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The article discloses peculiarities of the methodology of determining the general influence of the first application of IFRS in the formation of financial statements
on the financial status of enterprises (improvement, deterioration or absence of changes in financial status). It also evaluates the preparation and reliability of
financial statements for the first time prepared with use of IFRS in order to identify systemacity or formality. The author substantiates the statement that those
enterprises whose financial status remained unchanged after the transition to the application of IFRS came from a formal position to transformational adjust-

ments and application of conceptual principles in the formation of financial statements.
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Y cmammi po3kpumo ocobausocmi MemoduKU 8U3HAYEHHS 3020/16HO20 BMAU-
8y nepwo2o 3acmocysaHHs MC®3 npu ghopmysaHHi iHaHcosoi 38imHocmi
Ha gpiHaHcosuli cmak nidnpuemcme (noAinweHHs, nozipwenHs abo sidcym-
Hicmb 3MiH (iHaHC08020 cMaHy). TaKO# HAOAHO OUiHKY Mid2omosKku ma 0o-
cmosipHocmi iHhopmayii hiHaHcosoi 38imHocmi, enepuie nid2omosneHoi 3a
MC®3, 3 Memoro suseneHHs cucmemHocmi abo gopmansHocmi. ObrpyHmo-
80HO MBepOMeHHs NPo Me, wo mi nionpuemcmea, GiHaHcosul cCMaH AKUX
30/1UWUBCA He3MIHHUM nicas nepexody Ha 3acmocysaHHs MC®3, nidiliwnu 3
thopmanbHoi no3uyii wiodo MpaHcghopmayiliHux KopuysaHs i 3aCMOCY8AHHA
KOHUenmyanbHuX MpuHyunie npu ghoopmysaHHi giHaHcosoi 38imHocmi.
Knroyoei cnosa: byxeanmepcoKuli 0bsiK, hiHaHcosa 38imHicmb, (hiHaHcosul
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n the historical perspective, Ukraine has defined the

European vector of development and international

integration in the field of economic relations, which
requires special steps towards the harmonization and
standardization of the accounting and reporting system
in accordance with IFRS. This testifies to the urgency and
need to scientifically substantiate issues related to devel-
oping in enterprises a system of accounting and financial
reporting in accordance with IFRS. One of the most ex-
pected results from IFRS application is to ensure clarity
and quality of financial reporting information, as well as
provide more complete information about the results of
the activities of enterprises. In general, the use of IFRS in
preparing financial statements by companies in Ukraine
has positive effects. It contributes to the creation of con-
ditions for the formation of reliable financial reporting
used by owners (founders), investors, banks, as well as
employees to determine the level of profitability, compet-
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3acadHlii b. A. MemoduKa oyeHKu enusHus npumeHeHus MCOO
Ha huHaHcosoe cocmosHue npednpuamuii

B cmameoe packpeimel ocoberHocmu memoduku onpedeneHus 0bwe2o enu-
AHUA nepeozo npumeHeHus MCOO npu hopmuposaHuu ¢uHaHcosol om-
YemHOCMU Ha (huHaHCoBoe cocmosHue npednpusmul (yay4weHue, yxyo-
WeHue uau omcymemeue umeHeHull hUHaHC08020 cocmoAHusA). Takxe
0aHa oyeHKa nod2o0moeKuU U A0CMOBEPHOCMU UHGOPMAYUU PUHAHCOBOL
omyemHocmu, enepgble nodzomosnerHol no MC®O c¢ yenbro ebiasneHuA
cucmemHocmu unu opmansHocmu. 060CHOBAHO ymeepxdeHue 0 mom,
Ymo me npednpuAMUS, YUHAHCOBOE COCMOAHUE KOMOPbIX 0CMAICA Heu3-
MeHHbIM rocse nepexoda Ha npumeHeHue MC®OO, nodownu ¢ popmaneHol
M03UYUU K MPaHCOPMAYUOHHLIM KOPPEKMUPOBKAM U MPUMEHEHUIO KOH-
UenmyasbHbIX MPUHYUMOS MPU (OPMUPOBAHUU PUHAHCOBOL omyemHoCMU.
Knrovesble cnosa: byxeanmepckuli yuem, uHaHco8as om4yemHocme, gu-
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itiveness, economic potential, investment attractiveness,
and financial position of entities.

Scientific research on adoption and application of
[ERS in different countries was carried out by the follow-
ing foreign scientists: L. Vallisov4, L. Dvorakova (2017)
[1], B. Ray, L. Xi and Sh. Lakshmanan (2015) [2], K. Ro-
manna, E. Setten (2009) [3], A. Alon (2012) [4], D. Pro-
chéazka (2015) [5], V. Muller (2014) [6], 1. Pascan (2015)
[7]. Also, the issue of adapting of the system of accounting
and financial reporting to IFRS through standardization
and harmonization is highlighted in many scientific works
of domestic scientists. In particular, V. Shvets notes that at
the current stage of Ukraine’s international integration in
the field of economy, attention has been focused on the
issue of unification of accounting, the main approaches to
which are harmonization and standardization [8].

L. Lovinska investigated the influence of European
integration processes on the development of account-
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ing and financial reporting in Ukraine and in her works
points to the need to improve domestic accounting stan-
dards in accordance with the trends in the development
of accounting in the globalized world and the needs of
national economy management [9].

In the process of analyzing the implementation of
[FRS in countries of the European Union and Ukraine,
R. Kuzina singled out the problems of their application,
among which there are the need for institutional mecha-
nisms for their development, implementation, and ob-
servance of application at all levels; resolution of issues
of their legal implementation in national practice; a clear
understanding of the scope of application at the national
level; solving technical issues that are related to the specif-
ics of IFRS themselves and national characteristics [10].

O. Kharlamova investigated the features of prepar-
ing financial statements under IFRS in times of crisis,
and also substantiated the influence of uncertainty on as-
sumptions, estimates and professional judgments used in
compiling IFRS-reporting [11].

In general, the considered studies express concern
that harmonization and standardization of the account-
ing system on a global scale takes place without regard
to historical national characteristics and specifics of the
activities of individual industries.

The aim of the paper is to develop a methodology
for determining the overall impact of the first-time adop-
tion of IFRS in the formation of financial statements on
the financial position of enterprises (improvement, dete-
rioration of the financial position, or absence of changes),
as well as for assessing the preparation and reliability of
information of financial statements prepared for the first-
time under IFRS (systematic or formal manner in prepar-
ing the first-time IFRS financial statements).

n opening statement of financial position is the
starting point for accounting under IFRS. In ac-
cordance with IFRS 1 “First-Time Adoption of
[FRS” [12], when preparing an opening statement, the
entity is required to adjust the financial statements, i.e.
apply the same accounting policies in the statement of
financial position and in all periods that are disclosed in
the first financial statements according to IFRS. In this
case, the accounting policies shall comply with each IFRS
effective at the end of its first reporting period, except as
specified in IFRS 1 “First-time Adoption of IFRS” (Fig. I).
When forming an opening statement of financial
position, the first-time adopter shall made the following
adjustments of the items:
+ recognize all assets and liabilities that are sub-
ject to recognition in accordance with IFRS;
+ remove all assets and liabilities that are not sub-
ject to recognition in accordance with IFRS;
+ reclassify the assets, liabilities and equity items
in the statement of financial position under
[FRS;
+ assess all assets and liabilities under IFRS.
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etrospective adjustments related to the change in

accounting policies when adopting IFRS should be

directly attributed to retained earnings at the date
of transition or to another item of equity. The above-men-
tioned adjustment procedures for the first-time formation
of IFRS financial statements will affect the structure, ratio
and value of assets, liabilities, income, expenses and eq-
uity elements. Thus we can conclude that the transition
to forming financial statements under IFRS will affect the
change in the financial position of enterprises. This thesis
will be laid down in further investigations of the formation
of the first-time IFRS financial statements by enterprises.
Since this process requires additional financial costs, some
enterprises demonstrate perfunctory and formal attitude
to the preparation of IFRS financial statements, which af-
fects the quality of information provided to users.

To analyze the impact of transition to IFRS on the
financial position, there was selected a totality of enter-
prises involved in the dairy industry of Ukraine, which is
one of the leading branches of the food sector. The dairy
industry is almost entirely focused on the domestic sup-
ply and consumer market, which somewhat mitigates the
influence of foreign economic factors on it and allows
investigating the financial position of enterprises regard-
less of their actions.

The choice of dairy enterprises is also due to the
low elasticity of demand for products, which in turn re-
duces the impact of the trends in their consumption and,
consequently, sales volumes. An important factor in se-
lecting dairy enterprises for the analysis was the fact that
a significant number of enterprises are public joint-stock
companies, which, in accordance with the requirements
of national legislation, were obliged to form their finan-
cial statements under IFRS starting from January 1, 2012.

Thirty public joint-stock companies of the dairy in-
dustry, which are located in different regions of Ukraine,
were selected for a representative sample. The information
base for implementing the impact of transition to IFRS on
the financial position was the official financial reporting
of these enterprises posted on the website of the National
Commission on Securities and Stock Market of Ukraine
(www.smida.gov.ua). Starting from 2012, all enterprises in
the totality indicate in their financial statements that they
have been formed in accordance with IFRS.

The main task in the context of this investigation
is to establish how well the enterprises were prepared to
forming financial statements in accordance with IFRS
and how scrupulous they were about it. An analysis of
changes in the indicators of financial position after the
transition to forming financial statements under IFRS
will allow to make appropriate conclusions.

The methodological approach to calculations was
based on the principles of financial analysis, in particular,
the index method was used, within which it was decided
to assess the relative changes in individual indicators of
financial position before the transition to IFRS and after
the date of transition.
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Exceptions to IFRS requirements
when applying a retrospective
approach

/

MANDATORY

— Formation of accounting estimates

— Discontinuation of recognition of
financial assets and liabilities

— Hedging accounting

— Accounting for assets held for sale and
discontinued operations

— Some aspects of non-controlling share

accounting

— Classification and valuation of
financial assets

— Accounting for state loans

T~

VOLUNTARY

— Business combinations

— Fair value or revaluation value of non-
current assets

— Employee benefits

— The total difference from the conversion

of accounts from one currency to
another

— Convertible financial instruments

— Investments in subsidiaries, associates
and joint ventures

— Assets and liabilities of subsidiaries,
associates and joint ventures

— Classification of previously
recognized financial instruments

— Share-based payment

— Insurance contracts

— Obligations for retirement of assets and
restoration of sites included in the value of
assets

— Leases

— Initial valuation of financial assets and
liabilities at fair value

— Borrowing costs

Fig. 1. Grouping exceptions when applying the retrospective approach to the formation
of the first-time IFRS financial statements

Source: compiled by the author based on [12].

For the analysis of the impact on the financial posi-
tion of selected enterprises, 10 indicators were selected:

Total assets (IFRS) 1)
Total assets (NASU)’

where NASU is National Accounting Standards of
Ukraine.

1. Total assets index =

Equity (IFRS)

Equity (NASU)’
Non-current assets growth index =

3. Non-current assets (IFRS) (3)
" Non-current assets (NASU)’

2. Equity growth index = (2)

Current assets growth index =
4. Current assets (IFRS) (4)
Current assets (NASU)’
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Total coverage ratio index =
5. Current assets/ Current liability (IFRS)

" Current assets | Current liability (NASU)’

Absolute liquidity ratio index =
6.  Cash/ Current liability (IFRS)

" Cash/ Current liability (NASU)’

Equity to total assets ratio index =
7. Equity/ Total assets (IFRS)
Equity |/ Total assets (NASU)’

Leverage ratio index =
8. Equity/ Borrowed capital (IFRS)
Equity /| Borrowed capital (NASU)’

(5)

(6)

(7)

(8)
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The share of fixed in total assets index =
9. Fixed assets/ Total assets (IFRS) 9)
Fixed assets | Total assets (NASU)’

Bankruptcy prediction index =
10.  (CA+FE)—(CL+FI)/TA(IFRS)
(CA+ FE)—(CL+ FI)/ TA (NASU)’

(10)

where CA denotes current assets; FE — future expenses;
CL - current liability; FI — future income; TA — total as-
sets.

'I'o perform calculations of the relevant indexes of

indicators, a sample of relevant items in the finan-
cial statements of 30 enterprises of the Ukrainian
dairy industry was made.

In order to obtain the overall impact of transition
to IFRS, it is proposed to use an integral index that will
combine the trends of individual indicators and serve as
a universal indicator for assessing the approach to IFRS
financial statements. The integral index of the impact of
transition to IFRS is constructed by the method of aver-
ages, which implies generalizing the individual values of
signs by the average value that characterizes the set of
phenomena and is a typical sign of a feature in this set.
The use of an average arithmetic value is recommended
for the development of an integral index of the impact of
transition to IFRS on the financial position.

Evaluating the analysis results of the impact of IFRS
application was carried out in the following areas:

+ determining the overall impact of transition to
[ERS in the preparation of financial statements
on the financial position of enterprises (im-
provement, deterioration or lack of changes in
the financial position);

+ assessment of the preparation and reliability of
the information in financial statements of first-
time adopters of IFRS (consistency or formality
in the preparation of the first-time IFRS finan-
cial statements).

Regarding the results of the analysis of the first
area, if the value of the integral index of the impact of
[FRS application is less than one — this indicates deterio-
ration in the financial position of the enterprise, if more
than one - the financial position improved after the tran-
sition to IFRS. In case if the value of the integral index is
equal to one — the transition to IFRS in the formation of
financial statements in no way affected the indicators of
the financial position of the enterprise.

As for the second area of evaluating the results of
analyzing the impact of IFRS application on the forma-
tion of financial statements on the indicators of the finan-
cial position of enterprises, any deviation of the integral
index from 1 indicates that there are certain adjustments
to the items of financial statements in preparation of the
first-time IFRS financial statements. If the integral index
is equal to 1, there is a high probability of a formal ap-
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proach to the formation of the first-time IFRS financial
statements.

The results of experimental calculations of the
integral index of the impact of IFRS application on the
financial position of enterprises of the dairy industry in
Ukraine are presented in Fig. 2.

It should be noted that based on the results of the
analysis of the impact of IFRS application on the forma-
tion of financial statements, the financial position of five
enterprises (PJSC Zolotoniskyi Butter Plant, PJSC No-
vokakhovskyi Melted Cheese Plant, PJSC Bashtanskyi
Cheese Making Plant, PAT Vilnianskyy Maslozavod, PAT
Svitlovodskyi Maslosyrkombinat), representing 20% of
the totality of the enterprises under study, has improved.

However, there were nine enterprises (PJSC Ostroz-
kyi Dairy Plant, PJSC Chernihiv Dairy Plant, PAT Khrys-
tynivskyi Molokozavod, PAT Shpolyanskyi Molokozavod,
PJSC Borshchiv Cheese Factory, OJSC Irkliyiv Butter and
Cheese Making Plant, PAT Yahotynskyi Maslozavod,
PAT Zhashkivskyi Maslozavod, PAT Horodyshchenskyi
Maslozavod), representing 30 % of the totality, whose
financial position after the introduction of IFRS for the
preparation of financial statements deteriorated.

value of the integral index of the impact of IFRS ap-

plication on the preparation of financial statements
on the financial position of enterprises is approximately
equal to one, indicating that there is no significant effect
on the indicators of the financial position (Fig. 3).

For half of the totality of enterprises (16 ones), the

CONCLUSIONS

The results of assessing the impact of IFRS applica-
tion on the formation of financial statements based on
the indicators of the financial position of enterprises give
reason to assert that any deviation of the integral index
from lindicates the existence of certain adjustments to
the items of financial statements in the preparation of the
first-time financial statements under IFRS.

Thus, using the proposed methodology for assessing
the impact of IFRS application on the financial statements
of the enterprises of the dairy industry in Ukraine, it can
be assumed that the enterprises whose financial position
remained unchanged after the transition to IFRS were not
scrupulous regarding transformational adjustments and
application of conceptual principles in the formation of
financial statements in accordance with IFRS. u
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Fig. 2. Integral index of impact of IFRS application on the financial position of enterprises

Source: developed by the author.

Financial
position
has improved
(20%)
Financial ]
position
has not changed
(50%) —_—

Financial
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deteriorated

(30%)

Fig. 3. Results of assessing the impact of IFRS application
on the financial position of enterprises

Source: developed by the author.
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