required to be done independently. 

3.4.3.3 The measurement in balance sheet, of such a group, has to be regularly done on the basis of net 
exposure and not as a One off event. 

3.4.3.4 The market risks need to be substantially same in that they should have similar segment of the 
financial instrument and nearly same period. E.g. an entity holds dollar exposure through one of its financial 
asset and it is also liable to Commodity Price risk liability. There is an essential mismatch here. Similarly 
financial asset having 6 months’ life against a financial liability with 12 months exposure is also not suited 
for grouping. 

3.4.3.5 While factoring in the credit risk, it is important to consider the Net exposure of the each of the 
counterparty as well as credit risk involved in it. 

3.5 VALUATION PARADIGM 
There are three fundamental approaches of the valuation, which the standard considers. Within these 
approaches, there are varying methodologies. Such a decision needs to be made objectively, on the basis of 
available data and relevant circumstances. This decision should not be made with the intention of Earnings 
Manipulation. Further, it is possible that the entity would adopt a combination of more than one approach. In 
such case, there is no standardized mathematical proportion prescribed for such combination and it is more 
of the matter of judgement based on aforesaid criterion. As we look in to these techniques and their 
methodologies, it is advisable to clarify that at the time of initial Recognition, there is no scope for any other 
valuation technique than Transaction Price or what is also known as Entry Price. At the subsequent 
valuations these techniques are utilized. The representation below summarizes them comprehensively: 

CHART  – 3.2 
Valuation Approach 
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3.5.1 Market approach 
3.5.1.1 It is essential to identify identical asset, liability or their combination while adopting the Market 
Approach. This identification is crucial since it forms basis of entire subsequent application. The comparison 
for identifying the comparable should not be restricted to one variable. It is essential for management to 
apply its judgement in such a way that the comparability is established beyond doubt and on the basis of 
several, most relevant criterion. 

3.5.2 Income approach 
Under Income Approach, the company essentially estimates the probable Cash-Flows generated out of Asset 
or Liability in the future and discounts them to their present value, which is considered as Fair value then. 
Thus, there are two components of this technique, one is the future cash flow and the other being applicable 
rate of discounting. It is important to factor in various risks such as performance risk, market risk and credit 
risks while ascertaining the probable future cash flows and the most appropriate rate of discounting. 

3.5.3 Cost approach 
When an entity looks at certain valuation from replacement perspective, it leads to Cost Approach.  Such a 
replacement should ensure the present service capacity of the asset, to be available in tact, post replacement. 

3.6 INPUT HIERARCHY 
While enlisting data from various inputs to measure the Fair value, standard has set three-level hierarchy by 
classifying inputs based on their reliability and relevance in the measurement. As mentioned already, it is 
expected that the First and most sought after input would be the Quoted Price in Active Market, followed by 
Observable and then Unobservable inputs. The preparers of the financial report are supposed to proceed from 
Level 1 to Level 2 and then to Level 3, only when the input from preceding level is insufficient for 
measurement purpose. 

3.6.1 Level 1 quoted market price 
The first Level input is Quoted Price in Active Markets. To accept the fair value based on this Level input 
there are three important characteristics… 

3.6.1.1 Firstly, it is essential that the market be an active one with where the identical assets or liabilities or 
group of them are regularly traded including on Measurement Date and the entity has access to it. 

3.6.1.2 In the event of having more than one such active market, the principal market can be identified 
following the process illuminated in 3.4.4. 

3.6.1.3 Finally, there should be no adjustment whatsoever to such a quoted price. For any reason, such as 
restricted access to the entity or lack of representation of Fair Value on measurement date, etc., if the entity 
is unable to accept the quoted price as it is and required to make adjustments to quoted price for arriving at 
Fair Value, then the measurement is categorized as one within lower than first level of fair value hierarchy. 

3.6.2 Level 2 observable inputs 
The entity may not find an active market for identical assets or liabilities or even where it is to find such a 
market, it may not be active. The nature of measurement may be required to make adjustment to the quoted 
market price, of the macro economic factors, such as interest rates, exchange rates, credit spreads, volatilities 
in the available market data, etc. Observable Inputs are usually available in public space and used as an aid to 
Level 1 input for ascertaining the measurement more accurately. Such an adjustment may be necessitated on 
account of Location of the Asset, limited comparability of the similar assets/liabilities in quoted markets, 
differentiation due to level of activity. It is important to note here that Level to adjustment, while important, 
cannot be significant to entire measurement exercise. It is expected that Level 2 inputs shall play secondary 
role in arriving at the fair value, mostly for the purpose of adjustment to level 1 input. However, if it 
observed that the Level 2 input is domineering in the entire exercise of valuation, then such a valuation 
would fall in the premise of lower level of input in the hierarchy. 

3.6.3 Level 3 – unobservable inputs 
The most important part of these inputs is that they are usually not available on the public domain. In some 
cases, the data set is a derived value, existing to the imaginative reporting minds, but supported by enough 
evidence to substantiate that imagination. Thus, there is a lot of requirement to make the necessary 
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assumption, collect relevant data and only then an unobservable input can be arrived at. The entity would 
even use its own transaction and historic data to arrive at the input. Typical examples of Level 3 inputs are 
long dated Currency Swaps, Decommissioning liability arising out of a Business Combination, etc. Financial 
forecasts, historic volatility, mid-market consensus are some of the factors which lead to Level 3 inputs. 

3.6.4 Valuation techniques and input levels juxtaposed 

Table – 3.1: Valuation Techniques 

LEVELS MARKET 
APPROACH 

INCOME 
APPROACH 

COST 
APPROACH 

ONE Quoted Price, 
identical item and 
no Adjustment. 

Contractually & 
Directly identifiable 

Cash Flows. 

Similar Asset for replacement 
modelling. 

TWO Adjustment to 
above through 

observable inputs 

Adjustments to 
projected CFs and 

discounting rates, based 
on Risk. 

Adjustments to the asset for 
life and technology status 

based on public data. 

THREE Adjustment to   
Quoted price using 

unobservable 
Inputs. 

CFs & Rate  adjusted 
on the  basis of factors 

such as inflation 
projection,  consumer 
requirement growth 

projection, etc. 

Asset price in Level 1 
adjusted on the basis of 

factors such as estimation of 
long term contractual 

obligations, macro-economic 
issue, etc. 

3.6.5 As one can witness from the aforesaid table, all the three approaches/techniques of fair value 
measurement may need to use the inputs from each level. This can be explained as follow: 

3.6.5.1 Entity S Ltd has a contract with its customer B Ltd that B Ltd would pay its dues over next 15 
months, with a monthly fixed component and an added uncertain component of 10% of the sales of the goods 
produced by the machines sold by Company S Ltd to B Ltd. While undertaking valuation, the fixed 
component is Level One input. It can be adjusted with credit risk, based on Level two input of credit rating 
of the company B Ltd. However, the component based on sales has to be valued by building a model of 
prospective sales by B ltd and that would fall in Level three input. Depending upon the relative proportion of 
this component, as also the credit risk associated with B Ltd, S Ltd would be able to classify the Fair Value 
as that within the respective Level. 

3.6.5.2 Entity W Ltd has chosen to value its plant by Fair Value method. This is very specialized equipment 
and as such has no active market or even a similar asset, being traded as on measurement date. Hence, it opts 
for the Cost Model. It invites a bid for building up an identical brand new machine, for which the price of 
INR 100 million is specified by the vendor. However, there are some components, being used by the present 
machine, which are no longer manufactured and as such, the replacement price from the vendor needs to be 
adjusted with the technological obsolescence. This can be done only by making assumptions under Level 3. 
Further, depreciation might have to be considered since the present machine has been used for five years, 
which can be taken as Level 2 input. 

3.6.6 These illustrative examples underline the need for synchronization between various Levels of Inputs 
and Valuation techniques, based on available information and management judgement. 

3.6.7 Adoption of three level input Hierarchy leads to subjectivity in the management decision making. 
Especially in the space of tangible fixed assets, within PPE, it was observed upon the studies by the likes of 
Most studies, including Easton et al. (1993)9, Barth and Clinch (1996)10, Barth and Clinch (1998)11 and 
Muller and Riedl (2002)12, that they are exposed largely to the Management choices, since Level III Inputs 
are more extensively required to be used. 

3.6.8 This has prompted authors like Skoda and Salvikova (2015)13 to say that Historic Cost and Fair 
Value should not be seen as competitors, who would replace each other. They both have their utilities in the 
application by the stakeholder. As the authors put it in their conclusion “Historical cost provides investors 
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with the cost of the investment, while fair value gives a measure of what the management expect to get in 
return from a certain investment. Knowledge of fair value is important, although it is not enough. Users also 
need to know the cost of the investment. In fact, knowing how much resources have been sacrificed to obtain 
that fair value, they could effectively evaluate stewardship. This paper therefore concludes that both 
historical cost and fair value should be provided as only together they can deliver complete and useful 
information to investors. As a consequence, the adoption of a dual measurement and reporting system should 
be considered and discussed at a standard setting level”. 

3.7 FAIR VALUE JUDGEMENT MATRIX 
3.7.1 The strength of Fair Value Measurement concept is that it provides most contemporary, most current 
and most relevant valuation to reflect in the financial reports. Consequentially, it enhances the quality of 
reporting and improves its comparability. However, on the other side, this very concept is subjective in 
nature. That leads to scope for deliberate and unintentional miscalculations and that in turn might sour the 
precise quality of reporting that it seeks to enhance. 

3.7.2 This is where the role of Corporate Governance becomes crucial. Specifically in the case of Non-
Financial Assets and Liabilities, active markets may not be available in abundance. Moving to Level II and 
III inputs always intensifies the subjectivity of the standards. The issues of stewardship/accountability 
become more complex. This is correctly summarized by Xiao and Hu (2017)14. “However, managers have 
strong incentives to negotiate with these hired asset appraisers for their own benefits. Therefore the 
professionalism and independence of such asset appraisers is crucial to maintaining the high quality of FV 
information. Similarly, external auditors can play an important role in overcoming the difficulties and 
challenges in the process of implementing FV accounting and improving the quality of FV information, but 
this requires auditors to strengthen up their professional competence and independence.” On this 
background, it is essential for the Corporate Management to have a systemic Action Plan to deal with the 
issues in this measurement. 

3.7.3 Thus, Corporate should have a Governance Matrix to deal with these issues. This matrix shall 
consider 4 aspects in Fair Value Measurement: 

3.7.3.1 DECISION 
What are the various decisions, involved in reporting within this framework? 

3.7.3.2 ACTION 
What is the requisite action linked with the respective decision, before arriving at it? 

3.7.3.3 RESPONSIBILITY 
Which level of Management should own the responsibility of taking the necessary action? 

3.7.3.4 MONITORING 
How the decision and its implications should be monitored? To what extent?From which Level in 
Hierarchy?With what periodicity? 

3.7.4 An effort has been made by the Researcher to design the sample of Corporate Governance Matrix, 
with respect to the Measurement Paradigm. In no manner whatsoever, this is conclusive or static. Each entity 
would make the necessary additions, deletions or alteration to this model. The effort of the researcher is to 
address a need for such a matrix and endeavouring to define the direction in which such an exercise can be 
made. 

Table – 3.2: Fair Value Measurement Matrix 
DECISION ACTION RESPONSIBILITY MONITORING 

Recognition at 
transaction 

Measuring Transaction 
Price 

Middle Routine 

Grouping of the Assets 
& Liabilities for 

Valuation 

Decision based on 
whether exposed to same 

credit or market risk 

Top – based on 
Materiality 

Case-by-case 
monitoring is essential, 

needs to verify 
Management Logic 
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Identifying the 
Principal Market 

Collect information on 
the markets where 

similar assets/liabilities 
are traded. 

Middle – if active 
markets are 

Available in usual 
course. 

Routine, unless active 
markets are not 

available in usual 
course. 

Accepting Quoted 
Price without 
adjustment 

Recognize the Quoted 
price as on measurement 

date. 

Middle Ensure there is no 
adjustment required 

Using data from  
Observable Inputs 

The procedure, in case of 
regular valuation, needs 

to be laid down by 
the top 

management in 
Consultation with audit 

committee. Middle Level 
management shall apply 

it periodically. 

Middle Routine, to ensure the 
procedure is proper and 
it is regularly followed. 

Using data from 
Unobservable Inputs 

When unobservable 
inputs are to be used, it 

enhances the subjectivity. 
Hence, the top 

management should itself 
look in to it. Moreover, it 

should employ third 
party professionals, 
wherever required 

Top management/ 
Valuation 

Professionals 

High priority, based on 
Materiality –This is 

because this is one of 
the most crucial 

decision that 
would leave scope for 
Earnings Management. 

Choosing 
Market/Income or Cost 

Approach 

Top management should 
take this call initially as 

to which approach would 
give justice to 

asset/liability under 
consideration and review 

it periodically. 

Top Management Routine follow up once 
the approach is 
assessed against 

available information 

Projection of CFs Identifying the possible 
cash flows in future 

Middle Monitoring the process 
and scrutinizing it 
more extensively, 

based on materiality. 
Determination of Rate Considering Sensitivity 

& Probability Analysis, 
as well as relation to 

market risk 

Top Closer scrutiny is 
necessary, since a little 

deviation has 
considerable impact on 

valuation. 
Pricing of asset for 

replacement and 
adjustments to it 

Identify similar asset, 
market participants, 

determine the  
adjustments, such as 

obsolescence for 
replacement purpose 

Middle Routine, unless the 
materiality requires 
closer regulations. 

3.8 SUMMARY 
Introduction of an entire standard on the Fair value Measurement concept underlines its importance in the 
Financial Reporting Ecosystem of modern Corporate. Even where the IFRSis not yet acceptable (say, United 
States) this concept is already prevalent. Thus, commanding this concept in its element shall bear rich fruits 
to Indian Corporate, all over global platform. 
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And yet, Shakespeare remarks in his The Merchant of Venice, "I like not fair terms and a villain's mind”, 
with good reason. In more modern times, chairman and CEO of The Blackstone Group, famous American 
businessman, investor and philanthropist Stephen Allen Schwarzman had said that “the concept of fair value 
accounting is correct and useful, but the application during periods of crisis is problematic. It's another one of 
those unintended consequences of making a rule that's supposed to be good that turns out the other way”. 
The very strength of this system may make it a weapon in the hands of financial manipulators. While 
undertaking the study of this concept, these implied threats should not be overlooked. 
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CHAPTER - 4 

FAIR VALUE AND IND AS 
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4.1 INTRODUCTION 
The concept of Fair Value is crucial to the modern accounting paradigm and upheld several times by the 
designers of accounting framework. However, it is specifically important in certain areas, as has been said 
before. This chapter focuses on those three areas where the Fair Value Measurement has unprecedented 
importance over other matters. Long Term Business Assets, termed as Property, Plant & Equipment under 
Ind AS 16 is the first such area. Financial Instruments, covered by three different standards of Ind AS 107, 
Ind AS 32 & Ind AS 39 is the second area. Between them, they constitute nearly entire balance sheet. 
Another crucial aspect of the Modern Businesses is continuous Business Combinations entered in to by the 
corporate entities. Ind AS 103, covering them, also treats Fair Value as the central theme of that standard. 
There are other standards, such as Ind AS 24 – Employee Benefits, where this concept is definitely 
important. However, if one looks at the overall importance of Financial Instruments, Business Combinations 
and Property, plant & Equipment to any entity, the rationale of choosing these three areas for analysis would 
be self-evident. A principal objective of this chapter is 1.4.5, “To create a reference manual for the 
relevant components of the Indian corporate.” 

4.2 DISCUSSION OF IMPORTANT TERMS 
3.2 PROPERTY, PLANT AND EQUIPMENT 
In most of the cases, especially in the manufacturing and related activities, Property, Plant & Equipment is 
the most crucial part for the business. Most of the investment is sunk in PPE and its proportion defines the 
capacity and operating leverage of the entity. Consequently, it has substantial importance at the time of 
reporting as well, since a small error in the valuation shall go long way in its impact on the overall picture for 
the entity. Traditionally, PPE were valued at historic cost reduced by the impact of the depreciation. 
However, in the modern business, valuation of the asset may differ substantially from its depreciated historic 
cost, upward as well as downward, on account of several dynamic factors such as technology, location, 
market composition, etc. This needs to be reflected in the financial position of the entity and corresponding 
impact in the annual performance statements. Fair Value facilitates this and that is the biggest contribution of 
this concept to the PPE reporting. However, to clearly comprehend this impact, it is essential to study the 
standard in detail. 

3.2.1 Recognition 
3.2.1.1 Any plant, property or equipment is recognized as an asset only when they fulfil two conditions… 
firstly, the item can reap economic benefits that can impel flow to the entity and secondly, the cost of the 
item can be measured reliably. 

3.2.1.2 The dearth of prescribed unit to measure the recognition of any PPE invites speculation in applying 
the recognition criteria to an entity’s specific circumstances. Hence it can be legit to aggregate individually 
insignificant items, such as moulds, tools and dies, and to apply the criteria to the aggregate value. It is also 
to be noted that any spare part or stand-by equipment are recognized as PPE provided they suffice the 
mentioned definition otherwise they shall be considered as inventory. 

3.2.1.3 The recognition principle shall be applied to all costs at the time they are incurred, both incurred 
initially to acquiree or construct an item of property, plant and equipment and incurred subsequently after 
recognition to add to, replace part of or service it. 

3.2.1.4 Initial Cost: Items of property, plant and equipment may be acquired for safety or environmental 
reasons. Despite the above items of any particular existing PPE do not reap future economic benefits 
directly; they yet are qualified as a recognised asset because they can succour to avail those economic gains 
of the entity from the related assets in excess of what could be derived had those items not been acquired. 

For example, a foundry is required to establish a system of disposal of its iron ore and other metallic waste 
due to the environment norms, recently introduced. Though this did not increase its productivity in any 
manner, without this, the entity cannot operate. It is restricted by Act to function without this. Hence, this 
system shall be treated as Asset. 

3.2.1.5 Subsequent Cost: Subsequent cost is the cost recognized as day-to-day servicing of the item. They 
are primarily the costs of labour and consumables, and may include the cost of small parts and hence such 
outlays are often described as repairs and maintenance of the item of PPE. These costs are recognised in 
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profit or loss as incurred because they only maintain rather enhancing an item’s capacity to bring future 
economic benefits.  However some parts of the item of PPE may require replacement at regular intervals, for 
example, aircraft interiors. In such cases, an entity derecognizes carrying amount of older part and 
recognizes the cost of new part into the carrying amount of the item. The same applies to major inspections 
for faults, overhauling and similar items. 

3.2.2 Measurement 
3.2.2.1 Initial Measurement: Any item of plant, property or equipment recognized as an asset shall be 
measured at its cost. This can be depicted diagrammatically as below: 

CHART – 4.2 

Elements of Costs 
3.2.2.2 Purchase Price includes –Taxes for which no refund/credit is available, duties applicable on imports 
but does not include rebates or discounts in course of purchase, i.e. trade discounts 

3.2.2.3 Directly Attributable Cost – Management has certain pre-defined specific purpose of buying an 
asset. All the costs, incurred in the process of making the asset available at the location and in the condition 
in which such purpose can be fulfilled are required to be included in this. E.g. Costs spent on the employees, 
which was directly on account of the acquisition or construction of an item of PPE, Expenditure on 
preparation of site, costs associated with delivery, handling during the delivery, assembling and installation, 
testing. In case any items were generated in this process such as samples or scraps, the sale proceeds of these 
items are reduced from this cost. 

Once the item of the PPE is earmarked in its location and is in fine operational condition as aspired by the 
entity’s management then the recognition of cost in the carrying amount is terminated. Hence the cost 
induced in using or reemploying an item is not included in the carrying amount of that item. Also, certain 
other costs are not included in the carrying amount of an item of property, plant and equipment, such as 

a. Costs related to an item which is fully operational but not used to full of its capacity or not utilized at all. 

b. Losses during initial operating phase, e.g. when the sales of the output are building up. 

c. Costs incurred during reorganizing some or all operations of an entity or relocating them. 

In cases where items of PPE are used in construction or development and are not earmarked in the 
designated location and in the anticipated condition, such incidental operations shall occur before or during 
the construction or development activities. 

For example, car park when the construction for building is under process may generate income.  Because 
incidental operations are not necessary to bring an item to the location and condition necessary for it to be 
capable of operating in the manner intended by management, the income and related expenses of incidental 
operations are recognised in profit or loss and included in their respective classifications of income and 
expense. 

If an asset is constructed by the entity itself and not acquired, the principles applied should be same as the 
later. If such asset is built up with others, which are sold, then the costs for items sold and item used for the 
entity would be same. The internal profit that may be generated out of loading is to be eliminated. Yet, there 
may be other costs, such as wastage, use of common resource or manpower, which are required to exclude 
from the cost of asset. 

3.2.2.4 Initial Estimate of Cost: Though the asset is not sold, neither intended to be disposed off on the 
reporting date, the entity is required to make an estimate of certain costs such as dismantling, site restoration, 
Major inspection or Cost of replacement. 

3.2.2.5 Certain costs are not considered specifically, e.g. if a facility is opened afresh, costs like 
advertisement and market promotion, associated with introduction of new product; costs such as staff 
training, linked to acquiring new category of customers or at new geographical location; administration and 
other general overhead costs, etc. 
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3.2.2.6 It is relevant to note here that in the situations where the asset is exchanged against non-monetary 
assets, the cost is recognized at Fair Value. The detailed discussion shall follow under separate heading in 
this chapter. 

3.2.3 Subsequent measurement 
3.2.3.1 Subsequent Measurement is undertaken by Cost or Revaluation model, of which, later is carried out 
on fair value Principles, separately discussed. 

3.2.3.2 The choice from the aforesaid two methods is bound by a condition that once a model is selected 
same shall be applied to the entire class of property, plant and equipment. 

3.2.3.3 Dahl & Nyman (2012)2 undertook an empirical study in the context of selection of Cost model over 
Revaluation model, amongst 18 companies across five sectors and arrived at the conclusion that “preference 
of the cost model… is resulting from the respondents’ desire to present reliable numbers, tradition, 
professional groups preferring this model and industrial practice within the energy industry”. Similar results 
have been arrived at by Jukka Koiranen (2014)3and Fonseca (2007)4 

3.2.3.4 The functioning of the Cost Model can be explained in brief as follows: 

Chart – 4.3: Cost Model 

 
3.2.4 Depreciation 
3.2.4.1 Depreciation is defined as the systematic allocation of the depreciable amount of an asset over its 
useful life. The items of the PPE are depreciated in order to maintain the matching principle. As the items of 
the PPE are in operation for a period of over more than year, it also successors in producing revenue in more 
than 1 year and hence their cost have to be spread across those years to match the revenue they help to 
produce. The depreciation charge for each period shall be recognized in profit or loss unless it is included in 
the carrying amount of another asset. In some cases the future economic benefit associated with the assets 
are absorbed on producing other assets. For example, the depreciation of manufacturing plant and equipment 
is included in the cost of conversion of inventories. Similarly, depreciation of PPE used for development 
activities shall be included in the cost of an intangible asset recognized in accordance with Ind AS- 38, 
intangible assets. 

3.2.4.2 However, once the items of the PPE are recognized, the entity allocates the amount to it even to the 
significant parts and depreciates each such part separately. For example, it shall be befitting to depreciate the 
airframe and engines of an aircraft separately irrespective owned or subjected to a finance lease. Such 
Componentization is an important differentiating aspect of Ind AS, as opposed to erstwhile Indian GAAP. 

3.2.4.3 Depreciation of an asset begins when it is ready or available to for the use i.e. when the asset is 
earmarked in the designated location and desired condition as fully operational. 
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Chart - 4.4: Calculation of Depreciation 

 
3.2.4.4 The cost of depreciation is only terminated when the asset is derecognized but not when it has been 
idle or retired from active use unless the asset is completely depreciated. 

3.2.4.5 The three primary factors influencing the measurement of depreciation are Depreciable Amount, 
Useful Life &the systematic basis on which the form is allocated over later to arrive at the Depreciation. Let 
us take a look at each of the concept in this formula. 

3.2.4.6 Based upon the model it is following, entity can ascertain the Cost or other value that substitutes it. 
From this, it has to reduce residual value. In other words, the journey of the asset begins from the former, at 
present reporting date, and ends at the later when asset is to be disposed of. Thus, the depreciation should be 
provided for the difference between the two values and over the useful life of the asset. 

3.2.4.7 However, this does not necessarily mean that the depreciable amount should be divided by useful 
life to arrive at depreciation amount, though this is acceptable method. What is important is that the 
depreciation should facilitate the ‘Systematic Allocation’ of depreciable amount over the useful life, which 
will reflect the patterns of the economic benefits that the asset is going to derive from the use of the asset. 

Chart – 4.5: Different Depreciation Methods 
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4.3.5 Impairment 
3.2.4.8 Ind AS 36 Impairment of Assets guides an entity to determine its impairment loss and reversal 
thereof, if required. Typically, impairment refers to describe a permanent reduction in the value especially of 
a company’s fixed asset because that asset turns abortive to fetch economic benefits to the entity through 
periodic assessment. 

3.2.4.9 It is the Ind AS – 16 that guides the compensation from third parties for the items of PPE that are 
impaired, lost or given up to be included in the profit and loss when the compensation becomes receivable. 
For example, any claim for compensation of damaged insured property from respective insurance company 
is recognized in profit and loss as soon as the insurance company accepts the claim, agrees to compensate 
and then closes the case by performing the necessary procedure. 

3.3 BUSINESS COMBINATIONS 
3.3.1 A business is essentially a combination of assets and activities linked to them in such a way that it 
generates some kind of benefit, wither in terms of dividends, reduction in cost or some other economic 
benefit to its owners, participants or members, depending upon the structure. A business combination refers 
to an event or a transaction where two or more companies jointly agree to amalgamate all the operations, 
assets, officers, structure and other functions of business i.e. when an acquirer solely acquires control of 
either one or over one business. Hence under this event one company manages to obtain control or in the 
least a controlling interest in another company and consolidates single ownership. Business combinations 
can be prevailed through merger, acquisition or hostile takeover. Following are the permutations of a 
business combination: 

i. Acquirer makes one or more business its subsidiary/ies. Alternatively, Acquirer merges in to itself, net 
assets of one or more businesses. 

ii. A combining entity gets transferred in to itself, either net assets of another combining entity or the equity 
interests of the erstwhile owners. 

iii. Newly formed entity acquires net assets, or entities interests of the owners, from both the combining 
entities. 

iv. A group of former owners of one the combining entities obtain control of the combined    entity. 

3.3.2 Before we discuss the operation of Business Combination, it is essential to identify the acquisition of 
business more distinctly different than acquisition of an asset or a group of asset and liabilities. The 
following flow shall help us understand it… 
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Chart - 4.6: Flow Chart depicting choice between business acquisition vis-à-vis asset acquisition 

 



 

Fair Value Measurement - Challenges and Perceptions 

34 

3.3.3 The standard recognizes Acquisition Method for accounting a Business Combination that can be 
depicted as: 

Chart– 4.7: Acquisition Method 

 
3.3.3.1 Identify Acquirer 
In case of any business combination, one of the combining entities shall be identified as the acquirer i.e. the 
combining entity that obtains the control of the other entity, i.e. acquiree. Mostly, the acquirer is the investor 
who obtains the investment in the other entity but in cases where there is lack of clarity in the business 
combination, it shall be determined by the following: 

a. If a business combination is a result of transfer of cash, other assets or contingent liabilities then the 
acquirer is the one who has undertaken to do this transfer. 

b. If a business combination is a result of transfer of equity interest, then the acquiree is the entity that has 
issued equity interest. 

Following are the factors and circumstances under which the acquiree can be identified under business 
combinations transpired by transferring equity interests: 

An acquiree is usually the combining entity whose relative size in terms of assets, revenue or profits are 
evidently is colossal than that of the other combining entity/entities 

If a business combination is transpiring involving more than two entities then the acquiree shall be discerned 
after concluding the following factors: 

i. The combining entity that initiated the combination 

ii. Relative size of the combining entities 

3.3.3.2 Determine Acquisition Date: An acquisition date refers to the date on which the acquiree procures 
control of the acquiree. It is the date on which the acquiree legally transfers the consideration i.e. the 
payment for investment, acquires the assets and assumes the liabilities of the acquiree. However there may 
be a case where the acquiree may procure control on date preliminary or subsequent to the acquisition date. 
Then the acquiree shall consider all apposite facts and circumstances in identifying the acquisition date. It is 
customary to calculate the fair value of acquired assets and liabilities and purchase consideration and 
goodwill in on the date of acquisition. 
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3.3.3.3 Recognition: The standard enunciates that the acquiree or the investor shall recognize all the 
identifiable assets acquired, liabilities reckoned and the non-controlling interests in the acquiree separately 
from goodwill. The acquiree investor needs to be cautious to recognize if there are any unrecognized assets 
with the acquiree and scrutinize whether they suffice the criteria for recognition.  For example a subsidiary 
can have some unrecognized internally generated intangible assets meeting the criteria separately. In such a 
case, the acquiree needs to recognize these assets too. 

Recognition Conditions 
a) Recognition measures should suffice the definitions of assets and liabilities in the framework for the 

preparation and presentation of financial statements in accordance with Indian Accounting Standards. 

b) The cost that the acquiree anticipates however does not incur in the future to affect its plan to exit any 
activity of the acquiree or to terminate the employment of or relocate an acquireer’s employees are not 
liabilities on the acquisition date. Hence the acquiree does not recognise those costs in its post-
combination financial statements in accordance with other Ind AS. 

c) The identifiable assets acquired and liabilities assumed must be part of what the acquiree and the 
acquiree exchange in the event of business combination and not a result of separate transaction. 

d) The acquireer’s application of the recognition principle and conditions may result in recognising some 
assets and liabilities that the acquiree had not previously recognised as assets and liabilities in its 
financial statements. 

e) For example; Say an acquiree recognises identifiable assets that have already been acquired either like a 
brand name, a patent or a customer relationship that the acquiree failed to recognize as assets in its 
financial statements because it developed them internally and charged the related costs to expense. 

f) The acquireer’s application of the recognition principle and conditions may result in recognising some 
assets and liabilities that the acquiree had not previously recognised as assets and liabilities in its 
financial statements. 

g) Further, it is also important to classify all the acquired assets, assumed liabilities on the basis of 
contractual terms, economic conditions, operating or accounting policies and other relevant conditions 
that may exist on the acquisition date. 

It is possible that certain items such as Contingent Liabilities, Income Tax, and Share based Payments, 
Employee Benefits or Reacquired Rights are treated as exceptions to the principles of Recognition or 
Measurement as laid down by the standard. They, too, are discussed elsewhere to the extent of their 
relevance. 

Since the Acquiree is required to measure the acquired assets and liabilities at Fair Value on Acquisition 
Date, it is separately discussed elsewhere in this chapter. 

3.3.3.4 How to Recognize and subsequently, measure the Goodwill or a Gain from Bargain Purchase. 

Goodwill is an asset representing the future economic benefits arising from the other assets acquired in a 
business combination that are not individually identified and separately recognized. 

The acquirer shall compute the surplus of i over ii below to arrive at the goodwill from the acquisition as on 
the acquisition date: 

i. Sum total of the following: 

a. Fair value of what consideration is transferred 

b. Total value of non-controlling interest in the resulting entity, if any 

c. In case of combination, achieved in stages, fair value of the equity interest, previously held by the 
acquirer as on the date of combination 

ii. Acquisition date amounts of net assets in the resulting entity 
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When the resulting answer above is positive, it is recognized as intangible asset and annual impairment test 
is performed to assess its Fair value. 

If it is less than zero, then there is a gain or bargain purchase. In such case the acquirer is required to review 
the processes by which it has recognizednon-controlling interest, acquired assets and liabilities, previously 
held interest and whatever consideration is transferred. Gain on bargain purchase is recognized I Profit & 
loss Account. 

3.3.3.5 Bargain Purchase 
The acquisition is said to have resulted in bargain purchase when the assets are acquired in exchange for 
consideration which is less than their fair value. This occurs when the Net Fair Value of Identifiable asset is 
higher than: 

a. What Consideration is transferred 

b. Fair Value of Non-controlling interests 

c. Fair value of equity interest if held previously 

Thus, when there is a bargain purchase, corporate entity acquires another by paying less than the fair value of 
the latter’s net assets would fetch. Since this is relatively unlikely, the acquirer is required to identify the 
reasoning and its substantiation by which the business combination can be recognized as bargain purchase. 
Once such substantiation is identified, a reassessment of acquired assets and assumed liabilities is necessary. 
Further, the acquiring entity is also required to reconsider the processes by which the amounts of 
consideration are measured at to make sure that all the relevant necessary information is factored in to that 
measurement. 

If there is no sufficient evidence, the acquirer shall undertake reassessment and review the measurements. If 
there is still an excess amount after applying the requirements, it shall be directly recognized in equity as 
capital reserve.  In rare circumstances, there is gain in bargain purchase after due substantiation and 
reassessment, and thenthe acquirer is required to recognize that gain as a part of OCI on the acquisition date 
and accumulate it in capital reserves. 

The typical reasons why gain may arise are compelled sale or a mistakewhile valuing the identifiable assets, 
non-controlling interest and/or equity interest 

3.3.3.6 Consideration Transferred 
Fair Value principles are applied while measuring the consideration which is transferred as a part of business 
combination. Thus, the consideration is to be measured as sum total of: 
a. Fair Value measurement of assets transferred on acquisition date by the acquirer. 
b. Those liabilities which are due by acquirer to the previous owners of acquiree. 
c. Equity instruments which are issued by acquirer. 
While transferring assets and liabilities as a part of consideration, acquirer re-measures them since they may 
differ from their carrying amount as far as Fair Value is concerned. The resulting gains or losses are 
recognized in the revenue statement of the acquirer. However, if such assets and liabilities are going to 
remain as a part of the combined entity and as such, the acquirer shall continue to have control over them, 
then the they shall be measured at their book value on the date before the date of acquisition. Further, in 
some cases, there might be a contingent consideration during the process of business combination, so that 
both the parties are synchronizing their interests to arrive at a deal which generates best possible economic 
benefits. Such contingent consideration is part consideration transferred. Subsequently, the accounting 
treatment shall be determined by whether such consideration on contingent basis is financial asset, liability 
or equity. If it is equity, it would not be measured again. However, if it is financial asset or liability then it 
would be categorized as right to return and accordingly, profits or losses booked. 
3.3.3.7 Stage-wise Business Combination 
In some cases, the acquirer does not acquire controlling interest in a single transaction but undertakes a series 
of transactions at different stages by which it ends up obtaining controlling interest. This is also called as 
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Step Acquisition. In such case, every significant transaction is required to be accounted for separately and 
identifiable assets, liabilities and contingent liabilities at their fair value before immediately before the 
acquisition date. 

Example: Salman Ltd holds 35% non-controlling interests in Katrina Ltd as on December 31, 2017. On that 
date, Salman Ltd went on to purchase an additional 25% interest in Katrina Ltd and there by procures control 
over Ronaldo Co. Such an event of business combination is said to be achieved in stages as per Ind AS 103, 
also called as step acquisition. 

The acquirer shall calculate Goodwill for every transaction separately, on the basis of the cost of that 
transaction. When there is change in the fair value of the equity held earlier in the subsequent acquisition, 
then such change would pass through profit and loss account or OCI. In the event that the acquirer has 
recognized such changes already in OCI, in case of even previous acquisition, then the acquirer shall adjust 
the new change accordingly. 

In case when the acquirer achieves the business combination without transferring the consideration, 
accounting under acquisition method shall consider the following circumstances: 

a. Buyback of its own equity shares by acquire, that gives control to acquirer. 

b. There is arrangement of minority veto rights, which has lapsed and allowed the acquirer to control the 
acquiree clearly. 

c. The event of business combination as an agreement by the parties solely by a contract. There would be no 
transfer of consideration for control, nor equity interest would be held.. 

3.3.3.8 Measurement Period 
After the acquisition, there is a certain time period in which the acquirer adjusts provisional amounts 
recognized for the combination in its books. This is measurement period. Thus, it commences upon 
acquisition and once the acquirer has either obtained all the facts and information regarding the business as it 
exited on acquisition date or has concluded that no more is forthcoming, and then it ends. Such a period 
cannot be more than a year from the date of acquisition. This period given an opportunity to the buyer to 
obtain the necessary information and account for the acquisition judiciously. This information may pertain to 
the points such as acquired assets and assumed liabilities as well non-controlling assets to be identified, 
transferred considerations, step-in acquisition, and goodwill or bargain purchase. 

During this period, the acquirer may come across new information, facts or data about the amounts which 
were recognized and measured on the date of acquisition at different amount. In such case, it would 
retrospectively adjust these amounts as if those were known as on the date of acquisition itself. There may be 
new assets or liabilities which the acquirer would come across based on information in the measurement 
period and this, too, would be recognized in the same manner. 

It is essential to note that when as on the reporting date if the measurement period is not yet over and the 
acquirer is not able to claim to have completed his study and analysis of acquisition related facts and 
information, then it is required to disclose such a thing in its financial report. 

3.4 FINANCIAL INSTRUMENTS 
A lot has been said, written and studied about the role of financial instruments in the modern corporate 
world. On one hand, increasing use of these instruments is evident, further enhanced by the Ind AS 
applicability, which has widened the scope of the definition. On the other hand, their complexity makes it 
challenging to report them correctly. In this segment, an effort has been made to approach the Financial 
Instruments differently and classify them according to their recognition in corporate world. There are two 
measurement classes under Ind AS 109, amortized costs or fair value. The resulting impact of the fair value 
reflects either in profit and loss account or in the Other Comprehensive Income. There are, of course, certain 
preconditions for this treatment. However, to define the measurement category in which a financial item 
needs to be classified in to, management needs to consider the perspective of the issuer or a debt instrument. 
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3.4.1 Classification of the Financial Assets 
3.4.1.1 While classifying Financial Assets, the standard has applied two most important criterions. However, 
before we look in to them, it has to be understood that the approach of the entity is expected to be 
‘collective’ towards a bundle of Financial Assets and not piecemeal. Only then it can develop a Business 
Model out of a set of financial asset and the objective of that model shall become the first criterion. 
Similarly, while building this model, the entity would require ensuring that the contractual terms of these 
assets should be in congruence with each other, for that is the second important criterion of the classification. 
Based on these two criterions and the behaviour of the entity towards them, the classification can be 
tabulated as below: 

Table - 4.1: Classification of the Financial Assets 

Classification The Enterprise model by which 
the asset is managed 

Characteristics of Cash Flow from the 
Financial Asset as defined by contract 

Financial Asset at 
Amortized Costs 

Collecting the Contractual CFs 
is Objective of the Model 

Contract is such that it leads to Cash 
Flows on specific dates and they only 

represent the Principle & Interest on it. 
Financial Asset 
through Other 

Comprehensive 
Income (FATOCI) 

In a bundle of the Financial 
Assets, some are to be reserved 

for receiving the Contractual 
CFs and others for selling 

In the same way as above, the contract 
shall generate Cash Flows on Specific 
dates and represent principle + interest 

It should be remembered here that BOTH the conditions, as described above, need to be satisfied for 
classifying the assets under either ‘Amortized Costs’ or ‘Through Other Comprehensive Income’ category. 

3.4.1.2 As to Fair Value through Profit & Loss is concerned, that category is applied to the Financial Asset 
while reporting in two circumstances… 

3.4.1.2.1 The instrument does not fall in either of the two categories above. 

3.4.1.2.2 Management has made an irrevocable election to group the financial   instrument under this 
category. The only justification for such choice by the management can be elimination or at least significant 
reduction in the inconsistency in recognition or measurement (Also called as ‘accounting mismatch, 
occasionally), if that is going to happen by classifying the financial assets under other two heads. 

3.4.1.3 Certain investments might be classified under Fair Value through Other Comprehensive Income. The 
entity has a choice to make an irrevocable election to group them under Through Profit & Loss category, 
only if they are ‘Equity Instruments’ and right at the initial recognition. 

3.4.2 Classification of the Financial Liabilities 
3.4.2.1 As described by Deloitte (2015)5, “The Key feature in determining whether a financial instrument is 
liability is the existence of contractual obligation of one party (the Issuer) to deliver cash or other financial 
asset to another party (the holder), or to exchange financial assets or liabilities under the conditions that are 
potentially unfavourable”. 

3.4.2.2 There are no categories in financial liabilities. However, preliminarily, the entity is required to 
measure all the liabilities at Amortized Costs. However, there are certain exceptions prescribed by the 
standard… 

3.4.2.3 Certain liabilities, typically Derivatives which are liabilities, are measured at Fair Value. 

3.4.2.4 When certain assets are transferred, it is not completed and the entity has continuing interests in it. 
This may also lead to the cash outflows from the entity in future. Such exposure, which is a liability, is 
recognized on the basis of fluctuations in the liability component of such continuing interests. 

3.4.2.5 For certain commitments on the part of the entity, such as commitment to lend below market rate or 
Financial Guarantee contract, subsequent measurement is governed by the principles laid down in Ind AS 
115. 
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3.4.2.6 If the Business Combination under Ind AS 103 leads to Contingent Consideration being recognized, 
it would be measured at Fair Value through Profit & Loss for subsequent measurement. 

3.4.2.7 Similar to Financial Assets, even the liabilities might be measured by the Management at Fair Value 
through profit & loss, to deal with the accounting mismatch and recognition inconsistency. 

3.4.3 Equity Instruments 
An equity instrument is any contract that evidences a residual interest in the asset of equity after deducting 
all of its liabilities. While an equity instrument refers to a document which serves as a legally applicable 
evidence of the ownership right in a firm, like a share certificate. They are generally issued to company 
shareholders and are used to fund the business however it may not be necessary that the issued equity must 
return a dividend for it is based on profits and the terms of business. 

3.4.3.1 Investment in equity instruments are always measured at fair value. Equity instruments that are held 
for trading including all equity derivative instruments, such as warrants and rights issue are required to be 
classified at FVPL with dividend income recognized un profit or loss. For all other equities within the scope 
of Ind AS 109, management has the ability to make an irrevocable election or initial recognition, on an 
instrument-by-instrument basis, to present changes in fair value in OCI rather than profit or loss. 

3.4.3.2 Dividends are recognized in profit or loss unless they lucidly represent a recovery of part of the cost 
of an investment. There is no recycling of amounts from OCI to profit or loss. For example, on sale of an 
equity investment – nor are there any impairment requirements. But the entity can transfer the cumulative 
gain or loss within equity. However once a dividend is properly declared and the issuer is legally required to 
pay it, a contractual obligation to deliver cash comes into existence and a financial liability for the amount of 
the declared dividend shall be recognized. 

3.4.3.3 The entity that has claimed its investments of Equity instruments as liable to measurement under the 
FVTOCI category, it shall be required to disclose the following: 

a. What are the investments designated under the FVTOCI category from Equity instruments segment? 

b. Why is that presentation made? 

c. On the reporting date, what is the Fair value measurement of each investment under this? 

d. The dividends which were recognized during that period need to be disclosed, in two categories, those 
from the investments which were derecognized in that period and those from the investments continued to 
be held. 

e. Are there any reasons because of which any cumulative gain or loss are transferred within equity during 
the period under consideration? 

However if an entity wishes to derecognise its investment in equity instruments measured at FVTOCI during 
the period, then it would have to disclose: 

a. Why the decision to dispose off was taken? 

b. What was the Fair Value on the date of De-recognition? 

c. What is the total gain or loss on such disposal? 

3.4.3.4 An instrument shall be defined as Equity, provided the issuer is able to avoid delivery of cash or 
equivalent financial asset against it. This ability should not be affected by: 

a. Background of making distributions. 

b. Plans to undertake distributions in future. 

c. Likelihood of the price decrease of the ordinary shares of the issuer in the event of no distribution. 

d. Reserves held by the issuer. 

e. Projects of profit or loss by the issuer. 



 

Fair Value Measurement - Challenges and Perceptions 

40 

3.4.3.5 Reclassification 
The entity is required to disclose following information, if it has reclassified any of its financial asset in the 
current or previous period: 

a. Date as on when reclassification takes place 

b. The reclassification is a result of the change in business model. Entity needs to explain the rationale for 
the same with qualitative description about what effect it would make on the entity’s financial statements. 

c. What is the exact Amount that has gone in or parted ways with each category. 

d. When the assets are reclassified from FVTPL category in to FVTOCI or Amortized Cost, the entity is 
required to disclose some information throughout the period that such assets are not declassified. This 
information is: 

e. What the Effective Interest Rate is as computed at the time of reclassification? 

f. What is the revenue recognized, on account of Interest? 

When the entity reclassified its financial assets out of the FVTOCI category so that they are measured at 
Amortized Cost or FVTPL since its last annual reporting date, it is required to disclose following 
information: 

a. By the end of reporting period, what is the Fair Value of such Financial Asset? 

b. If the asset would not have been re-categorized, then what amount of gain or loss would have measured 
and recognized either in profit & loss or in OCI, on the basis of Fair value, in the reporting period. 

3.4.3.6 Measurement Issues 
Standard has prescribed that the entity is required to classify financial assets as subsequently measured at 
FVTOCI or FVTPL or amortised cost, based on the following: 

a. Under what business model is the entity managing its financial assets? 

b. For the relevant financial asset, what are the Cash Flows according to the contract underlying it? 

3.4.3.7 Cost option for unquoted instrument – Ind AS 109 does not provide an option to measure unquoted 
equity investments at cost where fair value cannot be determined reliably. However, Ind AS 109 indicates 
that in limited circumstances, the cost might be used as an estimate of fair value – for example, where more 
recent available information is insufficient to determine fair value; or where there is a wide range of possible 
fair value measurements, and cost represents the best estimate of fair value within that range. 

Chart – 4.9: Measurement Issues 
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3.4.4 Debt instrument 
3.4.4.1 An entity raises funds under terms of contract by which repayment is defined and an instrument is 
drawn up evidencing this arrangement. This instrument is a Debt Instrument. Thus, it spells out indebtedness 
of the issuing entity. Debt instrument can be market-traded, i.e. it can be exchanged for consideration by the 
original subscriber of the debt with new holder and subsequently, it can again change hands. The repayment 
would be due to the ultimate holder of the instrument, as on the date of maturity or repayment. Most of the 
times, instruments are pledged under collateral and in the event of default, these collaterals might be lost. 
Similarly, most of the debt instruments by the reputed corporate are credit rated by one or the other agencies. 
Default in one instrument may lead to overall fall in credit rating of the entity as a whole. There are various 
types of debt instruments, such as notes, bonds, debentures, certificates, mortgages leases or other 
agreements between the lender and a borrower. 

3.4.5 Compound Instruments 
3.4.5.1 Compound instruments are those instruments that possess components of both equity and liability. 
However the components are accounted separately.  A convertible bond is an example of compound 
instrument. A financial instrument shall be classified in accordance with its substance, rather than its legal 
form is the reason for requirement to separate the equity and financial liability components off the 
instrument. 

3.4.5.2 A case in point is where a convertible bond that pays fixed coupons and is convertible by the holder 
into a fixed number of ordinary shares of the issuer has the legal form of a debt contract. Its substance is that 
of 2 instruments: 

a. Financial liability to deliver cash existing as long as the bond is not converted. 

b. Written call option granting the holder the right to convert the bond into a fixed number of ordinary 
shares of the entity. 

3.4.5.3 Separation of the liability and equity components: 

The separation of the components is based upon the initial recognition of the instrument which subsequently 
not revised. The methods used for separation are as follow: 

a. In the first method, fair value of liability component is calculated. That fair value helps in determining the 
initial carrying amount of the liability component. 

b. In the second method, fair value of liability component is deducted from the fair value of the instrument 
as whole. The resulting residual amount is recognized as the equity component. 

The fair value of the liability component on initial recognition is the present value of the contractual stream 
of future cash flows discounted at the market rate of interest. 

3.4.6 Treatment of Interest, Dividends, Gains and Losses & Other Items 
3.4.6.1 The categorization of any financial instrument or a component of a financial instrument as financial 
liability or equity determines the treatment of interest, dividends and other gains and losses relating to that 
instrument or component of that instrument. Interest, dividends and other gains and losses relating to 
financial liability or to a component of a compound instrument considered to be financial liability are 
recognized as income or expense in profit or loss. Distributions to holders of equity instruments should be 
recognised by the entity directly in equity. Similarly, transaction costs of an equity transaction are accounted 
for as a deduction from equity. Income tax relating to distributions to holders of an equity instrument and to 
transaction costs of an equity transaction should be accounted for in accordance with Ind AS 12 Income 
Taxes. 

The following items are treated as income or expense in profit or loss: 

a. Interest payments on a bond issued by an entity. 

b. Dividend payments on preference shares that are classified as financial liabilities. 
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c. Gains and losses associated with redemption or refinancing an instrument classified as a financial liability 
(not with-standing the fact that the instrument may take the legal form of a share). 

d. Gains and losses related to the carrying amount of an instrument that is a financial liability 
notwithstanding the fact that the instrument gives the holder a right to participate in the residual interest 
of an entity (e.g. certain portable instruments such as units in a mutual fund that fail equity classification). 

e. Costs of an equity transaction that is abandoned. 

3.4.6.2 Treatment given to the dividends differs on the basis of certain variables… 

a. Dividends to holders of outstanding shares that are classified as equity – directly to equity. 

b. Dividend to holders of outstanding shares that are classified as financial liabilities – same way as interest 
expense on bond. 

c. Gains and losses associated with redemption of financial liabilities – profit or loss. 

d. Changes in fair value of equity instruments of the entity – not recognized in the financial statements. 

e. Cost incurred in issuing or acquiring own equity instruments are nit expensed but accounted for as a 
deduction from equity. 

3.5 FAIR VALUE AND THE RELEVANT IND AS 
3.5.1 It is already discussed before in this chapter that the aforesaid standards are the ones which are 
affected maximum due to the impact of the Fair Value measurement, as opposed to other measurement 
principles, in earlier standards. Having observed the framework of applicability, under each of this standard, 
one can proceed to actually identify and evaluate the impact of Fair value in each of these standards. It 
should be remembered here that not merely Ind AS 16, but Fair Value Measurement shall affect a whole 
family of standards, having closer resemblance to the areas covered by each one of them, in this context.  As 
pointed out by Team Ernst & young (August, 2017)6 in their ‘Embedding Fair Value through Financial 
Reporting’, “Ind AS 16 and 38 give an option to account the PPE and intangible assets at fair value at 
periodic intervals, Ind AS 40 mandates fair value of investment property only for disclosures, Ind AS 17 
mandates fair value at initial recognition of finance leases and Ind AS 36 considers fair value for testing 
assets for impairment”. 

3.5.2 Fair Value Measurement in Property, Plant & Equipment 
3.5.2.1 Fair value measurement is relevant in case of PPE, in two circumstances. Firstly, in case of acquiring 
an asset, classified under PPE, by paying non-monetary consideration, the entity is required to measure that 
asset at Fair Value at the time of recognition itself. Further, while determining the recoverable amount, the 
entity has to consider the lower of fair Value, after reducing costs to sell and the value-in-use of the asset. 
The third and most important scenario for the relevance of Fair Value emerges, when the entity chooses to 
opt for Revaluation Model instead of Cost model for the subsequent recognition. 

3.5.2.2 Ordinarily, an asset under PPE is recognized at cost. However, occasionally, it is acquired by 
exchanging it for a consideration is not entirely composed of monetary assets or is entirely non-monetary. In 
such cases, the asset is recognized at Fair value. 

Case Study 
Refinance Ltd has acquiree the Land of 2 Acres and Building, owned by Ajit Ltd, at the waterfront, for the 
purpose of constructing new jetty. In exchange for this, Refinance Ltd promises to give another Land of five 
acres in the Industrial premise nearby and it has also promised to construct a state of the art factory as 
replacement of the older one. Further, it has paid INR 25 Million for the inconvenience caused in shifting 
and promised 10,000 trips over next five years at no cost whatsoever, but not transferable. Ajit Ltd wishes to 
arrive at the Fair Value of new Land/Building as well as the right to utilize the ferry. 

1. The new factory has state of the art technology as compared to the older one. As such, the combination of 
Risk, Timing and amount of the CFs from the acquired Asset shall substantially differ from that of the 
asset given up. This clearly means there is commercial substance in the transaction and fair value 
Measurement is applicable. 
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2. The first preference will be measuring the Fair Value of the asset given up. This shall be accepted as the 
Fair Value of the asset acquired, after adding to it – a. Additional Cash Received and b. Present Value of 
the discounted Cash Flows due to savings from the free trips assured by the Refinance Ltd. 

Thus, 

a. Fair Value of the Assets surrendered – INR 400 Million (Valued as PPE) 

b. Cash Received – INR 25 Million (Debited to Cash/Bank) 

c. Rights to use the Free Trips – INR 120 Million (Separately identified as Non-Financial Asset) 

3. Assuming that the Value in books for the surrendered asset was INR 125 Million, there would be profit of 
INR 300 Million. Here, the valuation benefit due to Free Trips shall not be treated as Profit, since it is not 
transferable. Instead, it will be treated as reserve. 

4. Subsequently, as and when the trips would be utilized, equivalent amount shall be reversed from the 
reserve to offset the impact of the depreciation of the non-financial asset, mentioned above in c. 

5. In the event that company is unable to measure the Fair value of the Asset surrendered, it can measure the 
New Assets at their Fair Value. 

3.5.2.3 The impairment of the asset is required to be carried out when it has carrying amount that is in 
excess of the higher of its Fair Value less costs to sell and its Value in Use. Impairment is handled 
independently by Ind AS 36. 

3.5.2.4 The most relevant part in the standard is when the entity adopts Revaluation model, rather than Cost 
model. In such situation, the Fair value of the Assets has to be identified at each reporting date. It needs to be 
borne in mind that the entity cannot choose an independent asset for choosing revaluation model. It has to 
apply that rule to entire class of asset. Further, it must be clearly understood here that, contrary to popular 
notion, the Revaluation Model, as recommended by Ind AS 16, is not the same as Fair Value Model, Under 
Ind AS 40: Investment Properties. The most important difference is that the revaluation alters the valuation 
of the existing asset of PPE and makes the counter impact on the depreciation. In case of Investment 
Properties, Fair Value is asserted and difference simply transferred to P & L, without any impact on 
Depreciation, since there is no depreciation. The most crucial thing is the choice of the management to go 
with the Revaluation model. Only then the Fair value measurement can be made. As observed by 
Christensen & Nikolaev (2012)7 “only 3% of the sample firms use fair value accounting for at least one 
asset class following the IFRS adoption. With very few exceptions, these companies use fair value 
accounting for the property asset class only; members of the plant and equipment asset classes are valued at 
historical cost in almost all cases. An even more striking observation emerges for companies that used fair 
value under local GAAP: 44% of these firms switch to historical cost accounting upon the IFRS adoption. In 
contrast, among companies that previously recognized all PPE asset classes at historical cost under the local 
GAAP, only 1% switches to fair value for at least one asset group”. 

3.5.3 Fair Value in Business Combinations 
3.5.3.1 In case of Business Combinations, the Fair Value measurement plays an important role at each stage. 
Ironically, even when this standard is not applied to the acquisition of the asset and not a business, acquirer 
recognizes the Fair Value of the group as a whole and apportions the relative Fair value to the asset acquired. 
Upon acquisition, at the time of recognition, while classifying the assets and liabilities under various 
categories, such as Fair Value through Profit & Loss, these principles shall become applicable. While 
measuring the assets & liabilities acquired, the entity would be required to apply the Fair value principle. 
Under Ind AS 3, fair value measurement is applied even for the Consideration paid by the entity in the 
process of acquisition. Finally, Ind AS prescribes that the Goodwill so identified as difference between Net 
Assets Acquired and Net Consideration paid needs to be tested for impairment each reporting date, a process 
that inherently involves ascertaining Fair Value. 

3.5.3.2 At the time of measuring the acquired assets and liabilities, certain items are specifically excluded, 
such as Income Taxes, Employee Benefits, Reacquired rights, Share-based payment transactions, Assets held 
for sale, etc. 
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3.5.3.3 In case of contingent liability, the present practice of recognizing it only when the probability of 
amount becoming payable is altered to recognition of Liability, based on fair Value estimation on the 
reporting date. 

3.5.3.4 When the entity opts for step-by-step acquisition, the acquirer is required to measure its previous 
equity interests at Fair Value, when the final Acquisition Date materialises. 

3.5.3.5 In case of Intangible assets, the standard requires them to measure separately, provided such rights 
and properties can be segregated, individually or in group with other items, and provided there are clear 
rights, defined under law or contract, leading to cash flows of the future. 

3.5.3.6 If the acquisition has led to acquirer holding a call option on the remaining shares or writing a put 
option or any such arrangement that may lead to emergence of Options, then it has to be analysed carefully 
on the basis of facts and the terms on which these contracts are entered in to. Fair valuation of options shall 
have an impact even on Non-Controlling interest, in some cases. 

3.5.3.7 Disclosures are important in case of Business Acquisition. In fact, De Souza & Borba (2017)8, have 
come to an interesting conclusion in their research that, “shares in companies that present a greater level of 
disclosure, on average, tend to be more highly valued by investors… that the value of goodwill recognized in 
business combinations is not relevant for explaining share prices in Brazil”. 

3.5.3.8 Some Measurement indicators  
1. At the time of acquisition the entity shall not provide for separate Valuation Allowances for those assets 

from which the CFs are uncertain. 

2. Similarly, in case of items of Operating Lease, where the entity itself is the lesser, it will consider that fact 
while arriving at the valuation. 

3. Even when the acquired asset is not intended to be used by the acquirer, this fact shall be overlooked 
while valuing it and the acquirer shall value it just as any third party market participant. 

4. Non-controlling interest in the acquiree is allowed to be valued at Fair Value. This might be done from 
active market price or using other observable inputs and valuation methodologies. 

5. If the acquisition has taken place merely by exchanging Equity instruments, it is far more likely that the 
Equity Shares of Acquiree could be valued at Fair value more reliably than those of Acquirer. In such 
case, former is used as Fair Value of Consideration transferred for the purpose of ascertaining the 
Goodwill. 

6. Where there is a relationship between both the parties and that is of non-contractual nature (such as MoU 
or a Lawsuit), then settlement of such relationship needs to be measured at Fair value. 

3.5.4 Fair Value in Financial Instruments 
3.5.4.1 Financial instruments are affected by Fair Value Measurement far more than any other standard, 
especially as compared to erstwhile Indian GAAP. Right from recognition this impact is substantial. At the 
time of recognition the substance of the contract defines the classification rather than form. Compulsorily 
Redeemable Preference Shares, earlier classified as Equity would now be treated as liability. Also, 
compound financial instruments, such as embedded derivatives are required to be split in to equity and 
liability at the time of recognition. There is a considerable debate amongst researchers whether Fair Value 
measurement of Financial Instruments was cause of the Financial Crunch of 2008-2012 in Western 
Economies. Authors such as Procházka (2011)9, Laux and Christian (2010)10 or Menicucci, et al (2017)11 
do not believe that the Fair Value Measurement was the cause of Financial Crisis. On the other hand, 
Magnan (2010)12, Masoud and Daas (2014)13 or Schmidt (2014)14 have shown that Fair Value has 
considerable role to play in the Financial Crisis. Thus, it is important to study this concept with specific 
reference to financial instrument. 

3.5.4.2 ‘Derivatives’ is a crucial part of measurement in Fair Value. It is relatively easier to arrive their Fair 
Value provided they are market traded and not over the counter. In later case, Fair Value computation would 
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have to be based on the Market trades of the underlying. In the event that neither derivative nor underlying 
has an active market, the derivative may become a substantial challenge to arrive at fair value. 

3.5.4.3 When one measures the interest-free or concessional loans to subsidiaries at fair value, the difference 
is debited to investment in subsidiary and the discount is unwind over period of loan. The same principle us 
applicable to similar loans to the employees and the difference is treated as Employee costs. This treatment 
further extends to the interest free deposits given for various purposes, where the difference is treated as pre-
paid elements. 

3.5.4.4 Where the entity has invested in the instruments, which are required to be converted in to fixed 
number of equity shares, e.g. Preference Shares or Bonds, whether mandatorily or optionally, the standard 
requires them to be treated as Investment in Equity. This would cause the entity to measure them at Fair 
value, even if they are not listed. 

3.5.4.5 Mutual Funds, in most of the cases not being able to meet the test of offering Solely Payments of 
Principal and Interest, are required to be valued at Fair Value and the difference is required to be taken to 
Profit and Loss. 

3.5.4.6 Some entity’s issue an instrument which promises fixed cash/financial assets’ payments as well as 
option of conversion to the equity. The later part is like a Call option since for a certain period, it entitles the 
holder to demand the fixed number of issuers’ equity. As described earlier, the entity would undertake Fair 
valuation for the debt part and the equity would get residual value. 

3.5.4.7 Entity may stand as a Guarantor, wherein it would reimburse the losses in case of default by the 
principal borrower, against revenue of fees. Such a contract has to be evaluated for all the necessary risks to 
arrive at its fair value at the time of recognition. Subsequently, at each reporting date, impairment is tested. 
This value post impairment is compared with the initial recognition less cumulative income and the higher 
amount is considered as valuation on new date. 

3.5.4.8 When an asset, liability or a firm commitment has an exposure to a particular risk and as a result, it 
can affect the Profit & Loss, Hedge against such an exposure has to be classified as Fair value hedge 
Accounting. In such cases, gains and losses from both, Hedging Instrument as well as Hedged item is 
recognized in profit and loss as a general principle. It is only when the underlying financial asset is classified 
as FVTOCI, the resulting gains or losses are recognized in Other Comprehensive Income. 

3.6 FAIR VALUE ACOCUNTING AND CHALLNEGES IN SELECTED AREAS 
3.6.1 Implementation of Fair Value measurement is far more extensive than the erstwhile Indian GAAPs, 
under Ind AS. This has brought in a paradigm shift. As seen in the above discourse, virtually every sphere of 
reporting is affected by the requirement of applying the Fair Value Measurements at initial or subsequent 
recognition. However, this dynamic concept in itself is based on the entire corporate environment. It has 
been said before, in this discussion as well as elsewhere, that it might be challenging to provide such an 
environment in Indian context. And this may lead to misuse of this concept towards Earnings Management 
by the entity. Thus, the very purpose of introducing Fair Value might jeopardised by the inherent necessity of 
the Fair value Measurement to respond to volatility of the markets on one hand and lack of sufficient input in 
Indian environment, on the other. However, it is essential to identify the exact areas and issues where these 
challenges persist and unless that is done, the merits of Fair Value Measurement would not exploit at its best. 

3.6.2 Challenges in Business Combinations 
3.6.2.1 While structuring the deals involving the Business Combinations, the role of Fair Value 
Measurement may become a considerable factor. With the prohibition of any other method, than Purchase 
Method, the entities shall have to give greater consideration to the accounting effects of the arrangements, 
than it was given earlier. While this may prevent Tax manipulations through Business Combinations, it may 
also become a deterrent at worse or at least a major head of expenditure in the process of genuine business 
restructuring. It would involve Valuation experts and associated costs as well as monitoring mechanism post 
the event and the costs of them, too. 

3.6.2.2 A crucial aspect of Business Combinations, under Ind AS 103, is PPA or Purchase Price Allocation. 
The total consideration, which shall also include contingent consideration, has to be compared with not only 
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identifiable assets & liabilities, already existing in the books of acquiree, but also with the new assets 
emerging out of the process such as brand value or customer relationships. Earlier, these assets automatically 
dissolved in to Goodwill. However, the fair value measurement demands that they be recognized separately. 
This shall have a threefold impact… 

a. The entity needs to prepare well in advance to identify and allocate the fair valuations for such assets. 

b. It has to identify data set and information framework for such assets and ensure that the subjectivity 
inherent in such measurement is dealt with in the best interests of all the stakeholders of the process. 

c. It needs to expend on the process of valuation of these items. 

It is worth noting that according to an Ernst & Young Survey (2017) of the Business Combinations under 
this nomenclature, it was observed that “For the 709 transactions analysed, the number of different types of 
intangible assets recognized was up to five per transaction. For 60% of the transactions, only one or two 
separate types of intangible assets were disclosed, with different types of intangible assets perhaps 
sometimes being grouped together. Goodwill represented 47% of the total enterprise value and recognized 
intangible assets represented 23%.As a result, one-third of the combined intangible value was allocated to 
specific intangible assets, whereas two-third was allocated to goodwill. As a consequence, PPAs have 
significant implications to the profit and loss account due to potential future amortizations and impairments.” 

3.6.3 Challenges in Financial instruments 
3.6.3.1 Entire area of the Financial Instrument is predominantly influence by the Fair Value requirements. 
They lead to the issues of subjectivity, secrecy, availability of the data, valuation tasks, Earning 
Managements, etc. Some of them are enumerated here… 

3.6.3.2 The classification requirements of the standard have put several securities, typically all equity and 
some debt instruments, in the category of FVTPL or FVTOCI, making it imperative to assess their fair 
values on each reporting date. Listed ones among them are easy to value, due to availability of the active 
markets, though even in the case of debt instruments the activeness of the market may become questionable. 
However, the real challenge is valuing unlisted instruments. They are based on two estimates, the future cash 
flows and appropriate discounting rate. Both these elements are extremely complicated and enormously 
subjective and hence, vulnerable to manipulations. This would consume a lot of time and energy on the part 
of management to make these fare estimates. Moreover, an element like discounting rate is vulnerable to 
market fluctuations and small change in their values makes bring about bigger one in the ultimate valuation. 
In India context, assessing the future cash flows may become challenging in the absence of sufficient market 
information about the products, pricing and cost paradigms of investee entity. Statutory requirements may 
cause further fluctuation in the interest rates since the overseas direct & institutional investment policy by the 
government may lead to considerable changes in the rate values. 

3.6.3.3 Another issue is also of secrecy and bargaining power of the entity. Having disclosed its future 
projections, as well as the expected cost of funds, the company may weaken itself against the providers or 
utilizes of the funds and other counterparties. This may take away entrepreneurial advantage in the 
functioning of the business, if the entity provides all its data truthfully. 

3.6.3.4 Similar to equity and debt instruments, another issue is that of derivative instruments, especially the 
Over the Counter ones. Valuation models for OTC instruments such as Swaps, convertible instruments etc 
may differ from the entity to entity and that may lead to lack of comparability. Besides, the standard requires 
the entity to consider counterparty credit risks as well as non-performance risk while valuing the derivatives. 
This leads to the necessity of ascertaining Debit Valuation or Credit Valuation Adjustments (DVA/CVA). 
The whole process has made the Valuation of Derivatives, a tedious exercise. Moreover, this has multiplied 
the specific Disclosure requirements associated with such valuations. Finally, from the point of view of the 
consumer of the financial statements, especially the retail investors, interpreting the meaning and impact of 
valuation might be a nearly impossible task. 

3.6.3.5 The classification paradigm shall shift based on new principals. Perpetual debt, earlier classified 
under Loans shall now be classified as equity, due to the substance of the transaction over its form, as per Ind 
AS. Conversely, instruments such as Preference shares would now fall in Debt instead of equity, when they 
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are redeemable after a period. The reclassification of certain instruments from the previous classification as 
per Indian GAAPs is bound to create the issues within ratio analysis of the entity. This in turn, may affect the 
fair Value calculation, since the new ratio would affect Weighted Average Cost of Capital, i.e. Cost of Funds 
and hence, discounting. Considering this, the impact of classification would be far reaching beyond the 
financial assets and/or liabilities classified differently under the new nomenclature. 

3.6.3.6 As correctly pointed out by PWC (2017), “IND as 109 requires increased use of fair value for 
measuring financial assets (for example unquoted instruments) and the use of forward-looking information 
for impairment provisions under the new expected credit loss model – estimating such information can often 
pose implementation challenges. Further, though entities may use a provision Matrix for its ECL 
calculations, the estimation of default reads for such Matrix could involve complexity while building such 
Matrix. Finally Ind AS 109 introduces extensive disclosures for which management may require significant 
amount of data to comply”. 

3.6.4 Challenges in Property, Plant & Equipment 
3.6.4.1 In case of PPE, the two major areas of Fair value usage are Revaluation Model and ascertaining the 
value of asset acquired by consideration, other than monetary one. Though the principals of the treatment are 
already discussed herein, it throws certain challenges… 

3.6.4.2 While choosing to apply the Revaluation Model ‘An Entire Class of Asset’ as prescribed by the 
standard, is required to be considered for such application. Classifying the asset under a particular class is the 
first challenge, since it would depend upon the nature of the assets, their role in the economic activities of the 
entity, their physical locations, their life span and usage, amongst several other factors. 

3.6.4.3 The availability of inputs, especially for the items of Plant/Machinery/Equipment is the next 
challenge. Not all the items would have an active market. Several ones might be made to order and in some 
cases, may have no longer any manufacturer available. It is common practice, in Indian Context, to continue 
using otherwise obsolete technology due to cheaper availability of labour or inability to invest in technology. 
This may make the fair valuation more difficult. Even in case of the land, the concept of Market is extremely 
tricky, especially in Indian Context. This is because of the two common practices in Land Dealings in India, 
first being considerable use of what is known as ‘Black’ or undisclosed consideration in Cash. Secondly, 
various restrictions imposed by different government bodies in the practical usage of the land and variations 
in the policies regarding the same further affects objective judgement about their values. Thus, it would be 
tough to identify active markets, variable of price adjustment, Observable Inputs and Unobservable Inputs. 

3.6.4.4 There is an interesting anomaly, thrown up by the application of revaluation model that has not so 
far been discussed widely. Upward or downward revaluation of the asset leads to strengthening or weakening 
of the Book Value per Share and consequent fall or rise in the Earning per Share of the company due to 
depreciation effect, respectively. The rationale of allowing the EPS to fall in the year when BV strengthened 
is that the resources of the entity are utilized to build up valuation of the entity. However, such valuation 
might have improved, as it indeed does, due to the Market Operations, quite independent of the entity’s 
performance and/or utilization of resources. This is anomalous situation. 

3.6.5 Common Challenges 
3.6.5.1 There are certain challenges inherent in the very concept of implementing the fair value 
measurement. They crop up across all the areas, whether discussed here or not. Hence, it would be ideal to 
discuss them together, since the discourse about them under individual standard would merely be a repetitive 
exercise. 

3.6.5.2 Fair Value involves utilization of services from Experts, Values and other outsiders. Identifying such 
external support, ensuring the competency and integrity of such resources and restricting the costs in 
proportion to the benefits, is the first important challenge to the entity. 

3.6.5.3 In most of the cases, Fair Valuation leads to an important effect on the revenue statement of the 
entity. These reductions or increase in profits are ‘unrealised’, in the sense that no actual Cash Inflow or 
Outflow has materialized and more importantly, accrued to the entity, while making the Fair Value 
assessment. This crucial aspect has to be borne out by the stakeholders while consuming the financial reports 
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for various purposes. E.g. HR department defines incentives for employees, based on the performance or 
investors make their investment on that basis. Certain ratios, linked with the performance, play crucial role in 
determining the lending terms towards the entity from the lenders. The government policies, ranging from 
FDI to Indirect Taxation, are defined based on Industry performance. In all these cases, ‘Unrealised’ gains or 
losses shall mislead the respective stakeholder in making their decisions. It is very important for each of 
these stakeholders to develop new models, which shall factor in ‘Unrealised’ element and at the same time, 
will give due weight age to the market conditions, reflecting in the Fair Value assessment and their impact on 
the companies’ performance. 

3.6.5.4 Taxation has certain fall outs due to the application fair value, the most prominent one of them, 
would be the provisions of Minimum Alternate Tax, MAT. The Income tax Act, 1961 prescribes for the 
corporate entities, and now even for the non-corporate ones, that they should pay some amount of tax even if 
they have been provided certain benefits/reliefs/concessions from the tax under various sections of the law. 
With this intention, the calculation is undertaken, that begins with ‘Book Profits’ of the entity. However, 
these book profits would be arrived at after considering the Fair value impact, as discussed in the previous 
chapter. This would lead to unfair tax burden on the entity or an unnecessary loss to the treasury, out of 
‘Unrealised Profits/Losses’. Specifically in case of Business Combinations, as pointed out by Ketan Dalal 
(2018)15,”in case of a demerger between two unrelated or third-parties, the acquirer would record the 
assets/liabilities at their respective “fair values” in its books. In contrast, the Act provides that in order for a 
demerger to be tax-neutral, the assets and liabilities pursuant to a demerger have to be transferred at their 
respective “book values””. This, in itself may not lead to tax issues but a clarification from the Central Board 
of Direct Taxation is required in this case. 

3.6.5.5 The process of applying the fair value measurements is complete, only when the entity prepares and 
presents the voluminous disclosures of various items required therein. Consequently, understanding its 
impact is possible only by digesting these disclosures. Both these processes would be a herculean task for the 
preparers and stakeholders, respectively. In the process, subjectivity should not camouflage the attempts to 
manipulate the financial reports and this is a measure challenge… 

3.7 SUMMARY 
The benefits of the Fair Value shall accrue not only when the implementation is extensive, studied and 
sincere but also when the financial report will be consumed with better understanding of the inherent 
concepts, albeit complex. From that perspective, the understanding of the standard is first step. PPE shall 
now be depreciated by giving effect to the useful life and patterns of economic use. Business combinations, 
only accounted by Purchase Method, shall be reported by considering maximum possible assets and 
liabilities emerging out of them. Financial Instruments would be reported by giving effect to the market 
situation. These are basic tenets of the implementation of these standards. Only when they are clearly 
comprehended, one can proceed to observe the relative significance of the Fair value Measurement. This 
becomes important if the revaluation model is chosen in PPE. Business Combinations require the entity to 
value those identifiable as well as emerging Assets and Liabilities at Fair Value. Almost all of the financial 
instruments are measured at fair value. 

However, ever since the winds of IFRS started blowing in Indian Corporate, the entire discussion is focused 
upon the implementation technicalities and trainings. What is equally important is to identify and recognize 
the Challenges arising out of this implementation. Secured mechanisms can be evolved over a period of time, 
only by accepting these challenges and factoring in the possible tools to deal with them. 
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5.1 INTRODUCTION 
Transition to Ind-AS was a significant event for Indian Corporate and the one which is still happening. It has 
been said repeatedly throughout this discussion that adoption of IFRS converged Ind-AS is an important 
revolution in the approach, practices and execution of the reporting community and as such, the first 
reporting period in which the transition actually happens, is a landmark event, that may even give indication 
of the coming implementation. First time adoption further becomes important since Ind AS nomenclature is 
subjective and based on choice from the management of the reporting entity. The choices, made during the 
first time adoption and their impact is relevant for projecting future approach of the corporate. Thus, the 
choices made, approaches adopted and the areas focussed would set the tone of the future application for the 
entity and that is the reason that the quantified impact of the first time adoption needs to be carefully studied. 

There are several aspects in the Ind AS implementation, which would make material impact on the Financial 
Statement. However, the overall impact needs to be segregated between Fair Value or Non Fair Value 
impact. This is because, in most of the cases, change in approach, once made, is likely to be stationary for 
rest of the continuing implementation and as such, would bring no material difference in the amounts of 
financial reports in the subsequent periods. Fair Value, in essence, is fluctuating and as such, its monetary 
impact during the first time adoption would keep on undergoing alterations, over the subsequent periods of 
reporting. Further, it is also important to study how far Fair Values make changes in the financial reports as 
opposed to other factors, to gauge the proportionate impact of Fair Value Measurements in the Ind AS 
Implementation. It needs to be remembered at this stage that the impact would differ from industry to 
industry and at the moment, would be restricted to the top line companies in each of the industry. 

Thus, in this chapter, researcher will make an effort to study the quantitative and proportionate impact of Fair 
Values on the Equity valuation of select Indian Companies. The researcher will segregate this impact 
industry-wise and compared at least two companies in each industry to identify the relative impact that Fair 
Value Measurement made on the valuation of their respective Equities. Going further, the researcher will 
also identified specific and exceptional policy choices, which these companies have made in their 
implementation of Fair Value, specifically in the case of Fair Value Measurement. The chapter deals with 
objective 1.4.9 – “To ascertain the impact of First Time Adoption on the select Indian Companies, 
specifically pertaining to Fair value Measurement.” 

5.2 IND AS 101 – FIRST TIME ADOPTION 
Application of the Ind As is not overnight in India, but based on strategically defined, step-by-step Roadmap. 
Further, on the lines of IFRS, even Indian Corporate is to follow a framework that would facilitate the 
adoption. This framework is Ind AS 1011, converged to IFRS 1 – First Time Adoption. This standard sets up 
the important dates for restating the financial reports, based on the adoption. It requires the entity to accept 
certain changes from the earlier GAAPs, right at the time of adoption and gives option to adopt certain other 
concepts at the time of the entity’s choice. 

5.2.1 MCA Roadmap to convergence 
5.2.1.1 MCA, Government of India, in its press release2 (2015), crystallized the roadmap for the Indian 
Corporate to adopt IFRS-Converged Ind AS. For all the companies, having Net Worth or Listed Debt worth 
INR 500 Crore or more,  Financial year 2016-17 became the first financial year, in which these companies, 
together with their Holding, subsidiary, joint venture or associate companies, were required to file their 
financial reports, based on Ind AS.  They were further required to provide comparatives for the immediately 
preceding financial year, in Ind AS format. 

The second stage was for the companies, having Net Worth or Listed Debt worth INR 250 Crore or more and 
the period in which they were required to adopt Ind AS was the one beginning after April 1, 2017. 

5.2.1.2 Initially, Banking Companies, Insurance Companies and Non- Banking Finance Companies 
(NBFC’s) were excluded from this applicability. However, subsequently, another press release3 was issued 
dated January 18, 2016 by which, the roadmap for these companies was charted. Thus, almost all types of 
Banks, excluding Regional Rural Banks & Cooperative Banks as well as all the Insurers or Insurance 
Companies are now required to implement the Ind AS for preparing their financial report, for the period 
beginning April 1, 2018. They are, of course, required to present the comparatives for the period ending 
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March 31, 2018. Similarly, the NBFCs having net worth of INR 500 Crore or more shall also be required to 
implement Ind AS, on the same date. In the next stage, the applicability shall delve upon the NBFCs having 
net worth of INR 250 Crore or more or listed debt and/or equity being INR 500 Crore or more, from April 1, 
2019, onwards. 

It should be noted here that once Ind AS become applicable for an entity, it is applicable for their Holding, 
subsidiary, joint venture or associate companies, by default. 

For the purpose of analysis in this chapter, the researcher will consider the corporate covered in the first time 
line, i.e. Companies having Net Worth or Listed Debt in excess of INR 500 Crore. 

5.2.2 Time Line of the adoption 
The first step for the company is to choose the Date of Adoption of the Ind AS. For one financial year from 
the date of transition, the company shall maintain comparative financial statements, i.e. in Ind AS as well as 
in erstwhile Indian GAAP. The subsequent financial reports would be entirely maintained within the Ind AS 
framework. Thus, for the companies required to pursue Ind AS in the first stage of above Road Map and 
having April – March Financial Year, shall have Financial Year 2015-16 for comparative statements and 
Financial Year 2016-17 as the one with full & exclusive compliance to Ind AS. Consequently, the financial 
reports of 2016-17 shall present three balance-sheets, as on April 1, 2015; March 31, 2016 and March 31, 
2017. It shall also present the Profit & Loss for the year ended March 31, 2016 (as per Ind AS as well as 
Indian GAAP) and that for March 31, 2017 (as per Ind AS). It would be also required of the entity to present 
the reconciliation of all the figures in these statements, especially impact of Ind AS and the differences 
arising out of it. 

5.2.3 Understanding First Time Adoption 
The adoption of Ind As by an entity is a blanket adoption. The entity does not have a choice of adopting the 
certain Ind AS, while leaving certain others for posterity. The entity makes a commitment for accepting ALL 
the standards under Ind AS and various principals there under. It is expected that the entity shall adopt 
SAME accounting policies, in its Opening Ind AS compliant Statements, throughout the comparative periods 
and in its First Ind AS compliant financial statements. While applying them, the entity has to consider:- 

1. In case of applicability of certain Ind AS, the retrospective application, i.e. applying the principals for 
earlier period to the First Time Adoption Comparative period, is specifically taken exception to. Such 
matters are covered by Appendix B of the standard. 

2. In case of Business Combinations, entity has been given an alternative to apply certain principles at its 
choice. They are covered under Appendix C. This chapter shall deal with them extensively. 

3. Further, in case of certain other standards, entity has been allowed to exempt itself from applicability of 
select areas. This is covered by Appendix D of Ind AS 101 

Thus, the entity has to bear all the aforesaid factors, while marching to First Time Adoption. However, 
primarily, in the absence of specific direction from the standard, entity has to undertake 5 important 
functions, which are, naturally, integrated functions of the reporting as well. They are: 

5.2.3.4.1 Recognition: It is possible that some assets and liabilities, hitherto not recognized, are now 
required to be recognized by any one or more of Ind AS. The entity should forthwith undertake such 
recognition. The example is recognition of Deferred Tax under Ind AS 12, Recognition of certain Liabilities 
under Ind AS 37 which were earlier not recognized being Contingent or applying recognition criterion to 
Derivative contracts under Ind AS 39. 

5.2.3.4.2 De-recognition: While following the erstwhile Indian GAAPs, the entity might have allowed 
remaining some assets or liabilities on the balance-sheet, which are required to be recognized by Ind AS. 
Again, the entity shall follow the Ind AS and undertake such de-recognition, examples being internally 
generated intangible assets under Ind AS 38 or Provision for Dividends under Ind AS 10. 

5.2.3.4.3 Re-classification: The classification norms of Ind AS shall supersede over the earlier GAAPs 
and the entity shall accordingly present its financial reports. One of the most important examples of such 
reclassification can be classifying the Preference Shares of certain category under Debt instead of Equity. 
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5.2.3.4.3 Measurement: The measurement principles of Ind AS give extensive importance to Fair 
value, which is the theme of this study. Entities are required to follow these measurement techniques, as and 
when prescribed by Ind ASs, to the Financial Reports. Thus, the measurement norms for Financial 
Instruments, Property, Plant & Equipment or such other items may change due to this. 

5.2.3.4.5 Disclosure: The financial reports of the entity, on reporting date should measure the impact 
of various Ind AS factors on Revenue Statement, Balance-sheet, Other Comprehensive Income and 
specifically, on equity and give detailed disclosure about such an impact, qualitative as well as quantitative. 

Of these all the aforesaid factors, the present study shall discuss the issues related to Fair Value 
Measurement applicability. 

5.2.4 Applicability Of Fair value Measurement in First Time Adoption 
Ind AS 101 First Time Adoption prescribes mandatorily or optionally, to use Fair Value Measurements in 
case of several items of reporting. 

5.2.4.1 The first and most crucial area is that of Financial Instruments. With the introduction of Ind AS, 
entities are now required to classify their financial assets and liabilities under Ind AS 109 and most of the 
categories under that standard require Fair value measurement as has been discussed extensively in Chapter 
4. First time adoption requires the entity to give disclosures about Fair Value Measurements about items like 
Severe Hyperinflation, Oil & Gas Assets, etc. however, in this application, there are several points which are 
differently availed under First Time Adoption.. 

5.2.4.1.1 In case of Hedges, transactions recorded as Hedge, before the application date, shall not be 
designated a Hedge, if they do not meet the necessary conditions of Ind AS 109. 

5.2.4.1.2 The classification as well as measurement of financial instruments shall be prospective from 
the date of implementation. An important criterion in taking this decision would be whether it is practicable 
to apply certain principles under Ind AS 109 retrospectively. 

5.2.4.1.3 Similarly, impairment of financial assets shall be recorded and given effect to 
retrospectively, provided entity has reasonable and supportable information available. 

5.2.4.2 In business combinations, the entities are required to ascertain fair value   measurements of the assets 
and liabilities acquired and arrive at Goodwill or bargain purchase. There is a choice provided to entity by 
which, it is not required to apply this provision retrospectively. This means that an entity may choose not to 
ascertain the Fair Values of acquired assets and Liabilities to the acquisitions which have taken place before 
the first adoption. However, there are two important points to be noted here. For one thing, if the entity 
chooses to apply Ind AS 103 retrospectively for one business combination, having taken place before First 
Time Adoption, at a certain date, then it has to restate all subsequent business combinations, which happened 
after such an acquisition. However, having chosen not to apply this, entity would continue with the 
recognition, derecognition, classification and measurement norms of Ind AS, for all the assets and liabilities 
acquired under previous acquisition. The same principles apply for investments in associates, interests in 
joint ventures and interests in joint operations in which the activity of the joint operation constitutes a 
business, as defined in Ind AS 103. 

5.2.4.3 The Ind AS 116 on Property, plant & Equipment inherently has an alternative to adopt the Cost 
model or Revaluation Model. As such, fair value measurement shall come in to picture, only when the 
revaluation model is adopted. 

5.2.4.4 It should be noted here that the Fair Value measurement shall also be applicable in the case of Ind AS 
102 Share based payments and as such, that would have an impact on equity at the time of First Time 
Adoption. 

5.3 RESEARCH DESIGN 
In this chapter, the researcher will undertake to study the comparative impact of Fair Value adoption on the 
select Indian companies, being those which populate the Nifty 50 Indices. In the indices, company’s related 
to financial services, such as Banks and Insurance companies are not considered since the Ind AS is not 
applicable to them till the reporting Date of April 1, 2018. Further, two companies are selected from each 
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industry within the index for the purpose of comparison of the impact of their equity due to Ind AS in 
general and the proportionate impact of Fair Value Measurement in particular. 

5.3.1 Nifty 50 – Benchmark for the Indian Corporate 

The selection of companies for Nifty 50 has been elaborated by the paper provided by India Index Services 
& Products Ltd in its August 2017 paper. Here are some of the highlights, justifying this selection. 

5.3.1.1 Presently, this index represents approximately 65% of the market capitalization of NSE (Float 
Adjusted). 

5.3.1.2 “For inclusion in the index, the security should have traded at an average impact cost of 0.50 % or 
less during the last six months for 90% of the observations for a portfolio of Rs. 10 Crore.” 

5.3.1.3 The company needs to have a trading frequency of 100% over last 6 months. 

5.3.1.4 “The NIFTY 50 is computed using a float-adjusted, market capitalization weighted methodology, 
wherein the level of the index reflects the total market value of all the stocks in the index relative to a 
particular base period.” 

5.3.1.5 The total traded value of NIFTY 50 index constituents for the last six months ending March 2017 is 
approximately 43.8% of the traded value of all stocks on the NSE. 

5.3.1.6 Impact cost of the NIFTY 50 for a portfolio size of Rs.50 lakhs is 0.02% for the month March 2017. 

5.3.2 It is expected by the authors Sharadhaand Manickavasagam (2018)4 that “The transition will have 
a considerable impact on the computation of revenue, operating profit, net profit, and net worth of the listed 
companies. Sectors including metals, telecoms, oil &gas, and real estate are likely to be impacted most.” 
Thus, it is important to study the industry-wise impacts of First Time Adoption. 

5.3.3 Following is the list of companies chosen for comparison from each of the industry within the NSE 
Nifty 50 (Except, as mentioned before, Financial Services). In case of each of the industry, two companies 
(in case where two or more companies exist from an industry in the NIFTY 50), on the basis of random 
selection as well as availability of the data. 

Table – 5.1: Company name with their Industry 
Company Name Industry 

Maruti Suzuki India Ltd. Automobile 
Tata Motors Ltd. Automobile 

Ultra Tech Cement Ltd. Cement & Cement Products 
Reliance Industries Ltd Conglomerate 
Larsen & Toubro Ltd. Conglomerate 

Asian Paints Ltd. Consumer Goods 
I T C Ltd. Consumer Goods 
NTPC Ltd. Energy 

Oil & Natural Gas Corporation Ltd. Energy 
UPL Ltd. Fertilizers & Pesticides 

Tech Mahindra Ltd. IT 
Wipro Ltd. IT 

Zee Entertainment Enterprises Ltd. Media & Entertainment 
Hindalco Industries Ltd. Metals 

Tata Steel Ltd. Metals 
Lupin Ltd. Pharmaceuticals 

Sun Pharmaceutical Industries Ltd. Pharmaceuticals 
Bharti Airtel Ltd. Telecom 
Bharti Infra Ltd. Telecom 
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5.4 ANALYSIS OF THE DATA 
5.4.1 Automobile 
Automobile is one of the most crucial sectors in the growth story of Indian Economy. Maruti Suzuki & Tata 
Motors are the auto companies with the highest equity in the segment. 

Table - 5.2: Comparison of 2 Automobile Companies 
AUTOMOBILE 

Particulars MARUTI SUZUKI TATA MOTORS 
Equity as per Previous GAAP 270071  22368.1  
Fair Valuation of Financial Instruments 21465 7.95% 355.87 1.59% 
Fair Valuation of Business Combinations 0 0.00% 0 0.00% 
Fair Valuation of Property, Plant & Equipment 0 0.00% 2609.67 11.67% 
Fair valuation of Employee Stock Option Plans 0 0.00% 0 0.00% 
Total Impact of Fair Valuation 21465 7.95% 2965.54 13.26% 
Impact of the Provisions other than Fair Value 7306 2.71% -2071.5 -9.26% 
TOTAL IMPACT OF FIRST TIME ADOPTION 28771 10.65% 894.03 4.00% 
Equity as per Ind AS attributable to Equity 
Shareholders of the Company 298842  23262.1  

Proportionate Impact of Fair Value Measurement of 
overall impact  74.61%  331.70% 

*All Fig in Rs Crore     

Overall, the Ind AS has made 10.65% and 4% impact on the equity of Maruti Suzuki & Tata Motors 
respectively. However, the impact of Fair Value is substantial in case of Tata Motors. This is mainly because 
Tata Motors happens to be one of the very few corporate which have chosen to measure certain items of 
Property, plant & Equipment at their fair value. Fair value adjustments recorded to the carrying amounts is 
Rs 3,447.20 Crore for property, plant and equipment and Rs (1,103.22) Crore for related Intangible assets 
and thus, by offsetting them against each other, fair value measurement made 11.67% impact on equity, 
which is more than overall impact. In case of Maruti, on the other hand, the impact is largely due to Fair 
value Measurement of the Financial Instruments. Thus, the Fair Value proportion of the overall impact 
stands at 74.61% and 331.7% respectively, for Maruti Suzuki & Tata Motors. 

5.4.2 Consumer Goods 
Consumer Goods are an industry that serves wide range of products. Though the company ITC can be better 
compared with Hindustan Unilever, researcher will deliberately chosen to include Asian Paints so that it can 
encompass wider range of products within consumer good category. 

Table - 5.3: Comparison of 2 Consumer Goods Companies 
CONSUMER GOODS 
Particulars ASIAN PAINTS ITC 
Equity as per Previous GAAP 4963.17  32929  
Fair Valuation of Financial Instruments 356.95 7.19% 422.66 1.28% 
Fair Valuation of Business Combinations 0 0.00% 0 0.00% 
Fair Valuation of Property, Plant & Equipment 0 0.00% 0 0.00% 
Fair valuation of Employee Stock Option Plans 0 0.00% 51.74 0.16% 
Total Impact of Fair Valuation 356.95 7.19% 474.4 1.44% 
Impact of the Provisions other than Fair Value 605.61 12.20% 8253.03 25.06% 
TOTAL IMPACT OF FIRST TIME ADOPTION 962.56 19.39% 8727.43 26.50% 
Equity as per Ind AS attributable to Equity Shareholders of 
the Company 5925.73  41656.4  

Proportionate Impact of Fair Value Measurement of overall impact  37.08%  5.44% 
*All Fig in Rs Crore     
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We can see from the table above that first time adoption has made considerable impact, to the tune of 
19.39% & 26.5% on the Equity value of Asian Paint & ITC respectively. The Fair value impact is relatively 
lesser, only 37.08% and 5.44% of the overall impact, respectively. However, it is worth observing in case of 
ITC that there is Fair value measurement undertaken for Employee Stock option valuation and that makes 
the difference to the tune of 51.74 Crore. A little detailed study of other than fair value items would tell us 
that the impact of Preference Dividend is substantial. As such, this would not be extraordinary activity each 
year and will not have separate impact going further. 

5.4.3 Energy 
Energy Segment in India is dominated by government undertakings. The top two companies are PSUs and 
the researcher will deliberately chosen one from the Oil & Gas sub-category and other from thermal. 

Table - 5.4: Comparison of 2 Energy Companies 
ENERGY 

Particulars NTPC ONGC 
Equity as per Previous GAAP 88782  151853  
Fair Valuation of Financial Instruments 64.8 0.07% 10758 7.08% 
Fair Valuation of Business Combinations 0 0.00% 0 0.00% 
Fair Valuation of Property, Plant & Equipment 0 0.00% 0 0.00% 
Fair valuation of Employee Stock Option Plans 0 0.00% 0 0.00% 
Total Impact of Fair Valuation 64.8 0.07% 10758 7.08% 
Impact of the Provisions other than Fair Value 2446.9 2.76% 3164 2.08% 
TOTAL IMPACT OF FIRST TIME ADOPTION 2511.7 2.83% 13922 9.17% 
Equity as per Ind AS attributable to Equity Shareholders 
of the Company 91293.7  165775  

Proportionate Impact of Fair Value Measurement of overall 
impact  2.58%  77.27% 

*All Fig in Rs Crore     

The overall impact of Ind As adoption is at 2.83% & 9.17% for NTPC and ONGC respectively. However, 
ONGC’s overall impact as well as Fair Value proportion is high largely because of Fair value measurement 
of Equity instruments through Other Comprehensive Income by ONGC.   Thus, the Fair Value proportion in 
overall impact for ONGC is 77.27% as against that for NTPC at meagre 2.58%. 

5.4.4 Information technology 
Information Technology has been a great engine for Indian Service Sector exports and overall metropolitan 
boom. The case study of Satyam, having gone through frauds and takeovers, resurging as Tech Mahindra is 
well documented. Wipro is another IT measure, having few components of non-IT revenue in its activities, is 
another company considered for comparison. 

Table - 5.5: Comparison of 2 Information Technology Companies 
INFORMATION TECHNOLOGY 
Particulars TECH MAHINDRA WIPRO 
Equity as per Previous GAAP 135536  409052  
Fair Valuation of Financial Instruments 49 0.04% 2135 0.52% 
Fair Valuation of Business Combinations -45 -0.03% 0 0.00% 
Fair Valuation of Property, Plant & Equipment 0 0.00% 0 0.00% 
Fair valuation of Employee Stock Option Plans 407 0.30% 0 0.00% 
Total Impact of Fair Valuation 411 0.30% 2135 0.52% 
Impact of the Provisions other than Fair Value 13954 10.30% 1070 0.26% 
TOTAL IMPACT OF FIRST TIME ADOPTION 14365 10.60% 3205 0.78% 
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Equity as per Ind AS attributable to Equity 
Shareholders of the Company 149901  412257  

Proportionate Impact of Fair Value Measurement of 
overall impact  2.86%  66.61% 

*All Fig in Rs Crore     

Most of the IT companies, being extensively traded on overseas exchanges, are exposed substantially to 
IFRS/Ind AS/Fair Value environment. They are already making use of optional provisions in Indian GAAP 
for fair value measurements. This is evident from the fact that overall Ind As impact for Tech Mahindra is 
10.6%. However, the fair value proportion is barely 2.87%. On the other hand, though the proportion of fair 
value measurement in overall impact is higher for Wipro, its overall impact is just 0.78%. Though not 
included here, it is worth mentioning that another entity from the same sector, Tata Consultancy Services Ltd 
has chosen not take concession given by Ind AS 101 and restate its Business Combinations with 
retrospective effects of Ind AS 103. 

5.4.5 Metal 
The selection of Tata Steel and Hindalco for comparison is based on the logic that former is one of the 
Largest Indian Company in ferrous metals whereas the later has same standing in non-ferrous metal, 
aluminium. 

Table - 5.6: Comparison of 2 Metal Companies 
METAL 
Particulars HINDALCO TATA STEEL 
Equity as per Previous GAAP 37067.9  70476.7  
Fair Valuation of Financial Instruments 5046.73 13.61% -41671 -59.13% 
Fair Valuation of Business Combinations 0 0.00% 0 0.00% 
Fair Valuation of Property, Plant & Equipment 0 0.00% 23293.2 33.05% 
Fair valuation of Employee Stock Option Plans 0.14 0.00% 0 0.00% 
Total Impact of Fair Valuation 5046.87 13.62% -18378 -26.08% 
Impact of the Provisions other than Fair Value 44.71 0.12% -3186.8 -4.52% 
TOTAL IMPACT OF FIRST TIME ADOPTION 5091.58 13.74% -21564 -30.60% 
Equity as per Ind AS attributable to Equity 
Shareholders of the Company 42159.5  48912.4  

Proportionate Impact of Fair Value Measurement of 
overall impact  99.12%  85.22% 

*All Fig in Rs Crore     

Ind AS has made considerable impact on the metal sector, especially Tata Steel, for which it is -30.6% and 
13.74% for Hindalco. Fair Value Measurements have dominated this impact with 91.12% proportion in the 
case of Hindalco and 85.22% for Tata Steel. However, it worth noting here that the impact of fair value has 
exclusively come from the revaluation of Financial instruments in case of Hindalco, whereas, for Tata Steel, 
it has come through Fair valuation of Property, plant & Equipment (33.05% of the total impact) as well. 

5.4.6 Pharmaceutical 
Pharmaceutical is another tremendously growing sector in Indian economy and one which is usually inelastic 
to macro-economic volatility. Lupin and Sun Pharma have one of the largest equity capitalisations in this 
industry. 

Table - 5.7: Comparison of 2 PharmaceuticalCompanies 
PHARMACEUTICALS 
Particulars LUPIN SUN PHARMA 
Equity as per Previous GAAP 115926  214831  
Fair Valuation of Financial Instruments -0.8 0.00% 923.2 0.43% 
Fair Valuation of Business Combinations 0 0.00% 0 0.00% 
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Fair Valuation of Property, Plant & Equipment 0 0.00% 0 0.00% 
Fair valuation of Employee Stock Option Plans 183.2 0.16% 0 0.00% 
Total Impact of Fair Valuation 182.4 0.16% 923.2 0.43% 
Impact of the Provisions other than Fair Value 3021.9 2.61% 3152.9 1.47% 
TOTAL IMPACT OF FIRST TIME ADOPTION 3204.3 2.76% 4076.1 1.90% 
Equity as per Ind AS attributable to Equity 
Shareholders of the Company 119131  218907  

Proportionate Impact of Fair Value Measurement of 
overall impact  5.69%  22.65% 

*All Fig in Rs Crore     

The impact of the first time adoption is merely 2.76% and 1.9% for both these companies and even the Fair 
Value proportion is barely at 5.69% and 22.65% respectively, for Lupin& SunPharma. Going by this, it can 
be surmised that the Ind AS/Fair Value principles have made relatively lesser impact on the Pharmaceutical 
sector. Like IT, even pharmaceutical companies have global presence and have been dovetailing in the IFRS 
flow for a long time and this might be the reason for these observations. 

5.4.7 Telecommunication 
Telecom is a rapidly emerging huge sector and both the companies in this sector belong to the same 
conglomerate of Mittal Group. These are the only two companies from this sector in the Nifty. However, it 
must be remembered that another telecom giant, Reliance, falls under conglomerate category, since it has 
Diversified businesses under single entity. However, during the first reporting year of 2016-17, its Jio was 
just launched and it was not yet materialized as on April 1, 2016, the comparison date for this data. Hence, 
for the telecom sector, Bharti telecom and Bharti Infrastructure have been chosen. 

Table - 5.8: Comparison of 2 Telecommunication Companies 
TELECOMMUNICATION 
Particulars BHARTI AIRTEL BHARTI INFRA 
Equity as per Previous GAAP 84447  18573  
Fair Valuation of Financial Instruments 26446 31.32% 674 3.63% 
Fair Valuation of Business Combinations 0 0.00% 0 0.00% 
Fair Valuation of Property, Plant & Equipment 0 0.00% 0 0.00% 
Fair valuation of Employee Stock Option Plans 0 0.00% 0 0.00% 
Total Impact of Fair Valuation 26446 31.32% 674 3.63% 
Impact of the Provisions other than Fair Value 836 0.99% -317 -1.71% 
TOTAL IMPACT OF FIRST TIME ADOPTION 27282 32.31% 356 1.92% 
Equity as per Ind AS attributable to Equity 
Shareholders of the Company 111729  18929  

Proportionate Impact of Fair Value Measurement of overall 
impact  96.94%  189.33% 

*All Fig in Rs Crore     

The impact is substantial in case of Bharti Telecom (32.31%) as against Bharti Infrastructures (1.92%). This 
is mainly due to Fair Valuations of financial instruments in case of both the companies. The overall impact 
of fair value is substantial in both the cases, but almost double for Bharti Infra as opposed to Bharti Telecom 

5.4.8 Diversified 
Certain Corporate entities are engaged in more than one business with material revenues and valuations 
flowing in from each one of those. In Nifty 50, two such companies are Reliance Industries Ltd and Larson 
& Toubro Ltd, which are actually categorized from Energy and Cement & Construction industry 
respectively. For the sake of this discussion, Researcher will take them as comparable. 
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Table – 5.9: Diversified Comparison 
DIVERSIFIED 
Particulars RELIANCE L & T 
Equity as per Previous GAAP 240184  40718.3  
Fair Valuation of Financial Instruments 4110 1.71% 325.69 0.80% 
Fair Valuation of Business Combinations 0 0.00% 0 0.00% 
Fair Valuation of Property, Plant & Equipment 41292 17.19% 0 0.00% 
Fair valuation of Employee Stock Option Plans 0 0.00% -379.07 -0.93% 
Total Impact of Fair Valuation 45402 18.90% -53.38 -0.13% 
Impact of the Provisions other than Fair Value -31588 -13.15% 1470.36 3.61% 
TOTAL IMPACT OF FIRST TIME ADOPTION 13814 5.75% 1416.98 3.48% 
Equity as per Ind AS attributable to Equity 
Shareholders of the Company 253998  42135.3  

Proportionate Impact of Fair Value Measurement of 
overall impact  328.67%  -3.77% 

*All Fig in Rs Crore     

It can be clearly seen in case of both these entities that the overall impact of Ind AS implementation is not 
sizable, at 5.83% and 3.48%, respectively for Reliance and L & T. substantial impact for Reliance come 
from Fair Value Measurements. The notes further throw light that Reliance has measured its asset, Land, at 
Fair Value, leading to the impact of 41,292 Crore on the equity, which is 17.19% of the equity under 
previous Indian GAAP. However, on the other side, it has changed its accounting policy of Full cost method 
(FCM) to Successful Efforts Method (SEM) in case of Oil & Gas Activity has led to the negative impact of 
20,217 Crore on equity, which has reduced the huge impact of Land Revaluation. In case of L &T, as 
discussed earlier, the impact is not substantial. 

5.4.9 Multiple Sectors 
In case of certain sectors, there is only one company each, representing the sector in Nifty 50. Such sectors 
are Entertainment & Media, Fertilizers and Cement. For the sake of simplicity, the impact is shown together, 
though analysed separately. 

Table – 5.10: Comparison of Multiple Sectors 
MULTIPLE MEDIA FERTILIZERS CEMENT 
Particulars ZEE UPL ULTRATECH 
Equity as per Previous GAAP 50394  4016  20736.1  
Fair Valuation of Financial Instruments 3315 6.58% 26 0.65% 738.92 3.56% 
Fair Valuation of Business Combinations 0 0.00% 0 0.00% 0 0.00% 
Fair Valuation of Property, Plant & 
Equipment 0 0.00% -44 -1.10% 0 0.00% 

Fair valuation of Employee Stock Option 
Plans 0 0.00% -2 -0.05% 0 0.00% 

Total Impact of Fair Valuation 3315 6.58% -20 -0.50% 738.92 3.56% 
Impact of the Provisions other than Fair 
Value -17630 -34.98% 306 7.62% 156.82 0.76% 

TOTAL IMPACT OF FIRST TIME 
ADOPTION -14315 -28.41% 286 7.12% 895.74 4.32% 

Equity as per Ind AS attributable to 
Equity Shareholders of the Company 36079  4302  21631.8  

Proportionate Impact of Fair Value 
Measurement of overall impact  -23.16%  -6.99%  82.49% 

*All fig. in Rs. Crore 
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Zee is another company where the First Time Impact is considerable and interestingly, unlike its peers from 
Nifty 50, it is negative 28.41%. Fair Value has relatively lesser role (+6.58%) to play in it and it is largely 
due to reclassification of the preference shares. 

Both, the overall Ind as impact as well as proportionate Fair Value impact in the former are not substantial, at 
7.12% & -7%, respectively, in case of United Phosphorous Ltd from Fertilizers sectors. However, UPL 
happens to be one of those very few entities, which have recognized some of its Property, plant & Equipment 
at Fair Value, leading to erosion of equity value to the tune of 53 Crore. 

Ultra tech, the cement giant is affected only to the extent of 4.32% by the Ind AS implementation, of which 
measure part comes from Fair Value measurement, i.e.3.56%. However, this is largely due to mandatory 
financial instrument reclassification and re-measurement. As in interesting observation, Ultra tech has 
enjoyed benefit from Sales tax Loan which it has revalued on amortized cost basis, as per Ind AS 109. 

5.5 COLLECTIVE OBSERVATIONS 
5.5.1 If we put together all the 19 companies chosen for the study, they would constitute equity valuation 
before Ind AS, Rs. 20,09,685 Crore (over twenty lakh Crore), which has become, post implementation Rs. 
21,03,588 Crore (Over twenty one Lakh Crore). This is a valuation increase of 4.67% or Rs. 93,902 Crore. 

5.5.2 In case of all companies, save two, the valuation has increased. In case of Tata Steel, one of those 
companies, the reason is substantial decrease of Fair Value measurement of Property, plant & Equipment. 

5.5.3 Most of the companies have chosen to take benefit of exemption, given under Ind AS 101, not to 
restate the Business Combinations from retrospective effect. 

5.5.4 Most of the companies seem to be following the Historic cost valuation model, instead of opting to 
assess the property, plant & equipment at Fair Value. 

5.5.5 There is no sectorial consistency in the percentage impact of the Ind AS implementation or even the 
Fair value Measurement. Inherent subjectivity of the standards has led to the impact based on management 
choices, rather than systemic industry feature. 

5.5.6 The detailed analysis of reconciliation statements indicate that the impact is largely due to treatment 
to proposed dividends, reclassification of preference shares, etc. 

5.5.7 Ernst & Young (2017)5 undertook an analysis on quantitative impact of Ind AS applicability in BSE 
100 Companies (Actually 82, omitting financial sector) and arrived at the conclusion that 17 companies had 
negative impact to the tune of 35,067 Crore whereas 55 of them had positive impact of 1,34,404 Crore on 
Net Worth. Consequently, 35 companies found their revenue reducing by 40,908 Crore as opposed to 39 
with revenue rise of 5,285 Crore. Their direction of policy choices is interesting from following table… 

Table – 5.11: Direction of Policy choices 
Policy choices available under Ind AS 101 

Key policy choices available at transition date 
Opted fair 
value as 

deemed cost 

Opted for 
carrying 
value as 

deemed cost 

Retrospective 
adoption 

PPE 7 68 0 
Investments in subsidiaries, associates and 

joint ventures 3 72 0 

Business combination 0 0 1 

5.6 SUMMARY 
First time adoption was a litmus test for the Indian Corporate, represented her by the select Indian 
Companies, to see whether it makes most of choices while adopting the Indian Accounting Standards. The 
aforesaid assessment cannot entirely substantiate that argument. While corporate have successfully 
undertaken the adoption, extensively given the disclosures and fulfilled the Ind AS requirements, they have 
generally shielded themselves from the market driven valuations such as PPE or Business Combination 
restatement. It will not be fair to blame the management in all these cases since the lack of sufficient 
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information is an entirely possible reason for such choices. However, it also signifies the need to develop a 
better ecosystem of free and adequate information exchange, impartial and independent valuation experts 
and management committed to provide ‘True & Fair’ picture of its performance and position through 
financial reports. 
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CHAPTER - 6 

ANALYSIS AND 
INTERPRETATION OF DATA 
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6.1 INTRODUCTION 
In the First Chapter, the researcher has discussed at length, the methodology and research design for this 
research. According to the design, the researcher was required to collect the response to his questionnaire 
from 384 Members of Institute of Chartered Accountant of India. This, the researcher, undertook through 
personal network, mass mailing and approaching various Study Circle Meetings of the Institute. 
Questionnaire is attached as Annexure. This data was processed using appropriate statistical tools to test the 
Hypothesis, from which the study was originated. 

Thus, this chapter consists of this statistical data processing. The detailed analysis of the responses from the 
Chartered Accountant community is presented here and on the basis of that, Impact of Fair Value 
Accounting on the Indian Corporate is defined in terms of their perspective. 

6.2 IMPORTANCE OF STATISTICAL ANALYSIS 
“Statistics consists of a body of methods for collecting and analyzing data” Agresti & Finlay (1997)1. The 
process of research is primarily based on statistical analysis. This is because statistics is the tool to arrange 
the collected data orderly, develop patterns and trends out of it, consider multiple variables and parameters 
affecting the data and draw the useful conclusions which can be validated. It is analysis that establishes 
patterns, throws lights upon relationships between variables and helps researcher understand the chain of 
Cause and Effect clearly. As Ali and Bhaskar (2016)2 “Statistical methods involved in carrying out a study 
include planning, designing, collecting data, analysing, drawing meaningful interpretation and reporting of 
the research findings. The statistical analysis gives meaning to the meaningless numbers, thereby breathing 
life into a lifeless data.” 

Researcher begins with an assumption, an assertion, in the form of Hypothesis and subjects it to rigorous 
examination through responses from the experts, their collation, developing patterns out of them, 
observations and subsequent processing. This leads to support of or conflict to his hypothesis. However, 
while arriving at conclusion, researcher ensures to validate the data and analysis process through statistical 
tools. When a survey is conducted to test these hypotheses, it involves estimating values of unknown 
parameters from the population. 

Thus, when the responses are received by the researcher, they create two opportunity for presenting this data. 
For one thing, the researcher can ‘describe’ the data. In this, it is organized logically and analysed on that 
basis. Important characteristics of the data are exposed. Its overall pattern is identified through tools such as 
Mean, Mode and Median, extending to Deviations. Typically, such presentation is through charts, diagrams 
and tables. This is ‘Descriptive’ Analysis. 

However, going further, this data should help researcher project and estimate. After all, in most of the cases 
(including the present one), the researcher cannot reach out to the every unit of the universe and hence, has to 
adopt sampling techniques. A crucial question then is how far are the results of the sample applicable to the 
population? Would the population behave same way as the sample? How far it is likely, in other words, what 
is the ‘Probability’? To answer all these questions, researcher resorts to ‘Inferential’ tools of statistical data 
analysis. 

6.3 RESPONDENT PROFILE 
In the present study researcher collected objectives related data from 400 respondents. Data is collected 
using simple random sampling. Details of demographic and other characteristics of sample respondents are 
given below: 

Table-6.1: Gender of Respondent 
Gender Frequency % 

Male 294 74% 

Female 106 27% 

Total 400 100% 
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Graph-6.1: Gender Profile 

 
Total respondent were 400, out if this 294 (74%) were male and 106 (27%) were female. 

Table-6.2: Membership status 
Membership Frequency % 

In Practice 193 48% 
In Industry 207 52% 

Total 400 100% 

Graph-6.2: Membership Status 

 
This is an important characteristic of the respondent. Members in Industry are likely to have better exposure 
to Fair value. Members in practice, unless they are with the Fairly Large Practicing Firms, are likely to have 
only theoretical knowledge, if any, a little hands on experience. In the sample, of total 400 respondents, 193 
were in Practice and 207 were in Industry surveyed. 

Table-6.3: Age Group 
Age group Frequency % 

Less than 40 318 80% 
40-60 65 16% 

Above 60 17 4% 
Total 400 100% 

Graph-6.3: Age Profile 
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It should be noted here that the efforts to converge the Indian GAAPs to global platform begun since the new 
millennium. As such, those who are below 40 years of age at the moment are likely to be exposed most to 
this phenomenon as compared to other two categories. The number of age group of Less than 40 years was 
survey was 318 (80%), 40 – 60 years were 65 (16%), and Above 60 was 17 (4%). 

Table-6.4: Turnover Category (INR Crore) 
Turnover Frequency % 

< 100 Crore 117 29% 
100 Crore to 500 Crore 126 32% 

> 500 Crore 157 39% 
Total 400 100% 

Graph-6.4: Turnover 

 
Here, the respondent is mapped on the basis of the range of turnover of which she/he has handled the 
assignments. This is to identify the relationship between size of the clientele and the responses of the 
professional. Total 400 surveyed <100 Crore (29%), 100 Crore to 500 Crore (32%) and >500 Crore was 
157(39%). 

6.4 DESCRIPTIVE ANALYSIS 
It was discussed hereinbefore that the descriptive analysis is focused on presenting the organized data and 
throwing light upon the relationship between various variables therein. Descriptive statistics consist of 
methods for organizing and summarizing information Weiss (1999)3. Thus, it essentially develops a 
quantified description of the available data and uses tools such as Means, Modes, Medians and Deviations to 
do so. Graphically, it presents the data in charts, tables, graphs and diagrams. An important part of 
descriptive analysis is to indicate the relationship that variables develop with the available data. Thus, when 
only one such variable is considered, it becomes one-dimensional analysis. With two of them, bi-variable 
and where more than two variables’ relationship is presented, it is multivariate analysis. 

6.4.1Measures of Central Tendency 
“A characteristic that varies from one person or thing to another is called a variable”. Yet, this variation, too, 
has a certain pattern, a certain commonality. And that is recognized by the term ‘Central tendency’. Thus, 
Measures of Central Tendency identify that characteristic of the data that might be termed as ‘representative’ 
of the data in most broad sense. Such a representation is possible either by virtue of a particular value being 
repetitive in nature, a certain number being equidistant from the extreme or being the average of the data set. 
Even to naked eyes, measures of central tendency give considerable indication of the pattern of the behaviour 
of the data. 
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6.4.1.1 Mean: “The sample mean of the variable is the sum of observed values in a data divided by the 
number of observations.” The most popular, most commonly understood and most often used measure of the 
central tendency is Mean. In the crudest sense, mean is also a tool of projection, based on the sample. 

6.4.1.2 Mode: “Obtain the frequency of each observed value of the variable in a data and note the greatest 
frequency. 

1. If the greatest frequency is 1 (i.e. no value occurs more than once), then the variable has no mode. 

2. If the greatest frequency is 2 or greater, then any value that occurs with that greatest frequency is called a 
sample mode of the variable”. 

Thus, mode is most repeated variable of the data series. The importance of Mode depends upon number of 
times Mode value is repeated, in proportion to total number of observations. 

6.4.1.3 Median: “Arrange the observed values of variable in a data in increasing order. 

If the number of observation is odd, then the sample median is the observed value exactly in the middle of 
the ordered list. 

1. If the number of observation is even, then the sample median is the number halfway between the two 
middle observed values in the ordered list. 

2. In both cases, if we let n denote the number of observations in a data set, then the sample median is at 
position (n+1)/2 in the ordered list.” 

In other words, median can the value that is equidistant from the extremes of the data series. 

6.4.1.4 Measures of Variation: Measures of central tendency is just an indicator. A particular value being 
such a measure implies that there would be deviation from it. It is important to identify the quantum, 
direction and degree of such variation. This is measured using various tools such as range, mean deviation, 
variance, and standard deviation. Together, they represent the pattern of distance of each reading from the 
reading of central tendency. I the research, standard deviation is an important tool of deviation being used by 
the researcher. 

Here, the analysis begins with descriptive characteristic of respondent profile of the Questionnaire Response 
Series. 

6.4.3 Descriptive analysis 
In this part, the researcher shall now proceed to analyse the responses provided by the respondents within the 
framework of the Hypothesis and objectives around them. Researcher shall use Mean, Median & mode 
together with Standard Deviation to analyse the direction of the responses to each of the objectives. 
Objective (1.4.2): To study if the Indian Corporate has clearly considered the issues arising from Fair 
Value Accounting. 
Fair Value accounting involves a lot of subjective decision making. In certain cases, there are options 
available to the entity and certain other issues are mandatory. This has already been discussed in the earlier 
chapters. Indian corporate is required to have a firm and clear grasp of theses nitty-gritty’s of the standards 
and make the appropriate decisions. 
Hence, the researcher gave certain statements regarding finer points of implementation from the chosen areas 
of Business Combination, Financial Instruments and Property, Plant &Equipment and requested the 
respondent to respond on the Likert Scale of five levels of the agreement… 
SD= Strongly Disagree - 1 
D = Disagree- 2 
N = Neutral - 3 
A = Agree - 4 
SA = Strongly Agree - 5 



 

Fair Value Measurement - Challenges and Perceptions 

66 

Following detailed responses were returned… 

Table-6.5: To study if the Indian Corporate has clearly considered the issues arising from Fair Value 
Accounting. 

PARTICULARS  SD D CC A SA Total 
Entities would prefer Revaluation Model 
over Cost Model for the subsequent 
recognition of Property, Plant and 
Equipment. 

F 24 87 51 187 51 400 

 % 6.00 21.75 12.75 46.75 12.75 100 
In case of acquisition of PPE in exchange 
for non-monetary assets, the cost of the 
PPE will be measured at the fair value of 
the asset exchanged. 

F 24 40 89 176 71 400 

 % 6.00 10.00 22.25 44.00 17.75 100 
Despite the significance of the volatility 
in the fair value of the underlying items 
of PPE, annual revaluation shall be 
preferred over tri-annual or quinquennial 
(once in five years) revaluation. 

F 25 84 78 162 51 400 

 % 6.25 21.00 19.50 40.50 12.75 100 
In case of goodwill recognized on 
acquisition, Annual impairment testing 
will be adopted in preference to 
amortization. 

F 26 70 80 160 64 400 

 % 6.50 17.50 20.00 40.00 16.00 100 
Companies have built up the necessary 
knowledge base to analyse the contracts 
for embedded derivatives and 
appropriately apply the recognition 
principles as specified by Ind AS 109. 

F 40 91 108 130 31 400 

 % 10.00 22.75 27.00 32.50 7.75 100 
The classification of Financial 
Instruments under the new nomenclature 
would be carried out judiciously by the 
companies. 

F 12 103 89 153 43 400 

 % 3.00 25.75 22.25 38.25 10.75 100 

Interpretation 
From the above table it is observed that the responses to aforesaid statements are usually in the range of 60% 
favourably agreeing or strongly agreeing to the statement. This indicates that Indian Corporate have indeed 
studied various issues arising in the implementation of Fair value Measurements. 

Table-6.6: Descriptive Statistics 
PARTICULARS MEAN MODE MEDIAN STD DEVIATION 
Entities would prefer Revaluation Model 
over Cost Model for the subsequent 
recognition of Property, Plant and 
Equipment. 

3.385 4 4 1.1358 

In case of acquisition of PPE in exchange 
for non-monetary assets, the cost of the 
PPE will be measured at the fair value of 
the asset exchanged. 

3.575 4 4 1.0781 
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Despite the significance of the volatility in 
the fair value of the underlying items of 
PPE, annual revaluation shall be preferred 
over tri-annual or quinquennial (once in 
five years) revaluation. 

3.325 4 4 1.1281 

In case of goodwill recognized on 
acquisition, Annual impairment testing will 
be adopted in preference to amortization. 

3.415 4 4 1.1428 

Companies have built up the necessary 
knowledge base to analyse the contracts for 
embedded derivatives and appropriately 
apply the recognition principles as specified 
by Ind AS 109. 

3.0525 4 3 1.1238 

The classification of Financial Instruments 
under the new nomenclature would be 
carried out judiciously by the companies. 

3.28 4 3 1.0556 

1) Mean value of “Entities would prefer Revaluation Model over Cost Model for the subsequent recognition 
of Property, Plant and Equipment” is 3.385 which is close to 4 with standard deviation 1.135, indicates that 
respondents agreed with the fact. Its corresponding modal value and median value which is also 4 clearly 
support the same. Thus, the respondents seem to perceive that the entities shall prefer revaluation model in 
subsequent recognition. 
2) Mean value In case of “acquisition of PPE in exchange for non-monetary assets, the cost of the PPE will 
be measured at the fair value of the asset exchanged” is 3.575 which is close to 4 with low standard deviation 
1.078, indicates that respondents agreed with the fact .Its corresponding modal value and median value 
which is also 4 clearly support the same. Here, it is interesting to note that such a treatment is prescribed by 
the standard and there is no choice. Still, close to 16% CAs seems to be ‘Disagreeing’ with it while 22.25% 
are unable to comment. 
3) Mean value of  “Despite the significance of the volatility in the fair value of the underlying items of PPE, 
annual revaluation shall be preferred over tri-annual or quinquennial (once in five years) revaluation is” 
3.325 which is close to 4 with standard deviation 1.1280, indicates that respondents agreed with the fact that 
accounting identifies . Its corresponding modal value and median value which is also 4 clearly support the 
same. Again, in this case, the entities, having accepted revaluation model are required to go for annual 
reassessment mandatorily and there is no option to that. 
4) Mean value In case of “goodwill recognized on acquisition, Annual impairment testing will be adopted in 
preference to amortization.”  is 3.415 which is close to 4 with standard deviation 1.142, indicates that 
respondents agreed with the fact that accounting identifies .Its corresponding modal value and median value 
which is also 4 clearly support the same. Thus, annual impairment shall be carried out as prescribed by the 
standard. 
1) Mean value of “Companies have built up the necessary knowledge base to analyse the contracts for 

embedded derivatives and appropriately apply the recognition principles as specified by Ind AS 109” is 
3.0525 which is close to 4 with standard deviation1.123, indicates that respondents agreed with the fact 
that accounting identifies. However, it is worth observing that the mean value is lowest in this segment, 
which means that the respondents are not as confident about this assertion as in case of others. 

2) Mean value of the “classification of Financial Instruments under the new nomenclature would be carried 
out judiciously by the companies” is 3.28 which is close to 4 with low standard deviation 1.055 , indicates 
that respondents agreed with the fact that accounting identifies. Thus, in crucial portion of the Financial 
Instruments, respondents are confident of judicious treatment. 

Now let us see the frequency distribution of each statement affiliated to this hypothesis. Here the researcher 
will classify the responses on the basis of two distinct criterions… whether the respondent is in practice or 
industry and Category of Assignment Level handled. Thus, the responses are thoroughly analysed against 
profile characteristics of the respondents for better idea. 
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TABLE - 6.7 
Entities would prefer Revaluation Model over Cost Model for the subsequent recognition of Property, 
Plant and Equipment. 

Table 6.7.1 
Frequency Distribution - Based on Membership Status 

 
 In Practice In Industry Total 

Strongly Disagree 14 10 24 
Disagree 53 34 87 

Cannot Comment 15 36 51 
Agree 87 100 187 

Strongly Agree 24 27 51 
Total 193 207 400 

Table 6.7.2 
Frequency Distribution - Based on Turnover of the Assignments handled (INR Crore) 

 
 < 100 Crore 100 Crore to 500 Crore > 500 Crore Total 

Strongly 
Disagree 8 2 14 24 

Disagree 43 13 31 87 
Cannot 

Comment 6 12 33 51 

Agree 43 79 65 187 
Strongly Agree 17 20 14 51 

Total 117 126 157 400 
Pearson Chi-

Square 
Value df P value  

54.58186 8 5.323E-09  

The above information it is observed that: 

1) Of the Total respondents, majority i.e. 59.5% agree with the statement. 

2) In Membership status 111 i.e. (57.5%) of those in Practice agree with the statement, whereas 107 i.e. is 
(61.4%) of those in Industry agree with it. 

3) 64% of those who handled the assignment less than 100 Crore agree with the statement, but 78% of those 
who handled assignments in the range of 100 to 500 Crore agree with it. In case of those who handled the 
assignment worth 500 Crore or more, the level of agreement is lowest at 50%. 

TABLE - 6.8 
In case of acquisition of PPE in exchange for non-monetary assets, the cost of the PPE shall be 
measured at the fair value of the asset exchanged. 

Table 6.8.1 
Frequency Distribution - Based on Membership Status 

 
 In Practice In Industry Total 

Strongly Disagree 18 6 24 
Disagree 15 25 40 

Cannot Comment 44 45 89 
Agree 75 101 176 

Strongly Agree 41 30 71 
Total 193 207 400 

Table 6.8.2 
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Frequency Distribution - Based on Turnover of the Assignments handled (INR Crore) 
 

 < 100 Crore 100 Crore to 500 Crore > 500 Crore Total 
Strongly 
Disagree 18 0 6 24 
Disagree 13 8 19 40 

Cannot Comment 16 42 31 89 
Agree 45 57 74 176 

Strongly Agree 25 19 27 71 
Total 117 126 157 400 

Pearson Chi-
Square 

Value Df P value  
42.36422 8 1.1569E-06  

The above information it is observed that: 

1) Of the Total respondents, majority i.e. 61.75% agree with the statement. 

2) In Membership status 116 i.e. (60.1%) of those in Practice agree with the statement, whereas 131 i.e. is 
(63.29%) of those in Industry agree with it. 

3) 59.85% of those who handled the assignment less than 100 Crore agree with the statement and 60.32% 
of those who handled assignments in the range of 100 to 500 Crore agree with it. In case of those who 
handled the assignment worth 500 Crore or more, the level of agreement is highest at 64.33%. 

TABLE - 6.9 
Despite the significance of the volatility in the fair value of the underlying items of PPE, annual 
revaluation shall be preferred over tri-annual or quinquennial (once in five years) revaluation. 

Table 6.9.1 
Frequency Distribution - Based on Membership Status 

 
 In Practice In Industry Total 

Strongly Disagree 16 9 25 
Disagree 42 42 84 

Cannot Comment 39 39 78 
Agree 79 83 162 

Strongly Agree 17 34 51 
Total 193 207 400 

Table 6.9.2 
Frequency Distribution - Based on Turnover of the Assignments handled (INR Crore) 

 
 < 100 Crore 100 Crore to 500 Crore > 500 Crore Total 

Strongly Disagree 13 1 11 25 
Disagree 39 6 39 84 

Cannot Comment 24 23 31 78 
Agree 32 82 48 162 

Strongly Agree 9 14 28 51 
Total 117 126 157 400 

Pearson Chi-
Square 

Value Df P value  
69.541 8 6.06489E-12  

1) Of the Total respondents, majority i.e. 53.3% agree with the statement. 

2) In Membership status 96 i.e. (50.1%) of those in Practice agree with the statement, whereas 117 i.e. is 
(57%) of those in Industry agree with it. 
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3) Merely 35% of those who handled the assignment less than 100 Crore agree with the statement and 
majority remains noncommittal or disagrees. 76.19% of those who handled assignments in the range of 
100 to 500 Crore agree with it. In case of those who handled the assignment worth 500 Crore or more, 
too, the level of agreement is low at 48.41%. 

TABLE -  6.10 
In case of goodwill recognized on acquisition, Annual impairment testing will be adopted in preference 
to amortization. 

Table 6.10.1 
Frequency Distribution - Based on Membership Status 

 
 In Practice In Industry Total 

Strongly Disagree 18 8 26 
Disagree 41 29 70 

Cannot Comment 22 58 80 
Agree 82 78 160 

Strongly Agree 30 34 64 
Total 193 207 400 

Table 6.10.2: 
Frequency Distribution - Based on Turnover of the Assignments handled 

(INR Crore) 
 

 < 100 Crore 100 Crore to 500 Crore > 500 Crore Total 
Strongly Disagree 16 0 10 26 

Disagree 34 11 25 70 
Cannot Comment 15 26 39 80 

Agree 32 66 62 160 
Strongly Agree 20 23 21 64 

Total 117 126 157 400 

Pearson Chi-Square Value df P value  
47.71847 8 1.11825E-07  

The above information it is observed that: 

1) Of the Total respondents, majority i.e. 56% agree with the statement. 

2) In Membership status 112 i.e. (58%) of those in Practice agree with the statement, whereas 112 i.e. is 
(54%) of those in Industry agree with it. 

3) A minority of 44% of those who handled the assignment less than 100 Crore agree with the statement and 
71% of those who handled assignments in the range of 100 to 500 Crore agree with it. In case of those 
who handled the assignment worth 500 Crore or more, the level of agreement is at 53%. 

TABLE - 6.11 
Companies have built up the necessary knowledge base to analyse the contracts for embedded 
derivatives and appropriately apply the recognition principles as specified by Ind AS 109 

Table 6.11.1 
Frequency Distribution - Based on Membership Status 

 
 In Practice In Industry Total 

Strongly Disagree 24 16 40 
Disagree 58 33 91 

Cannot Comment 37 71 108 



 

Fair Value Measurement - Challenges and Perceptions 

71 

Agree 57 73 130 
Strongly Agree 17 14 31 

Total 193 207 400 

Table 6.11.2 
Frequency Distribution - Based on Turnover of the Assignments handled 

(INR Crore) 
 

 < 100 Crore 
100 Crore to 500 

Crore > 500 Crore Total 
Strongly Disagree 23 2 15 40 

Disagree 41 17 33 91 
Cannot Comment 23 41 44 108 

Agree 22 53 55 130 
Strongly Agree 8 13 10 31 

Total 117 126 157 400 

Pearson Chi-Square Value df P value  
48.60907 8 7.55444E-08  

The above information it is observed that: 

1) Of the Total respondents, majority i.e. 56% agree with the statement. 

2) In Membership status, only74 i.e. (38%) of those in Practice agree with the statement, whereas 87 i.e. is 
(42%) of those in Industry agree with it. 

3) A minority of 26% of those who handled the assignment less that 100 Crore agree with the statement 
and 52% of those who handled assignments in the range of 100 to 500 Crore agree with it. In case of 
those who handled the assignment worth 500 Crore or more, the level of agreement is at 41%. 

TABLE - 6.12 
The classification of Financial Instruments under the new nomenclature would be carried out 
judiciously by the companies. 

Table 6.12.1 
Frequency Distribution - Based on Membership Status 

 
 In Practice In Industry Total 

Strongly Disagree 4 8 12 
Disagree 68 35 103 

Cannot Comment 44 45 89 
Agree 66 87 153 

Strongly Agree 11 32 43 
Total 193 207 400 

Table 6.12.2: 
Frequency Distribution - Based on Turnover of the Assignments handled (INR Crore) 

 
 < 100 Crore 100 Crore to 500 Crore > 500 Crore Total 

Strongly Disagree 4 2 6 12 
Disagree 44 42 17 103 

Cannot Comment 30 22 37 89 
Agree 34 50 69 153 

Strongly Agree 5 10 28 43 
Total 117 126 157 400 
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Pearson Chi-Square Value df P value  
42.87089 8 9.28998E-07  

The above information it is observed that 

1) Of the Total respondents, majority i.e. 56% agree with the statement. 

2) In Membership status, only77 i.e. (40%) of those in Practice agree with the statement while substantial 
60% disagree or unable to comment, whereas 119 i.e. is (57%) of those in Industry agree with it. 

3) A minority of 39% of those who handled the assignment less that 100 Crore agree with the statement 
and similarly, 48% of those who handled assignments in the range of 100 to 500 Crore agree with it. In 
case of those who handled the assignment worth 500 Crore or more, the level of agreement is at 62%. 

Objective 1.4.3: To study the exposure of the impact of Fair Value Accounting in the other economies 
to Indian Corporate. 
Fair Value accounting has been in practice not only in IFRSconverged Economies but as well in US GAAPs. 
Thus, this has created a rich bank of experiences, well documented and researched, about the pitfalls, 
strengths and overall impact of Fair Vale in other economies. In this segment, the researcher will try to gauge 
if the CAs perceive that there is good understanding of this international experience in Indian Context. 

Table - 6.13: To study the exposure of the impact of Fair Value Accounting in the other economies to 
Indian Corporate. 

PARTICULARS  SD D CC A SA TOTAL 
Chartered Accountants have largely 
studied the impact of Fair Value 
Concept in the reporting that led to 
Sub-prime crisis (In US) 

F 31 74 141 130 24 400 

 % 7.75 18.50 35.25 32.50 6.00 100 
Due consideration shall be given to the 
Role of Fair Value Accounting in Enron 
debacle, while assessing the Fair Values 
in the reporting of Indian Corporate 

F 16 61 109 192 22 400 

 % 4.00 15.25 27.25 48.00 5.50 100 
Sufficient data is available, elucidating 
the impact of Fair Value in US GAAP 
and IFRS 

F 39 95 121 125 20 400 

 % 9.75 23.75 30.25 31.25 5.00 100 
Large numbers of Corporate Finance 
Executives, who have undertaken First 
Time Adoption of Ind AS, have been 
duly exposed to international 
application of the Fair Value. 

F 38 86 85 171 20 400 

 % 9.50 21.50 21.25 42.75 5.00 100 

It can be clearly seen from the table above that in most of the cases, respondents have not shown more than 
50% inclination towards agreeing with the statements. This does not mean that the respondents disagree with 
it. It is evident that substantial numbers of respondents do not want to comment about it. However, going by 
the nature of the objective and the statements, researcher is of the opinion that the response of ‘Cannot 
Comment’ should be taken as negative. This means that the respondents do not believe that the Indian 
Corporate has tried to understand international perspective on Fair Value Measurement. 

Let us now look at the descriptive statistics… 

Table - 6.14: Descriptive Statistics 
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PARTICULARS MEAN MODE MEDIAN STD 
DEVIATION 

Chartered Accountants have largely studied the 
impact of Fair Value Concept in the reporting 
that led to Sub-prime crisis (In US) 

3.105 3 3 1.025477455 

Due consideration shall be given to the Role of 
Fair Value Accounting in Enron debacle, while 
assessing the Fair Values in the reporting of 
Indian Corporate 

3.3575 4 4 0.941759538 

Sufficient data is available, elucidating the 
impact of Fair Value in US GAAP and IFRS 

2.98 4 3 1.068857399 

Large numbers of Corporate Finance Executives, 
who have undertaken First Time Adoption of Ind 
AS have been duly exposed to international 
application of the Fair Value. 

1.2475 1 1 0.521462903 

1) As discussed earlier, mean value of “Chartered Accountants have largely studied the impact of Fair Value 
Concept in the reporting that led to Sub-prime crisis (In US)” is 3.105 which is close to 3 with standard 
deviation 1.0205, indicates that respondents DO NOT agree with the fact. Its corresponding modal value 
and median value which is also 3 clearly support the same. Thus, the respondents seem to perceive that 
the CAs have not studied the impact of Fair Value on Sub Prime. 

2) Mean value In case of “Due consideration shall be given to the Role of Fair Value Accounting in Enron 
debacle, while assessing the Fair Values in the reporting of Indian Corporate” is 3.3575 which is close to 
4 with standard deviation 0.9418, indicates that respondents agreed with the fact .Its corresponding modal 
value and median value which is also 4 clearly support the same. Thus, the respondents believe that they 
have studied the Enron Debacle. 

3) Mean value of “Sufficient data is available, elucidating the impact of Fair Value in US GAAP and IFRS” 
2.98 which is close to 3 with standard deviation 1.068, indicates that respondents DO NOT agree with the 
fact. Its corresponding modal value and median value are 4 and 3 respectively which give somewhat 
contradictory indications. However, overall, we may say that the respondents do not agree with the 
statement. 

4) Mean value In case of “Large numbers of Corporate Finance Executives, who have undertaken First Time 
Adoption of Ind AS have been duly exposed to international application of the Fair Value.”  is 1.2475 
which is close to 1 with standard deviation 0.521, indicates that respondents Strongly Disagreed with the 
fact that Large number of Corporate Finance Executives, who have undertaken First Time Adoption of 
Ind AS have been duly exposed to international application of the Fair Value. Its corresponding modal 
value and median value which is also 4 clearly support the same. 

Now let us see the frequency distribution of each statement affiliated to this hypothesis. Here the researcher 
will classify the responses on the basis of two distinct criterions… whether the respondent is in practice or 
industry and Category of Assignment Level handled. Thus, the responses are thoroughly analysed against 
profile characteristics of the respondents for better idea. 
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TABLE - 6.15 
Chartered Accountants have largely studied the impact of Fair Value Concept in the reporting that led 
to Sub-prime crisis (In US). 

Table 6.15.1 
Frequency Distribution - Based on Membership Status 

 
 In Practice In Industry Total 

Strongly Disagree 7 24 31 
Disagree 28 46 74 

Cannot Comment 80 61 141 
Agree 72 58 130 

Strongly Agree 6 18 24 
Total 193 207 400 

Table 6.15.2 
Frequency Distribution - Based on Turnover of the Assignments handled 

(INR Crore) 
 

 
< 100 
Crore 

100 Crore to 500 
Crore > 500 Crore Total 

Strongly Disagree 3 5 23 31 
Disagree 27 11 36 74 

Cannot Comment 34 64 43 141 
Agree 50 38 42 130 

Strongly Agree 3 8 13 24 
Total 117 126 157 400 

Pearson Chi-Square 
Value df P value 

 
47.44915 8 1.25883E-07 

From the above information it is observed that: 
1) Of the Total respondents, only 39% agree with the statement and majority gives a negative response, 

since cannot comment is almost equivalent to disagree. 
2) In Membership status, only 78 i.e. (40%) of those in Practice agree with the statement, whereas 76 i.e. is 

(37%) of those in Industry agree with it. 
3) A minority of 45% of those who handled the assignment less than 100 Crore agree with the statement 

and 37% of those who handled assignments in the range of 100 to 500 Crore agree with it. In case of 
those who handled the assignment worth 500 Crore or more, the level of agreement is at 35%. Thus, 
majority of the respondent are clearly rejecting this statement. 

TABLE - 6.16 
Due consideration shall be given to the Role of Fair Value Accounting in Enron debacle, while 
assessing the Fair Values in the reporting of Indian Corporate. 

Table 6.16.1 
Frequency Distribution - Based on Membership Status 

 
 In Practice In Industry Total 

Strongly Disagree 7 9 16 
Disagree 20 41 61 

Cannot Comment 52 57 109 



 

Fair Value Measurement - Challenges and Perceptions 

75 

Agree 106 86 192 
Strongly Agree 8 14 22 

Total 193 207 400 

Table 6.16.2 
Frequency Distribution - Based on Turnover of the Assignments handled 

(INR Crore) 
 < 100 Crore 100 Crore to 500 Crore > 500 Crore Total 

Strongly Disagree 2 5 9 16 
Disagree 17 13 31 61 

Cannot Comment 36 26 47 109 
Agree 59 79 54 192 

Strongly Agree 3 3 16 22 
Total 117 126 157 400 

Pearson Chi-Square Value df P value 
 32.02743 8 9.20939E-05 

From the above information it is observed that: 

1) Of the Total respondents, majority 53.5% agree with the statement and majority gives a negative 
response, since cannot comment is almost equivalent to disagree. 

2) In Membership status, 114 i.e. (59%) of those in Practice agree with the statement, whereas 100 i.e. is 
(48%) of those in Industry agree with it. 

3) 53% of those who handled the assignment less than 100 Crore agree with the statement and 65% of those 
who handled assignments in the range of 100 to 500 Crore agree with it. In case of those who handled the 
assignment worth 500 Crore or more, the level of agreement is at 45%. 

TABLE - 6.17 
Sufficient data is available, elucidating the impact of Fair Value in US GAAP and IFRS. 

Table 6.17.1 
Frequency Distribution - Based on Membership Status 

 
 In Practice In Industry Total 

Strongly Disagree 28 11 39 
Disagree 38 57 95 

Cannot Comment 71 50 121 
Agree 46 79 125 

Strongly Agree 10 10 20 
Total 193 207 400 

Table 6.17.2: 
Frequency Distribution - Based on Turnover of the Assignments handled 

(INR Crore) 
 

 < 100 Crore 
100 Crore to 500 

Crore > 500 Crore Total 
Strongly Disagree 1 27 11 39 

Disagree 32 22 41 95 
Cannot Comment 49 33 39 121 

Agree 29 39 57 125 
Strongly Agree 6 5 9 20 

Total 117 126 157 400 



 

Fair Value Measurement - Challenges and Perceptions 

76 

Pearson Chi-
Square 

Value df P value 
 42.16922 8 1.25873E-06 

From the above information it is observed that: 

1) Of the Total respondents, only 36% agree with the statement and majority gives a negative response, 
since cannot comment is almost equivalent to disagree. 

2) In Membership status, only 56 i.e. (29%) of those in Practice agree with the statement, whereas 89 i.e. is 
(43%) of those in Industry agree with it. 

3) A minority of 30% of those who handled the assignment less than 100 Crore agree with the statement 
and 35% of those who handled assignments in the range of 100 to 500 Crore agree with it. In case of 
those who handled the assignment worth 500 Crore or more, the level of agreement is at 42%. Thus, 
majority of the respondent are clearly rejecting this statement. 

TABLE - 6.18 
Large number of Corporate Finance Executives, who have undertaken First Time Adoption of Ind AS 
has been duly exposed to international application of the Fair Value. 

Table 6.18.1 
Frequency Distribution - Based on Membership Status 

 
 In Practice In Industry Total 

Strongly Disagree 27 11 38 
Disagree 37 49 86 

Cannot Comment 25 60 85 
Agree 95 76 171 

Strongly Agree 9 11 20 
Total 193 207 400 

Table 6.18.2 
Frequency Distribution - Based on Turnover of the Assignments handled 

(INR Crore) 
     
 < 100 Crore 100 Crore to 500 Crore > 500 Crore Total 

Strongly Disagree 27 1 10 38 
Disagree 23 22 41 86 

Cannot Comment 22 24 39 85 
Agree 41 72 58 171 

Strongly Agree 4 7 9 20 
Total 117 126 157 400 

Pearson Chi-
Square 

Value df P value 
 48.44223 8 8.13096E-08 

From the above information it is observed that: 

1) Of the Total respondents, 48% agree with the statement and majority gives a negative response, since 
cannot comment is almost equivalent to disagree. 

2) In Membership status, 104 i.e. (54%) of those in Practice agree with the statement, whereas 87 i.e. is 
(42%) of those in Industry agree with it. 
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3) A minority of 38% of those who handled the assignment less that 100 Crore agree with the statement 
and overwhelming 63% of those who handled assignments in the range of 100 to 500 Crore agree with 
it. In case of those who handled the assignment worth 500 Crore or more, the level of agreement is at 
43%. Thus, there is considerable annuity as to acceptance of this statement. 

Objective 1.4.4: To analyse the likely risks in implementing Fair Value Concept. 
A lot has been said and researched about how Fair Value is implemented. However, in Indian context, there 
is little effort in analyzing the likely risks in this paradigm. In this segment, the researcher will identified the 
vulnerable areas in applicability and tried to ascertain whether the CA community believes that the Indian 
Corporate is ready to deal with these risks. 

Table - 6.19: To analyse the likely risks in implementing Fair Value Concept. 
PARTICULARS  SD D CC A SA TOTAL 

Necessary Inputs is available for 
recognition of PPE under Revaluation 
Model. 

F 15 120 87 164 14 400 

 % 3.75 30.00 21.75 41.00 3.50 100% 
Sufficient information is available to 
estimate residual value at the end of every 
financial year in case of PPE. 

F 19 133 108 125 15 400 

 % 4.75 33.25 27.00 31.25 3.75 100% 
It is possible to restate all assets (tangible 
and intangible) at fair values, ensuring 
transparency in acquisition. 

F 28 113 114 129 16 400 

 % 7.00 28.25 28.50 32.25 4.00 100% 
Reliable Market data is available while 
ascertaining the Fair Value of the Financial 
Instruments 

F 22 109 119 125 25 400 

 % 5.50 27.25 29.75 31.25 6.25 100% 
External Valuation acquired by the Indian 
Corporate is free of Management 
Manipulation. 

F 28 118 109 106 39 400 

 % 7.00 29.50 27.25 26.50 9.75 100% 
Indian Corporate has necessary internal 
mechanisms to ascertain the valuations of 
various financial elements. 

F 14 108 86 165 27 400 

 % 3.50 27.00 21.50 41.25 6.75 100% 
The subjectivity in valuation is not 
becoming tool of Earnings Management in 
the Corporate. 

F 12 70 112 181 25 400 

 % 3.00 17.50 28.00 45.25 6.25 100% 

It can be clearly seen from the table above that in most of the cases, respondents have not shown more than 
50% inclination towards agreeing with the statements. This does not mean that the respondents disagree with 
it. It is evident that substantial number of respondents does not want to comment about it. However, going by 
the nature of the objective and the statements, researcher is of the opinion that the response of ‘Cannot 
Comment’ should be taken as negative. This means that the respondents do not believe that the Indian 
Corporate has tried to understand international perspective on Fair Value Measurement. 

Let us now look at the descriptive statistics… 
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Table - 6.20: Descriptive Statistics 

PARTICULARS MEAN MODE MEDIAN STD 
DEVIATION 

Necessary Inputs is available for recognition 
of PPE under Revaluation Model. 3.105 4 3 0.9957 

Sufficient information is available to estimate 
residual value at the end of every financial 
year in case of PPE. 

2.96 2 3 0.9929 

It is possible to restate all assets (tangible and 
intangible) at fair values, ensuring 
transparency in acquisition. 

2.98 4 3 1.0233 

Reliable Market data is available while 
ascertaining the Fair Value of the Financial 
Instruments 

3.055 4 3 1.0269 

External Valuation acquired by the Indian 
Corporate is free of Management 
Manipulation. 

3.025 2 3 1.1102 

Indian Corporate has necessary internal 
mechanisms to ascertain the valuations of 
various financial elements. 

3.2075 4 3 1.0257 

The subjectivity in valuation is not becoming 
tool of Earnings Management in the 
Corporate. 

3.3425 4 4 0.9394 

1) Mean value of “Necessary Inputs is available for recognition of PPE under Revaluation Model.” is 
3.105 which is close to 3 with standard deviation 0.9957, indicates that respondents DO NOT agree with 
the fact. Its corresponding modal value and median values, which are 4 &3 respectively clearly indicate 
lack of confidence about the statement. Thus, the respondents seem to perceive that the necessary inputs 
may not become available for valuation of PPE. 

2) Mean value In case of “Sufficient information is available to estimate residual value at the end of every 
financial year in case of PPE” is 2.96 which is close to 3 with low standard deviation 0.9929, indicates 
that respondents DO NOT agree. Its corresponding modal value and median value, which are 2 &3 
respectively clearly are sure negative about the statement. 

3) Mean value of “It is possible to restate all assets (tangible and intangible) at fair values, ensuring 
transparency in acquisition.” 2.98 Which is close to 3 with standard deviation 1.0233, indicates that 
respondents DO NOT agree. Its corresponding modal value and median value, which are 4 & 3 
respectively, indicate lack of confidence about the statement. 

4) Mean value In case of “Reliable Market data is available while ascertaining the Fair Value of the 
Financial Instruments”  is 3.055 which is close to 3 with standard deviation 1.027, indicates that 
respondents DO NOT agree. Its corresponding modal value and median value, at 4 and 3 respectively 
also indicate the lack of confidence. 

5) Mean value of “External Valuation acquired by the Indian Corporate is free of Management 
Manipulation.” is 3.025 which is slightly above 3 with standard deviation 1.11, indicates that 
respondents agreed with the statement. Its corresponding modal value and median value, at 2 and 3 
respectively also indicate the lack of confidence. 

6) Mean value of the “Indian Corporate have necessary internal mechanisms to ascertain the valuations of 
various financial elements” is 3.21 which is close to 4 with low standard deviation 1.026, indicates that 
respondents agreed. 

7) Mean value of “The subjectivity in valuation is not becoming tool of Earnings Management in the 
Corporate.” is 3.34 which is slightly above 3 with standard deviation 0.94, indicates that respondents 
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agreed with the statement. . Its corresponding modal value and median value, at 4 and 4 respectively 
also indicate the support to the statement. 

Now let us see the frequency distribution of each statement affiliated to this hypothesis. Here the researcher 
will classify the responses on the basis of two distinct criterions… whether the respondent is in practice or 
industry and Category of Assignment Level handled. Thus, the responses are thoroughly analysed against 
profile characteristics of the respondents for better idea. 

TABLE - 6.21 
Necessary Inputs is available for recognition of PPE under Revaluation Model. 

Table 6.21.1 
Frequency Distribution - Based on Membership Status 

 
 In Practice In Industry Total 

Strongly Disagree 6 9 15 
Disagree 49 71 120 

Cannot Comment 37 50 87 
Agree 94 70 164 

Strongly Agree 7 7 14 
Total 193 207 400 

Table 6.21.2 
Frequency Distribution - Based on Turnover of the Assignments handled 

(INR Crore) 
 

 < 100 Crore 100 Crore to 500 
Crore > 500 Crore Total 

Strongly Disagree 1 6 8 15 
Disagree 42 31 47 120 

Cannot Comment 29 19 39 87 
Agree 39 66 59 164 

Strongly Agree 6 4 4 14 
Total 117 126 157 400 

Pearson Chi-
Square 

Value df P value 
 17.49756 8 0.0253255 

From the above information it is observed that: 

1) Of the Total respondents, only 45% agree with the statement and majority gives a negative response, 
since cannot comment is almost equivalent to disagree. 

2) In Membership status, majority 101 i.e. (52%) of those in Practice agree with the statement, whereas 77 
i.e. is (37%) of those in Industry agree with it. 

3) A minority of 45% of those who handled the assignment less than 100 Crore agree with the statement 
and 56% of those who handled assignments in the range of 100 to 500 Crore agree with it. In case of 
those who handled the assignment worth 500 Crore or more, the level of agreement is at 40%. Thus, 
majority of the respondent are clearly rejecting this statement. 
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TABLE - 6.22 
Sufficient information is available to estimate residual value at the end of every financial year in case 
of PPE. 

Table 6.22.1 
Frequency Distribution - Based on Membership Status 

 
 In Practice In Industry Total 

Strongly Disagree 9 10 19 
Disagree 53 80 133 

Cannot Comment 50 58 108 
Agree 71 54 125 

Strongly Agree 10 5 15 
Total 193 207 400 

Table 6.22.2 
Frequency Distribution - Based on Turnover of the Assignments handled (INR Crore) 

 
 < 100 Crore 100 Crore to 500 Crore > 500 Crore Total 

Strongly Disagree 7 2 10 19 
Disagree 39 38 56 133 

Cannot Comment 42 22 44 108 
Agree 24 59 42 125 

Strongly Agree 5 5 5 15 
Total 117 126 157 400 

Pearson Chi-Square Value df P value  27.62135 8 0.00055187 

From the above information it is observed that: 

1) Of the Total respondents, only 35% agree with the statement and majority gives a negative response, 
since cannot comment is almost equivalent to disagree. 

2) In Membership status, only 81 i.e. (42%) of those in Practice agree with the statement, whereas 59 i.e. is 
(29%) of those in Industry agree with it. 

3) A minority of 25% of those who handled the assignment less than 100 Crore agree with the statement and 
51% of those who handled assignments in the range of 100 to 500 Crore agree with it. In case of those 
who handled the assignment worth 500 Crore or more, the level of agreement is at 30%. Thus, majority of 
the respondent are clearly rejecting this statement. 

TABLE - 6.23 
It is possible to restate all assets (tangible and intangible) at fair values, ensuring transparency in 
acquisition. 

Table 6.23.1 
Frequency Distribution - Based on Membership Status 

 
 In Practice In Industry Total 

Strongly Disagree 4 24 28 
Disagree 52 61 113 

Cannot Comment 67 47 114 
Agree 61 68 129 

Strongly Agree 9 7 16 
Total 193 207 400 



 

Fair Value Measurement - Challenges and Perceptions 

81 

Table 6.23.2 
Frequency Distribution - Based on Turnover of the Assignments handled 

(INR Crore) 
 

 < 100 Crore 100 Crore to 500 Crore > 500 Crore Total 
Strongly Disagree 6 5 17 28 

Disagree 33 25 55 113 
Cannot Comment 30 44 40 114 

Agree 39 50 40 129 
Strongly Agree 9 2 5 16 

Total 117 126 157 400 

Pearson Chi-Square Value df P value 
 24.41371 8 0.00195278 

From the above information it is observed that 

1) Of the Total respondents, only 36% agree with the statement and majority gives a negative response, 
since cannot comment is almost equivalent to disagree. 

2) In Membership status, only 70 i.e. (36%) of those in Practice agree with the statement, whereas 75 i.e. is 
(36%) of those in Industry agree with it. 

3) A minority of 41% of those who handled the assignment less than 100 Crore agree with the statement and 
41% of those who handled assignments in the range of 100 to 500 Crore agree with it. In case of those 
who handled the assignment worth 500 Crore or more, the level of agreement is at 29%. Thus, majority of 
the respondent are clearly rejecting this statement. 

TABLE - 6.24 
Reliable Market data is available while ascertaining the Fair Value of the Financial Instruments. 

Table 6.24.1 
Frequency Distribution - Based on Membership Status 

 
 In Practice In Industry Total 

Strongly Disagree 9 13 22 
Disagree 55 54 109 

Cannot Comment 70 49 119 
Agree 44 81 125 

Strongly Agree 15 10 25 
Total 193 207 400 

Table 6.24.2 
Frequency Distribution - Based on Turnover of the Assignments handled 

(INR Crore) 
 

 < 100 Crore 100 Crore to 500 Crore > 500 Crore Total 
Strongly Disagree 3 4 15 22 

Disagree 44 31 34 109 
Cannot Comment 32 47 40 119 

Agree 27 40 58 125 
Strongly Agree 11 4 10 25 
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Total 117 126 157 400 
Pearson Chi-

Square 
Value df P value 

 26.01019 8 0.00104609 

From the above information it is observed that: 

1) Of the Total respondents, only 37% agree with the statement and majority gives a negative response, 
since cannot comment is almost equivalent to disagree. 

2) In Membership status, only 59 i.e. (31%) of those in Practice agree with the statement, whereas 91 i.e. is 
(44%) of those in Industry agree with it. 

3) A minority of 32% of those who handled the assignment less than 100 Crore agree with the statement and 
35% of those who handled assignments in the range of 100 to 500 Croreagree with it. In case of those 
who handled the assignment worth 500 Crore or more, the level of agreement is at 43%. Thus, majority of 
the respondent are clearly rejecting this statement. 

 

TABLE - 6.25 
External Valuation acquired by the Indian Corporate is free of Management Manipulation. 

Table 6.25.1 
Frequency Distribution - Based on Membership Status 

 
 In Practice In Industry Total 

Strongly Disagree 10 18 28 
Disagree 59 59 118 

Cannot Comment 44 65 109 
Agree 51 55 106 

Strongly Agree 29 10 39 
Total 193 207 400 

Table 6.25.2 
Frequency Distribution - Based on Turnover of the Assignments handled 

(INR Crore) 
 

 < 100 Crore 100 Crore to 500 
Crore > 500 Crore Total 

Strongly Disagree 5 10 13 28 
Disagree 46 25 47 118 

Cannot Comment 21 32 56 109 
Agree 14 56 36 106 

Strongly Agree 31 3 5 39 
Total 117 126 157 400 

Pearson Chi-
Square 

Value df P value 
 90.54187 8 3.60971E-16 

From the above information it is observed that: 

1) Of the Total respondents, only 37% agree with the statement and majority gives a negative response, 
since cannot comment is almost equivalent to disagree. 

2) In Membership status, only 80 i.e. (41%) of those in Practice agree with the statement, whereas 65 i.e. is 
(31%) of those in Industry agree with it. 

3) A minority of 38% of those who handled the assignment less than 100 Crore agree with the statement and 
47% of those who handled assignments in the range of 100 to 500 Crore agree with it. In case of those 
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who handled the assignment worth 500 Crore or more, the level of agreement is at 26%. Thus, majority of 
the respondent are clearly rejecting this statement. 

TABLE - 6.26 
Indian Corporate have necessary internal mechanisms to ascertain the valuations of various financial 
elements. 

Table 6.26.1 
Frequency Distribution - Based on Membership Status 

 In Practice In Industry Total 
Strongly Disagree 7 7 14 

Disagree 44 64 108 
Cannot Comment 37 49 86 

Agree 95 70 165 
Strongly Agree 10 17 27 

Total 193 207 400 
Table 6.26.2 

Frequency Distribution - Based on Turnover of the Assignments handled 
(INR Crore) 

 

 
< 100 
Crore 

100 Crore to 500 
Crore > 500 Crore Total 

Strongly Disagree 4 2 8 14 
Disagree 36 28 44 108 

Cannot Comment 26 22 38 86 
Agree 47 59 59 165 

Strongly Agree 4 15 8 27 
Total 117 126 157 400 

Pearson Chi-Square Value df P value 
 14.73726 8 0.06446008 

From the above information it is observed that: 

1) Of the Total respondents, nearly majority of 48% agree with the statement. 

2) In Membership status, 105 i.e. (54%) of those in Practice agree with the statement, whereas 87 i.e. is 
(42%) of those in Industry agree with it. 

3) A minority of 44% of those who handled the assignment less than 100 Crore agree with the statement and 
59% of those who handled assignments in the range of 100 to 500 Crore agree with it. In case of those 
who handled the assignment worth 500 Crore or more, the level of agreement is at 43%. Thus, majority of 
the respondent are clearly rejecting this statement. 

TABLE - 6.27 
The subjectivity in valuation is not becoming tool of Earnings Management in the Corporate. 

Table 6.27.1 
Frequency Distribution - Based on Membership Status 

 

 In Practice In Industry Total 
Strongly Disagree 5 7 12 

Disagree 27 43 70 
Cannot Comment 48 64 112 

Agree 101 80 181 
Strongly Agree 12 13 25 

Total 193 207 400 
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Table 6.27.2 
Frequency Distribution - Based on Turnover of the Assignments handled 

(INR Crore) 
 

 < 100 Crore 100 Crore to 500 
Crore > 500 Crore Total 

Strongly Disagree 6 6 0 12 
Disagree 19 11 40 70 

Cannot Comment 39 33 40 112 
Agree 50 65 66 181 

Strongly Agree 3 11 11 25 
Total 117 126 157 400 

Pearson Chi-
Square 

Value df P value 
 26.39322 8 0.000899297 

From the above information it is observed that 

1) Of the Total respondents, majority of 51% agree with the statement. 

2) In Membership status, 113 i.e. (59%) of those in Practice agree with the statement, whereas 87 i.e. is 
(42%) of those in Industry agree with it. 

3) A minority of 45% of those who handled the assignment less than 100 Crore agree with the statement, 
but 60% of those who handled assignments in the range of 100 to 500 Crore agree with it. In case of 
those who handled the assignment worth 500 Crore or more, the level of agreement is at 49%. Thus, 
majority of the respondent are accepting this statement. 

Objective 1.4.7: To establish whether the adoption of IFRS would make Indian Financial reporting 
comparable to those in Developed economies. 
One of the most important reasons for the adoption of IFRS converge Ind AS, which brought Fair Value 
concept extensively was the aim to dovetail in to global flow of finance. Post 2000, as more and more Indian 
companies sought expansion abroad, while FDI continued flowing in, it became important for the reporting 
community to present the statements in the framework acceptable to the world. On this background, it is 
important to understand how far have succeeded in achieving this. Carve outs from the INFRS and inherent 
subjectivity are factors to be overcome in this regard. 

Here is the frequency distribution of the statement associated with this objective. 

TABLE - 6.28 

To establish whether the adoption of IFRS would make Indian Financial reporting comparable to 
those in Developed economies. 

PARTICULAR  SD D CC A SA TOTAL 
The impact of Carve Outs on the 
comparability of financial reports with 
the global ones would be insignificant. 

F 10 68 118 174 30 400 

 % 2.50 17.00 29.50 43.50 7.50 100% 
Indian Corporate would make the 
choices of Fair Value, wherever 
possible. 

F 18 113 47 193 29 400 

 % 4.50 28.25 11.75 48.25 7.25 100% 
Adoption of Fair Value would make the 
Indian Financial Reports comparable to 
the global ones. 

F 9 68 98 170 55 400 

 % 2.25 17.00 24.50 42.50 13.75 100% 
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It would be easier to raise the finance 
globally after the adoption of Ind AS. F 6 50 79 146 119 400 

 % 1.50 12.50 19.75 36.50 29.75 100% 
FDI Inflow shall be attracted 
significantly higher due to the adoption 
of Ind AS. 

F 13 35 78 202 72 400 

 % 3.25 8.75 19.50 50.50 18.00 100% 
The subjectivity in the adoption of Fair 
Value shall not hinder its comparability. F 7 48 93 186 66 400 

 % 1.75 12.00 23.25 46.50 16.50 100% 

It is evident from the aforesaid table that the respondents have overwhelmingly agreed with the statements, 
giving more than 50% responses in Agree and Strongly Agree category. This clearly indicates that the CAs 
believe that adoption of Ind AS and Fair Value concepts have put us the Indian corporate on better footing 
with the global financial markets.Let us now look at the descriptive statistics… 

Table - 6.29: Descriptive Statistics 

PARTICULAR MEAN MODE MEDIAN STD 
DEVIATION 

The impact of Carve Outs on the comparability 
of financial reports with the global ones would 
be insignificant. 

3.365 4 4 0.9349 

Indian Corporate would make the choices of 
Fair Value, wherever possible. 3.255 4 4 1.0830 

Adoption of Fair Value would make the Indian 
Financial Reports comparable to the global 
ones. 

3.485 4 4 1.0011 

It would be easier to raise the finance globally 
after the adoption of Ind AS. 3.805 4 4 1.0463 

FDI Inflow shall be attracted significantly 
higher due to the adoption of Ind AS. 3.7125 4 4 0.9681 

The subjectivity in the adoption of Fair Value 
shall not hinder its comparability. 3.64 4 4 0.9527 

1) Mean value of “The impact of Carve Outs on the comparability of financial reports with the global ones 
would be insignificant” is 3.365 which is close to 4 with standard deviation 0.9348, indicates that 
respondents agreed with the fact. Its corresponding modal value and median value which is also 4 
clearly support the same. 

2) Mean value of “Indian Corporate would make the choices of Fair Value, wherever possible” is 3.255 
which is close to 4 with standard deviation 1.083, indicates that respondents agreed with the fact. Its 
corresponding modal value and median value which is also 4 clearly support the same. 

3) Mean value of “Adoption of Fair Value would make the Indian Financial Reports comparable to the 
global ones” is which is 3.485 close to 4 with standard deviation 1.001, indicates that respondents 
agreed with the fact. Its corresponding modal value and median value which is also 4 clearly support the 
same. 
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4) Mean value of “It would be easier to raise the finance globally after the adoption of Ind AS” is 3.805 
which is close to 4 with standard deviation 1.046, indicates that respondents agreed with the fact. Its 
corresponding modal value and median value which is also 4 clearly support the same. 

5) Mean value of “FDI Inflow shall be attracted significantly higher due to the adoption of Ind AS” is 
3.7125 which is close to 4 with standard deviation 0.968, indicates that respondents agreed with the fact. 
Its corresponding modal value and median value which is also 4 clearly support the same. Hence we 
may infer that FDI Inflow shall be attracted significantly higher due to the adoption of Ind AS. 

6) Mean value of “the subjectivity in the adoption of Fair Value shall not hinder its comparability” is 3.64 
which is close to 4 with low standard deviation 0.952, indicates that respondents agreed with the fact. Its 
corresponding modal value and median value which is also 4 clearly support the same. 

Now let us see the frequency distribution of each statement affiliated to this hypothesis. Here the researcher 
will classify the responses on the basis of two distinct criterions… whether the respondent is in practice or 
industry and Category of Assignment Level handled. Thus, the responses are thoroughly analysed against 
profile characteristics of the respondents for better idea. 

TABLE - 6.30 
The impact of Carve Outs on the comparability of financial reports with the global ones would be 
insignificant. 

Table 6.30.1 
Frequency Distribution - Based on Membership Status 

 
 In Practice In Industry Total 

Strongly Disagree 4 6 10 
Disagree 22 46 68 

Cannot Comment 57 61 118 
Agree 99 75 174 

Strongly Agree 11 19 30 
Total 193 207 400 

Table 6.30.2 
Frequency Distribution - Based on Turnover of the Assignments handled 

(INR Crore) 
 

 < 100 Crore 100 Crore to 500 
Crore > 500 Crore Total 

Strongly Disagree 2 2 6 10 
Disagree 16 20 32 68 

Cannot Comment 34 35 49 118 
Agree 59 54 61 174 

Strongly Agree 6 15 9 30 
Total 117 126 157 400 

Pearson Chi-Square Value df P value 
 10.8837 8 0.2083766 

From the above information it is observed that: 

1) Of the Total respondents, majority of 52% agree with the statement. 

2) In Membership status, 110 i.e. (57%) of those in Practice agree with the statement, whereas 94 i.e. is 
(45%) of those in Industry agree with it. 

3) A majority 56% of those who handled the assignment less that 100 Crore agree with the statement, but 
55% of those who handled assignments in the range of 100 to 500 Crore agree with it. In case of those 
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who handled the assignment worth 500 Crore or more, the level of agreement is at 45%. Thus, majority of 
the respondent are accepting this statement. 

TABLE - 6.31 
Indian Corporate would make the choices of Fair Value, wherever possible. 

Table 6.31.1 
Frequency Distribution - Based on Membership Status 

 
 In Practice In Industry Total 

Strongly Disagree 6 12 18 
Disagree 63 50 113 

Cannot Comment 18 29 47 
Agree 89 104 193 

Strongly Agree 17 12 29 
Total 193 207 400 

 

Table 6.31.2: 
Frequency Distribution - Based on Turnover of the Assignments handled 

(INR Crore) 
 

 < 100 Crore 100 Crore to 500 Crore > 500 Crore Total 
Strongly Disagree 0 9 9 18 

Disagree 53 22 38 113 
Cannot Comment 7 19 21 47 

Agree 43 64 86 193 
Strongly Agree 14 12 3 29 

Total 117 126 157 400 
Pearson Chi-

Square 
Value df P value 

 46.16661 8 2.20977E-07 

From the above information it is observed that 

1) Of the Total respondents, majority of 55% agree with the statement. 

2) In Membership status, 106 i.e. (55%) of those in Practice agree with the statement, whereas 116 i.e. is 
(56%) of those in Industry agree with it. 

3) A near majority 49% of those who handled the assignment less than 100 Crore agree with the statement, 
but 60% of those who handled assignments in the range of 100 to 500 Crore agree with it. In case of those 
who handled the assignment worth 500 Crore or more, the level of agreement is at 57%. Thus, majority of 
the respondent are accepting this statement. 

TABLE - 6.32 
Adoption of Fair Value would make the Indian Financial Reports comparable to the global ones. 

Table 6.32.1 
Frequency Distribution - Based on Membership Status 

 In Practice In Industry Total 
Strongly Disagree 3 6 9 

Disagree 34 34 68 
Cannot Comment 62 36 98 

Agree 75 95 170 
Strongly Agree 19 36 55 

Total 193 207 400 
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Table 6.32.2 
Frequency Distribution - Based on Turnover of the Assignments handled 

(INR Crore) 
 

 < 100 Crore 100 Crore to 500 
Crore > 500 Crore Total 

Strongly Disagree 4 2 3 9 
Disagree 31 15 22 68 

Cannot Comment 25 43 30 98 
Agree 47 45 78 170 

Strongly Agree 10 21 24 55 
Total 117 126 157 400 

Pearson Chi-
Square 

Value df P value     
From the above information it is observed that 

1) Of the Total respondents, majority of 57% agree with the statement. 

2) In Membership status, 94 i.e. (59%) of those in Practice agree with the statement, whereas 131 i.e. is 
(63%) of those in Industry agree with it. 

3) A near majority 49% of those who handled the assignment less than 100 Crore agree with the statement, 
but 52% of those who handled assignments in the range of 100 to 500 Crore agree with it. In case of those 
who handled the assignment worth 500 Crore or more, the level of agreement is at 65%. Thus, majority of 
the respondent are accepting this statement. 

TABLE - 6.33 
It would be easier to raise the finance globally after the adoption of Ind AS. 

Table 6.33.1 
Frequency Distribution - Based on Membership Status 

 
 In Practice In Industry Total 

Strongly Disagree 1 5 6 
Disagree 18 32 50 

Cannot Comment 44 35 79 
Agree 68 78 146 

Strongly Agree 62 57 119 
Total 193 207 400 

Table 6.33.2 
Frequency Distribution - Based on Turnover of the Assignments handled 

(INR Crore) 
 

 < 100 Crore 100 Crore to 500 
Crore > 500 Crore Total 

Strongly Disagree 1 0 5 6 
Disagree 15 10 25 50 

Cannot Comment 12 40 27 79 
Agree 36 39 71 146 
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Strongly Agree 53 37 29 119 
Total 117 126 157 400 

Pearson Chi-Square 
Value df P value 

 45.42039 8 3.06279E-07 

From the above information it is observed that: 

1) Of the Total respondents, majority of 67% agree with the statement. 

2) In Membership status, 130 i.e. (67%) of those in Practice agree with the statement, whereas 135 i.e. is 
(65%) of those in Industry agree with it. 

3) A majority 76% of those who handled the assignment less than 100 Crore agree with the statement, but 
60% of those who handled assignments in the range of 100 to 500 Croreagree with it. In case of those 
who handled the assignment worth 500 Crore or more, the level of agreement is at 64%. Thus, majority of 
the respondent are accepting this statement. 

TABLE - 6.34 
FDI Inflow shall be attracted significantly higher due to the adoption of Ind AS. 

Table 6.34.1 
Frequency Distribution - Based on Membership Status 

 
 In Practice In Industry Total 

Strongly Disagree 6 7 13 
Disagree 10 25 35 

Cannot Comment 31 47 78 
Agree 120 82 202 

Strongly Agree 26 46 72 
Total 193 207 400 

Table 6.34.2 
Frequency Distribution - Based on Turnover of the Assignments handled (INR 

Crore) 
 

 < 100 Crore 100 Crore to 500 Crore > 500 Crore Total 
Strongly 
Disagree 5 1 7 13 

Disagree 7 5 23 35 
Cannot 

Comment 12 26 40 78 

Agree 74 70 58 202 
Strongly Agree 19 24 29 72 

Total 117 126 157 400 
Pearson Chi-

Square 
Value df P value 

 32.48507 8 7.62319E-05 

From the above information it is observed that: 

1) Of the Total respondents, majority of 69% agree with the statement. 

2) In Membership status, 146 i.e. (76%) of those in Practice agree with the statement, whereas 128 i.e. is 
(62%) of those in Industry agree with it. 

3) A majority79% of those who handled the assignment less that 100 Crore agree with the statement, but 
75% of those who handled assignments in the range of 100 to 500 Croreagree with it. In case of those 
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who handled the assignment worth 500 Crore or more, the level of agreement is at 55%. Thus, majority of 
the respondent are accepting this statement. 

TABLE - 6.35 
The subjectivity in the adoption of Fair Value shall not hinder its comparability. 

Table 6.35.1 
Frequency Distribution - Based on Membership Status 

 
 In Practice In Industry Total 

Strongly Disagree 0 7 7 
Disagree 21 27 48 

Cannot Comment 62 31 93 
Agree 93 93 186 

Strongly Agree 17 49 66 
Total 193 207 400 

 

Table 6.35.2 
Frequency Distribution - Based on Turnover of the Assignments handled (INR 

Crore) 
 

 
< 100 
Crore 

100 Crore to 500 
Crore > 500 Crore Total 

Strongly Disagree 1 2 4 7 
Disagree 16 8 24 48 

Cannot Comment 22 43 28 93 
Agree 66 52 68 186 

Strongly Agree 12 21 33 66 
Total 117 126 157 400 

Pearson Chi-Square Value df P value 
 23.81771 8 0.002458715 

From the above information it is observed that: 

1) Of the Total respondents, majority of 64% agree with the statement. 

2) In Membership status, 110 i.e. (57%) of those in Practice agree with the statement, whereas 142 i.e. is 
(69%) of those in Industry agree with it. 

3) A majority 67% of those who handled the assignment less than 100 Crore agree with the statement, but 
58% of those who handled assignments in the range of 100 to 500 Crore agree with it. In case of those 
who handled the assignment worth 500 Crore or more, the level of agreement is at 64%. Thus, majority of 
the respondent are accepting this statement. 

Objective 1.4.8: To identify the issues that this concept would create for Corporate Governance and its 
components to deal with 
Subjectivity, Management Discretion, cost and dependence on the third party valuation experts and such 
other are the issues that the implementation of Fair Value accounting is facing. Suitable corporate 
governance structures, better understanding of key stakeholders, clear identification of responsibilities, are 
some of the needs to meet these challenges. This segment endeavours to assess the perception of CA 
community regarding the level of preparedness for these issues. Here is the frequency distribution table of 
the statements linked to this objective… 



 

Fair Value Measurement - Challenges and Perceptions 

91 

Table - 6.36: To identify the issues that this concept would create for Corporate Governance and its 
components to deal with 

PARTICULARS  SD D CC A SA TOTAL 
Indian Corporates have developed the 
suitable structures of Corporate 
Governance to ensure the most 
transparent and efficient applicability 
of Fair Value Accounting. 

F 16 84 84 144 72 400 

 % 4.00 21.00 21.00 36.00 18.00 100% 
It would be easier to identify the 
responsibility of a particular person 
while justifying the Fair Valuation. 

F 15 68 169 129 19 400 

 % 3.75 17.00 42.25 32.25 4.75 100% 
Audit Committee shall be able to 
ensure better internal controls after the 
adoption of Fair Value Accounting. 

F 7 99 64 188 42 400 

 % 1.75 24.75 16.00 47.00 10.50 100% 
Auditors shall be able to synchronise 
effectively with the Corporate Finance 
departments of the companies to agree 
upon the adopted Fair Values. 

F 7 75 87 194 37 400 

 % 1.75 18.75 21.75 48.50 9.25 100% 
Independent Directors shall be able to 
comprehend the assumptions and 
computations adopted to arrive at the 
Fair Valuation. 

F 17 83 115 150 35 400 

 % 4.25 20.75 28.75 37.50 8.75 100% 
Necessary communication systems are 
in place in the companies, which will 
generate reliable and regular MIS. 

F 31 65 112 157 35 400 

 % 7.75 16.25 28.00 39.25 8.75 100% 
Over all Corporate Governance shall 
succeed in improving the Quality of 
Earnings due to Fair Value Adoption. 

 30 50 106 169 45 400 

 % 7.50 12.50 26.50 42.25 11.25 100% 

The respondents have created a mixed bag of results under this segment. Though the totals of Agree and 
Strongly Agree by far exceed those of Disagree and Strongly Disagree, former is not above 50% in all the 
situations. In fact, the level of agreement regarding identification of responsibility within entity is as low as 
37% with the inability to comment being as high as 42%. However, overall, the responses are positive and as 
such, it can be asserted that the CAs believe that Indian corporate shall deal with the issues of Fair value 
successfully. 

Here is the descriptive statistic of this objective… 
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Table - 6.37: Descriptive Statistics 

PARTICULARS MEAN MODE MEDIAN STD 
DEVIATION 

Indian Corporate have developed the suitable 
structures of Corporate Governance to ensure the 
most transparent and efficient applicability of 
Fair Value Accounting. 

3.43 4 4 1.1262 

It would be easier to identify the responsibility of 
a particular person while justifying the Fair 
Valuation. 

3.1725 3 3 0.8971 

Audit Committee shall be able to ensure better 
internal controls after the adoption of Fair Value 
Accounting. 

3.3975 4 4 1.0257 

Auditors shall be able to synchronise effectively 
with the Corporate Finance departments of the 
companies to agree upon the adopted Fair 
Values. 

3.4475 4 4 0.9563 

Independent Directors shall be able to 
comprehend the assumptions and computations 
adopted to arrive at the Fair Valuation. 

3.2575 4 3 1.0192 

Necessary communication systems are in place 
in the companies, which will generate reliable 
and regular MIS. 

3.25 4 3 1.0749 

Over all Corporate Governance shall succeed in 
improving the Quality of Earnings due to Fair 
Value Adoption. 

3.3725 4 4 1.0778 

Various components of Corporate Governance 
shall ensure that the subjectivity of the Fair 
Value shall not become a tool for manipulating 
the earnings, by the management. 

3.42 4 4 0.9412 

Interpretation 
From the above table it is observed that: 

1) Mean value of “Indian Corporate have developed the suitable structures of Corporate Governance to 
ensure the most transparent and efficient applicability of Fair Value Accounting” is 3.43 which is close to 
4 with standard deviation 1.1261, indicates that respondents agreed with the fact. Its corresponding modal 
value and median value which is also 4 clearly support the same. 

2) Mean value of “It would be easier to identify the responsibility of a particular person while justifying the 
Fair Valuation” is 3.1725 which is close to 3 with low standard deviation 0.897, indicates that 
respondents agreed with the fact. Its corresponding modal value and median value which is also 3 clearly 
support the same. 

3) Mean value of “Audit Committee shall be able to ensure better internal controls after the adoption of Fair 
Value Accounting” is 3.3975 which is close to 3 with low standard deviation 1.025, indicates that 
respondents agreed with the fact .Its corresponding modal value and median value which is also 4 clearly 
support the same. 

4) Mean value of “Auditors shall be able to synchronize effectively with the Corporate Finance departments 
of the companies to agree upon the adopted Fair Values” is 3.4475which is close to 3 with low standard 
deviation 0.956, indicates that respondents agreed with the fact. Its corresponding modal value and 
median value which is also 4 clearly support the same. 
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5) Mean value of “Independent Directors shall be able to comprehend the assumptions and a computation 
adopted to arrive at the Fair Valuation” is3.257which is close to 3 with low standard deviation 1.0192, 
indicates that respondents agreed with the fact. Its corresponding modal value and median value which 
are also 4 and 3 respectively clearly support the same. 

6) Mean value of “Necessary communication systems are in place in the companies, which will generate 
reliable and regular MIS” is 3.25 which is close to 3, with low standard deviation 1.074, indicates that 
respondents agreed with the fact. Its corresponding modal value and median value which are also 4 and 3 
respectively clearly support the same. 

7) Mean value of “Overall Corporate Governance shall succeed in improving the Quality of Earnings due to 
Fair Value Adoption” is 3.3725 which is close to 3 with low standard deviation1.077, indicates that 
respondents agreed with the fact. Its corresponding modal value and median value which is also 4, clearly 
support the same. 

8) Mean value of “Various components of Corporate Governance shall ensure that the subjectivity of the 
Fair Value shall not become a tool for manipulating the earnings, by the management” is 3.42 which is 
close to 3 with low standard deviation 0.941, indicates that respondents agreed with the fact. Its 
corresponding modal value and median value which is also 4, clearly support the same. 

Now let us see the frequency distribution of each statement affiliated to this hypothesis. Here the researcher 
will classify the responses on the basis of two distinct criterions… whether the respondent is in practice or 
industry and Category of Assignment Level handled. Thus, the responses are thoroughly analysed against 
profile characteristics of the respondents for better idea. 

TABLE - 6.38 
Indian Corporate have developed the suitable structures of Corporate Governance to ensure the most 
transparent and efficient applicability of Fair Value    Accounting. 

Table 6.38.1 
Frequency Distribution - Based on Membership Status 

 
 In Practice In Industry Total 

Strongly Disagree 7 9 16 
Disagree 32 52 84 

Cannot Comment 37 47 84 
Agree 68 76 144 

Strongly Agree 49 23 72 
Total 193 207 400 

Table 6.38.2 
Frequency Distribution - Based on Turnover of the Assignments handled 

(INR Crore) 
 

 
< 100 
Crore 

100 Crore to 500 
Crore > 500 Crore Total 

Strongly Disagree 4 4 8 16 
Disagree 24 18 42 84 

Cannot Comment 19 29 36 84 
Agree 26 62 56 144 

Strongly Agree 44 13 15 72 
Total 117 126 157 400 

Pearson Chi-Square Value df P value 
 55.38034 8 3.72372E-09 

From the above information it is observed that: 
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1) Of the Total respondents, majority of 54% agree with the statement. 

2) In Membership status, 117 i.e. (61%) of those in Practice agree with the statement, whereas 99 i.e. is 
(48%) of those in Industry agree with it. 

3) A majority 60% of those who handled the assignment less than 100 Crore agree with the statement, but 
60% of those who handled assignments in the range of 100 to 500 Crore agree with it. In case of those 
who handled the assignment worth 500 Crore or more, the level of agreement is at 45%. Thus, majority of 
the respondent are accepting this statement. 

TABLE - 6.39 
It would be easier to identify the responsibility of a particular person while justifying the Fair 
Valuation. 

Table 6.39.1 
Frequency Distribution - Based on Membership Status 

 
 In Practice In Industry Total 

Strongly Disagree 3 12 15 
Disagree 26 42 68 

Cannot Comment 109 60 169 
Agree 49 80 129 

Strongly Agree 6 13 19 
Total 193 207 400 

Table 6.39.2 
Frequency Distribution - Based on Turnover of the Assignments handled 

(INR Crore) 
 

 
< 100 
Crore 

100 Crore to 500 
Crore 

> 500 
Crore Total 

Strongly Disagree 5 3 7 15 
Disagree 19 10 39 68 

Cannot Comment 59 69 41 169 
Agree 31 37 61 129 

Strongly Agree 3 7 9 19 
Total 117 126 157 400 

Pearson Chi-
Square 

Value df P value 
 34.2438 8 3.6695E-05 

From the above information it is observed that: 

1) Of the Total respondents, only 37% agree with the statement. 

2) In Membership status, minority of 55 i.e. (28%) of those in Practice agree with the statement, whereas 93 
i.e. is (45%) of those in Industry agree with it. 

3) A minority of 29% of those who handled the assignment less than 100 Crore agree with the statement and 
35% of those who handled assignments in the range of 100 to 500 Crore agree with it. In case of those 
who handled the assignment worth 500 Crore or more, the level of agreement is at 45%. Thus, majority of 
the respondent are rejecting this statement. 
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TABLE - 6.40 
Audit Committee shall be able to ensure better internal controls after the adoption of Fair Value 
Accounting. 

Table 6.40.1 
Frequency Distribution - Based on Membership Status 

 
 In Practice In Industry Total 

Strongly Disagree 3 4 7 
Disagree 61 38 99 

Cannot Comment 14 50 64 
Agree 99 89 188 

Strongly Agree 16 26 42 
Total 193 207 400 

Table 6.40.2 
Frequency Distribution - Based on Turnover of the Assignments handled (INR Crore) 

 
 < 100 Crore 100 Crore to 500 Crore > 500 Crore Total 

Strongly Disagree 4 0 3 7 
Disagree 50 14 35 99 

Cannot Comment 7 23 34 64 
Agree 43 80 65 188 

Strongly Agree 13 9 20 42 
Total 117 126 157 400 

Pearson Chi-Square Value df P value 
 53.20728 8 9.8329E-09 

From the above information it is observed that 
1) Of the Total respondents, majority of 58% agree with the statement. 

2) In Membership status, 115 i.e. (60%) of those in Practice agree with the statement, whereas 115 i.e. is 
(56%) of those in Industry agree with it. 

3) A near majority 48% of those who handled the assignment less that 100 Crore agree with the statement 
and 71% of those who handled assignments in the range of 100 to 500 Crore agree with it. In case of 
those who handled the assignment worth 500 Crore or more, the level of agreement is at 54%. Thus, 
majority of the respondent are accepting this statement. 

TABLE - 6.41 
Auditors shall be able to synchronise effectively with the Corporate Finance departments of the 
companies to agree upon the adopted Fair Values. 

Table 6.41.1 
Frequency Distribution - Based on Membership Status 

 In Practice In Industry Total 
Strongly Disagree 2 5 7 

Disagree 24 51 75 
Cannot Comment 37 50 87 

Agree 120 74 194 
Strongly Agree 10 27 37 

Total 193 207 400 
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Table 6.41.2 
Frequency Distribution - Based on Turnover of the Assignments handled (INR 

Crore) 
 

 < 100 Crore 
100 Crore to 500 

Crore > 500 Crore Total 
Strongly Disagree 2 2 3 7 

Disagree 17 13 45 75 
Cannot Comment 31 19 37 87 

Agree 58 77 59 194 
Strongly Agree 9 15 13 37 

Total 117 126 157 400 
Pearson Chi-

Square 
Value df P value 

 
27.63446 8 0.000548985 

From the above information it is observed that: 

1) Of the Total respondents, majority of 58% agree with the statement. 

2) In Membership status, 130 i.e. (67%) of those in Practice agree with the statement, whereas 101 i.e. is 
(49%) of those in Industry agree with it. 

3) A majority 57% of those who handled the assignment less than 100 Crore agree with the statement and 
73% of those who handled assignments in the range of 100 to 500 Crore agree with it. In case of those 
who handled the assignment worth 500 Crore or more, the level of agreement is at 46%. Thus, majority 
of the respondent are accepting this statement. 

TABLE - 6.42 
Independent Directors shall be able to comprehend the assumptions and computations adopted to 
arrive at the Fair Valuation. 

Table 6.42.1 
Frequency Distribution - Based on Membership Status 
 In Practice In Industry Total 

Strongly Disagree 6 11 17 
Disagree 43 40 83 

Cannot Comment 45 70 115 
Agree 80 70 150 

Strongly Agree 19 16 35 
Total 193 207 400 

Table 6.42.2 
Frequency Distribution - Based on Turnover of the Assignments handled (INR Crore) 

 
 < 100 Crore 100 Crore to 500 Crore > 500 Crore Total 

Strongly Disagree 4 1 12 17 
Disagree 40 7 36 83 

Cannot Comment 25 37 53 115 
Agree 32 71 47 150 

Strongly Agree 16 10 9 35 
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Total 117 126 157 400 

Pearson Chi-Square 
Value df P value 

 58.67022 8 8.49284E-10 

From the above information it is observed that: 

1) Of the Total respondents, near majority of 47% agree with the statement. 

2) In Membership status, 95 i.e. (51%) of those in Practice agree with the statement, whereas 86 i.e. is (42%) 
of those in Industry agree with it. 

3) 41% of those who handled the assignment less than 100 Crore agree with the statement and 64% of those 
who handled assignments in the range of 100 to 500 Crore agree with it. In case of those who handled the 
assignment worth 500 Crore or more, the level of agreement is at 36%. Thus, though more than 50% of 
the respondents have not agreed to the statement, considering ‘Cannot Comment’, research concludes that 
the respondents are accepting this statement. 

TABLE - 6.43 
Necessary communication systems are in place in the companies, which will generate reliable and 
regular MIS. 

Table 6.43.1 
Frequency Distribution - Based on Membership Status 

 
 In Practice In Industry Total 

Strongly Disagree 26 5 31 
Disagree 27 38 65 

Cannot Comment 57 55 112 
Agree 68 89 157 

Strongly Agree 15 20 35 
Total 193 207 400 

Table 6.43.2 
Frequency Distribution - Based on Turnover of the Assignments handled (INR Crore) 

 

 < 100 Crore 
100 Crore to 500 

Crore > 500 Crore Total 
Strongly Disagree 26 3 2 31 

Disagree 19 13 33 65 
Cannot Comment 20 50 42 112 

Agree 39 49 69 157 
Strongly Agree 13 11 11 35 

Total 117 126 157 400 

Pearson Chi-Square Value df P value 
 64.14984 8 7.10557E-11 

From the above information it is observed that: 

1) Of the Total respondents, majority of 48% agree with the statement. 

2) In Membership status, 83 i.e. (43%) of those in Practice agree with the statement, whereas 109 i.e. is 
(53%) of those in Industry agree with it. 

3) 44% of those who handled the assignment less than 100 Crore agree with the statement and 48% of those 
who handled assignments in the range of 100 to 500 Crore agree with it. In case of those who handled the 
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assignment worth 500 Crore or more, the level of agreement is at 51%. Thus, though more than 50% of 
the respondents have not agreed to the statement, considering ‘Cannot Comment’, research concludes that 
the respondents are accepting this statement. 

TABLE - 6.44 
Over all Corporate Governance shall succeed in improving the Quality of Earnings due to Fair Value 
Adoption. 

Table 6.44.1 
Frequency Distribution - Based on Membership Status 

 
 In Practice In Industry Total 

Strongly Disagree 27 3 30 
Disagree 18 32 50 

Cannot Comment 55 51 106 
Agree 71 98 169 

Strongly Agree 22 23 45 
Total 193 207 400 

Table 6.44.2 
Frequency Distribution - Based on Turnover of the Assignments handled (INR Crore) 

 

 < 100 Crore 
100 Crore to 500 

Crore > 500 Crore Total 
Strongly Disagree 24 2 4 30 

Disagree 11 10 29 50 
Cannot Comment 16 57 33 106 

Agree 47 49 73 169 
Strongly Agree 19 8 18 45 

Total 117 126 157 400 
Pearson Chi-

Square 
Value df P value 

 77.04752 8 1.91696E-13 
From the above information it is observed that 

1) Of the Total respondents, majority of 53% agree with the statement. 

2) In Membership status, 93 i.e. (48%) of those in Practice agree with the statement, whereas 121 i.e. is 
(58%) of those in Industry agree with it. 

3) A majority of 56% of those who handled the assignment less than 100 Crore agree with the statement and 
45% of those who handled assignments in the range of 100 to 500 Crore agree with it. In case of those 
who handled the assignment worth 500 Crore or more, the level of agreement is at 58%. Thus, majority of 
the respondent are accepting this statement. 

TABLE - 6.45 
Various components of Corporate Governance shall ensure that the subjectivity of the Fair Value shall 
not become a tool for manipulating the earnings, by the management. 

Table 6.45.1 
Frequency Distribution - Based on Membership Status 

 
 In Practice In Industry Total 

Strongly Disagree 4 4 8 
Disagree 42 22 64 

Cannot Comment 71 49 120 
Agree 58 110 168 
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Strongly Agree 18 22 40 
Total 193 207 400 

Table 6.45.2 
Frequency Distribution - Based on Turnover of the Assignments handled (INR Crore) 

 
 < 100 Crore 100 Crore to 500 Crore > 500 Crore Total 

Strongly Disagree 4 1 3 8 
Disagree 29 11 24 64 

Cannot Comment 23 56 41 120 
Agree 45 50 73 168 

Strongly Agree 16 8 16 40 
Total 117 126 157 400 

Pearson Chi-
Square 

Value df P value  30.21326 8 0.000193792 

From the above information it is observed that: 

1) Of the Total respondents, majority of 52% agree with the statement. 

2) In Membership status, 76 i.e. (39%) of those in Practice agree with the statement, whereas 132 i.e. is 
(64%) of those in Industry agree with it. 

3) A majority of 52% of those who handled the assignment less than 100 Crore agree with the statement and 
46% of those who handled assignments in the range of 100 to 500 Crore agree with it. In case of those 
who handled the assignment worth 500 Crore or more, the level of agreement is at 57%. Thus, majority of 
the respondent are accepting this statement. 

Objective 1.4.5: To study a reference manual for the relevant components of the Indian corporate. 
On one hand there is making of the Financial Reports and on the other hand, there is consumption of the 
reports so prepared. With the subjectivity in the Fair Value Measurement, it is very important to integrate the 
two processes and have a congruent model to make it happen smoothly. The decision making needs to be 
fair, impartial and in the best interest of the reporting requirements. At the same time, stakeholders such as 
Employees, Auditors and Government should be able to utilize them in best possible manner. Researcher 
will make an attempt in this segment to understand whether there is reference paradigm for the Fair Value 
based Ind AS applicability that would help this process happen seamlessly. Here is the frequency distribution 
table of the statements linked to this objective… 

Table - 6.46: To study a reference manual for the relevant components of the Indian corporate. 
PARTICULARS  SD D CC A SA TOTAL 

Management shall have better 
inputs for strategic decision 
making, upon adoption of Fair 
Value. 

F 13 57 75 215 40 400 

 % 3.25 14.25 18.75 53.75 10.00 100% 
It will become more difficult to 
comprehend the Financial Reports 
post Ind AS 

F 38 81 93 120 67 399 

 % 9.52 20.30 23.31 30.08 16.79 100% 
Employees shall need major 
upgrade of their knowhow, to adopt 
the Fair Value. 

F 23 27 48 185 117 400 

 % 5.75 6.75 12.00 46.25 29.25 100% 
Auditors are sufficiently prepared 
to assess the 'True & Fair' nature of 
the Financial Reports, based on Ind-

F 42 81 97 142 38 400 
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AS 

 % 10.50 20.25 24.25 35.50 9.50 100% 
It will be easier for the Government 
to identify the manipulation and 
discrepancies in Measurements 
based on Fair Value 

F 48 105 96 106 45 400 

 % 12.00 26.25 24.00 26.50 11.25 100% 

As one can observe here, the overall response in most of the cases is over 50%. However, there are two 
statements which are contradictory to the general flow of the statements’ positivity. Respondents have 
overwhelmingly agreed to it, indicating that it would be more difficult to comprehend the financial reports 
post Ind AS and that the employee up gradation is much needed. It should be borne in mind here that this is 
the quantified feedback from CA community, which is extensively connected on both the sides of the 
financial reports – preparation as well as consumption. Here is the descriptive statistic related to this 
segment… 

Table - 6.47: Descriptive Statistics 
PARTICULARS MEAN MODE MEDIAN STD DEV 

Management shall have better inputs for 
strategic decision making, upon adoption of 
Fair Value. 

3.53 4 4 0.96511 

It will become more difficult to comprehend 
the Financial Reports post Ind AS 3.265 4 3 1.29961 

Employees shall need major upgrade of their 
knowhow, to adopt the Fair Value. 3.865 4 4 1.08846 

Auditors are sufficiently prepared to assess 
the 'True & Fair' nature of the Financial 
Reports, based on Ind-AS 

3.1325 4 3 1.15901 

It will be easier for the Government to 
identify the manipulation and discrepancies 
in Measurements based on Fair Value 

2.9875 4 3 1.20872 

Interpretation 
1) Mean value of “Management shall have better inputs for strategic decision making, upon adoption of Fair 

Value” is 3.53close to 4 with standard deviation 0.965, and indicates that respondents agreed with the 
fact. Its corresponding modal value and median value which is also 4 clearly support the same. 

2) Mean value of “it will become more difficult to comprehend the Financial Reports post Ind AS” is 3.265 
and with standard deviation 1.299, indicates that respondents agreed with the fact. Its respective 
corresponding modal values and median values of 4 and 3, too, clearly support the same. 

3) Mean value of “Employees shall need major upgrade of their knowhow, to adopt the Fair Value” is 3.865 
which is close to 4 with low standard deviation 1.088, indicates that respondents agreed with the fact. Its 
corresponding modal value and median value which is also 4 clearly support the same. 

4) Mean value of “Auditors are sufficiently prepared to assess the 'True & Fair' nature of the Financial 
Reports, based on Ind-AS” is 3.1325 and with standard deviation 1.159, indicates that respondents agreed 
with the fact. Its respective corresponding modal values and median values of 4 and 3, too, clearly 
support the same. 

5) Mean value of “it will be easier for the Government to identify the manipulation and discrepancies in 
Measurements based on Fair Value” is2.9875 and with standard deviation 1.208, indicates that 
respondents agreed with the fact. Its respective corresponding modal values and median values of 4 and 3, 
too, clearly support the same. 
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Now let us see the frequency distribution of each statement affiliated to this hypothesis. Here the researcher 
will classify the responses on the basis of two distinct criterions… whether the respondent is in practice or 
industry and Category of Assignment Level handled. Thus, the responses are thoroughly analysed against 
profile characteristics of the respondents for better idea. 

TABLE -  6.48 
Management shall have better inputs for strategic decision making, upon adoption of Fair Value. 

Table 6.48.1 
Frequency Distribution - Based on Membership Status 

 
 In Practice In Industry Total 

Strongly Disagree 3 10 13 
Disagree 27 30 57 

Cannot Comment 28 47 75 
Agree 123 92 215 

Strongly Agree 12 28 40 
Total 193 207 400 

Table 6.48.2 
Frequency Distribution - Based on Turnover of the Assignments handled (INR Crore) 

 

 < 100 Crore 
100 Crore to 500 

Crore > 500 Crore Total 
Strongly Disagree 2 3 8 13 

Disagree 15 16 26 57 
Cannot Comment 19 23 33 75 

Agree 71 74 70 215 
Strongly Agree 10 10 20 40 

Total 117 126 157 400 

Pearson Chi-Square Value df P value 
 10.64454 8 0.2226645 

 

From the above information it is observed that: 

1) Of the Total respondents, majority of 64% agree with the statement. 

2) In Membership status, 135 i.e. (70%) of those in Practice agree with the statement, whereas 102 i.e. is 
(58%) of those in Industry agree with it. 

3) A majority of 69% of those who handled the assignment less that 100 Crore agree with the statement and 
67% of those who handled assignments in the range of 100 to 500 Crore agree with it. In case of those 
who handled the assignment worth 500 Crore or more, the level of agreement is at 57%. Thus, majority of 
the respondent are accepting this statement. 

TABLE - 6.49 
It will become more difficult to comprehend the Financial Reports post Ind AS. 

Table 6.49.1 
Frequency Distribution - Based on Membership Status 

 In Practice In Industry Total 
Strongly Disagree 23 15 38 

Disagree 34 47 81 
Cannot Comment 53 40 93 
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Agree 42 78 120 
Strongly Agree 40 27 67 

Total 193 207 399 

Table 6.49.2 
Frequency Distribution - Based on Turnover of the Assignments handled (INR 

Crore) 

 < 100 Crore 100 Crore to 500 
Crore > 500 Crore Total 

Strongly Disagree 16 9 13 38 
Disagree 32 22 27 81 

Cannot Comment 17 49 27 93 
Agree 22 37 61 120 

Strongly Agree 30 9 28 67 
Total 117 126 157 399 

Pearson Chi-
Square 

Value df P value 
 49.93486 10 2.74372E-07 

From the above information it is observed that: 

1) Of the Total respondents, near majority of 47% agree with the statement. 

2) In Membership status, 82 i.e. (42%) of those in Practice agree with the statement, whereas 105 i.e. is 
(51%) of those in Industry agree with it. 

3) A minority of 44% of those who handled the assignment less than 100 Crore agree with the statement and 
37% of those who handled assignments in the range of 100 to 500 Crore agree with it. In case of those 
who handled the assignment worth 500 Crore or more, the level of agreement is at 57%. Thus, though 
more than 50% of the respondents have not agreed to the statement, considering ‘Cannot Comment’, 
research concludes that the respondents are accepting this statement. 

TABLE - 6.50 
Employees shall need major upgrade of their knowhow, to adopt the Fair Value. 

Table 6.50.1 
Frequency Distribution - Based on Membership Status 

 In Practice In Industry Total 
Strongly Disagree 18 5 23 

Disagree 9 18 27 
Cannot Comment 14 34 48 

Agree 107 78 185 
Strongly Agree 45 72 117 

Total 193 207 400 

Table 6.50.2 
Frequency Distribution - Based on Turnover of the Assignments handled (INR Crore) 

 
 < 100 Crore 100 Crore to 500 Crore > 500 Crore Total 

Strongly Disagree 18 4 1 23 
Disagree 8 4 15 27 

Cannot Comment 9 16 23 48 
Agree 47 73 65 185 
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Strongly Agree 35 29 53 117 
Total 117 126 157 400 

Pearson Chi-
Square 

Value df P value 
 42.71149 8 9.95429E-07 

From the above information it is observed that: 

1) Of the Total respondents, vast majority of 76% agree with the statement. 

2) In Membership status, 152 i.e. (79%) of those in Practice agree with the statement, whereas 150 i.e. is 
(72%) of those in Industry agree with it. 

3) A majority of 70% of those who handled the assignment less than 100 Crore agree with the statement and 
81% of those who handled assignments in the range of 100 to 500 Croreagree with it. In case of those 
who handled the assignment worth 500 Crore or more, the level of agreement is at 75%. Thus, clearly, the 
statement is accepted. 

TABLE - 6.51 
Auditors are sufficiently prepared to assess the 'True & Fair' nature of the Financial Reports, based 
on Ind-AS. 

Table 6.51.1 
Frequency Distribution - Based on Membership Status 

 
 In Practice In Industry Total 

Strongly Disagree 21 21 42 
Disagree 35 46 81 

Cannot Comment 52 45 97 
Agree 71 71 142 

Strongly Agree 14 24 38 
Total 193 207 400 

Table 6.51.2 
Frequency Distribution - Based on Turnover of the Assignments handled (INR Crore) 

 
 < 100 Crore 100 Crore to 500 Crore > 500 Crore Total 

Strongly Disagree 20 6 16 42 
Disagree 26 12 43 81 

Cannot Comment 15 50 32 97 
Agree 43 46 53 142 

Strongly Agree 13 12 13 38 
Total 117 126 157 400 

Pearson Chi-Square Value df P value 

 40.57824 8 2.49933E-06 

From the above information it is observed that: 

1) Of the Total respondents, near majority of 46% agree with the statement. 

2) In Membership status, 85 i.e. (44%) of those in Practice agree with the statement, whereas 95 i.e. (46%) 
of those in Industry agree with it. 

3) A majority of 48% of those who handled the assignment less than 100 Crore agree with the statement and 
46% of those who handled assignments in the range of 100 to 500 Crore agree with it. In case of those 
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who handled the assignment worth 500 Crore or more, the level of agreement is at 42%. Thus, though 
more than 50% of the respondents have not agreed to the statement, considering ‘Cannot Comment’, 
research concludes that the respondents are accepting this statement. 

TABLE - 6.52 
It will be easier for the Government to identify the manipulation and discrepancies in Measurements 
based on Fair Value. 

Table 6.52.1 
Frequency Distribution - Based on Membership Status 

 
 In Practice In Industry Total 

Strongly Disagree 29 19 48 
Disagree 60 45 105 

Cannot Comment 46 50 96 
Agree 36 70 106 

Strongly Agree 22 23 45 
Total 193 207 400 

Table 6.52.2 
Frequency Distribution - Based on Turnover of the Assignments handled (INR 

Crore) 
 

 < 100 Crore 100 Crore to 500 
Crore > 500 Crore Total 

Strongly Disagree 4 28 16 48 
Disagree 44 20 41 105 

Cannot Comment 28 34 34 96 
Agree 23 30 53 106 

Strongly Agree 18 14 13 45 
Total 117 126 157 400 

Pearson Chi-
Square 

Value df P value 
 38.86796 8 5.20053E-06 

From the above information it is observed that 

1) Of the Total respondents, only 38% agree with the statement. 

2) In Membership status, 58 i.e. (30%) of those in Practice agree with the statement, whereas 93 i.e. (45%) 
of those in Industry agree with it. 

3) Only 35% of those who handled the assignment less than 100 Crore agree with the statement and 35% of 
those who handled assignments in the range of 100 to 500 Crore agree with it. In case of those who 
handled the assignment worth 500 Crore or more, the level of agreement is at 42%. Moreover, the 
proportion of disagreement is considerably high at 41%, 38% and 36% respectively. Hence, this statement 
is rejected. 

6.5 INFERENTIAL ANALYSIS 
“Inferential statistics consist of methods for drawing and measuring the reliability of conclusions about 
population based on information obtained from a sample of the population. (Weiss, 1999)” 

Having arrived at the characteristics and features of the data collected, the crucial question that arises is 
whether this sample data can be extrapolated on universe from which this is drawn. How far is the likely 
deviation in such projection? What are the relationships that would determine this estimation? All these 
questions are answered applying the tools of Inferential Analysis. Thus, this analysis would test the data, 
impact of various variables on the statements framed and determine whether the hypothesis are proven true 
for the referred sample on the entire population or not. 
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Researcher is using the inferential statistics for the purpose of Hypothesis testing. However, this is being 
approached systematically ensuring that the appropriate tests are used depending upon the normalcy of the 
data, impact of variables and such other factors. 

6.5.1 Hypothesis Testing 
It may not be possible to obtain the response from each unit of data in the universe. Hence, the researcher 
will adopt sampling wherein representative data units based on statistical formula are collected. Based on the 
sample data, researcher develops a hypothesis about the population as a whole. This is statistical hypothesis. 
Using inferential techniques, this hypothesis is tested, which means it is endeavoured to establish whether the 
hypothesis and relationship described therein holds good for the universe/population. In this process, 

The null hypothesis is generally symbolized as H0 

The alternate diametrically opposite hypothesis is generally symbolized as H1 

Questions are divided into 6 subgroups. Answers to each question are recorded on a Likert Scale. (1: 
Strongly Disagree to 5: Strongly Agree). There is a consolidated total column after each segment. The 
measurement scale is of individual questions is ordinal, consolidated column is the mean of responses. Two 
question statements were reverse in approach; answers to these questions have been recorded to be consistent 
with the remaining ones. Formula used for decoding the answers is 5 - original answer + 1. Here is a step-by-
step process undertaken by the researcher to carry out the hypothesis testing… 

6.5.2 Step 1 - Checking for Normality (For 6 variables) In order to select the approach for hypothesis testing, 
we first check whether the data is normally distributed. Normality can be checked either graphically or by 
using a statistical test. We have used Shapiro Wilk test for ascertaining whether variable is normal or not. 

A brief note on Shapiro Wilk (1965) test:4 

Given a sample X1, . . . , Xn of n real-valued observations, the Shapiro- Wilk test (Shapiro and Wilk, 1965) 
is a test of the composite hypothesis that the data are i.i.d. (independent and identically distributed) and 
normal, i.e. N(mu, sigma^2) for some unknown real mu and some sigma > 0. This test of a parametric 
hypothesis relates to non parametric in that a lot of statistical methods (such as t-tests and analysis of 
variance) assume that variables are normally distributed. If they are not, then some nonparametric methods 
may be needed. To apply Shapiro Wilk Test: 

Null hypothesis (H0): Sample is drawn from Normal population 
Alternate hypothesis (H1): Sample is not from Normal population. 
Output is test statistic called W and p-value. 
Reject H0 if p-value is less than 0.05 
The results of the test are tabulated herein below… 

Table - 6.53: Hypothesis test 

No Hypothesis Statistical 
Value Df P Value 

1 Indian corporate is yet not completely prepared to deal with 
the emerging issues of Fair Value Accounting. 0.94172 100 2.01E-11 

2 
Indian corporate significantly lack in the knowledge 
pertaining to the earlier experiences of the implementation 
of Fair Value Reporting 

0.9792 100 1.64E-05 

3 Indian Corporate Environment significantly lacks to 
provide necessary inputs for Fair Value measurement. 0.98387 100 0.0001941 

4 
Fair Value Accounting significantly improves the 
comparability of the Financial Statements in Global 
context. 

0.96088 100 7.77E-09 

5 The components of the Corporate Governance are 
significantly prepared to face the practical issues of 0.95726 100 2.23E-09 
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implementation. 

6 Fair value measurement concept is not significantly useful 
to various stakeholders in the company 0.97573 100 3.10E-06 

As it can be seen by the column of P value, all the values are below 0.05. This means that the H0 is rejected. 
In other words, none of the sample from any segment is drawn from Normal Population. 
This necessitates the use of Non-Parametric Testing methods, instead of Parametric ones. 
In recent times, statisticians have developed useful techniques that do not make assumptions about the shape 
of the population distributions. These are known as distribution free or nonparametric tests. The hypothesis 
of a nonparametric test is concerned with something other than the value of a population parameter. (Levin, 
et al, 2011) 
Step 2: Wilcoxon Signed Rank Test 
One sample test is useful while comparing a set of values to a default value, particularly to check if Likert 
scale responses (measured on a scale of 1 to 5) are significantly different from the neutral score of 3.The 
Wilcoxon Signed Rank Test is considered as the nonparametric alternative of the one sample t-test. It is used 
to determine whether median of the sample is equal (or less than or greater than) to a theoretical value. 
H0 : Median of the sample is less than or equal to default value i.e. 3 
H1: Median of the sample is greater than 3 
Reject H0 if p-value is less than 0.05 
Hypothesis1:Indian corporate is yet not completely prepared to deal with the emerging issues of Fair Value 
Accounting. 

Table - 6.54 
The Wilcoxon Signed Rank Test of Median v/s Hypothesized Score 3 for Indian corporate is yet not 

completely prepared to deal with the emerging issues of Fair Value Accounting. 

Particulars Median 
Score 

Sample 
Size 

Calculated 
Value - V 

Significant P 
Value 

Hypothesized scores for Indian 
corporate are yet not completely 
prepared to deal with the emerging 
issues of Fair Value Accounting. m = 3 n = 400 53978 p = 2.2e-16 
Observed Mean rating scores for 
Occupational frauds can be 
controlled and reduce with the help 
of forensic accounting. M0 = 3.34  

Observation & Interpretation: 
The p-value is less than 0.05. This means that H0 will be rejected and H1accepted. Thus, True Location of 
the sample is greater than 3. This means that most of the sample values are returning Agree or Strongly 
Agree. Thus, the Hypothesis 1.4.2 “Indian corporate is yet not completely prepared to deal with the emerging 
issues of Fair Value Accounting.” Is rejected in favour of the alternate hypothesis. This leads to the 
conclusion that 

“According to the perception of Chartered Accountants, Indian corporate is significantly prepared to 
deal with the emerging issues of Fair Value Accounting.” 

Hypothesis 2: Indian corporate significantly lack in the knowledge pertaining to the earlier experiences of 
the implementation of Fair Value Reporting. 
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TABLE - 6.55 
Hypothesis 2 

The Wilcoxon Signed Rank Test of Median v/s Hypothesized Score Indian corporate significantly 
lack in the knowledge pertaining to the earlier experiences of the implementation of Fair Value 

Reporting.. 

Particulars Median 
Score 

Sample 
Size 

Calculated 
Value - V 

Significant P 
Value 

Hypothesized scores for Indian 
corporate significantly lack in the 
knowledge pertaining to the earlier 
experiences of the implementation of 
Fair Value Reporting. m = 3 

n = 400 38039 
p = 1.418e-06 

Observed Mean rating scores Indian 
corporate significantly lack in the 
knowledge pertaining to the earlier 
experiences of the implementation of 
Fair Value Reporting. 

M0 = 
2.672  

Observation & Interpretation 
The p-value is less than 0.05. This means that H0 will be rejected and H1accepted. Thus, True Location of 
the sample is greater than 3. This means that most of the sample values are returning Agree or Strongly 
Agree. Thus, the Hypothesis 2 – “Indian corporate significantly lack in the knowledge pertaining to the 
earlier experiences of the implementation of Fair Value Reporting.” is rejected in favour of the alternate 
hypothesis. This leads to the conclusion that 

“Indian corporate possesses knowledge pertaining to the earlier experiences of the implementation of 
Fair Value Reporting, significantly” 

Hypothesis 3: Indian Corporate Environment significantly lacks to provide necessary inputs for Fair 
Value measurement. 

 

TABLE - 6.56 
Hypothesis 3 

The Wilcoxon Signed Rank Test of Median v/s Hypothesized Score 3 for Indian Corporate 
Environment significantly lacks to provide necessary inputs for Fair Value measurement. 

Particulars Median 
Score 

Sample 
Size 

Calculated 
Value - V 

Significant P 
Value 

Hypothesized scores Indian Corporate 
Environment significantly lacks to 
provide necessary inputs for Fair 
Value measurement. m = 3 

n = 400 39016 
p = 0001411 

Observed Mean rating scores for 
Indian Corporate Environment 
significantly lacks to provide 
necessary inputs for Fair Value 
measurement. 

M0 = 
3.097  

Observation & Interpretation 
The p-value is less than 0.05. This means that H0 will be rejected and H1accepted. Thus, True Location of 
the sample is greater than 3. This means that most of the sample values are returning Agree or Strongly 
Agree. Thus, the Hypothesis 3 –  “Indian Corporate Environment significantly lacks to provide necessary 
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inputs for Fair Value measurement.” is rejected in favour of the alternate hypothesis. This leads to the 
conclusion that 

“Indian Corporate Environment significantly possesses ability to provide necessary inputs for Fair 
Value measurement.” 

Hypothesis 4 – Fair Value Accounting does not significantly improve the comparability of the Financial 
Statements in Global context. 

TABLE - 6.57 
Hypothesis 4 

The Wilcoxon Signed Rank Test of Median v/s Hypothesized Score 3 Fair Value Accounting does 
not significantly improve the comparability of the Financial Statements in Global context. 

Particulars Median 
Score 

Sample 
Size 

Calculated 
Value - V 

Significant P 
Value 

Hypothesized scores Fair Value 
Accounting does not significantly 
improve the comparability of the 
Financial Statements in Global 
context. m = 3 n = 400 66848 p = 2.2e-16 
Observed Mean rating scores Fair 
Value Accounting does not 
significantly improve the 
comparability of the Financial 
Statements in Global context. M0 = 3.54  

Observation & Interpretation 
The p-value is less than 0.05. This means that H0 will be rejected and H1accepted. Thus, True Location of 
the sample is greater than 3. This means that most of the sample values are returning Agree or Strongly 
Agree. Thus, the Hypothesis 4 – “Fair Value Accounting does not significantly improve the comparability of 
the Financial Statements in Global context.” is rejected in favour of the alternate hypothesis. This leads to 
the conclusion that 

“Fair Value Accounting significantly improves the comparability of the Financial Statements in 
Global context.” 

Hypothesis 5 – The components of the Corporate Governance are significantly unprepared to face the 
practical issues of implementation 

TABLE - 6.58 
Hypothesis 5 

The Wilcoxon Signed Rank Test of Median v/s Hypothesized Score 3 The components of the 
Corporate Governance are significantly prepared to face the practical issues of implementation. 

Particulars Median 
Score 

Sample 
Size 

Calculated 
Value - V 

Significant P 
Value 

Hypothesized scores The components 
of the Corporate Governance are 
significantly prepared to face the 
practical issues of implementation. m = 3 

n = 400 58101 

2.2e-16 
 

Observed Mean rating scores The 
components of the Corporate 
Governance are significantly prepared 
to face the practical issues of 
implementation. M0 = 3.34  
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Observation & Interpretation 
The p-value is less than 0.05. This means that H0 will be rejected and H1accepted. Thus, True Location of 
the sample is greater than 3. This means that most of the sample values are returning Agree or Strongly 
Agree. Thus, the Hypothesis 5 – “The components of the Corporate Governance are significantly prepared to 
face the practical issues of implementation” is rejected in favour of the alternate hypothesis. This leads to 
the conclusion that 

“The components of the Corporate Governance are significantly prepared to face the practical issues 
of implementation.” 

Hypothesis 6 - Fair value measurement concept is not significantly useful to various stakeholders in the 
company 

TABLE - 6.59 
Hypothesis 6 

The Wilcoxon Signed Rank Test of Median v/s Hypothesized Score 3 Fair value measurement 
concept is not significantly useful to various stakeholders in the company 

Particulars Median 
Score 

Sample 
Size 

Calculated 
Value - V 

Significant P 
Value 

Fair value measurement concept is 
not significantly useful to various 
stakeholders in the company m = 3 

n = 400 25784 
0.999 

Observed Mean rating scores Fair 
value measurement concept is not 
significantly useful to various 
stakeholders in the company M0 = 3.34  

Observation & Interpretation 
The p-value is greater than 0.05. This means that H0 will be accepted. Thus, True Location of the sample is 
lesser than 3. This means that most of the sample values are returning Agree or Strongly Agree. Thus, the 
Hypothesis 6 – “Fair value measurement concept is not significantly useful to various stakeholders in the 
company”, is accepted. This leads to the conclusion that 

“Fair value measurement concept is not significantly useful to various stakeholders in the company.” 

6.5.3 Analysis of Variance 
As seen in the profiling of the respondent, there are two variables which may influence the readings and the 
frequency analysis that has been done above considers both these variables. However, The Kruskal Wallis 
test is used to compare differences between two or more independent groups when the dependent variable is 
either ordinal or continuous, but not normally distributed. The Kruskal Wallis test is considered as 
nonparametric alternative to one way analysis of variance. Thus, this test shall define which factors, 
Membership Category or Turnover Category influences the data. 

Here, H0: Samples come from the same population (which means that that particular factor does not 
influence the result). 

H1: Samples do not come from the same category. 

Table - 6.60: Kruskal Wallis Test 

TOTAL1 n Test statistic (Kruskal 
Wallis chi squared) df p-value 

Indian corporate is yet not completely 
prepared to deal with the emerging issues 
of Fair Value Accounting. 

400 38.245 2 4.96E-09 
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Indian corporate significantly lack in the 
knowledge pertaining to the earlier 
experiences of the implementation of Fair 
Value Reporting 

400 7.7588 2 0.02066 

Indian Corporate Environment 
significantly lacks to provide necessary 
inputs for Fair Value measurement. 

400 17.991 2 0.0001239 

Fair Value Accounting does not 
significantly improve the comparability 
of the Financial Statements in Global 
context. 

400 14.089 2 0.0008722 

The components of the Corporate 
Governance are significantly prepared to 
face the practical issues of 
implementation. 

400 9.3821 2 0.009177 

Fair value measurement concept is not 
significantly useful to various 
stakeholders in the company 

400 4.3934 2 0.1112 

Reject null when p-value is less than 0.05. 
Samples do not come from the same population, i.e. responses differ with age groups. 

Observations and Interpretation 
The above chart returns value of p<0.05, in all cases except Hypothesis 6. This means null hypothesis is 
rejected in first five hypothesises. In case of first 5 hypothesises, the samples do not come from the same 
population. Hence, the responses shall differ based on which category of the turnover, respondent deals with. 

In case of last hypothesis, the category of turnover that respondent is professionally involved in, does not 
make any impact. 

Alternatively, to Kruskal – Wallis test, researcher is also choosing to use Mann Whitney Test, in case of 
assessing the impact of respondent being in practice or industry, on the response. 

The Mann-Whitney U test is considered as nonparametric alternative to t test for independent samples. The 
Mann-Whitney U test is used to compare differences between two independent groups when the dependent 
variable is either ordinal or continuous, but not normally distributed. 

The null hypothesis is that the distributions of both groups are identical, so that there is a 50% probability 
that an observation randomly selected from one population exceeds an observation randomly selected from 
the other population. Mann-Whitney U test is also referred to as Wilcoxon Rank Sum Test. 

H0: The two samples come from the same population. 

H1: The two samples do not come from the same population. 

Table - 6.61: Mann Whitney Test 
Mann Whitney Test (Table 6.61) 

TOTAL1 n Test statistic - 
W p-value 

Indian corporate is yet not completely prepared 
to deal with the emerging issues of Fair Value 
Accounting. 

400 17196 1.57E-02 

Indian corporate significantly lack in the 
knowledge pertaining to the earlier experiences 
of the implementation of Fair Value Reporting 

400 20297 0.7796 

Indian Corporate Environment significantly 
lacks to provide necessary inputs for Fair Value 400 23776 0.0009636 
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measurement. 

Fair Value Accounting does not significantly 
improve the comparability of the Financial 
Statements in Global context. 

400 21508 0.1817 

The components of the Corporate Governance 
are significantly prepared to face the practical 
issues of implementation. 

400 19522 0.6937 

Fair value measurement concept is not 
significantly useful to various stakeholders in 
the company 

400 19009 0.3999 

Reject null since p-value is less than 0.05. 
Samples do not come from the same population, i.e. responses differ with age groups. 

Observations & Interpretations 
Except for first and third hypothesises, in all other cases, p value is greater than 0.05. This means in all other 
cases, the Null hypothesis of the test is not rejected. This indicates that in case of 2nd and 4th to 6th segment 
the two samples come from the same population. This means that whether the respondent is in Industry or 
Practice does not make much difference in his opinion in case of the statements populating these segments. 
This makes difference only in case of statements in segment 1 and 3. 

6.6 CONCLUSION 
From the statistical analysis, we may state that… 

1. According to the perception of Chartered Accountants, Indian corporate is significantly prepared to deal 
with the emerging issues of Fair Value Accounting. 

2. Indian corporate possesses knowledge pertaining to the earlier experiences of the implementation of Fair 
Value Reporting, significantly. 

3. Indian Corporate Environment significantly possesses ability to provide necessary inputs for Fair Value 
measurement. 

4. Fair Value Accounting significantly improves the comparability of the Financial Statements in Global 
context. 

5. The components of the Corporate Governance are significantly prepared to face the practical issues of 
implementation. 

6. Fair value measurement concept is not significantly useful to various stakeholders in the company. 

7. The turnover which respondent handles in course of his livelihood influences her/his responses in 
segment 1 to 5, but not 6. 

8. Whether the member is Industry or Practice influences her/his responses only in case of segment 1 and 3. 
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7.1 SUMMARY OF STUDY 
The journey with the Fair Value Measurement has taken this study through elementary concepts, a standard 
dedicated to the Fair Value and other standards which use it extensively. Impact of the Fair value concept of 
financial reports was studied at length and various transactions, the reporting of which is affected by this 
measurement paradigm was analysed. Recognition, measurement and disclosure requirement associated with 
this concept were studied at length and the aforesaid standards were gone in to beyond fair value 
measurement for better understanding. 

The need to develop a Corporate Governance Model was exposed and an attempt was made in that direction. 
Secondary data in form of Annual Reports 16-17 was used to quantify and compare the impact of fair value 
accounting on select Indian companies. The professional fraternity of the Chartered Accountants was 
focused as the carriers of financial reporting and their opinions were sought in various issues linked to Fair 
Value Measurement. These opinions were quantified, statistically analysed and hypothesises were tested, 
based on them. 

In the entire exercise, an effort was made to understand this Modern Reporting Paradigm within Fair Value 
framework and beyond that; efforts were made to understand the pitfalls in this implementation. The purpose 
of this research, in essence, is to prepare, update and empower the reader with better implementation and 
consumption of fair value based financial report. 

7.2 FINDINGS OF THE STUDY BASED LINKED TO OBJECTIVES 
Objective 1.4.2 - To study if the Indian Corporate has clearly considered the issues arising from Fair Value 
Accounting – focuses on various transactional issues  within implementation and the level of preparedness 
on the part of Indian companies, here, to understand the treatment that reporting community would give to 
these issues, researcher collected opinions of the CAs on 5 point agreement scale and compared with 
reference to the attributes scanned from Mann Whitney U Test and Kruskal Wallis Test 

TABLE - 7.1 

AGREEMENT MATRIX 
Based on 

membership Category 
Based on turnover of the 

assignments handled 
TOTAL 
Agreed 

STATEMENTS In Practice 
In 

Industry 
< 100 
Crores 

100 Cr to 
500 Cr 

> 500 
Crores 

 Entities would prefer 
Revaluation Model over Cost 
Model for the initial 
recognition of Property, 
Plant and Equipment. 

57.50% 61.40% 64.00% 78.00% 50.00% 59.50% 

In case of acquisition of PPE 
in exchange for non-
monetary assets, the cost of 
the PPE Shall be measured at 
the fair value of the asset 
exchanged. 

60.10% 63.29% 59.85% 60.32% 64.33% 61.75% 

Despite the significance of 
the volatility in the fair value 
of the underlying items of 
PPE, annual revaluation shall 
be preferred over triannual or 
quinquennial (once in five 
years) revaluation. 

50.10% 57.00% 35.00% 76.19% 48.41% 53.30% 

In case of goodwill 
recognized on acquisition, 
Annual impairment testing 
will be adopted in preference 
to amortization. 

58.00% 54.00% 44.00% 71.00% 53.00% 56.00% 
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Companies have built up the 
necessary knowledge base to 
analyze the contracts for 
embedded derivatives and 
appropriately apply the 
recognition principles as 
specified by Ind AS 109. 

38.00% 42.00% 26.00% 52.00% 41.00% 56.00% 

The classification of 
Financial Instruments under 
the new nomenclature would 
be carried out judiciously by 
the companies. 

40.00% 57.00% 39.00% 48.00% 62.00% 56.00% 

Related to the aforesaid objective, First Hypothesis was framed as Indian corporate is yet not completely 
prepared to deal with the emerging issues of Fair Value Accounting. The Wilcoxon Signed Rank Test is 
considered as the nonparametric alternative of the one sample t-test. It is used to determine whether median 
of the sample is equal (or less than or greater than) to a theoretical value. The details of the tests were… 

The Wilcoxon Signed Rank Test of Median v/s Hypothesized Score 3 for Indian corporate is yet 
not completely prepared to deal with the emerging issues of Fair Value Accounting. 

Particulars 
Median 
Score 

Sample 
Size 

Calculated 
Value - V 

Significant P 
Value 

Hypothesized scores for Indian corporate is 
yet not completely prepared to deal with the 
emerging issues of Fair Value Accounting. m = 3 n = 400 53978 p = 2.2e-16 

Observed Mean rating scores for 
Occupational frauds can be controlled and 

reduce with the help of forensic accounting. 
M0 = 
3.34 

 The p-value is less than 0.05. This means that H0 will be rejected and H1accepted. Thus, True Location of 
the sample is greater than 3. This means that most of the sample values are returning Agree or Strongly 
Agree. Thus, the Hypothesis 1 “Indian corporate is yet not completely prepared to deal with the emerging 
issues of Fair Value Accounting.”, is rejected in favour of the alternate hypothesis. This leads to the 
conclusion that 

“According to the perception of Chartered Accountants, Indian corporate is significantly prepared to 
deal with the emerging issues of Fair Value Accounting.” 
Objective 1.4.3 – ‘To study the exposure of the impact of Fair Value Accounting in the other economies to 
Indian Corporate’ deals with the fair value measurement experience over the world and its exposure to 
Indian reporting world. The statements under this segment are aimed at understanding the level of awareness 
about international experience. The classification on the basis of Membership category is overlooked here 
since as per Mann-Whitney U test, whether the respondent is in Industry or Practice does not make much 
difference in his opinion in case of the statements populating this segment. 

The agreement matrix for this can be described as below… 

Table - 7.2: Agreement Matrix for the statements related to Objective 1.4.3 

AGREEMENT MATRIX 
Based on turnover of the assignments 

handled 
TOTAL 
Agreed 

STATEMENTS 
< 100 
Crores 

100 Crore to 
500 Crore > 500 Crores 

 Chartered Accountants have largely studied the 
impact of Fair Value Concept in the reporting 
that led to subprime crisis 

45% 37% 35% 39% 
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Due consideration shall be given to the impact 
of Fair Value Accounting in Enron debacle, 
while assessing the Fair Values in the reporting 
of Indian Corporates 

53% 65% 45% 54% 

Sufficient data is available, elucidating the 
impact of Fair Value in US GAAP and IFRS 

30% 35% 42% 36% 

Large numbers of Corporate Finance 
Executives, who have undertaken First Time 
Adoption of Ind AS have been duly exposed to 
international application of the Fair Value. 

38% 63% 43% 48% 

Related to the aforesaid objective, Second Hypothesis was framed as Indian corporate significantly lack in 
the knowledge pertaining to the earlier experiences of the implementation of Fair Value Reporting. The 
Wilcoxon Signed Rank Test is considered as the nonparametric alternative of the one sample t-test. It is used 
to determine whether median of the sample is equal (or less than or greater than) to a theoretical value. The 
details of the tests were… 

The Wilcoxon Signed Rank Test of Median v/s Hypothesized Score Indian corporate significantly 
lack in the knowledge pertaining to the earlier experiences of the implementation of Fair Value 

Reporting.. 

Particulars 
Median 
Score 

Sample 
Size 

Calculated 
Value - V 

Significant 
P Value 

Hypothesized scores for Indian corporate 
significantly lack in the knowledge pertaining to 
the earlier experiences of the implementation of 

Fair Value Reporting. m = 3 n = 400 38039 

p = 1.418e-
06 

Observed Mean rating scores Indian corporate 
significantly lack in the knowledge pertaining to 
the earlier experiences of the implementation of 

Fair Value Reporting. 
M0 = 
2.672 

 The p-value is less than 0.05. This means that H0 will be rejected and H1accepted. Thus, True Location of 
the sample is greater than 3. This means that most of the sample values are returning Agree or Strongly 
Agree. Thus, the Hypothesis 2 “Indian corporate significantly lack in the knowledge pertaining to the earlier 
experiences of the implementation of Fair Value Reporting.” is rejected in favour of the alternate 
hypothesis. This leads to the conclusion that “Indian corporate possesses knowledge pertaining to the 
earlier experiences of the implementation of Fair Value Reporting, significantly.” 

The Objective 1.4.4 – “to analyse the likely risks in implementing Fair Value Concept” focuses upon all the 
aspects which make this implementation vulnerable. It elicits the response of the CAs as to what their 
perceptions regarding tricky issues such as Management Manipulations, Availability of inputs, etc are. It 
tests the reporting and information environment, conducive for it. 

The agreement matrix for the said objective is as below… 

Table - 7.3: Agreement Matrix for the statements related to Objective 1.4.4 

AGREEMENT MATRIX 
Based on 

Membership Category 
Based on turnover of the 

assignments handled 
TOTAL 
Agreed 

STATEMENTS In Practice 
In 

Industry 
< 100 
Crores 

100 Crore to 
500 Crore 

> 500 
Crores 

 Necessary Inputs is available 
for recognition of PPE under 
Revaluation Model. 

52.00% 37.00% 45.00% 56.00% 40.00% 45.00% 

Sufficient information is 
available to estimate residual 

42.00% 29.00% 25.00% 51.00% 30.00% 35.00% 
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value at the end of every 
financial year in case of PPE. 
It is possible to restate all 
assets (tangible and 
intangible) at fair values, 
ensuring transparency in 
acquisition. 

36.00% 36.00% 41.00% 4.00% 29.00% 36.00% 

Reliable Market data is 
available while ascertaining 
the Fair Value of the 
Financial Instruments 

31.00% 44.00% 32.00% 35.00% 43.00% 37.00% 

External Valuation acquired 
by the Indian Corporate is 
free of Management 
Manipulation. 

41.00% 31.00% 38.00% 47.00% 26.00% 37.00% 

Indian Corporate have 
necessary internal 
mechanisms to ascertain the 
valuations of various 
financial elements. 

54.00% 42.00% 44.00% 59.00% 43.00% 48.00% 

The subjectivity in valuation 
is not becoming tool of 
Earnings Management in the 
Corporate. 

59.00% 42.00% 45.00% 60.00% 49.00% 51.00% 

Related to the aforesaid objective, Third Hypothesis was framed as Indian Corporate Environment 
significantly lacks to provide necessary inputs for Fair Value measurement. The Wilcoxon Signed Rank Test 
is considered as the nonparametric alternative of the one sample t-test. It is used to determine whether 
median of the sample is equal (or less than or greater than) to a theoretical value. The details of the tests 
were… 

The Wilcoxon Signed Rank Test of Median v/s Hypothesized Score 3 for Indian Corporate 
Environment significantly lacks to provide necessary inputs for Fair Value measurement.. 

Particulars 
Median 
Score 

Sample 
Size 

Calculated 
Value - V 

Significant 
P Value 

Hypothesized scores Indian Corporate 
Environment significantly lacks to provide 

necessary inputs for Fair Value measurement. m = 3 
n = 400 39016 

p = 0001411 
Observed Mean rating scores for Indian 

Corporate Environment significantly lacks to 
provide necessary inputs for Fair Value 

measurement. 
M0 = 
3.097 

 The p-value is less than 0.05, indicating that H0 will be rejected and H1accepted. Thus, True Location of the 
sample is greater than 3. This means that most of the sample values are returning Agree or Strongly Agree. 
Thus, the Hypothesis 3 “Indian Corporate Environment significantly lacks to provide necessary inputs for 
Fair Value measurement.” is rejected in favour of the alternate hypothesis. This leads to the conclusion that 
Indian Corporate Environment significantly possesses ability to provide necessary inputs for Fair 
Value measurement. 

Objective 1.4.7 – ‘To establish whether the adoption of IFRS would make Indian Financial Reporting 
comparable to those in Developed economies’, was framed to analyse the awareness about the past 
experiments and implementations, which happened in Fair Value space. Enron, followed by even bugger 
sub-prime were giant financial debacles. It is important to learn from them. This is an effort to gauge the 
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present level of awareness. The classification on the basis of Membership category is overlooked here since 
as per Mann-Whitney U test, whether the respondent is in Industry or Practice does not make much 
difference in his opinion in case of the statements populating this segment. 

The Agreement Matrix is as below 

Table - 7.4: Agreement Matrix for the statements related to Objective 1.4.7 

AGREEMENT MATRIX 
Based on turnover of the assignments 

handled 
TOTAL 
Agreed 

STATEMENTS 
 < 100 Crores 

100 Crore to 
500 Crore 

> 500 
Crores  

The impact of Carve Outs on the 
comparability of financial reports with 
the global ones would be insignificant. 

56.00% 55.00% 45.00% 52.00% 

Indian Corporates would make the 
choices of Fair Value, wherever possible. 

49.00% 60.00% 57.00% 55.00% 

Adoption of Fair Value would make the 
Indian Financial Reports comparable to 
the global ones. 

49.00% 52.00% 65.00% 57.00% 

It would be easier to raise the finance 
globally after the adoption of Ind AS. 

76.00% 60.00% 64.00% 67.00% 

FDI Inflow shall be attracted significantly 
higher due to the adoption of Ind AS. 

79.00% 75.00% 55.00% 69.00% 

The subjectivity in the adoption of Fair 
Value shall not hinder its comparability. 

67.00% 58.00% 64.00% 64.00% 

Related to the aforesaid objective, Fourth Hypothesis was framed as Fair Value Accounting significantly 
improves the comparability of the Financial Statements in Global context. The Wilcoxon Signed Rank Test 
is considered as the nonparametric alternative of the one sample t-test. It is used to determine whether 
median of the sample is equal (or less than or greater than) to a theoretical value. The details of the tests 
were… 

The Wilcoxon Signed Rank Test of Median v/s Hypothesized Score 3 Fair Value Accounting does 
not significantly improve the comparability of the Financial Statements in Global context. 

Particulars 
Median 
Score 

Sample 
Size 

Calculated 
Value - V 

Significant 
P Value 

Hypothesized scores Fair Value Accounting does 
not significantly improve the comparability of the 
Financial Statements in Global context. m = 3 

n = 400 66848 

p = 2.2e-
16 

Observed Mean rating scores Fair Value 
Accounting does not significantly improve the 
comparability of the Financial Statements in 
Global context. 

M0 = 
3.54 

 The p-value is less than 0.05 meaning that H0 will be rejected and H1accepted. Thus, True Location of the 
sample is greater than 3. This means that most of the sample values are returning Agree or Strongly Agree. 
Thus, the Hypothesis 4 “Fair Value Accounting does not significantly improve the comparability of the 
Financial Statements in Global context...”, is rejected in favour of the alternate hypothesis. This leads to the 
conclusion that Fair Value Accounting significantly improves the comparability of the Financial 
Statements in Global context. 

Objective 1.4.8 – ‘To identify the issues that this concept would create for Corporate Governance and its 
components to deal with’ focuses on the shield that can protect us from the ill effects of the wrongful usage 
of this concept. Corporate governance is the first and foremost guardian of the smooth implementation of this 
concept. Accordingly, it is important to analyse whether there is sufficient awareness of this concept amongst 
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the reporting community. The classification on the basis of Membership category is overlooked here since as 
per Mann-Whitney U test, whether the respondent is in Industry or Practice does not make much difference 
in his opinion in case of the statements populating this segment. 

The Agreement Matrix is as below… 

Table - 7.5: Agreement Matrix for the statements related to Objective 1.4.8 

AGREEMENT MATRIX 
Based on turnover of the assignments 

handled 
TOTAL 
Agreed 

STATEMENTS 
< 100 
Crores 

100 Crore to 
500 Crore 

> 500 
Crores 

 Indian Corporates have developed the suitable 
structures of Corporate Governance to ensure 
the most transparent and efficient applicability 
of Fair Value Accounting. 

60.00% 60.00% 45.00% 54.00% 

It would be easier to identify the responsibility 
of the particular person while justifying the 
Fair Valuation. 

29.00% 35.00% 45.00% 37.00% 

Audit Committee shall be able to ensure better 
internal controls after the adoption of Fair 
Value Accounting. 

48.00% 71.00% 54.00% 58.00% 

Auditors shall be able to synchronise 
effectively with the Corporate Finance 
departments of the companies to agree upon 
the adopted Fair Values. 

57.00% 73.00% 46.00% 58.00% 

Independent Directors shall be able to 
comprehend the assumptions and 
computations adopted to arrive at the Fair 
Valuation. 

41.00% 64.00% 36.00% 47.00% 

Necessary communication systems are in 
place in the companies, which will generate 
reliable and regular MIS. 

44.00% 48.00% 51.00% 48.00% 

Over all Corporate Governance shall succeed 
in improving the Quality of Earnings due to 
Fair Value Adoption. 

56.00% 45.00% 58.00% 53.00% 

Various components of Corporate Governance 
shall ensure that the subjectivity of the Fair 
Value shall not become a tool for 
manipulating the earnings, by the 
management. 

52.00% 46.00% 57.00% 52.00% 

Related to the aforesaid objective, Fifth Hypothesis was framed as the components of the Corporate 
Governance are significantly unprepared to face the practical issues of implementation. The Wilcoxon 
Signed Rank Test is considered as the nonparametric alternative of the one sample t-test. It is used to 
determine whether median of the sample is equal (or less than or greater than) to a theoretical value. The 
details of the tests were… 

The Wilcoxon Signed Rank Test of Median v/s Hypothesized Score 3 The components of the 
Corporate Governance are significantly unprepared to face the practical issues of implementation. 

Particulars 
Median 
Score 

Sample 
Size 

Calculated 
Value - V 

Significant 
P Value 

Hypothesized scores The components of the 
Corporate Governance are significantly unprepared 

to face the practical issues of implementation. m = 3 
n = 400 58101 2.2e-16 
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Observed Mean rating scores The components of 
the Corporate Governance are significantly 
unprepared to face the practical issues of 

implementation. 
M0 = 
3.34 

 The p-value is less than 0.05 indicating that H0 will be rejected and H1accepted. Thus, True Location of the 
sample is greater than 3. This means that most of the sample values are returning Agree or Strongly Agree. 
Thus, the Hypothesis 5 “The components of the Corporate Governance are significantly unprepared to face 
the practical issues of implementation” is rejected in favour of the alternate hypothesis. This leads to the 
conclusion that The components of the Corporate Governance are significantly prepared to face the 
practical issues of implementation. 

Objective 1.4.5 – ‘To study a reference manual for the relevant components of the Indian corporate’ was 
focused on the various stakeholders in the process of reporting and their relative understanding of these 
concepts. Audit committee, government, employees as well as management are the stakeholders who are 
expected to build over this paradigm and who, in turn, are supposed to use the financial reports so built. 
Their level of preparedness in the eyes of CA community is vital since a Chartered Accountant is mostly part 
of all these stakeholders, one way or the other. The classification on the basis of Membership category is 
overlooked here since as per Kruskal Wallis Test, whether the respondent is handling the assignments with 
turnover below 100 Crores, between 100 to 500 crore or above 500 Crore, does not make much difference in 
his opinion in case of the statements populating this segment. 

The Agreement Matrix is as under… 

Table - 7.6: Agreement Matrix for the statements related to Objective 1.4.5 
AGREEMENT MATRIX Based on membership Category TOTAL Agreed 

STATEMENTS In Practice In Industry 
 Management shall have better inputs for 

strategic decision making, upon adoption of 
Fair Value. 

70.00% 58.00% 64.00% 

It will become more difficult to comprehend 
the Financial Reports post Ind AS 

42.00% 51.00% 47.00% 

Employees shall need major up gradation of 
their knowhow, to adopt the Fair Value. 

79.00% 72.00% 76.00% 

Auditors are sufficiently prepared to assess 
the 'True & Fair' nature of the Financial 
Reports, based on Ind-AS 

44.00% 46.00% 46.00% 

It will be easier for the Government to 
identify the manipulation and discrepancies 
in Measurements based on Fair Value 

30.00% 45.00% 38.00% 

Related to the aforesaid objective, Sixth Hypothesis was framed as Fair value measurement concept is 
significantly useful to various stakeholders in the company. The Wilcoxon Signed Rank Test is considered as 
the nonparametric alternative of the one sample t-test. It is used to determine whether median of the sample 
is equal (or less than or greater than) to a theoretical value. The details of the tests were… 

The Wilcoxon Signed Rank Test of Median v/s Hypothesized Score 3 Fair value measurement 
concept is not significantly useful to various stakeholders in the company 

Particulars 
Median 
Score 

Sample 
Size 

Calculated 
Value - V 

Significant 
P Value 

Fair value measurement concept is not significantly 
useful to various stakeholders in the company m = 3 

n = 400 25784 
0.999 

Observed Mean rating scores Fair value 
measurement concept is not significantly useful to 
various stakeholders in the company 

M0 = 
3.34 
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The p-value is greater than 0.05. Consequently, H0 will be accepted. Thus, True Location of the sample is 
lesser than 3. This means that most of the sample values are returning Agree or Strongly Agree. Therefore, 
the Hypothesis 6 Fair value measurement concept is not significantly useful to various stakeholders in the 
company, is accepted. This leads to the conclusion that Fair value measurement concept is not 
significantly useful to various stakeholders in the company. 

7.3 FINDINGS OF SECONDARY DATA RESEARCH 
Researcher carried out another data collection and analysis activity in an effort to meet the objective To 
ascertain the impact of First Time Adoption on the select Indian Companies, specifically pertaining to Fair 
value Measurement. In this, research studied the financial reports of more than 50% of the companies 
populating Nifty 50 Index and adopting Ind AS, since April 2016. Researcher will study their Financial 
Reports of the Year 2016-17 and calculated the impact of Fair Value Measurement on the value of equity. 
Researcher also underlined different approaches adopted and choices made by different companies in the 
course of adoption. It was ensured that all the industries from Nifty 50 would find place in this research and 
even an intra-industry comparison was made. The implications of the research were as follows… 

Total a valuation increase, due to the implementation of Ind AS in the select Indian companies was 4.67% or 
Rs. 93,902 Crore. 

7.3.1 In case of all companies, save two, the valuation has increased. In case of Tata Steel, one of those 
companies, the reason is substantial decrease of Fair Value measurement of Property, plant & Equipment. 

7.3.2 Most of the companies have chosen to take benefit of exemption, given under Ind AS 101, not to 
restate the Business Combinations from retrospective effect. 

7.3.3 Most of the companies seem to be following the Historic cost valuation model, instead of opting to 
assess the property, plant & equipment at Fair Value. 

7.3.4 There is no sectorial consistency in the percentage impact of the Ind AS implementation or even the 
Fair value Measurement. Inherent subjectivity of the standards has led to the impact based on management 
choices, rather than systemic industry feature. 

7.3.5 The detailed analysis of reconciliation statements indicate that the impact is largely due to treatment 
to proposed dividends, reclassification of preference shares, etc. 

7.3.6 Ernst & Young (2017) undertook an analysis on quantitative impact of Ind AS applicability in BSE 
100 Companies (Actually 82, omitting financial sector) and arrived at the conclusion that 17 companies had 
negative impact to the tune of 35,067 Crore whereas 55 of them had positive impact of 1,34,404 Crore on 
Net Worth. Consequently, 35 companies found their revenue reducing by 40,908 Crore as opposed to 39 
with revenue rise of 5,285 Crore. Their direction of policy choices is interesting from following table… 

7.4 CONCLUSIONS OF THE STUDY 
From the above analysis done and the observation we can conclude the following: 

1. According to the perception of Chartered Accountants, Indian corporate is significantly prepared to deal 
with the emerging issues of Fair Value Accounting. 

2. Indian corporate possesses knowledge pertaining to the earlier experiences of the implementation of Fair 
Value Reporting, significantly. 

3. Indian Corporate Environment significantly possesses ability to provide necessary inputs for Fair Value 
measurement. 

4. Fair Value Accounting significantly improves the comparability of the Financial Statements in Global 
context. 

5. The components of the Corporate Governance are significantly prepared to face the practical issues of 
implementation. 

6. Fair value measurement concept is not significantly useful to various stakeholders in the company. 
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7.5 SUGGESTIONS 
7.5.1 Suggestions for Management 
1) Rigorous employee training needs to be undertaken. 

2) Matrix of Corporate Governance needs to be developed. 

3) Internal audit committee needs to be given specific task of assuring smooth fair value measurements. 

4) Objective criterions should be developed to choose third party valuation expert. 

5) Ratio Analysis is an effective tool of detecting the misuse of accounting policy. Regular ratio 
analysis and action based on discrepancy must be instituted. 

6) Special importance needs to be given to Ind AS compliant workforce while recruiting. 

7) Special studies need to be undertaken to study the relevant foreign model of fair value 
implementation, its success and/or failure. 

8) Proper Tax planning needs to be undertaken while defining accounting policy under Ind AS. 

9) Maximum disclosures, in simplest possible language and placed prominently in Annual Report 
should be offered to the consumers of the report. 

10) Wherever possible, management should make Fair value choices. 

7.5.2 Suggestions to the authorities 
7.5.2.1 Mere introduction of the global standards is not enough. Authorities, ranging from ICAI to MCA 
need to look in to malpractices as well as genuine errors that the stakeholders are facing in this process. 
7.5.2.2 Periodic feedback mechanism needs to be instituted. 
7.5.2.3 Small study groups and Experience Exchange meetings are required. 
7.5.2.4 Courses in implementation should be increased. 
7.5.2.5 The vigilance authorities within these institutions need to be strengthened. They should not be 
reactive, when the things go wrong but proactive, ensuring that the fair value measurements are judiciously 
carried out. 
7.5.2.6 Active initiative in spreading the basic knowledge of fair value, especially in investor community, is 
very important. 
7.5.2.7 Research Work in the field of Fair Value is still lacking. Most of the initiatives from the authorities 
are restricted to technicalities of the implementation. Approach reorientation is necessary. 
7.5.2.8 Government needs to work vigorously in developing vibrant, transparent and accessible markets for 
all the players. Only then applicability of Level One Input, Active Market Price shall be feasible. 
7.5.2.9 Maximum possible financial data, so long as it does not breach privacy, should be available on 
public platforms, especially digital ones. It is only then that the companies will be able to build their inputs. 
7.5.2.10 Taxation and Company Laws need to be amended facilitating smoother and seamless flow between 
reports for different purposes. 
7.5.2.11 Certain exposure to Historic Cost should be kept intact, so as to develop a reference point to fair 
value measurement. 
7.5.2.12 Forum for periodic interaction between professionals’ body, corporate entities, revenue authorities 
and judiciary need to be developed 
7.5.3 Suggestions to Academic Institutions 
7.5.3.1 Entire accounting field has undergone tremendous change. Sufficient overhaul of the syllabus, 
giving due weight age to Fair Value concept is necessary. 

7.5.3.2 Different course at various levels, such as Certificate or Diploma, need to be promoted and/or 
recognized by the Universities, if undertaken qualitatively by the private entities. 
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7.5.3.3 Early training about fair value measurement and possible career opportunities in it would be useful 
to college students. 

7.5.3.4 Authorized and in-depth researches need to be conducted further in this topic. 

7.5.3.5 Academic Institutions should be able to obtain assignments of study from the corporate in the inputs 
related to fair value. 
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ABOUT THE BOOK 

Fair value Measurement is an important concept with the nomenclature of IFRS, 
converged Ind AS. It has substantial implication in crucial areas like Business 
Combinations, Financial Instruments and Property, Plant & Equipment. It is important, 
not only to gauge the impact of this measurement system but also understand the 
challenges posed by it and the perception of those who are tasked with implementing it… 
Chartered Accountants. This books explores these challenges and also analyzes the 
perception based on their responses. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

 
 
 
 
 
 
 
 
 
 
 


