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Abstract

This paper investigates the level of compliance with IFRS 16 (Leases)
Mandatory Presentation and Disclosure Requirements (MPDR) and its
association with the company characteristics in Bahrain as one of the
emerging markets employing both new institutional theory and positive
accounting theory. Using data of all 42 companies listed on Bahraini stock
market in 2018, the year before the mandatory application of IFRS 16, to test
whether the listed companies have early adopted the IFRS 16, and in 2019,
the first year of mandatory application, to test the level of compliance with the
standard MPDR and its association with the company characteristics.

To measure the compliance score, for each company, with IFRS 16 MPDR, I
constructed a checklist based on this standard text issued by IASB and the
checklists developed by the big four auditing firm. This checklist was
constructed in three parts including fifty-one items if a company is lessee and
lessor and 37 items if a company is lessee only. To measure the association
between the compliance level and MPDR, five main hypotheses represent
company characteristics were formulated and tested using the regression
analysis.

This study documented that the average compliance score with IFRS 16
MPDR was 58.72% with a maximum of 83% and minimum of 15%. Our
results also indicated that the level of compliance with IFRS 16 MPDR was
positively and significantly associated with the company size, audit quality
and profitability. On the other hand, leverage was not associated with that
level of compliance and the industry type was associated which suggests that
each industry sector provides different compliance level with IFRS 16 MPDR.
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This study represents a seminal research that measured the level of compliance
with MPDR for IFRS 16 through developing an integrated compliance
checklist. It contributes to the literature by expanding the compliance research
in mandatory setting. It provides empirical evidence about the compliance
level with MPDR of IFRS 16. The results of this study are, of interest to
academics, investors, creditors, financial analysts, government, and
practitioners such as mangers and auditors.

Keywords: IFRS 16, Mandatory Presentation and Disclosure Requirements,
Company Compliance, Compliance Checklist, Emerging Markets,
Bahrain Stock Market, Bahrain.

1. Introduction

This paper investigates the level of compliance with IFRS 16 (Leases)
Mandatory Presentation and Disclosure Requirements (MPDR) and its
association with the company characteristics in Bahrain as one of the
emerging markets employing both new institutional theory and positive
accounting theory. As IFRS 16 (Leases) is effective on or after 1 January
2019, so there is some scarcity on the research on such standard. Up-to date
and to my knowledge no published research on the compliance level with
MPDR. Prior studies regarding the IFRS 16 focused on the financial
consequences of applying this standard (Giner & Pardo, 2018; Morales &
Zamora, 2018; Oztiirk & Sercemeli, 2016; Spanberger & Rista, 2020). So, this
study will be a seminal research on compliance with IFRS 16 MPDR.

IFRSs issued by IASB to accomplish both enhancing reporting quality and

improving the financial statements comparability among countries. IASB, till

now, issued 27 standards under IAS, 17 standards under IFRSs and &

interpretations under International Financial Reporting Interpretation
[184]
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Committee (IFRIC). In 2018, IFRS foundation prepared a “Jurisdictional
Profiles” to demonstrate the degree of implementation of IFRSs around the
global (IFRS, 2018). It shows that more than 87% of authorities require or
permit listed companies to apply IFRSs. Bahrain as one of these countries does
not have a local GAAP and adopting IFRSs in accordance with the
Commercial Companies Law (Decree Law No 21 of 2001). Based on that fact,
all listed companies in Bahraini stock market must apply IFRS, however the
level of compliance with IFRS MPDR, especially the most recent standards,
will stand as argument point, as the decision for the level of compliance is in
the hand of the company’s management.

IFRS 16 (Leases) is the newly born standard of IFRSs that has enormous effect
on the company’s financial reports. This standard was issued on January 1,
2016 to be effective starting from January 1, 2019 with early permitted
adoption. None of listed companies in Bahraini stock market have willingly
adopted this standard before January 1, 2019, however, all companies have
mandatorily applied it starting from January 1, 2019.

This study used two theories, the first one is the new institutionalism theory
and its three isomorphic processes coercive, mimetic and normative (Powell
& DiMaggio, 2012). This theory can be employed to explain the enforced
adoption of IFRS 16 by companies listed on Bahrain stock market. The second
theory is the positive accounting theory (Watts & Zimmerman, 1990), to
explain the compliance level with IFRS 16 and its association with the
company characteristics.

Recently, the level of company compliance with IFRSs, and how the company
characteristics are associated with such level have been investigated by many
researches (Akhtaruddin, 2005; Al Mutawaa & Hewaidy, 2010; Ali, 2020;
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Alnaas & Rashid, 2019; Alsaeed, 2006, Appiah et al., 2016; Bunea-Bontas,
2017; Devalle et al., 2016; Glaum et al., 2013; Samaha & Khlif, 2016).
Analysing the research on compliance revealed that some studies concentrated
on measuring the compliance level with all IFRSs and its association with
company attributes (Kumar & Saini, 2016; Tran et al., 2019; Tsalavoutas et
al., 2020). Another group of studies engaged on the level of compliance with
one accounting topic such as Goodwill and goodwill impairment testing,
related party transactions and income tax (Devalle et al., 2016; Lazar & Velte,
2018) The last group of studies focused on the level of compliance with one
of IFRS such as IFRS 3, IFRS 7, IFRS 9 and IFRS 15 (Glaum et al., 2013;
Sarca & Abdulla, 2015).

This study investigates the compliance level with IFRS 16 MPDR and its
association with the company characteristics in Bahrain as one of the
emerging markets. Using data of all 42 companies that listed on Bahraini stock
market in 2018, the year prior the mandatory adoption of IFRS 16, to test
whether the listed companies have early adopted the IFRS 16, and in 2019,
the first year of mandatory application, to test the level of compliance with the
standard MPDR and its association with the company characteristics. The
choice of Kingdom of Bahrain is based on many factor: the availability of data
relating IFRS 16 presentation and disclosure in the annual reports; the
Bahraini authorities require auditors’ opinion on the compliance with IFRS;
Bahrain is an open market for foreign investment and is not having local
accounting standards, based on this they follow the IFRS implementation;
finally most of the listed companies in the Bahraini stock market are
multinational corporations which entails more need to have IFRS for
comparability and reliability purposes.

[186]
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The study used self-constructed checklist that developed according to Cook’s
method and prepared according to IFRS 16 text issued by IASB and in
guidance of the big 4 accounting firm’s checklists. This checklist includes 51
items disaggregated into the categories of mandatory requirements
(Transition, Presentation, and Disclosure). The compliance score of each
company was calculated based on the applicable presentation and disclosure
items. Taking in our consideration that companies provide the IFRS disclosure
on the several sections in the annual report such as the auditor report, financial
statements, and the notes accompany with the financial statements.

This checklist represents a unique integrated scoring tool that combine
Mandatory Transition Requirements (MTR), Mandatory Presentation
Requirements (MPR), and Mandatory Disclosure requirements (MDR). The
main contributions of current study are the development of compliance scores
for MPDR of IFRS 16 including 51 items divided into 3 categories will be
explained in the methodology. Also, this study contributes to the literature by
expanding the compliance research in both voluntary setting, when the
standard was not effective but early adoption was permitted, and mandatory
setting, when the standard became effective. It provides empirical evidence
about the level of compliance with mandatory presentation and disclosure
requirements of IFRS 16 as new standard that has significant effect on the
financial statements and its association with company characteristics. The
results of this study are, of interest to academics, investors, creditors, financial
analysts, government, and practitioners such as mangers and auditors.

This paper is structured as follows. Section 2 introduces the regulatory context
for IFRS 16 in Bahrain. Section 3 comprises the relevant literature review and
development of the study hypotheses. Section 4 discusses the methodology
and methods. Section 5 present the results and discussion. finally, section 6,
concludes the paper and suggest theoretical and practical implications.
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2. The Regulatory Context of IFRS 16 in Bahrain

The relevant jurisdictional authority for applying IFRS in Bahrain is ministry
of industry, commerce and tourism which works under oversee of company’s
commercial law (Decree Law No. 21 of 2001). Article 219 of this law requires
that the auditor’s report state: “Whether the balance sheet and the profit and
loss account are conforming to the facts, and are prepared according to the
international accounting standards or to the standards approved by the
competent authority; and whether they include all what is provided for in the
law and in the company’s articles of association and honestly and clearly
reflect the actual financial position of the company”. Bahrain has adopted
IFRSs for domestic and foreign companies that listed on its stock market, as
well as for SMEs. Bahrain does not have a local GAAP, so the application of
any new IFRS standard of amendment will be required according to the IFRS
foundation rules.

IFRS 16 replaces both IAS 17, and IFRIC 4. The standard issued on January
1, 2016 to be effective on or after January 1, 2019 with permission of early
adoption. “IFRS 16 introduces a single, on-balance sheet lease accounting
model for lessees. A lessee recognises a right-of-use asset representing its
right to use the underlying asset and a lease liability representing its obligation
to make lease payments. There are optional exemptions for short-term leases
and leases of low value items. Lessor accounting remains similar to the current
standard (i.e. lessors continue to classify leases as finance or operating
leases).”(IFRS, 2016)

This treatment ensues that the presentation of assets, liabilities, expenses, and
cash flow for lessees are more reliable and provides greater transparency. The
disclosure requirements add more information regarding each item in the
financial statements that help users “to assess the effect that leases have on the
financial position, financial performance and cash flows of the lessee”.
Therefore, companies have to disclose more details about all financial
statements items that result from lease contracts (E&Y, 2019, p. 3).

[188]
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IFRS 16 required companies to assess its level of disclosure and whether this
level meets the standard objectives or not, to help users in evaluating the effect
of this standard on the financial statements. When a company applies this
standard for the first time, it can choose between the modified retrospective
approach or the full retrospective approach. Under the first approach, a
company will cumulate the effect of applying this standard on January 1, 2019,
then recognises this effect on retained earnings. According to that, no restating
for the financial information for the year 2018 and consequently, compassion
between 2018 and 2019 cannot be made. Under the second approach, a
company will apply IFRS 16 requirements to the year 2019, as first year and
the year 2018, as year before consequently, comparison between the two years
can be made.

3. Literature Review and Hypotheses Development

Reviewing the literature on implementation or compliance with IFRS in
general or with IFRS 16 in specific reveals that research could be summarized
into two main attributes. The first attribute concentrated on measuring the
level of disclosure requirements and the company characteristics associated
with it. The second attribute examines the level of disclosure requirements and
its consequences on the company financial statements or on the capital market.
For the first attribute, the most common factors among studies is measuring
the level of compliance then relate it with specific theory to provide
justification for this compliance (i.e. positive accounting theory, stakeholder
salience theory). A very recent study, Tsalavoutas et al. (2020) indicated that
there are scarcity on measuring the compliance level with the new IFRS
standard such as, IFRS 9, IFRS 15 and IFRS 16 which applicable on January
1, 2019 and the future research could focus on these standards.
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Tsalavoutas (2011) examines the compliance with IFRSs MDR during 2005,
as it was the first year of applying IFRS by Greek listed companies and the
factors associated with compliance. He found positive association with Big 4
audit firms and companies with positive changes in restated profit of 2004.
Kumar and Saini (2016) investigated the factors that determine IFRS
disclosure compliance for Canadian public firm as IFRS required beginning
on January 1, 2011. The study findings show that three factors have positive
significant association with the compliance level with IFRS including
company size, proportion of foreign sales, and the listing at US stock market.
On the other hand, leverage has negative significant association.

In the developing countries, Tsegba et al. (2017) studied the compliance level
with [FRS and its impact of the company characteristics as applied to financial
companies listed in Nigeria stock market. The results showed that in average
the level of compliance around 86% and profitability has positive significant
association at 10% while the size of company and the auditor size are
positively associated but not significant. Moreover, leverage and
internationality have negative association but not significant. Tawiah and
Boolaky (2019) examined the level compliance with IFRS using data for 13
African countries. Their results showed that the level of compliance in average
was about 73 % and audit committee competence and the existence of
chartered accountants on board have positive and significant association with
the level of compliance. Also, they documented that the compliance with the
most recent standards such as IFRS 3, IFRS 7 and IFRS 13 are low.

Some other studies comprise only on standard or topic, Tahat et al. (2016)
investigated whether the compliance level with IFRS 7 disclosure
requirements has any consequences on the market. They reported that the
company value has positive association with such compliance. Souza and
Borba (2017) investigated whether the disclosure level on IFRS 3 have value
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relevance, through the period from 2010 to 2013 for Brazilian companies and
they found high level of compliance with IFRS 3 and that level was associated
with the stock price.

On the Gulfregion, Al-Shammari et al. (2008) examined the compliance level
with IFRS by firms in the GCC countries. They found that the level of
mandatory compliance associated with the firm size, leverage, and the
internationality Moreover, they reported that the compliance improved
through the investigated years and the level of increase was in Kuwait and
Oman more other GCC countries.

In Bahrain, Juhmani (2012) studied the compliance of companies listed on
Bahrain stock market with mandatory IFRSs disclosure requirements for the
year 2010, and its association with company attributes. His study reported that
the average of compliance level is around 81%. Also, the study documented
that audit firm size and company size are positively associated with the level
of compliance while leverage, profitability, and company age were not
significant. Sarea and Abdulla (2015) studied the compliance level with IFRS
7 by 21 firms listed on Bahrain stock market for the year 2013. They measure
the compliance by designing disclosure compliance checklist of 10
requirements and assigning score 3 if the level of compliance is high, 2 if
medium and 1 if low. They found that the level of compliance differed by
industry type and the investment sector has highest while the insurance
industry has the lowest. In other study, Hassan et al. (2019) studied the level
of compliance of IAS 38 by companies listed on Bahrain stock market for the
year 2016. They found that the level of compliance is 35.4% and the audit firm
size, profitability, leverage and industry type are correlated with it, while age
and company size is not.
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Regarding the literature in IFRS 16, Oztiirk and Sercemeli (2016) investigate
the effect of applying IFRS 16 on the financial statements and the financial
ratios on airline companies. The results show that applying IFRS 16 lead to
significant increases in the assets and liabilities, which will be reflected on
significant increase on leverage and significant decrease on ROA. Morales
and Zamora (2018) examine effect of applying IFRS 16 on financial
statements and they found that the leverage increased, ROA decreased, and
Earnings Before Interest, Tax, Depreciation and Amortization (EBITDA)
increased. This effect is expected to be more in some other industry types such
as retail, airlines, and hotels. Similar recent study conducted by Spanberger
and Rista (2020) who studied how the application of IFRS 16 on companies
listed on Sweden stock market affected the financial statements and its users.
The results indicated that total assets, total liabilities, and EBITDA were
significantly increased in general and for each industry type.

Analysing the previous studies show that most of them concentrated on
measuring the level of compliance with MDR for all IFRSs or for one standard
or topic and relate it with some corporate characteristics. For measuring the
level of compliance some studies used questionnaire (Guerreiro et al., 2008;
Jones & Higgins, 2006; Navarro-Garcia & Bastida, 2010; Rezaee et al., 2010;
Uyar et al., 2016) and other studies used self-constructed checklist (Appiah et
al., 2016; Bova & Pereira, 2012; Devalle et al., 2016; Elsayed & Hoque, 2010;
Santos et al., 2014) while other study classified the level of compliance into 3
categories high, medium and low (Sarea & Abdulla, 2015). The company
characteristics mostly incorporated on these studies are, company size,
leverage, profitability, industry type, quality of auditor, listing status. Most of
these studies were conducted before applying IFRS 16 and none of them
measured the compliance with IFRS mandatory presentation and disclosure
requirements. All studies on IFRS 16, up to date, concentrated on its impact
on the financial statements. So, this study will investigate the level of
compliance with IFRS 16 MPDR and its association with the company
characteristics such as company size, profitability, leverage, quality of auditor
and the industry type.
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3.1 Level of Compliance with IFRS 16 and Company Size

One of the most vital factors that is claimed to influence the level of
compliance with IFRS is the company size. It is argued that bigger companies
are more likely to have higher level of compliance with IFRSs as these
companies worry about their reputation and governmental obstacles (Watts &
Zimmerman, 1978; Holthausen & Leftwich, 1983). This argument is validated
by agency theory (Jensen & Meckling, 1976) which suggests that larger
companies having higher agency cost and disclose more to reduce information
asymmetry. Al-Shammari et al. (2008) documented that larger companies
have more chances to be international which motive companies to provide
more disclosure.

Studies on the association between the compliance level with MPDR and the
company size show mixed results with majority in the line of positive
association. Numerous studies provide evidence that the company size has
positive association with the level of compliance (Akhtaruddin, 2005; Al-
Shammari et al., 2008; Alsaeed, 2006; Dumontier & Raffournier, 1998;
Juhmani, 2012; Kumar & Saini, 2016; Samaha & Stapleton, 2009; Sarea &
Abdulla, 2015; Tsegba et al., 2017). Few studies showed no relationship
between level of compliance and MDR (Glaum et al., 2013; Hassan et al.,
2019).

Based on the above argument, most studies reported positive significant
association between the compliance level with MPDR. The current study will
go with this argument so, the following hypothesis was formulated:

H1: “There is a positive significant association between level of mandatory
presentation and disclosure requirements (MPDR) and company size”.
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3.2 Level of Compliance with IFRS 16 and Company Profitability

According to signalling theory mangers use financial statements presentation
and disclosure as signal to stakeholders to deliver their success. This theory
suggests that profitability can be used to explain the degree of compliance
with IFRS, as companies with more profitability are more motivated to
disclosure their accomplishment.

Regarding the association between the compliance level with IFRS and
company profitability, the accounting literature provide mixed results and
inconsistent findings. Some researchers reported significant positive
association(Akhtaruddin, 2005; Al-Shammari, 2011; Al Mutawaa &
Hewaidy, 2010; Hassan et al., 2019; Tsegba et al., 2017). On the other hand,
some researchers found that profitability is not significantly linked
compliance with IFRS. Samaha and Stapleton (2009) show that profitability
does not affect the compliance level. Alsaeed (2006) and Juhmani (2012)
found no relation between the compliance level with IFRSs disclosure
requirements and profitability.

Based on this argument, most studies support the suggestion of signalling
theory and provided evidence that there is positive association between the
company profitability and the compliance level with IFRSs disclosure. This
study will be in line with stream, so the following hypothesis was formulated:

H2: “There is a positive significant association between level of mandatory
presentation and disclosure requirements (MPDR) and company
profitability ”.

3.3 Level of Compliance with IFRS 16 and Company Leverage

Both signalling theory and agency theory support some association between
the disclosure level and leverage. The first one may provide positive signal to
creditors that your debts are safe by providing more disclosure, while the other
theory suggests that compliance with IFRS disclosure requirements will
reduce the agency costs and enable the company to get more fund.
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The accounting literature, in this regard, provides mixed results. Some studies
came in a line with the theory and provided evidence that the leverage has
positive association with level of IFRS compliance (Al-Shammari et al., 2008;
Samaha & Stapleton, 2009). Another study reported correlation between these
leverage and compliance with IFRS (Hassan et al., 2019). On the other hand,
(Kumar & Saini, 2016); and Sarea and Abdulla (2015) found negative
significant association while Tsegba et al. (2017) reported negative but not
significant association. Other studies reported no effect or association (Al
Mutawaa & Hewaidy, 2010; Juhmani, 2012; Samaha & Stapleton, 2009).

Based on this argument, no agreement among researchers was found regarding
the positive, negative or no association at all between the company leverage
and the compliance level with IFRSs disclosure. This study will go with
literature, so the following hypothesis was formulated:

H3: “There is an association between level of mandatory presentation and
disclosure requirements (MPDR) and company leverage .

3.4 Level of Compliance with IFRS 16 and Quality of External Auditor

Agency theory suggests that compliance with IFRSs disclosure requirements
will reduce the agency costs and the quality of audit firm could explain the
level of compliance. DeFond (1992) stated that big auditors are more capable
and independent and, so they can provide higher quality audit than small one.
Based on that argument, a company with one of the big four audit firms, is
more likely to provide more compliance with IFRSs.

The accounting literature provided evidence that a high quality of external
auditor is highly associated with the compliance level with MDR (Al Mutawaa
& Hewaidy, 2010; Dumontier & Raffournier, 1998; Glaum et al., 2013;
Hassan et al., 2019; Juhmani, 2012; Sarea & Abdulla, 2015) document a
positive association or correlation between size audit firm and the disclosure
level. On the other hand, few studies reported non-significant association (Al-
Shammari, 2011; Al Mutawaa & Hewaidy, 2010).
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Based on the above argument, most studies support the suggestions of agency
theory that there is a positive association between the quality of audit firm and
the compliance level with IFRS. This study will go with theory and the
supported empirical research so, the following hypothesis was formulated:

H4: “There is a positive significant association between level of mandatory
presentation and disclosure requirements (MPDR) and the quality of audit

firm”.
3.5 Level of Compliance with IFRS 16 and Industry Type

Political process theory suggests the compliance level with IFRSs could be
explained by industry sector, as the existence of political costs in some sectors
(Alnaas & Rashid, 2019; Appiah et al., 2016; Guerreiro et al., 2008) employed
this factor in their research based on the argument that companies with high
political prominence and high political costs have to provide higher level of
compliance with [FRS.

Guerreiro et al. (2008) and Appiah et al. (2016) reported that industry type is
associated with the level of compliance with IFRS and the information
technology sector showed the highest level of compliance. Moreover, Al
Mutawaa and Hewaidy (2010) found that the industry type is positively
associated with IFRS’s compliance level. Glaum et al. (2013) documented that
the level of compliance is vary among industry sectors and financial services
sector showed high compliance. Similar study conducted by Yiadom and
Atsunyo (2014) reported that industry type associate positively with IFRSs
compliance and the level of compliance is different from sector to other. A
recent study conformed the previous studies, as it found that that the level of
compliance with IFRS differs based on industry.
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Based on this argument, the political process theory and the empirical research
support the 1 compliance level with IFRS MDR is vary among industry
sectors. This study will go with the theory and the empirical research so, the
following hypothesis will be formulated.

HS5:“There is a significant association between level of mandatory
presentation and disclosure requirements (MPDR) and the industry type .

4. Methodology
4.1 Population, Sampling and Data Collection

The population of this study depicts companies listed on Bahraini stock
market. Forty-two companies were listed in the year 2019, divided into six
sectors namely, industrial, services, investments, commercial banks,
insurance and hotel and tourism. Being the number of listed companies is
relatively small, a complete census is used. So, all the forty-two listed
companies will be included in the study sample.

The data for all listed companies, as secondary data, were obtained from
companies’ annual reports, mainly, auditor report, all financial statements, and
notes to the financial statements. The auditor report employed to confirm the
adoption of IFRS 16, the financial statements worked as source to count the
mandatory presentation requirements items in each statement and as total and
finally the notes to the financial statements functioned to count the mandatory
transition and disclosure requirements.

The data collected for two years, the year 2018 to test whether a company
early adopted IFRS 16 and the year 2019 which the first year for mandatorily
applying the IFRS 16.
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4.2 Measuring the Dependent Variable (Compliance Score)

The structure of compliance score, from information provided on the
companies’ annual reports, was the instrument that used in several studies
(Appiah et al., 2016; Bova & Pereira, 2012; Devalle et al., 2016; Elsayed &
Hoque, 2010; Santos et al., 2014; Tawiah & Boolaky, 2019). This instrument
is more reliable and verifiable and wildly used in the literature. Hence, this
study will follow the literature and build a compliance score for each company
in form the formation on the company annual report.

The main challenge is such instrument is how to establish the compliance
score as we have several methods of measuring compliance. The level of
compliance could provide different scores based on the method used. One of
the most common methods is Cooke’s method, that calculates compliance
ratio by dividing the number of items disclosed by a company to the total
applicable numbers of disclosure items. The non-applicable items to any
company will be excluded from the score. Other methods exist in the literature
but could be not appropriate to this study such as Cooke’s adjusted method
which considered as subjective one. It calculates the score based on the level
of detail provided for each item as an item is fully, partially, or not at all
disclosed. Another method is the PC method that can be used when
compliance score is divided into categories such as standards or topics which
1s not appropriate with this study. However, this dilemma can be avoided when
the study encompasses compliance with only one IFRS standard by using the
Cook’s method, which is more appropriate for this study.

Regarding the calculation of compliance score, presentation and disclosure
checklist was developed using Cook’s method. Then the number of applicable
disclosed items for each company was computed. Taking in our consideration
that companies provide the IFRS 16 disclosure on the several sections in the
annual report such as the auditor report, financial statements, and the notes to
the financial statements. Moreover, each new standard or amendment should
be applied on a particular year will be disclosed under subsection named “New
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and amended standards and interpretations”. Following the literature, a score
of 1 is given the company complies with the disclosure requirement item, and
0 is given if the company is not complying with disclosure requirement item.
NA is given if an item is required but not applicable to the company (Abdullah
et al., 2015; Camfferman & Cooke, 2002; Cooke, 1992; Glaum et al., 2013;
Mazzi et al., 2017; Tawiah & Boolaky, 2019; Tsalavoutas, 2011). The
following table shows the compliance checklists prepared by the big four
auditing firms and by the current study.

Table No. (1): The big four audit firm and the current study compliance checklists

Categories of IFRS 16 MPDR KPMG PWC E&Y Deloitte | This Study
Transition 5 5 6 - 6
Presentation: 9 10 10 9 10
Lessees 7 8 8 9 8
Lessors 2 2 2 - 2
Disclosure: 37 35 37 38 35
Lessees 25 24 27 26 23
Lessors 12 11 10 12 12
Total 51 50 53 47 51

4.3 The Validity and Reliability of Research Instrument

To measure the level of company’s compliance with IFRS, some studies
employed surveys as instrument to collect the data (Guerreiro et al., 2008;
Jones & Higgins, 2006; Larson & Street, 2004; Rezaee et al., 2010; Uyar et
al., 2016). Most surveys applied coding of Yes or No to check if a company
has adopted the IFRS standard or not without showing the degree of fully or
partially compliance. So, the lack or accuracy and reliability of this technique
and the possibility of getting synthetic responses from company mangers
necessitate obtaining alternate instrument which is the compliance score
(Tawiah & Boolaky, 2019).
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Validity conveys to the adequacy of the instrument and reliability conveys to
the quality of compliance score in terms of accuracy, stability, and
consistency. Like other studies the validity was formed in several steps. First,
a self-constructed checklist was constructed from the text of IFRS 16 as issued
by IASB. Second, this checklist was compared with the checklists of the Big
4 accounting firms. Third, some variations on the number of disclosure items
were found which necessitate preparing revised checklist. Fourth, the revised
checklist sent to three independent CPAs hired at Big four firms and three
accounting researchers who did some research on IFRS. Fifth, after
considering all suggestions the final checklist was prepared as it appears in
table (1) above(Abdullah et al., 2015; Camfferman & Cooke, 2002; Cooke,
1992; Mazzi et al., 2017; Tawiah & Boolaky, 2019).

4.4 The Model and Independent Variables Measurement

The model includes the multivariate ordinary least square regression (OLS)
with five independent variables as follows:

MPDRi; = po + p1 CSIZE;: + p2 ROE;; + B3 LEVi: + 4 AUDQUL;; + Bs
INDTYPE;; + €i;

Where:

MPDR;i: = Mandatory presentation and Disclosure Requirements (The
Dependent Variable), which a proxy for the level of compliance with IFRS 16
for company i, year t.

[So = 1s a consistent for company 1, year t.
p1 CSIZE;; = is the size of company 1, year t.
2 ROE;; = is the return on investment as proxy for profitability for company

1yeart.
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p3 LEV;; = is the leverage for company i year t.

P+ AUDQUL;; = is the audit quality for company i year t.

Ps INDTYPE;; = is industry or sector type for company 1 year t.
&i = s the error term for company i year t.

Five independent variables were utilized in this study and employed in the
regression model, as they were hypothesized representing the companies’
characteristics which could be associated with MPDR of IFRS 16. Table 2
below shows the independent variables, the expected association with IFRS
16 MPDR and how the measured.

Table (2): Definitions of independent variables used in the empirical analysis:

Independent Variables Predicted | Definitions
sign
1- Company size (CSIZE) + Company total assets.
2- Firm profitability (ROE) Return on equity, company net profit/ total
" equity
3- Company leverage (LEV) +or- Company total liabilities/total assets.

. . Dummy variable, (1) if the audit firm is
4- Audit lity (AUDQUL + ’
udit Quality (AUDQUL) one of the big four and (0) otherwise.

Dummy variable, (1) if industry, (2) if
5- Industry type (INDTYPE) NA Service (3) if investment, (4) if
commercial Banks, (%) if Insurance, (6) if
Hotel & Tourism.

Notes: 1- Information on all variables was computed at the end of 2019
financial period (IBD = 0.378USS$); 2- Predicted signs of independent
variables were based on their expected association with the level of MPDR of
IFRS 16.
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5. Results and Discussion

This section is dedicated to the study findings and discussion. It divided into
three types of statistical analysis, namely descriptive statistics, univariate
analysis and multivariance analysis.

5.1 Descriptive statistics

At First, the 2018 data for all companies listed on Bahrain stock market was
analysed to test whether these companies early adopted the IFRS 16 or not.
None of these companies early adopted the standard before the effective date
on January 1, 2019. These results supported by coercive isomorphism of the
new institutional theory which suggests that companies will comply if they
are enforced. Tables 3 and 4 below report descriptive statistics for both
nominal (categorized) variables interval or ratio variables. As is shown in table
3, 81% of listed companies in Bahrain stock market hire one of the big four
auditing firm, while the remaining 19% hire auditor not from the big four,
which indicate that the quality of auditing for most listed companies is high.
Company size was categorized into 4 groups, very large, large, medium, and
small based on the value of total assets, these categories rated, 16.7%, 35.7%,
31% and 16.7% respectively. The next table number 4 provides more details
about the value of total assets in monetary form. 64.3% of listed companies
are lessees only while 35.7% are lessees and lessors. Regarding the industry
type (sectors), the highest sector is the service which represent 31%, then, the
investment and commercial banks 21.4% each, industrial 9.5% and finally
hotel and tourism is the lowest sector that valued 4.8%.

Table 4 below shows that average of company size, ROE and leverage valued
$3.4 Billion, about 5.5% and 38.3% respectively. The maximum, minimum
and standard deviation are presented in table 4 below. The average of
compliance with MTR is approximately 70%, the maximum and minimum
ranged from 100% to 33%. These results suggest that the compliance level
with the MTR of IFRS 16 by listed companies on Bahrain stock market is high

aswindow dressing to show compliance.
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Tables (3): Descriptive statistics for nominal (categorized) variables

BIG4
NBIG4

Total
Cat. 1 (Very large)
Cat. 2 (Large)
Cat. 3 (Medio
Cat. 4 (Small)

Total

Lessee Only
Type of Leases Both Lessee and
Lessor

Total
INDTYPE IND

INV
CB

INS
HT

However, the average of compliance with MPR valued 55%, the maximum
and minimum ranged from 88% to 14%. These results suggest that the
compliance level by listed companies in Bahrain stock market with,
presentation requirements on the statement of financial position (i.e. Right-of-
use asset, Lease liability), presentation requirements on the statement of profit
or loss and other comprehensive income (i.e. Depreciation of right-of-use
asset, Interest of lease liability) and presentation requirements on statement of
cash flows (i.e. Cash payments for lease liability, Cash payments for interest

portion of lease liability) are not high and more compliance is required.
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The average compliance level with MDR valued 64% with maximum of 91%
and minimum of 26%. These results suggest that the compliance level of listed
companies in Bahrain stock market with IFRS 16 mandatory disclosure
requirements in the notes is higher than the compliance with mandatory
presentation requirement on the financial statements, however this level is not
high and more disclosure regarding IFRS 16 in the note is required.

Finally, the average compliance level with MPDR valued around 59% with
maximum of 83% and minimum of 15%. These results suggest that the
compliance level of listed companies in Bahrain stock market with IFRS 16
mandatory presentation and disclosure requirements in both financial
statements and their notes is in the midway and some more compliance is
required.

Tables (4): Descriptive statistics for interval (ratio) variables.

$20 614,000 $40 280,051,000 $3 414,249,475 $7 704,562,058
5.48% 12.232
38.31% 32.526
0.7176 0.20014

0.5421 0.18473
0.6420 0.19536
0.5872 0.21307

[204]
Vol.2, No.1, Part 1., Jan. 2021



Scientific Journal for Financial and Commercial Studies and Researches

Dr. Salah Abdel-Hafeez Mostafa Ali

5.2 Univariate analysis

This section of results presents the relationship between MPDR (the
dependent variable) and some of company characteristics (independent
variables). Table 5 below shows Pearson correlation coefficients which
reveals several significant correlations between MPDR and some of the
company characteristics. For instance, a positive significant correlation at
P<0.01 between MPDR as dependent variable and two independent variables
namely company size and audit quality.

These results suggest that the compliance level with IFRS 16 mandatory
presentation and discloser requirements (MPDR) provided by larger
companies is higher than small companies. Larger companies presented more
separated items for right-of-use asset (Leased assets) and lease liability on the
statement of financial position, for depreciation of right-of-use assets and
interest expense of lease liability on the statement of profit or loss and other
comprehensive income and for cash paid to lease liability and cash paid to
interest expense on cash flow statement, as mandatory presentation
requirements of IFRS 16. Moreover, larger companies provided more
disclosure in the notes than smaller companies, as mandatory disclosure
requirements of IFRS 16. Also, these results suggest that the level of
compliance with IFRS 16 MPDR for companies audited by one of the big four
audit firms is higher than companies audited by not big four audit firm. The
reason behind that all big four audit firms have developed checklist for
presentation and disclosure requirements of IFRS 16 which could be used as
guideline by big four audit firm clients.
[205]
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Also, Table 5 below shows a positive significant correlation at P<0.05
between MPDR as dependent variable and profitability measured by ROE.
The interpretation of these results that companies with higher profitability
tend to provide more signal to display their success. No correlation between
MPDR and leverage however, the industry type as a negative but not
significant correlation with MPDR.

The correlation between each independent variable and others independent
variables are weak. All numbers do not exceed 0.7 which does not indicate a

serious multicollinearity problem in the current study.
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Table (5): Person Correlation Matrix

ADUQUL  |ADUQUL
CSIZEC (BIG4) (NBIG4) LEV ROE INDTYPE MTR MPR MDR MPDR
CSIZE 1
AUDQUL (BIGS) 495 1
AUDQUL (NBIGS) -495™ -1.000" 1
LEV AT 278 -278 1
ROE 290 514 -514" 280 1
INDTYPE 063 -.108 108 251 -275 1
MTR 222 260 -260 -125 183 -.158 1
MPR 274 270 -270 -.148 126 -282 8237 1
MDR 251 333" -333° -137 150 -234 817 | 903" 1
MPDR 4147 529" -529™ .005 316° -275 825" | 840" | 917" 1
*% P<(.01 * P<0.05
[207]
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5.3 Multivariate Analysis (Regression Analysis and Hypotheses Testing)
This section is devoted to the results of regression analysis and testing the
study hypotheses. Multiple and simple regression were implemented in the
study. The multiple regression was used to test the significance of the model
in total (the main hypothesis test), while the simple regression was used to test
the sub hypotheses in a single basis simultaneously.

5.3.1 Regression Analysis

Tables 6 below present the results of the regression models used to identify
which of the independent variables (CSIZE, AUDQUL, ROE, LEV and
INDTYPE) included in the regression model contributes to the prediction of
the dependent variables (MPDR) then affects the compliance level with IFRS
16 MPDR. The results show the explanatory power of the model as measured
by adjusted R?, which provides a better estimation of the true population value
(Tabachnick et al., 2007). The value of adjusted R? in the model is 40.2%
which ranked this model as powerful one comparing to the similar studies.
The accounting literature in this field of research reported varied results for
the adjusted R?, for intense, Tsegba et al. (2017) reported adjusted R? of 23%
while Tawiah and Boolaky (2019) reported R? of 20.25% which adjusted R?
will be less.

Further the more, the model in general is significant at p<0.01, which indicate
that the compliance level with IFRS 16 MPDR is explained by the company
characteristics. The explanatory power of each variable included in study
model will be shown in section 5.3.1 used in hypotheses testing. According to
the multiple regression analysis, both company size and audit quality are
positively and significantly associated with IFRS 16 MPDR at p<0.05. On the
other hand, leverage and profitability have positive but not significant
association while industry type has negative not significant association. More
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analysis will be conducted separately for each variable by using simple
regression which can be used to test the study hypotheses.

Table (6): Results of multiple regression analysis for factors associated with

MPDR
Predictors B Beta T Sig. T Effect
CSIZE 0.084 0.384 2.406 0.022 *
AUDQUL 0.294 0.548 3.169 0.003 *x
LEV 0.001 0.190 0.787 0.437 NS
ROE 0.002 0.091 0.521 0.606 NS
INDTYPE -0.012 -0.123 -0.965 0.327 NS
Constant 2.771
R 0.740
R2 0.548
Adj. R2 0.402
F 3.755
F Sig. 0.002%**

**p<0.01 *p<0.05

5.3.1 Hypotheses Testing

This section introduces testing the study hypotheses.

5.3.1.1 Testing the First Hypothesis: Company Size and MPDR

To test this hypothesis, simple regression analysis was used. Its results are
shown in table (7) below:
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Table (7): The association between CSIZE and MPDR

Predictor Beta B R R2 T. Value Sig. T
CSIZE 414 0.091 0.414 0.171 2.874 .006**
Constant 4.543
Adj. R2 0.150
F 8.263
F Sig. 0.006**

**Pp <01

Table (7) above shows that the regression analysis confirms a positive
significant association between company size and IFRS 16 MPDR. The
Adjusted R? indicates that company size interprets 15% of IFRS 16 MPDR.
The significance of F indicates that the regression model is significant at P <
0.01, in addition, the significance of T indicates that the regression coefficients
B and Beta are significant.

Based on the above analysis, we conclude that company size is positively
associated with the IFRS 16 mandatory presentation and disclosure
requirements. Hence, we accept H1, as:

“There is a positive significant association between level of mandatory
presentation and disclosure requirements (MPDR) and company size”.

These results are supported by the agency theory which suggests that larger
companies having higher agency cost and disclose more to reduce information
asymmetry. Also, the results are consistent with mainstream of literature on
this regard. As many studies reported similar association between company
size and level of compliance of [FRSs MDR (Juhmani, 2012; Kumar & Saini,
2016; Samaha & Stapleton, 2009; Sarea & Abdulla, 2015; Tsegba et al.,
2017). So, this study confirmed the prior studies in compliance research.
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5.3.1.2 Testing the Second Hypothesis: Company Profitability and MPDR

To test this hypothesis, simple regression analysis was used. Its results are
shown in table (8) below:

Table (8): The association between ROE and MPDR

Predictor Beta B R R2 T. Value |Sig. T
ROE 0.316 0.006 0.316 0.100 2.109 041%*
Constant 16.640
Adj. R2 0.078
B 4.446
F Sig. 0.041*

*P <05

Table (8) above shows that the regression analysis confirms positive
significant association between ROE as proxy for profitability and IFRS 16
MPDR. The Adjusted R? indicates that Profitability interprets about 8% of
IFRS 16 MPDR. The significance of F indicates that the regression model is
significant at P < 0.05, in addition, the significance of T indicates that the
regression coefficients B and Beta are significant.

Some controversy between the results of multiple regression and simple
regression regarding the association between profitability and IFRS 16
MPDR. According to multiple regression, the association is positive
nonsignificant, but according to simple regression the association is positive
significant at P < 05. This controversy can be explained as some little
correlation, according to the results on the correlation matrix, among the
independent variables themselves could be exist. This little correlation does
not provide any evidence for multicollinearity as explained before in
univariance section.
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Based on the above analysis, we conclude that profitability is positively
associated with the IFRS 16 mandatory presentation and disclosure
requirements. Hence, we accept H2, as:

“There is a positive significant association between level of mandatory
presentation and disclosure requirements (MPDR) and company
profitability .

These results are supported by the suggestion of signalling theory that
companies with high profitability disclose more. Also, results are consistent
with most studies on this regard. Several studies reported same positive
significant association(Al-Shammari, 2011; Al Mutawaa & Hewaidy, 2010;
Hassan et al., 2019; Tsegba et al., 2017). In contrast, the study results are not
consistent some researchers who documented that profitability has no effect
on the compliance level or no relation between them (Alsaeed, 2006; Juhmani,
2012; Samaha & Stapleton, 2009).

5.3.1.3 Testing the Third Hypothesis: Company Leverage and MPDR

To test this hypothesis, simple regression analysis was used. Its results are
shown in table (9) below:

Table (9): The association between LEV and MPDR

Predictor Beta B R R2 T. Value |Sig. T
LEVERAGE .005 3.108 .005 0.001 0.030 976+ NS
Constant 11.700

Adj. R2 0.025

F 0.001

F Sig. 0.976 NS

NS: not significant
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The above results in table (9) show that the regression parameters confirm no
association between leverage and IFRS 16 MPDR. The Adjusted R? indicates
that leverage interprets only 2.5% of IFRS 16 MPDR. Sig. F indicates the
regression model is not significant which indicates that leverage is not
associated with IFRS 16 MPDR. This result could be explained by signal
theory as companies will not disclose the bad news such as the high leverage.

Based on the above analysis, we conclude that leverage is not associated with
the IFRS 16 mandatory presentation and disclosure requirements. Hence, we
reject H3, as:

“There is an association between level of mandatory presentation and
disclosure requirements (MPDR) and company leverage”.

These results are not consistent with few studies that found positive significant
association (Al-Shammari et al., 2008; Samaha & Stapleton, 2009). Also, are
not consistent with the studies that reached negative significant
association(Kumar & Saini, 2016; Sarea & Abdulla, 2015). However, these
results are consistent with other studies who reported no effect or association
(Al Mutawaa & Hewaidy, 2010; Juhmani, 2012; Samaha & Stapleton, 2009).

5.3.1.4 Testing the Forth Hypothesis: Audit Quality and MPDR

To test this hypothesis, simple regression analysis was used. Its results are
shown in table (10) below:
Table (10): The association between BIG4 and MTDR

Predictor Beta B R R2 T. Value Sig. T
BIG4 0.529 0.284 0.529 0.280 5.834 0.000**
Constant 5.834
Adj. R2 0.262
F 15.561
F Sig. 0.000%**

**P <001
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Table (10) shows that the regression analysis confirms positive significant
association between big four as proxy for audit quality and IFRS 16 MPDR.
The Adjusted R? indicates that audit quality interprets 26.2% of the IFRS 16
MPDR. The significance of F indicates that the regression model is significant
at P < 0.001, in addition, the significance of T indicates that the regression
coefficients B and Beta are significant.

Based on the above analysis, we conclude that audit quality is positively
associated with the IFRS 16 mandatory presentation and disclosure
requirements. Hence, we accept H4, as:

“There is a positive significant association between level of mandatory
presentation and disclosure requirements (MPDR) and quality of audit

firm”.

These results are consistent with main stream of literature that report positive
and significant association(Hassan et al., 2019; Juhmani, 2012; Sarea &
Abdulla, 2015). On the other hand, this study is not in line with some studies
that reported non-significant association (Al-Shammari, 2011; Al Mutawaa &
Hewaidy, 2010).

5.3.1.5 Testing the Fifth Hypothesis: Industry Type and MPDR

To test this hypothesis, simple regression analysis was used. Its results is
shown in table (11) below:

Table (11): The association between INDTYPE and MTPDR

Predictor Beta B R R2 T. Value Sig. T
Sectors as one | -0.275 -0.038 .275a .076 1.810 .078%*
variable
Constant 9.484
Adj. R2 .053
F 3.275
F Sig. .078%*
*p<0.10
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The results in table (11) above show that the regression parameters confirm a
significant association at p<0.10 between industry type and IFRS 16 MPDR.
The Adjusted R? indicates that industry type interprets 5.3% of IFRS 16
MPDR. The significance of F indicates that the regression model is significant
at P < 0.10, in addition, the significance of T indicates that the regression
coefficients B and Beta are significant.

Based on the above analysis, we conclude that industry type is associated with
the IFRS 16 mandatory presentation and disclosure requirements. Hence, we
accept HS, as

“There is an association between level of mandatory presentation and
disclosure requirements (MPDR) and the industry type”.

This study is on a line with several studies who reported that industry type is
associated with the level of compliance with IFRS (Appiah et al., 2016; Glaum
et al., 2013; Guerreiro et al., 2008). However, results are not consistent with
other studies. These results suggest that each industry sector provides different
level of compliance with IFRS 16 MPDR. Results are reasonable as the lease
in some industries with high value assets such IT, airplanes ...etc. has more
consideration than other sectors with low value assets such as some service
sectors.

6. Conclusion and Implications

This paper investigated the level of compliance with IFRS 16 mandatory
presentation and disclosure requirements (MPDR) and its association with the
company characteristics in Bahrain as one of the emerging markets using both
new institutional theory and positive accounting theory. The first theory has
been employed through coercive isomorphism that all listed companies
applied the IFRS 16 when they enforced to do so starting January 1, 2019.
None of these companies early adopted the standard. The second theory
employed through the association between the level of compliance with IFRS
16 and the company Characteristics.
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Using data of all 42 companies listed on Bahraini stock market in 2018, the
year before the mandatory application of IFRS 16, to test whether the listed
companies have early adopted the IFRS 16, and in 2019, the first year of
mandatory application, to test the level of compliance with the standard
MPDR and its association with the company characteristics.

To measure the compliance score, for each company, with IFRS 16 MPDR, I
constructed a checklist based on this standard text issued by IASB and the
checklists developed by the big four auditing firm. This checklist constructed
in three parts including fifty-one items if a company is lessee and lessor and
37 items if a company is lessee only. Of the fifty one items; six items assigned
to mandatory transition requirements (MTQ) to be applied in 2019 only as
first year of adopting IFRS 16; ten items (eight items if a company is lessee
only) assigned to mandatory presentation requirements (MPR); thirty five
items (twenty three items if a company is lessee only) assigned to mandatory
disclosure requirements (MDR). Then the level of compliance for each
company calculated by dividing the number of applicable presented and
disclosed items over the total applicable presentation and disclosure items.

This study documented that the average compliance score with IFRS 16
MPDR was 58.72% with a maximum of 83% and minimum of 15%. The
compliance score with MTR was the highest score that recorded 72.76%,
followed by the compliance with MDR that recorded 64.20% and the lowest
compliance score was with MPR which recorded 54.21%. These results reveal
that the level of compliance with IFRS 16 MPDR is in average and companies
offered more attention to compliance with the transition requirements than
presentation and disclosure requirements.
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Our results also indicated that the level of compliance with IFRS 16 MPDR
was positively and significantly associated with the company size, audit
quality and profitability. On the other hand, leverage was not associated with
that level of compliance and the industry type was negatively associated which
suggests that each industry sector provides different level of compliance with
IFRS 16 MPDR. This study represents one of the early studies that developed
an integrated compliance checklist that measured the level of compliance with
MPDR for IFRS 16 as newly born standard.

The results of this study have practical and theoretical implications. On the
practical level, this study provides empirical evidence regarding the
association between company characteristics and the level of compliance with
MPDR of IFRS 16 through identifying five company-specific characteristics
that influence compliance with the presentation and disclosure requirements
in the Bahraini listed companies. This would help accounting policy makers
in emerging economies to know about the best practices in compliance with
IFRS 16. The results of this study are, of interest to academics, investors,
creditors, financial analysts, governments, and practitioners such as mangers
and auditors.

On the theoretical level, this study contributes to disclosure literature by
developing new integrated compliance checklist with IFRS 16 relating to
emerging economies in general and Bahrain, in particular. The compliance
checklist included three parts: compliance with mandatory transition
requirement (MTR), compliance with mandatory presentation requirement
(MPR) and compliance with mandatory disclosure requirement (MDR).
Moreover, this study contributes to the literature by expanding the compliance
research in both voluntary setting, when the standard was not effective but
early adoption was permitted, and mandatory setting, when the standard
became effective.
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There are some limitations of the current study. First, the level of compliance
measured through the year 2019 only as it was the first year of applying IFRS
16. Second, the current investigation scope was restricted to Bahraini context
and the findings could be generalized in the emerging markets, but some
future studies needed to confirm these results. Third, the study sample was
relatively small, and it is recommended for this study to be re-conducted with
a larger sample. Third, the author suggests case studies to be conducted in
Bahraini companies to understand more about the institutionalization of IFRS
16 and its related implementation practices. Finally, this study has not
deployed corporate governance mechanisms as a controlling variable in the
statistical analysis to be conducted in future research.

7. References

Abdullah, M., Evans, L., Fraser, 1., & Tsalavoutas, I. (2015). IFRS Mandatory
disclosures in Malaysia: the influence of family control and the value
(ir)relevance of compliance levels. Accounting Forum, 39(4), 328-
348. doi:https://doi.org/10.1016/j.accfor.2015.05.003

Akhtaruddin, M. (2005). Corporate mandatory disclosure practices in
Bangladesh. The International Journal of Accounting, 40(4), 399-422.
doi:https://doi.org/10.1016/j.intacc.2005.09.007

Al-Shammari, B. (2011). Factors influencing the extent of mandatory

compliance with international financial reporting standards: the case
of Kuwaiti listed companies. Journal of International Business and
Economics, 11(4), 11-31.

Al-Shammari, B., Brown, P., & Tarca, A. (2008). An investigation of
compliance with international accounting standards by listed
companies in the Gulf Co-Operation Council member states. The

[218]


https://doi.org/10.1016/j.accfor.2015.05.003
https://doi.org/10.1016/j.intacc.2005.09.007

Scientific Journal for Financial and Commercial Studies and Researches

Dr. Salah Abdel-Hafeez Mostafa Ali

International  Journal  of  Accounting,  43(4), 425-447.
doi:https://doi.org/10.1016/j.intacc.2008.09.003

Al Mutawaa, A., & Hewaidy, A. (2010). Disclosure level and compliance with
IFRSs: An empirical investigation of Kuwaiti companies.
International Business, Economics Research Journal, 9(5), 33-50.

Ali, A. (2020). The Level of Adoption of the International Accounting
Standard 34 (IAS 34.): The Case of Bahrain Listed Companies.
Journal of Economics Business Economics Research Journal, 3(1),
142-150.

Alnaas, A., & Rashid, A. (2019). Firm characteristics and compliance with
IAS/TFRS: Evidence from North African companies. Journal of
Financial  Reporting  and  Accounting,  17(3), 383-410.
doi:10.1108/JFRA-06-2018-0052

Alsaeed, K. (2006). The association between firm-specific characteristics and
disclosure: The case of Saudi Arabia. Managerial Auditing Journal,
21(5),476-496. doi:10.1108/02686900610667256

Appiah, O., Awunyo-Vitor, D., Mireku, K., & Ahiagbah, C. (2016).
Compliance with international financial reporting standards: the case
of listed firms in Ghana. Journal of Financial Reporting and
Accounting, 14(1), 131-156. doi:10.1108/JFRA-01-2015-0003

Bova, F., & Pereira, R. (2012). The determinants and consequences of
heterogeneous IFRS compliance levels following mandatory IFRS
adoption: Evidence from a developing country. Journal of
international accounting research, 11(1), 83-111.

Bunea-Bontas, C. A. (2017). Lease accounting under IFRS 16 and IAS 17-a

comparative approach. REVISTA ECONOMIA CONTEMPORANA,
2(2), 78-84.

[219]


https://doi.org/10.1016/j.intacc.2008.09.003

Scientific Journal for Financial and Commercial Studies and Researches

Dr. Salah Abdel-Hafeez Mostafa Ali

Camfferman, K., & Cooke, T. (2002). An analysis of disclosure in the annual
reports of UK and Dutch companies. Journal of international
accounting research, 1, 3-30.

Cooke, T. (1992). The Impact of Size, Stock Market Listing and Industry Type
on Disclosure in the Annual Reports of Japanese Listed Corporations.
Accounting  and  Business  Research,  22(87),  229-237.
doi:10.1080/00014788.1992.9729440

DeFond, M. (1992). The association between changes in client firm agency
costs and auditor switching. Auditing, 11(1), 16.

Devalle, A., Rizzato, F., & Busso, D. (2016). Disclosure indexes and
compliance with mandatory disclosure—The case of intangible assets
in the Italian market. Advances in Accounting, 35, 8-25.
doi:https://doi.org/10.1016/j.adiac.2016.04.003

Dumontier, P., & Raffournier, B. (1998). Why firms comply voluntarily with

IAS: An empirical analysis with Swiss data. Journal of International
Financial Management, Accounting and Business Research, 9(3),
216-245.

E&Y. (2019). Applying IFRS Presentation and disclosure requirements of
IFRS 16  Leases [Press  release].  Retrieved  from
file:///C:/Users/samal/Downloads/ey-apply-leases-pd-december-
2019.pdf

Elsayed, O., & Hoque, Z. (2010). Perceived international environmental
factors and corporate voluntary disclosure practices: An empirical
study. The  British  Accounting  Review, 42(1), 17-35.
doi:https://doi.org/10.1016/1.bar.2010.01.001

[220]


https://doi.org/10.1016/j.adiac.2016.04.003
https://doi.org/10.1016/j.bar.2010.01.001

Scientific Journal for Financial and Commercial Studies and Researches

Dr. Salah Abdel-Hafeez Mostafa Ali

Giner, B., & Pardo, F. (2018). The value relevance of operating lease
liabilities: Economic effects of IFRS 16. Australian Accounting
Review, 28(4), 496-511.

Glaum, M., Schmidt, P., Street, D., & Vogel, S. (2013). Compliance with
IFRS 3- and IAS 36-required disclosures across 17 European
countries: company- and country-level determinants. Accounting and
Business Research, 43(3), 163-204.
doi:10.1080/00014788.2012.711131

Guerreiro, M. S., Rodrigues, L. L., & Craig, R. (2008). The preparedness of
companies to adopt International Financial Reporting Standards:
Portuguese  evidence.  Accounting  Forum, 32(1), 75-88.
doi:https://doi.org/10.1016/j.accfor.2007.11.001

Hassan, S., Sarea, A., & Kukreja, G. (2019). Testing the Level of Compliance
of International Accounting Standard IAS 38: Evidence from Bahrain.
Accounting and Finance Research, 8(3), 136-148.

Holthausen, R., & Leftwich, R. (1983). The economic consequences of

accounting choice implications of costly contracting and monitoring.
Journal of accounting economics, 5, 77-117.

IFRS. (2016, 31/08/2020). Effects Analysis International Financial Reporting
Standard: IFRS 16 Leases. Retrieved from
https://www.ifrs.org/issued-standards/list-of-standards/ifrs-16-leases/

IFRS. (2018). Who uses IFRS standards? Retrieved from
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-
jurisdiction/

Jensen, M., & Meckling, W. (1976). Theory of the firm: Managerial behavior,
agency costs and ownership structure. Journal of financial economics,
3(4), 305-360. doi:https://doi.org/10.1016/0304-405X(76)90026-X

[221]


https://doi.org/10.1016/j.accfor.2007.11.001
https://www.ifrs.org/issued-standards/list-of-standards/ifrs-16-leases/
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/
https://doi.org/10.1016/0304-405X(76)90026-X

Scientific Journal for Financial and Commercial Studies and Researches

Dr. Salah Abdel-Hafeez Mostafa Ali

Jones, S., & Higgins, A. (2006). Australia's switch to international financial
reporting standards: a perspective from account preparers. Accounting
& Finance, 46(4), 629-652.

Juhmani, O. (2012). Factors influencing the extent of corporate compliance
with IFRS: evidence from companies listed in Bahrain Stock
Exchange. Journal of International Business Economics, 12(2), 67-79.

Kumar, G., & Saini, J. (2016). Determinants of IFRS Compliance by Canadian
Companies. International Journal of Corporate Finance Accounting
& Finance, 3(2), 42-57.

Larson, R., & Street, D. (2004). Convergence with IFRS in an expanding
Europe: progress and obstacles identified by large accounting firms’
survey. Journal of International Accounting, Auditing and Taxation,
13(2), 89-119. doi:https://doi.org/10.1016/j.intaccaudtax.2004.09.002

Lazar, L., & Velte, P. (2018). Determinants of mandatory goodwill disclosure:

the case of impairment testing in Germany. International Journal of
Managerial Financial Accounting, 10(4), 301-330.

Mazzi, F., André, P., Dionysiou, D., & Tsalavoutas, I. (2017). Compliance
with goodwill-related mandatory disclosure requirements and the cost
of equity capital. Accounting and Business Research, 47(3), 268-312.
doi:10.1080/00014788.2016.1254593

Morales, J., & Zamora, C. (2018). IFRS 16 (leases) implementation: Impact
of entities’ decisions on financial statements. Aestimatio: The IEB
International Journal of Finance, 17, 60-97.

Navarro-Garcia, C., & Bastida, F. (2010). An empirical insight on Spanish
listed companies’ perceptions of International Financial Reporting

Standards. Journal of International Accounting, Auditing and

[222]


https://doi.org/10.1016/j.intaccaudtax.2004.09.002

Scientific Journal for Financial and Commercial Studies and Researches

Dr. Salah Abdel-Hafeez Mostafa Ali

Taxation, 19(2), 110-120.
doi:https://doi.org/10.1016/j.intaccaudtax.2010.07.003

Oztiirk, M., & Sercemeli, M. (2016). Impact of New Standard" IFRS 16
Leases" on Statement of Financial Position and Key Ratios: A Case

Study on an Airline Company in Turkey. Business Economics
Research Journal, 7(4), 143-157.
Powell, W., & DiMaggio, P. (2012). The new institutionalism in
organizational analysisoduction.: University of Chicago press.
Rezaee, Z., Smith, M., & Szendi, J. (2010). Convergence in accounting
standards: Insights from academicians and practitioners. Advances in
Accounting, 26(1), 142-154.
doi:https://doi.org/10.1016/j.adiac.2010.01.001

Samaha, K., & Khlif, H. (2016). Adoption of and compliance with IFRS in
developing countries: A synthesis of theories and directions for future

research. Journal of Accounting in Emerging Economies, 6(1), 33-49.
doi:10.1108/JAEE-02-2013-0011

Samaha, K., & Stapleton, P. (2009). Firm-specific determinants of the extent
of compliance with international accounting standards in the corporate
annual reports of companies listed on the Egyptian Stock Exchange: a
positive accounting approach. Afro-Asian Journal of Finance,
Accounting & Finance, 1(3), 266-294.

Santos, S., Ponte, R., & Mapurunga, R. (2014). Mandatory IFRS adoption in
Brazil (2010): Index of compliance with disclosure requirements and
some explanatory factors of firms reporting. Revista Contabilidade
Financas, 25(65), 161-176.

Sarea, M., & Abdulla, Z. (2015). The level of compliance with International
Financial Reporting Standards (IFRS 7): Evidence from Bahrain

[223]


https://doi.org/10.1016/j.intaccaudtax.2010.07.003
https://doi.org/10.1016/j.adiac.2010.01.001

Scientific Journal for Financial and Commercial Studies and Researches

Dr. Salah Abdel-Hafeez Mostafa Ali

Bourse. World Journal of Entrepreneurship, Management and
Sustainable Development, 11(3), 231-244. doi:10.1108/WJEMSD-02-
2015-0009

Souza, M., & Borba, A. (2017). Value relevance vis-a-vis disclosure on
business combinations and goodwill recognized by publicly traded
Brazilian companies. Revista Contabilidade Finangas, 28(73), 77-92.

Spénberger, J., & Rista, M. (2020). Implications of IFRS 16 adoption :
Evidence from Swedish publicly listed firms. (Independent thesis
Advanced level (degree of Master (One Year)) Student thesis),
Retrieved from  http://urn.kb.se/resolve?urn=urn:nbn:se:uu:diva-
414750 DiVA database.

Tabachnick, B., Fidell, L., & Ullman, J. (2007). Using multivariate statistics
(Vol. 5): Pearson Boston, MA.

Tahat, A., Dunne, T., Fifield, S., & Power, M. (2016). The impact of IFRS 7
on the significance of financial instruments disclosure: Evidence from
Jordan.  Accounting  Research  Journal, 29(3), 241-273.
doi:10.1108/ARJ-08-2013-0055

Tawiah, V., & Boolaky, P. (2019). Determinants of IFRS compliance in
Africa: analysis of stakeholder attributes. International Journal of
Accounting &  Information Management, 27(4), 573-599.
doi:10.1108/1JAIM-09-2018-0110

Tran, T., Ha, X., Le, T., & Nguyen, N. (2019). Factors affecting IFRS
adoption in listed companies: Evidence from Vietnam. Management
Science Letters, 9(13), 2169-2180.

Tsalavoutas, 1. (2011). Transition to IFRS and compliance with mandatory

disclosure requirements: What is the signal? Advances in Accounting,
27(2), 390-405. doi:https://doi.org/10.1016/j.adiac.2011.08.006

[224]


http://urn.kb.se/resolve?urn=urn:nbn:se:uu:diva-414750
http://urn.kb.se/resolve?urn=urn:nbn:se:uu:diva-414750
https://doi.org/10.1016/j.adiac.2011.08.006

Scientific Journal for Financial and Commercial Studies and Researches

Dr. Salah Abdel-Hafeez Mostafa Ali

Tsalavoutas, 1., Tsoligkas, F., & Evans, L. (2020). Compliance with IFRS
mandatory disclosure requirements: a structured literature review.
Journal of International Accounting, Auditing and Taxation,
ForthcomingnAvailable at SSRN 3513301.

Tsegba, 1., Semberfan, J., & Tyokoso, G. (2017). Firm characteristics and
compliance with International Financial Reporting Standards (IFRS)
by listed financial services companies in Nigeria. Applied Finance
Accounting & Finance, 3(1), 83-93.

Uyar, A., Kilig, M., & Gokgen, B. A. (2016). Compliance with TAS/IFRS and
firm characteristics: evidence from the emerging capital market of
Turkey. Economic research-Ekonomska istrazivanja, 29(1), 148-161.

Watts, R., & Zimmerman, J. (1978). Towards a positive theory of the
determination of accounting standards. Accounting review, 53(1), 112-
134.

Watts, R., & Zimmerman, J. (1990). Positive accounting theory: a ten year
perspective. Accounting review, 65(1), 131-156.

Yiadom, E., & Atsunyo, W. (2014). Compliance with international financial
reporting standards by listed companies in Ghana. International
Journal of Business Management, 9(10), 87-100.

Notes:

IFRS® Foundation, Use of IFRS Standards around the world, 2018; Available

at https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-

jurisdiction/

Article 219 of the Commercial Companies Law of the Kingdom of Bahrain

(Decree Law No 21 of 2001).

[225]


https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/

Scientific Journal for Financial and Commercial Studies and Researches

Dr. Salah Abdel-Hafeez Mostafa Ali

VN ARy gl Allall U el dal 3 2Ll g i adl cilullalial (e 3y (g gl
JLE0Y (3) gl gan) Cpa Jal 148 LAY (ailad
s Alaas Budall ae 7Na/a

& croadl el Aaala (Jlae Y1 5 1) 4Ky el Ml
H‘L)m\mb ‘3)1%3]\@5..:0‘)3.4

il padlal)

il 3l snd) aalS oyl Ay g 8 daaall IS AN led) (6 giue Al all s3a i
Al 5 (Lla¥) 258 ) 1T A8 Al gall lseall dael 1Y) Zliad) 5 a jall Cilidlaial
kil 5 saaal) Lpsal) 400l (g0 IS e slaie YU @lld g 3,80 Gailady (5 sl 128
da 5 8 A el S aran iy alasiul e Al jall adiai s daulaadl 8 dplagY)
Y OVA ale 8 llnll araad of iy leUad G ) Aanda 48 55 €Y ladae Wadae 5 o sl
13) La LY ¢ lmall el 3 Gadaill Sl aladl g 5 ¥ 0 ) A ale bl Caadin Cua (Y )4
ple bl Ciaddinl 3 ¢ VT a8 ) Hlirall JSuall (g HLIAY) (Galailly Caald 38 da jaall SIS HAN cilS
oaoall clllid Gl al Gled) (s siue SLERY el Y Gabaill J5Y1 aladl s 5 (Y404
AT Al Al ol Jgall leeall 4l Y1 ~LaiVl

a3 A4Sl culS 1Y) Haiy (0)) (e 45 5Se AailE gkt o5 288 AS pd JS (led) (6 slae (bl
(e e sane O ) 2 sl 028 i g Ladh e 4S5l S 13) Day (YY) 5 bee alio
Clllaia g ¢ padl cilallaia g ¢ larall Gaadail 5V Al d el il o ole 3Y) il
Dbl el SV ~Ladl) 5 i jall lallaiad IS Al (led] (5 s (g 8] (bl g - Lad)
At ) o5 Aused sl Al ) Caald i (S A Gailiad o VT a8 ALl jlEll Il
Acliall g gi g canl yall 33 9a ¢ all Jama cdpmn ) caaall a9 AS AN Galliad s (gud

8 A el IS il (e AS i g ol axe dlgaal (e il (e de sane () Al all calia 5 36
aa e Aol 3 Gaiis VT 8 Al )El gl jleall Suall skl Cppadl daa 5
Of i o) ) Al 3 pulead) Gaadaty S A ALE ac i ) 5 Bagaad) L sall 4 ka0 ol
Dlnall &l 31 Zlad¥) g (i pall lidlaial (g yaall daa ) 53 (8 A jaall S LD Gled) (5 s

[226]



Scientific Journal for Financial and Commercial Studies and Researches

Dr. Salah Abdel-Hafeez Mostafa Ali

Sy /N0 Al amy g LAY il any g Jasgiall 8 70N, VY Al VT Q8 A lEl sl
$sie AS AN aaa e S5 GledY) siue O A dulay) A d5a @il
128 deluall ¢ 51 Canay Clidy Gle 3Y) (5 s o) i) LS dm JLa) daa) yall 33 50 5 dan )l
kil e dangill 038 By AS 5l () gaall Jama 5 (e 2V (5 siana G A8Dle Ayl A jall aas Al
AS A patiad uans Gle 3V (5 shue iy Cua danladl) 8 Al
Tlhai¥l (el clillial GledY) (6 siwe Guii Al Clal ol Bl (e Al 5ol s34 2
clllaie JS3 ALls A8y ot JA (e @lldg o) T8, ALl plall ol el dal 1Y)
e 8 ool o) ol 31 8 Al jall o3a agasis . jlamall 13¢d Al 31 a5 i yell
6 e ABe e Lyt Sl 20 Ll LaS ¢ ol 30 HUY) 8 Al el (e 3Y1 (5 s
) ¢y patinall ¢SV (e JSD A anl Cld Al all il 2 g AS L) Gailiads Gle 3y
el s G el e G laall 5 4 Sl (i) Gl
sdalidall cilalsl)
(ol MY Zladl g (el bl ¢V a8y dgall L)yl jlee
o) AREEN ) sl (ol dY) Al (Sl led)

[227]



