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The impact of the Implementation of IFRS 15 ""Revenue
from Contracts with Customers” on the quality of
Accounting Earnings.

An Empirical Study on the Saudi Arabia listed Firms

Abstract

The objective of this study is to measure the impact of the implementation of
IFRS 15 "Revenue from Contracts with Customers' on the quality of
accounting earnings. To achieve this objective, the agency theory is used to
derive research hypotheses and identify the effects of implementing of IFRS 15
on value relevance of earning, and discretionary accruals as proxies of earning
quality. This research uses a quantitative research approach. The research sample
included 108 firms with (216) annual reports over a two-year period (2017 and
2018). The empirical evidence reported in this study can be grouped into  two
main results. Firstly, there is a non- significant impact of the implementation of
IFRS 15 on discretionary accruals. Secondly, there is a significant impact of the
implementation of IFRS 15 on value relevance of earning. Finally, the findings
provide evidence that implementation of IFRS 15 lead to increase Value
relevance of accounting earnings. As the profits disclosed in the financial
statements of the companies listed in the Saudi stock market, after applying the
International Financial Report Standard No. (15), became more informative for
investors and other interested parties, regardless of the nature of the economic

sector to which these companies belong.

Keywords: IFRS 15, Earning quality, Value relevance, Discretionary accruals.
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Paired Samples Statistics

Mean N Std. Std. Error
Deviation Mean
Pair 1 DIS.ACC, 2017 | -82199 40 3.21917 5.08996
DIS.ACC, 2018 | -10261 40 3.75745 5.94105
Paired Samples Correlations
N Correlation Sig.
Pair1 | DIS.ACC, 2017 & DIS.ACC, 2018 40 .985 .000
Paired Samples Test
Paired Differences
std 95% Confidence sig
Mean De\?ita?t.ion Errdr Ing;}/:rlec;:‘cghe t df (2-tai|éd)
Mean
Lower Upper
DIS.ACC ,
Pairl ZDOISAEC | 20099 | 813810 | 128675 | S6169.942- | 464368 | 1586 | 39 | 121
2018
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Paired Samples Statistics
Std. Std. Error
Mean N Deviation Mean
Pair 1 DIS.ACC , 2017 -34679 13 8.17442 2.26718
DIS.ACC , 2018 -31602 13 6.53045 1.81122

Paired Samples Correlations
N Correlation Sig.

Pair 1 | DIS.ACC, 2017 & DIS.ACC ,2018 13 985 .000

Paired Samples Test
Paired Differences

Mean Std. Std. 95% Confidence si
Deviatio Error Interval of the t df @ taﬁé d)
n Mean Difference

Lower Upper

. DIS.ACC ,2017
Pair 1 DIS.ACC 2018 -3.07714 2.08054 5.77038 -1.56497 9.49545 -533 | 12 .604

Ja¥) Aligha aladly ddlanfl) alud) —: g Uab —¥

Paired Samples Statistics
Std. Std. Error
Mean N Deviation Mean
Pair 1 DIS.ACC, 2017 -83217 15 1.00323 25903.26
DIS.ACC, 2018 -61236 15 1.06002 27369.63
Paired Samples Statistics
Std. Std. Error
Mean N Deviation Mean
Pair 1 DIS.ACC, 2017 -83217 15 1.00323 25903.26
DIS.ACC, 2018 -61236 15 1.06002 27369.63
Paired Samples Test
Paired Differences
0 | sae nterval of the. ar | S
Std. Std. Error nterval of the t >
Mean Deviation Mean Difference (2-tailed)
Lower Upper
Pairl B:g:ﬁgg gg}g 219805 | 97300735 | 25122941 | -75863.816 | 31902.83485 | -875 | 14 396
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Paired Samples Statistics

Mean N S_td._ Std. Error
Deviation Mean

Pairl | DIS.ACC, 2017 -32166 15 1.92799 49780.58433
DIS.ACC, 2018 -84128 15 2.56208 66152.63384

Paired Samples Correlations

N Correlation Sig.
Pairl | DIS.ACC, 2017 & DIS.ACC, 2018 15 -.730 .002

Paired Samples Test

Paired Differences
95% Confidence -
Std. Sig.
Std. Interval of the t df :
Mean | neviation | EFFOr Difference (2-tailed)
Mean
Lower Upper
Pair 1 DD'f‘é_A:CCC' ‘233178* 5.19617 4.18224 1.07985 | -1.79643 | 2.83567 | .481 | 14 638
Lglp a8 Y1y Alas) adudd) iy Ajad —: gl —o
Paired Samples Statistics
Std. Std. Error
Mean N Deviation Mean
Pair 1 DIS.ACC,2017 | -17704 17 5.91975 1.43575
DIS.ACC,2018 | -20119 17 4.59409 1.11423
Paired Samples Correlations
N | Correlation | Sig.
Pair1 | DIS.ACC, 2017 & DIS.ACC,2018 17 .810 .000
Paired Samples Test
Paired Differences
Std. 95% Confidence Sig.
Mean De\?itgfion Error InItDei:‘:‘I:rlec:ctehe e (2-tailed)
Mean
Lower Upper
Pair 1 DD'ISé'_A:CCC’ ’2%178_ 241428 3.47965 84393.825 | -1.54764 2.03050 | .286 | 16 778
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Paired Samples Statistics

Mean N Std. Std. Error
Deviation Mean
Pair 1 DIS.ACC, 2017 70257 8 2.64054 93357.10292
DIS.ACC, 2018 25532 8 2.21932 78464.76881
Paired Samples Correlations
N Correlation Sig.
Pair1 | DIS.ACC, 2017 & DIS.ACC, 2018 8 .694 .046
Paired Samples Test
Paired Differences
; Std 9:3% Cor;fi?err:ce o sig
Std. : nterval of the t 3
Mean | peviation | EFTOr Difference (2-tailed)
Mean
Lower Upper
Pair 1 g:g:ﬁgg ggig’ 447255 1.93973 | 68579.787 | -1.17440 206891 | 652 | 7 535
JSS daalaidy) cileUadl) —V
Paired Samples Statistics
Std. Std. Error
Mean N Deviation Mean
Pair1 | DIS.ACC, 2017 | -75897 108 3.53122 3.39792
DIS.ACC, 2018 | -81040 108 3.30541 3.18063
Paired Samples Correlations
N | Correlation | Sig.
Pair 1 DIS.ACC, 2017 & DIS.ACC, 2018 108 .968 .000
Paired Samples Test
Paired Differences
std Std. e COTﬁ?‘irr:ce t | df Sig.
. nterval of the :
Mean Deviation Ilf/lrer;)r: Difference (2 tailed)
Lower Upper
Pair 1 B:g:ﬁgg :ggig 514276 8.92543 85884.976 | -1.18829 | 2.21685 | .599 107 551
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Model Summary

Model R R Square Adjusted R Std. Er_ror of the
Square Estimate
1 .848° 719 .700 12.37850
a. Predictors: (Constant), P x EPSi,t, P, BVPSit, P x BVPSi,t, EPSi,t
ANOVA"
Model Sum of df Mean F Sig.
Squares Square
Regression | 29035.734 5 5807.147 37.899 .000°
1 Residual 11338.812 74 153.227
Total 40374.546 79
a. Predictors: (Constant), P x EPSi,t, P, BVPSi,t, P x BVPSi t, EPSi,t
b. Dependent Variable: SP
Coefficients®
Unstandardized Standardized
Model Coefficients Coefficients i Sig.
B Std. Beta
Error

(Constant) 15.863 2.496 6.356 .000
BVPSi t 16.962 4.644 378 3.652 .000

1 EPSi,t 8.145 1.498 667 5.437 .000
P 4.311 3.274 .096 1.317 192

P x BVPSi,t 3.401 6.580 .055 517 .607

P x EPSi,t 2.407 1.876 -.164 1.283 203

a.

Dependent Variable: SP
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Model Summary
Model Adjusted R Std. Error of the
R R Square .
Square Estimate
1 .912° .832 790 9.92524
a. Predictors: (Constant), P x EPSi,t, BVPSi,t, P, EPSi,t, P x BVPSi,t
ANOVA’

Model Sum of Squares df Mean Square F Sig.
Regression 9780.875 5 1956.175 19.858 | .000
Residual 1970.208 20 98.510
Total 11751.083 25

a. Predictors: (Constant), P x EPSi,t, BVPSi,t, P, EPSi,t, P x BVPSi,t
b. Dependent Variable: SP
Coefficients®
Unstandardized Standardized
Model Coefficients Coefficients t Sig.
B Std. Error Beta
(Constant) 10.035 4.203 2.388 027
BVPSi,t 1.838 7.628 .038 241 812
1 EPSi,t 12.194 2.310 .788 5.278 .000
P -.739 5.701 -.017 -.130 .898
P x BVPSi,t 6.414 10.050 .106 .638 531
P x EPSit 2.184 3.162 121 691 498

a.Dependent Variable: SP
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Model Summary

Model R R Square Adjusted R Std. Er_ror of the
Square Estimate
1 .532¢ .383 234 15.67368
a.Predictors: (Constant), P x EPSi,t, EPSi,t, P, BVPSit, P x BVPSi,t
ANOVA”
Model Sum of Squares df Mean Square F Sig.
Regression 2329.433 5 465.887 5.896 .002
1 | Residual 5895.946 24 245.664
Total 8225.379 29

a. Predictors: (Constant), P x EPSi,t, EPSi,t, P, BVPSIi,t, P x BVPSi,t

b. Dependent Variable:

SP

oY
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Coefficients®

Unstandardized Standardized

Model Coefficients Coefficients t Sig.
B Std. Error Beta

(Constant) 25.634 8.275 3.098 .005
BVPSi,t 72.018 512.813 191 725 475
1 EPSit 431 344 241 1.252 223
P 9.068 10.962 274 .827 416
P x BVPSi,t 5.258 715.704 216 .580 567
P x EPSi,t 3.727 2.396 291 1.555 133

a.Dependent Variable: SP
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Model Summary

Model R R Square Adjusted R Std. Er_ror of the
Square Estimate
767° .588 503 17.48569
a.Predictors: (Constant), P x EPSi,t, BVPSi,t, P, EPSit, P x BVPSi,t
ANOVAP
Model Sum of df Mean F | sig.
Squares Square
Regression 10489.817 5 2097.963 6.862 .000°
1 | Residual 7337.981 24 305.749
Total 17827.798 29
a. Predictors: (Constant), P x EPSi,t, BVPSIi,t, P, EPSit, P x BVPSi t
b. Dependent Variable: SP
Coefficients®
Unstandardized Standardized
Model Coefficients Coefficients t Sig.
B Std. Error Beta
(Constant) 35.609 7.939 4,485 .000
BVPSi t 358.312 199.329 .360 1.798 .085
EPSi,t 10.514 2.633 767 3.994 .001
1 P -9.487 11.298 -.195 -.840 409
P x
BVPSi t 47.228 67.264 329 1.299 .206
P x EPSi,t 3.008 3.715 .002 .009 993

a. Dependent Variable: SP
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Model Summary

Model R R Square Adjusted R Std. Er_ror of the
Square Estimate
1 .946° .895 876 13.29021
a.Predictors: (Constant), P x EPSi,t, BVPSi,t, P, EPSi,t, P x BVPSi,t
ANOVAP
Model Sum of df Mean F Sig.
Squares Square
Regression 42247.908 5 8449.582 47.838 .000°
Residual 4945.631 28 176.630
Total 47193.539 33
a. Predictors: (Constant), P x EPSi,t, BVPSit, P, EPSit, P x BVPSi,t
b. Dependent Variable: SP
Coefficients®
Unstandardized Standardized
Model Coefficients Coefficients t Sig.
B Std. Error Beta
(Constant) 22.654 4.502 5.032 .000
BVPSi,t 13.316 49.422 024 .269 .790
1 EPSi,t 12.841 1.214 921 10.575 .000
P -.282 6.156 -.004 -.046 .964
P x BVPSi,t 5.982 6.914 .053 .538 595
P x EPSi t 1.705 1.715 .038 411 .684

a.Dependent Variable: SP

o¢




..... solanl) aa dgBal) (e SN V0 Aol el B L b S

et @l gl G5 cpll e /3

<) ylaad) J:\Jhij Sl —: &l.hl‘. -

Model Summary

Model R R Square Adjusted R Std. Er_ror of the
Square Estimate
1 .683° .540 310 11.31722
a.Predictors: (Constant), P x EPSi,t, BVPSi,t, P, EPSi,t, P x BVPSi,t
ANOVAP
Model Sum of df Mean F Sig.
Squares Square
Regression 659.384 5 131.877 5.030 .040°
1 | Residual 1280.795 10 128.079
Total 1940.178 15
a. Predictors: (Constant), P x EPSi,t, BVPSi,t, P, EPSi,t, P x BVPSi,t
b. Dependent Variable: SP
Coefficients®
Unstandardized Standardized
Model Coefficients Coefficients t Sig.
B Std. Error Beta
(Constant) 14.029 6.932 2.024 071
BVPSi t 109.369 63.310 633 1.728 .005
1 EPSi,t .504 4447 .042 113 .032
P 1.903 9.348 041 .097 925
P x BVPSi,t 4.088 91.313 -.278 592 .037
P x EPSi t 2.849 6.506 154 438 671

a.Dependent Variable: SP
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Model Summary

Model R R Square Adjusted R Std. Error of the
Square Estimate
1 6322 .399 .385 20.3667096

a.Predictors: (Constant), P x EPSi,t, BVPSi,t, P, EPSi,t, P x BVPSi,t
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ANOVA"
Model Sum of df Mean F Sig.
Squares Square
Regression 57830.460 5 11566.092 27.883 .000°
1 | Residual 87108.601 210 414.803
Total 144939.060 215
a. Predictors: (Constant), P x EPSi,t, BVPSi,t, P, EPSi,t, P x BVPSi,t
b. Dependent Variable: SP
Coefficients®
Unstandardized Standardized
Model Coefficients Coefficients t Sig.
B Std. Error Beta
(Constant) 29.926 2.051 14.590 .000
BVPSi t 23.351 5.712 316 4.088 .000
1 EPSi,t 837 .367 132 2.279 .024
P 7.509 2.958 145 2.539 012
P x BVPSi,t 13.811 8.200 137 1.684 044
P x EPSi,t 8.563 1.072 504 7.991 .000

a. Dependent Variable: SP
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