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Impact of differences in goodwill accounting treatment between
Japanese accounting standards (JAS) and IFRS on profits:
Case study of companies transited from Japanese Standards to IFRS voluntary application

Shoko HISADA

Abstract

This paper analyzes the operating income difference caused by the difference in
goodwill accounting treatment between JAS and IFRS, through a case study of three
Japanese companies which are active in M & A and transited to IFRS. The results are as
follows: (1) After adopting IFRS, one company has increased operating income and two
companies have decreased operating income, comparing to the assumption that these
companies have continued to adopt JAS, (2) these impacts, regardless of plus or minus,
continue from the fiscal year of initial adaption until the latest accounting period, (3)
whether plus or minus impacts occur depends on the relative amount of the accumulated
acquisition cost of goodwill and intangible assets.

The above results show that Japanese companies’ adoption of IFRS are not only aimed at

getting the profit-raising effect by non-amortizing goodwill.
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M it - 17, 454 - - 55, 551 - 1,837 - -
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x£5 HWHER
[A%1] (BAfr: %)
t t+1 t+2 t+3 t+4 t+5 t+6 t+7 |EARIED
DIFF / I_TA 1.53 1.31 1.46 1.17 0.75 1.54 1.24 1.49 1.28
DIFF /I_S 2.71 2.37 2.65 2.25 1.74 3.12 2.74 3.63 2.64
| ROA 10.95 12.52 13.81 14.06 10.63 12.40 12.51 10.75 12.38
J_ROA 9.20 11.35 12.70 13.34 10.30 11.52 12.09 10.02 11.62
| OM 19.44 22.58 25.10 27.01 2475 25.09 27.68 26.22 2549
J_OM 16.88 20.21 22.46 2476 23.01 21.97 2494 22.59 22.85
W GW 32.18 30.27 34.17 34.36 32.72 31.36 33.77 36.22 33.27
W IA 9.03 8.36 9.05 8.35 7.76 7.29 8.94 9.18 8.42
R GW -5.62 18.60 20.35 -2.84 -7.15 12.08 18.05 7.02
R 1A -7.19 13.82 10.40 -5.24 -8.89 27.52 13.02 5.46
RTA 0.32 5.06 19.70 2.02 -3.11 4.08 10.06 5.23
PPA GW 80.86| 77.84 98.73| 7334 61.35| 7057 77.12
PPA IA 19.14] 2216 127| 26.66| 3865 2943| 2288
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t t+1 t+2 t+3 t+4 t+5 | BARITE
DIFF / _TA -2.08 -1.76 -1.93 -2.03 -1.25 -1.18 -1.63
DIFF /I_S -5.42 -4.76 -4.66 -4.29 -3.14 -2.74 -3.92
| ROA 1.60 3.05 -3.01 3.42 3.59 5.89 2.59
J_ROA 3.10 473 -1.04 512 453 6.52 3.97
| OM 417 8.23 -7.27 7.24 9.00 13.66 6.17
J_OM 7.87 12.99 -2.61 11.52 12.14 16.39 10.09
W GW 17.07 17.83 19.13 20.38 23.46 25.06 21.17
W IA 25.64 2485 21.87 19.43 24.46 24.70 23.06
R GW 14.10 0.89 -5.18 30.83 0.95 7.59
R 1A 3.63| —17.28| —-20.89 43.05 -4.59 -1.53
RTA 12.75 -5.971 -10.99 13.67 -5.53 0.26
PPA GW 32.78 24.70 20.87 38.72 7.23 22.88
PPA IA 67.22 75.30 79.13 61.28 92.77 7712
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DIFF /I_S -0.71 -3.62 -3.36 -3.17 -1.78 -0.91 -2.57
| ROA 11.07 6.45 4.67 4.39 4.16 418 4.77
J_ROA 11.42 7.79 5.88 5.53 463 4.30 5.63
| OM 24.96 16.16 11.56 10.23 11.53 14.24 12.74
J_OM 22.05 19.78 14.91 13.40 13.31 15.15 15.31
W GW 11.26 9.22 7.91 1.77 16.95 13.80 11.13
W IA 6.45 37.01 32.82 31.10 28.20 21.76 30.18
R GW 66.45 8.04 -3.22( 159.38 3.04 35.99
RIA 1,068.51 11.75 -6.73 7.88 -2.33 66.60
R TA 131.22 26.03 -1.55 18.96 26.57 34.00
PPA GW 56.13 31.04 66.01 79.26 15.46 47.94
PPA 1A 43.87 68.96 33.99 20.74 84.54 52.06
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