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Unstandardized Coefficients
Standardized
B Std. Error | Coefficients
of B

(Constant) 27904127 10271488.5
-6375325.6 3164274.2 -0.135

0.969 0.051 0.072

1273.7 561.1 0.116
-349527752.2 | 163212496 -0.105
474400 213659.7 0.070
1682120.4 569589.1 -0.145

F=57.726 Sig.=0.000
S.E=3394119.5

A Dependent Variable: y1
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- 349527752.23X4 +474400X5 +1682120.4 X6

Om Asilaa) ANS i ABMe aga g (£/0) aby Jpaadly ABLud) i) Julas (e guidaly g
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(ROA)U sl o siladl Jans (Y1) Galill il puiidl (g 4D jlasl 5
((DACC) 4y la¥) clilias¥) (Y3)¢((ROE)patladt Gia o xilall Jaxe (Y2)
Om AL dsias Hladl ) Gog il daaidl Jaaiil mised sladdul &8 dus
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(o/°) s
(ROE) ¢atlual (3sia Ao atlall Janay (ROA) Jpua) o ailall Jana G AlDal
(DACC) 4y jlsdy) clbliasuy)

ROE

Pearson ox
Correlation -632(*)

Sig. (2-tailed) .000

Pearson o
Correlation -632("%)

Sig. (2-tailed) .000

Pearson x
Correlation 0.61

Sig. (2-tailed) .000

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

Std. Standardized

(Constant) | -2.18 0.91 -2.38
X1 -5.20 2.20 -0.17 -2.36
X2 -0.08 0.03 -0.27 -2.52
X3 -1.20 0.59 -0.10 -2.04
X4 -35.50 | 14.59 -0.08 -2.43
Xe 0.11 0.04 0.10 2.75

F = 2.561 Sig. =0.042
S.E=0.91

a Dependent Variable: y1
tk b (1/0) aly dsad) (e gy
cvov 0 dygias (5 ghae dic :\ﬂibmg\ ANy @y cels Slasyt Q}AI&A@A} e
ooy LS A (Xp) o6 il im g il A (X))l ki (e JS a5
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Unstandardized Coefficients

Standardized
Std. Coefficients of
B Error B

(Constant) -84.888 36.990
X1 -112.568 | 51.861
Xo 1.141 0.424
X3 -59.427 25518
X4 -782.024 | 343.897
X6 4.725 2.024

F = 3.538 Sig. =0.010
S.E=9.049

A Dependent Variable: y1
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Y,=-84.888-112.568X +1.141X,-59.427X;3 -782.024X4+4.725X¢

ANl ABle asay (V/0) Al Jsadl ARl gl et o gl
Cnadluall (ggha Ao adlall Jaea s Adlany) jhlid) o plaly) cl s (e Asilas)
(vor0) Lsinad s ghua die Hp o Jatd) Gasdll JsdgHa o paad) (s b (ay Laa
JEA L4 IS D I VU
(Aliiad) e ypaiall) Zala) Hhladl e pladyl ¢ phise o 4D HlasY
eﬁ) J gl s3] daxiall Jlasat Jalas e\.li:u.n\ ?3 (é_,l:d\ )ﬂaﬁ.d\) 4 LA CHlEatadl
ol yarie) Aiad) i) o 20D HlEs) et (S Gus sl e 2l (Af0)
(Bt clEliaial) o pead e 1,8l A (Bl Hhlad) e 2 ladl)
t ol LS SPSS iy alasiuly sl Jilail il ¢l a8
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Unstandardized Coefficients

Standardized
Coefficients of

B Std. Error

(Constant) | 33471952.1 11642942.0
X1 -108026370.4 | 45202196.2 -0.47
X7 743669.1 329211.6 0.32
X3 62011578.2 26329939.8 0.65
X4 -381066335.5 | 143566187.7 -0.11
Xs 2077979.2 809382.2 0.24

F =3.474 Sig. =0.011
S.E= 6612156.91

a Dependent Variable: y1
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ANl ABle asag (Af0) aly Jsadl ARl plil et o g
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Alall Jaxe) el eyl (e J€ g A0 Ll e Al all o8 G
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Omadlucal) Ggia o alal) Jara g Jguad) o milad) Jara J8 ¢ Bl Y1 Jalaa il
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Pearson Correlation

Sig. (2-tailed)

Pearson Correlation
Sig. (2-tailed)

** Correlation is significant at the 0.01 level (2-tailed).
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t ok LS SPSS iy alasiuly S Jilaill gl el a5 (i) jpsadl) Jsaall
(Y+/°) dss>
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Unstandardized Coefficients

B Std. Error Stand Coeff T
of B

(Constant) | -1.64959 | 0.775301637 -2.12768
X1 -3.24589 ] 0.950620951 -0.11 -3.41449
Xo -3.260597 | 1.413499827 -0.13 -2.306755
X3 -0.001743 ] 0.000851602 -0.02 2.046785
X4 -2.240273 | 0.919492571 -0.12 -2.436424
Xs 0.154244 1 0.067293808 0.19 2.292091

F = 8.806 Sig. =0.000
S.E= 0.547

A Dependent Variable: y1
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Aaage L 2y AL Zad 0 A (Xo) oo JS O Rk ADle 0y @
(YD)l o 8Ll dans o Qe 55 Lol of ) el
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A Proposed Framework for Credit Risk's Disclosure and its

impact on the Quality of Financial Reporting for Banks
"An Applied study"

First: Introduction

Economy is the mainstay of any State, and the state's power is
measured by its economic efficiency. While as the banks are the
cornerstone of any economy, and the annual reports are the available
indicators and scales of the banking, it is important that the reports reflect
the banking operations transparently and comprehensively (which is called
The Concept Disclosure). The principle of disclosure of the financial
statement information is important and central for preparing published
accounting data where this principle is widely concerned by which the
professional accounting entities or regulators. Those institutions must
determine the information that needs disclosure in order to prepare the

data which gives enough disclosure.

The disclosure about credit risks is important that it is the inherent
part in the bank activity, so, the disclosure is needed to disclose the nature
of this important part in the annual reports through its disclosure, nature
and characteristics which cover all bank activities that contain crediting,
trading, investing, managing cash and managing assets In order to

decrease expected risks and therefore better estimating the bank
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performance in the future. Managers also benefit from transparency
towards the latent risks in the strategic goals.

Many studies, locally and internationally, showed that the
availability of good information about company status and its risks faces,
or maybe face, has a direct impact in share price determination and also
predicting returns of shares that lead investors to a good investment.

Second: The Research Problem

The problem lies in that there is a gap in the information of the risks
that the bank faces. That banks probably deliver insufficient information
in its annual reports that leads to shortage of credit risk disclosure in the
annual reports of the Egyptian banks. The late researches refereed that the
current risk reports are not benefit and do not reflect the actual meaning
(Santhosh. a, Philip J. Shrives, 2014). There are kinds of decisions need a
specific level of information that must be accounting disclosed, and the
cost of delivering that information in an inappropriate time that is barrier
for the rational decision makers to make the appropriate decisions which
are based on the integrity of the financial system of the banks.

There is a main question:

- What is the impact of the credit risk disclosure on the quality of the
bank financial reports?

Sub questions from the main question:

- What is the impact of the credit risk disclosure on the bank growth

rate?

- What is the impact of the company governance on the credit risk
disclosure of the banks?
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- How gap resulted between the value of the incoming traditional
financial statements and value of the resulted of the credit risk

disclosure can be reduced?

- What are the barriers that affect the credit risk disclosure? And,

can it be avoided?

- Does the degree of the credit risk disclosure have an impact on the
bank financial reports?

- Does the increase of the credit risk disclosure strengthen market
control and increases the bank market share?

Third: Importance of the Research

The importance of the research is divided into:

Scientific importance: The importance of this research is produced
from the importance of the role of the credit risk disclosure in the banks in
order to enlarge the bank value and improvement and achievement the
competitive advantage, and achieving the stable financial situation to
avoid short and long term risks of the banks, in the increase of the
accounting information and its authenticity and objectivity of the bank and
the financial statements. That is because of bank financial statements users
care about the ability of the bank to meets its commitments and ensure that
the bank is not in a case of insolvency which leads that users to trust is the
appropriate disclosure of credit risks that faces the bank and the way of
measuring them and their impact on the minimum level of the capital of
the bank.
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The scientific importance: is divided into two important parts as
follows:

First: the banks have to control the complete disclosure reports to avoid
credit risks and state the priorities and organizing the bank
information about the expected potential credit risks that concerns
all parties outside the company which is declared by the annual and
periodical reports and support them by information about the
quantitative and qualitative risks. That the concern of the appropriate
disclosure about credit risk management and its measurement
methods in commercial banks is increased side by side with
applying Basel committee that allowed selection between two

methods of measuring credit risks>

Second: understanding any kind is the best of disclosure kinds about
voluntary information that concentrates on correction operations that
will positively affect on bank performance in the markets to increase
transparency and decrease variance in information. Also, showing
the status of the disclosure and transparency in the financial
statements in the commercial banks and what services delivered by
this sector to the users of those financial statements. Because this
sector is the backbone of the modern economy. The banking system
has to be effective in getting accounting information which can be

relied on in evaluating the financial reports quality in banks.
Forth: Objectives of the Research

The purpose of this research is to study the disclosure about credit
risks and its impact on the quality of the bank financial reports. According
to the main problem of the research, the objective of the study mainly will

be as follows:
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e Determination of the credit risks which face the commercial banks
and clarification the barriers of the disclosure of the credit risks

and how to treat them and their measurement methods.

e Determination of the requirements of the credit risk disclosure in
the commercial banks as shown in the local and international

standards, especially, in Basel I11.

e Delivering proposed framework of the disclosure of the credit risks

in the commercial banks.

e Contributing to recognize how to improve the quality of the
financial statements to the required level of the credit risk
disclosure which must be published in the financial statements of
the banks according to the financial accounting system derived
from the international standards and supervisory authorities.

e Applying the proposed framework of the disclosure about the
credit risks in the commercial banks to put practical imagination
about the credit risks which is appropriate with the requirements of

supervisory authorities and the international accounting standards.
Fifth: The Variables and Hypotheses of the Research
A. The Variables Of The Research:

First, the independent variable: is the variable of the disclosure of

credit risk which can be measured by the following indicators:
» Profitability performance indicators:
¢ ROE ([Return Of Equity)

e ROA( Return Of Asset)
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= Credit risk measurement techniques
e NPL ( ratio Non-performing loan)
e LLPR (ratio Loan loss provision)
e CAR( Capital Adequacy Ratio )
e LOR (Liquidity)
= Centralist variables
e LEVR ( Leverage Ratio)
e BZ (The size of the Bank)

Second: The dependent variable: is the quality of financial reports

which can be measured by Jones Model:
e optional accruals
B. Hypotheses Of The Research:

The main hypothesis: There is a statistically significant correlation
between the impact of the disclosure of credit risks to increase the quality

of financial reporting for commercial banks.

To achieve the main objective was to formulate a set of sub-

hypotheses that will be tested, as follows:

First hypothesis: There is a statistically significant correlation

between the disclosure of credit risks and the rate of return on assets.

There is a correlation with a statistic significant between the

disclosure of credit risks and the rate on the return on assets

The second hypothesis: There is a correlation statistically significant
differences between the disclosure of credit risk and the rate of return on

equity.
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The third hypothesis: There is a correlation statistically significant

differences between the disclosure of credit risks and optional accruals.

Sixth: Methodology of the Research

The researcher approaches the following methodology:

1.

Inductive Approach: The researcher sees both of the theoretical
researcher, previous writings, dissertations, periodicals and books
(foreign and Arabic publications) relating the disclosure of credit
risk and its impact on financial reporting and how to use them in

addressing the problem of the research.

Descriptive Approach: The researcher identifies the scientific and
practical aspects to determine the topics of the research, and to
determine the hypotheses and objectives upon which the research
determinants built, in order to analyze, compare and take the
advantages in linking among theoretical, philosophical and

scientific aspects.

Deductive Approach: the researcher analyzes the research applied
results to get the inference from the statistical results to determine
if the assumptions are accepted or rejected and to mainstream the

results on the relating banks.

Seventh: Plan of the Research

In the attempt of the researcher to answer the questions of the

research problem and to achieve the main goal, the research is divided as

follows:
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Chapter One: ""The General Framework Of The Study" Includes:
Chapter Two: "Credit Risks™ Includes:

First: Credit Risk and Types in The Banks.

Second: The Methods of Credit Risk Measurement.
Chapter Three: ""Disclosure Of Credit Risk™ Includes:

First: The Definition and Types of Disclosure.

Second: The Disclosure of Credit Risk In The Light Of International

Accounting Standards and Financial Reporting Standards.

Chapter Fourth: "The Quality Of Financial Reporting In Commercial
Banks' Includes:

First: What Is the Quality of Financial Reports?

Second: Methods of Measuring the Quality of Financial Reporting
and the Impact of the Disclosure of Credit Risk It

Chapter Five: ""Proposed and Applied Analytical Study Framework
Eighth: The Limits of the Research

The limits of the research are in: A group of registered banks with
the Central Bank of Egypt. The researcher selected a random sample of
ten (10) commercial banks. The study addresses the financial reports of
the banks in time series.

Ninth: Results and Recommendations of the Research
Results of the Research

The researcher examined the impact of the disclosure on the credit
risks on the quality of the financial reports of the commercial banks as one

of the objects of the basic pillars for maintaining the bank continuity.
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After the theoretical, scientific and intellectual study which is made
throughout the research, the researcher reached the following results:

First: The Theoretical Results of Research

a. The current disclosure of risks and its provision in the financial
statements of the commercial banks still severely impaired and
does not provide a clear picture about the bank credit risks and its

provision.

b. There are specific standards can be depend on to measure the bank
credit risks, provision dedication and customer classification and
its rating. The customer credit rating can be classified in an
improperly to improve the customer in front of the investors and

therefore the share value.

c. The composition of the credit provision may be more sound and
objective if it is based on a sound measurement, a consistent model
of bank credit risk, and under the strict control of the central bank,
in a manner that better meets the needs of the users of the financial

statements of banks.

d. There are specific criteria that can be relied upon for bank credit
risk measurement and dedicated the composition and classification
of customers and credit worthiness of each customer it is possible
classification of merit for a client incorrectly to improve his image
in front of investors and stakeholders and thus the value of the
stock.

e. Proper and adequate disclosure of credit risk improves the quality

of financial reporting, thus providing the appropriate and reliable
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characteristics of the information contained therein and thus

making sound decisions from all parties.
Second: Recommendations

In light of the statistical analysis of the financial statements of the
commercial banks under study to test the main and subsidiary hypotheses,
the results of the applied study are: "There is a statistically significant
relationship between the disclosure of credit risk and the quality of

financial reports of banks.” Which are summarized as follows:

a. There is a significant inverse relation between the ratio of non-

performing loans and the rate of return on assets.

b. There is a significant inverse relation between the capital adequacy

ratio and the rate of return on assets.

c. There is a significant inverse relation between the liquidity ratio
and the rate of return on assets.

d. There is a significant inverse relation between the provision for

impairment losses and the rate of return on assets.

e. The existence of a significant positive relationship between the
size of the bank and the rate of return on assets.

10
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