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The Impact of International Financial Reporting Standards Adoption on the Annual
Report Quality: An Empirical Study on Firms Listed in the Egyptian Stock Exchange.
Abstract:

The primary objective of this research is to investigate the relation between International
Financial Reporting Standards (IFRS) adoption and the financial reporting quality.
Additionally, the research examines how this relation is influenced by auditor size and some
operating characteristics of the firm including size and leverage as moderating variables to
achieve the aim of the research an empirical study was conducted on a sample of firms listed
in the Egyptian stock exchange between 2002 and 2015. The theoretical study shows that
auditor size and firm size have a positive effect on the financial reporting quality. There is
also a debate among prior studies regarding the effect of leverage on the financial reporting
quality. Moreover, the empirical study shows that IFRS adoption has a significant positive
effect on the financial reporting quality of the Egyptian firms. The research also reveals an
insignificant positive effect of the auditor size as a moderating variable on the relationship
between IFRS adoption and the financial reporting quality while the firm size has an
insignificant negative effect on this relation. Finally, the research reveals a significant positive
effect of leverage as a moderating variable on the relationship between IFRS adoption and the
financial reporting quality.

Keywords: IFRS - financial reporting quality - auditor size - firm size - Leverage-
accounting conservatism.
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Regression
variables Entered/Removed?
Model Variables Entered Variables Removed | Method
1 Adp® Enter
a. Dependent Variable: FQ
b. All requested variables entered.
Model Summary
Model R R Square Adjusted R Square | Std. Error of the
Estimate
1 .101?2 .010 .009 5.71168
a. Predictors: (Constant), Adp
ANOVA?

Model Sum of Squares df Mean Square F Sig.

Regression 238.860 1 238.860 7.322 .007°
1 Residual 23064.669 707 32.623

Total 23303.529 708
a. Dependent Variable: FQ
b. Predictors: (Constant), Adp

Coefficients?®
Model Unstandardized Coefficients Standardized t Sig.
Coefficients
B Std. Error Beta

(Constant) .829 .348 2.382 .017

' Adp 1.196 442 .101 2.706 .007

a. Dependent Variable: FQ
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Regression
Variables Entered/Removed?
Model Variables Entered | Variables Removed Method
1 Adp.AQ, AQ, Adp® . Enter
a. Dependent Variable: FQ
b. All requested variables entered.
Model Summary®
Model R R Square Adjusted R Square Std. Error of the Durbin-Watson
Estimate
1 1142 .013 .009 5.71194 1.924
a. Predictors: (Constant), Adp.AQ, AQ, Adp
b. Dependent Variable: FQ
ANOVA?
Model Sum of Squares df Mean Square F Sig.
Regression 302.024 3 100.675 3.086 .027°
1 Residual 23001.505 705 32.626
Total 23303.529 708

a. Dependent Variable: FQ

A



b. Predictors: (Constant), Adp.AQ, AQ, Adp

Coefficients?

Model Unstandardized Standardized t Sig. Collinearity Statistics
Coefficients Coefficients
B Std. Error Beta Tolerance | VIF
(Constant) 541 .596 .908 .364
Adp 1.058 734 .090 1.440 .150 .362 2.759
! AQ 437 .730 .037 .598 .550 .370 2.703
Adp.AQ .266 915 .023 .291 771 .234 4.274

a. Dependent Variable: FQ

Collinearity Diagnostics?

Model Dimension Eigenvalue Condition Index Variance Proportions
(Constant) Adp AQ Adp.AQ
1 3.176 1.000 .01 .01 .01 .01
2 .398 2.826 .03 14 14 .04
! 3 .384 2.876 13 .04 .03 .16
4 .042 8.674 .83 .81 .82 .79

a. Dependent Variable: FQ

Residuals Statistics?®

Minimum Maximum Mean Std. Deviation N
Predicted Value .5406 2.3010 1.5718 .65314 709
Residual -2.24803- 78.30188 .00000 5.69982 709
Std. Predicted Value -1.579- 1.116 .000 1.000 709
Std. Residual -.394- 13.708 .000 .998 709

a. Dependent Variable: FQ
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Regression

Variables Entered/Removed?

Model Variables Entered Variables Removed Method
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1

Adp.Size, Size, Adp®

Enter

a. Dependent Variable: FQ

b. All requested variables entered.

Model Summary®

Model R R Square Adjusted R Square Std. Error of the Durbin-Watson
Estimate
1 .1092 .012 .008 5.71505 1.930
a. Predictors: (Constant), Adp.Size, Size, Adp
b. Dependent Variable: FQ
ANOVA?
Model Sum of Squares df Mean Square F Sig.
Regression 276.982 3 92.327 2.827 .038°
1 Residual 23026.547 705 32.662
Total 23303.529 708
a. Dependent Variable: FQ
b. Predictors: (Constant), Adp.Size, Size, Adp
Coefficients?
Model Unstandardized Standardized t Sig. Collinearity Statistics
Coefficients Coefficients
B Std. Error Beta Tolerance VIE
(Constant -3.885- 4.450 -.873- .383
1 Adp 6.585 5.649 .557 1.166 244 .006 163.088
Size .548 .516 .068 1.063 .288 .347 2.879
Adp.Size -.624- .646 -.474- -.965- .335 .006 172.081
a. Dependent Variable: FQ
Collinearity Diagnostics?
Model  Dimension Eigenvalue | Condition Index Variance Proportions
(Constant) Adp Size Adp.Size
1 3.580 1.000 .00 .00 .00 .00
1 2 414 2.942 .00 .00 .00 .00
3 .006 25.505 .10 11 .10 .10
4 .001 75.052 .90 .89 .90 .90
a. Dependent Variable: FQ
Residuals Statistics®
Minimum Maximum Mean Std. Deviation N
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Residual

Std. Residual

Predicted Value

Std. Predicted Value

.0942 2.1541
-1.96314- 77.89664
-2.362- 931
-.344- 13.630

1.5718

.00000

.000

.000

.62547 709
5.70293 709
1.000 709
.998 709

a. Dependent Variable: FQ
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Regression
Variables Entered/Removed?
Model Variables Entered | Variables Removed Method
1 Adp.Lev, Lev, Adp® Enter
a. Dependent Variable: FQ
b. All requested variables entered.
Model Summary®
Model R Square Adjusted R Square Std. Error of the Durbin-Watson
Estimate
1 .2322 .054 .050 5.59219 1.918
a. Predictors: (Constant), Adp.Lev, Lev, Adp
b. Dependent Variable: FQ
ANOVA?

Model Sum of Squares df Mean Square F Sig.

Regression 1256.328 3 418.776 13.391 .000°
1 Residual 22047.201 705 31.273

Total 23303.529 708

a. Dependent Variable: FQ

b. Predictors: (Constant), Adp.Lev, Lev, Adp
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Coefficients?

Model Unstandardized Standardized t Sig. Collinearity Statistics
Coefficients Coefficients
B Std. Error Beta Tolerance VIF
(Constant) .651 .938 .694 .488
1 Adp -1.244- 1.078 -.105- -1.153- .249 .161 6.206
Lev 374 1.835 .014 .204 .838 .269 3.719
Adp.Lev 6.075 2.156 .287 2.818 .005 .130 7.717
a. Dependent Variable: FQ
Collinearity Diagnostics®
Model Dimension Eigenvalue Condition Index Variance Proportions
(Constant) Adp Lev Adp.Lev
1 3.322 1.000 .00 .00 .00 .01
1 2 434 2.765 .02 .04 .04 .04
3 .227 3.825 .05 .07 .05 .10
4 .016 14.320 .92 .89 .91 .86
a. Dependent Variable: FQ
Residuals Statistics®
Minimum Maximum Mean Std. Deviation
Predicted Value -.5451- 11.4037 1.5718 1.33209 709
Residual -6.90245- 78.05444 .00000 5.58033 709
Std. Predicted Value -1.589- 7.381 .000 1.000 709
Std. Residual -1.234- 13.958 .000 .998 709

a. Dependent Variable: FQ
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