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Czy po ponad 10 latach od wprowadzenia obowigzkowego stosowania MSSF dla czesci spotek dostrzegaja oni
jakie$ korzysci w zwigzku ze sporzadzaniem sprawozdan finansowych wedtug MSSF, a nie ustawy o rachun-
kowosci? Czy stosowanie MSSF do sporzadzania sprawozdan finansowych zwigkszyto zakres uzytecz-
nych informacji dla inwestorow? Czy zmienita si¢ jako$¢ informacji prezentowanych w sprawozdaniu fi-
nansowym? Wreszcie, czy nalezy rozszerzy¢ obowiagzek stosowania MSSF w Polsce? Odpowiedzi na po-
stawione pytania uzyskano przeprowadzajac badanie ankietowe. W opinii inwestorow przejscie spotek na
MSSF zwigkszylo porownywalno$¢ i uzytecznos¢ sprawozdan finansowych, a takze zwigkszylo ochrong
ich interesow, ale nie wplynelo na decyzje inwestycyjne oraz mozliwos¢ przewidywania wynikow finansowych.
Przejscie na MSSF — w odczuciu ankietowanych — nie zmniejszyto asymetrii informacyjnej pomigdzy we-
wnetrznymi i zewnetrznymi uzytkownikami informacji pochodzacych z rachunkowosci. Nie oceniono jed-
noznacznie wptywu zmiany standardow rachunkowosci na ptynnos¢ rynku kapitatlowego.

Stowa Kkluczowe: MSSF, korzysci, koszty, inwestorzy, badanie ankietowe.

Introduction

With effect from 2005, EU Regulation 1606/2002 made compliance with International
Financial Reporting Standards (IFRS) mandatory for the consolidated accounts of pub-
licly traded companies. This Regulation had as its objective the adoption and use of in-
ternational accounting standards in the EU in order to ensure a high degree of transpar-
ency and comparability of financial statements and hence an efficient functioning of the
capital market.

From the time the above regulations came into force, theoretical discussions and em-
pirical studies into the consequences (costs and benefits) of financial statement prepa-
ration according to the IFRS have been undertaken. The problem of the impact of the
IFRS on the quality, usefulness and comparability of financial statements was tackled
by Daske, Gebhardt (2006), Ahmed et al. (2013), Chen et al. (2010), Barth et al. (2008),
Houge et al. (2012), Devalle et al. (2010), Aharony et al. (2010), Andre et al. (2012),
Cascino, Gassen (2014), and Glaum et al. (2013). The impact of IFRS on the quality
and accuracy of analytical forecasts was examined by Beuselinck et al. (2010), Byard
et al. (2011), Ernstberger et al. (2008), and Horton et al. (2013). Capital market reac-
tions to the adoption of IFRS were observed by Armstrong et al. (2010), Daske et al.
(2008), Christensen et al. (2013), and Lee et al. (2008).

The approaches to IFRS and the consequences of their application for financial re-
porting requirements on the part of interested parties — preparers of financial statements,
investors, capital market supervisors, and auditors — was also the subject of research
(EU Implementation of IFRS and the Fair Value Directive, 2007; IFRS: The European
Investors’ View, 2006).

Different aspects of the IFRS implementation process in Poland was analysed by
Jaruga, Fijatkowska, Jaruga-Baranowska, Frendzel (2007), Borowski, Kariozen (2007),
Grabinski, Kedzior (2007), Dobija, Klimczak (2010), Adamik-Citak (2011), Klimczak
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(2011), Waniak-Michalak, Czajor, Michalak (2012), Kabalski (2012), Tobér-Osadnik,
Wyganowska, Kabalski (2013), and Szychta, Kabalski (2016)*.
The above studies mainly concentrated on the following areas:

- the impact of IFRS implementation on the financial reporting of companies in Po-
land? (Jaruga, Fijalkowska, Jaruga-Baranowska, Frendzel, 2007; Borowski, Kari-
ozen, 2007; Waniak-Michalak, Czajor, Michalak, 2012);

- the impact of transitioning to IFRS on the financial standing of companies in Po-
land® (Adamik-Citak, 2011; Grabinski, Kedzior, 2007),

— market reaction to the application of IFRS in Poland (Dobija, Klimczak, 2010;
Klimczak, 2011),

— problems arising from the use of IFRS by companies in Poland, including the or-
ganizational, social and cultural dimensions (Kabalski, 2012; Tobor-Osadnik,
Wyganowska, Kabalski, 2013; Szychta, Kabalski, 2016).

Not much attention has been given to the perception of the transition to IFRS in
Poland by users of accounting information and other interested parties, to their opinions
on the implications, benefits and costs related to the change of reporting standards in
Poland.

To the best of our knowledge, this paper is one of the first to address this issue.

The objective of the study, the results of which are presented in this article, was to
establish how investors perceive IFRS application by firms in Poland*. Do they see any
advantages in preparing financial statements under IFRS and not under the Accounting
Act more than 10 years after passing from the introduction of the mandatory application
of IFRS for certain companies? Has the application of IFRS to the preparation of finan-
cial statements increased the scope of useful financial information for investors? Has
the quality of the information presented in financial statements changed in any way?
Finally, should the mandate to use IFRS in Poland be extended? A survey was used to
obtain answers to the above questions.

1 Review of the literature and the results of major empirical research in the area of IFRS implementation
in Poland was conducted by Grabinski, Kedzior, Krasodomska (2014). Major research approaches to the
problem of IAS/IFRS implementation in Poland were analysed by Haslam, Lada, Kozarkiewicz (2014).

2 These studies mainly included a comparative analysis of reporting practices before and after IFRS.

3 These studies included the analysis of the impact of the use of IFRS for the preparation of financial
statements on financial ratios of companies.

4 This study is a part of a broader investigation: Benefits and costs of implementation of International
Financial Reporting Standards in Polish practice conducted in 2016 by Edyta Lazarowicz (Head of Re-
search), Magdalena Giedroy¢, Anna Karmanska, Katarzyna Klimczak, Matgorzata Mierzejewska, Anna
Wachowicz. The results of the investigation are presented in four articles — E. Lazarowicz (2017), Benefits
and costs of IFRS implementation in Poland; E. Lazarowicz, M. Mierzejewska (2017), Benefits and costs
of IFRS implementation in Poland — the view of preparers and consultants; A. Karmanska (2017), Benefits
and costs of IFRS implementation in the opinion of Polish certified auditors; K. Klimczak, A. Wachowicz
(2017), Benefits and costs of IFRS implementation in Poland — the investors’ perspective. The part of the
study presented in this article was designed and executed by K. Klimczak and A. Wachowicz.
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1. The survey and survey results

To carry out the study, several dozen people were approached who, in the opinion of
the authors, could be surveyed as potential representatives of a broadly understood set
of investors and were requested to take part in an interview. Several interviews were
subsequently conducted (in the form of direct talks or by correspondence) with those
that agreed to take part in the study. They included an asset portfolio manager in an
investment fund company, investment advisors, individual investors, financial and ac-
counting team staff, and an advisor working on matters of IFRS conversion and report-
ing of listed companies.

The next step was to design the survey. The conclusions drawn from conducted
literature studies and an analysis of the written comments and talks formed the basis
for the design of detailed survey questions. The survey was posted on a website dedi-
cated to conducting surveys. The authors selected the group of prospective survey re-
cipients (125 people). These included institutional and individual investors, stock ana-
lysts, and capital market observers. Each respondent was sent a customised letter by
email, inviting them to take part in the survey, which contained a brief introduction to
the study topic and the link to the website with the survey. The respondents were in-
formed that the survey is anonymous. Correspondence was sent twice, at set intervals.

The survey included 18 questions and was conducted in the Polish language. A total
of 22 completed surveys were returned to the authors.

The first two questions were designed to provide an insight into the profile of the
people surveyed. The respondents were asked to specify which group of financial state-
ment recipients they belong to and what kind of financial statements they deal with.
The content of the questions and possible answers are presented in Table 1.

Table 1. Survey (question content & possible responses) — Part 1

Qu;sot.lon Question content Possible responses
1 Which group of recipients of fi- |e Individual investor
nancial statements do you repre- |« Institutional investor
sent? e Market analyst
o Preparing financial reports
o Expert Auditor
e Other (please specify)
2 Are you a recipient of financial (You can select more than one answer)
statements? e Prepared under IFRS
o Prepared under the Accounting Act
o Prepared under other regulations

Source: authors’ own elaboration.
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Respondents declared themselves to be:
— Individual investor (7 people),
— Institutional investor (5 people),
— Market analyst (6 people),
— Corporate finance advisor (1 person),
— Authorised advisor for NewConnect (1 person),
— Individual investor and market analyst (1 person),
— Market analyst and authorised advisor for NewConnect (1 person).

The respondents included recipients both of financial statements prepared under
IFRS and under the Accounting Act (10 people), as well as recipients of financial state-
ments drawn up exclusively under IFRS (8 people). 3 people declared themselves to be
recipients not only of financial statements prepared under IFRS and the Accounting Act
but also under other regulations.

Subsequent questions (3, 4) attempted to identify how the respondents view the
problem of firms moving from national standards to IFRS-based financial reporting
(whether it is an important change for them or if it is completely irrelevant) and how,
in their opinion, firms in Poland have tackled the problem.

Questions 5-9 in the survey concerned the impact of IFRS on the scope and quality
characteristics of financial reporting information. The respondents were asked whether
switching to IFRS has broadened the scope of disclosures of financial information in
reporting (and, if so, in relation to which financial statement elements), and whether
the transition to IFRS has enhanced the transparency, usefulness, and comparability of
information in financial statements.

Survey questions 10-15 were dedicated to the impact of the transition to IFRS on
capital market functioning, investor protection, and the decisions made by them.

The respondents were then asked if they see the need to extend mandatory IFRS
adoption in Poland to other financial statements.

The last question provided room for respondents to add any additional comments.

The content of questions 3—18, possible responses, and actual responses received
have been summarised in Table 2.

Table 2. Survey (question content and possible responses
as well as the number of responses provided) — Part 2

No. of responses
provided [For
Question . Possible questions 3—16]/
No. Question content responses No. of responses
provided [For

questions 17-18]

3 Do you think that the transi- | Very important 8
tion to IFRS is an important | Quite important 6
change in financial reporting? | Not very important 4
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cont. tab. 2

Question
No.

Question content

Possible
responses

No. of responses
provided [For
questions 3-16]/
No. of responses
provided [For
questions 17-18]

Not at all important
Difficult to deduce

0

N

How successful do you
think that companies in Po-
land were in achieving the
transition to IFRS?

Very successful
Quite successful
Not very successful
Complete failure
Difficult to deduce

—_

Has the changeover to IFRS
broadened the scope of dis-
closures of information in
financial statements?

Very much

Quite a lot

Not very much
Not at all

Difficult to deduce

—_

If so, in relation to which el-
ement of the financial state-
ments does it apply the
most?

Balance sheet
Profit and loss account
Cash flow statement

Statement of changes in equity

Notes to financial statement

—_

In your opinion, has the
transition to IFRS enhanced
the transparency of infor-
mation in financial state-
ments?

Very much

Quite a lot

Not very much
Not at all

Difficult to deduce

—_

In your opinion, has switch-
ing to IFRS increased the
usefulness of information in
financial statements?

Very much

Quite a lot

Not very much
Not at all

Difficult to deduce

—_

In your opinion, has switch-
ing to IFRS increased the
comparability of information
in financial statements?

Very much

Quite a lot

Not very much
Not at all

Difficult to deduce

—_

10

In your opinion, has the
transition to IFRS increased
the protection of investor in-
terests?

Very much

Quite a lot

Not very much
Not at all

Difficult to deduce

—
N ANODODNN | PO OPR DDA PRON|DODNONNDNOOD|INOONNDER, DR OODODO|0OD O
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cont. tab. 2

Question
No.

Question content

Possible
responses

No. of responses
provided [For
questions 3-16]/
No. of responses
provided [For
questions 17-18]

11

In your opinion, has the
switch to IFRS increased
Polish capital market liquid-

ity?

Very much

Quite a lot

Not very much
Not at all

Difficult to deduce

12

In your opinion, has the
changeover to IFRS reduced
the information asymmetry
between the management
and the users of financial
statements?

Very much

Quite a lot

Not very much
Not at all

Difficult to deduce

13

How has switching to IFRS
changed the way you per-
ceive the companies’ value?

Fundamentally Moderately
Slightly

Not at all

Difficult to deduce

14

Has the transition to IFRS
affected your investment de-
cisions with respect to any
company?

Very much
Moderately
Slightly

Not at all

Difficult to deduce

15

In your opinion, does the
adoption of IFRS increase
the chances of predicting fu-
ture earnings of companies?

Yes, definitely
Rather yes
Rather not
Definitely not
Difficult to say

16

Do you think that the man-
datory adoption of IFRS in
Poland should be extended
to other financial statements
apart from consolidated fi-
nancial statements of pub-
licly traded companies?

Yes, definitely
Rather yes
Rather not
Definitely not
Difficult to say

0O PR ONIAAPRAND|INDNOROINDNO OO

17

If so, to what kind?

18

Any other comments

Source: authors’ own elaboration.
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2. Study conclusions

The majority of the surveyed investors (64%) considered the transition to [IFRS-based
financial reporting an important change and that firms in Poland have succeeded in
addressing this issue.

The subject of interest of the whole study was the advantages and costs of preparing
financial statements under IFRS by Polish firms from the perspective of various recip-
ients of information sourced from accounting. At the beginning of the study dedicated
to the investor perspective, both the potential advantages as well as the costs linked to
the changeover to IFRS were incorporated into the questions addressed to potential
respondents. We formulated the following questions in relation to the costs: what in-
vestor costs do you see in connection with the preparation of financial statements under
IFRS and not under the Accounting Act? In your opinion, what is the benefit-to-cost
ratio: do the benefits outweigh the costs or vice versa? It emerged from these replies
that investors definitely associate a change in the financial reporting standards purely
with potential benefits and not with costs. The following responses were most com-
monly given to the cost-related question:

— Costs in connection with the adoption of IFRS are only attributable to the firms that
are obliged to prepare their financial statements under IFRS.

— It’s difficult to speak about any specific costs on the part of investors associated with
the adoption of IFRS — had the changing of standards and their impact on a given
company’s results been duly set out from the very beginning, it would not have
caused any great problems for investors.

— In the case of a transition to IFRS, the costs related to learning about and under-
standing the new standards were not extensive since these standards are widely
used.

In the context of such an approach of the respondents, the investor-targeting survey
study focused on the benefits to be had from the changeover to IFRS-based financial
reporting.

Some of the survey questions were devoted to the impact of a change in the financial
reporting standards on the scope of reporting information and their quality characteris-
tics.

Respondent opinions on the effect of changes to financial reporting standards on the
scope of information contained in financial statements were divided. None of the re-
spondents stated that the scope of information has increased substantially. Similarly,
there were no assertions on the part of the respondents that the scope of information
has not changed at all. The transition to IFRS for 45% of respondents has increased the
scope of disclosures quite a lot, whereas 36% of respondents claimed that it failed to
increase the disclosure scope very much (Fig. 1).
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Figure 1. Impact of IFRS on disclosure scope

Has the changeover to IFRS broadened the scope of disclosures of
information in financial statements?

Difficult to Very much
deduce 0%
18%
Not at all
0%
Quite a lot
46%

Not very much
36%

Source: authors’ own elaboration.

The majority of the respondents (55%) felt that notes to financial statements were
the element of financial statements in relation to which the disclosure scope has in-
creased the most due to the change in financial reporting standards.

Most respondents considered that the [FRS changeover enhanced the transparency
and usefulness of information in financial statements (Fig. 2, 3).

Figure 2. Impact of IFRS on transparency of information

Has the transition to IFRS enhanced the transparency of
information in financial statements?

Very much
0%
Difficult to
deduce Y
36%

Quite a lot

Not at all 5504

0%

Not very much
9%

Source: authors’ own elaboration.
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Figure 3. Impact of I[FRS on usefulness of information

Has switching to IFRS increased the usefulness of information
in financial statements?

Difficult to Verséomuch
deduce %
27%
Not at all
0%
Quite a lot
46%

Not very much
18%

Source: authors’ own elaboration.

In terms of assessing the impact of the change in financial reporting standards on
the transparency and usefulness of reporting information, a large proportion of the sub-
jects included in the survey failed to clearly define their position (selecting the “difficult
to deduce” option) or they chose a negative response to the question; a more unequiv-
ocal response was obtained in response to the question concerning the impact of the
change in financial reporting standards on the comparability of financial statements.
82% of the persons surveyed submitted that the switch to IFRS has quite or very much
increased the comparability of information included in financial statements (Fig. 4).

Figure 4. Impact of IFRS on comparability of information

Has switching to IFRS increased the comparability of
information in financial statements?

Difficult to

deduce Ve?ISLZUCh
18%
Not at all
0%

Not very much
0%

Quite a lot
64%

Source: authors’ own elaboration.
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Some of the questions in the survey concentrated on the impact of the change in fi-
nancial reporting standards on the capital market situation, especially on investor pro-
tection, liquidity on the capital market, and information asymmetry between internal
and external users of accounting data.

In the opinion of the majority of the respondents (64%), the switch to IFRS has
resulted in greater investor protection (Fig. 5).

Figure 5. Impact of [FRS on investor protection

Has the transition to IFRS increased the protection of investor

interests?
Difficult to
deduce Very much

Not at all
27%

Quite a lot
55%

Not very much
0%

Source: authors’ own elaboration.

Most of the people surveyed failed to unequivocally assess the impact of the transi-
tion to IFRS on the liquidity of the Polish capital market (55% of the respondents an-
swered that it is “difficult to deduce”). The remaining respondents stated that the change
has not very much or not at all increased the liquidity of the Polish capital market (Fig. 6).

Most of the respondents (64%) believe that the switch to IFRS has not reduced the
information asymmetry between the internal and external users of financial statements
(Fig. 7).

Most respondents (54%) failed to see the influence of changes in financial reporting
standards on how the value of companies is perceived (Fig. 8).

According to the people surveyed, the changeover to IFRS had no material impact
on the investment decisions made — 73% of the respondents acknowledged that the
switch had no impact at all or a slight impact on the decisions made (Fig. 9).

Much more diverse responses were obtained to the question concerning the greater
possibility of financial performance forecasts being made by companies which apply
IFRS. The switch to IFRS has rather or definitely enhanced the possibility of making
financial performance forecasts for 37% of the respondents. For 45% of the respond-
ents, the changeover rather or definitely has not affected the possibility of predicting
future earnings (Fig. 10).
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46% of the respondents believe that the mandatory adoption of IFRS in Poland
should be extended to other financial statements. 36% failed to specify their stance on
the analysed question (Fig. 11).

Figure 6. The impact of IFRS on liquidity of capital market
Has the switch to IFRS increased Polish capital market liquidity?

Quite a lot
0%

Very much
0%

Not very much

18%
Difficult to
deduce Not at all
55% 27%

Source: authors’ own elaboration.

Figure 7. Impact of IFRS on information asymmetry

Has the changeover to IFRS reduced the information asymmetries
between the senior management and the users of financial
statements?

Difficult to
deduce
18%

Very much
18%

Quite a lot
0%

Not at all
18%

Not very much
46%

Source: authors’ own elaboration.
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Figure 8. Impact of IFRS on the companies’ value

How the transition to IFRS changed the way the equity value of
companies is perceived?

Fundamentally
0%

Difficultto
deduce .
9% /
Moderately
37%

Not at all
27%

Slightly
27%

Source: authors’ own elaboration.

Figure 9. Impact of IFRS on investment decisions

Has the transition to IFRS affected your investment decisions with
respect to companies?

deduce / Moderately

9% /. 18%
Not at all
36%
Slightly
37%

Source: authors’ own elaboration.
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Figure 10. Impact of IFRS on the possibility of predicting future earnings

Does the adoption of IFRS increase the chances of predicting
future earnings of companies?

Yes, definitely
9%

Difficult to say4'
18%

V4

Rather yes
28%

Definitely not
27%

Rather not
18%

Source: authors’ own elaboration.

Figure 11. Relevance of extending the mandate to adopt IFRS

Should the mandate to use IFRS in Poland be extended?

Yes, definitely
9%

Difficult to say
36%

Rather yes
3%

Definitely not
0%

Rather not
18%

Source: authors’ own elaboration.
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Asked to which reports/firms the mandate to adopt IFRS should be extended in Po-
land, the following replies were obtained®:
— All publicly traded companies,
— Statements of public companies with securities admitted to trading on a regulated
market,
— State-owned companies,
— Private State-owned company.

Conclusion

Prior studies on the consequences of the adoption of IFRS by companies around the
world have found several benefits and costs related to the change in the financial re-
porting standards. They also mentioned the consequences of such a switch in financial
reporting standards from an investor perspective:

— as recipients of financial reporting information,

— as capital market participants,

— as those making investment decisions.

As documented by prior studies, the transition to IFRS may bring benefits to inves-
tors as recipients of financial reporting information in the form of raising the quality of
information used in decision making (by increasing the scope of reporting disclosures
as well as the transparency, usefulness, and comparability of financial statements). The
adoption of IFRS may have a beneficial impact on the functioning of the capital mar-
ket and thus on the situation of investors and the decisions made by them (by increas-
ing the protection of investor interests, improving capital market liquidity, reducing
information asymmetry, and developing the chances of predicting future earnings of
firms).

The most often listed benefits associated with IFRS implementation around the
world include better quality of information, enhanced comparability, and transpar-
ency. Other benefits include lower cost of capital, increased liquidity of financial
markets, increase in cross-border investments, and enhanced access to capital (Laza-
rowicz, 2017).

Our study confirmed that, from an investor perspective, the transition to IFRS has
ensured greater comparability and usefulness of financial statements (Table 3).

The conducted study confirmed that in the opinion of investors the protection of their
interests has been enhanced; however, it failed to confirm the impact of the transition
to IFRS on the liquidity of the capital market and the information asymmetry between
the management and the external users of accounting information (Table 4).

5 Only 4 people among those who asserted the necessity to extend the mandate specified in relation
to which reports/firms this obligation should be imposed.
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Table 3. The consequences of IFRS adoption — its impact on scope of disclosure,
transparency, usefulness, and comparability of information

Number of confirming responses*
Consequences of IFRS adoption (share of confirming responses
in total responses)
Increqsing the.scope of information disclo- 10 (45%)
sures in financial statements
Increasing the transparency of information
: s parency 10 (45%)
in financial statements
Increa.sing the usefulness of information in 12 (55%)
financial statements
¥ncreasin.g the comparability of information 18 (82%)
in financial statements

* A confirming response for this group of questions meant the following response choice by respondents:
the transition to IFRS has enhanced the range of disclosures/transparency/usefulness/comparability “very
much” or “quite a lot”.

Source: authors’ own elaboration.

Table 4. The consequences of the switch to IFRS — its impact on the protection
of investor interests, capital market liquidity, and information asymmetry

No. of confirming responses”

Consequences of IFRS adoption (share of confirming responses
in total responses)
Increasing investor interest protection 14 (64%)
Improving Polish capital market liquidity 0 (0%)

Reducing information asymmetry between the man-

0
agement and the users of financial statements 4 (18%)

* Confirming responses for this group of questions signifies a respondent’s choice of response stating that
the transition to IFRS has enhanced investor interests/capital market liquidity “very much” or “quite
a lot”, and reduced information asymmetry “very much” or “quite a lot”.

Source: authors’ own elaboration.

The conducted study failed to support the impact of the financial reporting stand-
ard switch on the way that investors perceive the value of firms or on the chances of
predicting future earnings of firms. The study results also indicate that the transition
to IFRS has not affected the investment decisions of investors in relation to firms
(Table 5).
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Table 5. Consequences of the switch to IFRS — impact on the perception
of the companies’ value, investment decisions,
and the possibility of making profit forecasts

Number of confirming responses” (share

Consequences of IFRS adoption ) .
of confirming responses in total responses)

Impact on the perception of companies’ value 8 (36%)
Impact on investment decisions 4 (18%)

Impact of IFRS on the chances of predicting
future company earnings

8 (36%)

* A confirming response for this group of questions signifies the following respondent response choice —
the changeover to IFRS has “fundamentally changed” or “moderately changed” the way the value of
companies is perceived, has “very much” or “moderately” affected investment decisions, and “definitely”
or “rather” increased the chances of predicting future earnings of companies.

Source: authors’ own elaboration.

Because of the small number of responses received, the results of the survey cannot
be considered representative of the whole group of investors in Poland. Nevertheless,
the answers provided do shed some light on how this group of accounting information
recipients perceives changing reporting standards and it may be the basis for the for-
mulation of further research questions.
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