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The Impact of adopting International Financial Reporting Standards
(IFRS) on Interim Financial Reports (INFR) in Iraqi Private Banks (IPB)

Mohammed Kasiem Shariza , M.Sc.(Lecturer)*

Abstract

This research studies the influence of the International Financial Reporting Standards
(IFRS) embrace in Iraqgi Private Banks (IPB). It is aimed to investigating how and
whether the Interim Financial Reports (INFR) in Iragi Private Banks (IPB) changes
following IFRS implementation. An empirical survey-using questionnaire was conducted
to obtain the up aforementioned goal.

The research results shows that Interim Financial Reports (INFR) in Iraqi Private Banks
(IPB) changes also shows that the level of disclosure provided in the Interim Financial
Statements (INFS) increases after adopting IFRS.

The main recommendation for this research is to increase training strength in all
directions related to International Financial Reporting Standards (IFRS) practices to get
usefulness of all possible opportunities may appear.

Keeyword:- International Financial Reporting Standards, Iraqi Private Banks

*Al Mansour University College
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1-Introduction and Research Methodology

The financial statements (FS) manufacture nether accounting practices in many
countries typically and it's dissimilar from those ready underneath usually accepted
accounting principles. this is often expected as an outcome of cultures and market
structures disagree from country to country. While FS in private banks prepared
following U.S. generally accepted accounting principles in all probability sensible to
travel for U.S. business only, financial reports prepared by different private banks
everywhere the planet victimization (IFRS). The European Union (EU) has developed
accounting standards same in structure to U.S. standards. Its accounting standards
board known as International Accounting Standards (IAS) Board (IASB). The IASB
problems accounting standards (ISs) that area unit termed (IFRS). The aim of IASB is
creating a group of FS which will applied by corporations globally, not simply within the
EU. Currently, there area unit above one hundred totally different countries round the
globe have followed or progressing to adopt IFRS. As an outcome, there area
togetherness good efforts to assemble U.S. accumulation with IFRS to assortment
accounting standards round the world. IFRS wants specific disclosures on the
superficies of the FS and any disclosures within the marginal notes in papers of the FS.
The need of IFRS not restricted for yearly reports likewise for these (INFS) issued by
corporations. The Iragi non-public banks has begin adopting IFRS and this may and will
impact (INFS), which can be highlighted during this analysis.

1-1 The research objective:

The objective of the research is to investigating how and whether the Interim Financial
Reports (INFR) in Iraqgi Private Banks (IPB) changes following International Financial
Reporting Standards (IFRS) implementation.

1-2 The research problem:
The Iraqi Private Banks (IPB) Interim Financial Reports (INFR) has a lots of disclosure
weakness which effects negatively on their possible future opportunities.

1-3 The research hypotheses:

The research offers the following hypothesis, which provide solution to the problem
raised before:

(The uses of International Financial Reporting Standards (IFRS) in Iraqi Private Banks
(IPB) increases Interim Financial Reports (INFR) disclosure, which effects positively on
their future opportunities)

1-4 The research importance:
The significance of this research raises within the following points:
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1-Highlight however necessary of International financial reporting Standards (IFRS)
adoption for Iraqi Private Banks (IPB).

2-Evaluate (INFR) disclosure used in (IPB).

3-Review Interim Financial Reports (INFR) disclosure in Iragi Private Banks (IPB) when
International financial reporting Standards (IFRS) implementing.

2- Previous Researches

2-1 Research of (Sawani, Assma, 2017) research title “(The Changing Accounting

Environment: IAS and US implementation)”
Accounting provides helpful data to call manufacturers, thus because the business
environment has modified thus have the accounting standards that govern the
presentation and revelation of knowledge. IAS area unit central to the present
conception. International standards were 1st developed within the late 1960’s
however they need reached their celestial point of importance in today’s economic
and business setting. it's conjointly evident that governments and policymakers
acknowledge this variation. now was created publically once the EU Council of
Ministers passed a resolution requiring all EU firms listed on a regulated market to
arrange accounts using IAS for accounting cycles starting on or once one Jan 2005.
This decisive modification was met with nice furor within the accounting profession
still as in company boardrooms. The IASB welcome the resolution; happy that the
EU was among the primary major “nation-states” to impose the initiative and
embrace IAS. The EU recognized of the various edges types required for
implementing International Accounting & Auditing Standards (IA&ASs). Additionally,
the Securities Exchange Commission (SEC) currently has drawn road show the
needs of U.S. public firms to use International monetary news Standards by 2014. In
light-weight of the benefits and actions of firms and users of economic data turning
into world, the SEC free an announcement declaring its involvement and support to
improve a globally accepted, prime quality monetary news framework. The
advantages of IAS will be monetary, economic and political. Preliminary proof
suggests that firms, lenders, and investors would like a convergence of local
accounting standards with IAS to make a top quality monetary news framework.
Though there square measure important edges to implementing IAS and it's
increasing in importance there square measure still many challenges to additional
development and authoritative implementation. The one shall scrutinize the factors
that action the happening of accounting rules to understand better these challenges.
Such factors will embody, gregarious and educational values; political and legal
systems; business activities and economic conditions; customary setting processes;
types of ownership and capital market; and eventually cooperative nations efforts.
The good understanding of such factors shall mitigate or perhaps eliminate the
challenges to IAS. IAS area unit necessary these days and can most definitely
become additional necessary for the future as they're more developed.

2-2 Research of (Ozkul and Rena, 2016) research title “(IAS adoption and accounting

quality: an overview of Turkey)”
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Accounting information created in organizations very remarkable for users of that
data within and outside organization. The standard of information is of crucial
importance for the organizations’ success and for the information users’ decision-
making method.
High-quality information shall be better represented because the info within the
monetary statements guiding the investors in an exceedingly most correct means
and serving to the structure leadership in their choices. The necessity for
manufacturing high-quality information in Turkey needed a compulsory to adaption
of IFRS. These standards, primarily aiming at informing the capitalist, can for sure
move the method of accounting in Turkey from a taxation centered purpose of read
to a knowledge manufacturing approach. During this study, they tend to examine the
new laws concerning the method of IAS adoption to provide prime quality
information in Turkey.

2-3 Research of (Paiva and Lourenco, 2013) research title “(Determinants of Accounting

Quality: Empirical Evidence from the EU After IFRS Adoption)”
This analysis shows the outcomes of the inquiry of firm’s incentives that square
measure determine accounting quality of companies applying IFRS. Specifically, we
tend to examine earnings management constructs usually wont to assess
accounting standards quality. They proceed a variable multivariate analysis on
companies data in 2006 till year of 2008. Their results give proof that enormous
companies have lower accruals or least earnings management. Further, we discover
that companies with debt supplying would have higher accruals or many earnings
management. Additionally, companies whose money statements square measure
audited by a “Big 4” don't look like to possess a transparent impact on accounting
guality. The completely different the various overall results for countries such as UK
and France indicate that different companies accounting incentives dominate
accounting standards in determinative accounting quality. These findings participate
to the literature by analyzing the factors effects accounting quality in one setting
where high-level accounting standards unit already in use.

2-4 Research of (Barth at.al., 2009) research title “(International Accounting Standards

and Accounting Quality)”
They compare types of accounting amounts of companies that apply IAS to a similar
sample of some companies that don't to analyze whether or not applying IAS is
related to higher accounting quality and lower interest price on cpaital. They discover
that companies who using IAS proof less earnings management, additional timely
loss recognition, and additional price connectedness amounts than those applying
domestic accumulation. Companies applying IAS have higher variance of the
amendment in profit, a better quantitative relation of the variances of the amendment
in profit and alter in money flows, a considerably less correlation among money
flows and the accruals, and a less rates of very little positive profit. They need a
considerably higher frequency of huge negative profit and customarily higher price
connectedness of accounting amounts. Variations between companies applying IAS
and people applying domestic accumulation within the amount before IAS

Al- Mansour University College \The Proceeding of the 17t Scientific Conference April 22 - 2018 | 4-A3



2018 Chewsi 22 e poball alad) pai’gall [ daalall ) gaaiall 4408

companies adopt IAS don't make a matter of the variations in accounting quality.
The companies applying IAS usually show levels of quality higher than after they
antecedently applied domestic standards. The rise in accounting quality for IAS
companies is usually bigger than that for companies applying domestic accumulation
throughout the sample amount. They additionally realize weak proof suggesting that
enforcement of IAS is related to a lower equity price of capital. Overall, their results
recommend betterment in accounting quality related to applying IAS.

3- International Financial Reporting Standards (IFRS)

Since 2001, there were many an unbelievable increase among the using of IFRS round
the world. The specified manner throughout that this went on has varied among
jurisdictions. This section grouped out a quick description of however variety of key
jurisdictions in every continent have ways of the adoption. Some really used full IFRS,
i.e. IFRS as released by IASB Others have converge, or have a plans to be convert
their local standards with the IFRS (Warren at.al., 2016).

An entity is needed to use IFRS one First-time Adopting of IFRS once it 1st confirm
subjugation with IFRS. The ISAB puts good principle for full application of IAS
associated connected interpretations is critical for an entity have ability good enough for
assert monetary statements fits IFRS (as issued by the IASB).

Consequently, it is very important to any country to match their local current standards
with IFRS if these countries has future plans to follow IFRS one so entities coverage
below those standards will assert compliance with IFRS. Additionally the companies
follows IFRS amended are not following IFRS at all (Spiceland at.al., 2016).

The use of a homogenous group of accounting standards (ASs) by corporations
throughout the globe has the potential to boost the equivalence and transparency of
monetary info. The provision of higher quality information shall reduce financial
statement preparation costs and, it is believed, to enable capital markets participants to
make better decisions. The global use of IFRS is a necessary condition for global
comparability, but, on its own, it is insufficient. Global comparability will not done if we
have none strict and regular enforces on standards. However, symmetric application of
the standards can not be achieved unless countries adopt IFRS while not modifying the
standards released by the IASB (Choi and Meek, 2014).

Studies into the influence of the use of IFRS indicate minimized cost of capital and
improvements in share prices and trading, resulting in part from increased disclosure
and enhanced information comparability. However, the research concludes that these
improvements occur in countries with good legal enforcement. The adoption of IFRS
alone is, therefore, improbable to produce symmetric Financial Reporting (FR). The
standards need to be applied, audited and enforced on a consistent basis in order to
gain out the best comparability (Ormiston and Fraser, 2014).

IFRS is currently, along with North American countries generally accepted accounting
principles, one in every of the 2 globally recognized money reporting frameworks.
though the goal of one set of high-quality IAS has not been consummated, given the
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amount of states that have used or converged with IFRS or have plans to within the
future, it's safe to mention that IFRS has become ‘International GAAP’ (GAAP, 2016).
IFRS have emerged during the last 10 years to meet the FR needs of an increasingly
global business environment.

What Is IFRS? IFRS are a group of Global Accounting Standards (GASs) created
internationally by standard-setting body called the (IASB). Like Financial Accounting
Standards Board (FASB), the IASB is an independent entity that establishes accounting
rules. The IASB different from FASB, IASB creates IAS for none specific country in the
other side the FASB issuing ASs to specific country. Rather, it develops accounting
rules that may be utilized by a spread of nations, with the aim of developing one group
of world accounting standards (Hall, 2016).

IFRS applies to corporations that issue in public listed debt or equity securities, referred
to as public corporations, in countries that have approved used IFRS as their
accounting standards. Since 2005, all twenty eight countries within the EC are needed
to organize monetary statements exploitation IFRS.

In addition, quite a hundred different countries have used IFRS for public corporations.
In different major economies, Japan is considering necessary adoption in 2016, Asian
country permits restricted use of IFRS, and China is connection its standards with IFRS
over time. Additionally, the G20 (Group of 20) leadership has required uniform world
accounting standards (Mark, 2016).

The IASB issues three major kind of pronouncements:( Ziman, 2016)

1. International Financial Reporting Standards (IFRS):

They're remarked as (IFRS). The IASB has establish seventeen of those standards up
to now, covering several subjects like business combos and share-based
payments.Before to the IASB (formed in 2001), IASC set up their standards
internationally, that issued (IAS). The committee issued forty one IASs, a number of
these are amended or outmoded by the IASB. Those remaining square measure
thought of underneath the IFRS

2. Conceptual Framework (CFW) for Financial Reporting (FR). (Choi and Meek, 2014).
As a part of a long-range work to maneuver toward the matter resolved approach, the
IASB uses associate degree IFRS abstract framework (FW). This abstract Framework
(FW) for Financial Reporting Standards (FFRS) for the most goal and ideas that the
IASB uses in developing future standards of monetary reportage. The intention of the
document is to make a solid set of outlined ideas a abstract framework that may
function tools for determination existing and raised issues in an exceedingly regular
manner. Being part of Conceptual Framework (CFW) represents the overall purpose
aim for money reportage.

The Conceptual Framework (CFW) associate degreed any changes to that withstand
identical process of law (preliminary views and exposure draft) as an IFRS. However,
this Conceptual Framework (CFW) isn't associate degree IFRS and thence doesn't
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outline standards for any specific measuring or speech act issue. Nothing during this
Conceptual Framework (CFW) overrun any specific international principle.

The Interpretations put out by the IFRS- Interpretations Committee (IC) also are thought
of authoritative and should be followed. These interpretations cowl (1) new known
money reportage problems not specifically treated in IFRS and (2) problems wherever
disappointing or conflicting interpretations have developed, or appear seemingly to
develop, within the absence of authoritative steering.

3. IFRS Interpretations. (Hall, 2016).

The IFRS -IC has issued over twenty of those interpretations thus far. To keep with the
IASB’s own approach to setting standards, the IFRS - IC applies a principles-based
approach in providing informative steering. to the present finish, the IFRS -IC
appearance initial to the Conceptual Framework (CFW) because the foundation for
formulating a accord.

It then appearance to the principles articulated within the applicable standard, if any, to
develop its informative steering and to see that the planned steering doesn't clash with
provisions in IFRS.

The following are a list of IFRS issues: (Kieso at.al., 2016)
1- The CFW for Financial Reporting (FR) (IASB Framework) deals with:

e The objective FR (which is to supply financial info regarding the reportage entity
that's helpful to current and future investors, lenders and different creditors in
creating selections regarding provision of resources to the entity);

e The qualitative characteristics of helpful financial info (relevance, devoted
illustration, alikeness, verifiability, timeliness and understandability); and

e The definition, recognition and measuring of the elements from that money
statements square measure made (assets, liabilities, equity, financial gain and
expenses).

A CFW for FR should be a Theory of Accounting (TOA) versus Accounting Practical
(AP) issues and shall be tested objectively, and also the utility of that is set by the
adequacy of the practical solutions it provides. However, the assorted standard-setting
bodies round the world at the start typically tried to resolve practical accounting and
reporting issues through the event of accounting standards, while not such Associate in
Nursing accepted theoretical frame of reference. The outcome was that standard-
setters specified forms and contents of External Financial Reports (EXFR), without
fixing such fundamental issues as: (GAAP, 2016)

e What are the aims of these reports?

e Who are the users of these reports?

e What are the informational needs of these users?

e What types of report ought to top matches their needs?

Consequently, standards were typically made on a haphazard and fire-fighting’ basis
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with the danger of mutual inconsistencies. against this, AN united framework would, in
theory, give standard-setters with a basis for coming up with standards that facilitate a
lot of consistent external financial reports that meet the requirements of the user.

2- IFRS 1 First-time Adoption of IFRS

3- IFRS 2 Share-based Payment

4- IFRS 3 Business Combinations

5- IFRS 4 Insurance Contracts

6- IFRS 5 Non-current Assets Held for Sale and Discontinued Operations

7- IFRS 6 Exploration for and Evaluation of Mineral Resources

8- IFRS 7 Financial Instruments: Disclosures

9- IFRS 8 Operating Segments

10- IFRS 9 Financial Instruments

11- IFRS 10 Consolidated FS

12- IFRS 11 Joint Arrangements

13- IFRS 12 Disclosure of Interests in Other Entities

14- IFRS 13 Fair Value Measurement

15- IFRS 14 Regulatory Deferral Accounts

16- IFRS 15 Revenue from Contracts with Customers

17- IFRS 16 Leases

18- IFRS 17 Insurance Contracts

4- The Interim Financial Reports (INFR)

The FS covering periods of less than a year square measure known as interim reports.
For accounting info to be helpful to call manufacturers, it should be accessible on a
timely basis. One in all the objectives of interim reporting is to boost the timeliness of
financial information. Interim reporting. IAS No. thirty four needs that a corporation apply
an equivalent policies in its Interim Financial Reports (INFR) because it applies within
the annual financial reports. Therefore, IFRS takes way more of a discrete-period
approach than will U.S. GAAP. Due to the short-run nature of the information in these
reports, there's goodly difference of opinion on the overall approach firms ought to use.
(Warren at.al., 2016).

One group, that favors the distinct approach, believes that firms ought to treat every
Interim Period (IP) as a separate accounting amount. Victimization that treatment, firms
would track the deferrals principles & accruals used for yearly reports. During this read,
firms ought to report Accounting Transactions (ATs) as they occur, and Expense
Recognition (EXR) mustn't amendment with the period covered. Another cluster, that
favors the integral approach, believes that the Interim Report (IR) is associate integral a
part of the yearly report and people deferrals and accruals ought to take into thought
what's going to happen for the complete year. During this approach, firms ought to
assign calculable expenses to components of a year supported sales volume or another
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activity base. In general, IFRS needs firms to follow the distinct approach (Spiceland
at.al., 2016).

IFRS doesn't need a whole set of FS at the interim reporting date. Rather, corporations
could suits the wants by providing condensed monetary statements and elect
informative notes. As a result of users of Interim Financial Reports (INFR) even have
access to recent yearly financial report, corporations solely would like offer clarification
of great events and transactions take place after the last yearly reporting period ends.
Companies have to reports the following interim data at a minimum: (GAAP, 2016):

1-Statement that an equivalent accounting policies and strategies of computation
square measure followed within the INFS as compared with the recent annual FS or, if
those policies or strategies are modified, an outline of the character and impact of the
modification.

2- explanatory comments concerning the seasonality or cyclicality of interim operations.
3-The kind and amount of things poignant assets, liabilities, equity, net income, or cash
flows that square measure unusual due to their nature, size, or incidence.

4- The kind and value of changes in accounting policies and estimates of values
previously reportable.

5-Issuances, repurchases, and repayments of debt and equity securities.

6-Dividends paid (aggregate or per share) singly for stock and alternative shares.
7-Segment info, required by IFRS eight, “Operating Segments.”

8-Changes in contingent liabilities or possible assets since the tip of the last yearly
reporting period.

9-Effect of changes within the composition of the corporate throughout the interim
period, like business combos, getting or losing management of subsidiaries and long
run investments, restructurings, and out of print operations.

10-Other material events following the tip of the interim period that haven't been
mirrored within the FS for the interim period.

If a whole set of FS is provided within the interim report, companies comply with the
provisions of IAS one, “Presentation of monetary Statements.” IFRS reflects a priority of
distinct approach. However, at intervals this broad guideline, variety of distinctive
reporting issues develop in some countries associated with taxes for examples.

5- Data analyses

Characterization of individual factors and functional respondents: Table (1): shows a
description of personal and functional factors of the sample individuals, as follows (The
sample was five IPB each has 8 survey paper from total of 40 questionnaire paper):

- Gender: it is shown that 40 % is male, and 60% is female.

- Age range: it is shown that 17.5% from 25 to 30 years and 22.5% between 31- 40
years, 42.5% between 41 to 50, 15% between 51- 60 years and 27.5 % above 60 years.
- Education: 70% has Bachelor degree, 25% has MSc degree and 5% has PHD degree.
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- Specialization: shows that 40% of sample is accounting specialization, 25% of
respondents are business administration specialization, and 27.5% are finance and
banking specialization, 5%, of them are economic and 2.5% from other specialty.

- Experience years: 12.5% of the samples study their experience less than 3 years, 30%
less than 5 years, 37.5% less than 10 years and 20% more than 10 years.

Table 1. The frequencies and percentages of the personal levels of the respondents

Factor Details Frequency Percentage %
Gender Male 16 40
Female 24 60
Age range 25-30 years 7 17.5
31-40 years 9 22.5
41-50 years 17 42.5
51-60 years 6 15
Above 60 1 2.5
Education BSc degree 28 70
MSc degree 10 25
PHD degree 2 5
Specialization Accounting 16 40
Business administration 10 25
Finance and banking 11 27.5
Economy 2 5
Other 1 2.5
Experience years Less than 3 years 5 12.5
Less than 5 years 12 30
Less than 10 years 15 37.5
More than 10 years 8 20

6- Hypothesis testing and results of the analysis

Below is Table (2): shows the arithmetic mean, standard deviation, and the uses of
IFRS in Iraqi Private Banks (IPB) increases Interim Financial Reports (INFR) disclosure,
which effects positively on their future opportunities:
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Table 2. Shows the arithmetic mean, standard deviation, and the uses of IFRS in
IPB increases Interim Financial Reports (INFR) disclosure, which effects positively
on their future opportunities

No. Paragraph Arithmetic Standard % Ranks
mean deviation
1 The Interim Financial Reports (INFR) under 4.01 0.58 85.6 9
IFRS discloses forward-looking information
in IPB
2 The Interim Financial Reports (INFR) under 4.21 0.61 80.5 4

IFRS discloses information in terms of
business opportunities and risks in IPB

3 The Interim Financial Reports (INFR) under 4.31 0.56 81.3 2
IFRS provides feedback information on
how various market events and significant
transactions affected the IPB

4 The Interim Financial Reports (INFR) under 4.11 0.79 84.2 6
IFRS explains the assumptions and
estimates made clearly in IPB

5 The Interim Financial Reports (INFR) under 4.6 0.90 83.1 1
IFRS highlights the positive and negative
events in a balanced way when discussing
the interim results IPB

6 The Interim Financial Reports (INFR) under 4.03 0.67 86.2 7
IFRS is a well organized
7 The notes to the Balance Sheet(BS) and the 3.94 1.04 78.5 12

income statement are clear in the Interim
Financial Reports (INFR) under IFRS

8 The Interim Financial Reports (INFR) under 4.02 0.73 84 8
IFRS included a comprehensive glossary in
IPB

9 The notes to changes in accounting policies 4.22 0.69 83.2 3

explain the implications of the change in
the Interim Financial Reports (INFR) under
IFRS

10 | The notes to revisions in accounting 4.2 0.77 82.1 5
estimates and judgments explain the
implications of the revision in the Interim
Financial Reports (INFR) under IFRS

11 | Information in the in the Interim Financial 3.98 0.71 81.3 10
Reports (INFR) under IFRS in Iraqi Private
Banks (IPB)is comparable to information
provided by other IPB

12 | Training on the Interim Financial Reports 3.97 0.81 81.2 11
(INFR) under IFRS in IPB to get required
knowledge
Total 4.133 0.738 82.6
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The above results for the 40 questionnaire paper comes from those five Iraqi Private
Banks (IPB) (Bank of Baghdad (BB), Gulf Commercial Bank (GCB), Middle East
Investment Bank (MEIB), Credit Bank of Irag (CBI) and Sumer Commercial Bank
(SCB)) shows that the research hypotheses (The uses of International Financial
Reporting Standards (IFRS) in Iraqi Private Banks (IPB) increases Interim Financial
Reports (INFR) disclosure, which effects positively on their future opportunities) is
correct.

7-

Conclusions

The research found the following results:

1-
2-

This analysis study effects of adopting IFRS in Iraqi Private Banks (IPB).

There area unit changes can happened in Interim Financial Reports (INFR) if
IFRS enforced in IPB.

The Interim Financial Reports (INFR) disclosure in IPB will increase once IFRS
adopted.

The (IFRS) in Iraqgi Private Banks (IPB) effects Interim Financial Reports (INFR)
which mirror positively on private banks future opportunities.

The training periods and ways don't seem to be enough for the staff in IPB to
supply them with needed information concerning (IFRS) and Interim Financial
Reports (INFR).

8- Recommendations:

The research recommends the following:

The research recommends adopting IFRS in Iraqi Private Banks (IPB).

Put a lot of efforts to beat problems of adopting IFRS in Iraqi Private Banks (IPB).
Work on the event of accounting info systems to mend the shortage drawback
then preventing for banks futures.

Banks must increase training strength and period all told directions to implement
(IFRS) in Iraqi Private Banks (IPB) that effects absolutely on Interim Financial
Reports (INFR)

The research suggested more researches on the (IFRS) in IPB and Interim
Financial Reports (INFR).

Al-
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