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The Impact of the Transition to IFRS on the Quality of the
Accounting Information and the Value of the listed
Companies in the Business Environment of KSA.
Theoretical-Empirical study

Abstract:

This study aimed to test the impact of the transition to International Financial
Reporting Standards on the quality of the accounting information and the value
of the listed companies from one side and to analyze the implications on the
decisions of investors in the business environment of Saudi Arabia.

To achieve these objectives the study relied on the analysis of the financial
reports of Saudi registered companies, which belong to the banking sector and
financial services (11 Bank) and insurance sector companies (35 company)
during the period before the transition to International Financial Reporting
Standards (2007) and the period after the transition to IFRS (2010 until 2013). to
develop 2 models to measure this effect: the first, to measure the impact of
international financial reporting standards on the quality of accounting
information (first hypothesis), and the second: to measure the impact on the
value of the company (the second hypothesis). The study relied on a sample poll
of investors in Saudi companies to measure their attitudes toward the transition to
International Financial Reporting Standards and its impact on their investment
decisions (third hypothesis).

The study found a positive impact of international financial reporting
standards on the quality of accounting information represented in the reduction of
accruals due, as well as having a positive impact of these standards on the value
of listed companies represented in increasing the value of ((Tobin's Q). The study
also found that the International Financial Reporting Standards affect decisions
of investors and their future orientations as it gives a positive signal to investors
about the company's financial performance.

Depending on the previous result the study recommended the need to
create a complete business environment Arabia to finish the transition to
International Financial Reporting Standards in all economic sectors, as well as
increase awareness of preparers and users of financial reports and the auditors of
the importance of these standards. With the need to oblige the Saudi Capital
Market Authority for all listed companies to apply them.

Keywords:
International Financial Reporting Standards, the quality of accounting information, the
value of the company, the decisions of investors.
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:A,a) dad o (IFRS) alaa Ggadad i oSG g 3gall
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e bl Lue GISHE adlse SIS, owww.tdawul.com (Jlsx)sasedl Jlall (5o d5a adga
S ) AL

abead) auil)
Ol JLEaly Adatl) Al @il Julas
bl s (e Gl clay Jalye EDE e 4l duhall xils Julas adc
Qs Ly el jLaals Loadla iy o Leily Ayl il Cimg & ¢ Slany) (sl
dAbAS\ c;\@J
s laay) Jalasll cilibal) Aadla jLEd) V-V
:(Normal -Distribution Test) skl ay3sill jLas) V-V -V
o 3SEl (SPSS) zabiy duia (aua (KolMogorov-Sminov) lial cualdl sl
Alaiall Ayl clyarial Apailly lldg ¢ xd ays s Al il 4SLus 3 asill o o
cg\SJJA\ . MS)..IJ\ A_A..}g} cg\:\.\.*.ula.d\ QLA}LLA\ [EES L;A RPN (ContinUOUS VarlableS)
(S 285 AaS ) il jlas 3252
Uaial) dahal) cfpial adal) aqj il (*) A% Joxa
.(Kolmogorov-Sminov) jLid) ass
. Kolmogorov-Smirnov(a)
C\?Q;[;leoel;s Statistic
value Sig

TQ 0.292 0.190

QAl 0.162 0.122
FSIZE 0.189 0.200
CORGQ 0.319 0.056
LEV 0.115 0.200

Gsimsa G S AL aiall ey riall A glaa) ap il o (7) o) dsaad) (e iy
Lany e gd hariall 8 Ll ¢ alall ayaill i Uil e Jay L (0.05) Al
sl aygill dag il et Y 48U o8 I3 (Dummy Variables)
:(Multicollinearity Test) Jadll Jalail) jLas) Y-y -V

Gpsiall (pe yuaie JSI (Tolerance) Jdulae cluial A (pa adll Jalail) yasd o5
as) Cua (Variance Inflation Factor-VIF) Jebee slag 25 s Al il ppaia g (Aliinal)
(£) A Jsaall DA e elld muag Sy »Aiunal) lpiiall o b)Y 50 Ll 4

Y-
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Bl Jalalt (Variance Inflation Test) JLad) (¢) a3, Jgaa

Modal(1) Modal (2)
Tolerance Tolerance
.866 .866
.949 .949
.687 .687
.268 .268
.280 .280
.680 .680

Variables

IFRS
F SIZE

VIF
1.155
1.054
1.455
3.736
3.568
1.471

VIF
1.155
1.054
1.455
3.736
3.568
1.471

AUDTYPE
LEV
CORGQ
DMA

csstayadl) (V) Ssla ol Auhall clyie 28SY (VIF) 4ad o (£) ) dsaal (e oy
O Ly ¢ dadl) Jalanl) A S e Slad Y Auhall s Gl Gllady (aY 4V Ve o AT
O e 8 Al adsained e Jay ag Jis (mitiag Ailaas) ANV 4l Gud il
Ceaady i) il e
:(Autocorrelation Test) Sl Llgy) JLad) ¥—y -V

35 «(Durbin Watson Test) sha) & Al Lliy¥) Al (e z3salll g e oSt
(1.71) S8 Auhal) z3saily (1.65) Js¥) duhal) z3sall dpailly Zypunall (D-W) dad Cijels
i S Bla N A agag aae e dy U (2. 5-1.5) 2Dl adl (e a Gl ag
(Y VY caaal) il daa e
thaapdl) cpiial duagl Julasl) Y-V

i Al Al Aajpal) 5l Slaa) Jalaill Ll £ndia (e Gialil) BI85 (o sy
P LS el [adlaiulg leuag b Hlials duhall Shstial JllaS Caas Led
Alatiall fpiiall Ciag Y -Y -V

dady ¢ Lpnlaall ilaglaall 535a) Aliaiall Ayl clyaiad Caiag () ady Jsaall sela,
(ASHEN Vsl ey AaS sall Clusylas 3gmy ¢ Ll adylly ¢ 38550 aans, 48,0

Aaiall Lual) clpiial Liasl glasy) (0) ) Jgaa

Variable

Minimum

Maximum

Mean

Std. Deviation

QA

1950

2.2830

480711

TQ

10

3.92

1.9676

FSIZE

58529739.00

925427243.00

110733482.1111

LEV

3.62

9.98

5.8187

CORGQ

1.00

3.00

2.2222

DMA

00

2.00

4444

QAI

1870

4980

-Yo_

309711
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.28 4.26 2.5061 91554

65829718.00] 170242117.00| 101068261.0444| 19085367.66330
2.92 9.53 5.1840 1.75044]|
1.00 4.00 2.5111

.00 3.00 7111

1250 4970 272778

31 5.45 2.8303
67328768.00] 235415316.00| 107018753.9333
2.62 9.21 4.9858

2.00 4.00 2.7111

.00 3.00 8444

.0870 3970 234844

41 4.96 3.0109
68432579.00| 1258531400.00| 157967772.1556
1.59 9.18 4.5438

2.00 4.00 2.8222

.00 4.00 1.0667

0110 3540 151933

42 5.21 3.3058
68785712.00| 1258531400.00| 138396584.8000
1.02 9.11 3.8796

2.00 4.00 3.2000

.00 5.00 1.3111

Lslaall Hulee Gkt 358 PLA QBESILY) ded Jaisie g i) (0) &) Joand) e a3l
Glasleall 3aga paleas) ) juds Le s (A VY) il (aV 00 V) ale 8 Al
onbre Gl Y Al S8 sty paliadV) 8 cliliaiu) ded dawgie A1 e 8 dpulad)
(4, 10VAYY) U pmanil a5 (Y ) ) e 8 (4,70 AVYY) Ay G Aol ALyl
Dnbae sasa () aays Id Jaly (oY )Y ¢ pal) A pe dagil) ol iy (oY) Y) ale
Apalaall lliaiuay) s el e 5yl 5508 (e aall 8 laysas ddsall ALl

(Y + V) ple Dla (Tobin’s q ) dad lavgia (alias) ol i 40 dady (gl Lo
Dol e Gl ) Al S0 Jeaty 3030 8 Al sda cdaf a3 (1,91V1) & Cua
) Lgtiad Taugio ofy LaS oo+ ) 4) ale 8 (Y,0071)) Lgiad lausgia oLy 288 30500 ALl
(Latridis and Rouvolis, 2010) 4wl e it Lo I3 Jaly (oY ) Y) ale & (T,V00A)
t e A0l AL Slal jnles 3 Jsnil) dny Apnlaal) Gaylidl (oamy 8 Guad e Tl
(sailly Adsadly cAgan)ll)
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ale Ay (VY YYTEAY) e Jsaa)  Mlan) Jagia ol ais LByl iy el Lagh
IS AT Allall Axdlyl) s Javigia (i) WS (oY A V)ale 8 gy, (YFATATOAE) ) (oY 1Y)
Gloylas 33ga il LS ‘(?* . H‘) ple (\‘,A\/‘H) A (e\‘ . .v) ale (o,/\\/‘\'k) O Al
el g0 Lmgdjl arec Axalye dial dpag ¢ BaY) Gulae elimef PDUEL) 1¢im (e 1aSall
sy (YY) ale (Y00 n) (U (Y0 0V Sle(Y,YYYY) e duhall g A (U1 g
cAaSsal) se gl dsladl) plan) e 38 L
:Aladial) fpatial) Ciag Y-Y-V

<25 (Dummy Variables) aliasill iuhall clysial Wl Gaay (1) ady Jsaal) sela
Agalle daabie ColSe ae LlipYly ¢l Hulee ) Jsail

Laiial) cfpiial Auagl) slaa) (1) ad) Jsaa
(Dummy variables

LA KTy Y ol Liia <l Lia LA KT W <l lia
. EARTY R . EARTY R . EARTY R . EARTY R . clabia |
= PRI = PRI =7 PRI =7 PRI =7 PRI Al i
(V)Y (V)Y (V)Y (V)Y (Y)Y+nv
(~)V~\V (t)Yt\V (~)"~\\ (~)Y~\. (.)Y..V
. ¢0o . ¢0 . ¢0o . ¢0 ¢0 . IFRS
R v ! Y4 K Y1 Y Y¢ Y Y¢|/AUDTYPE

ale 8 A dsal) A0l el Huleal dial)l iS50 Galei pae Jaadl (1) a3 Jsaall e
Cojlaally Gaelall S5 8 gagedl pped) 2l Aige el G (%) 0 ) Ay (Y 14 Y)
Al iS5 A8 Al ey LS oY 0 A) alad G apll (e Blie) bl sda ) Jsailly
Ay (Y)Y @Y VY QY)Y Y e ) Glee ) DA At Al lEl e Bl
(%0Y) Ay 4855 (Y ¢)ellia cuilS (¥ 2+ V) ale & 48] Ll Jsaall (re Ll LS %)
O sae oy WS Lialle (il pe Adaipe dmalpe (il aoe Jualai Aol L (e
b ) Y ways o(%VT) Aty 4855 (V) ) (a¥ 2 VY) ale 3 Lallall Cuil€all pe Jalas
QS 4y M ALY (ngmnl) ppal) A8ladl) 3 Anaball G o (8] Anabiall iilSe
AL gl b RS ¢y dxabal) Adeal 335a el o Jeanll &
tpdl) (g d Lol aslis AdBlieg Julas vV

Basa oo Adsal) AL Sl e Y Jsatll A JLaa) Y Al g sd cags
Ly A Opaiia) @hha e el clulSas) Jidats cali (re 49580 dady prulaall Cilagladll
A Al e Lagend) JleeY)
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Baga (oo Llan) Adsal) Atlall &) julaa ) Jgatl) S5 1Y) Gl JLER) V- ¥V
el Ay gral) AN (B dplaall e glaall
:(Correlation Analysis ) Bl Jdas gilis ¥l

a3 Apralaall cilasbeal) 335as Adsal) ALl N julee ) Jsatll G A LiaY
Ao Aok L)) ABle d5a (V) Ay dsaal) (e ey LS il cpelil sy ool V) (s )5
Jralae dad S Cuan cdunulaal Clagledd) sagas dabeal) AW LN jules ) Jenill G
LL5)Y) dd i as il iy bl LS .(0.000) (o5l (Sig) AV Al (g5iusas (+,T4Y) Llgyl
Abidiall 250 ol yitia s Apraslaall o slaall 335 (o Ay Aayla Lol ABle cllia o ((sp)
S gall lsla sasay el wll dayng cdpalle danlye ilSey Lol V) aag ¢ A58] aan
ColS G Al )yl ylae Gads U Jesall Jla 84S 5a] Blaal Jsal dlaieY)y
-(0.000) (sstus (SIg) AV (g5isng Aumsa JaliyV] Jalae 2o

I Ayl = 3gas carial ¢ geuy BLENY) A ghan gy (V) o) Jgta

Correlations

QAI IFRS |FSIZE | AUDTYPE LEV |CORGQ |DMA
1

QAI Pearson
Sig. (2-tailed)
IFRS Pearson 397 1
Sig. (2-tailed)| .000
FSIZE Pearson 1327 .045 1
Sig. (2-tailed)| .048 | .504
AUDTYPE | Pearson 3157 | .077 | .166 1
Sig. (2-tailed)| .000 | .247 | .012
LEV Pearson 5377 | .2297 | 2047 552" 1
Sig. (2-tailed)| .000 | .001 | .002 .000
CORGQ Pearson 4617 | .3477 | 1907 4437 -825 1
Sig. (2-tailed)| .000 | .000 | .004 .000 .000
DMA Pearson 204 | 2007 | .166 329" -5297 | 5427
Sig. (2-tailed)| .000 | .003 | .012 .000 .000 .000

**_Correlation is significant at the 0.01 level (2-tailed).

*. Correlation is significant at the 0.05 level (2-tailed).

:( Multiple Regression) asmiall jlasiy) Juas gilis : il
2 (Ordinary Least Squares) (OLS) el Glagyall dayyda Eualill padiil
aial) e Al ALl el jleey Galall Joedl piall S Gl sV z3e ielua
1Y) s =3 (A) a8y Jgaad) (ajeys +(Gliaial) (aliail) dpnlaal) Cilaglaall 33ga ol

-YA-
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10 Y Easadll asial) Jadl) jlasdy) Julad milil g (A) g
sty
@kl

r

<Blalea
std.) Jlaasy)
(Error (#)

.348 3.479 Constant

.082 2.523 IFRS

.000 9.188 FSIZE

076 183 | AUDTYPE

029 -.006 LEV

.085 .280 CORGQ

.034 .023 DMA

0.847=Adj R%Jaxall aaaill Jalae
0.852= R? naaill Jalae

.0.923= Raaxiall Lals ) Jalas
92.41= (ANOVA)Jsaa (10 dadiuall (F)Lis) dad
(+,+++) =F.sig
ezl of ) el e 525 (92.41) (F) ad o (A) ad) dsand) (e aalill oy
dlle z3gaill 4yl Aadll of GaSay Le sy o(+A£Y) &l (R?) Adjust des of LS iy sinal
Al Ll pplaa L (3l Lady oz 3l DA (e b S cilarl) ulef of Cam
s (P.Value) ded of Jlasi¥l Jodad mili maa g Apralaad) clagbed) a5 Ao Al
dava iy La sag syt il 3sas () et Uaa ¢(0.05) duginall (s5iue 0 J8 5a5 ¢(.000)
aedl Juan and  Antonia,2014) il 4l clias Le aoe Aol el Gam, oJg¥) oyl
&V eplsl Gua (Gaston et al.,2010) Gl 4d) ciliag Lo g giaplai Gl W) (Y ) Yegysals
- Aplaad) Slasbeall daeda e Al Al )l julead e 550 25ag

_Y4.-
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Gsina HE0 dsas al Apalaal) cilagleall Sagay Ayl cpitia ABal Giald) Julaiyg

saga Ao ol alrieVs AaSsal) chlsjlas 3aga s daalle daalye i€y Ll (520 485800 aaal

e Uy 3ityg (0.05) dysinall sise (ra Jil (P.ValUg) dad cuilS Cum digiulad) Gilagledll

Ay el wd )l Ay Jasiys Lain (a¥ 2V Yo 3 234Y1) Zudg o(Neslihanet al.,2012) 4y

0320 53354 ¢(0.05) dysimal) ssise (ra Jil (P.ValUE) dad CulS Cim (g5ina L0 Ll Al

rnlaa) Glagles (e et Log Al )il saga e bl a0 ) gapn a8 35,0
. (Anwer et al.,2013)

fol WS Ja¥) laai) zigad A lua Galll (e Gaw Laag

QAT = 3.479 +2.523(IFRS) + 9. 188(FSIZE) + 0.183(AUDTYPE)—.006(LEV) +
0.28(CORGQ) + 0.023(DMA)

o Unlag) Adgal) Adlal) W&l yulaa ) Jeadll Jigw 1 AU Gapal JLad) Y-v-v
(AU 7 dgad) Adpall Apygrad) CilSpdl) dagd

:(Correlation Analysis ) Jlg¥) Julas gl Y

Jlec ) Ly 8 Alawsall S8 Aay Adsall AW L&l jules (o A8 HLsaN
Loyl Ao a5y () ) Jsand) (e ey LS il cpglal 8y oJalisy¥) il ¢ o) 3 3 sedl
Ll V) Jalae 4 CuilS Cum (A8l dagdy Adgal) Adlal) o L83 pplaal sl (s dayh
O S O Aanylas Ay Ll Ale Wl aa5 WS . (0.000) (55t (Sig) AVl (s5iusas (0.333)
Aol Nty Aasgal) cilujlas Bagag cdgalle daale quilSay BLIN) saay (ASil) ana)
sl (SIG) Al (gginay dmse L)V Jalae dad CuilS Cupn (A, al) Ly (A9 bl
A Om Aoy Ay byl A0k lia o) (g Lol A8 ghiae il Cyelil a3 (0.000)
sl (SIQ) AN (s5ianes (—0.881) LlayV! Jeles Gaf il Cuyn 48,00 day lal) o)
.(0.000)
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P duyl) Z gl Glpatial & g Bl ) FEFEIEN an (1) Jo
Correlations

AU
TQ |IFRS |FSIZE DTYPE LEV | CORGQ | DMA
Pearson 1
TQ Sig.
Pearson | .333 1
IFRS 550 1000
ESIZE Pearson | .199 .045 1

Sig. | .003 | .504
Pearson | .515 077 | .166 1
AUDTYPE —5 =000 | 247 | 012

Pearson | -.881" -2047"| -552-" 1

*

LEV 229"
Sig. .000 .001 | .002 .000
CORGQ Pearson | .794 347 | .190 443 825" 1
Sig. .000 .000 | .004 .000 .000
DMA Pearson | .562 .200 .166 .329 529™ 542 1

Sig. .000 | .003 | .012 .000 .000 .000
**_Correlation is significant at the 0.01 level (2-tailed).
*, Correlation is significant at the 0.05 level (2-tailed).
:(Multiple Regression) sasiall jlasi¥) Julas il : Lal
il Adsall W el e 531 uld 8 jlaady) Jalad e aald) adiel
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A-Model (1)
Coefficients®
Model Unstandardized | Standardized t Sig. | Correlatio
Coefficients Coefficients ns
B Std. Error Beta Zero-order
(Constant) 3.479 348 10.004| .000
IFRS 2.523 .082 .861| 11.688| .000 912
FSIZE 9.188 .000 011 4.02| .0488 047
1 AUDTYPE 183 .076 076 2.415| .017 .061
LEV -.006 .029 -.011- 222 .025 287
CORGQ .280 .085 162 3.293| .001 427
DMA .023 .034 021 671| .050 248
B-Model (2)
Coefficients®
Model .Correlations Collinearity Statistics
Partial Part Tolerance VIF
(Constant)
IFRS 901 .801 .866 1.155
FSIZE 027 .010 .949 1.054
1 AUDTYPE 161 .063 .687 1.455
LEV -.015- -.006 .268 3.736
CORGQ 218 .086 .280 3.568
DMA .045 .018 .680 1.471
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