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ABSTRACT  

Business corporations are obliged to disclose in their corporate’s reports information 

pertaining to the nature of their investments including, sustainability report and the assumption 

they make about the future going concern to comply with regulatory standards. In this study, 

we deal with two primary questions; (1) to what extent and levels do listed firms in Uganda 

and Rwanda comply with international financial reporting standards (IFRS)? (2) What 

significant effect do firm structure have on the level of IFRS disclosure? To address the first 

question, a total of sixty-five (65) financial statements presented in the time series 2015 to 2017 

were assessed with the help of a checklist from which the compliance indices were constructed. 

Multiple regression models were selected to deal with the second question. The findings 

revealed that, listed companies in the USE have an average compliance index of 95% compared 

to the RSE average index of 92%. According to the observation, USE has maintained a constant 

compliance level at 95% between 2015 and 2017. On the other hand, the RSE compliance level 

declined from 96% in 2015 to 90% in 2017. Meanwhile, the results of the multiple regression 

models showed that, leverage and audit-type have a positive influence on the levels of 

compliance, whereas, firm size, profitability and multinational were found insignificant. The 

usefulness of this study provides information to the regulatory agencies and shareholders to 

capitalize audit services as a mechanism for promoting the consistent use of the standards. 

Finally, the regulatory agencies should embark initiatives that aim at promoting awareness such 

as trainings specially to highlight the gray areas which are problematic disclosure. More also, 

since IFRS was adopted mandatory to be applied by publicly trading companies while the small 

and medium enterprises SMEs were encouraged to apply, the regulators should consider 

building the capacity of SMEs, such initiatives would benefit SMEs to acquire funds in the 

capital market and it creates a potential opportunity for future listing. 
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CHAPTER ONE: INTRODUCTION 

1.0. Introduction  

Chapter one highlights the research overview, it includes the following main themes; 

the background of the study, the purpose of the study, a statement of the problem, objectives, 

survey questions, the theoretical framework and methodology, Significance, limitation and the 

overall organization of the paper. 

1.1.1. Background of the study  

There are two concepts as to why Business Corporations must implement and comply 

with the financial reporting standards and other standard requirements. Obviously, firms do not 

only disclose all information about their operations to comply with all the required regulatory 

standards, but also to preserve their reputation guaranteeing its accuracy. They opt for 

disclosure of information to comply with the ethical and social responsiveness, it can further 

be argued that, recently, large corporation is using the model of corporate social responsibility 

(CSR) as a marketing mechanism for their brands, enhancing disclosure in the financial 

reporting. 

This research focus on the international financial reporting standards (IFRS), under 

these standards, a firm is required to publicly disclose information about the nature of their 

investments and the assumptions about the future going concern. The disclosure of information 

for the external purpose helps the firm foster relationship with the external market as argued 

by Freeman's theory in section 2.2.4 and the theory of capital market equilibrium in section 

2.2.3. While, the freeman’s argument emphasizes that, firms should focus benefits on all 

stakeholders including its employees, thus, compliance with the disclosure principles also helps 

to protect investors and shareholders interest explained in the agency theory in section 2.2.2 

below. 
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Recently, “there are more than 150 countries applying the international financial 

reporting standards worldwide” (Paul 2017). Uganda adopted the International Accounting 

Standard (IAS) in 1998 parallel with the establishment of the Ugandan capital market, an 

initiative extended for financial market expansion, obviously, it was part of the economic 

reforms of 1992 (Alan & Tim, 2009). The process of implementation and enforcement of the 

IAS in Uganda is through the legislation, reflected in the Company Act 2013 which mandates 

that, all limited liability businesses to complete their financial reports using the IFRS 

framework, this has led to the stability of the Uganda Securities Exchange (USE) over time.  

According to the capital market authority of Uganda, two consecutive annual reports 

2016 and 2017 has revealed that, the total fund under management increased to Shillings 2.06 

trillion high from Shillings 95.0 billion in 2005 and 2006 respectively, while the total value of 

assets increased by 1130% between the period 2017 (Shillings 6.5 million) and 2006 (Shillings 

525,587) (CMA Report, 2017 and 2016). We cannot over emphasize on CMA’s performance, 

nevertheless, it is important to note that compliance with the standards has a significant 

contribution in attracting foreign direct investments (FDI), necessary for capital market 

expansion due to the increased trust and access to information. 

On the other hand, the Rwanda Stock Exchange (RSE) in the same footing as Uganda 

was formed to provide an enabling environment for capital market investment, apparently, the 

need for a good financial reporting infrastructure became inevitable. In 2008, Rwanda 

exclusively established the Institute of Certified Public Accountant of Rwanda (ICPAR) under 

Article 3 11/2008 of the Rwandan law.  ICPAR is the only national accounting standards setter 

and regulator of accountancy professionals of Rwanda. Eventually, it adopted IFRS under 

company Act 2009.  In 2017, the RSE statistics indicate a total of eight listed companies, 

however, despite of the small size, the RSE total market capitalization indicates FRw 3.05 

trillion ($3.35 billion) which is half of the Uganda Security Exchange market capitalization 



Page | 3  

 

valued at $ 6.13 billion. More also, RSE recorded a 27 % increase in total revenue between 

2017 and 2013, however, its total asset value decreased by 6.7 % during the same financial 

period (RSE, 2013, 2017). 

Furthermore, there are several reasons why information is very fundamental for the 

capital market participants; Firstly, access to adequate information helps to reduce fear 

associated with investments and allow effective and efficient operations of business 

corporations. Several standards, particularly the accounting standards are created to govern the 

global business environment in such a way that it communicates information to the users about 

the basis on which the accounts have been prepared. The accounting and financial reporting 

standards are therefore, designed to ensure the homogeneity of financial data in the reporting 

and consistent compliance by any entity publishing financial reports. Such reporting practices 

help market participants (shareholders, investors and regulators) make financial scrutiny and 

suitable economic decision, which became a necessity because prospective investors desire to 

invest in a company with a sound business practice and transparency. 

Secondly, and the last, the viewpoint of the standards is relevant for improving 

information access and cost reduction (Julie & Marvin, 2009). It also enhances, the quality of 

reporting and increases efficiency of capital markets, relevant for users of financial information 

for their capital investment and other economic purposes (Okpala, 2012). Moreover, the 

adoption of IFRS by jurisdictions increases comparability benefits in the capital markets 

(Brochet, 2012). Hence, the IAS/IFRS are therefore created to help market participants sustain 

investments across the globe with a high degree of comparability and responsiveness to 

accountability and transparency.  
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1.1.2. Statement of problem  

In 1998, Uganda adopted the IAS to strengthen national financial reporting 

infrastructure and as a response to the global initiative, following the international financial 

crash of 1990s (Jácome, 2004). The IAS was indispensable to provide an enabling environment 

for improving the scale of financial stability and reduce risk associated with the integrated 

capital market in the country. Subsequently, the establishment of an independent national 

accounting standard setter the ICPAU and CMA of Uganda regulating the activities of the 

Uganda Security Exchange (USE) market supported the initiative of IAS implementation in 

the country. However, according to the World Bank 2005 report on “observance of standards 

and codes (ROSC)” the report had noted a significant gap in the compliance levels with IAS, 

it has identified two key areas for improvement; Firstly, setting-up of effective enforcement 

mechanisms for corporate financial reporting to ensure consistent compliance. Secondly, it 

emphasized on the strengthening of the role of auditors as significant to influence compliance. 

Subsequent reports in 2014, reassessed the degree to which the recommended policy of the 

2005 review has been implemented, the report revealed that, Uganda has progressively 

improved its corporate financial reporting in numbers of areas, however, it further needs to 

maintain and improve the general financial reporting structure through education and training.    

Although the report has explicitly revealed that, there has been a progressive 

improvement in the compliance, less attention was paid to the study of compliance with the 

standards and even after the new amendments of IAS and the IFRS adoption. Due to the lack 

of empirical studies to confirm the significant improvement following this report, this study is 

very relevant to provide information. Prior studies have also supported the existence of 

“compliance gaps” in the implementation of IAS/IFRS across the globe (Odia & Ogiedu, 2013; 

Samaha & Khlif, 2016; Philip, B. & Tarca, 2012). Moreover, other studies pointed that there 

is a substantial deviation from IFRS disclosures despite the claimed compliance with the 
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standards in listed firm’s annual reports (Yiadom & Atsunyo, 2014; Palmer, 2008). Based on 

this context, this research investigates the extent and level of compliance. We included RSE to 

have a better benchmark of comparative data for the application of IFRS in the two countries.  

1.1.3. Research objectives  

a) This research explores the extent listed firm complies with IFRS in Uganda 

and Rwanda stock markets. 

b) To determine significant levels of firm structure (firm size, firm profitability, 

audit type, multinational, and leverage) influence on IFRS disclosure.  

1.1.4. Research questions  

a) To what extent and levels do listed firms in Uganda and Rwanda comply with IFRS? 

b) What significant effect does firm structure have on the level IFRS disclosure? 

1.1.5. Theoretical framework  

International financial reporting standards are being applied worldwide to encounter 

the increasingly globalized capital markets (CAI & Wong, 2010). It would hardly be possible 

without IAS to compare financial information across international borders (Onulaka, 2015). 

The convergence of IFRS has potential to lower cost and asymmetry of information affecting 

investors in local and global capital markets (Daske, 2006; Hail, Leuz, & Wysocki, 2010). 

Moreover, IFRS has the potential benefits necessary for attracting FDI because proportional 

disclosure leads to information access which is critical for investors (Okpala, 2012; Gordon, 

2012).  

Some prior studies, Scalera (2010) and Annisette (2004) have pointed out that, the 

standards are attached to international development fund projects towards socioeconomic 
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developments, notably, from the international perspective; the international organizations for 

example IMF, World Bank, and the European Union (EU). Thus, the adoption of IFRS 

influences more accountability and transparency on the general performance of business, 

enhancing cross border investments. This suggests that, the adoption of IFRS in Uganda as 

well as in Rwanda is consistently compliant with the standards to create collusion thereby 

condense the international pressures stated above (Ionas, 2007).  

In the context of the EU, the convergent and enactment of IFRS confirmed a significant 

increase (Paglietti, 2009), in the same note, IFRS applied by Greek firms, has revealed positive 

influence on the profitability of the firm (Ballas & Tzovas, 2010). More also, Francesco & 

Pereira (2012) revealed a positive association between high compliance with the standards and 

the share revenue/turnover. The author further highlighted that, economic incentives are 

essential for improving consistent compliance. 

Hypothetically, we assumed full compliance with IFRS by all listed companies in the 

two countries undertaken in this study. Compliance levels also dependent on several factors 

such as firm structure, corporate governance, regulatory enforcements and many more. Hence 

IFRS full benefits are evident where the regulatory environment is apparently rigorous. 
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Figure 1: The Theoretical Framework 

 

Source: (Original work by the author obtained from the literature).  

1.1.6. Significance of the study  

The significant contribution of this research has a great benefit to the Regulatory 

Agencies; respect to the significant role of regulators in the enforcement of the standards, the 

data gathered will help to engage more with partners and mechanics on raising awareness about 

the importance of compliance with the standards. 

On the side of investors, it will enhance and increases trust, economic value and 

restoring confidence among investors. Therefore, data collected will enrich investors with such 

information. 
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Whereas, the academics and auditors; audit function provides diagnosis of a firm 

strength and weakness in terms of resource control measurements, since this function is integral 

for IFRS compliance, they may use this information gathered from the data to provide opinion 

over time. In general, the research is instrumental for increasing literature on the study of IFRS 

compliance in the two countries. As a baseline, the study further provides benchmarks for 

IAS/IFRS comparative information, particularly for compliance with financial standards, 

relevant for the academics. 

More on the relevance of this research, to provide unique insight of IFRS in the two 

countries because of lack of prior literature about the subject is an impasse. Thus, our proposal 

establishes this paper as a baseline for prospective research benchmark on compliance with 

IFRS. The necessity of a baseline provides information measurement of IFRS adoption for the 

two countries, which is an essential part of communicating strategic policies by the 

governments and other stakeholders, however, it will be very difficult to make such national 

policies without the track of IFRS progressive assessment. 

1.1.7. Limitation  

In general, our success is magnificent, we have encountered some significant 

difficulties; foremost, the sample size was only 23 listed companies in the two stock markets, 

such a sample is bound to larger statistical errors than large samples, therefore making it 

difficult to compare the result with prior literature from other countries with large number of 

samples used. Initially, we intended to collect a total sample (N = 23x3), however, since these 

financial statements were collected online, four of the reports were missing, additional effort 

was made to contact the companies through emails obtained from their respective website, but, 

no response was received. Furthermore, the information obtained is solely those collected in 

the financial statements, neither did we interviewed the regulators nor the authors of their 
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independent opinion about our findings, this was limited by shortage of fund to travel and 

conduct interviews. More also, time constraint was a challenge.    

1.1.8. Research organization  

This study is being structured in four different chapters as outline in the figure below; 

Figure 2: Research, Organizational Structure 

 

 

Chapter one

Introduction 
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Chapter Three

Research Methodology 

Chapter four 

Data processing and 
analysis and Results, 

summary and Conclusion  

References Appendices 
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CHAPTER TWO: REVIEW OF RELEVANT LITERATURE 

2.0. Introduction  

This section evaluates the prior literature on the study of compliance with the standards. 

It explores the extents to which listed companies comply with the standards. Themes of 

discussion include international financial reporting standards, theories effecting the standards, 

compliance with IFRS, Uganda and Rwanda stock markets and lastly, the effect of firm 

structure on IFRS disclosure. 

2.1.1. International Financial Reporting Standards (IFRS) 

The essentials of financial reporting help the external parties acquire information about 

the firm’s performance. This, however, was problematic in the past due to the use of various 

accounting frameworks by different jurisdictions, hence has discouraged the function of 

international capital markets. As a result, in 1973, IAS was formed, and later became known 

as IASB the body which adopted IFRS to counteract the problem affecting the international 

capital markets. It aims to “develop a single set of high quality, globally accepted financial 

reporting standards based on principles” (IASB, 2012). Several literatures have observed an 

increase number of IFRS jurisdictions over the past years (Pacter, 2017). They also pointed 

that positive global economic impact is linked to IFRS adoption (Paglietti, 2009), however, 

despite these attainments, Hodgdon & Adhikari (2008) pointed to the challenges pertaining to 

the implementation of IFRS with respects to consistency and compliance with the standards, 

explored in the interceding sections. 

Several prior studies pointed at economic and political reasons as rationale for the 

decision of IFRS adoption by a jurisdiction (Bello & Adeyemi, 2015). According to proponents 

of IFRS, the European Union became the first to adopt the standards in 2002, it necessitated 

IFRS standards for all member states, to contribute the efficient and effective operations of the 
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capital market (Aubert & Grudnitski, 2011). Addition to this, Paglietti (2009) investigated the 

impact of EU’s mandatory application of the standards, and the findings confirmed positive 

increase, consistent with prior studies (Street, Gray & Bryant, 1999; Street & Brant, 2000; 

Glaum & Street, 2003). Moreover, the rationale as to why the international organization, 

including the IMF, World Bank and EU encourages the adoption of IFRS, is to help 

organizations feel protected as these standards, provides rigorous substantiation opportunities 

for stakeholder assessment of investment performance (Zakari, 2014). Hence the attention to 

IFRS compliance and enforcement issue became essential in the view point of regulators, 

investors and shareholders, as discussed below.  

2.1.2. Compliance with International Financial Reporting Standards  

Compliance is conformity with the rule, professional standards, security laws and the 

obligation of liabilities (Sarbanes Oxley, 2002). According to Deloitte (2010) a company is 

compliant if it conformed to all the applied standard “financial statements should not be 

described as complying with IAS, unless they comply with all the requirements of each 

applicable standard.” Meanwhile Hodgdon et al. (2008) put forward that, implementation of 

the standards is dependent on state’s responsibility, since currently no International Security 

Regulators (ISR) charged with enforcement of IFRS. This, therefore, suggests that due to non-

uniformity in the enforcement of IFRS, level of compliance is affected greatly across the globe. 

Levels of IFRS compliance vary significantly across developed and developing 

countries (Boshnak, 2017; Glaum et al., 2003). An empirical study by Demir & Bahadir (2014) 

pointed at a lack of incentives, weak institution and enforcement agencies in developing 

countries attributed to dissimilarity of IFRS compliance index. Suzuki (2011) complemented 

that, usually when state’s financial institutions are strongly backed up by legislation, they play 

a strategic role. For instant, when the firm failed to meet required standards or is in act of 
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violation, sanction and penalties for unlawful act are guaranteed. This sounds credible for 

regulators' effectiveness in monitoring of portfolios, however, the author further argued, the 

critical role of regulatory agencies is fundamental for the enforcement and implementation for 

consistent compliance.  

More also, Shehu & Masunda (2015) empirical investigation assessed a sample size of 

fifteen leading journal articles to determine compliance with IFRS presentation and disclosure 

requirement reported by different researchers between the period 2005 and 2014, the results 

revealed that, there is non-compliance despite the full adoption of the standards by respective 

jurisdictions. The Authors argued that, lack of strong institutions and enforcement agencies in 

some developing countries is problematic to achieve full compliance with IFRS. The author’s 

recommendation suggested regulatory agencies should engage in activities that create 

awareness and training programs for promoting the standards. 

Furthermore, on the topic of compliance with IFRS, Alfaraih (2009) empirical 

investigation in Kuwaiti listed firms revealed deviations in the application of the standards 

based the sample tested. The results were found constant with the previous compliance studies 

(Street & Gray, 2001; Al-Shammari et al. (2008). Additionally, the authors suggested 

regulatory agencies to employ dual audit carried out by external auditors to promote further 

compliance in the KSE. Thus, from the viewpoint of institution and enforcement Agencies in 

developing countries; although listed companies may claim the implementation of the 

standards, however, their consistency remain questionable. In fact, IFRS foundation provides 

a framework for business accountant to safeguard the credibility of financial reporting and 

access of financial information to all users, by no means should a company continue in business 

without disclosure of financial information, the things which matter is a lack of consistent 

application of the standards and low credibility of some regulatory enforcement and monitoring 

that is the reason as to why prior authors reported the results of noncompliance. However, the 



Page | 4  

 

relationship between Business Corporation and regulators is fostered by financial reporting, 

disclosure as a means of information for external users. The theories underlining this concept 

of financial reporting standards are discussed below.  

2.2. Theories effecting the financial reporting standards 

2.2.1. Introduction  

The purpose of this section is to discuss the theories transpiring firm’s disclosure of 

financial information to comply with the internal control mechanism of a firm and the external 

regulatory standards it obliged to observe. Although there are several theories discussed in 

literature pertaining to the context of compliance and disclosure, we wanted to stick to our 

study objectives as already discussed in the previous section 1.1.3 relating to the objectives of 

this report, we consider dealing with discussion of three theories to address the two 

fundamental issues which support our objectives in the following relation. First, the Agency 

theory is suitable to explain the explicit relationships the internal environment (shareholders 

and managers) of a firm with a disclosure practice. Next, the second issue, the Capital theory 

of market equilibrium provide considerable background for the relationship between the 

external environment of a firm influence on the firm’s decision to disclosure and compliance, 

just a reminder, a strategic position of a firm is affected by both internal and external factors, a 

firm must strive to balance its position to counteract the effect. Thirdly, the stakeholder theory, 

provide a holistic business strategy that corporations use to persuade stakeholders to help them 

achieve their medium- and long-term business objective. 

2.2.2. The Agency Theory 

Agency theory perspective describes a behavioral management science, the relationship 

between agent and principal in a corporate environment. The assumption underlying this 
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relation and the distance of separation of the duties and responsibilities creates a condition of 

misunderstanding and mistrust because of the existence of a knowledge gap. This gives birth 

to the agency problem. Conventionally, the principal and the agent agree on certain principles 

and regulation governing the relationship to reduce the gap through provision of bi-quarterly 

and annual financial statements and to check the quality of performance on a regular basis by 

means of annual general meetings and extraordinary general meetings. The Agency theory 

addresses problems that arise due to such discrepancy between the principal and agent. This 

situation is bound to occur in any corporation as you may have experienced, if there exist 

knowledge gap. One way to reduce the principle agent problem is by explicit disclosure of 

financial information (Mahoney, 1995). The Agency law, perhaps serves to reduce risk 

associated with agency issues, for example, the U.S Security Exchange Act of 1934, mandates 

all limited liability companies unveil information including management’s compensation 

transactions. Interestingly, here disclosure becomes evident by the fact that managers need to 

comply all time both to shareholders and regulators. Mohammad, J. A. (2010) pointed that, 

there are strong relationships between the function of internal audit and agency variation. Still 

on the topic, the viewpoint of agency theory and corporate governance, Leung & Ilsever (2013) 

provided empirical evidence that, there is a positive link between corporate governance and 

mandatory IFRS adoption, however, there are mixed views of the results in the prior literature 

due to differences approaches used for the studies. In a nutshell, the Agency theory underlined 

three key elements; relationship, information and compliances to disclosure. IFRS require 

companies to disclose information, to close the knowledge gap between managers and 

shareholders on economic grounds to make a reliable investment decision, because high-

quality information facilitate greater transparency. (Martínez, F., 2015) expanded this concept 

by highlighting that, the financial reporting quality directly associated with high level of ethical 
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commitment, and sustainability. Next, we will now address question two regarding the firm’s 

relation with the external environment (Investors, regulators and the public). 

2.2.3. The Theory of Capital Market Equilibrium   

Generally, market equilibrium assumed that information is symmetrically distributed 

across the participants of the market, thereby leading to perfect competition, such assumption 

serves as standards for measuring the effectiveness and efficiency of a given market. Let’s say, 

Supposed, for example, a free market economy exists as a perfect competitive structure where 

the market equilibrium point is determined by the forces of supply and demand without 

government interference hence the Pareto efficiency. However, When the condition for Pareto 

optimality is not met by the free market often leads to a market failure, as result, it affects the 

net economic value (Robert C, Merton., 1986).  

Capital Market Equilibrium describes the relationship between investors, asset pricing 

and the availability of market information. When it comes to asset pricing, investors are curious 

using the capital asset pricing model (CAPM). According to Li (2012) “this model is simple 

and practical, and mainly adopted in researches on the relationship between the expected rate 

of asset return and asset investment risk as well as the formation mechanism of the equilibrium 

price.” The CAPM represents a clear association between risk and return for a portfolio that 

investors would expect when choosing to buy or sale assets. They assessed the asset price based 

on the available information a firm disclosed. Hypothetically, let’s assume that supposed, a 

firm is trading security or stocks in the market, the maximum optimal price of the stocks is 

assessed based on the information disclosed by the company’s accounting section in their 

financial statements in line with the regulatory standards pertaining to the financial 

performance. Lack of accurate information deprives firm’s ability to trade and will be assessed 

as one with high potential risk. 
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Likewise, the relationship between demand and supply, information is an integral 

element for governing the relationship, hence, when a firm publicly discloses information in 

their reports and the financial statements pertaining to their investment and the assumption 

forecasting about the future, it serves as the market mechanism for maintaining the relationship 

continues between the market participants and creates confidence associated with the efficiency 

of capital markets. This notion underpinning the condition of compliance with the regulatory 

standards governing the general relationship of the capital market (Nicloas, J, 1976). 

Peláez, C. M., & Peláez, C. A., (2009) pointed that, “a perfect competition requires 

perfect information only if the model of asymmetry of information is used because some 

market participants to control a larger amount of information than others which likely leads to 

an imperfect condition of the market undermining the Pareto optimality”. The author added 

that, in such situation the regulatory authorities must take collective form of action to improve 

the Pareto policies.  Another contribution to Paláez’s argument, Hull, J. (2009) stated that, after 

the financial crunch of 2007, regulators issued a revised set of principles to be observed by 

banks and other financial institutions; these include, but not limited to, (1) “Banks must 

publicly disclose information about the assumption of its liquidity system” (2) “Supervisors 

should share information with other parties including regulators to facilitate corporation in the 

oversight of the liquidity risk management”. For instance, in United Kingdom (UK), the 

London stock exchange (LSE) regulation 12,43A (b) requires listed firms to “observe the 

combined code of corporate governance and should be reflected in their annual financial reports 

whether they comply if not they must provide an explanation.” (Gola, C., & Roselli, A., 2009). 

Finally, this suggests that, a firm should exercise full compliance in all aspects of 

including financial reporting to satisfy a complete relationship with the internal parts and the 

regulators and social responsibility in the external environment. 
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2.2.4. The stakeholder theory, also known as Freeman’s stakeholder 

theory.  

The extent of compliance with financial reporting standards is associated with 

Corporate Social responsibility (CSR) activities, for example, in financial accounting, income 

tax and corporate tax reporting. Recently, Global Leaders (G20) and many other international 

organizations such as United Nations Global Compacts (UNGC) and Human Rights 

organizations (HRO), advocates for a sustainable and social responsibility policy, including the 

environment. The resultant effect affected business corporations shifted in the business strategy 

to include social responsibility additional to profit motive as suggested by the stakeholder 

theory in contrast. 

Under this theory, Freeman argued that, the core value of a corporation is social 

responsibility, in his view, the goal of a corporation should satisfy all stakeholders involved or 

affected by a project or the investment of a company, these include; the employees, suppliers, 

community, environment, government and financial institutions. The Freeman’s concept is 

contrary to the Friedman’s theory which is also known as the shareholder’s theory. According 

to Friedman, the goal of a corporation is to make a profit and should take care about its 

shareholders. However, in the modern global economy, the stakeholder theory is the most 

selling and important for a business corporation to adopt. It provides a corporate ecosystem 

environment for a company to survive a sustainable economic value which is the core argument 

of Freeman. Currently, Evidence shows that, business corporations disclose and publish 

sustainability reports, including their annual reports as a mandatory requirement to comply 

with regulations. Another typical example, the World Bank is using Environmental and Social 

Standards (ESS) as a standard criterion for evaluating investment project impact. Thus, more 

significantly, business corporations are using CSR for satisfying all stakeholders which can 

also be argued further in the context of competitive advantage. 
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2.3. Financial standards in Uganda and Rwanda 

The financial reporting environment in Uganda and Rwanda, is described by the 

relationship between the institutes of certified public accountant, as a standard setter which 

regulates all accountant and audit professionals. The second party includes the regulators 

(Central bank, Exchange security agent, insurance regulatory authorities and capital market 

authorities) and the third party include the listed companies.  

Uganda lies in East African region, the country’s social, political and economic became 

evident in 1986 when it established its first-time economic reforms. According to (Alan & Tim, 

2009), the three fundamental reforms between 1990-1992 include legislation of the parallel 

foreign exchange market (FOREX), liberalization of coffee marketing, and the establishment 

of fiscal disciplines to bring about macroeconomic stability, trade liberalization and 

privatization. As an act of reform diffused to all sectors, ICPAU was established in 1992 under 

the Accountant Act 1992 repealed by Act 2013.  ICPAU was formed exclusively the national 

professional accountancy organization (PAO) for Uganda, mandated to; (i) setting and 

maintaining accounting and audit standards (ii) licensing accounting firms (iii) monitoring the 

performance of its members and (iv) advising the government on financial accountability 

matters. Mandatory members of ICPAU include all heads of accountants and finance, internal 

auditors for both public and private sector entities that are of public interest. ICPAU also has 

affiliation with the Pan African Federation of Accountant (PAFA).  

2.3.1. Accounting framework and audit in Uganda 

The (Companies Act., 2012) and the (Accountant Act., 2013) outlined the process and 

procedures for corporate accounting audits for Uganda. Every public entity under the fifth 

schedule of the Act required to prepare and present financial statements using the IFRS/IAS 

framework. In this respect, a public entity is defined as one which encompasses “publicly 
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traded debt or equity instruments” or “public organizations that are fully or partially owned by 

the state” or “private organization in which the state has a non-controlling equity interest”. 

Other entities that are not specified as public may use IFRS or the IFRS for SMEs.  Other 

entities other than the Uganda Security Exchange (USE) regulating the application the 

standards include; the Bank of Uganda (BOU), Uganda Retirement Benefits Regulatory 

(URBR), Insurance Regulatory Authority (IRA) prescribes the use of IFRS for entities under 

their supervision in accordance with the Public Finance Management Act 2015. 

Moreover, the company Act 2012, and the Accountant Act 2013 established the ICPAU 

exclusively as the auditing and the standards setter. There are two key principles of this 

institution, the ICPAU recognize public entity’s financial statements be audited exclusively by 

its preregistered members and in accordance with the IAS guidelines. Most interestingly, such 

procedures have created links with major industries; Banking, securities exchange, and 

insurance regulators instruct and regulate entities to seek prior approval for final appointment 

of Auditor preregistered auditors approved by the ICPAU. 

2.3.2. The financial reporting in Rwanda  

Geographically, Rwanda lies in East African region. Rwanda 2020 vision includes a 

plan that seeks out to change the nation’s social welfare status described by high labor intensive 

and low income to a capital-intensive technology mainly to be driven by services towards 

achieving middle income level by 2020 (World Bank, 2017). 

Major reforms, firstly, the government led transformation attempt to enhance, 

improvement in the financial reporting practice aims to produce inclusive and reliable financial 

information. Secondly, to build on trust in its financial sector and management of finance, 

through application of high-quality accounting standards, based on the robust accrual -based 

financial reporting framework. In 2008, the Institute of Certified Public Accountant of Rwanda 
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(ICPAR) exclusively recognized as Professional Accountancy Organization to regulate the 

accountancy profession under Article 5 of the Rwanda law 11/2008. More also, Article 7, 

established the roles of the ICPAR but not limited to the scope of (i) regulation of the 

accountancy profession, (ii) preserve integrity and build capacity of accountants, (iii) advise 

government on matters relating to the accountancy profession, (v) issue and renewal of license, 

(vi) to provide its members professional education in accounting and other related disciplines.  

Furthermore, the company Act 2009 of Rwanda provides the guidelines and the 

modalities for presentation of financial reports using the standards. More also, Article 3 

empowers ICPAR to set rules for accounting compliance with IFRS. As a result, IFRS was 

fully adopted mandatory to be applied by a public corporation and the SMEs were also 

encouraged to use the standards.  

In addition to the compliance with IFRS, the ICPAR sets mandatory and compulsory 

annual audit of all company’s financial statements, except small private enterprises and 

companies consistent with article 3. Additionally, following the adoption, the standards became 

instituted by the National Bank of Rwanda (NBR) and all other regulatory agencies, for 

example, CMA of Rwanda regulates all firms under its management.  

To further assess the determinants of the levels of IFRS compliance, this paper also 

examines the levels of influence a firm structure has, as discussed below. 

2.4. Firm structure  

This study examined the influence of firm structure denoted by firm size, profitability, 

Audit by big 4 (Deloitte, Ernst and Young, KPMG, Price Waterhouse Cooper), multinational 

and leverage. The proxy of firm size is computed as the book value of total assets. Because of 

the high amount of firm asset in millions, it is stated in terms of natural logarithms (Bonetti, 

Magnan & Parbonetti, 2016). The profitability of each firm is computed as the ratio of return 
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on equity (ROE) at the end of the specific financial year (Yiadom & Atsunyo, 2014). 

Independent function of the external auditor is a core survey instrument that helps reduce 

Principal-Agency problem (Abakah, 2017), when the firm is audited by big 4 is determined as 

dummy variables and is coded as one (1), otherwise zero 0’ (Tower & et-al., 2011). Moreover, 

similar approach applied to the measure of multinational business, if a company has parent 

affiliation is then scored one (1), otherwise zero 0’, consistent with prior studies (Al-Shammari, 

2005).  

2.4.1. Multinational Business.  

In the broader perspective, the compliance with IFRS assumes that, international 

business discloses more than local firms. Abakah (2017) confirmed a positive correlation 

between compliance levels and those companies with international affiliations. Yiadom & 

Atsunyo (2014) noted Malone’s and Jones’ 1993 arguments which claimed that, a company 

with global affiliations are subjective to a wider range of regulations and that, such conditions 

can trigger the company to a high disclosure as may be opposed to domestic indigenous firms 

with less incentives and limited regulations.  

2.4.2. Leverage  

To determine the company’s financial structure, one of the factors is a leverage which 

is computed in terms of the ratio of debt to equity (Mutawaa, 2010; Yiadom & Atsunyo, 2014). 

A company precondition for disclosure is very high under debt financial structure. (Al-

Shammari; Brown, & Tarca, 2008) added that companies with high leverage have a high risk 

compared to other companies with less leverage. Debt financing is associated with high risk 

where the management is required to demonstrate explicit disclosure as possible to reduce the 

risk of agency cost as discussed in the preceding sections 2.2.2. 



Page | 13  

 

CHAPTER THREE: RESEARCH METHODOLOGY 

3.0. Introduction  

Chapter three highlights the modalities and techniques used for data collection and 

measuring of the variables. It includes the main themes; research design, sample population, 

source of data, ethical issues, the process of data collection, dependent and independent 

variables. 

3.1.1. Research design  

A cross-sectional research design was used to examine financial statements presented 

in the time series 2015-2017. Several prior studies commonly use two types, measurements for 

corporate compliance; (1) Dichotomous and (2) Partial Compliance methods (Glaum and Street, 

2003). Both methods designed the compliance index from disclosure indices scored as dummy 

variables and uses the mandatory disclosure requirements as the maximum standards for 

measuring the compliance level. This study used Partial Compliance method (PCM) as an 

alternative to the Dichotomous method. The PCM assumes equal weights for all the standards, 

unlike in the Dichotomous approach where it assumes a non-uniform allocation of the weights, 

see section 1.3.6 which lay out the detailed explanation about the measurement. 

The research designed to use three basic steps; firstly, when computing the extent of 

compliance is administered using a constructed checklist to compute the compliance disclosure 

index (CINDEX). The CINDEX signifies the sum of items a company should disclose in each 

of the categories of standards in its annual reports. Secondly, when examining the levels of 

relationship between the firm structure and IFRS disclosure, we constructed the second index 

computed using various formulas shown in figure 4, section 1.3.6. Thirdly, and the last step, 

the multiple regression used to compute the regression model. 
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3.1.2. Sample population  

A total of twenty-three (23) listed companies in the two stock markets were selected for 

investigation (i.e.16 in Uganda and 7 in Rwanda) which is too low. The reason for this sample 

size is being limited to the available number of companies listed. On the other hand, we 

restricted sample size to the number of companies listed because according to Yiadom (2014, 

p87-94) the rationale for adoption of IFRS, listed public companies were the major target for 

the standards whose financial reports claims compliance with the standards as the reason to 

reduce the asymmetry of information. Addition to that, Uganda and Rwanda Company’s Act, 

respectively, mandated IFRS to be applied by listed companies.   

Figure 3: Accounting standards 

S/N0. International Accounting Standards  

1 IAS 1 Presentation of financial statements 

2 IAS 7 Statement of cash flow  

3 IAS 12 Income tax 

4 IAS 16 Property, Plant and Equipment 

5 IAS 18 Revenue  

6 IAS 19 Employee benefits  

Source: (From the literature)  

3.1.3. Data and research instruments 

The source of data is from the annual financial statements published in respective stock 

exchange websites for the period 2015 to 2017. The research instruments include self-

administered checklist adapted from Deloitte (2010). The checklist was developed according 

to the standards issued by the IASB reflected in the figure 3 above. For further details refer to 

Appendix A and B below. 
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3.1.4. Ethical issues 

This study conformed to the research guidelines convened by the University and the 

College of Graduate School Management (GSM). It was compiled under a closed supervision 

by accounting and finance Professors whom were part of the panel of review and scrutiny, to 

ensure that the process and procedures up-held to the requirement set forth by the University. 

3.1.5. The measurement of variables 

Figure 4 below shows flow chart process through which the CINDEX was completed, 

it also represents the regression model and the technique used to analyze the model. 

Figure 4: Flowchart for weighing and scoring compliance disclosure index.  

 

Source: (Original work by the author) 

 

The unweighted technique for scoring the checklist, determined each of the category of 

standards in the future 3 above by a score of “Yes” = 1, if disclosed/presented, otherwise “No” 

= 0. The measurement takes into consideration the two binary values 0 and 1 assigned for 

noncompliance and full compliance respectively.  

An unweighted scoring technique was 

used to score the checklist compliance 

as a measure of CINDEX 

Scoring each CINDEX (yes=1, 

No=0) is taken as total disclosure 

(td) by each company where  

𝑡𝑑 =  ෍ 𝑑𝑖

𝑛

𝑖

 

𝒎𝒕𝒅 =  ෍ 𝒅𝒊

𝒎

𝒊

 

The CINDEX of each company 

computed as Maximum total 

disclosure (mtd) expected for each 

company to comply 

 

CINDEX 

=  
𝑡𝑑

𝑚𝑡𝑑
(%) 

The compliance level CINDEX which 

also called the dependent variable  

Compliance 
with IFRS 
regression 
model  

Regression equation; CINDEX =  

β0 + β1𝑠𝑖𝑧𝑒  + β2𝑝𝑟𝑜𝑓𝑖𝑡 + β3𝐴𝑢𝑑 

+ 𝛽4𝑚𝑢𝑙𝑡𝑖′𝑛 + β5 𝐿𝑒𝑣𝑒  

Function form of econometric model 

for the independent variables ƒ(firm; 

size, profitability, audit type,  

multinational, leverage) 

Analysis of the model using 

Multiple regression (STATA/SE 15.1) 
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The choice to use weighted or unweighted technique depends on the research purpose 

and that is why this research uses the PCM (Alfaraih, 2017). When research intends to target 

specific group or users of financial information, the weighted technique/ Dichotomous methods 

is relevant to us because other items could be considered with priority and given more weights 

than others in the categories. However, this research targets general users of financial 

information, the PCM is ideal since each item is regarded as important and equal as the study 

sought to provide information about the performance level in general. 

**The CINDEX was compiled systematically, overall disclosure for a company was 

summed up as the index of total disclosure (TD) for a company, illustrated as; 

𝑡𝑑 =  ෍ 𝑑𝑥 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (𝑖)

𝑛

𝑥=1

∗ 

Where;  

dt is the total disclosed items from a company 

dx = 1 if the required item is disclosed  

dx = 0 if the required item is not disclosed,  

n= signifies the disclosures indices a company is expected to comply 

***The maximum score represents an aggregate disclosure of the checklist of which a 

company expected to disclose;  

𝑚𝑡𝑑 =  ෍ 𝑑𝑥

𝑚

𝑥=1

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (𝑖𝑖) ∗∗ 

Where;  

 mtd = is the maximum total disclosure a company expected to disclose.  

 dx = is each disclosure indices 

 M = is the maximum disclosure, such that m = n, refer to the above equation. 

 **** The level of compliance was then determined by combining the formula (i & ii);  
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  𝐶𝐼𝑁𝐷𝐸𝑋 =  
𝑡𝑑

𝑚𝑡𝑑
 ……………………………………………………………. (iii)*** 

 

*****Lastly, regression model to test the independent variables, the factors that influence IFRS 

disclosure requirements (firm size, profitability, audit type, multinational, and leverage). We 

employed functional form of econometric model used in prior research (Alfaraih, 2017). 

Compliance level (CINDEX) = ∫(𝑠𝑖𝑧𝑒, 𝑝𝑟𝑜𝑓𝑖𝑡, 𝑎𝑢𝑑𝑖𝑡, 𝑚𝑢𝑙𝑡𝑖𝑛𝑎𝑡𝑖𝑜𝑛𝑎𝑙, 𝑙𝑒𝑣𝑒𝑟𝑎𝑔𝑒) Such that 

the regression analysis equation tested as; 

3.1.6. Dependent and independent variables  

Unlike in other prior studies, the independent variables models include more than five 

factors (Bonetti et al., 2016; Mutawaa, 2010). However, in this study, we used five factors 

(variables) in the model for our experiment.  The CINDEX represent the dependent variable. 

On the other hand, (i) firm size (ii) profitability (iii) audit type (iv) Multinational and (v) 

leverage represents the independent variables  

3.1.7. Data processing and analysis  

The study applied descriptive statistical tools with the help of SPSS for determining the 

extent of compliance with the standards. The measure includes tables of frequency distribution, 

CINDEX= 𝜷𝟎 + 𝜷𝟏𝒔𝒊𝒛𝒆  + 𝜷𝟐𝒑𝒓𝒐𝒇𝒊𝒕 + 𝜷𝟑𝑨𝒖𝒅𝒊𝒕 + 𝜷𝟒 𝒎𝒖𝒍𝒕𝒊′𝒏 + 𝜷𝟓𝒍𝒆𝒗𝒆𝒓𝒂𝒈𝒆 ∗∗∗∗ 

Where; 

CINDEX is the compliance level  

𝜷𝟎 is a constant term  

Size is defined as the book value of total assets. 

Profitability is determined as the ratio of return to equity (ROE) 

Audit type is a dummy variable coded two (1) if a company financial statement is 

audited by any of the big 4, or Zero (0) otherwise. 

Multinational is a dummy variable coded one (1) if the company has parent 

affiliated, or zero (0) otherwise 

Leverage is computed as the ratio of total long-term debt (more than one year) to 

total shareholder’s equity.  
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mean, standard deviation, maximum and minimum. Multiple regression was then used for 

analysis of the regression model with the help of STATA/SE 15.1.  
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CHAPTER FOUR: DATA ANALYSIS AND THE RESULTS 

4.0. Introduction  

This final chapter four, presents research results and techniques applied for collecting 

the data and the analysis processes. The findings are presented in the following sequence; first, 

frequency distribution tables for the sample collected (table 1). Second, the measurement of 

the overall extent of IFRS compliance was determined for listed companies followed with other 

descriptive statistics tables. Third, since the dataset is a time series, the multiple regressions for 

the regression model was computed with the help of state/SE 15.1. Finally, the findings were 

consolidated in the summary and the deduction. 

4.1.1. Data collection  

We obtained an overall total of 65 annual financial reports for 23 listed companies from 

the two countries for the period 2015 to 2017. Since the data were collected through online 

from the respective securities exchange (USE, RSE) websites, therefore, four (4) annual reports 

were missing. 71% of the total financial reports were from Uganda and 29% from Rwanda 

respectively. 78% of the reports belongs to parent companies in Uganda Meanwhile, in Rwanda, 

89% of the listed firms were parent companies and 21% constitutes subsidiaries. More also, in 

Uganda, audit services by the big 4 is high as 80%. Conversely, in Rwanda listed companies 

were 100% audited by big 4. See table 1 below. 

The technical evaluation process of the financial statements involves logical 

understanding and thorough checking before matching with each item applicable in the 

checklist to construct the compliance index. The process logically followed as demonstrated 

in appendices B (1-5), a company can be penalized if it failed to disclose in its annual report 

the applicable standards in the checklist, for example a disclosure of comparative information 
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in the current period of financial statement (IAS1:38) and in the notes, a firm should disclose 

“going concern” information IAS1: 16 and 25 etc. Refer to appendix B for the detail samples 

4.1.2. Descriptive statistics tables 

Table 1: Frequency _Tables 

N =65 
Companies classified by 

industry type 
Frequency Percentage 

Uganda  Industrials  3  

 Finance and Insurance  24  

 Utilities 3  

 Consumer goods 6  

 Consumer services 10  

 Audited by big4 37  

 Audited by others 9  

 Total 46 71% 

Rwanda Finance and Insurance  12  

 Telecommunication 2  

 Consumer goods 3  

 Consumer services 2  

 Audited by big4 19  

 Audited by others 0  

 Total 19 29% 

Source: From the field data 

Table 2 below exhibits the descriptive statistic reports for compliance index (CINDEX) 

computed for each country in the time series. The CINDEX is indicated by mean, Standard 

deviation, Minimum and maximum. The overall extent of compliance for the time series 2015 

-2017 is 95%, 95% and 96% respectively for listed companies on the USE. Similarly, in 

Rwanda, the degree of compliance indicates 90% in 2016 and 2017 which show a decline in 

the disclosure index as compared to 95% in 2015. These results suggest that, listed companies 

on USE and RSE exhibited a high degree of IFRS compliance for accounting standards 

observed, however, based on the sample, the presentation and disclosures are not 100% 

compliant with the standards, this conclusion is consistent, according to Deloitte (2010) 

“Financial statements should not be described as complying with IFRS unless they comply 

with all the requirements.” Moreover, in general, the presentation and disclosure for 
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compliance with IFRS in USE has a constant level of disclosure, which suggest a stable 

regulation is being exercised by the USE regulatory agencies, however, the RSE disclosure 

level fluctuated over the period assessed, this finding unveil to the regulations for rigorous 

monitoring.   

Table 2: Descriptive statistics for IFRS disclosure presented in time series for each country 

Name of country of 
business 
operations Time series 2015 to 2017 N Min Max Mean 

Std. 
Deviation 

Uganda 2015 Overall CINDEX 15 .86 1.00 .9503 .03565 

2016 Overall CINDEX 16 .85 1.00 .9469 .03955 

2017 Overall CINDEX 15 .80 1.00 .9599 .04574 

Rwanda 2015 Overall CINDEX 5 .90 .99 .9581 .03852 

2016 Overall CINDEX 7 .56 .99 .9033 .15510 

2017 Overall CINDEX 7 .39 1.00 .8999 .22345 

Source: from the field data 
 

Table 3 exhibits descriptive statistics reports for each accounting standards observed, 

they represent the measure of each disclosures index. In Uganda IAS1 and IAS 7 indicates 

disclosure levels of 97% and IAS 12 indicates 98% high disclosure. However, IAS 16; IAS 18; 

IAS 19 indicates 91% and 94% low disclosure levels from 98% IAS 12. On the other hand, in 

Rwanda IAS1, IAS 7 and IAS 12 indicate high disclosure levels of 96%, 96% and 95% 

respectively. But IAS 16, IAS 18 and IAS 19 indicated 89% and 86% low disclosure levels 

from IAS 1 and IAS 7. The findings indicate that while IAS 1, IAS 7 and IAS 12 exhibited 

high degree of disclosures, IAS 16, IAS 18 and IAS 19 disclosure remained problematic for 

the standards observed in both the stock markets over the time series. 
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Table 3: IFRS Compliance and Disclosure by IAS Category  

CINDEX and each IAS disclosure 

by Country N Min Max Mean 

Std. 

Deviation 

Uganda IAS1 CINDEX 46 .89 1.00 .9676 .03202 

IAS7 CINDEX 46 .40 1.00 .9717 .09583 

IAS16 CINDEX 46 .61 1.00 .9433 .07824 

IAS18 CINDEX 46 .71 1.00 .9068 .07510 

IAS19 CINDEX 46 .59 1.00 .9427 .09651 

IAS12 CINDEX 46 .71 1.00 .9814 .05310 

Overall CINDEX 46 .80 1.00 .9522 .03999 

Rwanda IAS1 CINDEX 19 .72 1.00 .9566 .08360 

IAS7 CINDEX 19 .60 1.00 .9684 .10029 

IAS16 CINDEX 19 .13 1.00 .8719 .24141 

IAS18 CINDEX 19 .00 1.00 .8571 .23810 

IAS19 CINDEX 19 .14 1.00 .8900 .25949 

IAS12 CINDEX 19 .71 1.00 .9549 .09586 

Overall CINDEX 19 .39 1.00 .9165 .16014 

Source: from the field data 

 

Table 4 exhibits IAS disclosure by industry category for each country. Financial reports 

were classified as; industrials, finance and insurance, utilities, consumer goods and consumer 

services. The disclosure level by industry category indicates 97% for Industrials, 96% finance 

and insurance, 85 for utilities, 97% consumer goods and 96% consumer services. On the other 

hand, in Rwanda Finance and insurance found to indicate 98%, Telecommunication, 48%, 

Consumer goods 98%, consumer services 98%. Comparative finding indicates that, industry 

category that is Utilities in Uganda and telecommunication in Rwanda exhibited low disclosure 

over the time series. 
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Table 4: IFRS Compliance Disclosure by Industry Category 

Disclosure according to industry categories N Min Max Mean Std. Deviation 

Uganda Industries Overall CINDEX 3 .95 .99 .9699 .02042 

Finance Overall CINDEX 24 .89 .99 .9577 .02348 

Utilities Overall CINDEX 3 .80 .90 .8526 .04726 

Consumer goods Overall CINDEX 6 .92 1.00 .9741 .03101 

Consumer services Overall CINDEX 10 .85 1.00 .9506 .04057 

Rwanda Finance Overall CINDEX 12 .90 .99 .9627 .03250 

Telecom Overall CINDEX 2 .39 .56 .4757 .11570 

Consumer goods Overall CINDEX 3 .98 .99 .9845 .00169 

Consumer services Overall CINDEX 2 .96 1.00 .9778 .03145 

Source: From the field data. 
 

4.1.3. Testing the regression model. 

Table 5 exhibits multiple regression analysis carried out using four different statistical 

tools, namely the multivariate, ordinary least squares (OLS), Fixed effect (FE) and random 

effects (RE) models. The purpose of this approach is because the data set represents time series 

and as well to provide robustness to the model test illustrated below. 

CINDEX = 𝛽
0

+ 𝛽
1

𝐿𝑜𝐺𝑠𝑖𝑧𝑒  + 𝛽
2

𝑝𝑟𝑜𝑓 + 𝛽
3

𝐿𝑜𝐺𝐴𝑢𝑑𝑖𝑡 + 𝛽
4

𝐿𝑜𝐺𝑀𝑢𝑙𝑡𝑖𝑁  + 𝛽
5

𝑙𝑒𝑣𝑒𝑟𝑎𝑔𝑒  

Refer to chapter 3 (the Methodology); CINDEX was scored as unweighted scores, in 

which Standardization became necessary to mitigate the effect of skewness. We employed 

“Natural log” as a controllable measure to transform the independent variables into natural log 

forms (Bonetti et al., 2016). We added binary numbers 1 or +2 to the dummy variables created 

for some reasons, where the scores had been reported as zero. Firm size was computed from 

the book value of firm total assets (LogSize), we computed the profitability (Profit) of each 

firm as a ratio of return on equity (ROE). Leverage was determined as a ratio of debt to equity 

(Leve). Similarly, Audit-type (Logaudit1, Logaudit2) and multi-national (multin1, 
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Logmultin2) were scored as dummy variables which measures firms’ choice to be audited by 

big-4 scored as 1 or otherwise 0, and the multi-national variables determined when a company 

is a multinational scored as 1 otherwise 0. Finally, consideration for the heterogeneity effect of 

the data was taken as further measure to reduce the variance by applying robust standard error 

type regression.  

4.1.4. Multivariate regression  

Table 5: The Summary of the Multiple Regression Analysis. 

 
STATA (SS) 

  

Model Model 1 Model 2 Model 3 Model 4 

CINDEX 
Multivariate 

P>|t| 

OLS 

P>|t| 

Fixed Effect 

P>|t| 

Random Effect 

P>|z| 

Logsize (Firm size) .421 .361 .974 .886 

LogProfit (profitability) .267 .091 .249 .359 

LogAudit1 (Big4==1) .000 .000 .904 .898 

LogAudit2 (others==0) .000 .000 - - 

LogMiltina1 (Parent==1) .967 .944 - .790 

LogMultina2 (Subsid ==0) - - - - 

LogLeve (Leverage) .014 .051 .303 .674 

R2 .9928 .9928 

within = .0630 

between = .1238 

Overall = .0730 

within = .0567 

Between =.0352 

Overall =.0232 

P-Value .0000 .000 .6379 .9486 

F 1358.899 5223.83 .640 1.16 

Notes: The result of the multiple regression computed using different statistical tools, dependent Variables 

CINDEX (constant), the purpose was to provide robustness to the model in predicting the compliance 

levels. In the multi regression model1 (the multivariate analysis) assumed compliance can be influenced 

by multiple factors, the result exhibits a strong correlation with R2 =. 9928; F-statistics = 1358.899; 

statistically significant P-Value = .000, while the individual coefficients audit by big4 and others and 

leverage are also significant; In the model two (Ordinary least Square OLS), since the dataset represent 

time series 2015 to 2017, pool analysis was run. Multina2 automatically omitted because of collinearity, 

the overall model is also significant and strongly correlated R2 =. 9928, P-Value <. 050. The limitation 

of the multivariate and OLS analysis assumes the dataset as homogeneous, non-time variance, that’s why 

the FE & RE models were employed to provide robustness to the results of the best fit of the regression 

model by declaring dataset as panel. The FE model (within regression), logaudits2, logmultina1 and 

logmultina2 omitted because of collinearity, no significance found in the test P-Value >. 05. Lastly, the 

Random-effects GLS regression, logaudit2 and logmultina2 omitted because of collinearity. No significant 

found in the test P-Value >. 05. 

Source: From the Field data  
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The analysis showed model1 (multivariate) and model 2 (OLS), is strongly correlated 

with R2=. 9928 and is statistically significant P-Value =. 000, and the individual coefficients 

Logaudit1, Logaudit2 and LogLeve indicates significant. However, the FE and RE models do 

not indicate a significant relationship with the model. Additionally, the function of the financial 

audit act as a mechanism for diagnosing internal and external risk of a firm, in this study, we 

found that regardless of the audit type (big 4 or other local firms), both positively influence the 

levels of compliance, however, it should be noted again in this study, being audited by big4 is 

high 45%-degree of influence compared to 34% audit levels with others. The results support 

the notion which suggests that, companies whose capital structure is debt financing obligation 

to disclose more information (Palmer, 2008). 

Our research objective (ii) was supported in part by the regression model, no association 

found between Firm size and level of compliance. Although, Ali Ahmed & Henry (2004) 

reported a positive correlation of firm size and the level of compliance in India and Bangladesh, 

however, (Glaum et al., 2003) reported a negative relationship in Germany, hence the result is 

consistent. Profitability does not have significant link to vary with the level of compliance, it’s 

consistent with previous compliance studies (Samaha & Khlif, 2016). Finally, Samara & Khlif 

(2016) found no evidence to support arguments that when a company is a multinational it will 

incline to display a high level of compliance because of the nature of its operations, investors 

are looking to invest their capital in more financially sound company because must satisfy more 

local and international regulatory. Note, while some results showed no evidence, it does not 

dispute prior literature that had reported positive association of firm size with level of 

compliance (Glaum & Street, 2003) 

Table 6 exhibits Spearman’s Rank Correlations Matrix, the interrelations within 

dependent and independent variables. The essentials of running this test to identify any 

occurrence of interrelationship within the variables that may cause statistical interference in 
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the data thereby making the data less reliable. One way to reduce the irregularity of such 

occurrence is by means of Spearman’s rank Correlation technique as illustrated in the table. 

We found the correlation coefficients do not have a strong positive relationship between the 

variables that may be considered as major interference to the data since they fall below 0.80 

(Neuendorf, K., 2016). The coefficient correlation matrix in the table has indicated only three 

of the highest correlation indices as 0.4505* (firm size and audited auditing by big 4), 0.3719* 

(profit and audits by others), - 0.3719* (profit and multinational). This therefore suggests that 

interrelationship within the independent variables in the regression model is low.  
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4.1.5. Spearman’s Rank Correlation Matrix  

Table 6 Spearman's Rank Correlation Matrix for independent variables 

N = 65 CINDEX Logsize Profit Leve LogAudit1 LogAudit2 LogMulti1 LogMulti2 

CINDEX 
1.000        

Logsize (Firm Size) 0.0911 1.000       

LogProfit (Profitability) 0.0813 -0.1968 1.000      

LogAudit1 (Big4==1) 0.1845 0.4505* 0.0736 1.000     

LogAudit2 (others==0) 0.1533 -0.1423 0.3719* 0.1548 1.000    

LogMiltina1 (Parent==1) -0.1533 0.1423 -0.3719* -0.1548 -1.000 1.000   

LogMultina2 (Subsid ==0) 0.2029 -0.2229 -0.1236 -0.1664 0.0171 -0.0171 1.000  

LogLeve (Leverage) -0.2029 0.2229 0.1236 0.1664 -0.0171 0.0171 -1000 1.000 

Source: From the Field data 
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4.2. Summary  

The topic of Compliance with International financial reporting standards helps 

regulators and shareholders with the ability to compare transaction across borders and enhances 

transparency. Three theories supporting this concept of firm disclosure for compliance were 

discussed in section 2.2. This study sought to address two primary questions exploring the 

extent and levels listed firms in Uganda and Rwanda complies with IFRS and the significant 

effect firm structure have on the levels of IFRS compliance, these questions include; (1) to 

what extent and levels do listed firms in Uganda and Rwanda comply with international 

financial reporting standards IFRS? (2) What significant effect does firm structure have on the 

level IFRS disclosure? 

To address the first question, the research obtained a sample of sixty-five (65) financial 

statements presented in the time series 2015 to 2017 and assessed the disclosure of the 

following standards; IAS 1, IAS 7, IAS 16, IAS18, IAS 19 and IAS 12 with the help of a 

checklist from which the compliance indices were constructed. Lastly, descriptive statistical 

tools were employed to explain the extent of the CINDEX. Similarly, multiple regression 

models were selected to deal with the second question where the firm attributes; firm size, 

profitability, leverage, audit type and multinational were computed using different statistical 

tools discussed in section 3.1.2 and 3.1.3 respectively. 

The overall mean compliance index determining the extent of IFRS compliance in 

Uganda was found indicate an average of 95% for the sample observed where the disclosures 

were 96% in 2017, 95% in 2016 and 2015 whereas in Rwanda, the average compliance was 

92% where the disclosures reported were 90% in 2017, 90% in 2016 and 96% in 2015. These 

findings support the main theoretical argument of the research that listed companies exhibit 

high compliance with IFRS because capital markets operate as an integrated network of the 
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various market participants, hence IFRS provides mechanisms and reduce asymmetry of 

information and cost. Without compliance with IFRS the smooth function of capital markets 

could be almost unbearable, hence high compliance by listed companies. This result also 

suggests, average listed companies in Uganda have a high compliance index compared to those 

listed in Rwanda. However, none of the listed firms are fully compliant with the standards 

based on the sample assessed.   

The regression model test revealed significant relationship exist between firm structure 

and IFRS disclosure. The multivariate and OLS models exhibited a very strong positive 

relationship statistically significant; meanwhile individual coefficients such as audit type and 

leverage also showed significance. This further suggests, the role of auditors is central in 

maintaining consistence of financial reporting aligned to the standards. Moreover, firms whose 

capital structure are debt financed are inclined to disclose more, we argued the context of the 

listed companies in the observation that, leverage indicates the mean of 1.291 and 3.334 in 

2017 for Uganda and Rwanda respectively. In other words, the listed firms had relied on debt 

financing structure which already set upon them a condition to comply and disclosure of 

detailed information to harmonize the relationship between firm and fund providers. These 

findings provide support for IFRS compliance as essential in the viewpoint of management, 

together with regulators, shareholders and other Stakeholders such as Investors and fund 

ventures (Philip, B., 2011). 

This research is important for enrichment of knowledge and literature on the study of 

IFRS in the two countries. Moreover, to provide baseline support for comparative information 

and future research as well, it could be used to explain fear associated with foreign direct 

investment FDI, thus to increase levels of trust. It should also be noted that, this study is 

important as it provides a baseline for future research opportunities to investigate the insight 

performance of these listed firms. On the other hand, it offers the regulatory agencies 
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reinforcement to engage listed companies in cooperation and programs that promote IFRS 

compliance to a high degree of compliance, thereby increase levels of confidence and reduce 

risk involved in the capital market. 

Although we may have overemphasized our achievement, it is important to note some 

limitation encountered during the research; this research focused solely on investigating the 

extent of compliance with the standards and examining firms’ features presented in the model. 

Such analysis does not provide in-depth of internal controllable measures subject to IFRS 

interpretation by each firm, as it was argued by Palmer (2008) that, companies might be 

tempted to disclose to satisfy regulators. This may contradict the principle of relevancy and 

reliability of information on financial statements of companies to outsiders, however, financial 

statements remained a channel of communication between a company and its clients, hence, it 

depends on the regulatory environment where the company operation is based, maximum 

monitoring and sensor allows them to act responsibly. We did not collect regulators’ and 

auditors’ comments applied to these findings, which, however, offers a new opportunity for 

future investigation. Another challenge was that the size of the market is small making it 

difficult to make absolute comparison with prior literatures whose studies investigated large 

samples more than 100 companies, yet we sample accumulated for three periods has been just 

N= 65, such characteristics of the sample is bounded for large statistical errors and limitation 

while applying statistical tools (Combs, 2010; Shahshahani, 1994). 

Future research should focus interest to address; foremost, the study on the effect of 

institutional enforcement policy. While also investigation should include the study of IFRS 

compliance in the viewpoint of internal control and management respect to the listed firms 

because it’s an essential part to ensure consistent compliance with IFRS by all listed companies.  
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4.3. Conclusion  

To conclude, the study has achieved its core objectives set forth affecting the extent 

listed company complies with IFRS in Uganda and Rwanda. Based on the sample, the study 

found none full compliance with IFRS, although listed companies indicated a high degree of 

disclosure, these findings satisfied our main theoretical argument pertaining to listed firms’ 

compliance with the standards for efficient and effective capital market operations. The result 

of the regression model supports objective II of the study. The choice of audit type and leverage 

were found to have a positive influence on the levels of IFRS compliance, whereas profitability, 

firm size and multi-national exhibited no significance in the models. As discussed, this study 

provides useful information to the regulatory agencies and shareholders or investors to 

maintain financial audit services as a key mechanism for promoting IFRS levels of compliance 

to the exceptional degree. On the other hand, the stakeholders, should utilize audit services as 

essential to reduce conflict of interest and risk of agency problem by means of financial 

disclosure, transparency and accountability. More also, the regulatory agencies should embark 

on cooperation and training programs specially to those that can highlight the gray areas of the 

standards with low disclosure to maintain consistent compliance throughout. The regulators 

may also need to consider building the capacity of SMEs as one way for creating awareness, 

towards a competitive capital market and better performance for creating potential 

opportunities of future listing because IFRS was adopted mandatory to be applied by publicly 

owned corporations, while SMEs were encouraged to apply. 
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APPENDIX A: Disclosure and Presentation Checklist 

5.0. Presentation of Financial Statement (IAS 1) 

Scoring: the responses are Yes = 1, No = 0. 

 of presentation for basis the prescribes which 1, IAS esaddress checklist the of section This

 financial s’entity the with both comparability ensure to statement financial purpose-general

 entities. other of statement financial the with and periods previous of ntsstateme 

Reference     requirement Presentation/disclosure 0 1  

   statement financial of set Complete       

   of; comprises entstatem financial of set complete A       

IAS 1:10 (a)  period; the of end the at as position financial of statement A       

IAS 1:10 (b)  period; the for income comprehensive of statement A       

IAS 1:10 (c)  period; the for equity in changes of statement A       

IAS 1:10 (d)   period; the for flows cash of statement A       

IAS 1:10 (e)   policies accounting significant of summary a comprising Notes,

 information explanatory other and 
      

   IFRSs with compliance and presentation Fair       

IAS 1:16   shall IFRSs with comply statements financial osewh entity nA

 in compliance such of statement unreserved and explicit an make

notes. the 

      

    concern Going       

IAS 1:25   a make shall management statements, financial preparing henW

  concern. going a as continue to lityabi s’entity an of assessment 
      

    accounting of basis Accrual       

IAS 1:27   cash for except statements, financial its prepare shall entity nA

 accounting. of basis accrual the using flow, 
   

IAS 1:29   items similar of class almateri each present shall entity nA

 statements. financial the in separately 
   

    information Comparative    
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IAS 1:38   shall entity an otherwise, require or permits IFRS when Except

 previous the of respect in information comparative disclose

 financial s’period current the in reported ntamou all for period

 statement. 

   

   statements financial the of Identification    

IAS 1:49   and statements financial the identify clearly shall entity nA

 published same the in information other from them distinguish

document. 

   

IAS 1:51  

 

 and prominently information following the displays entity nA

 be to presented information the for necessary is when it repeat

understandable. 

   

IAS 1:51(a)   identification, of means other or entity reporting the of name heT

 preceding the of end the from information that ni change any and

period. reporting 

   

IAS 1:51(b)   a or entity individual the of are statements financial the etherhW

entities; of group 
   

IAS 1:51(c)   by covered period the or period reporting the end the of date heT

notes; or statements financial of ets the 
   

IAS 1:51(d)   currency presentation The    

IAS 1:51(e)   financial the in amounts presenting in used rounding of level heT

 statements. 
   

   position financial of Statement    

   financial of statement het in presented be to Information

 position 
   

IAS 1:54   shall sheet position financial of statement the minimum, a sA

 amounts; following the present that items line include 

 shall sheet position financial of statement the minimum, a As

 amounts: following the esentpr that items line include 

   

IAS 1:54 (a)  equipment; and Plant Property,    

IAS 1:54(b)   property Investment    

IAS 1:54(c)   assets; Intangible    

IAS 1:54(e)    method; equity the using for accounted Investments    

IAS 1:54(g)   Inventories    

IAS 1:54(h)   receivables other and Trade    
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IAS 1:54(i)   equivalents; cash and Cash    

IAS 1:54(k)    payables; other and Trade    

IAS 1:54(L)   Provisions;    

IAS 1:54(n)   12 IAS the in defined as tax, current the for assets and Liabilities

 taxes; income 
   

IAS 1:54(0)   IAS in defined as asset, tax deferred and liabilities tax Deferred

  12; 
   

   of statement the in either following, the disclose shall entity nA

 the in or equity, in changes of statement the or position financial

notes; 

   

IAS 1:79(a)   capital; shared of class each For    

    authorized; shares of number The    

   not but issued and paid, fully and issued shares of number The

 paid; fully 
   

   value par no have shares the or share, per value Par    

IAS 1:79(b)   within reserve each of purpose and nature the of description A

equity; the 
   

  comprehensive of statement the in presented be to Information

 income 
   

IAS 1:82(a)   Revenues;    

IAS 1:82(b)  cost; Financial    

IAS 1:82(d)  expense; Tax    

IAS 1:82(f)   ost;l or Profit    

IAS 1:82(i)  income; comprehensive Total    

   equity in change of Statement    

   showing equity, in change of statement a present shall entity An

 statement; the in 
   

IAS 1:106(a)  period; the for income comprehensive Total    
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IAS 

1:106(b)  

 retrospective of effects the equity, of component each For

 in recognized restatements retrospective or application

and; 8 IAS with accordance 

   

IAS  

1:106(d)  

 the between reconciliation a equity, of component each For

 period. the of end the at dan beginning the at amount carrying 
   

   equity in change of statement the in presented be to Information

notes the or 
   

IAS 1:107   in changes of statement the in either present, shall entity An

 notes: the in or equity 
   

   owners to distributions as recognized dividends of number The

 and period, the during 
   

   share per dividends of number related The    

   policies accounting of Disclosure    

   accounting significant of summary the in disclose shall entity An

policies; 
   

IAS  

1:117(a)  

 financial the preparing in used bases) (or basis ntmeasureme The

and statement, 
   

IAS  

1:117(b)  

 an to relevant are that used policies accounting other The

statements; financial the of understanding 
   

  ;policies accounting applying of process the in made Judgements    

IAS 1:122   significant of summary the in disclose, shall entity An

 from (apart judgements the notes, other or policies accounting

 the in made has management that estimations) involving those

 the aveh that policies accounting s’entity the applying of process

 the in recognized amounts the on effect significant most

s.statement financial 

   

  uncertainty estimation of Sources    

IAS 1:125   it assumptions the about information disclose shall entity An

 stimatione of sources major other and future, the about makes

 a have that period, reporting the of end the at uncertainty

 the to adjustment material a in resulting of risk significant

 financial next the within liabilities and asset of mounta carrying

  year. 

   



- 5 - 

 

   include shall notes he liabilities, and assets such of respect In

 of; details 
   

IAS  

1:125(a)  

 and nature; Their    

IAS  

1:125(b)  

period. reporting the of end the at as amount carrying Their    

IAS 1:134   its of users enables that information disclose shall entity nA

 policies objectives, s’entity the evaluate to statements financial

 capital; managing for processes and 

   

   entity the above), (see 1 IAS of paragraph134 with comply To

following; the discloses 
   

IAS 1:135(a)  objectives, about information qualitative disclose shall entity An

including; capital managing for processes and policies 
   

 capital; as manages it what of description A i).    

  capital managing for objectives its meeting is it How ii).    

IAS 

1:135(b) 

capital; as manages it what about data quantitative Summary    

IAS 1:136(a)  as classified amount the about data qualitative Summary a).

equity; 
   

  disclosures Other    

  notes; the in disclose shall entity An    

IAS 1:137(a)   the before declared or proposed dividends of amount The

 recognized not but issue for zedauthori were statements financial

 per amount related the and period, the during distribution a as

and, share; the 

   

IAS  

1:137(b)  

 not dividends preference cumulative any of amount The

recognized. 
   

   elsewhere oseddiscl not if following, the disclose shall entity An

statements. financial the with published information in 
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IAS 1:138(a) 

 

 of country its entity, the of form legal and domicile The

 principal or office registered of address the and incorporation

 office. steredregi the from different if business, of place 

   

IAS 

1:138(b) 

 its and operations s’entity the of nature the of description A

activities; principal  
   

Source: Deloitte (2010) 
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6.0. IAS 7 Statement of cash flows. 

Reference    requirement presentation/disclosure 0  1    

 flows cash of statement a way the describes which 7, IAS checklist the of section This

  prepared. be should 

  flows cash of Classification       

IAS 7:10   the during flows cash report shall flow cash of statement The

activities. financing and investing operating, by classified period 
      

  activities operating flows cash Reporting       

IAS 7:18(a)   receipt cash gross of classes major whereby method, direct The

 or disclosed; are cash gross and 
      

IAS 7:18(b)   the for adjusted is loss or profit by where method, indirect The

 or deferrals any nature, cash-non a of transaction of effect

 expense or income of items and payments, or past of accrual

flows; cash financing or investing with associated 

      

   activities financing and investing from flows cash Reporting       

IAS 7:21   cash gross of classes major separately report shall entity An

 and investing from arising payments cash gross and receipt

activities; financing 

      

IAS 7:28   cash and cash the on changes rate exchange of effect The

 the in reported is currency foreign a in due or held equivalents

 cash and cash reconcile to order in flows cash of statement

 period. the of end the and beginning the at equivalents 

      

IAS 7:31   paid and received dividends and interest from arising flows Cash

separately. loseddisc be each shall 
      

IAS 7:35   separately be shall income on taxes from arising flows Cash

disclosed; 
      

IAS 7:35   as classified be shall income on taxes from arising flows Cash

 be can they unless activities operating from flows cash

 activities investing and financing with dentifiedi specifically 

      

  equivalents. cash and cash of Components       

IAS 7:45   cash and cash of components the disclose shall entity An

equivalents; 
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IAS 7:45   cash for ountam the of reconciliation a present shall entity An

 the with flows cash of statement its in equivalents cash and

 position. financial of statement the in reported items equivalent 

      

IAS 7:46   financial of presentation 1 IAS with comply to order The

 in adopts it that cypoli the discloses entity an statements,

 equivalents cash and cash of composition the determining 

   

Source: Deloitte (2010) 

7.0. IAS 16; Property, Plant and Equipment   

 IAS of requirements disclosure and presentation the addresses checklist the of section This

 The equipment. and plant property, for treatment accounting the besprescri which 16,

 assets, fo cognition the are; equipment and plant property, for accounting in issue principal

 and charges depreciation of recognition the and amount carrying of determination the

losses. timpairmen 

Reference   Presentation/disclosure requirement  0  1    

  General disclosure        

  The financial statements shall disclose, for each class of 

property, plant and equipment; 

      

IAS 16:73(a)  The measurement bases used for determining the gross carrying 

amount; 

      

IAS 16:73(b)  The depreciation method used;       

IAS 16:73(c)  The usefulness or the depreciation rate used;       

IAS 16:73(d)  The gross carrying amount and the accumulated depreciation 

(aggregated with accumulated impairment losses) at the 

beginning and end of the period. 

      

IAS 16:73(e)  A reconciliation of the carrying amount at the beginning and end 

of the period showing; 

      

  additions;        

  Acquisition through business combination;       

  Increase or decreases resulting from revaluations;       

  Impairment losses recognized in profit or loss in accordance 

with IAS 36; 
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  Impairment losses reversed in profit or loss in accordance 

with IAS 36 

      

 Depreciation     

 The financial statement shall also disclose;    

IAS 16:74(a)  The existence and amounts restriction on title, and property, 

plant and equipment pledge as security for liability  

   

IAS 16:74(b)  The amount of expenditures recognized in the carrying of an 

item of property, plant and capital equipment in the course 

of its construction; 

   

IAS 16:76  An entity discloses the nature and effect of any change in an 

accounting estimate relating to property, plant and 

equipment that has an effect in the current period or is 

expected to have an effect in subsequent periods, in 

accordance with IAS 8 accounting policies, changes in 

accounting estimates and error;   

   

 Assets carried at devalued amounts    

 If items of property, plant and equipment are stated at 

revalued amounts, the flowing shall be disclosed;  

   

IAS  

16:77  

The effective date of the evaluation;    

IAS  

16:77(b)  

Whether an independent valuer was involved;     

IAS  

16:77(c)  

The methods and significant assumption applied in 

estimating the item’s fair value; 

   

IAS  

16:77(d)  

The extent to which the items’ fair values were determined 

directly by reference to observable prices in an active 

market or recent market transaction on arm’s length terms or 

were estimated using other valuation techniques;  

   

IAS  

16:77(e)  

For each revalued class of property, plant and equipment, 

the carrying amount that would have been recognized had 

the assets been carried under the cost model; and  

   

IAS  

16:77(f)  

The evaluation surplus, indicating the change for the period 

and any restrictions on the distribution of the balance to 

shareholders.  

   

IAS 16:42  The effect of tax on income, if any, resulting from the 

evaluation of property, plant and equipment are recognized; 

and  
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 Disclosed in accordance with IAS 12 income taxes.     

  Presentation of gains and losses arising on derecognition     

IAS 16:68  The gain or loss arising from the derecognition of an item of 

property, plant and equipment shall be included in profit or 

loss when the item is derecognized.  

   

IAS 16:68  Gains arising from the derecognition of an item of property, 

plant and equipment shall not be classified as revenue.  

   

IAS 16:68(a)  The proceeds from the sale of items of property, plant and 

equipment that an entity has held for rental to others and 

that it routinely sells in the course of its ordinary activities 

shall be recognized as revenue in accordance with IAS 18 

revenue  

   

Source: Deloitte (2010) 
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8.0. IAS 18; Revenue  

 disclosure and presentation the addresses checklist the of section This

  18. IAS of requirements 
 

Reference Presentation /disclosure requirement  0  1   

  An entity shall disclose;         

IAS  

18:35(a)  

The accounting policies adopted for recognition of revenue, 

including the method adopted to determine the stage of 

completion of transaction involving the rendering of services;  

      

IAS 18:35(b)  The amount of each significant category of revenue recognized 

during the period, including revenue arising from;  
      

  The sale of good;       

  The rendering of services;        

  Interest;        

 Royalties;        

  Dividends; and        

   

IAS 19  Employee benefits 

 19, IAS of requirement disclosure and presentation the addresses checklist the of section This

 benefits. employee for accounting the prescribes which 

Reference     requirements disclosure and entationPres 0  1   

    benefits employee term- Short       

IAS 19:23   term-short about disclosure specific require not does 19 IAS 

 Disclosure party related 24 IAS but benefits, employee

 employee about ninformatio disclose to entity an requires

 1 IAS and personnel management key for benefits

 entity an that requires ntstateme financial of presentation

   expense. benefits employee its disclose shall 
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   plans contribution defined benefits employment-Post       

IAS 19:46   expense an as recognized amount the disclose shall entity nA

plans; contribution defined for 
      

   plans benefits defined -benefits employment -Post       

   Disclosure       

   about information following the disclose shall entity An

lans;p benefit defined 
      

IAS 

19:120A(a)  

 actuarial recognizing for policy accounting s’entity The

 losses; and gains 
      

IAS 

19:120A(c)  

 the of balances closing and opening of reconciliation The

 obligation; benefit defined the of value present 
      

IAS 

19:120A(d)  

 amounts into obligation benefit defined the of analysis An

 funded; partly or wholly are that plans from arising 
      

IAS 

19:120A(d)  

 the of balances closing and opening the of reconciliation A

 esancbal closing and opening the and assets plan of value fair

 in asset an as recognized right reimbursement any of

 19. IAS of 104A paragraph with accordance 

      

IAS 

19:120(f)  

 benefit defined the of value present the of reconciliation A

 plan the of value fair the and 120A(c) paragraph in obligation

 liabilities and assets the to 120A(e) paragraph in asset

position; financial the of statement the in recognized 

      

IAS 

19:120A(g)  

 f)  each for loss or profit in recognized expense total the

 are they which in item(s) line the and following, the of

  included; 

      

   i)  cost; services current       

   cost; interest ii)       

   assets; plan on return expected iii)       

   losses; and gained actuarial iv)       
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  cost; service past v)       

  and settlement; or curtailment any of effect the vi)       

IAS 

19:120A(h)  

 income comprehensive other in recognized amount total the

 losses; and gains actuarial for 
      

IAS 

19:120A(i)  

 the determine to used basis the of description narrative a

 effect the including asset, on return of rate expected overall

 assets; plan of categories major het of 

      

IAS 

19:120A(m)  

 i)  assets plan the on return actual the       

IAS 

19:120A(n)  

 the of end the at as used assumptions actuarial principal the j)

 period reporting 
      

IAS 

19:120A(p)  

 four previous and period annual rentcur the for amount the k)

 benefit defined the of value present the of periods annual

 or surplus the and assets lanp the of value fair the obligation,

plan; the in deficit 

      

IAS 

19:120A(q)  

 reasonably can it as soon as estimate, best s’employer the q)

 the to paid be to expected contributions of determined, be

 reporting the after beginning period annual the during plan

  period; 

      

IAS 19:125   tioninforma disclose entity an 37, IAS by required Where

 employment-post mfro arising liabilities contingent about

 obligations; benefit 

   

 benefits. Termination    

IAS 19:142   and nature the disclosed entity an 1, IAS by required As

 it if benefits termination from arising expenses an of amount

material; is 
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IAS 12; Income Taxes  

 IAS of requirements disclosure and presentation the addresses checklist the of nsectio This

 taxes; income for treatment accounting the prescribes which 12, 

Reference requirement /disclosure Presentation 0  1    

   expense Tax       

IAS 12:77   from loss or profit to related ome)(inc expense tax The

of; statement the in presented be shall activities ordinary 
      

 income; Comprehensive    

   Disclosure    

IAS 12:79   be shall (income) expense tax of components major The

 disclosed; separately 
   

  separately; disclosed be also shall following The    

IAS  

12:81(a)  

 that items to relating tax deferred and current aggregate The

 equity; to directly credited or charged are 
   

IAS  

12:81(b)  

 of component each to relating tax income the of amount The

 income ivecomprehens other 
   

IAS 

12:81(c)  

 expense tax between relationship the of explanation An

 the of both or either in profit accounting and (income)

 forms; following 

   

   i)  expense tax between reconciliation numerical a

 by multiplied rofitp accounting of product the and (income)

 which on basis that also disclosing (s), rate tax applicable the

 or computed; are or is (s) rate tax the 

   

   effective average the between reconciliation numerical a ii)

 basis the also disclosing rate, tax applicable the and rate tax

computed; is rate tax applicable the which on 

   

IAS  

12:81(d)  

 (s) rate tax applicable the in change of explanation an  d)

period; accounting previous the to compared 
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IAS 12:81(f)   with associated differences temporary of amount aggregate e)

 and associates, and branches subsidiaries, in mentsinvest

 liabilities tax deferred which for venture, joint in interests

12. IAS the of 39 paragraph (see recognized been not have 

   

IAS 

12:81(g)  

 in and differences, temporary of type each to ectresp in g)

 tax unused and losses tax unused of type each of ctrespe

 credits; 

   

   i)  liabilities and assets tax deferred the of amount the

 each for position financial the of statement the in recognized

 and nted;prese period 

   

   expense or omeinc tax deferred the of amount the ii)

 position financial of statement the in recognized 
   

IAS 12:81(i)   to dividends of consequences tax income of amount the h)

 declared or proposed were that entity the of shareholders

 but ,issue for authorized were statements financial the before

 statements; financial the in liability as recognized not are 

   

IAS 12:88   liabilities contingent related-tax any discloses entity nA

 contingent provisions, 37 IAS with accordance in assents

liabilities; contingent and assets 

   

IAS 12:88   or enacted are laws tax or rates tax in hangesc Where

 any discloses entity an period, reporting the after announced

 tax deferred and current on changes those of effect significant

 principles general the with accordance in liabilities, and assets

Period. Reporting the eraft Events 10 IAS 

   

Source: Deloitte (2010) 
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Appendix B: Procedures for evaluating the Financial Statements 

9.0. Exhibit 1: Statement of Comprehensive Income. .. 

 

 

Statement of comprehensive 

income for period (IAS1:10b) 

Statement of comprehensive 

income for period (IAS1:10b) 

Disclosure of comparative information 

in the current period’s financial 

statements (IAS1:38) 
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Source: Umeme Annual Report 2017 

 

10.0. Exhibit 2: Statement of Financial Position. 

  

Source: Umeme Annual Report 2017 

 

 

Statement of financial position 

as at the end of the period 

(IAS1:10a) 
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11.0. Exhibit 3: Statement of Change in Equity. 

 

 

Source: Umeme Annual Report 2017 

 

 

 

 

 

 

Statement of change in equity 

for period (IAS1:10c) 
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12.0. Exhibit 4: Statement of Cash Flows. 

 

 

Source: Umeme Annual Report 2017 

 

 

 

 

 

 

Statement of cash flows for 

period (IAS1:10d) 

Classification cash flows 

(IAS7:10, IAS7:18a, 

IAS7:18b…………..) 
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13.0. Exhibit 5: Sample of the Notes to the Financial Statements  

 
Source: (Umeme Annual Report, 2017) 

 

Fair presentation and 

compliance with IFRS 

(IAS1:16, IAS1:25, 

……………….  

Statement of disclosing 

“going concern”  

……………….  
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APPENDIX C: Raw Data 

Refer to the next page. 
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