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Recognition and disclosure requirements for merging special
purpose entities in context of International Financial
Reporting Standards and development proposals
A critical and field study

Abstract:

The study aims at analyzing and evaluating what is mentioned in the
accounting standards regarding accounting recognition and disclosure
requirements related to merging Special Purpose Entities (SPEs) in the
sponsored company's financial statements, and the most important
problems facing their application hoping to conclude some proposals to
improve these standards, as well as, testing this in the Egyptian business
environment. To attain study objective, the author conducted a field study
using a questionnaire for a sample of financial statement preparers and
external auditors to find out their opinions about contents of IFRS (10&12)
regarding merging these entities and development proposals. The
theoretical results concluded that SPE has distinct characteristics and that
recent accounting standards to merge these entities rely heavily on
principles instead of rules, since SPE still plays a critical role in capital
markets. The main field study results indicated a significant influence of
merging SPE on improving informative content of financial statements.
Furthermore, the sample groups agreed on the existence of some problems
when merging SPE, and on the majority of recognition and disclosure
requirements and development proposals. It is recommended that agencies
responsible for setting accounting standards in Egypt should issue
standards corresponding to (IFRS 10 & 12) after amending them utilizing
the study findings, and that the Central Bank of Egypt is advised to carry
out some modifications to current financial statement preparing rules for
banks to include the recognition and disclosure of these entities since they
are widely used by commercial banks.

Keywords: special purpose entities — merger — IFRS 10 — IFRS 12.
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