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Abstract

This study has been conducted on the financial market of Dubai. The purpose of the study is to
understand the effect of IFRS adoption along with corporate governance characteristics over the
financial performance of listed companies in Dubai. The study has taken return on assets as the
measurement of performance, while IFRS adoption, board independence, board size, and audit
quality as the measurement of CG. Firm size and leverage have been taken as control variables.
The data has been collected from the annual reports and websites of the companies. Regression
analysis is employed to understand the effect of each independent variable on performance. The
study has identified that IFRS adoption; board independence, board size, and audit quality have a
significant effect over financial performance of companies listed in Dubai stock market. The major
contribution of the study is the combined effect of variables, as in the available literature all these
variables have not yet been studied collectively.

KEY WORDS: IFRS, Corporate governance, Board of director committees, Firm size and ROA.



Abstrak

Kajian ini telah dijalankan ke atas pasaran kewangan Dubai. Tujuan kajian ini adalah untuk
memahami kesan penggunaan IFRS bersama-sama dengan ciri-ciri tadbir urus korporat terhadap
prestasi kewangan syarikat yang tersenarai di Dubai. Kajian ini telah mengambil pulangan atas
aset sebagai pengukuran prestasi, manakala penggunaan IFRS, kebebasan lembaga pengarah, saiz
lembaga pengarah, dan kualiti audit sebagai pengukuran tadbir urus korporat. Saiz firma dan
leveraj telah diambil sebagai pembolehubah kawalan. Sumber data diperolehi daripada laporan
tahunan dan laman web syarikat. Analisis regresi digunakan untuk memahami kesan setiap
pembolehubah bebas ke atas prestasi. Kajian ini telah mengenalpasti bahawa penggunaan IFRS,
kebebasan lembaga pengarah, saiz lembaga pengarah, dan kualiti audit mempunyai kesan yang
signifikan ke atas prestasi kewangan syarikat yang tersenarai di pasaran saham Dubai. Sumbangan
utama kajian ini adalah kesan gabungan pembolehubah kerana kesemua pembolehubah ini belum
dikaji secara kolektif sebelum ini.

Kata kunci: Standard Kewangan dan pelaporan antarabangsa, tadbir urus korporat, jawatankuasa

lembaga pengarah, saiz firma, pulangan atas aset



DEDICATION

Every challenging work needs self-efforts as well as guidance and
support
of others, especially those who are very close to our heart.
Therefore, | dedicate this humble work
To my sweet and beloved
FAMILY
Whose love, support, and pray of day and night for making me able to
reach such success.
To my lovely homeland
IRAQ
Which opening my eyes to this world. | hope it will get the peace soon.
To the marvelous land
MALAYSIA

Which granted me the opportunity to complete my study.

Vi



AKNOWLEDGMENTS
In the name of Allah, the Most gracious and Most Merciful. Praise all is to Allah, the creator of
this Universal and His Messenger, Muhammad, peace and blessings of Allah are upon him. | am
very grateful and feel thankful to Allah for the blessings, guidance, strength and health that he has
given me during my study period that without his Mercy, it would have been impossible for me to
complete my thesis as required.
There are number of individuals whom | owe gratitude. | am indebted to my beloved father, Saad
Hamada for his caring and encouraging me to continue my high studies. My deepest gratitude goes
to my beloved mother, Salma Salman, she is simply perfect. | have no suitable words that can fully
describe my everlasting love to her. She is forever remembered.
My special love and appreciation go to my brother Mohammed and all my sisters for their support,
tireless patience, and faith in me to complete this challenging task. My general love and
appreciation go to my friends, whether in Malaysia (Wael, Maytham, Wadhah, Hayder,
Mohammed) or in Nigeria (Faisal Saido, Shafi’u AbuBakar) or in Irag (Hussein, Ismail, Dahar,
Hamada, THE al Fakar, Nawras, Omar), who instilled in me the value of hard work and dedication.
| wish to express my sincere gratitude to my supervisor, Dr. Noraza Mat Udin for her support,
guidance, time, and spirit. Actually | obtained valuable experience, knowledge, hardworking with
her and I feel honoured and grateful to work under her supervision. I am also gratitude to everyone
who involved and contributed during my preparation and completion of my thesis. | also feel
gratitude to AL-Qadisiyah University for giving me the opportunity and scholarship to pursue my
graduate study.
Sincerely,

ABBAS SAAD HAMADA AL-KHUZIE

vii



Table of Contents

DECLARATION ...ttt sttt sttt ettt s ab e e bt e s ab e e s be e s hb e et e e e nbeeebeeembeenbeeanbeanreeas i
PERMISSION OF USE ... oottt sttt ettt nbe et e e snea e nne e ii
AADSEFACT ... bbbt b bRttt nn b v
AADSTIAK ... %
TaDIE OF CONLENTS ...ttt bbb viii
LESE OF TADIES ...ttt Xiii
ST OF FIQUIES ...ttt e st et e et e e se e st e et e e neenteeteanaesneenseennenrens Xiv
CHAPTER ONE ... itttk b e et be e s nbeebeeenae e 1
INTRODUGCTION fiii ittt ittt et bt st eee e ae s aba e e ee e shaeaa s e e ab b eabee shbe e beessbeenbeeneneenes 1
1.1 Background Of the STUTY ...........ouiiiieii et tbe bt ar b 1
1.2 Problem Stdtgpaent._<...... U niversiti- Utara - Malavsia.....oeeeeee 7
1.3 RESEAIrCH QUESTIONS .....eeeiiii ettt ettt e e e e st e e e be e e sabeeesabeeesrbaeesnraeans 9
1.4 RESEAICH ODJECLIVES ...c.viiviiiiiciecie ettt e s e e e re e aeeeesneenne s 10
1.5 Significance and Scope 0f the StUY .........cccviieiiiiic e 10
1.6 DefiNItION OF TEIMIS....cuiiiiieiiie ettt bbbt enean 12
1.7 Organization OF STUAY .........ooiiiiiiiiiic bbb 13
CHAPTER TWO ..ttt st ekttt b e e bt esbe e e nbe e snbe e nbeesnneenbee s 15
LITERATURE REVIEW ...ttt ettt 15
2.1 INEFOTUUCTION ..ttt b bbb 15



2.2 Performance Of COMPANIES ........coueiiiiiriirierieeie sttt sb bt 17

2.2.1 Market Performance MeasUrEMENT ..........ccovriiirieiiirieiese st 18
2.2.2 Accounting Performance MeasUrEMENT ...........cccvevveieeiieerieiic s 19

2.3 AAOPLION OF IFRS ...ttt sae e sae e ens 19
2.3.1 Accounting standards in the developing COUNEIIES ........ccvviierieereiie e 20
2.3.2 IFRS implementation in developing COUNTIIES ..........cceiiiiiinininieee s 23

2.4 COrPOrAte GOVEIMANCE. ......viiueetieiristeeste ettt et sttt ettt e e e se s bt e b e s e be e b e sbeene e e nnes 27
2.4.1 Corporate GOVErnanCe iNUAE ...t 30
2.4.2 BOAId OF DITBCTOIS ...ttt bbbt 31

2.5 Audit Quehifyasll || B\ ... ... . ... ... . ... DA ................. 35
2.6 Firm SizEE\ . BTHATE ./ Y. ... " . ... .. 35
2.7 Leverage .. S .avar. ... AJ IV rSItL. . Utara - Malavsia.........ceeeee 36
2.8 UNAErPINNING TNEOIY ..c.vviieieieiteee sttt te e aa et eneesteete s e e sneeaeeneenres 36
2.9 SUMIMAIY ...ttt b e bttt bbb e bt stk e bt et e e e b e et e e bt e b e nneers 39
CHAPTER THREE ...ttt ettt et st e b e snbeebee s 40
METHODOLOGY ...ttt ettt b ettt e s b e e e st e e e be e et e e sbe e e abeeenbeenbeennee e e 40
S L INEFOTUUCTION ..t bbbt bbbttt 40
3.2 Research Framework and Hypotheses Development............coeovevieieiieseese e 40
3.2.1 IFRS adoption and performance of COMPANIES. ..........cccvevveiieiiecie e 41
3.2.2 Board Independence and performance of COmpanies...........cccccvevveveieenesieseese e 42



3.2.3 Board size and performance of COMPANIES. .........coueieiiiiiiiinisieee s 42

3.2.4 Audit quality and performance of listed. .........c.cccoveiieiiiiii i 43
3.3 RESEAICIN DBSIGN ... .eivieieciie ettt ettt sttt e s b e et e r e te et e e e aaeenaeennenres 43
3.3.1 UNIt OF ANAIYSIS ...ttt rs 45
3.4 Operational Definition of Variables...........ccccoveiiiiiiiiic e 45

341 RETUIM ON ASSEES ...ttt b ettt nb e e b nns 45

342 ITFRS AGOPLION. ...ttt bbbttt b bbbt 45

3.4.3 BOArd INAEPENGENCE. .....oiviiiiiieiieieeee ettt bbbt 46

BiA.4 BOAIT SIZE: .iuiieiiieeeeeeet etttk Rt R e R n e r e nes 46

3.4.5 Audit-Qualify].|. M.\ ... ... BEN......... ... DR ANNEEN.................. 46
3.5 Measurement Of the Variables. .. ... e 46

3.5.1 Depentigityariablesy..... Universiti. Utara . Malavsia................. 46

3.5.2 Independent VariabIES ..........ccuoiieiiie e s 47

3.5.3 CoNtrol VariabIES.........ccoiiiiiiiieee s 47
3.6 Data COIBCTION. .......eiiiiiii ettt bttt 48

3.6.1 SAMPIING ...ttt bbbt nh e e nrs 48

3.6.2 Data ColIeCtion ProCEAUIE..........cueiiiiiiie it 49
3.7 Techniques of Data ANAIYSIS.........ccueiiiiiiic et 49

3.7.1 DESCIIPLIVE @NAIYSIS .....civeeiiiiiiiieeie ettt e aeaneesraeaeeneenns 49

3.7.2 Correlation of Variables ............ooeiiiiiiiie e 50



3.7.3 Multiple Linear Regression ANAIYSIS .......coiiiiiiiiieieie e 50

3.8 SUMIMIAIY ...ttt ettt et e e et e e e st e e aab e e e en b e e e enb e e e enb e e e enaeeennaeeenes 50
CHAPTER FOUR ...ttt ettt ettt et e e be e e e e nbeesnneennee s 51
RESULTS AND DISCUSSION ...ttt nn e e 51

4.1 INEFOTUCTION ..ottt ene s 51

4.2 DESCIIPLIVE STALISTICS .....veveviitiiiieieeieie ettt ettt nb bbbt 51

4.3 INOIMAITY TESE. ..ttt bbbttt b bbb e enes 53

4.3.1 SKEWNESS NG KUITOSIS ...ttt 53
4.3.2 Tolerance and Variable Inflation FaCtor.............ccooveieiiiiiiii e 55
4.4 COorrelation ANBIYSIS. ..o i ittt besae et abe s ana et et e e abe b e teaneereeneenes 57
4.5 Multiple REgreSSION ANALYSIS ....ooiueiieieaieiiieiie e e aeeitaestesseestee s iaaasseesreeseaiaeansesesseesreeneenns 60
4.5.1 Assumption of Multiple ReQreSSION ... ic.i i ie e ittt s e e sebe st it ee e sre e 61
4.5.2 The Coefficients of Multiple Regression Analysis...........cccevvvivereeieniieninene e 61

4.6 CONIOl VArTADIES ... bbb 65

A7 SUMIMATY ..otttk b etttk b e h e bt e et e b e b e bt e s e b e e bt e sn e s b e e b e e e e nbeenbeenn e 66
CHAPTER FIVE ..ottt ettt et sttt e st e e e be e sae e e ebeesnbeenee s 68
CONCLUSIONS AND RECOMMENDATIONS ...t 68

5.1 INEFOAUCTION ...ttt bt 68

5.2 SUMMAry Of the STUAY ........oociiieee e s 68

5.3 DISCUSSTON ...ttt bbbttt bbbt b bbb 70

Xi



5.4 LIMItations OF the STUAY .......cooiiii s

5.5 Suggestions for FUtUIre RESEAICH .........cuiiiii i

REFERENCES

xii



List of Tables

TADIE 4.1 ... bbbttt bbbt 52
TADIE 4.2 ...ttt bbb 54
TADIE 4.3 bbbttt bbb 56
TADIE 4.4 ...ttt bbb 58
TADIE 4.5 .t b ettt bbb 62
TADIE 4.6 ... bbbttt bbb 63
TADIE 4.7 ..t 67

Xiii



List of Figures

1010 T USSP 41

Universiti Utara Malaysia

Xiv


file:///C:/Users/User/Dropbox/thesis/Final%20Thesis%20Abbas%20Saad%203rd%20june%202016.docx%23_Toc453071148

CHAPTER ONE

INTRODUCTION

1.1 Background of the Study

In the recent years, a trend has emerged within accounting literature related to the term ‘value-
relevance’ (Dechow, 1994; Costello & Wittenberg-Moerman, 2010; Alali & Foote, 2012; Wang
& Hussainey, 2013). Researchers have begun to consider the pragmatic association between
particular accounting numbers and the stock markets. From the perspectives of information
economics, accounting and financial reporting, it can be seen that value-relevance as being
significant to efficient performance. This investor-oriented information has attracted the bodies
that are responsible for standard setting, such as the International Accounting Standards Board
(IASB) and the Financial Accounting Standards Board (FASB). These standard setting bodies have
explicitly mentioned that the core reason behind accounting standards is to meet the requirements
of financial markets (Nichols, Street & Cereola, 2012). As a result, the relationship among stock

markets and accounting practices gained considerable attention.

Investors and the government institutions all are the users of financial statements. All have
different interests regarding the financial position and the performance of companies (Aaker &
Jacobson, 1994). For estimation of tax liability over the profit the government, need the financial
statements of the companies. Another interest of the authorities is regarding assurance of
implementation of laws and regulations that are designed for the same purpose. The banks and
other financial institutions to check the liquidity position of the companies for granting and

extending credit facilities, demand financial statements. On the other hand, investors require



The contents of
the thesis is for
internal user
only
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