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The Impact of IFRS Adoption on Income Smoothing
(A Survey Study on a Sample of Listed Companies on Arab
Stock Exchange)
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0 ABSTRACT O

. This study comes to reveal the impact of IFRS Enforcement adoption on income
smoothing in a number of companies listed at (Jordan, Palestine, Oman) stock exchange
markets. The sample included the semi- annual, annual<financial reports for 25 companies
covered 8 years divided into 4 years before the enforcement adoption of IFRS¢ and 4 years
post adoption of IFRS. Income smoothing was measured by three metrics (changes in net
income, changes in net income scaled by changes in net cash flows, and the negative
correlation between accruals and cash flows). The study concluded that the adoption of the
International Financial Reporting Standards (IFRS) did not achieve the desired results by
reducing the income smoothing, where the increase of income smoothing for the first and
second metrics were not significant, but income smoothing for the third metric was
increased. This is due to the flexibility that characterizes international standards, the
inadequacy of these standards for national work environments, and the lack of strong
incentives for firms to adopt these standards.

Keywords: International Financial Reporting Standards IFRS, income smoothing.
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ol ALl e glaall 5280 iy o oSy JAA e oli bl AN s 1Y) Baay Jia
83sn o (JlLs Aplaal) 2LV Basn ey JAa 3 (s5ie (Rliddl o LS dlgiasa by dnlad)
.(Callao et al., 2009) dulsdll
sdalaad) dfal)
(Lang et ANI Jpa) Jleals lasje Jaall gila 8 clyail) & Gl 1) J3) aedh Gunlia Jf i
A pea e Sl Jaall s iyt 8 el cplall iy Gus cal. 2006)

Sl Sl alay ledayy Ko Y Al dalsall e e ganal dulia daal) la 3 sl 06 of oSay
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il SN e 5 o] o plumall Cil iYL g ail] Lo giall Jreo oluinly Dol o i
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year Statistic Std. Error
Standardized before Mean .0354452 33171095
1 k
Residual ANI Variance .880
Std. Deviation
93822025
after Mean
-.0354452- | .18018332
Variance 260
Std. Deviation 50963538

O Ao s 13as Al BN iy ) e ST sa Il I 0 el a0l Gl Jsaall cre Basdls
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JA Ala b il e Bl levene's test 2 Jgas
Levene's Test for
Equality of Variances

F Sig.
Standardized Residual ANT* Equal variances assumed 3.030 - 104
Equal variances not assumed
Loyl Ji QA 0.05 YA oin ge ST s judd LAY sig AV Jlaa) of ass bl Jeaal) o
O by Basase 00 Y A il (B Gl o (6T copaainall ol Om (8 aas Y b JsE ) aaal)
ol Jgf & sl any o) MLy Jad il b iyl b G ) 0% o) IFRS ples s oY)
LJAA et uulie (e
Aniill ) 3 bl ) ANT Jaall ila b sl G l) (s ) J3al) speal 5B (il iy
.ACF alaial
ely el il wlsis Ledayy (Sar Y 0 Jalsall (e e sanal dubin (5585 38 ACF (s ANI ga Jlall 5 LS
ACF 558l il yusial) juuxis o151 Aabeall dgsbiia 28y yky Alolaal) 038 iy o Lisls
e Joanid o5 3xs B0 U8 Lo il il ey Alolaal) o3 (pa Bl coliony st ld 1 Alaladll i LS
asiis ACF” e Losuiio ANI™ Lsl) 0l iy 258 2l ageal ) (bl e Jpamall o3 (ACF'
) JSE e g el lmal CibaiVl il Jou il Jane ilaialy iy

(ACF*) Atsiall Aadi¥) e Lygiad) Adlal) Al cilBBal) & cpiil) cpa Aloal ol g )loall Cilai¥lg Jagiall o 3 Jgan

| Year Statistic Std. Error
Standardized Before Mean .0335186 .33520660
Residual ACF* Variance .899
Std.
Deviation 94810743
After Mean -.0335186- 17370285
Variance 241
Std.
Deviation 49130586

i (8 308 aag Jas i) Guilas HLaaY LAY (8 die ABIV) e 558 8 Gmiasl 8 el ol o Bl
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Llaaal) dggind) Ldlal) La8ll) @bt & il (e Blgll levene's test 4 Jgaa

Levene's Test for Equality of
Variances
F Sig.
Standardized Residual Equal variances
ACF* assumed 288 600
Equal variances not
assumed

adly st Al aaadl dpmdl) Jiis GIA0.05 ANV e o ST el LaaY sig ANV Jlial of Jsandl o
LR ne Galie e S (e 3 Ll i ol el i ) O ol cpmmaind) (ol G B8 s Y
S Ly a8 A 2 Alaleally T Alaleall (o lsall Al (5 Gl = L LSl

laaal) dgaail) clsdal) Jdla B chadl) e JAa) Jdla B cail) ¢ duwill Descriptive Statistics 5 Jgaa

Std. Variance
N Mean Deviation
ANT*/ACF*Before 8 1.2151621 .57948261 0.3358000952
ANI*/ACF*after 8 .8894587 32390689 0.1049156733
Valid N (listwise) 8

b ol Jally daall sea g L)l e dda s per oo Alsd) (Ao mowe oo SBlsal) o Al (b (aliasl Iaadl
G S ST Al culdatl) & eyl e Jaall la 8 eyl o Al (uls (aliss) ) ol IFRS ulee gy
Lpmsa e ARA Lol oda AN Ul dpase oK Al Alaall dpawl culsindl) ila 3 clyelly Jaall dla & el
Al
oobiie pe Jlall s LSy LAl cliialy clistd) o LLEY) e 5Ky aild OB Jaal s Gulial Ll
CF 4 Lliy! e Y ACCT 5 CF 45 3 alsladd) oy Jlsal) oLyl 45jliay psiies Luld 25 1 Alslaall 3 (ol
ol 5 Cua gV bl Pearson Lyl aladiu) & aleall slas) e adiad duhall of Ly W5yl ACC
t ) Gy Al DY) ey Lo syl Tl Wy Aall Sl O 85l Lals )Y

Pearson correlation before 6 Jya

Correlations
ACC*before CF*befgre
ACC*before Pearson Correlation 1 -931-"

Sig. (2-tailed) .001

N 8

CF*before Pearson Correlation -931- 1

Sig. (2-tailed) .001

N 8 8

**_ Correlation is significant at the 0.01 level (2-tailed).
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Pearson correlation after 7 Jgsaa

Correlations
ACC*after | CF*after
ACCH*after Pearson Correlation 1 ~997- |

Sig. (2-tailed) .000

N 8

CF*after Pearson Correlation -997-" 1

Sig. (2-tailed) .000

N 8 8

**_ Correlation is significant at the 0.01 level (2-tailed).

i oY) amy CFACC (e IS s e ALl Ll ) g &) (4-40) 5 (4-39) sl e IS G
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ABl) any Al dpal sl 3 el e Jaall ila 8 bl gp L) s mess) 3
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Se k) e i 1y cliatidly Al il il e JS cp allud) Laliy) g i) 4
abaall i A Ob Js s Apie e QAN el Zpmjdl of ol IFRS i BB sy Jadl) s
st DA e dalgil) dgaal) culsanilly cliaioa) Ga bl Ll y) e 5 %

(Pannanen, 2008; Paglietti, 2009; Ahmed et al., . dale Sl &5 ae RSl o0 (3350
(Barth et al., 2008; Samaraskera et al., .S gl cluhy #2 ce pa)lei g 8 2013)
2012).
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