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Abstract: Financial reporting is a process of documentation, publication, and communication of a
company’s financial performance to its stakeholders for a given period. In recent decades, there have
been major changes due to regulatory frameworks, global competition, technological changes, and
increasing expectations of shareholders. In the post-industrial era, the use of computers in the
accounting process has significantly transformed the accounting profession. Computers have enabled
accountants to automate many manual accounting activities, making them faster and more accurate. This
paper examines many major recent trends in financial reporting and their effects on the overall
presentation of Profit & Loss and Financial position of the company. These trends include global
convergence towards International Financial Reporting Standards (IFRS), Value Added Statements,
Social Balance Sheet and Social Profit & Loss Account, Human Resource Accounting, Fair Value
Accounting, Artificial Intelligence integration and Block chain technology. There are some benefits to
these trends, such as comparability, easy decision-making, and transparency, but there are also some
challenges, such as cyber-attack risk and data reliability issues. This paper concludes that how new
emerging trends will affect future financial reporting frameworks.
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I. INTRODUCTION
Financial reporting is crucial for financial decision-making in capital markets for investors when they have to decide
whether to invest in a company’s shares. Financial Reporting serves important information regarding the financial
performance and financial position of a company through statements such as the Balance Sheet, Profit Loss Statement,
Cash flow statement, using the double entry system, accrual concept, and historical cost approach.
However, with recent changes such as economic globalization, technological innovations, and active participation of
investors, we need much closer insights into a company’s activities, the risks involved, and real-time access to all
financial data related to the company. For this reason, financial reporting is now not only limited to a compliance-based
system but also a strategic decision-making tool designed to enhance financial transparency.
Financial Reporting provides vital information about the economic resources of the entity, claims against the entity, and
changes in those resources and claims. It also assesses the amount, timing, and uncertainty of future net cash flows and
management’s approach towards this. However, with recent global changes, investors require clearer information for
better decision-making.

II. REVIEW OF LITERATURE
Financial reporting has undergone substantial evolution due to globalization, regulatory changes, and rapid
technological advancements. Recent literature underscores a transition from traditional, compliance-based reporting to
a more transparent, technology-driven, and stakeholder-oriented framework.
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Traditional accounting, which relies on historical cost, has long been regarded as reliable; however, its limitations in
reflecting current market realities have been extensively discussed. Contemporary studies highlight the increasing
relevance of fair value accounting.

According to Khan et al. (2021), fair value accounting enhances decision usefulness but introduces volatility and
estimation challenges.

The global convergence of accounting standards remains a critical area of research. The adoption of IFRS has been
extensively studied for its impact on financial reporting quality. Daske et al. (2020) found that IFRS improves
comparability and transparency across countries, thereby attracting foreign investment. In India, convergence with Ind
AS has been analysed by Gupta and Sharma (2022), who concluded that it has improved disclosure quality but
increased compliance complexity.

Technological transformation is one of the most prominent trends in recent literature. XBRL has significantly improved
financial data accessibility and comparability. Perdana et al. (2021) highlighted that XBRL adoption reduces
information asymmetry and enhances investor confidence. Furthermore, blockchain technology is gaining attention for
its ability to ensure data integrity and transparency. Dai and Vasarhelyi (2020) noted that blockchain can revolutionize
auditing and financial reporting through real-time verification.

Artificial Intelligence (AI) is another transformative force. Appelbaum et al. (2022) found that Al enhances fraud
detection, predictive analytics, and automation in accounting processes. However, concerns regarding high costs,
ethical risks, and skill gaps remain significant barriers.

There is also a growing shift toward value-based performance measures. EVA and MV A have been widely discussed as
tools for measuring shareholder value. Bhasin (2021) emphasized that EVA provides a more accurate measure of
economic profit compared to traditional accounting metrics.

In addition, non-financial reporting has gained prominence. Integrated Reporting frameworks, as studied by Eccles and
Krzus (2020), incorporate environmental, social, and governance (ESG) factors, addressing limitations of traditional
financial reporting. Human Resource Accounting (HRA) continues to be an emerging area. Singh and Rao (2023)
highlighted the importance of recognizing human capital as a strategic asset, although lack of standardization remains a
key challenge. Despite these advancements, several challenges persist. Studies point to issues such as cybersecurity
risks, data reliability concerns, and the complexity of implementing advanced technologies. Overall, the literature
indicates that financial reporting is moving toward a more dynamic, real-time, and holistic system, but requires robust
regulatory support and technological readiness.

II1. OBJECTIVES OF THE STUDY
e To study the evolution of Financial Reporting Practices
e To examine the impact of Al, blockchain, and ESG disclosures on financial reporting quality and business
decision-making processes.
e To study the long-term effects of financial transparency initiatives on corporate sustainability and market
stability.
e To explore the future directions in financial reporting.

IV. RESEARCH METHODOLOGY
The study is based on secondary data, sourced from academic journals, books, ICAI and ICSI study materials, and
online resources including Taxmann and ClearTax. A descriptive and analytical research design has been employed to
investigate emerging trends and their implications.
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V. LIMITATIONS OF GENERAL PURPOSE FINANCIAL REPORTING FRAMEWORK
GENERAL PURPOSE FINANCIAL REPORTING:

e Do not provide all the information those existing and potential investors, creditors, and lenders need, such as
general economic conditions and expectations, political events and the political environment, and industry
growth or decline.

e [tis designed to provide financial information only on a historical cost basis.

e Do not provide information about the impact on society, employees, or other stakeholders.

Therefore, we see that there are many limitations that are the reasons for the emergence of new trends in the financial
reporting framework.

VI. EMERGING TRENDS IN FINANCIAL REPORTING FRAMEWORK
This paper explores some of the newly emerging trends and their impact on the financial reporting framework in the
21% century.

FAIR VALUE ACCOUNTING

Fair value accounting records assets and liabilities at fair value or current value. Traditionally, we record the assets and
liabilities at historical cost, that is, the price at which the transaction occurred, which seems more reliable and
appropriate in normal situations. However, when we need to make decisions or predict future cash flows, the historical
cost approach feels outdated. Both methods have their own advantages and disadvantages. FVA can significantly affect
financial statements due to market changes, whereas HCA is more stable as the value of assets or liabilities does not
change with market volatility. FVA is applied normally for financial assets like stocks and derivatives, while HCA is
applied for property, plant, and equipment. FVA is better for assessing risk and performance, but it is more subjective
and sometimes requires complex calculations. HCA is more reliable and stable, but sometimes we can make wrong
decisions based on this alone.

IFRS AND IND AS
This is one of the most significant developments in financial reporting. Due to global economic competition and
decreasing distances, the International Accounting Standard Board developed the IFRS for all nations as a single
financial reporting framework. Previously, in India, ICAI issued accounting standards, but by the time ICAI constituted
the Accounting Standard Board (ASB) to standardize financial reporting according to globally accepted rules and
regulations. The ASB formulated IND AS to align our accounting standards with global requirements and IFRS.
The guiding principles behind the formulation of IND AS for listed Indian companies and some other entities are as
follows:

e To maintain harmony between Indian and global accounting principles.

e Standardize practice for accounting cross-country transactions.

e To attract foreign investors to invest in the Indian capital market.

e A uniform financial reporting framework should be established to maintain transparency in financial

accounting.

VII. DIGITAL TRANSFORMATION AND EMERGING TECHNOLOGIES
As we know in financial accounting we do recording, posting and summarizing of financial data and there after we do
reporting through financial statements such as Trading Account, P&L and Balance Sheet. However, in recent years, due
to technological advances, the process of all such activities has transformed. Now a days foundational component of
digital financial reporting has been significantly changed by XBRL (eXtensible Business Reporting Language).
XBRL enables structured, machine-readable financial information that can be easily analyzed and compared by
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investors and regulators using software tools. Many jurisdictions now mandate XBRL tagging for financial statements,
facilitating automated analysis and reducing manual errors.

VIII. ARTIFICIAL INTELLIGENCE AND BLOCKCHAIN
In recent years, the use of artificial intelligence and blockchain in financial reporting has significantly increased. All
these factors enhance data accuracy, security, and transparency. Therefore, there is a lower chance of fraudulent
activities because of automation in data recording. The integration of artificial intelligence and blockchain in financial
reporting helps reduce manipulation in financial accounting. However, there are some limitations to this integration. A
company incurs high installation costs, technological complexity, and skilled professional manpower. Professionals
must now adapt to and become familiar with artificial intelligence-driven tools and blockchain systems.

IX. EVA, MVA AND GVA
ECONOMIC VALUE ADDED (MVA)
Economic Value Added (EVA) is a financial performance method by which we calculate the real economic profit of an
entity. EVA can be calculated by reducing the weighted average cost of capital from the net operating profit after tax.
When EVA is positive, there is a value addition for investors, and negative EVA shows the poor financial performance
of the entity.

MARKET VALUE ADDED

Market value addition is the difference between the market valuation of a company and the sum of the adjusted book
value of equity and debt. A higher MVA indicates that the company has created wealth for its shareholders. The main
aim of an entity should always be wealth creation for its stakeholders.

GROSS VALUE ADDED and NET VALUE ADDED

From an accounting perspective, gross value added is a broader concept than Net Profit. In the calculation of net profit,
we reduce all expenditures made to outsiders, including employees and workers, the government, and capital and loan
providers. However, when we calculate gross value added, payments to employees and workers, the government,
capital, and loan providers are not treated as expenditure, and we create a sense of belonging, and they work for an
entity with more capabilities.

Net Value Added is calculated by deducting depreciation from Gross Value Added. From an economic perspective,
NVA measures the real contribution of an entity to the economy of that nation. NVA refers to the wealth generated by a
firm after deducting depreciation from GVA. It gives us the total income available to be distributed among employees,
the government, capital providers, and retained earnings to be used for the future expansion of the business.

HUMAN RESORCE ACCOUNTING

In the traditional financial reporting system, there was no separate valuation for human resources. However, due to
changes in the global financial environment, human resources are also considered valuable assets for the organization.
Therefore, the value of human resources of an organization is also calculated by various methods, such as the historical
cost approach, replacement cost approach, and present value of future earnings. All these methods have their own
advantages and disadvantages. However, by valuing human resources, we create a sense of belonging among

employees.
Key Challenges and Future Directions
Area Main Challenges Likely Future Direction
Standards & | Complexity, overlap, costs, | Further =~ IFRS/ESG  convergence; clearer
content divergent interpretations guidance on intangibles, risk, sustainability
Technology Cybersecurity, data  quality, | Deeper XBRL, Al, blockchain; more real-time,
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skills gaps 3D, automated reporting
Assurance & | Assuring non-financial & ESG | New  assurance  standards and  auditor
audit data competencies

Figure 1 Key thematic trends, challenges, and future directions in financial reporting.
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