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ABSTRACT

This paper introduces new theoretical argumentsxjgain how institutional pressures influence decis to
adopt IFRS voluntarily. Through recourse to aniingbnal theory context, we combine the analytié@mework
proposed by Oliver (1991) with the concept of ingtbnal logics, and apply this framework to theafincial accounting
field for the first time. This combined model shotwsw multiple forms of rationality constrain comgaresponses to
pressures to adopt a new accounting regime. Thdy $bcuses on the methods and methodology fombasurement of
formal accounting convergence. Single standard<lastered according to their convergence levelicwimay indicate
further convergence emphasis. The results revealthiis new method can measure the convergence déWAS with
IFRS more clearly and informatively. Prevailing tingional logics are shown to provide importansights to the
decisions of companies to adopt IFRS voluntarilye @Waw on our results to contend that a compamgsiascence to
institutional pressures to adopt IFRS occurs nbisténding that they can also contemplate moreastiategies (through

decoupling)
KEYWORDS: Formal Accounting Convergence, Measurement, F@iagtering Analysis, IOSCO

INTRODUCTION

The globalization of the world's economy has irebly resulted in efforts to establish a single afetinancial
reporting standards, which is considered the patladhieving accounting convergence globally. In M2GOO, the
International Organization of Securities Commissi@i©®©SCO) completed the assessment of the Interra@tiAccounting
Standards Committee (IASC) core standards, inctudiveir related interpretations (the 1ASC, IAS2Q0Members of
IOSCO were encouraged to use the IASC standargseoare their financial reporting for cross-bordéferings and
listings, supplemented where necessary to addrgstanding substantive issues at a national oonagjilevel, or to use
waivers of particular aspects of IASC standard$evit requiring further reconciliation under exceptl circumstances.
In 2001, after its reconstruction, the Internatiofhacounting Standards Board (IASB) adopted objextifor developing
and promoting the use and rigorous application afirgle set of global accounting standards. Degiée progress,

significant differences from IFRS still exist in manational accounting systems.
STATEMENT OF PROBLEM

In last few years, because of emergence of theafjlebonomy and growing integration of world’'s capit

markets, financial reporting has undergone sigaificchanges. Many market participants are consigesihether it is
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possible or desirable to move toward a single” gliybaccepted financial reporting standard” so tihaise entities’ can

speak a uniform global “ language” for financieporting.

The need to converge to an international repodiagdard gives an opportunity for Indian real estampanies

to align their own accounting standards this mayetaual effects.

In one hand it makes reporting universal for thenpanies more so for Indian. Real estate companfesev
interest of foreign investors is increasing day day. Migration to new reporting standard will bridpout certain
differences in terms of reporting but the oppotiesi gained by the convergence should offset thédtions. With this

point, effort has been made to go through studyrtpact of IFRS on Indian real estate .
NEED FOR THE STUDY

International Financial Reporting Standards the R® aims to make international financial reporting
comparisons as easy as possible because eachycbastits own set of accounting rules For exampl&. GAAP is
different from Canadian GAAP and both are far afrarn Indian GAAP. Synchronizing Accounting Stardieacross the

global is an ongoing process in the Internationadd\inting community.

A set of International Accounting and Reporting retards that will help in harmonizing company Firiahc
Information improves the transparency of accounteugd ensures that investors receive more accarateconsistent
reports and attempts by International Accountingn8ards Board (ISAB) between 1973 and 2001 wergmkted as

“International Accounting Standards".

India today has become an international economigefdndian companies have surpassed in severarseaf
the industry which include, ITES, software, Pharendizal, Auto Spares to name a few. And to staw ésader in the
international market, India opted the changes &dn® interface Indian stakeholders', the inteomati stakeholders' and
comply with the financial reporting in a languadmttis understandable to all of them. In responsth¢ need several
Indian companies have already been providing tie@ncial statement as per US. GAAP / or IFRS oluniary basis.

However this is becoming more of a necessity thish jbeing a best practice.
OBJECTIVES OF THE STUDY

e To solicit opinion from Management and Stakehold#rReal Estate Industry about IFRS, and its imjacthe
Andhra Pradesh Estate, India.

e To make a study of the impact of IFRS on Real Estadustry (pre and post IFRS convergence).

» To examine the impact of IFRS on Liquidity Ratibsyerage Ratios, average Ratios and Profitabilatid® and

Management cinchy Ratios.

» Survey the attitudinal perception of Management stodkholders of Indian Real Estate Companies amiibg

regarding convergence to IFRS
SCOPE OF THE STUDY

The, scope of the Study is confined to examineithgact of IFRS on Indian Real Estate Industry, Aradh

Pradesh only. Other sectors have not been takéimeastudy areas would be vast and implications @véal different to
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different sectors.
RESEARCH HYPOTHESES

In the backdrop of the objectives of the study, filowing hypotheses have been tested with regarbhdian

Real Estate sector, Andhra

HO: There is no significant impact on business depisioIndian Real Estate Companies after convergémce
IFRS.

HO1: Convergence to IFRS has no impact on Liquiditiosaof Real Estate Companies.

HO2: Convergence to IFRS has no impact on Solvencysati Real Estate Companies.

HO03: Convergence to IFRS has no impact on CoveragesrafiReal Estate Companies.

HO4: Convergence to IFRS has no impact on Profitghilitios of Real Estate Companies.

HO5: Convergence to IFRS has no impact on Managemécieety ratios of Real Estate Companies.

HO6: The management of Real Estate Companies is niaivebgbiased towards the convergence to IFRS
RESEARCH METHODOLOGY

The purpose of this study is to provide empiricadence of the impact on the financial ratios ofiém real
estate companies due to transition to IFRS. Comgdihancial ratios computed under IFRS with thobgained under

Indian GAAP requires Financial Statements prepareter both the standards.
The effect of conversion is seen by examining fiffer@nces in financialstatements pre and post eggence.

Firstly, all the companies that form part of BSEaRe Index and qualify for these standards arenakdter the
difference between Revenue figures pre IFRS comver and actual cash flow from customers was ekl the same
difference percentage was used to calculate tHereifce in Earnings before Depreciation, Interewt #iax (EBDIT)
margin. Data was collected from audited financtatesnents prepared under Indian GAAP for the adbogiperiods

2008 to 2012. All information has been taken frowneycontrol.com.

Based on the objectives and hypotheses for they shedpresent research is based on the use ofskotindary
and primary of information. The study is undertaki@mugh data collection method using a well-desthand structured

guestionnaire and the data for the present studyllisd our from both primary and secondary sources

Since the financial statements under IFRS haveetdbeen prepared by Indian Real Estate Compaamegirical
research has been carried out on the changesure§idgn terms of new recognition principle and otingpacts had been
compared. Further, statistical significance of thiferences is tested. Similar process was appieedhvestigate the

differences in the Financial Ratios.
Sample Plan and Size

The sample for this study is taken to from BSEtyeaddex. It constitutes the exhaustive list of d@mpanies

from which all 11 companies are taken except Sunaddwse Net Worth is less than 1000 crores ancetbex does not
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need meet the IFRS convergence criteria. Using exence sampling technique, employees working & fthance
departments, and top level management constitufie@@s and CFOs, promoters, Auditors, Consultants)k8aand
Financial Institutions and others who are directlyindirectly connected to the Real Estate Industeye approached and

consulted for this study. For the questionnaireayrN=258 respondents from those eleven compaveées selected.
Period of Study

The research was conducted by considering thertuatalata for a period starting from 2011 and agdiith
2015.

FINDINGS
IFRS will impact all the areas of your businessebellow:

IFRS has impact on Liquidity ratios, Solvency rati€Coverage ratios, Profitability ratios and Mamagat efficiency
ratios

CONCLUSIONS
Steps in implementing IFRS as a high level appr@aetas bellow
STEP 1- REVIEW YOURBUSINESS
STEP 2- IDENTIFY THE IFRSTHAT WILL HAVE MATERIALIMPACT
STEP 3- DETAILED ANALYSIS
REFERENCES

1. Amir, E.T.Harris and E. Venuti (1993) A comparisoh the valuc relevance of Us versus Non US GAAP

Accounting measure using Form 20F reconciliatidosirnal of Accountin Research 31(supplement):28@- g

2. Ball R. (2008), "What is the Actual Economic Rolef &inancial Reporting” available at http:/
/ssrn.com/abstract=1091538.

3. Benzacar, K. (2008), "IFRS-The Next Accounting Ration" AMA Management publication.

4. Brian B. Stanko& Thomas L. Zeller(2010), Arrival O New GAM'" International Financial Reporting
Standards, Journal of Business 86 Economics Rdse&@ctober, 2010 Volume 8, Number 10.

5. Capkun V. Jeny A.0 Jeanjean T. and Weiss L.A (20@arnin s management and value relevance duheg t

Mandator;g

6. Transition from Local GAAP to !FRS in EuropianUniope" available at http: / / ssrn.com/abstract=T185
retrieved on 5 August 2010. Concept paper on Cgavrere to IFRSs in India, ICAL

7. Br. Ghosh T. P., Pan 2010), —IFRSs Adoption indndi Review of Regulatory and Accounting Issuesirdal
of Company Secretariat.

8. Epstein, Barry J. and Eva K. Jermakowicz(2007), [HRS are Coming! International Accounting Convercgs

Implications for Securities Lawyers and Other Psefenals. Bloomberg Law Reports Securities Law, YpNo.

Index Copernicus Value: 3.0 - Articles can be sernb editor@impactjournals.us |




Impact of Adoption of International Financial Reporting Standards 11
on Business Decisions in Andhra Pradesh State ofdia

29 (Featured Article).

9. Hope O.K. "in .d Karig (2006), Empirical Evidencen durisdictions that Adopt IFRS available at hap://
ssrmco08/abstract=751264 .

10. IFRS: Developing a Roadmap to Convergence, KPM@ ,(&tarch 2008).
11. International GAAP® 2009 by Ernst and Young. puintid by Wiley.
12. International Financial Reporting Standards (IFR$akxman Publications P Ltd.

13. Journey to IFRS, Confederation of Indian Industryabkovvicz, Eva K., and Brian McGuire (2002), Rulssed
versus Principles-Based Accounting Standards: Bateimpact on Financial Reporting, Perspectivetusan
2002, ppl4-16.

14. Lantto A.M and Sahlstrom P (2009), Impact of Inggional Financial Reporting Standard Adoption oryKe
Financial Ratio%Accounting and Finance, Vol.. 49,341-361.

15. Lantto A.M (2007), Does IFRS improve the usefulneséccounting information on code law country, dable
at hoop//Ssmcomiabstract=905218 retrieved on 1QusL010

16. www.indianrealestateforum.com
17. www.econoywatc.com

18. www.business-standard.com
19. www.mcagov.n

20. www.sebigov.in

21. www.bse.com

22. www.nse.com

23. www.icai.org

24. MM. plan investbuild .com
25. www.credai.org

26. www.indianrealtynews.com
27. www.livemint.com

28. www.evalueseve.com

29. www.marketpublishers.com
30. www.kpmg.com

31. V. w.naredco.in

Impact Factor(JCC): 1.5432- This article can be dowloaded from www.impactjournals.us







