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The Effect of Accounting Disclosure of Related Parties’ Transactions
on Credit Decision under Accounting Standards Requirements: A
Field Study on Banks Sector

Abstract:

The research aims to study the relation between the disclosure of related
parties’ transactions and the credit decision under accounting Standards
requirements, besides study the effect of creditor’s educational
qualifications and experience as control variables on this relation.

The study has been applied on analysts &credit managers of13 Egyptian
and branches of foreign banks in Egypt. The credit decision was examined
in terms of accept/ refuse loan decision, Value of loan, loan/assets ratio and
interest rate.

The results showed that: There are differences among creditors in
determining relative importance of related party’s disclosure items. Also it
showed that there is a significant relation between disclosure and the four
items representing credit decision as the following: on granting loans, on
increasing the value of loans by 5 times than non-disclosing company, on
increasing Loan/Assets ratio to above 50% by 3.5times than non-disclosing
company, and on reducing interest rate to less than 8% by 2,988 times than
non-disclosing company. Finally, it is found that creditor’s educational
qualifications don’t affect credit decision, while experience of creditors
affects the relation between disclosure of related parties and the value of
loan. the study recommended the importance of developing legislation to
keep up with the developments to enhance the process of disclosing
information of related parties’ transactions to serve bank’s credit decisions
and other beneficiary parties.

Key Words:  Related parties— credit decision -Accounting standards -
Accounting disclosure.
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