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Abstract:

This study examines the perception of accounting practitioners in relation to the IFRS for
SMEs in the Kingdom of Saudi Arabia. The standards were issued in 2009 by the International
Accounting Standards Board (IASB) after the issuance of International Financial Reporting
Standards for companies listed in the financial markets (Full IFRS). In 2017, companies in Saudi
Arabia began to commit to shifting towards international standards for joint-stock companies,
provided that in 2018 the rest of the companies will start applying international standards,
including IFRS for SMEs. This requiring a good base of knowledge by practitioners in order to be
applied in the desired manner. The study relied on previous studies and the experiences of similar
countries, and a questionnaire was developed to fit the study sample. The results emerged about
the questionnaire components on the sources of information, the study sample’s endorsement of
the existence of stand-alone IFRS standards for SMEs, approved evaluation concepts, qualification
and training on the application of new standards. The results also showed that the study sample
supported the idea of the existence of international standards, and the participants ‘awareness of
evaluation methods and concepts was at a moderate level. The insufficient training of accounting
staff and the lack of training programs organized by professional bodies are among the most
serious obstacles in applying the standards. The majority of respondents are not aware of the
main differences between the International Financial Reporting Standards (IFRS) and the
International Financial Reporting Standards (IFRS for SMEs) for small and medium-sized enterprises,
nor the simplification of recognition and measurement made in the IFRS for SMEs. The study
ended with some recommendations that may serve the transition process towards international
standards.

Keywords: IFRS for SMEs, Small and Medium Enterprises, Accounting Standards, Saudi
Arabia.
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édwlyadl 8lal | Galo

Perceptions and knowledge of accounting professionals on IFRS for
SMEs: Evidence from Saudi Arabia

el ddgall yuleall Joo dwlxall Jlxo b Jrouaiall Uiyl ogsd
dyysll déSlasll ;e duwlyd :IFRS for SMEs dbo_wgielly 8ywsuall OIS pil) ddledl

4 gl

Demographic Information

Please identify your region by ticking the dolle Riog @i )b e clithio WAz oy

appropriate box (please choose one) (2>l HLisl =y) cuwliadl gyyall (S
Tabuk region dgii dahio Riyadh region ool I dahie
Northern border region  ddlewidl 393l dahnio Qassim region pbosll dalhio
Asir Region e dahie Mecca region do)Sall @S0 dalnio
Jazan region olils dalie Medina region  8)gioll diyaell dalnie
Najran region o= dahio Hail region Jil> dalnio
Al Baha region >l dahio Al Jouf region ol dahio
Eastern region 418 il dahiall
Please identify your gender BTy EVECY RSy
wil Female 353 Male

Please identify your role by ticking the wd dolle RDg G1yb e cllac Moz o2y

appropriate box (please choose one) (a>lg Hlisl >y) cawlicdl guyall
Post graduate Student e Olwlyy b
Academic ol
Intern )l Cxd g lye
Accountant o
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Please identify your role by ticking the

o dole o9 Gyb e dlac Waxi oy

appropriate box (please choose one)

Certified Public Accountant

Financial Analyst

Regulator

................ (Other (please specify

Please identify your experience by ticking

the ap-propriate box (please choose one)

years 1-5
years 6-10
More than 10 years

What is your highest level of academic

(3>lg )il vz p) cuwlioll gyl
wigils cuwlxo
o Y=o
€ o
W2 g2l
...................... (ol op) s e

&ipaoll 3= JAS o 8yl Slgiw 3= oy

il

Olgiw 1-5
Slgiw 6-10

Slgiw 10 oo ST

w2)) Sdaap BVl il gol Sgiue el 9o Lo

qualifica-tion? (please choose one box)

First degree
Master degree

PhD

(3=>lg &aye HLisl

ool 8l

ol 5iS I

If you have any professional qualifications please specify

3 3axd b2y duige DG ol el oIS 13]

If you are working in an auditing firm,

please specify its type

&yall 2325 JUS o 5l Olgiw 2327 w2
i liall

Big4 employee
Non-Big4 employee
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Please indicate your company's turnover in
Saudi Riyals

oS58 i) @ gl Olapall Sgime did 33> s

Less than 50 Million
Between 50 & 200 Million

asble 50 o Lol
ugide 200 g 50 fw

Source of information regarding IFRS for SMEs
dbouwgially dysuall OISl IFRS d&lsiedl Ologlaell jluae

Where do you obtain information regarding IFRS for SMEs'
8y 1l S8yl ddlall 4y, Gl slac) dgall ,pleall oliy Sloglee e o> ol oo

http://www.ifrs.org/ (IFRS and IASB web site)

http://www.iasplus.com/index.htm (Deloitte
IAS Plus web site)
https://socpa.org.sa Web sites of Saudi
Organization for Certified Public Accountants
(SOCPA)

Professional journals

Private training

Evaluate the existence of stand-alone IFRS
for SMEs apart from full IFRS

IASB g4 IFRS g8g0

Deloitte IAS Plus gdg0

on2zlall &gzl dsgll rigySIYl gsal
(SOCPA) uwlxallg

wols i

OB pil) dldiuall IFRS yulso 392¢) clapi

suleall e il Gpay dbuwgially Bysall
sigladl )l slacY Lol dgull

Absolutely right
Right
Undecided
Wrong

Absolutely wrong

iy ellol V
wbls
lolod trbols
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The level of your knowledge of IFRS wladl EMUW ddgall yulaell clisyns Sgiue

Very good s 2u>
Good M=
Fair Jgizo
Slight b
None e V

Training regarding full IFRS and IFRS for SMEs

gl y uleally dledl &l slac) dlolS)l ddgall yulsall e oy yaill
dhuwgially 8yall Sl 4Gl slacy

gl yulnally Glai) lags wayyas o Cudls g
gl yulnally dulall &1l slacy dlolsl
dbugially Byseall OlSyall dladl Dl slacy
/ do8JI ddgall duwlxall juleo (e wu il
adladl &l slacy ddgall yulsall
adladl il slacY adgal pulsall (e
dhuwgiolly Spsall OISl

have received any training re-garding full

IFRS and IFRS for SMEs

Training about full [AS/IFRS

Training about IFRS for SMEs

Definition, promulgation, and sections

ol Vlg « il iy y=ill

Please state whether you know the
0 = 1 = - s - FOREETINS I'I -
following? (Yes = 1, No = 0) whlo y23 SS Bl 83 w2y

b dngially 8yusall OISyl by ymi
Definition of SME in IFRS for SMEs ol el slacy dgall ypnlsoll
dbuwgially bpsall OIS il
sl slacy dygall ynleall yi gl
dhugially 8psall SISl dlal

Promulgation date of IFRS for SMEs
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n

Topics omitted in IFRS for SMEs
O pil) ddladl jy)ladl dlae) ddgall yuleall b ddgixall Olegungall

Please state whether you know the

Sy bo woy=i CuiS 3] Lo )83 o

following? (Yes = 1, No = 0)

Soladl slac) ddgall juleall plusi ac
douvgially 8pzall Oyl dllol

Number of sections of IFRS for SMEs

dbuugially 3ysuall

Do you know that the following top-ics are a lo w5 CuiS 3] Lo jS3 oy
omitted in IFRS for SMEs?(Yes = 1, No = 0) 1 Ty

Segment reporting dclaall il

Interim financial reporting > ol ddladl yHlaill
Insurance Suolil
Assets held for sale 2l L baixadl Ol>g>gell
Earnings per share ol iy

Valuation methods/concepts

oud il / apdil ol

Do you know the following valuation Wl pudill autrloo / §pb Oy=i U
methods/concepts covered in IFRS 1 dlaeY dadgall yuleall o dgosiell
for SMEs? Syusuall S8yl ddledl il
(Yes = 1, No = 0) Sdbuugiallg
Fair value ds =]l doyall
Fair value less costs to sell gl S lgie I>gybe dsledl dogall
Nominal amount ol &lio
Residual value duaiel| doyall
Historical cost duzy ) Wl dalsil
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Do you know the following valuation AWl pusill pudrloo / §pb Oy=i Ja
methods/concepts covered in IFRS 1 dlae) ddgall yuleall (w6 dgouivell
for SMEs? Ssall OlSypal ddlell ) ladl
(Yes = 1, No = 0) Sdbuugiallg
Value in use olaxitwll days
Carrying amount o] glual
Recoverable amount SytwM el gluedl
Net realizable value Graxill dulal degsll olo
Intrinsic value 4y o=l doysll

Obstacles in implementing IFRS for SMEs
dauwgiallg dysuall OIS pill ddledl syl slae) ddgall yuleedl Juaif Ols g 2o

To which extent do you agree with the following obstacles in implementing IFRS for SMEs (1 =
strongly disagree, 5 = strongly agree)
adladl ) adl sl ddgal yuleall iuaii Olegze yoguaz Ul Ollsll go 40 sie ¢l I
dhwgielly 8ol OISyl
Strongly Strongly
Statement agree | Agree | Neutral | Disagree | disagree

Shlsll Golgl | @slgl Glgl ¥
83y 8y

Costly transition process to standards
yuleal) dalSe JEYI didac
Not providing sufficient training
programs by related professional bodies
Jub o @u8lS duwy )25 oly jao97 pac
dlall Ol duigell Oliygll
Difficulty in understanding standards
sulnall pgs (b digso
Training inadequacy of firms accounting
personnel
o0 dunlxall (abgo wuy)ai GLS pac

SISyl
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Key differences between full IFRS and IFRS for SMEs

yulsally &dladl il slac) dlolS)l dgal yuleall gu oyl SLEMESYI
Jlnuwgially 8ysuall OISl dlall il dlacy ddgall

Please state whether you know the
following key differences between

full IFRS and IFRS for SMEs? (Yes =
1, No = 0)

dpuJl SLWBYI y=i Cus 13] Lo 33T oy

o | 3yl SlacY dolSJl ddgall yulsedl u dadlil

ddlall yy, a0l slacY ddga)l yulrally dlall
Sdlouwgially Sysuall Syl

IFRS for SMEs were prepared
com-pletely stand-alone

Some topics of full IFRS were omitted
in IFRS for SMEs

Recognition and measurement were
simplified

IFRS for SMEs require about 300
dis-closures compared with roughly
3000 for full IFRS

IFRS for SMEs are 230 pages whereas
full [FRS are above 2000

IFRS for SMEs were written in an
easi-ly understood manner

Where IFRS have options IFRS for
SMEs include only the simpler option

alall &l slacy adgall yulzall slac] a3
Lo Lol desls dnmgialy Bpsall &Syl
sl ulnall Sleodge Lo bis Al
sl ddsl yulsnall b dlall kil dlols)l
dhugially Bpall SlSall adlal )l
owbidlly oyl byuui o

alall 4yl slac) ddgull yyleall (il
300 (Jlg> dbuugially 8pzall Sliall
sileal (8 3000 go iy Loy &)lio las)
alolSUl gl ddlall a0l
adladl )il slacY (el Hlsall @y
w6 dxiuo 230 dbuwgially 8yuaall OISyl
Sl slacy do sl ddgall juleall ol s
2000 9l dladl
aladl )Gl slacY dgall yyleall LUS Ciad
dlguw iy yhoy dbunglally 8psall SISyl
agdll
WDl Wl QLW ddg il julsall 9Ss Leaic

aladl 4 adl slacy ddgall yuleall ols
Sow i V dhuwgially 8yl OIS il
WV PEN]
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Potential advantages of implementation of IFRS for SMEs

8yl SISl ddladl )l lael dgall yulsoll dudid dlaizall el
ab.wsin.”s

To which extent do you agree with the following Potential advantages of implementation of
IFRS for SMEs? (1 = strongly disagree, 5 = strongly agree)
Sl slae) ddgidl yulesll idid ddaixall Lol oguazy ddWl olylsll go §45 e i ol
(5auiy 3olgl = 5 8o Gdlgl V Golgl ¥ =1) dbuugially 8yu2uall OIS pil) dlall
Strongly
Statement Agree | Neutral | Disagree | disagree

Shlsll golgl | @slel | §slgl Gblgl ¥
AW 8auiy

Comparability of financial statements of
SMEs will be enhanced
S yil) ddladl Sl &y e u j=i i
dhuugially 8l
Reliability of financial statements of SMEs
will increase
S8 yad) ddladl OLldl 8 gige 13w
dbhwgielly 8yall
Transition to full IFRS for SMEs will be
easier
do8Jl ddg Ml yuleadl (JI JBBYI ¢ gSuw 1 2 3 4 5
8ysuall OIS pad) ddladl il slacy
gl dosgially
Training inadequacy of firms' accounting
personnel
o0 dwlxall (rabgo cuyyai LS pac
OIS il
Reaching global capital will be easier

Jausl pallall Jlall ol ol Jguogll ¢5Sams
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Strongly
Statement Agree| Neutral | Disagree | disagree

Shlsll golgl | @slol | §élgl Gblgl ¥

Foreign direct investment in SA will
increase
o pinliall uin VI ladiwll 3y 3 o gun
> gzl
Rating of firms by rating agencies will be
easier
OV i e OIS pill Cigiod Jguius
ol
Reaching financing sources will be facili-
tated 1 2 3 4 5
digadl polae Wl Jgogll Jgupw
Efficiency of SMEs which operate interna-
tionally will be facilitated
dboungially 8pusall OISyl 8claS o 2y jaw
ol Sgiuall e Joasi il
Mergers and acquisitions in SA will
increase
Gy gl (6 3lg=xiwllg zlo iVl Slilac
33w
Efficiency in auditing will improve
de>lpelly a8l delasS i
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Recognition and measurement simplifications

Please state whether you know the

fol-lowing simplifications in IFRS for
(SMEs? (Yes=1,No =0

Reducing classification of financial as-
sets to two rather than the four in full
IFRS

Simplifying hedge accounting
Expensing research and development
costs

Expensing all borrowing costs

Using fair value if biological assets for
which fair value is readily determinable
without undue cost or effort, otherwise
the cost model

Simplifying defined benefit pension
plan Accounting

Amortization and impairment of good-
will

Cost model for associates and joint
ven-tures

Using directors’ judgment in determin-
ing fair value in share-based payments

Easier first-time adoption

owldlly lyieVl s

S il yxi i 131 o 4S5 w2y

AN dlal )0l slacY dygall yulnall b

Sdbuugially psuall OISyl
ol o el Jgo Ul csia yosiss
wdladl QALY plee b dsyl o Vo
dlolSJ dgll

Lighilly Sl oIS o L

0o BVl oS5 Rua> §lal

Joooll cils 131 ddsledl daall plaziwl
dslell dagd)l Az o Say il Luzglgudl
Vs yto jae gz ol 4alST g5 Aggun Lg)
aalSil z3gai paxiuy

83320)l aclaill Olileall das by
8yl JMlzaus| clabo)]

&S yirallg daoidl SIS i) &8l 23 goi

dagdll 2z b [ aS> plaxiwl
el e doilall Oilegsrall (s dslsl

byo JogV Gubill i
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Training needs
)yl Ollis

To which extent do you agree with the following training needs of participant ? (1 = strongly
(disagree, 5 = strongly agree

= 5 by Golgl ¥ gblgl V =1) iy il bzl yogaz ddl Olylsll go §aii s i ol
(B 381l
Strongly Strongly
Statement agree | Agree | Neutral | Disagree | disagree

&gl V

8y

Shlsll &blol
LRV

There is a need for training on IFRS for
.SMEs

1 2 3 4 5
lac) ddgdl yuleadl ey jail) sl Gl
dbuwgielly 8yusall OISy sl ddledl a1l
The training should take more than 40 h 1 5 3 4 c

Ay e delw 40 e Ja N ol wsy wu yadll
Specialized training programs are available
on the IFRS for SMEs in Saudi Arabia
wle douoziall wy il zoly 640 1 2 3 4 5
Sliniel) dladl )il ddgall yuyleall
dg2ull o dawgially 8yiaall
The level of knowledge in the area of
IFRS for SMEs is good
ddgull yuleall Jlxo 6 d8ymall Sgiute 1 2 3 4 5
8yl Sliial) ddlall yy,lail)
2z dbuwgially
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22lall (olpVl yusill gl lagd Olwylaall Juadl ol piciwl
&gl &yl dSlaall (16 o)l

iowdl allaue g plje .5
acbusall dpwlxall 3liwi
d95w lall dol> - Jlac¥l )l5] 4ulS - duulxall auwd

goslall

b dueahiill Slgzll 28 il Slwylas)l Jubsl Glyiiiw] g & dwlyall 03 ;o oagll
go5 e 2Ly ozl @2lall ool y usilly @ sy Lags Lalinis ol &390l dyell dSLonl
Junsl Gl ol oo ole ol 13 o slitie ol ple ol 13 8Lt Lol :dnslyell Juac
Ciliag JgVl duzgioll .l loall Junsl pde Jamazxl) duizy Slizgio S Ll o ol Lol
Criaai LaS oozl g2lhall oVl usilly @8Msll &l 6y guitiall diylull Ggmull dnlye (nb
willg Ml 13 Egml) zute Il d8LoY ¢ uirsl dcgazo Jgd b dinhhall uilgill e
gl §lixell eVl 35Vl 8o 8318t uall Gugyadl goMziwY Jgadl elli ylss e &3S,
Jasbi b Culiais duili)l duzgiall Lol (IESBA) ¢uwlal) dulgall digall LSSy ylee julzel
‘Jasiiiy d3dgsll duyell Alasll (b dsMsl g3 lbll (o dcgaze go lgis)Lite o wiliiuwl
dud (edue Lo guabrially Gzl Gusslyelly (CFOs el elyiall) dlall aslgdll s
wlioe Jie dlall aldlgdll (roarxiueg $3anull (555 yall clidlg 8)L=l 8)ljg9 dllall gl
e cliads I duxgiadl Lol .lsoladl (b Guy il @i clacly dylaiiwll G luall
dslyell Jlzo b eyl o dac go wailgll Gy e S\lis

iSloall (b duahiill Slgzll 2 s il Sl laall Juasl of o) dawlyall oia cilogi
8littiall CU1S elgaw - ozl @2lhal) poolVl juilly §loi Lass Laliais ol dpogzmll duysl]
dzzlyall ey i sgiwe oo Loli] yusill 9950 ol ood = ple olis I3 Cowd ol ole glib &l
g Olginw 7 JS bVl 635> 4ls) ool eiwe wleg Olginw 5 JS g3Vl dsslyall 3l o
ey i) Olgiw 5 (Cooling-off) slsull 6,6 5650 oy . lginw 10 JS dnzlyall &) Sgime e
dszlyell (3Ll puiiw sLe)ll 8y 16 8 ST olg LY 835> sy ya>lal Olgiw 3 dszlyall
Jdsslyall &g oSVl
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Abstract:

The aim of this study is to explore the best practices that regulatory authorities in the
Kingdom of Saudi Arabia are proposed to adopt regarding the mandatory change of the
external auditor based on the type of audit client: either an entity of public interest or an
entity of non-public interest. In order to explore best practices, three research methodolo-
gies were followed to obtain best practices. The first methodology was a review of previous
published research related to the mandatory change of the external auditor. It also included
a survey of the laws applied in the G20 countries, in addition to a survey of related research
that focused on identifying the lessons learned from the experiences of these countries,
taking into account the International Code of Conduct and Ethics for Professional Account-
ants. The second methodology was to develop a questionnaire and share it with a group of
relevant parties in the Kingdom of Saudi Arabia, including: financial statement preparers
(financial managers, CFOs), external auditors and regulators such as officials of the Capital
Market Authority, the Ministry of Commerce, the Saudi Central Bank, users of financial
statements such as representatives of investment funds, and faculty members in universi-
ties. The third methodology was to carry out telephone interviews with a number of rele-
vant professionals with long experience in the field of auditing.This study found that the
best practices that regulators in the Kingdom of Saudi Arabia are suggested to adopt with
regard to the mandatory change of the external auditor - whether public interest entity or
not - is for the change to be mandatory at the audit partner level and other audit leaders
every 5 years, at the level of engagement quality control examiner every 7 years, and at the
audit firm level every 10 years. The cooling-off period should be 5 years for the audit part-
ner, 3 years for the engagement quality control examiner, and the cooling-off period should
be 2 years for the other audit leaders and the audit firm.

keywords: Mandatory Audit Firm Rotation, Mandatory Audit Partner Rotation, External Au-
dit Quality, External Auditor Independence, Public Interest Entity, Non-Public Interest Entity.
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