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ABSTRACT

Multinational companies are establishing their lmesises in the different sectors in India. Thes@ambusiness
firms are presenting financial statements as p&35, Indian GAAPs, USGAAPSs, Japan GAAP, etc.,aNiiw to avoiding
this kind of inconvenience, the accounting bodiemss the world are working towards a standard skegccounting
policies, valuation norms, and disclosure requiratse In this scenario, there is a requirement aisgition from Indian
GAAP to IFRS for India in all the sectors. An upaggreconomy on world economic map, India, too, detito converge
with IFRS by developing a standard called Ind Alse main purpose of this study is to identify tlatistically significant
differences between the Indian GAAP-based and IF#8d financial statements of companies in termfinahcial
statement items through the calculated financidlosa The analysis is based on the sample of 4rirdtion technology
companies that have voluntarily adopted IFRS rapgrtFinancial statements prepared as per IndianARAand IFRS
were obtained for a period of 6 years. The studgduthe Gray comparability index to analyze the tieta effect, the
Wilcoxon'’s signed ranks test, these help us totifyesignificant differences between Indian GAARd and IFRS-based

financial ratios, the study revealed that IFRS dilmphas effectively used by various IT listed canigs.
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INTRODUCTION

In the past, companies submitted their annual &iizds to regulators and banks as a mandatory disio as users
of these financial statements were few, with cedibeing a major stakeholder. Others are investonployees, customers,
and management. Employees were happy as long asvidre rewarded with good return; employees witkirtkalaries
and benefits; customers with quality product at petitive prices. The necessity to read financialeshents was never felt
by these stakeholders. Even, the focus of finarstatement was on providing financial informationstockholders and
creditors to measure management’s performancefaartdxation purpose. However, globalization hagg a new twist

to the financial market with a change in focus frisaditional stewardship to a broader stakeholdeuged fair valuation.
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The framework of IFRS also emphasizes that findriofarmation provided should help stakeholdersrtake economic
and other decisions. Today, doing business is nigtattractive but complex with a higher level apectations by various
stakeholders with different phases of economy d@ades of product/services. Business solutionspagth look simple
have taken manifold deliverables with shared goameces with various aspects, parties, compliand¢asdards etc. in a
multi-country focus of businesses. Investors &nays on the lookout for newer investment oppotiasiin any part of
the world, which would add value to them. Expangiémarkets internationally has deprived local camips of the home
market advantage. Even small and medium indusirie®xposed to competition, in and around the wdéndployees and
Customers take pride in identifying themselves wWitands. The reputation associated with good filsduneporting is more
when brands become associated with a company’s.nasnénancial statements are the means througlewbusinesses
communicate to these various stakeholders, tharesgent of a uniform system of financial reportingcame a necessity.
Supporters of International Financial Reportingn8tads (IFRS) consider that financial statemergpqured are to meet the
needs of various stakeholders.

Purpose of any financial reporting is essentiallygduce information asymmetry between corporateagers and
parties contracting with their firm. It is for camate managers to reduce this information asymnisstgyroviding transparent
financial reports. The IFRS framework IASB providesr principal quality features: relevance, reliié@y understandability,
and comparability. Information is said to have valgce only when it helps users in decision-makirag@ss by evaluating
various options. As users of financial statementaat have access to books and records based oh fifncial statements
are prepared, they depend on companies auditedcfaiastatements, which are presumed to be boidbfeland relevant.
To ensure the reliability and relevance of finahstatements, companies in the US frequently emfleytified Public
Accountant (CPA) firms to validate that the comgahifinancial information adhered to Generally Agtesl Accounting

Principles (GAAP).

International Financial Report Standards

International Financial Reporting Standards (IFBS) single set of accounting standards that theocate sector
should adopt to prepare and communicate finanefatination to the stakeholders across the worfeRS is designed as
a common global language of business affairs sothgafinancial statements are comparable and stafetable across
international boundaries. Financial statements éinatbased on common universal accounting prireip/d enable the

world to exchange and analyze financial informatioa meaningful manner. IFRS comprises of:
* International Financial Reporting Standards issafesr 2001
* International Accounting Standards issued befof¥20

* Interpretations originated from the Internationaddhcial Reporting Interpretations Committee (IFRISsued after

2001

+ Standing Interpretation Committee (SIC)- issuedré001
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India is one of the key global players, migrationERS will enable Indian entities to have accesBiternational capital
markets without having to go through the cumbersoaresersion and filing process. It will lower thest of raising funds,
reduce accountants’ fees and enable faster aceedbrhajor capital markets. Furthermore, it wikflitate companies to
set targets and milestones based on a global lagsarevironment rather than an inward perspecthdiah Government
has recently issued new Indian accounting stand@ndsAS) which are converged with IFRS. In a plihseanner, the
companies registered in India will be requiredesgnt their annual accounts according to new narithseffect from April

2016. Convergence with IFRSs" means adoption oSBR various Indian companies. In this study foduse the few IT

companies voluntarily adopted IFRS to regulatertfieancial performance.

REVIEW OF LITERATURE

Blanchette, Racicot, and Girard (2011) in theieegsh examined the impact of the adoption of IFR$quidity,
leverage, coverage and profitability ratios in mpke of companies seated in Canada. Survey reshitwed differences in
means, medians, and volatility in most financidgiosof companies. Pazarskis et al. (2011) examihedyossible impact
of the adoption of IFRS by Greek companies of ttiermation technology sector. The results of thegearch revealedthat
there was a statistically significant differencéycat margin ratios EBIT (increase) and a levenagi® (decrease). Dimitrios
et al. (2013) observed the probability of quantmadifferentiation in financial ratios due to teation from Greek accounting
standards to IFRS. The results of the researchathdhat both samples of companies do not havefigigni differences in
their behavior after the implementation of IFRSrZl,eOtkem and Sen (2013) They observed an incriabquidity and
profitability, but no significant changes in stowknover, current assets, and current liabilitleamke and Briggs (2014)
found that IFRS adoption caused a negative impadhe financial ratios when tested on the Nigelisted companies.
Pawel Punda 2011 study shown the result of tha¢ase in Profitability ratios, liquidity ratio natéess significant, but still a
quite substantial increase, and however, one madetd ratio (P/E ratio) noted slight decrease #fteconversion to IFRS.
The obtained results indicate that the increag®afitability ratios and a decrease in P/E ratie due to very high-income
statement profits under IFRS. A survey questiomnaly Richard D. Morris (2014) shows that the IFR&lementation
significantly reflects more respondents rated #fgcdlt, considerable, or serious, rather than asyeor little, items making
up General Issues with IFRS and Accounting IssDesthe other hand, significantly more respondestisdr as little, rather

than as significant, the items making up Capitatkdalmpact of IFRS and Benefits of IFRS.

Objectives of the Study

» - Tounderstand the concepts like IFRS, IGAAP andAsd

- To determine the impact of IFRS adoption and itsative uses on various IT industries

» - Toanalyze the adoption of IFRs among four IT coniggand ascertain itsimpact on financial perforoeasf com-
panies with the attributes of financial ratios ofrpanies balance sheet like Return on equity, N#it@nd Earning

Per Share Ratios.
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Hypothesis of the Study

H1 Ho: Transition to IFRS from Indian GAAP has mapiact on Return on Equity (ROE).

Ha: Transition to IFRS from Indian GAAP has an imipan Return on Equity (ROE).

H2 HO: Transition to IFRS from Indian GAAP has mapiact on Net Profit Ratio.

Ha: Transition to IFRS from Indian GAAP has an imipan Net Profit Ratio.

H3 HO: Transition to IFRS from Indian GAAP has mapiact on Earnings Per Share.

Ha: Transition to IFRS from Indian GAAP has an imipan Earnings Per Share.

DATA COLLECTION

The present study used the three IT companies yawiglro Infosys and TCs. Out of all the companiexking

in India, only IT companies which have voluntaidgopted IFRS in India have been selected for tdysPeriod of study

comprises of 6 years i.e

Data Analysis

. from 2010-11 to 2015-16.

The study used Gray’s comparability index or Grapdex of conservatism and Wilcoxon signed-ranist te

analyze the financial performance of IT companfesr dhe adoption of IFRs.

Table 1: Gray's Comparability Index- Wipro

Ratios | GAAP Mean IFRS Mean RIFRS*
Return on Equity 0.2259 0.2137 1.05719
Net profit margin 0.1713 0.1735 0.98748
Earnings per Share 28.9650 29.1267 0.99445

* GIC=1-(RIFRS-RGAAP

Table 2: Wilcoxon Sign Rank Test- Wipro

Ratio Z Sig.(2 Tailed)
Return on Equity -1.9920 0.0460
Net profit margin -0.5240 0.6000
Earnings per Share -0.7340 0.4630
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Table 3: Gray’'s Comparability Index - Infosys

Ratios | GAAP Mean IFRS Mean RIFRS*
Return on Equity 0.2508 0.2329 1.07649
Net profit margin 0.2374 0.2313 1.02648
Earnings per Share 119.235 121.52 0.98110

Table 4: Wilcoxon Sign Rank Test-Infosys

Ratio Z Statistic  Sig.(2 Tailed)
Return on Equity -2.2070 0.0270
Net profit margin -0.2010 0.0280
Earnings per Share  -0.1050 0.9170

Table 5: GIC on TCS

Ratios IGAAP Mean IFRS Mean RFRS
Return on Equity 0.3726 0.3443 1.08205
Net profit margin 0.2241 0.2266 0.98894
Earnings per share 82.1050 83.6233 0.98184

Table 6: Wilcoxon SIGN Rank Test TCS

Ratio Z Statistic  Sig.(2 Tailed)
Return on Equity -2.2010 0.0280
Net profit margin -0.1050 0.9170
Earnings per Share  -0.3140 0.7530

Result of the Study

GIC test on Wipro shows that comparison of IFRS E3WAP. net profit margin and EPs values lie betw@e95
and 1.05 , therefore the level of prudence areletuaase of Return on equity is greater thanltb&tefore IGAAP less
prudent than IFRS.

The study used the Wilcoxon signed-ranks test oprilt is shown that statistically significant tre variable
name is a return on equity ratio, it is not effeely influenced by the adoption of IFRs. In casetbfer attributes like EPs,
Net profit margin revealed that adoption of IFR&ffectively influenced those profitability ratios.

GIC test on Infosys shows that comparison of IFR& ISAAP. net profit margin and EPs values lie kedw 0.95
and 1.05, therefore the level of prudence areletjuaase of Return on equity is more thanl.08rdfore IFRS less prudent

than IGAAP.
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The study used the Wilcoxon signed-ranks test ésirs, the variables like Roe and shows that sl signif-
icant. it is not effectively influenced by the adiop of IFRs. In case of other attributes like EBgealed that adoption of
IFRS is effectively influenced those profitabilitgtios. Because it is not statistically significant

GIC test on TCS shows that comparison of IFRS @#AP. net profit margin and EPs values are less 1h@5, its
IFRS is greater prudent value than IGAAP. In thgecaf Return on equity ratio attainedmore thanltf&refore IFRS less
prudent than IGAAP.

The study used the Wilcoxon signed-ranks test os, Tige variables Roeindicated there is no stadiléic
significant among the variable. it is effectivehfluienced by the adoption of IFRs. In the casetb&oattributes like EPs
and Net profit margin ratio revealed that the aopof IFRS is not effectively influenced those fitability ratios. Because

it is statistically significant.

SUGGESTIONS

IFRS is considered a widely accepted set of acanyigtandards. Few IT companies in India haveetgrtiblishing
their financial results under IFRS voluntarily s2001. This study supports the literature onmiygeict of IFRS adoption on
accounting figures and key financial ratios of i@wompanies used by investors, creditors, anagtstsThe studyattempted
to attain objective to prove the adoption of IFRE #&s impact of financial performance of IT comjgan The study used the
profitability ratio to ascertain the influenceslBRs. It is revealed that influenced into the feaviables. The IT companies
should aware about the important of IFRS applicatisage in their financial statements. The studlydd to suggest that all

Industry employees should be trained for the adopf IFRS and to develop the financial growthtef tompany.

CONCLUSIONS

IFRS adoption requires providing more extensiverimiation, transparency, quality and control systefitompa-
nies get strengthened. Thus IFRS not only impacttitounting figures but also brings in changebiwithe organization
by strengthening their internal systems and prase$3verall the results indicate that adoptioragfv¥alue accounting and
strict requirement in adhering to accounting statisi@ave strengthened the financial figures andiged decision makers
a transparent, true and fair accounting pictureubih the initial cost involved in transition is higcompanies need to adopt

IFRS to participate in a globalized financial marke enable investors and other users of finarst&kements
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