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Abstract

This study examines the impact of adopting IFRS on thadiahstatements of Nigerian depositary banks. The data
used was taken from the annual repbgelected banks listemh the Nigeria Stock ExchangeNigeria from a period

of 2013 to 2017. To achieve this, the panel's Ordinary lgasrss regression procedure was used. The results show
that R-squared is 78%. This means that the overall QRF&iwvaris 78%, which can be explained by the explanatory
variables following the independent variable, which isicigffit to explain the dependent variable (quality of
accounting information). The F-Statistic is 2.07870 #ral probability value is 0.026393 with p <0.05. This is
statistically significant and means that the goodnesg of the model is high and significant. Therefore, the rhode
is well specified and can be estimated. A Durbin-Watsatisic of 2 was obtained. This means that the reapdts
free of continuous autocorrelation issuesarticular, the IFRS correlation coefficiea).74458 and the probability
value is 0.0105 with p <0.05. This is positive and statisyicsitinificant. This shows that there is a direct and
significant correlation between the adoption of IFRS thredquality of financial statements. The results revkale
positive and significant association between ROAWNsize, age and quality of accounting information.

Keywords:. International Financial Reporting Standards (IFRS); QualitFinancial statement (QFS); Return on
Asset (ROA); Growth; Size of firm

INTRODUCTION
The goals of the IFRS Foundation and the IASB is to devieldpe public interest, a single set of high-quality,

understandable, enforceable and globally accepted falareporting standards based upon clearly articulated
principles (Adereti and Sanni, 2016). In pursuit of this goal)AlsB works in close cooperation with stakeholders
around the world, including investors, national standatters, regulators, auditors, academics, and othersiave

an interest in the development of high-quality global statedéhdereti and Sanni, 2016). Providing high quality
financial reporting informationis important becausét will positively influence capital providers and other
stakeholders in making investment, credit, and simigource allocation decisions enhancing overall market
efficiency. Financial regulatois Nigeria have given 201a&sthe deadline within which the Banks operaimgligeria

should migrate to IFRS from the current General Accogrinnciples (GAP).

Only three banks in Nigeria started preparing their financjabrteaccording to International financial reporting
standards (IFRS) before it was adopted in Nigeria in January Bot2nly these three banks have published their
financial report baseoh International financial reporting standards (IFR8})heir websites (Abdul-Balétal., 2014;
Okpele, 2012; Onalo, 2014; Onipe et al., 2015). These three bani&iarantee Trust Bank (GTB), First Bank
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Nigeria, United Bank for Africa. This study will focits attentionon these three banks.
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Statement of the Problem

For the purpose of uniformity and reliability, financstatements are usually prepared on the basis of certain
provisions/regulatory standards and conventions in adomunthus, in Nigeria for instance, before the adoption o
the International Financial Reporting Standards (IFRS) wiverh developed and issued by the Nigerian Accounting
Standard Boards (NASB) and designed for ligaeporting entitiesn Nigeria, such that a financial statement prepared
in Nigeria tendo bedifferentin termsof treatment®f transactions and disclosures with those prepared diftéent
standards in other countries of the world. It is thesefxpected that with the move by Nigeria and other countries
of the world to adopt IFRS, issues on accounting treatmewtsiiaclosures needed to be closely and empirically
evaluated to ascertain the extent to which IFRS adoptionffearieal the financial reporting quality of quoted firms
in Nigeria.

Research Hypothesis
The empirical analysis this study woulde basedn the following hypotheses:

Ho1. IFRS playsno significant roleén ensuring Growtlof money deposit banks Nigeria.

Ho2. Thereis no significant relationship between IFRS Adoptions ane 8iznoney deposit banks Nigeria.
Hos. IFRS playsho significant role in ensuring Agef money deposit banks Nigeria.
Hoa. Thereis no significant relationship between IFRS adoptions and ROAoney deposit banks Nigeria.
LITERATURE REVIEW
The Concept of IFRS Adoption

IFRS are accounting rule@'standards”) issued by the International Accounting Standard Board (IA%B),
independent organization based in London, UK. Beforertbeption of IASB, international standards described as
International Accounting Standards (IAS) were issued by the IABE®ecessor organization, the IASC, a body
established in 1973 through an agreement made by professicoahtancy bodies from Australia, Canada, France,
Germany, Japan, Mexico, the Netherlands, the Unitedgd$im and Ireland, and the United States of America.
According to the IFRS adoption Roadmap Committee (2010), Puistied_Entities and Significant Public Interest
Entities are expectad adopt the IFRS by January 2012. Nigeriaretgntities were requireth prepare their closing
balancessat December 31, 2010 accorditglFRS. The opening balancies January 1, 2012 wilbethe first IFRS

full financial statements prepargdaccordance with the provisiai IFRSasat December 31 (Paglietti, 2009).

Benefits of Adopting IFRSin Nigeria

The adoptiorof IFRS has several benefasreportedoy previous studies carried out by several scholars this includes
Leuz and Verrecchiia, (2000): decreased cost of capital; Busdrgmand Piotroski, (2006): efficiency of capital
allocation; Young and Guenther, (2008): international ahpibbility; Ahmed, (2011): capital market development;
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Akinyele and Fasogbon, (2010): increased market liquidity \&adde; Okere, (2009): enhanced comparability;
Bhatacharjee and Hossain, (2010): cross border moverheapital; Mike, (2009): improved transparency of result.

The potential blessings that Nigeria stand to benefdar dfRS adoption are visible within side the mild of:
merchandisin@f the compilatiorof significant informatiorat the overall performanagf numerous reporting entities
at each public and personal tiers in Nigeria thereby encouragimgarability, transparency, performance and
reliability of monetary reporting in Nigeria; guarantdebeneficial and significant choices on funding portidh
Nigeria; it draws funding via extra transparency and aedae price of capital for capability investors; guaraotee
less complicated get entry to outside capital for nearlypenies; discount of the price of doing commercial
enterprise throughout borders with the aid of using rengotiie want for supplementary records from Nigerian
companies; facilitatiomr smooth consolidatioof monetary recordsf the equal business enterprise with workplaces
in different countries (Armstrong et al., 2007; Christenseh. €2008).

Theoretical Review

Accounting Theories point ot the scientific ways of thinkinfpr the solutiorof any real world accounting problem
(Bala, 2013). Accounting theory and Accounting Practicealaselutely closely related (Bawtal., 2008; Jarvand
Lantto, 2012).

Ingtitutional Isomorphism Theory: Institutional theory has been adopted in accounting tite¥aas a valuable
frameworkto explain the country-specific factors affecting emeggiaonomies’ decisions permit the usef IFRS.
Othman and Kossentini, (2015), explicitly stated that inftitad pressure occur at the country-level as well as the

firm level or the organizational-level.

The Economic theory of networks: Othman and Kossentini, (2015), supported that “there are many products for
which the utility that user derives from consumptibihe good increases with the numbeother agents consuming
the good”. The economic literate sometimes calls the network related value as synchronization value (Othman and

Kossentini, 2015).
Empirical Review

Yahayaetal., (2015), observes that International Financial Repp@itandard (IFRS) has become the new dominant
set of accounting standards. The study likewise seeldefify the sources of differences in financial reporting

experienced by Banks due to the charigéke regime.

Adereti and Sanni (2016), in their study evaluated the imgattecadoption on the earnings quality of First Bank
Nigeria Plc, one of the leading banks in the country afj#lie background that the adoption of IFRS is expected to
lead to the disclosure of more and better information whiil improve the earning quality of firms. The Six (6)-
year study period was evenly divided into 3 years befdRS20092011) and 3 years after IFR20122014).
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Revenue returns and revenue changes were used as a sufmtiteenue quality, consistent with the reviewed

literature.

Adam, (2009), opined that sequel to that adoption of IFRS in Nigedanuary 2012, the urgent query agitating the
minds of researchers in addition to different stakeholatersonetary reporting is whether or not the necessary
adoption of IFRS has given upward push to an improved prieearste (or quality) of monetary facts in Nigeria
banks. Findings found out thBbok Valueof Equity (BVE) and Earnings consistent with Share are defynielated

to proportion price.
METHODOLOGY

In this study data from three (3) banks namely First Baritigéria Plc, United Bank for Africa Plc, and Guaranty
Trust Bank Plc were used. The rationfalechoosing the sampled bandfshis studyis because they were among the
first set of banks that transited from Nigerian FAAP (SASFRS. Therefore, they have more years/data fortwhic
their financial reports were prepared in compliance withgrovisions of IFRS for the periods under investigation

(Five years after IFR&doption).
Research design

This study used an ex-post facto research design due tmngxistia on the variable in the data. It is a quasi-
experimental study examining how an independent variable afflgpendent variable. Also, a quantitative method
of research was adopted to develop and employ mathematczgl, theories or hypothesis pertaining to the
phenomena. Data on growth, size of firms, return on assedsage of firms were obtained from the annual reports

and accountef the sampled banks for the period before and after IEldgtian.

Method of data analysis
In this study, the panel ordinary least square regressioBR{Dwas employed while paired t-test was used to
compare the quality of accounting information before adopdind after adoption of international financial reporting

standards.

Model specification

The modebf this study assumes that quality financial reporitiray functionof returnon asset, growth, sizaf the
firm, and age of firms. This is expressed as;

QFS=f (ROA, GRW, SIZE, and AGE)

Based on this premises, the functional econometric emghlisy

QFS=0 + Bl IFRS +B2ROA + B3 Growth +B4 Size +B5Age + €

Where:QFS= Quality of Financial Statement

IFRS = International Financial Reporting Standard

ROA = Returnon Asset
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GRW = Growth
SIZE = Sizeof the firm
AGE = age

e = Error term

The apriori expectatioof the variables employdd the above modes B, B2, Bs, fa > 0.

Measurement of variables:

Independent variables: The independent variables are;

1. International financial reporting standard (IFRS) which wagasueed using the dummy variakflé for non —
adoption and 1 for adoption).

2. Growth whichis measured revenwd current year minus revenogprevious year divided by the reverafeurrent
year.

3. Size which is measured as natural dbgotal asset.

4. Returnon asset which is measured using profit after tax dividietotal asset.

5. Age whichis measured yeaf incorporation minus current year

6. e (i, t) whichis the error term,

7.iand t are usefibr banks and year subscripts respectively

Dependent variable: The dependent varigbtee Quality financial Report which was measured usiediptability
values given as:

Operating netprofit (1)
Net income

This suggests that the independent variables are expgediegositively associated with and also influerbaeks’
performancen Nigeria.
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Table 1. Showing the independent variable and the apsipgctation

VARIABLE PRIOR EXPECTATION
Growth +
Size +
ROA +
Age +

RESULTS AND DISCUSSION

In this study, descriptive and inferential statisticahtéques were employed to carry out the analysis. Descriptive
statistics, particularly mean, were used to gain insighbthow the data were distributed. It is important to o

this data is from the 2013-2017 annual reports of these baskapst of these banks transitioned to International

Financial Reporting Standards from 2013 to 2017. The computasoilts are presented in Tables 2 to 4.
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GT BANK

DEPENDABLE VARIABLE

Quality of Financial ROA
Statement
0.971518954 0.074877
1.049511553 0.061728
0.98225875 0.064482
0.914525413 0.058509
0.947639147 0.078628

INDEPENDENT VARIABLES

Growth

0.024538

-0.57182

0.109755

0.181439

0.207826

Size

9.0674625

9.1846457

9.1881121

9.3542704

9.3360699

Age

23

24

25

26

27

Source: Annual Reports 20£2017.Author’s Computation.
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Table3. Computation from First Bank data
FIRST BANK
DEPENDABLE VARIABLE INDEPENDENT VARIABLES
Quality of Financial ROA Growth Size Age
Statement

1.031032878 0.028082 -0.02516 9.3740788 119

1 0.046138 0.088631 9.2649825 120

0.19448112 0.00164 0.074398 9.2543587 121

1 0.005335 0.149887 9.3607927 121

0.971140777 0.011886 0.081684 9.5271591 122

Source: Annual Reports 20£2017.Author’s Computation.
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Table 4. Computation from United Bank of Africa Bank @)Rlata
UBA
DEPENDABLE VARIABLE INDEPENDENT VARIABLES
Quiality of Financial ROA Growth Size Age
Statement

6.562596817 0.032346 0.112505 9.1585808 64
0.94209944 0.03892 0.0217343 9.1595606 65
1.24520425 0.049739 0.23058 9.0789453 66
0.523083605 0.031965 0.165018 9.3542416 67
0.424247698 0.030961 0.028235 9.3875187 68

Source: Annual Reports 2012017.Author’s Computation.

Data Analysisand Discussion

From Table 5 below, it can be inferred that the mean ardiam of the variables lie between the minimum and the
maximum. This indicates the possibility of a normalistributed variable. The standard deviations for QFS, ROA
GROWTH, SIZE, and AGE are 1.494920, 0.023981, 0.189229, 0.129277, &66M.respectively. All variable
records are positively distorted except for ROA and GR®GWhich are simply distorted. The value of the vagabl
indicates that ROA, SIZE and AGE are less than 3, la¢ylrtic (their distribution has excessively negative kusjosi

and the other two variables are greater than 3 eg.ate Leptokurtic (their distribution have positive exées$osis).
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Table 5. Resulbf Descriptive Statistics

QFS ROA GROWTH SIZE AGE

Mean 1.250623 0.041016 0.058991 9.270052 70.53333
Median 0.971519 0.038920 0.088631 9.264983 66.00000
M aximum 6.562597 0.078628 0.230580 9.527159 122.0000
Minimum 0.194481 0.001640 -0.571824 9.067463 23.00000
Std. Dev. 1.494920 0.023981 0.189229 0.129277 40.55660
Skewness 3.265476 -0.084618 -2.610749 0.094651 0.171012
Kurtosis 12.23218 2.012886 9.561517 2.270005 1.502479
Jarque-Bera 79.92906 0.626897 43.94847 0.355455 1.474719
Probability 0.000000 0.730922 0.000000 0.837171 0.478375
Observations 15 15 15 15 15
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Table 6. Summary of assessment of the impact of adplftRS on the quality of financial statements of Nigeria
banks

Variable Coefficient Std. Error t-Statistic Prob.
IFRS 0.744538 0.303594 2.616446 0.0105
C 4.509492 3.627253 1.160518 0.2728
ROA 0.002696 0.003518 0.739487 0.0466
GROWTH 0.098862 2.366846 0.386110 0.0475
SIZE 0.051269 3.895428 1.081388 0.0349
AGE 3.383947 0.021152 0.512941 0.0691

Effect Specification

R-squared 0.780624
Adjusted R-squared -0.203126
S.E.of regression 1.639735
Sum squared residue 26.88730
f-statistic 2.007870 Durbin-Watson stat 1.932344
Prob(F-statistic) 0.026393

The results in Table 6 above provide an assessment ahpiaet of adopting IFRS on the quality of financial
statementsf Nigerian savings banks. A five-year analysfishe three custodians listed between 2007 and 2016 was
performed using the panel's ordinary least squares regrefsmmnesults show that the R2 is 78%. This means that
78%of the total variatiorin QFScanbeexplained by the explanatory variables. Therefore ntiegendent variable

is sufficientto explain the dependent variable (quality of accounting indgion). The F-Statistits 2.007870 with
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probability value of 09.026393 at p<0.05. This is staticatipificant which implies that the model fits well ard i
significant, therefore, the model is well specified @an be estimated. A Durbin-Watson statistic of 2 ilespthat
the results are free of serial autocorrelation problienparticular, the correlation coefficient of IFRS i§41538
and the probability value is 0.0105 with p<0.095. This istivesand statically significant. This shows that thisre

a direct and significant relationship between IFRS ddo@nd the quality of financial statements. The reshitsv
that an increase in IFRS adoption by savings banks by @Bétiimproves the quality of accounting information.
The results also show that thésa significant and positive correlation coefficientietn the adoptioaf IFRS and
the quality of accounting information of banks in Nigetfahe size correlation coefficient value of 0.051269 and
the probability of 0.0349, increasing the size of the comfmny unit means that the quality of the accounting
information of the selected bank is improved by 5%. Shimwvs that there is a positive correlation betweenitiee s
of the company and the annual financial statements. Thelgmwrelation coefficient value is 0.098862 and the
probability of 0.4075. This implies that a 10% increase insthe of the company will improve the quality of the
financial statements of the selected bank by 10%. The obgeslation coefficient value of 3.383947 and the
probability is 0.0691. This implies that one credit inseein Age will improve the quality of your degree by 338%.
Return on assets shows 0.002696 and probability value 0.003518hdhis that there is a positive and significant
correlation between IFRS and the quality of financialest@nts. The above results show that this is in link wit
previously stated expectations. Various journal articles baga reviewedn this, and some findings are consistent
with the findings.

CONCLUSION

The study examined the effect of adoption of IFRS on itten€ial statement quality of money deposit banks in
Nigeria. The study finds that there is a significant pasitive relationship between financial statement guahd

the adoption of IFRS. The study therefore concludes teatdioption of IFRS affect the financial statement quality
of money deposit banks positively. The study used a pareehdatysis of three (3) banks selected in Nigeria for 10

years and sough contributeto knowledge using four variables: IFRS, growth, age, ratoinvestment, and size.

RECOMMENDATION
It isrecommended thé#te financial reporting councifsa main control and regulatory authority for IFRS commléan
in Nigeria shoulde strengthened and made independent. Nigerian companidd sitegrate their businessaghe

global village by getting listeth the international financial market for easy practice B3F
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