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INTERNATIONAL FINANCIAL REPORTING STANDARDS
VS. UKRAINIAN NATIONAL ACCOUNTING STANDARDS: THE
COMPARISON OF FINANCIAL RATIOS CASE STUDY

The purpose of the paper is to determine the differences infinancial ratios analysis under Interna-
tionalfinancial reporting standards (IFRS) and Ukrainian national accounting standards. The compara-
tive case study analysis offinancial ratios under both standards isperformed. The results confirm differ-
ences in such ratios as: profitability ratios, market to book value ratio, dividendpay-out ratio (increased
under IFRS); assets utilization ratios, price to earnings ratio andprice to book value per share ratio

(decreased under IFRS).
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Background. Financial statement analysis
(FSA) has always been a vital part of financial sci-
ence and practice. Today it becomes far more im-
portant for Ukraine due to the close connections of
Ukrainian economy to world markets. The 2008
financial crises showed that it is important to be
able to evaluate company’s financial performance
and activities properly and objectively in order to
estimate business risks. The differences in the
methodologies of FSA restrict companies and their
investors from performing the analysis correctly.
The crisis deterred companies’ financial positions
and the results of their business activities. It in-
creased the demand for the fair and transparent fi-
nancial statement reporting and analysis methodol-
ogies. As the result, in 2011 Ukrainian government
adopted a resolution on obligatory disclosure of fi-
nancial statements (FS) under the International fi-
nancial reporting standards (IFRS) for publicly
traded companies, banks and insurance companies
[4]. It aimed to provide more trustful financial da-
ta and, consequently, more reliable FSA results.
Now Ukraine confronts a unique situation: two dif-
ferent accounting standards are in force and the
question of their influence on FSA is in place.

The purpose of the research. The research ob-
jective is to compare results of financial ratios
analysis under IFRS and Ukrainian national ac-
counting standards (P(S)BO) in Ukraine in order
to determine whether differences in ratio values
exist. The following tasks were established: to
study international methodology of evaluating dif-
ferences in FSA results under different accounting
standards; to analyze and summarize the influence
of IFRS adoption on FSA results in other coun-
tries; to evaluate changes in ratios caused by switch
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from P(S)BO to IFRS in case of OJSC Myronivs-
ky Hliboproduct (Ukraine); to provide recommen-
dations and potential outcomes of IFRS implemen-
tation on FSA results in Ukraine.

Analysis of the contemporary sources and
publications. The diversity of FSA has been wide-
ly discussed in international literature [3; 5; 6; 7; 8;
9; 12]. Most authors conclude that differences in
the FSA are influenced by such factors as: 1) na-
ture of business ownership and financing system,
2) stage of economic development, 3) legal sys-
tems and business environment, 3) taxation rules,
5) culture, 6) history, age and size of accountancy
profession, 7) language. It is also highlighted in
the literature that diversity of FSA results may be
caused by the discrepancies in financial statement
data due to application of different accounting
standards and principles. This topic has become
crucial in the time of adoption of IFRS in Europe.
It has given arise to both theoretical and empirical
research of impact of such transition on FSA. De-
spite the fact that Ukraine commenced IFRS adop-
tion couple years ago, its impact on FSA has not
been researched. Ukrainian authors primarily con-
centrate on necessity of such adoption and its mac-
ro- and micro-level-outcomes [1; 2].

Explanation of the basic material. FSA re-
sults are strongly influenced by application of spe-
cific accounting standards and principles. That is,
if a company discloses FS under different account-
ing standards, there is a high possibility that the
numbers in some similar items in FS will differ.
Using both of these items separately in ratio or oth-
er type of FSA would lead to distinct results, and,
consequently, to different decisions of FS users
(investors, creditors, owners, etc.).



28

Nevertheless, there are some factors that facili-
tate unification of reporting standards as well as
FSA. First of all, it is functioning of various inter-
national institutions, such as the United Nations,
the International Financial Reporting Council, the
European Commission, etc. The second factor is
the globalization of capital markets and the need
for investors to choose foreign companies to invest
based on the results of FSA. Last but not least,
more and more countries interact and cooperate on
international level [3, p. 107]. These leads to the
harmonization - the process aimed at facilitating
and enhancing the comparability of FS produced
under different accounting standards [12, p. 519].
This facilitates the identification of the differences
between accounting standards as well as their com-
parability and helps to understand how these stand-
ards affect financial performance measures. Con-
sequently, IFRS are being presently adopted world-
wide to fulfill everything mentioned above.

Many foreign researchers, especially from
countries that have just adopted IFRS or that are
going to do so in the nearest future, studied the im-
pact of IFRS adoption on FSA and showed evi-
dence of differences in FSA due to different ac-
counting principles.

We have considered examples of such re-
search on the works of the following authors:
A-M. Lantto and R Sahlstrom (comparison of
Finland domestic accounting standards and IFRS)
[8, p. 341-361], 0. Duangploy and D. Gray (Jap-
anese-GAAP and US-GAAP) [5, p. 225-230],
and G. latridis (the UK GAAP and IFRS) [7,
p. 165-172]. The main aim of these studies was to
analyze the differences between financial ratios
calculated before and after conversion from do-
mestic accounting standards to IFRS; to test sta-
tistical significances of such differences and to
provide explanations for them.

The following methodology was used by the
authors. First, they tested the null-hypothesis that
there are no significant differences between the do-
mestic accounting standards and IFRS. As the sec-
ond step, a comprehensive database of FS informa-
tion prepared under both standards was created
(both for the same year). The number of companies
represented in the works depended on the ability to
find appropriate set of FS. For example, A-M. Lant-
to and P. Sahlstrom had a sample of 91 firms;
G. latridis - 241; and due to the limited data access
in Japan 0. Duangploy and D. Gray used FS of on-
ly 11 firms [5, p. 225; 7, p. 165-172; 8, p. 341-
361]. The researchers applied various techniques
to evaluate the transition to IFRS on financial ra-
tios. For instance, A-M. Lantto and P. Sahlstrom
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prepared the sign test and the Wilcoxon signed-
rank test, which were used to determine the exist-
ence of the difference before and after the conver-
sion to IFRS. G. latridis implemented logistic re-
gression analysis of dummy dependent variable
with two values: 1- for firms reporting IFRS-re-
stated FS and 0 - for the same set of firms report-
ing accounting figures under the UK GAAP [7,
p. 165-172]. The simplest tool - descriptive statis-
tics - was applied by 0. Duangploy and D. Gray
due to small sample [5, p. 225-230].

As it can be seen after literature analysis, one of
the difficulties that might occur is a lack of an ap-
propriate data. In our research, we faced the same
problem as 0. Duangploy and D. Gray [5] - there
were insufficient number of firms to analyze. In or-
der to test IFRS adoption on FSA in Ukraine, we
had two possibilities: to choose the data either
from companies that are obliged to present FS un-
der IFRS since 2012 or from the ones that conduct-
ed avoluntary switch to IFRS. The former were re-
stricted to publicly traded companies (banks and
insurance companies involve special type of FSA),
only one year of available observation and absence
of comparative statements under P(S)BO. That is
why our choice fell on early voluntary IFRS adop-
ters. However, there we faced the limitedness on
the number of representative firms for conduction
of econometric analysis and decided to research an
impact of IFRS adoption on FSA in Ukraine in the
form of case-study.

For this purpose OJSC Myronivsky Hliboprod-
uct (MHP) was chosen. The company prepares its
FS under IFRS since 2008 - the year that it started
to trade its shares at London Stock Exchange and
was obliged to present its FS under IFRS [10]. What
is more, MHP' FS under P(S)BO were simultane-
ously disclosed by State Institution 'Stock Market
Infrastructure Development Agency of Ukraine’ (till
mandatory disclosure under IFRS) [11]. The princi-
pal business activities of MHP are poultry, grain
growing and other agricultural operations (meat
processing, cultivation and selling, etc.). We started
with comparison of MHP FS items in statement of
financial position and statement of comprehensive
income under both standards. IFRS and P(S)BO
gave almost the same numbers in the balance sheet
(table 1); however, IFRS tend to show lower reve-
nue, operating profit and EBITDA amounts, while
increasing other earnings items.

Then we conducted ratio analysis under both
standards. We reached the following results:
almost all liquidity ratios are higher under IFRS,
except of accounts receivables turnover. What is
more, it is highly expected that cash ratio and
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accounts payable turnover would increase if the
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Table 2 Comparison o QISC Myronivsky Hliboproduct Main Financial Ratios under PSBO ad IFRS
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volatile throughout the years.
Due to inconsistency in expect-
ed and observed results we as-
sume that some further analysis
of IFRS adoption should be
made based on the wider sam-
ple of Ukrainian companies.
Foreign researchers also
state that capital structure and
solvency ratios showing debt
amounts (e.g. debt ratio or total
debt to equity ratios increase)
under IFRS, while the ones for
equity such as equity to total as-
sets decrease. MHP ratios con-
tradict it: debt ratios decreased
under IFRS, while equity ratios
increased. For analysts it is im-
portant to remember that com-
panies under IFRS are able to
capitalize some amounts of in-
terest, so it may decrease debt
ratio. On the other hand, re-
tained earnings generally are
higher under IFRS though in-
creasing equity ratios. So the re-
sults of these types of ratios
may be volatile due to the com-
pany's accounting policies and
its managers' decisions.
Furthermore, MHP exhibited
higher earnings per share under
IFRS, similar to the companies
examined in the foreign litera-
ture. Return on invested capital
ratios were not a case for research
in earlier works, providing no
benchmark. Overall, MHP return
on invested capital ratios are
higher under IFRS. Nevertheless,
it is hard to predict changes from
IFRS adoption for Ukrainian
companies, because both numer-
ator and denominator of these ra-
tios are highly influenced by
changes in accounting principles.
After conversion to IFRS the
profitability ratios in other coun-
tries increased, while asset utili-
zation ratios tended to decrease.
Except for one year, MHP
showed higher profitability and
lower asset utilization ratios un-
der IFRS. As the result, we can
conclude that profitability ratios
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are highly expected to grow, while assets utilization
ratios - to decrease.

The fair value orientation of IFRS has led to a
higher market to book value ratio under IFRS. Ra-
tios involving dividends are higher due to the high-
er profitability that is reported under IFRS enabling
firms to distribute higher dividends. Price to earn-
ings decrease because of higher profit in the denom-
inator. Our MHP results confirm these general as-
sumptions. Consequently, we could assume that un-
der IFRS market to book, dividend pay-out and
other similar ratios are going to increase, and price
to earnings and price to book ratio are expected to
decrease after IFRS adoption in Ukraine.

Conclusions and perspectives for the future
research. Our case study of MHP financial ratio
analysis under IFRS and P(S)BO confirmed the
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MDKHAPOAHI CTAHOAPTU ®IHAHCOBOT 3BITHOCTI TA HALLIOHA/bHI
CTAHOAPTU (MONOXEHHSA) BYXTANTEPCbKOIO OBIKY YKPATHW:
MOPIBHAHHA ®IHAHCOBUX KOE®ILLIEHTIB

MeTol0 Li€i CTAaTTi € BU3HAYEHHS BiAMIHHOCTel y (DiHAHCOBMX MOKA3HMKaX, 064YNCAEHNX 3a JaHUMK
Mi>KHapogHux cTaHgapTiB (iHaHCOBOI 3BITHOCTI Ta HauioHanbHWX CcTaH4apTiB (NONO>KeHb)
6yxranTepcbkoro 067iky. MpoBeAeHO NOPIBHANLHWIA aHai3 (DiHAHCOBIiXNOKA3HTiKiB 3a 060Ma cTaH4ap Tamu.
PesynbTaTy CBif4aTb NPOPO3BIXKHICTb Y TaKuX DiHAHCOBUX KOediLieHTax, AK NpMByTKOBICTb, PUHKOBA
Ta 6anaHcoBa BapTiCTb, BunnaTa AWBIAeHAIB (3pocTalTb 3a YMOBM BUKOPUCTaHHA MC®3),
BUKOPUCT@HHA OCHOBHUX 3ac06iB, LiHa-NpubyTOK Ta uiHa-6anaHcoBa BapTICTb Ha akuilo (3HUXKYHTbCA
3aMC®3).

KntouyoBi cnoBa: MibXHapoAHi ctaHfapTu iHaHcoBoi 3BiTHOcTi (MC®3), (iHaHCOBI MOKa3HUKW,
YKpaiHa, NopiBHANbHWUIA aHai3.
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