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Fair Value, income measurement, and bank analysts' risk and
Valuation judgments
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Test of fair Value accounting under extreme conditions
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The Reliability of fair value versus historical cost information
Evidence from closed-end mutual Funds
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The quality of Fair Value measures for Property, Plant and
Equipment .
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""Consequences of Fair Value Accounting for Financial Instruments
in Developing Countries': The Case of the Banking Sector in Jordan.
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Did Fair Value Accounting Contribute to Financial Accounting
Crisis ?
Al Joaw Gl Lasds cAllall AL dlalal) Gl diilas d8De ddjma ) dpal) oy

Al OIS Jall a gl Al A8 dudase of S Aubal) clal s dalad)
Ll llia IS 1305 ALl w30l jualind Aaulid) el (a3 Y dpag il A1 calalal)
Ll aill Al D JoaDU L) ail) (St Y Ulal iy A gndl 2l 5 OIS
CilS 13 Aa Ada) adll aladin) Juadl) b o paii) ady aaey AL clfinally

Al clalatyly @lld e sy Ul Caan ¥ Glsu)
Caals Al a3y e A gpaad) i Aalal) Al dilae of ) duhal) clags s

aadd Al BT Al (56K o 50 Jsa) a e il a gy Galall s 3ae Ly



:Olsixs (Gergiou & Jack, 2011 ): Ay =Y o
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Financial disclosure and accounting harmonization: cases of three
listed companies in China
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Does fair value accounting for non-financial assets pass the market
test ?
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Abstract

The present study aimed to examine the impact of alternative measurements of fair
value on the ability of financial statements to compare and see the effect of each of the
(historical cost and net realizable value, market value under way, and the present value
of expected cash flows) as an alternative measurement of the fair value on the ability of
financial statements to compare.

The study found that there is the influence of measurements alternative to fair value
the ability of the financial statements for comparison, as the study found to get the focus
of the present value of expected cash flows on top of the effect of reaching a transaction
value (1.126) and the value of t interview (15.268) and the level of significance (0.00),
came axis of the net realizable value is the second most powerful variables impact in
terms of the moral value of the treatment (3.73) and the value of t interview (5.230) and
the level of significance (0.00), then the focus of the current market value, with a strong
and significant effect as the value of transaction (0.298) and the value of t interview
(2.250 ) and the level of significance (0.027), then the historical cost another
interlocutor impact in terms of the moral value of the treatment (0.164) and the value of
tinterview (2.210) and the level of significance (0.030) .kzlk no significant effect
statistically significant alternative to the measurements of the fair value of the combined
dimensions (historical cost, and net realizable value, the current market value, the
present value of expected cash flows) the ability of financial statements to compare the
volume of influencing the proportion of 81.5% by a factor identification (R = 0.903
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Summery

Introduction:

Since the beginning of the twentieth century, economists and accountants
realized the extent of the damage inflicted by changes in market prices in the
historical values of the elements that appear in the financial statements, so most
researchers became in the field of economy, calling for assessing assets on the basis
of relevant current cost information, not in accordance with the historical cost of the
entrance, so in order to maintain the stability of the capital of the entity and the rights
of shareholders and investors.

As a result of the wave of change in the prices at which the industrialized
world has seen in the seventies of the last century, it became the financial statements
of the financial position and results of operations do not appear in accordance with the
economic realities, so considering that the financial information disclosed in the
financial statements have been prepared, influenced by the principles of accounting
and hypotheses. Including the historical cost basis, which ignores changes in the

(prices of the other two (Mohammed, 1.2014).

I have used historical cost for several decades as a principle Bags measurable
accounting, then emerged from the call by using the entrance of the fair value through
all of the International Accounting Standards Board (IASB) and the US Financial
Accounting Standards (FASB) by issuing many of the accounting standards and
adjusted, which focuses on content at the entrance to the fair value. (Saleh, 1.2009).

The fact that the historical cost, which represents the actual reality of the event

as it happens the moment of exchange, is not in doubt in the accuracy and validity of
the moment of acquisition or acquisitions, but also to question the integrity of the
principle appears after acquisitions or event occurs, as the recorded value become a
thing of the past, which deviates a little or a lot the current value for any reason.
Where the economic conditions are changing and volatile permanently movement
dynamic, and changing purchasing power of the cash generating unit change these
conditions in different situations, and here began criticism did not end with the
principle of historical cost and then was heading to the use of the entrance to the fair
value (navigator, 2013.1).

As a result, local and international accounting bodies began to look for an
alternative to cover the gaps resulting from the application of historical cost in the
entrance, where it was switching to the entrance of the fair value of which became the
basis and measure an important measurement and disclosure when the accounting
treatment of financial operations. The back of this shift clearly in most of the
international accounting standards, which named it after that International Financial
Reporting Standards International standards for financial reporting (IFRS), and that
the use of the entrance to the fair market value when evaluating financial instruments
in accordance with international accounting standards, gave the accounting
information recipe sincere representation and relevance to the decisions of



stakeholders, including that convenience is one of the basic qualitative characteristics
of accounting information, and even accounting information be useful in decision-
making, it is strengthening the relevance distant objective for individuals estimates
that using market prices when measuring the value of assets as a neutral party is not in
the interests of a class at the expense of another category, gives a clearer picture of the
financial position of the entity and realism, as it is expected that the application of the
entrance to the fair value result in a fundamental role in avoiding defects historical
cost entrance, and improve financial reporting in the financial reports, and the
provision of accounting information useful in rationalizing investment decisions.

The problem of the study

The Financial Accounting performs a number of basic functions accorded the
accounting measure for financial transactions, the second is the disclosure of these
transactions, many accounting studies have addressed the problems associated with
each of the measurement and disclosure of accounting, this study addresses the impact
of alternative measurements of fair value on the ability of financial statements to
compare and choose suitable entrance measurable accounting that can achieve this
comparison.

Were several accounting measurement between the historical cost Historical
Cost and replacement cost Amortized Cost and market value of ongoing Current
methods Market Value and the present value of expected cash flows Present Value
and net realizable value Net Realizable Value and other entry points, including the
method, which met with acceptance in many organizations interested in the
formulation of accounting standards financial terms of these organizations called for
using a fair value method of fair value, as the main input for the measure, which
sparked controversy when the trade-off between him and other alternative
measurement methods.

It should be noted that the controversy between the mouths of the fair value
and cost Altarueh- as more alternative entrances Cioaa- may be due to be met in the
accounting information, and the most important of which Khasita convenience and
reliability, one hand looks at historical cost as more reliable compared to fair value,
and a private properties in cases where an active market for items that are meant
measured using the fair value does not exist. However, on the other hand, it looks at
fair value as more appropriate in light of the prevailing time of submission of the
information, that is, they provide a more transparent financial information and
economic circumstances, and since it cannot do without any of Kasiti convenience
and reliability. In some periods or circumstances be preferred the entrance to the
historical cost, and in the periods or other circumstances is the entrance to the fair
value of preference, and some studies have tried to find a balanced solution between
the two former entrances, some have called for the adoption of a mixed entrance
combines the mouths of historical cost and fair value (Hammad, 2003).

It is worth noting that support for organizations interested in the formulation of
financial accounting standards for the use of the entrance to the fair value in



accounting measurement does not mean the end of the controversy between the
entrance to the fair value and other entry points, despite the expansion in the use of
this approach, but it may owner of several problems with the emergence of other than
the low reliability, perhaps including:-

1- The lack of agreement on the specific arrangement of the methods of
measuring fair value in the absence of an active market

2- need the entrance to the fair value of many of the most in-depth studies that
relate to the selection of the most appropriate means for discretion, which
means increased effort and cost to achieve the required reliability may be more
than the yield of the use of the fair value compared to other portlets.

3- exposure fair value for the sharp fluctuations in the item measurement
replaced from time to time, which affects the stability of the financial results
of the entity that uses the fair value measurement.

4- flexibility in many accounting treatments of standards that are interested in the
fair value measurement is an opportunity for the administration of
manipulating's profitability on the one hand and create a kind of confusion
among users of financial statements of the other.

5- dispersed Gains and losses arising from changes in the fair value of net
income, comprehensive income, according to many accounting treatments
provided in financial accounting standards, making it difficult to compare the
performance of action when a group of items measured at fair value
evaluation.

6- The use of fair value leads to a vibration in some accounting concepts the
authors and users of financial statements, such as the concept of caution.

As a result of problems associated with the use of the entrance to the fair
value, and in particular the low reliability of the figures in the absence of an active
market for the provision of measurement Mahal, occurrence of divergence of views
on the implications of its use, and which ones impact on the transparency of financial
statements, where you see some of the accounting studies that the use of value fair
increase transparency levels even approaching the highest levels, (refer to (Herrmann,
et al., 2002 & Azevedo, 2007) .

Many other studies and believes that the fair value, especially in the absence
of an active market for the provision of measurement Mahal, creates a number of
problems have an adverse effect on the transparency of financial statements (refer to:
(Hernandez, 2004, & Danbolt; Rees, March2007), Hence, the feasibility of the
entrance to the fair value assessment of needs for further study to reach a verdict and
determine appropriate procedures and rules by which to activate the entrance to the
fair value and solving problems to increase the transparency of financial statements
levels in order to rationalize the decisions of investors in the stock market .

The divergence of views on the feasibility of fair value in achieving the goals
set aside for it, namely the provision of appropriate and reliable accounting
information so as to increase the transparency of the financial statements submitted by



the latest state of confusion among users of these lists in general and investors in the
stock market in particular, and this confusion may have stemmed from the existence
of problems in the understanding and interpretation of the information and figures
prepared on a fair value basis, or may have stemmed from the exploitation of
administration, especially in the facilities that put their leaves for trading on the stock
market, the weaknesses or the use of fair value in order to bring their personal
problems. ( Mazze, et al., 2005) and then the matter needs further study to analyze the
problems associated with the use of the entrance to the fair value, and doomed the
effects of reflected on the users of financial statements decisions so that it can reach a
number of decisions that maximize benefit derived from the use of the entrance to the
fair value measurement to increase the transparency of financial statements levels
provides information more transparent will help decision-makers on the investment
decision-making governance (Kassem,2012.10).

In light of the above, the main question of the problem of the study is as follows

Do different alternative measurements of fair value impact on the viability of the
financial statements for comparison in the same facility and other facility operating in
the same activity?

The Importance of Studying

The importance of the study in the importance of measurement in accounting,
because measuring the most important step for the preparation of financial statements
and thus whenever the financial statements elements measured precisely and clearly
the more quality information and thus make the most of this information.

The fair value approach provides the most appropriate alternative to the method
of historical cost, colorful synonyms fair value, the multiplicity of views and opinions
related to air conditioning conceptual approach to the fair value of view, it is the
replacement cost of the ongoing into future net cash flows market value to net
realizable value to other synonyms her the same general concept, but differ in the
method of calculation.

The importance of this study is also of the importance of the theme of the fair
value as a contemporary theme in the application of the terms of the financial
investment, which is one of the main items in the financial statements, and this study
adds to the literature by looking at the same issue a new system to test the effect of the
measurements alternative to fair value of the facility on the portability the financial
statements for comparison with other facilities operating in the same activity. As well
as an increase in the definition of alternative measurements and the fair value and
comparability and financial statements.



Obijectives of The Study

In light of the nature of the problem that was displayed the main objective is to
study the impact of alternative measurements of fair value on the ability of financial
statements for comparison in order to improve the transparency of financial
statements, as seen by users of financial statements in order to be a better alternative
to the fair value measurement in order to rationalize the decisions of investors, as well
as to identify on the concept of fair value, and set it apart from the historical cost and
some of the pros and cons due to be pursued.

The study hypotheses

The study built on two Hypothesis:
The Main Hypothesis first:
There were no statistically significant differences between the alternative
measurements of fair value and viability of the financial statements for comparison
relationship Branching off from the main hypothesis first sub the following
assumptions :
1- There were no statistically significant differences between the historical cost
and the viability of the financial statements for comparison relationship.
2- astatistically significant relationship between the net realizable value does not
exist to check the viability of the financial statements for comparison.
3- There is no statistically significant correlation between the ongoing viability of
the financial statements of comparable market value
4- There are no significant differences between the present value of future cash
flows, undiscounted and viability of the financial statements for comparison
relationship.

The second main hypothesis:

There is no trace of the alternative measurements of fair value on the ability of
financial statements to compare and branches off from the main hypothesis second
sub following hypotheses.

1- No effect statistically significant between the historical cost and the viability
of the financial statements for comparison.

2- No effect statistically significant between the net realizable value and viability
of the financial statements for comparison.

3- No statistically significant effect of the ongoing viability of the financial
statements of comparable market value.

4- No statistically significant effect of the expected present value and portability
of financial statements to compare cash flows.



The study methodology:

The study relies on two approaches:

1- inductive approach: where are extrapolated aspects of the problem under
study, and a review of previous studies based on scientific books, articles and
papers published various periodicals on the subject of the study, whether in
Arabic or in a foreign language.

2- deductive approach: Applied is the study will be performed by the researcher
tested the hypothesis of the study statistically to determine whether they accept
this hypothesis or not, through the design and analysis of the list of survey
responses and draw conclusions.

Study plan :

To achieve the objectives of the study and in order to test the hypothesis, the
researcher divided the rest of the contents of the study are as follows:

Chapter One: Principles and measurement standards of accounting and its

relationship at fair value as a measurement alternatives.

Chapter Tow: Analytical Study of the accounting fair value compared to
historical cost accounting in light of the accounting standards.

Chapter Three: The impact of fair value accounting on the qualitative
characteristics of the financial statements and comparability.

Chapter Four: Applied study.




