Impact of International Financial Reporting Standards on the Profit and
Equity of AIM Listed Companies in the UK

Abstract

This study examines the extent to which the change from UK GAAP to IFRS has affected
companies listed on the Alternative Investment Market (AIM) in the UK. The results
suggest that, on average, profit reported under IFRS is higher than that reported under UK
GAAP; however, the difference is much smaller for AIM listed companies as compared
to what existing literature suggests for firms listed on main stock markets. The Gray’s
partial analysis results indicate that despite the extensive programmes for improving
convergence over time there is still a considerable discrepancy between IFRS and UK
GAAP.
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1. Introduction

The introduction of International Financial Reporting Standards (IFRS) has received
significant attention in both academic and non-academic literature. At the global stage,
these standards have become the most common set of financial reporting regulations, as
more than 120 countries use, or have permitted the use of IFRS for public reporting
purposes (IASPlus, 2011). The move towards the worldwide recognition of IFRS led the
European Union (EU) to pass a regulation in 2002, which requires all companies with
securities listed on EU Stock Exchanges to comply with IFRS in preparing their
consolidated financial statements from January 2005. As a result, it became obligatory for
all UK companies, listed on the main London Stock Exchange (LSE), to follow IFRS
with effect from January 2005. At the same time while adopting IFRS, the UK
Accounting Standards Board (ASB) on the recommendation of LSE, delayed its
implementation for AIM listed companies to January 2007. However, AIM listed
companies were given the option of adopting IFRS on voluntary basis with effect from
January 2005.

Alternative Investment Market has been a vital source of capital for a wide range of
companies. Since its establishment in 1995, it has experienced continuous growth and has
attracted both domestic and foreign investors. By the end of 2014, over 3500 companies
have used this market for raising over £90 billion for inspiring their operations and
growth (LSE, 2015). Thus by considering the key characteristics of AIM companies, such
as size, listing requirements, governance structure, and investor base, we argue that a
change from UK GAAP to IFRS has implications for these companies. Furthermore, UK
has maintained sophisticated accounting standards for several decades, and as IFRS are
largely principle-based rules, where there is an element of flexibility and judgement in the
interpretation and application of certain standards, an impact on UK companies is
expected. We therefore explore whether and how the adoption of IFRS has influenced the

profit and equity of AIM listed companies.

In this regard, evidence in the existing literature indicates that professional judgement in
the interpretation of various principles of accounting are partly influenced by a number of
factors such as, culture, education, training, legal and governance systems (see e.g.,
Chesley 1986; Doupnil and Richer 2003; Doupnick and Ricco 2006; Chand, Cummings,

and Patel 2012). As a consequence, a number of studies apply the Hofstede (1980)
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dimensions of culture and the subsequent application of these to accounting by Gray
(1988). Most of such studies, examine variation in the application of financial reporting
regulation across different countries and organizations suggesting that cultural differences
across nations would have a bearing on the interpretation of regulation and the financial
reporting practices of firms (see e.g., Radebaugh and Gray 2002; Nobes and Parker 2012).
Similarly, in the context of IFRS adoption and its consequences, Brown and Tarca (2005)
argue that variation in culture may affect the manner in which IFRS are used. In addition,
Chand et al. (2012) pinpoint the need for regulators to consider cultural factors and argue
that an absence of consensus about the numerical meaning of uncertainty expressions in
IFRS is likely to lead to inconsistency in the use of accounting standards across different

cultures.

It is therefore argued that before implementing a change in accounting system, regulators
and policy makers have to bear in mind the key elements of culture identified by Hofstede
(1980).! This is because it is expected that those countries and cultures which are
characterised by collectivism and secrecy (such as China, India, Japan, and many other
developing countries) would exhibit higher degree of power distance and uncertainty
avoidance, as compared to other cultures (such as US, UK, and Australia) that would
largely demonstrate traits of individualism and masculinity. It has also been argued by
researchers that preparers of accounts from a jurisdiction depicting secrecy (more
conservative) will use higher probability threshold in recognising assets and other items
that result in higher income, and a lower probability limit for the recognition of
obligations and transactions that reduce profit (e.g., Doupnick and Ricco 2006; Chand et
al. 2012). As a consequence, we empirically test as to how the transition from UK GAAP

to IFRS has affected the profit and equity of AIM listed companies.

The first-time adoption of IFRS (IFRS 1) was issued in June 2003 for facilitating the

transparency of the impact of the IFRS adoption process. It requires disclosure of profit

Hofstede (1980) identifies four different dimensions of culture as; power distance, individualism, uncertainty avoidance,
and masculinity. Under this framework, power distance is interpreted as gauging the level of equality or the lack thereof
in power distribution across institutions and organizations. Similarly, uncertainly avoidance relates to whether people in
a society attempt to manage the future by planning minute details without any flexibility or go with the tide. According
to Hofstede, societies with high uncertainty avoidance have rules, standardized procedures, and formal organizational
structures with little flexibility and tolerance to accommodate behaviours and opinions that differ from their own. In
addition, individualism refers the extent to which individuals are integrated into groups. Individualistic societies
typically depict the attributes of people concerned with themselves rather than the groups to which they may belong.
Finally, the masculinity dimension of culture explores the extent to which there is a preference for success, heroism,
achievement, and assertiveness in society. Based on Hofstede’s framework, UK for instance, would typically be
characterized by a high index value for individuality and masculinity, while a lower value for power distance and
uncertainly avoidance dimensions.
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and equity under both the new and old regulations. It also requires that ‘an entity shall
explain how the transition from previous GAAP to IFRS affects its reported financial
position, financial performance, and cash flows and should also include a statement
showing a reconciliation of the financial statements. Thus IFRS 1 adoption provides an
opportunity to measure the impact of the change, not just in one accounting standard, as
would normally be the case with regulatory change, but for the entire range of accounting
standards as it provides controlled and reliable data to evaluate the impact of the
introduction of IFRS on profit and equity of AIM listed companies in the year of
transition. In addition, EC Regulation No. 1606/2002 is considered as one of the most
significant changes in European financial reporting history and given that this regulation
is of much significance to the UK?, it will be appropriate to argue that until now few
studies have focused on the UK’s experiences with the new financial reporting standards.
This paper therefore examines the transition to IFRS of the UK based companies, listed
on AIM by analysing the reconciliation disclosures required under IFRS 1 and contributes

to the existing literature as follows.

First, we concentrate only on AIM listed companies which have never been investigated
before with respect to the implications of IFRS and given the importance of AIM as an
alternative market in the UK, we argue that this will be a useful contribution to the
literature. In addition, AIM listed companies are different from companies listed on the
main stock market due to their size, listing requirements, governance structure, and
investor base, and thus need a detailed investigation with respect to the adoption of IFRS.
Second, under the framework of positive accounting theory?3, we assume that managers of
firms will adopt accounting policy choices to enhance their self-interest with respect to
the disclosure of profit and equity under IFRS 1. Additionally, most of the previously
published studies in this area have either focussed on individual companies’ accounting
policy choice or on companies in general, by responding to a change in a single
accounting standard with a relatively narrow focus on the change in reported profit and
equity of companies. Our study takes advantage of the IFRS adoption by many
companies, and for all accounting standards, simultaneously, and investigates accounting
policy implementation and choice across a broad spectrum. This investigation considers

both the compulsory and voluntary adopters of IFRS. In addition, IFRS 1 disclosures

2 Over the years UK has maintained sophisticated financial reporting standards with the largest capital market in the
European Union.

3 Under the assumptions of Positive Accounting Theory, managers of firms will adopt certain accounting methods for
self-interest (Watts and Zimmerman, 1978).
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provide an opportunity for measuring the impact of change, for an entire range of
accounting standards at a common point in time and provide a unique opportunity for this

investigation within the framework of positive accounting theory.

Third, this study analyses the nature and extent of IFRS adjustments detailed in the
reconciliation statements required under IFRS 1. All individual adjustments in the
reconciliation statements, from IFRS 1, are grouped together according to the relevant
standards and are then expressed as a percentage of the total UK GAAP profit and equity.
This analysis would enable us to understand the nature of change in profit and equity of
the sample companies resulting from the implementation of IFRS. Fourth, we calculate
an index of conservatism for the sample companies through the application of Gray
(1980) index of conservatism techniques to the IFRS adjustments and identify whether
voluntary adopters experience a positive and material adjustment to reported profits
compared to mandatory adopters. This analysis would enable us to understand the motive
of voluntary adopters for the early adoption of IFRS and the implications of IFRS
mandatory adoption. Fifth, we evaluate the partial index results for individual standards
at the sub-sample level between voluntary and mandatory adopters and identify the
standards that create positive and material adjustment to the reported profits and equity of
our sample companies. This analysis would enable us to understand any material
differences between the full sample and sub-sample results caused by individual standards

and would thus help identify the theoretical reasons for the differences.

The results show that the effects of transition to IFRS by AIM companies are not as
significant as those reported in previously published studies for the firms listed on main
stock markets. In addition, voluntary adopters have shown more favourable adjustments
to their reported figures than forced adopters. We argue that the reported differences
could be due to the increased convergence or self-selection between the two standards,
because voluntary adopters could have used the differences between the two GAAPS
opportunistically for some potential gains (Watts and Zimmerman, 1978). The adoption
of IFRS has an average impact on UK GAAP based profit of about 6.66%, however, the
overall impact of IFRS on UK GAAP based equity figure is negative, insignificant and
less than 2 percent. The index of conservatism also shows that the impact of IFRS on

equity (compared to UK GAAP) is statistically insignificant for the sample companies.



The rest of this paper is organised as follows. Section 2 reviews prior literature. Section 3
presents information about the sample and research methodology. Section 4 provides
descriptive analysis of the percentage adjustments, arising from the IFRS adoption, to the
profit and equity of the sample companies. Section 5 and 6 presents the results of the
implications of IFRS adoption on the profit and equity derived from the application of the
Gray (1980) index of comparability. These two sections also highlight the outcome of
analysis resulted from the Gray’s partial index for exploring the impact of individual
standards on entities’ profit and equity. Finally, section 7 concludes this paper by
summarizing the main findings, pinpoints the main contributions, and provides

recommendations for policy making and future research.

2. Literature Review

After the European Union regulatory decision to adopt IFRS with effect from January
2005, all EU listed companies are required to produce reconciliation statements according
to IFRS1, (First time adoption of IFRS). This standard requires companies to explain the
differences from local UK GAAP to IFRS. As a result, a number of studies examine the
effects of IFRS on EU listed companies, explore the dissimilarities in financial reporting
following the adoption of IFRS and explain their reasons for the differences (see for
example, Ormrod and Taylor, 2006; Aisbitt, 2006; Christensen, Lee, and Walker, 2007;
Christensen, Lee, and Walker, 2009). In addition, different results have been reported for
the information produced under the mandatory transitional reconciliation statements
under IFRS 1, which indicate the inconsistency in the findings of previous literature in

this area.

In the UK, Aisbitt (2006) was one of the earlier attempts which investigated the potential
effects of IFRS on equity for a sample of listed firms. Using all FTSE 100 companies as
the study sample and considering their transition to IFRS?, the study finds little effects of
IFRS on equity. Similarly, Ormrod and Taylor (2006) examine the effects of IFRS on the
companies’ profit and equity for a sample of non-financial FTSE 100 companies. Their
analysis shows 39 percent increase in the overall profit and 23 percent decrease in equity

as compared to UK GAAP. Furthermore, Christensen et al. (2009) investigate the

4 Aisbitt (2006) notes that it is commonly believed that there would be insignificant adjustments to the reported figures
under the UK GAAP, as both IFRS and UK GAAP stemmed from the same Anglo-Saxon reporting mode. She
invalidates this presumption and argues that all these adjustments are dependent on individual cases and could vary
from company to company.
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reconciliation statement produced by UK companies and argue that the reconciliation
statement contains price sensitive information which is likely to affect firms’ value, and
managers would therefore try to delay unfavourable reconciliations and adopt different

strategies for the disclosure of information on their transition to IFRS.

Similarly, Stenka, Ormrod and Chan (2008) investigate the impact of IFRS on the profit
and equity of UK companies. By analysing a sample of 50 non-financial FTSE 100
companies, they document a positive adjustment to reported profit (34 percent) with a
negative adjustment (9 percent) to equity reported under UK GAAP. Their results also
indicate that the largest single positive adjustment to profit was due to the change in the
treatment of goodwill under IFRS 3 (18 percent) whereas the largest negative adjustment
reported was due to employee benefits. Furthermore, while investigating the impact of
disclosure under IFRS 1, in the UK, Italy and Ireland, Dunne et al. (2008) show positive
and negative adjustments to profit and equity respectively and document that on average,
net equity decreased under IFRS as compared to the figures under local GAAP in the
three countries. Moreover, Horton and Serafeim (2009) show that data in the
reconciliation statements under IFRS 1 convey new, timely and value relevant

information about UK companies.

In line with the above studies, Fifield et al. (2011) examine the extent and nature of IFRS
adjustments to reported profit and equity for a sample of UK, Irish and Italian companies.
Their results reveal positive adjustments to the sample companies’ profits, however the
adjustment to the profit reported under UK GAAP was significantly higher than that in
Ireland and Italy. They argue that the increase in profit for the UK companies was mainly
associated with the approach to the reporting of goodwill under IFRS 3. Their findings
also suggest an average increase in equity for UK and Italian companies and negative
adjustment to the equity figures of Irish companies produced under the IFRS. Their
overall results are similar to the findings of previous literature (see for example, Aisbitt,
2006; Dunne et al., 2008).

Other studies have also examined the impact of International Accounting Standards (IAS)
on the financial statements of companies in different jurisdictions. For instance,
Jermakowtcz (2004) while investigating the transition to IFRS depicts a significant effect
on both equity and net income in the consolidated financial statements of Belgian listed

companies. Similarly, Cordazzo (2008) reports a significantly positive adjustment to
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profit and negative adjustments to equity reported during the transition from Italian
GAAP to IFRS and argues that the reconciliation statement provides useful information.
In line with this, while examining the transition to IFRS for a sample of Portuguese listed
companies, Lopes and Viana (2008) reveal that majority of their sample companies had
positive adjustments to their reported profit. Furthermore, Tsalavoutas and Evans (2010)
report positive adjustments to profit and equity figures under IFRS and affirm that

accounting quality has improved, especially for firms audited by the big-4 audit firms.

Moreover, Hung and Subramanyam (2007) examine the implications of IFRS on the
financial statements of German firms. They reported significantly positive adjustments to
both equity and profit figures calculated under the German GAAP. Similarly, Barth et al.
(2008) while comparing accounting based equity matrices for 21 different countries
reported more volatility in the net income figures calculated under IFRS as compared to
local GAAPs. In addition, Gray, Linthicum, and Street (2009) investigate the impact of
first-time IFRS adoption on measures of net income and equity for those European
companies which are listed in the US markets and find significant differences between

measures of income calculated under IFRS and US GAAP.

In addition, Tsalavoutas, Andre, and Evans (2012) document that reconciliations of Greek
GAAP and IFRS, provide useful information to potential investors and are incrementally
value relevant. Furthermore, Stent et al. (2010) examine the financial statement impacts
following the adoption of IFRS in New Zealand and find that the new reporting regime
has brought significant changes to the financial statement for most of the sample
companies. They argue that income taxes and employee benefits increased total liabilities,
whereas financial instruments were the common reason for the net positive effect on total
assets and equity of the reporting entities. Moreover, their analysis demonstrates that the
effects of IFRS vary from one company to another and could therefore be significant for
some companies but not for others. They also report that small listed companies were less

affected by IFRS as compared to large entities.

Furthermore, Tendeloo and Vanstraelen (2005) note that adoption of IFRS send a positive
signal of improved transparency in financial reports. They also find that IFRS adoption
enhances accounting information in countries with weak investor protection rights and
argue that voluntary adoption of IFRS is not associated with lower earning management

in Germany. Moreover, Daske and Gebhardt (2006) show that firms which adopt IFRS
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exhibit improved level of disclosure quality as compared to those which prepare reports
using national GAAPs. Likewise, Daske et al. (2008) report economically significant
benefits for their sample firms around the mandatory IFRS adoption in different countries.
In addition, while commenting on convergence to IFRS in BRIC countries, Ghioa, and
Verona (2015) argue that these countries believe that adoption of IFRS would improve
the effectiveness of their companies which would help in attracting foreign capital.
However, unlike the aforementioned studies, Schadewitz and Vieru (2008) argue that
reconciliation statements under IFRS do not provide value relevant information for small

listed entities, which used to prepare their reports under Finnish GAAP.

While investigating the implications of IFRS adoption in the UK this study supports the
argument that detailed financial statements under IFRS reduce information asymmetry.
However, it would be worth noting that some companies may wish to adopt IFRS
voluntarily for achieving certain motives. For example, managers of small and growing
companies may have an interest in the voluntary adoption of IFRS with the expectation
that it could help increase their reported profits. More specifically, we argue that it is
more likely that AIM listed companies would either be in need of additional funding or an
owner-manager may be interested in selling his/her shares. Therefore, due to self-interest
these firms would have stronger incentives towards the adoption of IFRS voluntarily for
reporting improved financial performance. On the basis of this argument, we predict that
voluntary adopters of IFRS would experience a larger increase in their profits than
mandatory adopters.

The above discussions on the implications of IFRS in different countries report that most
of the studies have shown either positive or negative adjustments in profit, equity and
other accounting measures during the transitional period. In addition, no previous
evidence exists on the implications of the adoption of IFRS on AIM listed companies in
the UK. This study therefore seeks to identify quantitatively whether significant
measurement differences in profit and equity have arisen following the adoption of IFRS
by AIM listed companies. We expect that due to differences in size, and ownership &
governance structure, the effects of IFRS on the profit and equity of AIM listed
companies may be smaller than those on companies listed on the main markets. In
addition, the increasing convergence between IFRS and UK GAAP would mean that the
impact of adoption at a later date for the small and growing companies may be reduced as

compared to large entities listed on LSE which adopted IFRS in 2005. If this is not the
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case then the impact of IFRS adoption may be elsewhere in compliance cost and

improved disclosures rather than reporting measurement differences.®

3. Research Methodology and Data

As noted in section 2, under the EU regulation, all EU companies are required to produce
reconciliation statements as part of their transition to IASs (EC, 2002). In the
reconciliation statements, entities are required to explain how the transition from UK
GAAP to IFRS affects their financial position, financial performance, and cash flows.
Additionally, IFRS 1 emphasizes that companies should also provide sufficient details for
understanding any material adjustments to the financial statements due to the new set of
accounting rules. These detailed reconciliation statements, produced in accordance with
IFRS 1- First-time Adoption of IFRS, are utilised as a source of secondary data in this

research.

3.1  Sample Selection

In order to examine the nature and extent of IFRS adjustments detailed in the
reconciliation statements required under IFRS 1 on AIM listed companies, we use FAME
database for accounting and IFRS based data. Initially, all individual adjustments in the
reconciliation statements, from IFRS 1, are grouped together according to the relevant
standards and have been expressed as a percentage of the total UK GAAP profit and
equity. This analysis is followed by the calculation of an index of conservatism for the
sample companies through the application of the Gray index of conservatism to the IFRS
adjustments. Our initial investigations revealed that a total of 764 UK companies report
their financial statements in accordance with IFRS. All these 764 companies were
included in the initial sample. A double sampling approach was then used to obtain a
valid and manageable sample size. We applied two thresholds to the population of the
764 companies. Initially, only those companies were selected which employed at least

twenty employees on a permanent basis.® In addition, keeping in mind the time frame and

5 Evidence in the existing literature shows differences between IFRS and UK GAAP along with effective dates (e.g,,
Ormrod and Taylor, 2004; PriceWaterhouseCoopers, 2005, 2010).

6 At the start of the data collection process telephonic enquiries were made from randomly selected firms where we asked
all those firms whether they prepare their accounts in house or outsource it to external parties. Through the outcome of
the enquiries it came to the authors’ knowledge that most of the enquired firms which employed less than 20 permanent
employees at the time hired third party services to prepare their transitional IFRS compliant financial statements. On
the basis of this finding we assumed that due to their size and limited resources small firms may not have the desired
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resources available for this study, we randomly selected fifty percent of the total
population for further analysis. Application of the above criteria reduces the sample size
to 286 companies, out of which 14 companies have shown ‘No Change’ in profit or
equity in their transitional statements. We therefore adopted the following criteria for
managing our sample. First, we included all those companies in our sample which have
detailed reconciliation statements for income and equity with due narrative disclosures
explaining the transition to IFRS. Second, we included companies which had adequate
reconciliation statements for income and equity without any additional narrative
disclosures. We excluded all those companies where the reconciliation statements were
inadequate and it was difficult to evaluate the impact caused by individual standards.
Finally, for highlighting their respective experiences with the IFRS transition, the sample
was further sub-divided into voluntary and mandatory adopters. All the resulting figures

are reported in Table 1 below.

Table 1: Sample Taxonomy

Frequency

UK (England, Wales, Northern Ireland, Scotland) Companies providing

. . 764
IFRS-based financial statements
Companies employing a minimum of 20 permanent employees 571
Random selection of fifty percent of UK companies with over 20 236
employees providing IFRS based financial statements
Less
Companies reporting ‘NO CHANGE’ on their transition to IFRS 14
Less Companies with no reconciliation statement or inadequate 157
disclosure information for analysis
Final sample 115
Sub-sample - Voluntary adoption 23
Sub-sample - Mandatory adoption 92

As shown in Table 1, majority of AIM listed companies provide inadequate information
and some of them have not even disclosed the required information about their transition
to IFRS. However, according to the EU regulation, it was compulsory for all these
companies to disclose their transition impact according to IFRS 1. The issue of high
incidence of non-disclosures has also been observed by researchers for companies in
other European countries such as Portugal, Italy, and Greece (Cordazzo, 2008, Lopes and
Viana, 2008, Tsalavoutas and Evans, 2010).

technical expertise to deal with the new accounting regulation and/or understand its implications and have therefore
excluded all those firms with less than 20 permanent employees from our sample.
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3.2  Gray Index of Conservatism

After extracting data from FAME database, we calculated an index of conservatism for
the sample companies through the application of the Gray Index of Conservatism to the
IFRS adjustments.” Gray (1980) was the first who proposed a common yardstick for
evaluating and comparing the financial results of companies using different accounting
practices in different countries. Under this method, the index or ratio measure the extent
to which the financial results reported under different accounting practices would provide
an indication about the measurement behaviour. The ratio of disclosed profit to adjusted

profit, termed as ‘Conservatism Index’, is calculated as follows:

1 - (2 (1)

|R 4l

Where Ra is adjusted profit and Rp is disclosed profit, while | Ra | is the yardstick for

making the comparison.

Since its introduction, several studies have used the Gray index in examining the
differences in reported figures produced under different accounting practices especially
by studies covering the 20F reconciliation statements for US GAAP® (Adams et al., 1993;
Cooke, 1993; Hellman, 1993; Norton, 1995; Adams et al., 1999; Haverty, 2006; Beckman
et al., 2007). The index has also been used as the main tool for measuring the effects of
transitions from local GAAP to international GAAP (Gray et al., 2009, Haller et al.,
2009).

In line with the above discussions, we adopted the Gray (1980) comparability index for
quantifying the effects of transition from UK GAAP to IFRS on AIM listed companies in
this study. We thus analysed the reconciliations provided by the sample companies under
IFRS 1 and assessed the nature of reported differences in the profit and equity between
IFRS and UK GAAP. ® Accordingly, the index for profit is calculated as:

" The index was renamed by Weetman, Jones, Adams & Gray, (1998), as the “Comparability Index” .

8 The index has been used for measuring conservatism in equity (Adams et al., 1993) and for exploring differences in
return on equity (Hellman, 1993).

% In those cases where material quantitative differences existed between IFRS and UK GAAP figures.
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Similarly, the index for equity is calculated as:

Equityiprs — EQUItyyyg gaap
1- | . 3)
|Equity rrgsl

While calculating the above indices, a value of greater than 1 implies that the profit (or
equity) reported under UK GAAP is higher than that calculated under IFRS/IAS and
would be regarded as less conservative than that reported under IFRS/IAS. Similarly, an
index value of less than 1 implies that profit (or equity) reported under UK GAAP is less
than the profit (or equity) reported under IFRS and is regarded as more conservative than
that reported under IFRS/IAS. Furthermore, an index value equal to 1 implies neutrality
and indicates that the transition to IFRS has no impact on profit and equity (Weetman and
Gray, 1991; Hellman, 1993).

In addition to the total index for profit and equity, Weetman and Gray (1991) developed a
partial index'® for exploring the effects or adjustments due to individual accounting
standard. Their partial indices or partial adjustments for profit and equity are calculated as

follows:

Partial ad justments
1- | : ] (4)
|F'J"|S|_fEE'IFR_I:"|
and
Partial ad jusimenits
1-| : ] (5)
IEquity jpgsl

The interpretation of the partial index is similar to that of the overall index of

comparability, where, an index value which is greater than 1 implies that UK GAAP

10 According to IFRS-1, companies are required to provide sufficient details in their reconciliation statements. This also
provides an opportunity to examine distinctive standards adjustments. Partial index of materiality (Weetman and Gray,
1991) is therefore used to analyse the effect of individual IAS. Partial adjustments, individual standard’s
adjustments, were calculated from reconcili