Haitham Ahmed Abdelmoneim, The Macrotheme Review 5(2), Summer 2016

The Macrotheme Review

A multidisciplinary journal of global macro trends

The challenges of implementing the fair value accounting as per IFRS
9 (2013) — An empirical study on the listed corporations in Saudi
Arabia Stock Exchange Market

Haitham Ahmed Abdelmoneim

Sadat Academy for Management Sciences

Abstract

The purpose of the current study was to examine the role and relevance of International
Financial Reporting Standards and fair value accounting measurements. Adoption and
implementation of International Financial Reporting Standards has been established to
be the key in ensuring improved reliability as well as compatibility of corporate reports.
In addition, Fair Value Accounting is used in the recording of liability assumed and
assets acquired by a business corporation. Descriptive survey research design was used
where quantitative approach was employed in the study. Research participants were
CFOs and financial advisors working in Saudi Arabian financial industry. The sample
size was 65 and opinions as well as views of the respondents were gathered using closed
ended questionnaires. Majority of the respondents were aged over 25 years with majority
of the research participants having at least bachelor’s degree. It was found out that IFRS
9 (2013) is used on the stock market of Saudi Arabia and on internal management
reporting practices with majority of the respondents agreeing that IFRS 9 (2013) is used
to measure financial asset of listed companies in Saudi Arabian stock exchange market.
IFRS 9 (2013) is considered as a set of principles-based and high quality financial
reporting standard. Most of the research participants agreed that Fair Value Accounting
has led to reliability of financial information of companies in Saudi Arabia.

Keywords: Fair Value Accounting, IFRS 9 (2013), International Financial Reporting Standards,
Internal Management Reporting Practices, Saudi Arabia Stock Exchange Market

1. Introduction

Tremendous changes have been observed in various industries globally with respect to changes
in doing business. According to Jain (2011) financial reporting process, which presents business
activities of entities, has also realized remarkable change. The commencement of such change
can be traced to 2005 when European Union made it compulsory for all publicly traded
companies to be able to present consolidated financial statements in accordance with
International Financial Reporting Standards (IFRS) starting January 2005 (Mukherjee, 2010).
Prior to instruction of International Financial Reporting Standards in 2005, companies in Asian
and European countries were allowed to use International Accounting Standards. Presently
several countries with developed capital market have embraced and adopted International
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Financial Reporting Standards while others are in the process of adopting International Financial
Reporting Standards specifically for reporting purposes (Chen, Tang, Jiang, and Lin, 2010). In
the process of adopting International Financial Reporting Standards, countries tend to replace
their national standards with International Financial Reporting Standards. On the other hand,
Paglietti (2009) found out that some countries have adopted the International Financial Reporting
Standards by first reviewing the IFRS to ensure that its suitability with the prevailing social,
economic and political conditions in their countries thereby making them adopt the IFRS
verbatim or adopt the IFRSs with minor changes (Iatridis, 2010).In the contemporary world,
international accounting standard board and financial accounting standard board are shifting
from historic cost accounting to fair value accounting with respect to making accounting
standards (Goncharov, 2009). Kohlbeck (2008) observed that fair value as a measurement basis
in accounting - has become quite significant and is increasingly being adopted due to its
importance in making accounting standards, which is the key to improving financial reporting.

The main aim of the study is to examine the role and relevance of International Financial
Reporting Standards and fair value accounting measurements. In order to achieve the purpose of
the study, the following research objectives were designed accordingly:

1. To study the impact of IFRS 9 adoption on the stock market of Saudi Arabia and on
internal management reporting practices.
2. To understand how financial asset of listed companies may be measured as per FVA
under IFRS 9.
3. To recognize the profit/losses that are expected to occur over the life of the asset and for
the organization.
The study is divided into five main sections namely introduction as section one; section two is
literature review; section three is research methodology; section four is results and interpretation
and section five is conclusion. Section I presents the background and objectives of the study.
Section II presents a brief review of past studies on International Financial Reporting Standards
and fair value accounting. Section III presents the research methodology used in the study, model
of the study and hypotheses tested in the study. Section IV presents the results and interpretation,
1.e. statistical analysis of responses, interpretation of the findings and discussion of the research
findings. Section V presents the Conclusion, which summaries the whole study of the
implications of adopting IFRS 9 (2013) on the listed corporations in Saudi Arabia Stock
Exchange Market.

The study suffered from a few limitations such as time, financial and geographical limitation.
The study was to be completed within a given period of time, which made it necessary to reduce
the focus of the study. Also, financial constraints could not allow extensive research. Primary
data used in the paper were gathered mainly from CFOs and financial advisors from Saudi
Arabia, thereby limiting the study geographically.
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2. Literature Review

There has been great interest over the past three decades among professional, accountancy
organizations, standard-setters, regulators, academia and policymakers as well as among other
stakeholders with regards to improving reliability and compatibility of corporate reports as noted
by Qu, Fong, and Oliver, (2012). Adoption and implementation of International Financial
Reporting Standards has been established to be the key in ensuring improved reliability as well
as compatibility of corporate reports (Jones, 2010; Epstein, 2009; Lantto. and Sahlstro, 2009).
International Financial Reporting Standards is considered as a set of principles-based and high
quality financial reporting standard, which is issued by International accounting Standards Board
(Devalle, Onali and Magarini, 2010). The standards used are popularly recognized to play a
significant role in producing more accurate, detailed and timely financial accounting
information, which is key to informed evaluation in equity markets thereby lowering risk
appropriately for investors. Adoption and implementation of International Financial Reporting
Standards among companies according to Armstrong, Barth, Jagolinzer, and Riedl, (2010)plays a
significant role in promoting consistency in reporting format in companies across nations, which
in turn reduces the cost to investors especially with respect to financial information processing.
Such development has been found to be important in the business environment because it leads
to improved capital market efficiency.

International Financial Reporting Standards according to Dritsas and Petrakos (2014) helps in
financial information processing which affects the entities and business environment as well. For
instance, companies that have sound and internationally comparable corporate financial
reporting, which meets both the expectations and needs of financial markets is important because
it helps in improving the confidence of investors apart from facilitating risk assessment in
making investment decision and helping in reducing cost of capital (Clements, Neill, and
Stovall, 2010). In addition, following the globalization, which eliminated both national and
regional boundaries, International Financial Reporting Standards helps in the elimination of
international differences in the global financial reporting, which encourage mobilization and
efficient allocation of financial resources especially investment resources, which is needed for
economic development (Bhattacharjee and Islam,2009; Chand and White,2007). Convergence of
the International Financial Reporting Standards in European countries as well as in Australia has
made it necessary for scholars to investigate whether such convergence can lead to improvement
of quality of financial information consistently across various countries.Before the IFRS came
into force in 2005, majority of the European organizations used domestic accounting standards
(Steffee, 2009). The application of the IFRS according to Callao, Jarne, and Lainez (2007)
brought into being one of the massive financial reporting shift events, which occurred in the
recent years among the European countries. Based on Armstrong et al. (2008) the realization of
full adoption of IFRS as designed by the IASB resulted in a harmonized set of financial reporting
standards not just for the European countries but also for those engaging with them. Zhou,
Xiong, Y. and Ganguli (2009) noted that high among the interesting subjects on debate about the
IFRS are about its benefits as well as costs during implementation, the worldwide financial
reporting harmonization impacts in case of its readjustments due to the adoption process. Study
on the impact of adopting International Financial Reporting Standards on listed companies
according to Terzi, Oktem and Sen (2013) indicate existence of significant differences in the
number of accounts in the financial statements, which include net assets, long-term liability,
fixed assets and inventories. The study was based on examination of specific frequently used



Haitham Ahmed Abdelmoneim, The Macrotheme Review 5(2), Summer 2016

financial ratios related to financial statements of companies listed in the stock exchange market
(Barth, Wayne, Mark, 2008).

Many entities are shifting from the historic cost accounting to fair value accounting due to the
advantage associated with the fair value accounting in making accounting standards (Paananen,
and Lin, 2009). Several studies have been conducted on the value-relevance as well as reliability
of fair value disclosures of financial information (Li and Kyu, 2010). Fair value accounting is
being used increasingly in financial reporting. The use of far value in financial reporting has
been ascertained to range from measuring majority of financial instruments at fair value in order
to impairments calculation as well as the recording of liability assumed and assets acquired in a
business combination (Li, 2010; Iatridis and Rouvolis, 2010; Cai, and Wong, 2010). Setters of
accounting standard continue to employ fair value accounting as a relevant measure of both
liabilities and assets for the purposes of financial reporting (Zhu, 2008). IASB and FASB have
provided necessary guidance on the use of fair value in order to ensure consistency associated
with fair value measurements. The issued guidance offers a framework for measuring liabilities
and assets at fair value and requiring at the same time robust disclosures around judgments as
well as inputs behind the measurements. Use of fair value account has a number of impacts on
companies. For instance, increased use of fair value demands that entities refresh their
measurements procedures and policies (Peng, 2008). Suitably and robust disclosures in financial
statements are significant in providing investors with important financial information which is
key to their decision making since they inform investors of methods of measurements as well as
uncertainty (Deng, 2005). It is necessary therefore, that entities analyze how fair value is
determined when they exist on active market and ascertain procedure needed to develop the
appropriate disclosure (Haw, Park, Qi, and Wu, 2003). For companies, the primary objective of
fair value measurement is to estimate appropriately the prices at which the positions they
currently hold would change hands in orderly transactions based on current conditions and
information (Isabel, 2007). In order to achieve this, it is important that companies incorporate
fully current information about future cash flows and current risk-adjusted discount rates into
their fair value measurements.
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3. Research Methodology
3.1 Research hypotheses

There is increased use of International Financial Reporting Standards and fair value accounting
among companies due to the role that they play in financial information provision. The following
hypotheses were designed in accordance with research objectives.

H1: There is positive impact of IFRS 9 (2013) adoption on the stock market of Saudi Arabia.

Since the introduction of International Financial Reporting Standards in 2005 in Europe, it has
been used on increased basis across different countries to provide financial information, which is
the key in informed decision-making. Investigating the impact of IFRS 9 (2013) adoption on the
stock market of Saudi Arabia is significant in the sense that it highlights how IFRS impact
companies.

H2: There is a significant relationship between IFRS 9 (2013) adoption and internal management
reporting practices.

Investigation on whether implementation of fair value accounting is important for financial
reporting of internal management reporting practices with respect to maintaining transparency is
crucial in meeting the objectives of the study. A number of advantages of fair value accounting
in making accounting standards have been highlighted in past studies; hence, the investigation of
importance of fair value accounting in ensuring transparency with respect to internal
management reporting practices is a significant concern in the study.

H3: Fair value accounting is a very important measurement tool for financial assets of listed
companies in Saudi Arabia.

The role of fair value accounting, across various industries in Saudi Arabia is important to
consumers of the study. Hence examining fair value accounting as a measurement tool for
financial asset of listed entities in Saudi Arabia is an important area for research in the study.

H4: Fair value accounting when implemented as per IFRS 9 (2013) enables appropriate
recognition of profit/losses of an asset.

The study also investigated the impact of implementation of fair values accounting in accordance
with IFRS and how such implementation relate to recognition of losses and profit of asset in
companies in Saudi Arabia.

3.2 Model of the Study

The research used both primary and secondary data. Secondary data was derived from past
studies on fair value accounting and IFRS. Primary data on the other hand, was derived from
chief financial officers and financial advisors in Saudi Arabia. Quantitative model, which is also
known as positivist was employed in the study to achieve the purpose of the study. The choice of
the model was informed by the fact that it is the most appropriate to test hypothesis as well as to
analyze various attributes of variables using statistical methods in order to provide answers to
complex research questions. Closed ended questionnaires designed in accordance to 5-likert
scale were used in the study to collect data from chief financial officers and financial advisors in
Saudi Arabia. A total of 65 respondents were targeted in the study. Purposive sampling method
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was used to identify respondent who participated in the study. The collected data were then
extracted and analyzed using chi-square test and descriptive statistical analysis. Research ethics
was upheld during the entire research process.
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4. Results and Interpretation
Demographic Data Analysis

Table 1 and Figure 1 show that 7.7% of the respondents who participated in the study were aged
18-24 years, 20% were aged 25-34 years, 44.6% were aged 35-44 years and 15.4% were aged
45-60 years while 12.3% were aged over 60 years.

Table 1: Age

Frequency Percent Valid Percent Cumulative
Percent
18-24 years 5 7.7 7.7 7.7
25-34 years 13 20.0 20.0 27.7
35-44 years 29 44.6 44.6 72.3
Valid
45-60 years 10 15.4 15.4 87.7
60+ years 8 12.3 12.3 100.0
Total 65 100.0 100.0
Age
30—
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18-24 years 25-34 years 35-44 years 45-60 years G0+ years
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Figure 1: Age
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Table 2 and Figure 2 indicate that 1.5% of the respondents who participated in the study had O/A
level of education, 9.2% had diploma, 69.2% had bachelor’s degree, 15.4% had master’s degree
and 4.6% had doctorate degree.

Table 2: Education Level

Frequency Percent Valid Percent Cumulative
Percent
O/A - Level 1 1.5 1.5 15
Diploma 6 9.2 9.2 10.8
Bachelor's degree 45 69.2 69.2 80.0
Valid

Master's degree 10 15.4 15.4 95.4
Doctorate's degree 3 4.6 4.6 100.0
Total 65 100.0 100.0

Education Level

40

30

Frequency

20

105

0 | — |

T T I T 1
Qia - Level Diploma Bachelor's degree  Master's degree  Doctorate's degree

Education Level

Figure 2: Education Level
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As indicated in the Figure 3 and Table 3, 61.5% of the respondents who participated in the study
were male while 38.5% were female.

Table 3: Gender

Frequency Percent Valid Percent Cumulative
Percent
Male 40 61.5 61.5 61.5
valid Female 25 38.5 38.5 100.0
Total 65 100.0 100.0
Gender

M iale
B Female

Figure 3: Gender
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Table 4 and Figure 4 show that 50.8% of the respondents who participated in the study were
CFOs while 49.2% were financial advisors.

Frequency

Table 4: Designation

Frequency Percent Valid Percent Cumulative
Percent
CFO 33 50.8 50.8 50.8
Valid Financial Advisor 32 49.2 49.2 100.0
Total 65 100.0 100.0
Designation
40
30
207
10
0 T |
CFO Financial Advisor
Designation

Figure 4: Designation
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As shown in Table 5 and Figure 5 4.6% of the respondents who participated in the study had
worked in the finance industry for less than 1 year, 7.7% had worked for 1-5 years, 35.4% had
worked for 6-10 years and 52.3% of had worked in the industry for more than 10 years.

Table 5: Experience

For how long time have you been working in the industry?

Frequency Percent Valid Percent Cumulative
Percent
Less than 1 year 3 4.6 4.6 4.6
1-5 years 5 7.7 7.7 12.3
Valid 6-10 years 23 354 354 47.7
More than 10 years 34 52.3 52.3 100.0
Total 65 100.0 100.0

For how long time have you been working in the industry?

Frequency

T I I T
Less than 1 year 1-5 years 5-10 years More than 10 years

For how long time have you been working in the industry?

Figure 5: Experience
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Table 6 and Figure 6 indicate that up to 98.5% of all the respondents who participated in the
study were well conversant with the subject of IFRS 9 while 1.5% were not conversant with the

subject.
Table 6: Conversance
Are you well conversant with the subject of IFRS 97?
Frequency Percent Valid Percent Cumulative
Percent
Yes 64 98.5 98.5 98.5
Valid No 1 1.5 15 100.0
Total 65 100.0 100.0
Are you well conversant with the subject of IFRS 97

G0
-
e 40
o 40
3
o
o
|
'

205

[u] T L I 1

Yes

Mo

Are you well conversant with the subject of IFRS 97

Figure 6: Conversance
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Chi-square Test
H1: There is positive impact of IFRS 9 adoption on the stock market of Saudi Arabia

In order to test whether there is relationship between “IFRS 9 is used to measure financial asset
of listed companies in Saudi Arabian stock exchange market” and “IFRS 9 is used on the stock
market of Saudi Arabia and on internal management reporting practices”; chi-square was used to
test for equal proportion of the variables.

Table 7: Crosstabulation Test 1

IFRS 9 is used to measure financial asset of listed companies in Saudi Arabian stock exchange market *
IFRS 9 is used on the stock market of Saudi Arabia and on internal management reporting practices

IFRS 9 is used on the stock market of Saudi Arabia and Total
on internal management reporting practices
Strongly | Disagree | Neither Agree Strongly
Disagree Agree nor Agree
Disagree
Count 0 0 0 0 1 1
Strongly Disagree
gly DIsagree o, of 0.0% 0.0% 0.0% 0.0% 15%| 1.5%
Total
Count 1 1 0 0 1 3
Disagree
g % of 1.5% 1.5% 0.0% 0.0% 1.5% 4.6%
) Total
IFRS 9is used to
measure financial Count 0 0 2 0 6 8
asset of listed .
companies in Neither Agree nor
Saudi Arabian Disagree f’l@?fl 0.0% 0.0% 3.1% 0.0% 9.2% | 12.3%
stock exchange ota
market
Count 1 2 1 14 12 30
Agree
9 % of 1.5% 3.1% 1.5% 21.5% 18.5% | 46.2%
Total
Count 1 1 2 3 16 23
Strongly Agree
gy A9 % of 1.5% 1.5% 3.1% 46%| 24.6%| 35.4%
Total
Count 3 4 5 17 36 65
Total
o % of 4.6% 6.2% 77%|  26.2%|  55.4% |100.0%
Total
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Table 8 shows p value to be 0.040. Since the p value is less than o, which is 0.05, it implies that
there is significant relationship between “IFRS 9 is used to measure financial asset of listed
companies in Saudi Arabian stock exchange market” and “IFRS 9 is used on the stock market of
Saudi Arabia and on internal management reporting practices”. The row percentages in Table 7
shows that majority of the respondents comprising of over 81% who agreed that “IFRS 9 is used
to measure financial asset of listed companies in Saudi Arabian stock exchange market” also
agreed that “IFRS 9 is used on the stock market of Saudi Arabia and on internal management
reporting practices”.

Table 8: Chi-Square Tests 1

Chi-Square Tests

Value df Asymp. Sig. (2-
sided)
Pearson Chi-Square 27.143% 16 .040
Likelihood Ratio 25.049 16 .069
Linear-by-Linear Association 1.165 1 .280
N of Valid Cases 65

a. 21 cells (84.0%) have expected count less than 5. The minimum
expected count is .05.

14
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H2: There is a significant relationship between IFRS 9 adoption and internal management
reporting practices

In order to test whether there is relationship between “IFRS 9 is considered as a set of principles-
based and high quality financial reporting standard” and “IFRS 9 is used on the stock market of
Saudi Arabia and on internal management reporting practices”; chi-square was used to test for
equal proportion of the variables.

Table 9: Crosstabulation Test 2

IFRS 9 is considered as a set of principles-based and high quality financial reporting standard * IFRS 9 is
used on the stock market of Saudi Arabia and on internal management reporting practices Crosstabulation

IFRS 9 is used on the stock market of Saudi Arabia and Total
on internal management reporting practices
Strongly | Disagree | Neither Agree Strongly
Disagree Agree nor Agree
Disagree
Count 0 0 0 2 2 4
Strongly Disagree
% of 0.0% 0.0% 0.0% 3.1% 3.1% 6.2%
Total
Count 0 0 1 0 0 1
IFRS 9 is Neither Agree nor
considered asa  Disagree % of 0.0% 0.0% 1.5% 0.0% 0.0% 1.5%
set of principles- Total
based and high
quality financial Count 1 1 3 0 15 20
reporting A
standard gree % of 1.5% 1.5% 4.6% 0.0%| 23.1%]| 30.8%
Total
Count 2 4 1 18 15 40
Strongly Agree ¢ 3.1% 6.2% 15%| 27.7%| 23.1%| 61.5%
Total
Count 3 5 5 20 32 65
Total
% of 4.6% 7.7% 7.7% 30.8% 49.2% | 100.0%
Total

Table 10 shows p value to be 0.004. Since the p value is less than a, which is 0.05, it implies that
there is significant relationship between “IFRS 9 is considered as a set of principles-based and
high quality financial reporting standard” and “IFRS 9 is used on the stock market of Saudi
Arabia and on internal management reporting practices”. The row percentages in Table 9 shows
that majority of the respondents comprising of over 80% who agreed that “IFRS 9 is considered
as a set of principles-based and high quality financial reporting standard” also agreed that “IFRS
9 is used on the stock market of Saudi Arabia and on internal management reporting practices”.
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Table 10: Chi-Square Tests 2

Chi-Square Tests

Value df Asymp. Sig. (2-
sided)
Pearson Chi-Square 29.159° 12 .004
Likelihood Ratio 28.760 12 .004
Linear-by-Linear Association .812 1 .368
N of Valid Cases 65

a. 16 cells (80.0%) have expected count less than 5. The minimum
expected count is .05.

H3: Fair value accounting is a very important measurement tool for financial assets of
listed companies in Saudi Arabia

In order to test whether there is relationship between “Fair Value Accounting has led to
reliability of financial information of companies in Saudi Arabia” and “Both FVA and IFRS 9
are used to measure financial assets of listed corporations in Saudi Arabia”; chi-square was used
to test for equal proportion of the variables.
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Table 11: Crosstabulation Test 3

Fair Value Accounting has led to reliability of financial information of companies in Saudi Arabia * Both FVA
and IFRS 9 are used to measure financial assets of listed corporations in Saudi Arabia Crosstabulation

Both FVA and IFRS 9 are used to measure financial Total
assets of listed corporations in Saudi Arabia
Strongly | Disagree | Neither Agree Strongly
Disagree Agree nor Agree
Disagree
Count 0 0 0 1 0 1
St ly Di
rongly DISAGIee o of 0.0% 0.0% 0.0% 1.5% 0.0%| 1.5%
Total
Count 1 0 0 0 2 3
Di
Isagree % of 1.5% 0.0% 0.0% 0.0% 31%| 4.6%
] Total
Fair Value
Accounting has Count 0 1 0 4 1 6
:‘?ndaﬁ]odraelllablllty of Neither Agree nor
information of Disagree % ofI 0.0% 1.5% 0.0% 6.2% 1.5% 9.2%
companies in Tota
Saudi Arabia
Count 3 4 2 3 22 34
A
gree % of 4.6% 6.2% 3.1% 46%| 33.8%| 52.3%
Total
Count 0 0 0 1 20 21
ly A
strongly Agree o ¢ 0.0% 0.0% 0.0% 15%| 30.8%| 32.3%
Total
Count 4 5 2 9 45 65
Total % of 6.2% 7.7% 31%| 138%| 69.2% |100.0%
Total

Table 12 shows p value to be 0.003. Since the p value is less than a, which is 0.05, it implies that
there 1s significant relationship between “Fair Value Accounting has led to reliability of financial
information of companies in Saudi Arabia” and “Both FVA and IFRS 9 are used to measure
financial assets of listed corporations in Saudi Arabia”. The row percentages in Table 11 shows
that majority of the respondents comprising of over 83% who agreed that “Fair Value
Accounting has led to reliability of financial information of companies in Saudi Arabia” also
agreed that “Both FVA and IFRS 9 are used to measure financial assets of listed corporations in
Saudi Arabia”.
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Table 12: Chi-Square Tests 3

Chi-Square Tests

Value df Asymp. Sig. (2-
sided)
Pearson Chi-Square 35.805° 16 .003
Likelihood Ratio 31.553 16 .011
Linear-by-Linear Association 6.219 1 .013
N of Valid Cases 65

a. 23 cells (92.0%) have expected count less than 5. The minimum
expected count is .03.

H4: Fair value accounting when implemented as per IFRS 9 enables appropriate
recognition of profit/losses of an asset

In order to test whether there is relationship between “The stock market value and fair value
measured information are correlated in Saudi Arabia” and “When FVA is implemented as per
IFRS 9, it enables appropriate recognition of profit/loss of an asset”; chi-square was used to test
for equal proportion of the variables.
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Table 13: Crosstabulation Test 4

The stock market value and fair value measured information are correlated in Saudi Arabia * When FVA is
implemented as per IFRS 9, it enables appropriate recognition of profit/loss of an asset Crosstabulation

When FVA is implemented as per IFRS 9, it enables Total
appropriate recognition of profit/loss of an asset
Strongly | Disagree | Neither Agree Strongly
Disagree Agree nor Agree
Disagree
Count 0 1 0 0 0 1
Strongly Disagree
% of 0.0% 1.5% 0.0% 0.0% 0.0% 1.5%
Total
Count 0 1 0 2 1 4
Di
sagree % of 0.0% 1.5% 0.0% 3.1% 15%| 6.2%
Total
The stock market
value and fair Count 0 1 1 1 4 7
value measured  Neither Agree nor
information are Disagree % of 0.0% 1.5% 1.5% 1.5% 6.2% | 10.8%
correlated in Total
Saudi Arabia
Count 0 0 0 11 6 17
A
gree % of 0.0% 0.0% 0.0%| 16.9% 9.2% | 26.2%
Total
Count 1 4 1 6 24 36
ly A
strongly Agree ¢ 1.5% 6.2% 1.5% 9.2%| 36.9%| 55.4%
Total
Count 1 7 2 20 35 65
Total
% of 1.5% 10.8% 3.1% 30.8% 53.8% | 100.0%
Total

Table 14 shows p value to be 0.033. Since the p value is less than a, which is 0.05, it implies that
there is significant relationship between “The stock market value and fair value measured
information are correlated in Saudi Arabia” and “When FVA is implemented as per IFRS 9, it
enables appropriate recognition of profit/loss of an asset”. The row percentages in Table 13 show
that majority of the respondents comprising of over 81% who agreed that “The stock market
value and fair value measured information are correlated in Saudi Arabia” also agreed that
“When FVA is implemented as per IFRS 9; it enables appropriate recognition of profit/loss of an
asset”.
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Table 14: Chi-Square Tests 1

Chi-Square Tests

Value df Asymp. Sig. (2-
sided)
Pearson Chi-Square 27.865° 16 .033
Likelihood Ratio 24,531 16 .079
Linear-by-Linear Association 3.077 1 .079
N of Valid Cases 65

a. 21 cells (84.0%) have expected count less than 5. The minimum
expected count is .02.

5. Conclusion

The study on the role and relevance of International Financial Reporting Standards and fair value
accounting measurements was designed to investigate the impact of IFRS 9 (2013) adoption on
the stock market of Saudi Arabia and on internal management reporting practices and to
understand how financial asset of listed companies may be measured as per FVA under IFRS 9
(2013). Descriptive survey research design was used where quantitative approach was employed
in the study. Research participants were CFOs and financial advisors working in Saudi Arabian
financial industry. The sample size was 65 and opinions as well as views of the respondents were
gathered using closed ended questionnaires. Majority of the respondents were aged 25 years and
above 89% of the respondents having at least bachelor’s degree. Most of the respondents were
male and more than 87% having acquired at least 6 years experience working in the industry.

The current study established that [FRS 9 (2013) is used on the stock market of Saudi Arabia and
on internal management reporting practices with majority of the respondents agreeing that [IFRS
9 (2013) 1s used to measure financial asset of listed companies in Saudi Arabian stock exchange
market. [FRS 9 (2013) was also found to play important role in improving financial reporting
among corporations in Saudi Arabia. Besides, IFRS 9 (2013) is considered as a set of principles-
based and high quality financial reporting standard. Fair Value Accounting was found to have
led to reliability of financial information of companies in Saudi Arabia. Majority of the
respondents agreed that both FVA and IFRS 9 (2013) are used to measure financial assets of
listed corporations in Saudi Arabia. The study also ascertained that when FVA is implemented as
per IFRS 9 (2013), it enables appropriate recognition of profit/loss of an asset. It was found out
that the stock market value and fair value measured information are correlated in Saudi Arabia.

20



Haitham Ahmed Abdelmoneim, The Macrotheme Review 5(2), Summer 2016

REFERENCES

Armstrong, S., Barth, E., Jagolinzer, D. and Riedl, J. 2010. Market Reaction to the adoption of IFRS in
Europe. The Accounting Review, 85(1) pp 31-61.

Aubert, F. and Grudnitski, G. 2011. The Impact and Importance of Mandatory Adoption of International
Financial Reporting Standards in Europe. Journal of International Financial Management & Accounting,

22, (1) pgl.

Barth, E., Wayne, R. and Mark L., 2008. International Accounting Standards and Accounting Quality.
Journal of Accounting Research, 46 (3) pg 467

Bhattacharjee, S. and Islam, M. 2009. Problems of Adoption of International Financial Reporting
Standards (IFRS) in Bangladesh. International Journal of Business and Management, 4 (12). Pp 165-175

CAI F. and Wong, H. 2010. The Effect of IFRS Adoption on Global Market Integration. International
Business & Economics Research Journal, 9(10) pp 25-34.

Callao, S. Jarne, 1. and Lainez, A. 2007. Adoption of IFRS in Spain: Effect on the comparability and
relevance of financial reporting. Journal of International Accounting Auditing & Taxation, 16 (2) Pg
148.

Chand, P. and White, M. 2007. A critique of the influence of globalization andconvergence of accounting
standards in Fiji. Critical Perspective on Accounting, 18 (5) pg 605.

Chen, H., Tang, Q., Jiang, Y. and Lin, Z. 2010. The Role of International Financial Reporting
Standards in Accounting Quality: Evidence from the European Union. Journal of International
Financial Management & Accounting, 21, (3) pg 220.

Clements, E., Neill, D. and Stovall, O. 2010. Cultural Diversity, Country Size, and the Adoption
Decision. Journal of Applied Business Research, 26, (2) pp 115-126.

Deng, 2005. “The Development of Fair Value in China,” Journal of China Economic Research, 491), pp.
8-28.

Devalle, A., Onali, E. and Magarini, R. 2010. Assessing the Value Relevance of Accounting Data after
the Introduction of IFRS in Europe. Journal of International Financial Management & Accounting, 21,

(2) pg 85.

Dritsas, S. and Petrakos, G. 2014. Historical financial information: An empirical study on the first time
adoption of IFRS in Greece. International Business Research, 7(8), p. 47- 58.

Epstein, J. 2009. The Economic Effects of IFRS Adoption. The CPA Journal, 79 (3) pp 26-31.

Goncharov, 1. 2009. “Paper Profits: The Role of Fair Value Accounting in Dividend Policy,” Amsterdam
Businesss School, September.

Haw, I, Park, K., Qi, D. and Wu, W. 2003. “Audit Qualification and Timing of Earnings
Announcements: Evidence from China,” Auditing: A Journal of Practice and Theory, 22(2), pp. 1-26.

latridis, G. 2010. IFRS Adoption and Financial Statement Effects: The UK Case. International Research
Journal of Finance and Economics, (38) pp 165-172.

latridis, G. and Rouvolis, S. 2010. The Post-adoption effects of the implementation of International
Financial Reporting Standards in Greece. Journal of International Accounting Auditing & Taxation, 19,

(1) pg 55.
Isabel, C. 2007. “The Value Relevance of Investment Property Fair Values,” ISCTE Business School.

21



Haitham Ahmed Abdelmoneim, The Macrotheme Review 5(2), Summer 2016

Jain, P. 2011. IFRS implementation in India: opportunities and Challenges. World Journal of Social
Sciences, 1(1), p. 125-136.

Jones, C. 2010. IFRS Adoption: Some General Issues to Remember. CPA Journal (July 2010) pp 36-38.

Kohlbeck, M. 2008. “An Analysis of Recent Events on the Perceived Reliability of Fair Value Measures
in the Banking Industry,” Florida Atlantic University, Florida.

Lantto, A. and Sahlstré P. 2009. Impact of International Financial Reporting Standard adoption on key
financial ratios. Accounting and Finance, (49) pp 341-361.

Li, J. and Kyu, P. 2010. The role of fair value accounting for investment in securities: Evidence from the
Chinese stock exchanged market. Scientific research, 2, pp. 409-414

Li, S. 2010. Does Mandatory Adoption of International Financial Reporting Standards in the European
Union Reduce the cost of Equity Capital. The Accounting Review, 85(2) pp 607-636.

Mukherjee, K. 2010. IFRS Adoption: Cutover Challenges. The Chartered Accountant, 59 (6) pp 68-75.

Paananen, M. and Lin, H. 2009. The Development of Accounting Quality of IAS and IFRS over Time:
The Case of Germany. Journal of International Accounting Research, 8 (1) pp31-55.

Paglietti, P. 2009. Earnings management, timely loss recognition and value relevance in Europe
following the IFRS mandatory adoption: evidence from Italian listed companies. Economia Aziendale
online (4) pp 97-117.

Peng, 2008. “The Value Relevance of Investment for Fair Value Accounting,” Xia Men University, Xia
Men.

Poria, S. 2009. IFRS Implementation and Challenges in India. MEDC Monthly Economic Digest.

Qu, W., Fong, W. and Oliver, J. 2012. Does IFRS convergence improve quality of accounting
information? — Evidence from the Chinese stock market. Corporate ownership & control, 9(4), p. 187-
196.

Steffee, S. 2009. IFRS Discrepancies Vary by Country, Company. The Internal Auditor, 66 (4) pg 13

Zhou, H., Xiong, Y. and Ganguli, G. 2009. Does The Adoption Of International Financial Reporting
Standards Restrain Earnings Management? Evidence from an Emerging Market. Academy of Accounting
and Financial Studies Journal, 13 pp 43-56.

Zhu, 2008. “Fair Value Accounting-Evidences from B-Share,” China Accounting Information, 2008.

22



Haitham Ahmed Abdelmoneim, The Macrotheme Review 5(2), Summer 2016

APPENDICES

Appendix One: Survey Questionnaire
Dear Respondent,

This is an academic survey on “the challenges of implementing the fair value accounting
as per IFRS 9 (2013) — an empirical study on the listed corporations in Saudi Arabia Stock
Exchange Market”. The survey requires your HONEST response with regard to every section of
the questionnaire. Since this is an academic survey, your views in the survey will be held private
and used only for purposes of achieving the research objectives. Your personal details will
remain anonymous to any third party.

SECTION 1: DEMOGRAPHIC AND GENERAL WORK INFORMATION

General Information (Please Select the Appropriate Choice by Marking One Check-Box)

1. Age:

[ ]18-24 years [[]25-34 years [] 35-44 years [] 45-60 years [] 60+ years
2. Education Level:

[ ]O/A-Level [ ] Diploma [ ] Bachelor’s degree [ ] Master’s degree  [_] Doctorate’s degree
3. Gender:

[ ] Male [ ] Female

4. Designation:

[ ] CFO [ JFinancial advisor

S. For how long time have you been working in the industry?
[ ]Lessthanlyear [ ]1-5years [ ]6-—10years [ ] More than 10 years

SECTION 2: WORK EXPERIENCE AND CONVERSANCE

6. Are you well conversant with the subject of IFRS 9?

[ ] Yes [ ] No
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SECTION 3: SHOW YOUR LEVEL OF AGREEMENT/DISAGREEMNT

Haitham Ahmed Abdelmoneim, The Macrotheme Review 5(2), Summer 2016

7.

IFRS 9 is used on the stock
market of Saudi Arabia and on
internal management reporting
practices

[ 1

[12

[ 13

[ 14

[]5

IFRS 9 is used to measure
financial asset of listed
companies in Saudi Arabian
stock exchange market

[ 1

[12

[ 13

[ 14

[]5

IFRS 9 has played important
role in improving financial
reporting among corporations in
Saudi Arabia

[ ]2

(13

[ ]4

[]5

10.

IFRS 9 is considered as a set of
principles-based  and  high
quality  financial  reporting
standard

(13

[]5

11.

Fair Value Accounting has led
to reliability of financial
information of companies in
Saudi Arabia

[ ]2

(13

[ ]4

[]5

12.

Fair Value Accounting is used
in the recording of liability
assumed and assets acquired by
a business corporation

[ ]2

(13

[ ]4

[]5

13.

Fair value accounting has
contributed to emergence of
suitably and robust disclosures
in financial statements leading
to investors' confidence

[ ]2

(13

[ ]4

[]5
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14. Both FVA and IFRS 9 are used

to measure financial assets of ) (]2 mE []4 []5
listed corporations in Saudi
Arabia

15. Implementation of FVA as per
IFRS 9 is very important for
financial reporting. of intemal m) 2 W [4 15
management reporting practices
as it helps to maintain
transparency

16. When FVA is implemented as
per IFRS 9, it enables ) (]2 mE []4 []5
appropriate  recognition  of
profit/loss of an asset

17. The stock market value and fair
value measured information are | [_]1 []2 K [Ja |5
correlated in Saudi Arabia

THANK YOU FOR YOUR COOPERATION TO MAKE THIS SURVEY A SUCCESS
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